{ ONE VOICE. ONE COMMUNITY. WORKING AS ONE.}

MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY 2005-2006 ANNUAL REPORT



A MESSAGE FROM THE DIRECTOR

MICHAEL DEVOS, EXECUTIVE DIRECTOR

As we close out four decades of the Authority’s existence, we can look back on its rich and vibrant history and be proud of the
fact that the state of Michigan is a better place for our citizens to live, work and enjoy life to its fullest because of the dedicated
efforts and hard work of our capable professional staff. Fiscal Year 2005-2006 has been particularly exciting—one of much change
and renewed partnership building. We thank our many stakeholders, local officials, lenders, home builders, REALTORS®, bankers,
nonprofits, developers and investors who have empowered our industry to rise to the occasion. Following the creation of an
extensive five-year strategic plan, the entire affordable housing industry has united to become one single community with one

single voice—and it has reached a booming crescendo with a very clear message.

We have encouraged prospective homebuyers to become first-time homeowners, inspired developers to build more affordable
rental housing and assisted communities to create housing targeted
for people who are homeless or have disabilities. We have provided
“We have provided technical assistance technical assistance and funding to revitalize communities and
and funding to revitalize communities and downtowns throughout Michigan.

downtowns throughout Michigan.”

We have rallied behind homeless and domestic violence issues and

held the first ever Homeless Summit in Michigan at which all 60 entities
in eight regions presented their 10-year plans to end homelessness in
the state. No one state has ever made that sort of commitment statewide, and we have garnered national attention for the effort.

By combining efforts with nearly 30 other statewide partners, we played a leadership role in successfully hosting the Seventh Annual
Michigan Conference on Affordable Housing. Outstanding leadership since the conference’s inception has made it the largest of its

kind in the country.

As we enter our fifth decade in service to Michigan’s most vulnerable citizens, we will continue to invest in Michigan’s future. Living
in Michigan means investing in Michigan. Our industry has come together, done its homework, demonstrated the need, created the
plan and is now ready to show the link between housing and community development investments will have a positive economic

impact on Michigan from the most distant point of its Upper Peninsula to its southernmost borders.
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FINANCIAL ANALYSIS

MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED, CONTINUED)

Total assets increased from $2.70 billion at June 30, 2005 to $2.83 billion at June 30, 2006. This was an increase of approximately
$133.7 million, or 4.9 percent. Total assets decreased from $2.71 billion at June 30, 2004 to $2.70 billion at June 30, 2005. This was a

decrease of approximately $7 million, or 0.2 percent.

Net loans receivable increased from $1,805.6 million at June 30, 2005 to $1,941.7 million at June 30, 2006. Loans receivable increased
due to improved homeownership mortgage (net increase of $81.0 million) and multifamily mortgage (net increase of $56.2 million)
loan production. Net loans receivable decreased from $1.807 billion at June 30, 2004 to $1.805 hillion at June 30,2005. Loans receivable
decreased due to a homeownership mortgage loan balance reduction of $27.2 million and home improvement and moderate
rehabilitation loan balance reduction of $1.4 million. The fiscal year 2005 loan decreases were partially offset by multifamily mortgage
loan production of $27.4 million. The homeownership loan prepayments exceeded loan originations due to the low interest rate

environment.

Bonds payable increased from $1,621.1 million at June 30, 2005 to $1,766.2 million at June 30, 2006, a net increase of approximately
$145.0 million. This increase was due primarily to the Authority issuing $220.7 million of Rental Housing Revenue Bonds and $294.9
million of homeownership Mortgage Revenue Bonds during the fiscal year, while bond calls and scheduled debt service totaled
$370.7 million. Bonds payable decreased from $1.683 billion at June 30, 2004 to $1.621 billion at June 30, 2005, a net decrease of
approximately $61.4 million. This decrease was primarily due to the Authority issuing $197.8 million of Rental Housing Revenue Bonds
and $96.4 million of homeownership Mortgage Revenue Bonds during the fiscal year, while bond calls and scheduled debt service

totaled $358.2 million.

Escrow funds, which are recorded in other liabilities, decreased by $42.6 million to $347.2 million at June 30, 2006 from a year earlier
due to the prepayment of multifamily developments with large reserves. Escrow funds increased by $21.7 million to $389.7 million at

June 30, 2005 from a year earlier due to the increased balance of multifamily mortgage loans.

The Authority’s net assets totaled $620.0 million at June 30, 2006, equal to 21.9 percent of total assets and 28.0 percent of total
liabilities. A significant portion of net assets is restricted. At June 30, 2006, $265.3 million of net assets was pledged for payment
against the various bond indentures. In addition, $114.4 million is designated by board resolution, represented by the Community
Development Fund. The Authority’s net assets totaled $596.4 million at June 30, 2005, equal to 22.1 percent of total assets and 28.3
percent of total liabilities. A significant portion of net assets is restricted. At June 30, 2005, $268.0 million of net assets was pledged
for payment against the various bond indentures. In addition, $99.9 million is designated by board resolution, for community

development activity.








