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The $567,035,000 State of Connecticut General Obligation Bonds consist of $47,035,000 General Obligation Refunding Bonds (2010 Series D) (the “Refunding
Bonds”), $203,400,000 Taxable General Obligation Bonds (2010 Series B) (Qualified School Construction Bonds — Direct Subsidy) (the “Series B Taxable Bonds”),
$22,205,000 Taxable General Obligation Bonds (2010 Series C) (Recovery Zone Economic Development Bonds — Direct Payment) (the “Series C Taxable Bonds”) and
$294,395,000 Taxable General Obligation Bonds (2010 Series D) (Build America Bonds — Direct Payment) (the “Series D Taxable Bonds”, and together with the Series B
and Series C Taxable Bonds, the “Taxable Bonds™). The Refunding Bonds and the Taxable Bonds are herein collectively referred to as the “Bonds”.

The Bonds will be general obligations of the State of Connecticut (the “State”) and the full faith and credit of the State will be pledged for the payment of the principal
of and interest on the Bonds as the same become due. See THE BONDS - Nature of Obligation herein. Interest on the Bonds will be payable on April 1, 2011 and
semiannually thereafter on October 1 and April 1 in each year until maturity or earlier redemption. Interest is calculated on the basis of a 360-day year of twelve 30-day
months at the annual rates set forth on the inside front cover. The Bonds are subject to redemption prior to maturity as more fully described herein.

(See inside front cover for maturities, interest rates and prices or yields.)

The Bonds are issuable only as fully registered bonds, without interest coupons, in denominations of $5,000 or any integral multiple thereof. When issued, the Bonds
will be registered in the name of Cede & Co., as Bondowner and nominee for The Depository Trust Company (“DTC”), New York, New York. DTC will act as securities
depository for the Bonds. Purchases of the Bonds will be made in book-entry form only. Purchasers will not receive certificates representing their interest in the Bonds. So
long as Cede & Co. is the registered owner, as nominee of DTC, reference herein to the Bondowner or owner shall mean Cede & Co., as aforesaid, and shall not mean the
Beneficial Owners (as defined herein) of the Bonds. See THE BONDS - Book-Entry-Only System herein. Principal of and interest on the Bonds will be paid directly to
DTC by U.S. Bank National Association, as Paying Agent, at its corporate trust office in Hartford, Connecticut, so long as DTC or its nominee, Cede & Co., is the
Bondowner. Disbursement of such payments to the DTC Participants is the responsibility of DTC and disbursement of such payments to the Beneficial Owners is the
responsibility of the DTC Participants and the Indirect Participants, as more fully described herein.

The Series B Taxable Bonds are designated as “qualified school construction bonds”, as defined in Section 54F of the Internal Revenue Code of 1986, as amended
(the “Code”), and the State has made the irrevocable election pursuant to Section 6431 of the Code to receive from the Federal government credit payments in an amount
equal to the lesser of the amount of the interest payable on the Series B Taxable Bonds or the amount of interest payable if determined at the applicable credit rate
announced by the United States Department of the Treasury on the date of sale of the Series B Taxable Bonds as more fully described herein.

The Series C Taxable Bonds are designated as “recovery zone economic development bonds” pursuant to Section 1400U-2 of the Code, and the State has made the
irrevocable election pursuant to Section 6431 of the Code to receive from the Federal government credit payments equal to 45 percent of the amount of the interest payable
on the Series C Taxable Bonds as more fully described herein.

The Series D Taxable Bonds are designated as “build America bonds” pursuant to Section 54AA of the Code and the State has made the irrevocable election pursuant
to Section 6431 of the Code to receive from the Federal government credit payments equal to 35 percent of the amount of the interest payable on the Series D Taxable
Bonds as more fully described herein.

In the opinion of Bond Counsel and Tax Counsel, rendered in reliance upon and assuming the accuracy of and continuing compliance by the State with its
representations and covenants relating to certain requirements of the Code, under existing law, interest on the Refunding Bonds is not included in gross income for
federal income tax purposes and is not an item of tax preference for purposes of the federal alternative minimum tax. No opinion is expressed as to whether interest on
the Refunding Bonds is included in the determination of adjusted current earnings for purposes of computing the alternative minimum tax imposed on certain
corporations. In the opinion of Bond Counsel and Tax Counsel, under existing law, interest on the Series B Taxable Bonds, the Series C Taxable Bonds and the Series D
Taxable Bonds is included in gross income for federal income tax purposes pursuant to the Code. See TAX EXEMPTION OF THE REFUNDING BONDS and TAX
STATUS OF THE TAXABLE BONDS /erein.

In the opinion of Bond Counsel and Tax Counsel, under existing statutes, interest on the Bonds is excluded from Connecticut taxable income for purposes of the
Connecticut income tax on individuals, trusts and estates and is excluded from amounts on which the net Connecticut minimum tax is based in the case of individuals,
trusts and estates required to pay the federal alternative minimum tax. See TAX EXEMPTION OF THE REFUNDING BONDS and TAX STATUS OF THE
TAXABLE BONDS rerein.

The Bonds are offered when, as and if issued and received by the Underwriters, subject to approval as to legality by Bond Counsel and certain other conditions.
Certain legal matters will be passed upon for the State by its Disclosure Counsel. Certain legal matters will be passed upon for the State by its Tax Counsel. Certain legal
matters will be passed upon for the Underwriters by Underwriters’ Counsel. The Bonds are expected to be available for delivery at DTC in New York, New York, on or
about October 19, 2010.

Treasurer of the State of Connecticut
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Citi Loop Capital Markets, LLC M.R. Beal & Company
Jackson Securities J.P. Morgan BofA Merrill Lynch
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$567,035,000
State of Connecticut
General Obligation Bonds

$47,035,000 General Obligation Refunding Bonds (2010 Series D)

April 1, Amount Interest Rate Yield CUSIP
2011 $ 500,000 2.00% 0.30% 20772JAD4
October 1,
2014 $1,660,000 2.00% 1.18% 20772JAE2
2016 2,500,000 2.50 1.85 20772JAF9
2017 2,125,000 3.00 2.18 20772JAG7
2018 2,995,000 4.00 2.42 20772JAHS
2019 685,000 3.00 2.63 20772JAJ1
2020 1,360,000 3.25 2.83 20772JAKS
2021 2,790,000 5.00 2.97* 20772JAL6
2022 3,110,000 3.00 3.00 20772JAM4
2022 1,365,000 4.00 3.00* 20772JAN2
2022 27,945,000 5.00 3.00* 20772JAP7

(plus accrued interest, if any)

Priced at the stated yield to the October 1, 2020 optional redemption date at a redemption price of 100%; however,
any such redemption is at the optional election of the Treasurer. See THE BONDS - Optional Redemption herein.

$203,400,000 Taxable General Obligation Bonds (2010 Series B)
(Qualified School Construction Bonds — Direct Subsidy)

October 1, Amount Interest Rate Yield CUSIP
2029 $203,400,000%* 5.295% 5.244% 20772JAA0

(plus accrued interest, if any)

**  Subject to optional redemption prior to maturity at the election of the Treasurer and mandatory redemption. See
THE BONDS - Optional Redemption and THE BONDS - Extraordinary Redemption herein.

$22,205,000 Taxable General Obligation Bonds (2010 Series C)
(Recovery Zone Economic Development Bonds — Direct Payment)

October 1, Amount Interest Rate Yield CUSIP
2030 $22,205,000%** 5.305% 5.244% 20772JABS

(plus accrued interest, if any)

*#%  Subject to optional redemption prior to maturity at the election of the Treasurer. See THE BONDS - Optional
Redemption and THE BONDS - Extraordinary Redemption herein.

$294,395,000 Taxable General Obligation Bonds (2010 Series D)
(Build America Bonds — Direct Payment)

October 1, Amount Interest Rate Yield CUSIP
2030 $294,395,000%*** 5.09% 5.024% 20772JAC6

(plus accrued interest, if any)

*#*% Subject to optional redemption prior to maturity at the election of the Treasurer and mandatory sinking fund
redemption. See THE BONDS - Optional Redemption, THE BONDS - Extraordinary Redemption and THE
BONDS - Mandatory Sinking Fund Redemption herein.



This Official Statement is not to be construed as a contract or agreement between the State and the purchasers or
holders of any of the Bonds. The information and expressions of opinion herein are subject to change without notice and
neither the delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the State since the date hereof. Any statements in this Official
Statement involving matters of opinion or estimates, whether or not expressly so stated, are intended as such and not as
representations of fact. No representation is made that any of such statements will be realized. All quotations from and
summaries and explanations of provisions of laws of the State contained in this Official Statement do not purport to be
complete and are qualified in their entirety by reference to the official compilations thereof. All references to the Bonds and
the resolutions and proceedings of the State Bond Commission relating thereto are qualified in their entirety by reference to the
definitive forms of the Bonds and such resolutions. This Official Statement is submitted only in connection with the sale of the
Bonds by the State and may not be reproduced or used in whole or in part for any other purpose, except as specifically
authorized by the State. No dealer, broker, salesperson or other person has been authorized to give any information or to make
any representations other than as contained in this Official Statement and, if given or made, such other information or
representations must not be relied upon. This Official Statement does not constitute an offer to sell or the solicitation of an
offer to buy nor shall there be any sale of the Bonds by any person in any jurisdiction in which it is unlawful for such person to
make such offer, solicitation or sale.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS AT LEVELS
ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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INFORMATION COVERING OFFERING RESTRICTIONS IN
CERTAIN JURISDICTIONS OUTSIDE THE UNITED STATES

THE FOLLOWING INFORMATION HAS BEEN PROVIDED BY THE UNDERWRITERS FOR USE IN THE OFFERING OF THE STATE OF
CONNECTICUT’S (THE “ISSUER”) $203,400,000 TAXABLE GENERAL OBLIGATION BONDS (2010 SERIES B) (QUALIFIED SCHOOL
CONSTRUCTION BONDS —DIRECT SUBSIDY) (THE “SERIES B TAXABLE BONDS”), $22,205,000 TAXABLE GENERAL OBLIGATION
BONDS (2010 SERIES C) (RECOVERY ZONE ECONOMIC DEVELOPMENT BONDS — DIRECT PAYMENT) (THE “SERIES C TAXABLE
BONDS”) AND $294,395,000 TAXABLE GENERAL OBLIGATION BONDS (2010 SERIES D) (BUILD AMERICA BONDS — DIRECT
PAYMENT) (THE “SERIES D TAXABLE BONDS”, AND TOGETHER WITH THE SERIES B AND SERIES C TAXABLE BONDS, THE
“TAXABLE BONDS”) IN THE OFFICIAL STATEMENT. THE ISSUER MAKES NO REPRESENTATION AS TO THE ACCURACY OR
ADEQUACY OF SUCH INFORMATION.

NO ACTION HAS BEEN TAKEN BY THE ISSUER THAT WOULD PERMIT A PUBLIC OFFERING OF THE TAXABLE BONDS OR
POSSESSION OR DISTRIBUTION OF THE OFFICIAL STATEMENT OR ANY OTHER OFFERING MATERIAL IN ANY FOREIGN
JURISDICTION WHERE ACTION FOR THAT PURPOSE IS REQUIRED. ACCORDINGLY, EACH OF THE UNDERWRITERS HAS
AGREED THAT IT WILL COMPLY WITH ALL APPLICABLE LAWS AND REGULATIONS IN FORCE IN ANY FOREIGN
JURISDICTION IN WHICH IT PURCHASES, OFFERS OR SELLS THE TAXABLE BONDS OR POSSESSES OR DISTRIBUTES THIS
OR ANY OTHER OFFERING MATERIAL AND WILL OBTAIN ANY CONSENT, APPROVAL OR PERMISSION REQUIRED BY IT
FOR THE PURCHASE, OFFER OR SALE BY IT OF THE TAXABLE BONDS UNDER THE LAWS AND REGULATIONS IN FORCE IN
ANY FOREIGN JURISDICTION TO WHICHIT IS SUBJECT OR IN WHICH IT MAKES SUCH PURCHASES, OFFERS OR SALES AND
THE ISSUER SHALL HAVE NO RESPONSIBILITY THEREFORE.

MINIMUM UNIT SALES

THE TAXABLE BONDS WILL TRADE AND SETTLE ON A UNIT BASIS (ONE UNIT EQUALING ONE TAXABLE BOND OF $5,000
PRINCIPAL AMOUNT), FOR ANY SALES MADE OUTSIDE THE UNITED STATES, THE MINIMUM PURCHASE AND TRADING AMOUNT
IS 20 UNITS (BEING 20 TAXABLE BONDS IN AN AGGREGATE PRINCIPAL AMOUNT OF $100,000).

AUSTRALIA

THIS OFFICIAL STATEMENT DOES NOT CONSTITUTE AN INVITATION TO APPLY FOR, OR OFFER OF, THE TAXABLE BONDS TO
ANY OTHER PERSON. INNO CIRCUMSTANCES MAY THIS OFFICIAL STATEMENT BE MADE AVAILABLE TO A “RETAIL CLIENT” AS
DEFINED IN SECTION 761G OF THE AUSTRALIAN CORPORATIONS ACT. FURTHER, THE TAXABLE BONDS WILL ONLY BE ISSUED
TO WHOLESALE CLIENTS.

FOR FURTHER DETAILS, AND OTHER INVESTOR ELIGIBILITY CRITERIA THAT APPLY, SEE THIS OFFICIAL STATEMENT.

THIS OFFER IS ONLY AVAILABLE TO SOPHISTICATED OR PROFESSIONAL INVESTORS UNDER SECTION 708(8) AND (11) OF
AUSTRALIAN THE CORPORATIONS ACT.

THIS OFFICIAL STATEMENT IS ACCORDINGLY NOT A PROSPECTUS, OTHER KIND OF DISCLOSURE DOCUMENT OR A
PRODUCT DISCLOSURE STATEMENT FOR THE PURPOSES OF THE AUSTRALIAN CORPORATIONS ACT AND HAS NOT BEEN
LODGED WITH THE AUSTRALIAN SECURITIES AND INVESTMENTS COMMISSION. THIS OFFICIAL STATEMENT IS NOT A PRODUCT
DISCLOSURE STATEMENT UNDER PART 7.9 OF THE AUSTRALIAN CORPORATIONS ACT. THIS OFFICIAL STATEMENT IS NOT
REQUIRED TO, AND DOES NOT, CONTAIN ALL THE INFORMATION WHICH WOULD BE REQUIRED TO BE INCLUDED IN A
DISCLOSURE DOCUMENT OR A PRODUCT DISCLOSURE STATEMENT UNDER THE AUSTRALIAN CORPORATIONS ACT.

THIS OFFICIAL STATEMENT HAS NOT BEEN PREPARED FOR AUSTRALIAN INVESTORS. IT MAY, THEREFORE, CONTAIN
REFERENCES TO DOLLAR AMOUNTS WHICH ARE NOT AUSTRALIAN DOLLARS, MAY CONTAIN FINANCIAL INFORMATION WHICH
IS NOT PREPARED IN ACCORDANCE WITH AUSTRALIAN LAW OR PRACTICES, MAY NOT ADDRESS RISKS ASSOCIATED WITH
INVESTMENT IN FOREIGN CURRENCY DENOMINATED INVESTMENTS AND DOES NOT ADDRESS AUSTRALIAN TAX ISSUES.
AUSTRALIAN INVESTORS SHOULD SEEK THEIR OWN TAX, LEGAL, INVESTMENT AND OTHER PROFESSIONAL ADVICE BEFORE
MAKING AN INVESTMENT DECISION.

IF YOU ARE UNSURE OF YOUR ELIGIBILITY TO INVEST IN THE TAXABLE BONDS YOU SHOULD OBTAIN LEGAL ADVICE.

THE TAXABLE BONDS AND THE ISSUER ARE NOT, AND ARE NOT REQUIRED TO BE, REGISTERED AS A MANAGED
INVESTMENT SCHEME UNDER THE AUSTRALIAN CORPORATIONS ACT.

AUSTRALIAN ARRANGER

THE UNDERWRITERS (“AUSTRALIAN ARRANGER”) ARE OFFERING TO ELIGIBLE INVESTORS IN AUSTRALIA TO ARRANGE
FOR THE ISSUE OF THE TAXABLE BONDS IN ACCORDANCE WITH THE OFFICIAL STATEMENT. THE AUSTRALIAN ARRANGER IS
AUTHORISED TO MAKE THAT OFFER IN ACCORDANCE WITH AN “INTERMEDIARY AUTHORISATION” WITHIN THE MEANING OF
SECTION 911A(2)(B) OF THE AUSTRALIAN CORPORATIONS ACT.

THE AUSTRALIAN ARRANGER WILL HOLD AN APPROPRIATE AUSTRALIAN FINANCIAL SERVICES LICENCE.

THIS OFFICIAL STATEMENT DOES NOT TAKE INTO ACCOUNT ANY PERSONS’ OBJECTIVES, FINANCIAL SITUATION OR
NEEDS. THERE IS NO COOLING-OFF REGIME APPLICABLE IN RESPECT OF AN ACQUISITION OF THE TAXABLE BONDS. THE
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ISSUER AND THE UNDERWRITERS MAY NOT BE LICENSED UNDER THE AUSTRALIAN CORPORATIONS ACT TO PROVIDE
FINANCIAL PRODUCT ADVICE IN RELATION TO TAXABLE BONDS.

SECONDARY SALE RESTRICTIONS

THE TAXABLE BONDS MUST NOT BE OFFERED FOR SALE, OR INVITATIONS FOR OFFERS TO PURCHASE THE TAXABLE
BONDS ISSUED, UNLESS DISCLOSURE IS NOT REQUIRED UNDER PART 6D.2 OF THE CORPORATIONS ACT AND A PRODUCT
DISCLOSURE STATEMENT IS NOT REQUIRED TO BE GIVEN UNDER PART 7.9 OF THE AUSTRALIAN CORPORATIONS ACT.
FURTHER, THE TAXABLE BONDS MAY ONLY BE HELD BY WHOLESALE CLIENTS. OTHER RESTRICTIONS ON TRANSFERABILITY
OF THE TAXABLE BONDS ARE DESCRIBED IN THIS OFFICIAL STATEMENT.

GENERAL

NO REPRESENTATION IS MADE OR WARRANTY GIVEN THAT THIS OFFICIAL STATEMENT IS A COMPLETE OR ACCURATE
STATEMENT OF INFORMATION WHICH MAY BE NEEDED TO MAKE AN INVESTMENT DECISION. THE ISSUER DISCLAIMS, TO THE
MAXIMUM EXTENT PERMITTED BY LAW, ALL RESPONSIBILITY FOR LOSS OR DAMAGE WHICH MAY BE SUFFERED BY ANY
PERSON DIRECTLY OR INDIRECTLY THROUGH RELYING UPON THE OFFICIAL STATEMENT, WHETHER THAT LOSS OR DAMAGE IS
CAUSED BY ANY FAULT OR NEGLIGENCE ON THE PART OF THE ISSUER, OR OTHERWISE. RECIPIENTS OF THIS OFFICIAL
STATEMENT SHOULD RELY UPON THEIR OWN INQUIRIES AND OBTAIN INDEPENDENT LEGAL, FINANCIAL AND TAXATION
ADVICE RELEVANT TO FOREIGN INVESTMENT OF THE KIND INVOLVED, PRIOR TO MAKING ANY INVESTMENT DECISION.
NOTHING IN THIS OFFICIAL STATEMENT IS, OR MAY BE RELIED UPON AS, A PROMISE OR A REPRESENTATION OR A WARRANTY
AS TO ANY FUTURE MATTER.

YOUR INVESTMENT IN THE TAXABLE BONDS IS SUBJECT TO INVESTMENT AND OTHER RISKS, INCLUDING POSSIBLE
DELAYS IN REPAYMENT AND LOSS OF INCOME AND PRINCIPAL INVESTED. NEITHER THE ISSUER NOR ITS ADVISORS OR
AFFILIATES GUARANTEE THE PERFORMANCE OF THE ISSUER, THE REPAYMENT OF CAPITAL OR ANY PARTICULAR RATE OF
RETURN. NEITHER THE ISSUER NOR ITS ADVISORS OR AFFILIATES ARE AUTHORIZED DEPOSIT-TAKING INSTITUTIONS
REGULATED BY THE AUSTRALIAN PRUDENTIAL REGULATION AUTHORITY. INVESTMENTS IN THE TAXABLE BONDS DO NOT
REPRESENT DEPOSITS WITH OR OTHER LIABILITIES OF THE ISSUER OR ITS ADVISORS AND AFFILIATES.

AUSTRIA

THIS OFFICIAL STATEMENT HAS BEEN PRODUCED FOR THE SOLE PURPOSE OF PROVIDING INFORMATION ABOUT THE
TAXABLE BONDS DESCRIBED HEREIN TO A LIMITED NUMBER OF QUALIFIED INVESTORS AND LESS THAN 100 INVESTORS,
OTHER THAN QUALIFIED INVESTORS, IN AUSTRIA. THIS OFFICIAL STATEMENT IS MADE AVAILABLE ON THE CONDITION THAT
ITIS FOR THE USE ONLY BY THE RECIPIENT AS A QUALIFIED INVESTOR AND MAY NOT BE PASSED ON TO ANY OTHER PERSON
OR REPRODUCED IN ANY PART. THE TAXABLE BONDS WILL NOT BE OFFERED IN THE COURSE OF A PUBLIC OFFERING OR OF
EQUIVALENT MARKETING IN AUSTRIA AND, THEREFORE, THE PROVISIONS OF THE INVESTMENT FUND ACT 1993
(INVESTMENTFONDSGESETZ 1993) AND THE PROVISIONS OF THE CAPITAL MARKET ACT 1991 (KAPITALMARKTGESETZ 1991)
RELATING TO PROSPECTUS REQUIREMENTS DO NOT APPLY. ANY ORDER BY ANY PERSON OTHER THAN THE INITIAL RECIPIENT
OF THIS OFFICIAL STATEMENT WILL BE REJECTED. PAST PERFORMANCE IS NO RELIABLE INDICATOR FOR FUTURE
PERFORMANCE.

AS OF THE DATE THE DIRECTIVE 2003/71/EC OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL OF 4 NOVEMBER 2003
ON THE PROSPECTUS TO BE PUBLISHED WHEN SECURITIES ARE OFFERED TO THE PUBLIC OR ADMITTED TO TRADING AND
AMENDING DIRECTIVE 2001/34/EC (“PROSPECTUS DIRECTIVE”) IS IMPLEMENTED IN THE RELEVANT MEMBER STATES OF THE
EUROPEAN ECONOMIC AREA (THE “IMPLEMENTATION DATE”), THE TAXABLE BONDS MAY BE OFFERED AND SOLD TO THE
PUBLIC WITHIN SUCH MEMBER STATES OF THE EUROPEAN ECONOMIC AREA ONLY IN ACCORDANCE WITH THE PROVISIONS OF
THE PROSPECTUS DIRECTIVE AND THE ACTS AND REGULATIONS PASSED IN THE RESPECTIVE MEMBER STATES WITH REGARD
TO THE IMPLEMENTATION OF THE PROSPECTUS DIRECTIVE.

BELGIUM

THE OFFERING IS EXCLUSIVELY CONDUCTED UNDER APPLICABLE PRIVATE PLACEMENT EXEMPTIONS AND THEREFORE
NEITHER THIS PRIVATE PLACEMENT OFFICIAL STATEMENT NOR ANY OTHER OFFERING MATERIAL RELATED TO THE TAXABLE
BONDS HAS BEEN OR WILL BE NOTIFIED TO, AND NEITHER THIS PRIVATE PLACEMENT OFFICIAL STATEMENT NOR ANY OTHER
OFFERING MATERIAL RELATING TO THE TAXABLE BONDS HAS BEEN OR WILL BE APPROVED OR REVIEWED BY, THE BELGIAN
BANKING, FINANCE AND INSURANCE COMMISSION (COMMISSION BANCAIRE, FINANCIERE ET DES ASSURANCES/COMMISSIE
VOOR HET BANK, FINANCIE EN ASSURANTIEWEZEN) OR THE “CBFA”. NOR HAS THE CBFA COMMENTED AS TO THEIR
ACCURACY OR ADEQUACY OR RECOMMENDED THE PURCHASE OF THE TAXABLE BONDS. NOR WILL THE CBFA SO COMMENT
OR RECOMMEND.

NEITHER THIS PRIVATE PLACEMENT OFFICIAL STATEMENT NOR ANY OTHER OFFERING MATERIAL RELATING TO THE
TAXABLE BONDS MAY BE DISTRIBUTED, DIRECTLY OR INDIRECTLY, TO ANY INVESTORS IN CIRCUMSTANCES WHICH WOULD
REQUIRE THE PUBLICATION BY THE ISSUER OF A PROSPECTUS, INFORMATION CIRCULAR, BROCHURE OR SIMILAR DOCUMENT
PURSUANT TO ARTICLE 3 OF THE BELGIAN LAW OF 16 JUNE 2006 ON PUBLIC OFFERINGS OF INVESTMENT INSTRUMENTS AND
THE ADMISSION OF INVESTMENT INSTRUMENTS TO TRADING ON A REGULATED MARKET.

FURTHERMORE, NONE OF THE TAXABLE BONDS MAY BE SOLD OR OFFERED FOR SALE TO CONSUMERS AS SUCH TERM IS
DEFINED IN THE BELGIAN LAW DATED 14 JULY 1991 ON COMMERCIAL PRACTICES AND THE INFORMATION AND PROTECTION
OF CONSUMERS.
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THIS PRIVATE PLACEMENT OFFICIAL STATEMENT AND ANY OTHER OFFERING MATERIAL RELATING TO THE TAXABLE
BONDS THAT YOU MAY RECEIVE IS INTENDED FOR YOUR CONFIDENTIAL USE ONLY, AND MAY NOT BE REPRODUCED OR USED
FOR ANY OTHER PURPOSE. ANY ACTION CONTRARY TO THESE RESTRICTIONS MAY CAUSE YOU AND US TO BE IN VIOLATION
OF THE BELGIAN SECURITIES LAWS.

BRAZIL

THE TAXABLE BONDS MAY NOT BE OFFERED OR SOLD TO THE PUBLIC IN BRAZIL. ACCORDINGLY, THE TAXABLE BONDS
HAVE NOT BEEN AND WILL NOT BE REGISTERED WITH THE BRAZILIAN SECURITIES AND EXCHANGE COMMISSION (COMISSAO
DE VALORES MOBILIARIOS, THE “CVM”), NOR HAS IT BEEN SUBMITTED TO THE CVM FOR APPROVAL. THIS OFFICIAL
STATEMENT RELATING TO THE TAXABLE BONDS, AS WELL AS THE INFORMATION CONTAINED HEREIN, MAY NOT BE SUPPLIED
TO THE PUBLIC IN BRAZIL, AS THE OFFERING OF TAXABLE BONDS IS NOT A PUBLIC OFFERING OF SECURITIES IN BRAZIL, NOR
USED IN CONNECTION WITH ANY OFFER FOR SUBSCRIPTION OR SALE OF SECURITIES TO THE PUBLIC IN BRAZIL. THE ISSUER
MAY BE ASKED BY THE PURCHASER TO COMPLY WITH PROCEDURAL REQUIREMENTS TO EVIDENCE PREVIOUS TITLE TO THE
TAXABLE BONDS AND MAY BE SUBJECT TO BRAZILIAN TAX ON CAPITAL GAINS WHICH MAY BE WITHHELD FROM THE SALE
PRICE. PERSONS WISHING TO OFFER OR ACQUIRE THE TAXABLE BONDS WITHIN BRAZIL SHOULD CONSULT WITH THEIR OWN
COUNSEL AS TO THE APPLICABILITY OF THESE REGISTRATION REQUIREMENTS OR ANY EXEMPTION THEREFROM.

CYPRUS

THIS OFFICIAL STATEMENT DOES NOT CONSTITUTE A PROSPECTUS UNDER CYPRUS LAW OR REGULATION AND AS SUCHIT
WILL NOT BE PUBLICLY DISTRIBUTED OR MARKETED IN CYPRUS. THIS OFFICIAL STATEMENT HAS NOT BEEN FILED OR
APPROVED BY THE CYPRUS SECURITIES AND EXCHANGE COMMISSION OR ANY OTHER CYPRIOT REGULATORY AUTHORITY AS
THIS OFFICIAL STATEMENT HAS NOT BEEN PREPARED IN THE CONTEXT OF A PUBLIC OFFERING OF SECURITIES IN CYPRUS
WITHIN THE MEANING OF THE CYPRUS LAW ON PUBLIC OFFERINGS AND PROSPECTUSES OR ANY EXECUTIVE ORDERS ISSUED
IN CONNECTION THERETO.

DENMARK

THIS OFFICIAL STATEMENT DOES NOT CONSTITUTE A PROSPECTUS UNDER ANY DANISH LAWS OR REGULATIONS AND HAS
NOT BEEN FILED WITH OR APPROVED BY THE DANISH FINANCIAL SUPERVISORY AUTHORITY AS THIS OFFICIAL STATEMENT
HAS NOT BEEN PREPARED IN THE CONTEXT OF EITHER (I) A PUBLIC OFFERING OF SECURITIES IN DENMARK WITHIN THE
MEANING OF THE DANISH SECURITIES TRADING ETC. ACT NO. 479/2006, AS AMENDED FROM TIME TO TIME, OR ANY EXECUTIVE
ORDERS ISSUED IN CONNECTION THERETO OR (II) AN OFFERING OF A COLLECTIVE INVESTMENT SCHEME COMPRISED BY THE
DANISH INVESTMENT ASSOCIATION ACT NO. 55/2006, AS AMENDED FROM TIME TO TIME, OR ANY EXECUTIVE ORDERS ISSUED
IN CONNECTION THERETO.

ESTONIA

THIS OFFICIAL STATEMENT IS BEING DISTRIBUTED TO A LIMITED NUMBER OF PRE-SELECTED INVESTORS AND THE
TAXABLE BONDS MAY BE OFFERED IN ESTONIA THROUGH PRIVATE PLACEMENT ONLY. THIS OFFICIAL STATEMENT IS
DIRECTED ONLY TO SUCH RECIPIENTS TO WHOM IT IS DIRECTLY ADDRESSED TO. THE OFFERING OF THE TAXABLE BONDS HAS
NOT BEEN AND SHALL NOT BE REGISTERED UNDER THE INVESTMENT FUNDS ACT (INVESTEERIMISFONDIDE SEADUS) OF
ESTONIA, OR UNDER THE SECURITIES MARKET ACT (VAARTPABERITURU SEADUS) OF ESTONIA, AS A PUBLIC OFFERING, AND
NO OFFER OF ANY TAXABLE BONDS IN ESTONIA SHALL CONSTITUTE A PUBLIC OFFERING PURSUANT TO APPLICABLE
ESTONIAN LAW. THE TAXABLE BONDS MAY NOT BE OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, TO ANY RESIDENT OF THE
REPUBLIC OF ESTONIA, OR IN THE REPUBLIC OF ESTONIA, EXCEPT PURSUANT TO THE APPLICABLE ESTONIAN LAWS AND
REGULATIONS. SPECIFICALLY, THE TAXABLE BONDS MAY NOT BE OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, TO THE
PUBLIC IN THE REPUBLIC OF ESTONIA.

FINLAND

THIS OFFERING OF TAXABLE BONDS IS TARGETED ONLY TO A LIMITED NUMBER OF INSTITUTIONAL INVESTORS AND DOES
NOT CONSTITUTE A PUBLIC OFFERING OF THE TAXABLE BONDS IN FINLAND. ACCORDINGLY, THIS OFFICIAL STATEMENT HAS
NOT BEEN SUBMITTED TO THE FINNISH FINANCIAL SUPERVISION AUTHORITY FOR APPROVAL. THIS OFFICIAL STATEMENT
MAY NOT BE USED FOR ANY PURPOSE OTHER THAN EVALUATING A POTENTIAL INVESTMENT IN THE TAXABLE BONDS
OFFERED HEREUNDER. THIS OFFICIAL STATEMENT IS SUBMITTED TO A LIMITED NUMBER OF PRESELECTED SOPHISTICATED
INVESTORS AND MAY NOT BE RELEASED TO ANY OTHER PERSONS. NOTHING IN THIS OFFICIAL
STATEMENT/MATERIAL/PRESENTATION MAY BE DEEMED TO CONSTITUTE ANY PROVISION OF INVESTMENT ADVICE.

FRANCE

THIS OFFERING OF TAXABLE BONDS IS TARGETED ONLY TO A LIMITED NUMBER OF INSTITUTIONAL INVESTORS AND DOES
NOT CONSTITUTE A PUBLIC OFFERING OF THE TAXABLE BONDS IN FRANCE. ACCORDINGLY, THIS OFFICIAL STATEMENT HAS
NOT BEEN SUBMITTED TO THE AUTORITE DES MARCHES FINANCIERS FOR APPROVAL. THIS OFFICIAL STATEMENT MAY NOT
BE USED FOR ANY PURPOSE OTHER THAN EVALUATING A POTENTIAL INVESTMENT IN THE TAXABLE BONDS OFFERED
HEREUNDER. THIS OFFICIAL STATEMENT IS SUBMITTED TO A LIMITED NUMBER OF INSTITUTIONAL INVESTORS AND MAY NOT
BE RELEASED TO ANY OTHER PERSONS. NOTHING IN THIS OFFICIAL STATEMENT / MATERIAL / PRESENTATION MAY BE
DEEMED TO CONSTITUTE ANY PROVISION OF INVESTMENT ADVICE.
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GERMANY

THE TAXABLE BONDS WHICH ARE THE SUBJECT OF THIS OFFICIAL STATEMENT ARE NEITHER REGISTERED FOR PUBLIC
DISTRIBUTION WITH THE FEDERAL FINANCIAL SUPERVISORY AUTHORITY (BUNDESANSTALT FUR
FINANZDIENSTLEISTUNGSAUFSICHT — “BAFIN”) ACCORDING TO THE GERMAN INVESTMENT ACT (INVESTMENTGESETZ) NOR
LISTED ON A GERMAN EXCHANGE. NO SALES PROSPECTUS PURSUANT TO THE GERMAN INVESTMENT ACT OR THE GERMAN
SECURITIES PROSPECTUS ACT (WERTPAPIERPROSPEKTGESETZ) OR THE GERMAN SALES PROSPECTUS ACT
(VERKAUFSPROSPEKTGESETZ) HAS BEEN FILED WITH BAFIN.

PLEASE NOTE THE RESTRICTIONS CONCERNING INVESTORS RESIDING IN GERMANY IN THE OFFERING DOCUMENTATION.
ACCORDINGLY, THE TAXABLE BONDS ARE ONLY OFFERED UNDER THE FOLLOWING PREREQUISITE:

GENERALLY, THE MINIMUM AMOUNT FOR EACH INVESTOR IS USD100,000, BUT MORGAN STANLEY MAY ACCEPT IN ITS
SOLE DISCRETION LESSER AMOUNTS. HOWEVER, AS FAR AS INVESTORS RESIDING IN GERMANY ARE CONCERNED, MORGAN
STANLEY WILL UNDER NO CIRCUMSTANCES ACCEPT INVESTMENTS UNDER €50,000 PER INVESTOR. NO VIEW ON TAXATION IS
EXPRESSED. PROSPECTIVE INVESTORS IN GERMANY ARE URGED TO CONSULT THEIR OWN TAX ADVISERS AS TO THE TAX
CONSEQUENCES THAT MAY ARISE FROM AN INVESTMENT IN THE TAXABLE BONDS.

GREECE

THE TAXABLE BONDS HAVE NOT BEEN APPROVED BY THE GREEK CAPITAL MARKET COMMISSION FOR DISTRIBUTION TO
THE PUBLIC IN GREECE. THIS OFFICIAL STATEMENT AND THE INFORMATION CONTAINED HEREIN DOES NOT AND SHALL NOT
BE DEEMED TO CONSTITUTE AN INVITATION TO THE PUBLIC IN GREECE TO PURCHASE TAXABLE BONDS. THE TAXABLE
BONDS MAY NOT BE DISTRIBUTED, OFFERED OR IN ANY WAY SOLD IN GREECE EXCEPT AS PERMITTED BY GREEK LAW. THE
TAXABLE BONDS DO NOT HAVE A GUARANTEED PERFORMANCE AND PAST RETURNS DO NOT GUARANTEE FUTURE ONES.
THIS OFFERING IS EXEMPT FROM THE PROSPECTUS PUBLICATION REQUIREMENT AND THE PRIOR GREEK CAPITAL MARKET
COMMISSION PERMISSION REQUIREMENT AS THE OFFERING IS ADDRESSED ONLY TO QUALIFIED INVESTORS AND THE
MINIMUM INVESTMENT AMOUNT PER INVESTOR IS €50,000.

HONG KONG

THE CONTENTS OF THIS OFFICIAL STATEMENT HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY IN HONG
KONG. YOU ARE ADVISED TO EXERCISE CAUTION IN RELATION TO THE OFFER. IF YOU ARE IN ANY DOUBT ABOUT ANY OF
THE CONTENTS OF THIS OFFICIAL STATEMENT, YOU SHOULD OBTAIN INDEPENDENT PROFESSIONAL ADVICE.

THE TAXABLE BONDS MAY NOT BE OFFERED OR SOLD, BY MEANS OF ANY DOCUMENT, AND NO ADVERTISEMENT,
INVITATION OR DOCUMENT RELATING TO THE TAXABLE BONDS, WHETHER IN HONG KONG (EXCEPT IF PERMITTED TO DO SO
UNDER THE SECURITIES LAWS OF HONG KONG OR ELSEWHERE, SHALL BE ISSUED, CIRCULATED OR DISTRIBUTED WHICH IS
DIRECTED AT, OR THE CONTENTS OF WHICH ARE LIKELY TO BE ACCESSED OR READ BY, THE PUBLIC IN HONG KONG OTHER
THAN (I) WITH RESPECT TO THE TAXABLE BONDS, WHICH ARE OR ARE INTENDED TO BE DISPOSED OF ONLY TO PERSONS
OUTSIDE HONG KONG OR ONLY TO “PROFESSIONAL INVESTORS” WITHIN THE MEANING OF THE SECURITIES AND FUTURES
ORDINANCE (CAP. 571) OF HONG KONG (“SFO”) AND ANY RULES MADE THEREUNDER OR (II) IN CIRCUMSTANCES THAT DO NOT
CONSTITUTE AN INVITATION TO THE PUBLIC FOR THE PURPOSES OF THE SFO.

HUNGARY

THIS OFFICIAL STATEMENT HAS NOT BEEN AND WILL NOT BE SUBMITTED TO THE STATE SUPERVISION OF FINANCIAL
ORGANIZATIONS IN HUNGARY AND THE INVESTMENT INSTRUMENTS SPECIFIED IN THIS OFFICIAL STATEMENT WILL NOT BE
OFFERED IN THE REPUBLIC OF HUNGARY IN A PUBLIC OFFER AS DEFINED IN ACT NO. CXX OF 2001 ON THE CAPITAL MARKETS
(“CAPITAL MARKETS ACT”).

MEMBERS OF THE GENERAL PUBLIC ARE NOT ELIGIBLE TO TAKE PART IN THIS PRIVATE PLACEMENT, AS SPECIFIED IN THIS
PRIVATE PLACEMENT OFFICIAL STATEMENT. THIS OFFICIAL STATEMENT IS A CONFIDENTIAL OFFICIAL STATEMENT BEING
MADE AVAILABLE TO SELECTED POTENTIAL INVESTORS UPON REQUEST AND THEIR EXCLUSIVE USE AND FOR THE PURPOSE
OF ASSISTING IN DECIDING WHETHER SUCH SELECTED INVESTORS WISH TO PARTICIPATE IN THE PRIVATE PLACEMENT.

ICELAND

THIS OFFICIAL STATEMENT HAS BEEN ISSUED TO YOU FOR YOUR PERSONAL USE ONLY AND EXCLUSIVELY FOR THE
PURPOSES OF THIS OFFICIAL STATEMENT. ACCORDINGLY, THIS OFFICIAL STATEMENT MAY NOT BE USED FOR ANY OTHER
PURPOSE NOR PASSED ON TO ANY OTHER PERSON IN ICELAND. THE OFFERING DESCRIBED IN THIS PROSPECTUS IS A PRIVATE
PLACEMENT WITH REGARD TO ICELANDIC LAW THE TAXABLE BONDS MAY NOT BE OFFERED OR SOLD BY MEANS OF THIS
PROSPECTUS OR ANYWAY LATER RESOLD TO OTHER THAN ENTITIES OR PERSONS DEFINED AS QUALIFIED INVESTORS IN THE
MEANING OF ITEM NO. 9 IN ARTICLE 43 OF THE ICELANDIC ACT ON SECURITIES TRANSACTIONS. ANY RESALE OF THE
TAXABLE BONDS IN ICELAND WILL NEED TO TAKE PLACE IN ACCORDANCE WITH THE PROVISIONS OF THE ICELANDIC ACT ON
SECURITIES TRANSACTIONS. PROSPECTIVE INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISORS AS TO THE TAX
CONSEQUENCES OF THE INVESTMENT.

IRELAND

THE OFFERING OF THE TAXABLE BONDS HAS NOT BEEN APPROVED BY, AND IS NOT REGULATED BY, THE IRISH FINANCIAL
SERVICES REGULATORY AUTHORITY. THIS OFFICIAL STATEMENT DOES NOT CONSTITUTE OR FORM PART OF ANY OFFER OR
INVITATION TO THE PUBLIC TO SUBSCRIBE FOR OR PURCHASE TAXABLE BONDS AND SHALL NOT BE CONSTRUED AS SUCH
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AND NO PERSON OTHER THAN THE PERSON TO WHOM THIS OFFICIAL STATEMENT HAS BEEN ADDRESSED OR DELIVERED
SHALL BE ELIGIBLE TO SUBSCRIBE FOR OR PURCHASE TAXABLE BONDS. TAXABLE BONDS SHALL NOT BE MARKETED TO THE
PUBLIC IN IRELAND WITHOUT THE PRIOR APPROVAL IN WRITING OF THE IRISH FINANCIAL SERVICES REGULATORY
AUTHORITY.

THIS OFFICIAL STATEMENT IS STRICTLY PRIVATE AND CONFIDENTIAL AND SHOULD NOT BE DISSEMINATED OR
CIRCULATED TO THE PUBLIC.

THIS OFFICIAL STATEMENT IS DIRECTED SOLELY TO CERTAIN INDIVIDUALS TO WHOM THEY ARE ADDRESSED (THE
“INVESTOR”). THE INVESTMENTS OR INVESTMENT ACTIVITIES TO WHICH THIS OFFICIAL STATEMENT REFERS IS THE SUBJECT
OF A PRIVATE INVITATION MADE BY THE ISSUER TO THE INVESTOR (THE “OFFER”) AND ARE AVAILABLE SOLELY TO THE
INVESTOR AND NO OTHER PERSON(S), DIRECTLY OR INDIRECTLY. OTHER THAN THE INVESTOR, THE ISSUER WILL NOT
ENGAGE WITH ANY PERSON(S) IN RELATION TO THE DOCUMENTS. THE OFFER IS NOT AN OFFER TO THE PUBLIC WITHIN THE
MEANING OF THE APPLICABLE LAWS OF IRELAND AND IN PARTICULAR SECTION 9(1)(B) OF THE UNIT TRUSTS ACT 1990 OR
WITHIN THE MEANING OF REGULATION 2 OF PART I OF THE PROSPECTUS (DIRECTIVE 2003/71/EC) REGULATIONS 2005 (THE
“DIRECTIVE”). THIS OFFICIAL STATEMENT HAS NOT BEEN PREPARED IN ACCORDANCE WITH THE DIRECTIVE OR ANY
MEASURES MADE UNDER THAT DIRECTIVE OR THE LAWS OF IRELAND OR OF ANY EU MEMBER STATE OR EEA TREATY
ADHERENT STATE THAT IMPLEMENT THAT DIRECTIVE OR THOSE MEASURES. THEY HAVE NOT BEEN REVIEWED, APPROVED
OR AUTHORIZED BY ANY REGULATORY AUTHORITY IN IRELAND, ANY OTHER EU MEMBER STATE OR ANY EEA TREATY
ADHERENT STATE AND THEREFORE MAY NOT CONTAIN ALL THE INFORMATION REQUIRED WHERE A DOCUMENT IS PREPARED
PURSUANT TO THE DIRECTIVE OR THOSE LAWS.

OTHER THAN THE INVESTOR, NO PERSON(S) SHOULD RELY ON THIS OFFICIAL STATEMENT OR TAKE ANY ACTION UPON
THEM. IF YOU ARE NOT THE INTENDED RECIPIENT OF THIS OFFICIAL STATEMENT AND HAVE RECEIVED THEM IN ERROR YOU
SHOULD RETURN THEM IMMEDIATELY. YOUR POSTAGE AND REASONABLE DELIVERY EXPENSES WILL BE REFUNDED.

THE ISSUER IS NOT SUPERVISED, APPROVED OR AUTHORIZED IN IRELAND BY THE IRISH FINANCIAL SERVICES
REGULATORY AUTHORITY AND THE REGULATORY REQUIREMENTS WHICH IT IMPOSES ARE NOT APPLICABLE.

POTENTIAL INVESTORS SHOULD CONSULT A STOCKBROKER, BANK MANAGER, SOLICITOR, ACCOUNTANT OR OTHER
FINANCIAL ADVISER AND ARE RESPONSIBLE FOR INFORMING THEMSELVES AS TO THE POSSIBLE TAX CONSEQUENCES OF AN
INVESTMENT.

THE ISSUER HAS NOT MADE AND WILL NOT MAKE AN OFFER OF INTEREST TO THE PUBLIC IN IRELAND PRIOR TO THE
PUBLICATION OF A PROSPECTUS IN RELATION TO AN OFFER OF INTEREST THAT HAS BEEN APPROVED BY THE IRISH FINANCIAL
SERVICES REGULATORY AUTHORITY OR WHERE APPROPRIATE, APPROVED IN ANOTHER MEMBER STATE OF THE EUROPEAN
UNION AND NOTIFIED TO THE IRISH FINANCIAL SERVICES REGULATORY AUTHORITY IN IRELAND, ALL IN ACCORDANCE WITH
THE PROSPECTUS DIRECTIVE 2003/71/EC, THE IRISH PROSPECTUS (DIRECTIVE 2003/71/EC) REGULATIONS, 2005, AND THE
INVESTMENT FUNDS, COMPANIES AND MISCELLANEOUS PROVISIONS ACT, 2005 AND ANY SUCH MARKETING IN IRELAND IS
SUBJECT TO THE PRIOR APPROVAL OF THE IRISH FINANCIAL SERVICES REGULATORY AUTHORITY.

JAPAN

THIS OFFICIAL STATEMENT AND ALL INFORMATION DISCLOSED HEREIN SHALL BE DEEMED TO BE CONFIDENTIAL
INFORMATION AND ARE INTENDED SOLELY FOR THE USE OF ITS INTENDED RECIPIENTS. ANY DISCLOSURE OF THE EXISTENCE
OR CONTENTS OF THIS OFFICIAL STATEMENT TO THIRD-PARTIES, AND/OR ANY TRANSLATION, DUPLICATION OR
REDISTRIBUTION OF THIS OFFICIAL STATEMENT IS STRICTLY PROHIBITED. BY ACCEPTING DELIVERY OF THIS OFFICIAL
STATEMENT, THE INTENDED RECIPIENT AGREES AND COVENANTS WITH THE ISSUER AND MORGAN STANLEY TO RETURN THIS
OFFICIAL STATEMENT AND ALL RELATED DOCUMENTS TO THE ISSUER AND MORGAN STANLEY (I) IF SAID RECIPIENT ELECTS
NOT TO PURCHASE ANY OF THE TAXABLE BONDS OFFERED OR (II) IF REQUESTED BY THE ISSUER OR THE UNDERWRITERS.

THE INTENDED RECIPIENT UNDERSTANDS AND ACKNOWLEDGES THAT UPON PURCHASING OF THE TAXABLE BONDS,
NEITHER THE RETURN OF THE PRINCIPAL AMOUNT NOR THE DISTRIBUTION OF ANY PROFIT IS GUARANTEED. ANY
INVESTMENT IN THE TAXABLE BONDS INVOLVES CERTAIN RISKS OF LOSS, INCLUDING BUT NOT LIMITED TO RISKS CAUSED BY
FLUCTUATIONS IN INTEREST RATES, CURRENCY AND OTHER MARKET FACTORS, OR THE CREDIT RISK OF OTHER PARTIES OR
AFFILIATED PARTIES THEREOF. ANY PERSON INTERESTED IN PURCHASING THE TAXABLE BONDS IS ADVISED TO READ THE
TERMS OF INVESTMENT CAREFULLY, PAYING PARTICULAR ATTENTION TO THOSE PROVISIONS THAT RELATE TO LIMITATIONS
ON THE PERIOD IN WHICH RIGHTS RELATING TO SUCH INVESTMENT CAN BE EXERCISED.

THIS SOLICITATION OF AN OFFER OF ACQUISITION RELATING TO ISSUANCE OF THE TAXABLE BONDS FALLS WITHIN THE
“SOLICITATION FOR SMALL NUMBER INVESTORS, ETC.,” AS DEFINED UNDER PARAGRAPH 3, ARTICLE 23-13 OF THE FINANCIAL
INSTRUMENTS AND EXCHANGE LAW OF JAPAN (LAW NO. 25 OF 1948, AS AMENDED, THE “FIEL”); AND NO SECURITIES
REGISTRATION STATEMENT, PURSUANT TO THE PROVISIONS OF PARAGRAPH 1 OF ARTICLE 4 OF THE FIEL, HAS BEEN FILED OR
WILL BE FILED REGARDING THIS SOLICITATION OF AN OFFER. THE TAXABLE BONDS FALL WITHIN THE RIGHTS SET FORTH IN
ITEM 6, PARAGRAPH 2, ARTICLE 2 OF THE FIEL.

THE ISSUER AND THE UNDERWRITERS MAY ONLY SOLICIT OFFER OF ACQUISITION RELATING TO ISSUANCE OF THE
INTEREST TO INVESTORS IN JAPAN WHO DO NOT FALL UNDER (1), (RO) AND (HA) OF ITEM 1, PARAGRAPH 1, ARTICLE 63 OF THE
FIEL (“JAPAN INVESTORS”) AND IS PROHIBITED FROM MAKING SUCH SOLICITATION TO INVESTORS IN JAPAN OTHER THAN THE
JAPAN INVESTORS.
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IF A JAPAN INVESTOR WHO ACQUIRES OR PURCHASES THE TAXABLE BONDS IS A QUALIFIED INSTITUTIONAL INVESTOR AS
DEFINED IN ITEM 1, PARAGRAPH 3, ARTICLE 2 OF THE FIEL (“QII”’), THE QII JAPAN INVESTOR SHALL BE PROHIBITED FROM
ASSIGNING THE TAXABLE BONDS EVEN IF THE ISSUER OR UNDERWRITERS GIVE THEIR CONSENT TO SUCH ASSIGNMENT,
EXCEPT IN CASE OF ASSIGNING THE TAXABLE BONDS TO ANOTHER QII.

IF A JAPAN INVESTOR WHO ACQUIRES OR PURCHASES THE TAXABLE BONDS IS NOT A QII (“NON-QII”’), THE NON-QII JAPAN
INVESTOR IS PROHIBITED FROM ASSIGNING THE TAXABLE BONDS EVEN IF THE ISSUER OR UNDERWRITERS GIVE THEIR
CONSENT TO SUCH ASSIGNMENT, EXCEPT IN CASE OF ASSIGNING THE TAXABLE BONDS IN WHOLE TO ONE ASSIGNEE.

KUWAIT

THE TAXABLE BONDS HAVE NOT BEEN AUTHORIZED OR LICENSED FOR OFFERING, MARKETING OR SALE IN THE STATE OF
KUWAIT PURSUANT TO LAW NO. 31 OF 1990, AS AMENDED, AND THE MINISTERIAL ORDER NO. 113 OF 1992, AS AMENDED,
GOVERNING THE ISSUE, OFFERING AND SALE OF TAXABLE BONDS, AND AS SUCH SHALL NOT BE OFFERED OR SOLD IN THE
STATE OF KUWAIT, EXCEPT IN COMPLIANCE WITH THE ABOVE LAW AS AMENDED, AND THE MINISTERIAL ORDER AS
AMENDED. NO PRIVATE OR PUBLIC OFFERING OF THE TAXABLE BONDS IS BEING MADE IN THE STATE OF KUWAIT, AND NO
AGREEMENT RELATING TO THE SALE OF SUCH TAXABLE BONDS WILL BE CONCLUDED IN THE STATE OF KUWAIT. NO
MARKETING OR SOLICITATION OR INDUCEMENT ACTIVITIES ARE BEING USED TO OFFER OR MARKET SUCH TAXABLE BONDS
IN THE STATE OF KUWAIT. INTERESTED INVESTORS FROM THE STATE OF KUWAIT WHO APPROACH US OR ANY OF THE
UNDERWRITERS REALIZE THIS RESTRICTION, AND THAT THIS OFFERING AND ANY RELATED MATERIALS SHALL BE SUBJECT
TO ALL APPLICABLE FOREIGN LAWS AND RULES; THEREFORE, THEY MUST NOT COPY OR DISTRIBUTE SUCH MATERIALS TO
ANY OTHER PERSON.

LIECHTENSTEIN

THE TAXABLE BONDS ARE OFFERED TO A NARROWLY DEFINED CATEGORY OF INVESTORS, IN ALL CASES AND UNDER ALL
CIRCUMSTANCES DESIGNED TO PRECLUDE A PUBLIC SOLICITATION. THIS OFFERING OFFICIAL STATEMENT MAY NOT BE
REPRODUCED OR USED FOR ANY OTHER PURPOSE, NOR BE FURNISHED TO ANY OTHER PERSON OTHER THAN THOSE TO WHOM
COPIES HAVE BEEN SENT.

LUXEMBOURG

THE LUXEMBOURG REGULATORY AUTHORITIES HAVE NEITHER REVIEWED NOR APPROVED THIS OFFICIAL STATEMENT.
HAVING REGARD TO ARTICLE 76 OF THE LUXEMBOURG DECEMBER 20, 2002 LAW ON UNDERTAKINGS FOR COLLECTIVE
INVESTMENT, THE TAXABLE BONDS ARE NOT AND MAY NOT BE OFFERED TO THE PUBLIC IN OR FROM LUXEMBOURG, AND
FURTHER THEY MAY NOT BE OFFERED IN LUXEMBOURG OUTSIDE THE SCOPE OF THE EXEMPTIONS PROVIDED FOR BY ARTICLE
5 §2 OF THE LUXEMBOURG LAW OF 10 JULY 2005 ON PROSPECTUSES FOR SECURITIES. THIS OFFER HAS NOT BEEN AND MAY
NOT BE ANNOUNCED TO THE PUBLIC AND OFFERING MATERIAL MAY NOT BE MADE AVAILABLE TO THE PUBLIC.

THE NETHERLANDS

THE TAXABLE BONDS MAY NOT BE OFFERED, SOLD, TRANSFERRED OR DELIVERED, DIRECTLY OR INDIRECTLY, IN THE
NETHERLANDS, AS PART OF THEIR INITIAL DISTRIBUTION OR AT ANY TIME THEREAFTER, OTHER THAN:

(A) TOINDIVIDUALS OR LEGAL ENTITIES WHICH ARE CONSIDERED TO BE “QUALIFIED INVESTORS” (GEKWALIFICEERDE
BELEGGERS) WITHIN THE MEANING OF SECTION 1:1 OF THE FINANCIAL SUPERVISION ACT (WET OP HET FINANCIEEL TOEZICHT,
WEFT);

(B) TO FEWER THAN 100 INDIVIDUALS OR LEGAL ENTITIES WITHIN THE NETHERLANDS (OTHER THAN THE “QUALIFIED
INVESTORS” AS DESCRIBED ABOVE);

(C) FOR A TOTAL CONSIDERATION OF AT LEAST € 50,000 PER INVESTOR; OR

(D) IN CIRCUMSTANCES WHERE ANOTHER EXEMPTION OR DISPENSATION FROM BOTH THE PROHIBITION OF SECTION 2:65
WEFT AND SECTION 5:2 WFT APPLIES UNDER EITHER SECTION 2:74 WFT IN CONJUNCTION WITH SECTION 4 OF THE EXEMPTION
REGULATION WFT (VRIJSTELLINGSREGELING WFT) OR SECTION 5:3 WFT OR 5:5 WFT IN CONJUNCTION WITH SECTIONS 53, 54, OR
55 OF THE EXEMPTION REGULATION WFT.

NEITHER THE ISSUER NOR THE TAXABLE BONDS ARE SUBJECT TO (A) THE LICENSE REQUIREMENT UNDER THE WFT AND
(B) THE SUPERVISION OF THE AUTHORITY FOR THE FINANCIAL MARKETS (AUTHORITEIT FINANCIELE MARKTEN).

NEW ZEALAND

NO PROSPECTUS HAS BEEN REGISTERED WITH THE NEW ZEALAND REGISTRAR OF COMPANIES IN ACCORDANCE WITH THE
SECURITIES ACT 1978 (NEW ZEALAND) (THE “SECURITIES ACT”). ACCORDINGLY, NEITHER THIS OFFICIAL STATEMENT NOR ANY
OTHER OFFERING MATERIALS OR ADVERTISEMENT IN RELATION TO THE TAXABLE BONDS (TOGETHER, THE “OFFERING
DOCUMENTS AND MATERIALS”) MAY BE RECEIVED BY A PERSON IN NEW ZEALAND NOR MAY THE TAXABLE BONDS BE
OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, IN NEW ZEALAND UNLESS THE FOLLOWING EXCEPTION APPLIES OR IN OTHER
CIRCUMSTANCES WHERE THERE IS NO CONTRAVENTION OF THE SECURITIES ACT (OR ANY STATUTORY MODIFICATION OR RE-
ENACTMENT OF, OR STATUTORY SUBSTITUTION FOR, THE SECURITIES ACT).

OFFERING DOCUMENTS AND MATERIALS MAY BE RECEIVED BY, AND TAXABLE BONDS MAY BE OFFERED OR SOLD TO,
PERSONS:
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(A) WHOSE PRINCIPAL BUSINESS IS THE INVESTMENT OF MONEY OR WHO, IN THE COURSE OF AND FOR THE PURPOSES OF
THEIR BUSINESS, HABITUALLY INVEST MONEY; AND/OR

(B) WHO ARE EACH REQUIRED TO PAY A MINIMUM SUBSCRIPTION PRICE OF AT LEAST N.Z. $500,000 FOR THE TAXABLE
BONDS BEFORE THE ALLOTMENT OF THE TAXABLE BONDS.

NORWAY

THIS OFFICIAL STATEMENT HAS NOT BEEN PRODUCED IN ACCORDANCE WITH THE PROSPECTUS REQUIREMENTS LAID
DOWN IN THE NORWEGIAN SECURITIES TRADING ACT 2007 OR IN ACCORDANCE WITH THE PROSPECTUS REQUIREMENTS LAID
DOWN IN THE NORWEGIAN SECURITIES FUND ACT 1981. THIS OFFICIAL STATEMENT HAS NOT BEEN APPROVED OR
DISAPPROVED BY, OR REGISTERED WITH, THE OSLO STOCK EXCHANGE, KREDITTILSYNET NOR THE NORWEGIAN REGISTRY OF
BUSINESS ENTERPRISES.

THE OFFER TO PARTICIPATE IN THE SUBSCRIPTION OF TAXABLE BONDS CONTAINED IN THIS OFFICIAL STATEMENT IS
ONLY AND EXCLUSIVELY DIRECTED TO THE ADDRESSEES OF THIS OFFER AND CAN NOT BE DISTRIBUTED, OFFERED OR
PRESENTED, EITHER DIRECTLY OR INDIRECTLY TO OTHER PERSONS OR ENTITIES DOMICILED IN NORWAY WITHOUT THE
CONSENT OF THE OFFEROR.

THE PEOPLE’S REPUBLIC OF CHINA (FOR PURPOSES OF THIS OFFICIAL STATEMENT, THE PEOPLE’S REPUBLIC OF
CHINA DOES NOT INCLUDE HONG KONG, MACAU, AND TAIWAN)

THE TAXABLE BONDS MAY NOT BE OFFERED OR SOLD DIRECTLY OR INDIRECTLY IN THE PEOPLE’S REPUBLIC OF CHINA
(WHICH, FOR SUCH PURPOSES, DOES NOT INCLUDE THE HONG KONG OR MACAU SPECIAL ADMINISTRATIVE REGIONS OR
TAIWAN) (THE “PRC”). THE INFORMATION CONTAINED IN THIS OFFICIAL STATEMENT WILL NOT CONSTITUTE AN OFFER TO
SELL OR THE SOLICITATION OF AN OFFER TO BUY ANY TAXABLE BONDS WITHIN THE PRC. THIS OFFICIAL STATEMENT OR THE
INFORMATION CONTAINED IN THIS OFFICIAL STATEMENT HAVE NOT BEEN AND WILL NOT BE SUBMITTED TO OR
APPROVED/VERIFIED BY OR REGISTERED WITH ANY RELEVANT GOVERNMENTAL AUTHORITIES IN THE PRC AND MAY NOT BE
SUPPLIED TO THE PUBLIC IN THE PRC OR USED IN CONNECTION WITH ANY OFFER FOR THE SUBSCRIPTION OR SALE OF THE
TAXABLE BONDS IN THE PRC. THE TAXABLE BONDS MAY ONLY BE OFFERED OR SOLD TO PRC INVESTORS THAT ARE
AUTHORIZED TO ENGAGE IN THE PURCHASE OF TAXABLE BONDS OF THE TYPE BEING OFFERED OR SOLD. PRCINVESTORS ARE
RESPONSIBLE FOR OBTAINING ALL RELEVANT GOVERNMENT REGULATORY APPROVALS/LICENSES, VERIFICATION AND/OR
REGISTRATION THEMSELVES, INCLUDING, BUT NOT LIMITED TO, ANY WHICH MAY BE REQUIRED FROM THE STATE
ADMINISTRATION OF FOREIGN EXCHANGE, THE CHINA SECURITIES REGULATORY COMMISSION, THE CHINA BANKING
REGULATORY COMMISSION, THE CHINA INSURANCE REGULATORY COMMISSION AND OTHER REGULATORY BODIES, AND
COMPLYING WITH ALL RELEVANT PRC REGULATIONS, INCLUDING, BUT NOT LIMITED TO, ANY RELEVANT FOREIGN EXCHANGE
REGULATIONS AND/OR OVERSEAS INVESTMENT REGULATIONS.

PORTUGAL

THIS OFFICIAL STATEMENT IS PRIVATE AND CONFIDENTIAL AND ARE FOR THE USE SOLELY OF THE PERSON TO WHOMIT IS
ADDRESSED.

NO ACTION HAS BEEN TAKEN, OR IS INTENDED TO BE TAKEN, THAT WOULD CAUSE THIS DISTRIBUTION TO BE QUALIFIED
UNDER PORTUGUESE SECURITIES LAW AS A PUBLIC OFFER OF SECURITIES OR, IN PARTICULAR, AS A COMMERCIALIZATION OF
INVESTMENT FUNDS, PURSUANT TO DECREE LAW NO. 252/2003, DATED AS OF OCTOBER 17,2003, AS AMENDED.

ACCORDINGLY, THIS OFFICIAL STATEMENT SHALL NOT BE MADE AVAILABLE TO THE PUBLIC, ADVERTISED IN ANY PUBLIC
MANNER IN PORTUGAL OR TO PORTUGUESE RESIDENTS OR USED FOR SOLICITATION PURPOSES TO UNDETERMINED
INVESTORS IN PORTUGAL.

THIS OFFICIAL STATEMENT IS BEING MADE AVAILABLE FOR INFORMATION PURPOSES AND ON A PERSONAL AND
CONFIDENTIAL BASIS EXCLUSIVELY TO PORTUGUESE “QUALIFIED INVESTORS”, WITHIN THE MEANING OF THE PORTUGUESE
SECURITIES CODE, AND TO LESS THAN 100 DETERMINED PORTUGUESE “NON-QUALIFIED INVESTORS.

SAUDI ARABIA

THIS OFFICIAL STATEMENT MAY NOT BE DISTRIBUTED IN THE KINGDOM OF SAUDI ARABIA EXCEPT TO SUCH PERSONS AS
ARE PERMITTED UNDER THE OFFERS OF SECURITIES REGULATIONS ISSUED BY THE SAUDI ARABIAN CAPITAL MARKET
AUTHORITY.

THE SAUDI ARABIAN CAPITAL MARKET AUTHORITY DOES NOT MAKE ANY REPRESENTATION AS TO THE ACCURACY OR
COMPLETENESS OF THIS OFFICIAL STATEMENT AND EXPRESSLY DISCLAIMS ANY LIABILITY WHATSOEVER FOR ANY LOSS
ARISING FROM, OR INCURRED IN RELIANCE UPON, ANY PART OF THIS OFFICIAL STATEMENT. PROSPECTIVE PURCHASERS OF
THE TAXABLE BONDS OFFERED HEREBY SHOULD CONDUCT THEIR OWN DUE DILIGENCE ON THE ACCURACY OF THE
INFORMATION RELATING TO THE TAXABLE BONDS. IF YOU DO NOT UNDERSTAND THE CONTENTS OF THIS OFFICIAL
STATEMENT, YOU SHOULD CONSULT AN AUTHORIZED FINANCIAL ADVISER.

SINGAPORE

NEITHER THIS OFFICIAL STATEMENT NOR ANY OTHER DOCUMENT OR MATERIAL IN CONNECTION WITH ANY OFFER OF
THE TAXABLE BONDS HAS BEEN OR WILL BE LODGED OR REGISTERED AS A PROSPECTUS WITH THE MONETARY AUTHORITY
OF SINGAPORE (“MAS”) UNDER THE SECURITIES AND FUTURES ACT (CAP.289) OF SINGAPORE (“SFA”). ACCORDINGLY, THE MAS
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ASSUMES NO RESPONSIBILITY FOR THE CONTENTS OF THIS OFFICIAL STATEMENT. THIS OFFICIAL STATEMENT IS NOT A
PROSPECTUS AS DEFINED IN THE SFA AND STATUTORY LIABILITY UNDER THE SFA IN RELATION TO THE CONTENTS OF
PROSPECTUSES WOULD NOT APPLY.

THIS OFFICIAL STATEMENT AND ANY OTHER DOCUMENTS OR MATERIALS IN CONNECTION WITH THIS OFFER AND THE
TAXABLE BONDS MAY NOT BE DIRECTLY OR INDIRECTLY ISSUED, CIRCULATED OR DISTRIBUTED, NOR MAY THE TAXABLE
BONDS BE OFFERED OR SOLD, OR BE MADE THE SUBJECT OF AN INVITATION FOR SUBSCRIPTION OR PURCHASE, WHETHER
DIRECTLY OR INDIRECTLY, TO PERSONS IN SINGAPORE OTHER THAN (I) TO AN INSTITUTIONAL INVESTOR UNDER SECTION 274
OF THE SFA; (II) TO A RELEVANT PERSON (AS DEFINED IN SECTION 275(2) OF THE SFA) PURSUANT TO SECTION 275(1) OF THE
SFA; (II) TO ANY PERSON PURSUANT TO THE CONDITIONS OF SECTION 275(1A) OF THE SFA; OR (IV) OTHERWISE PURSUANT TO,
AND IN ACCORDANCE WITH, THE CONDITIONS OF ANY OTHER APPLICABLE PROVISIONS OF THE SFA.

ANY SUBSEQUENT OFFERS IN SINGAPORE OF THE TAXABLE BONDS ACQUIRED PURSUANT TO AN INITIAL OFFER MADE IN
RELIANCE ON AN EXEMPTION UNDER SECTION 274 OF THE SFA OR SECTION 275 OF THE SFA MAY ONLY BE MADE, PURSUANT
TO THE REQUIREMENTS OF SECTION 276 OF THE SFA, FOR THE INITIAL SIX MONTH PERIOD AFTER SUCH ACQUISITION TO
PERSONS WHO ARE INSTITUTIONAL INVESTORS (AS DEFINED IN SECTION 4A OF THE SFA) OR TO ACCREDITED INVESTORS AND
CERTAIN OTHER PERSONS (AS SET OUT IN SECTION 275 OF THE SFA). ANY TRANSFER AFTER SUCH INITIAL SIX MONTH PERIOD
IN SINGAPORE SHALL BE MADE, PURSUANT TO THE REQUIREMENTS OF SECTION 257 OF THE SFA, IN RELIANCE ON ANY
APPLICABLE EXEMPTION UNDER SUBDIVISION (4) OF DIVISION 1 OF PART XIII OF THE SFA.

IN ADDITION TO THE ABOVE, PURSUANT TO THE REQUIREMENTS OF SECTION 276(3) AND 276(4) OF THE SFA, WHERE THE
TAXABLE BONDS ARE SUBSCRIBED OR PURCHASED UNDER SECTION 275 OF THE SFA BY A RELEVANT PERSON WHICH IS:

(A) A CORPORATION (WHICH IS NOT AN ACCREDITED INVESTOR (AS DEFINED IN SECTION 4A OF THE SFA)) THE SOLE
BUSINESS OF WHICH IS TO HOLD INVESTMENTS AND THE ENTIRE SHARE CAPITAL OF WHICH IS OWNED BY ONE OR MORE
INDIVIDUALS, EACH OF WHOM IS AN ACCREDITED INVESTOR; OR

(B) ATRUST (WHERE THE TRUSTEE IS NOT AN ACCREDITED INVESTOR) WHOSE SOLE PURPOSE IS TO HOLD INVESTMENTS
AND EACH BENEFICIARY OF THE TRUST IS AN INDIVIDUAL WHO IS AN ACCREDITED INVESTOR, SECURITIES (AS DEFINED IN
SECTION 239(1) OF THE SFA) OF THAT CORPORATION OR THE BENEFICIARIES’ RIGHTS AND INTERESTS (HOWSOEVER
DESCRIBED) IN THAT TRUST SHALL NOT BE TRANSFERRED WITHIN SIX MONTHS AFTER THAT CORPORATION OR THAT TRUST
HAS ACQUIRED THE TAXABLE BONDS PURSUANT TO AN OFFER MADE UNDER SECTION 275 OF THE SFA EXCEPT:

(1) TO AN INSTITUTIONAL INVESTOR OR TO A RELEVANT PERSON DEFINED IN SECTION 275(2) OF THE SFA, OR TO ANY
PERSON ARISING FROM AN OFFER REFERRED TO IN SECTION 275(1A) OR SECTION 276(4)(1)(B) OF THE SFA;

(2) WHERE NO CONSIDERATION IS OR WILL BE GIVEN FOR THE TRANSFER;
(3) WHERE THE TRANSFER IS BY OPERATION OF LAW; OR

(4) WHERE THE TAXABLE BONDS WERE PREVIOUSLY OFFERED AND MADE IN OR ACCOMPANIED BY A PROSPECTUS AND
WHICH ARE OF THE SAME CLASS AS OTHER SECURITIES OF A CORPORATION LISTED ON THE SINGAPORE EXCHANGE TAXABLE
BONDS TRADING LIMITED.

SPAIN

THE OFFER OF TAXABLE BONDS HAS NOT BE REGISTERED WITH AND AUTHORIZED BY THE SPANISH SECURITIES
COMMISSION. ACCORDINGLY, NO TAXABLE BONDS MAY BE OFFERED OR SOLD IN THE KINGDOM OF SPAIN NOR ANY
DOCUMENT OR OFFER MATERIAL BE DISTRIBUTED IN SPAIN OR TARGETED AT SPANISH RESIDENTS SAVE IN COMPLIANCE AND
IN ACCORDANCE WITH THE REQUIREMENTS SET OUT IN LAW 35/2003 AND THE REGULATION ISSUED THEREUNDER.

SWEDEN

NEITHER THE ISSUER NOR THE UNDERWRITERS ARE AUTHORISED UNDER THE SWEDISH INVESTMENT FUNDS ACT. THE
TAXABLE BONDS ARE BEING OFFERED TO A LIMITED NUMBER OF INSTITUTIONAL INVESTORS AND, THEREFORE, THIS
OFFICIAL STATEMENT HAS NOT BEEN, AND WILL NOT BE, REGISTERED WITH THE SWEDISH FINANCIAL SUPERVISORY
AUTHORITY UNDER THE SWEDISH FINANCIAL INSTRUMENTS TRADING ACT (1991:980). ACCORDINGLY, THIS OFFICIAL
STATEMENT MAY NOT BE MADE AVAILABLE, NOR MAY THE TAXABLE BONDS OTHERWISE BE MARKETED AND OFFERED FOR
SALE IN SWEDEN, OTHER THAN IN CIRCUMSTANCES WHICH ARE DEEMED NOT TO BE AN OFFER TO THE PUBLIC IN SWEDEN
UNDER THE FINANCIAL INSTRUMENTS TRADING ACT.

SWITZERLAND

THIS OFFICIAL STATEMENT DOES NOT CONSTITUTE AN ISSUE PROSPECTUS PURSUANT ART 652A OR ART 1156 OF THE SWISS
CODE OF OBLIGATIONS AND THE ISSUER HAS NOT AND WILL NOT REGISTER WITH THE SWISS FEDERAL BANKING COMMISSION
AS A FOREIGN INVESTMENT FUND. THE PRODUCTS WILL NOT BE LISTED ON THE SWX SWISS EXCHANGE AND, THEREFORE,
THE OFFICIAL STATEMENT MAY NOT COMPLY WITH THE DISCLOSURE STANDARDS OF THE LISTING RULES OF THE SWX SWISS
EXCHANGE.

ACCORDINGLY, THE PRODUCTS MAY NOT BE OFFERED TO THE PUBLIC IN OR FROM SWITZERLAND, BUT ONLY TO A
SELECTED AND LIMITED CIRCLE OF INVESTORS. THE INVESTORS WILL BE INDIVIDUALLY APPROACHED BY THE ISSUER FROM
TIME TO TIME. THIS OFFICIAL STATEMENT IS PERSONAL TO EACH OFFEREE AND DOES NOT CONSTITUTE AN OFFER TO ANY
OTHER PERSON. THE OFFERING OFFICIAL STATEMENT MAY ONLY BE USED BY THOSE PERSONS TO WHOM IT HAS BEEN
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HANDED OUT IN CONNECTION WITH THE OFFER DESCRIBED THEREIN AND MAY NEITHER BE COPIED OR DIRECTLY NOR
INDIRECTLY BE DISTRIBUTED OR MADE AVAILABLE TO OTHER PERSONS WITHOUT EXPRESS CONSENT OF THE ISSUER. THE
OFFEREE MAY NOT SELL OR OFFER THE PRODUCTS TO ANY OTHER PERSON EXCEPT TO (I) REGULATED FINANCIAL
INTERMEDIARIES (SUCH AS BANKS, SECURITIES DEALERS AND FUND MANAGEMENT COMPANIES), (II) INSURANCE COMPANIES,
(1II) PUBLIC ENTITIES AND PENSION FUNDS WITH PROFESSIONAL TREASURY OPERATIONS AS DEFINED BY THE PRACTICE OF
THE FBC, (IV) COMPANIES WITH PROFESSIONAL TREASURY OPERATIONS AS DEFINED BY THE PRACTICE OF THE FBC, (V) HIGH
NET WORTH INDIVIDUALS (INDIVIDUALS WHO HAVE CONFIRMED TO A BANK, SECURITIES DEALER, FUND MANAGEMENT
COMPANY OR INDEPENDENT ASSET MANAGER IN WRITING, THAT, AT THE TIME OF PURCHASE, THEY DIRECTLY OR
INDIRECTLY HOLD FINANCIAL INVESTMENTS OF TWO MILLION SWISS FRANCS) OR (VI) INVESTORS WHO HAVE ENTERED INTO
A DISCRETIONARY MANAGEMENT AGREEMENT WITH A BANK, SECURITIES DEALER, OR FUND MANAGEMENT COMPANY OR
WITH AN INDEPENDENT ASSET MANAGER SUBJECT TO THE SWISS ANTI-MONEY LAUNDERING LEGISLATION AND TO A CODE OF
CONDUCT RECOGNIZED BY THE FBC.

TAIWAN

THE TAXABLE BONDS ARE BEING MADE AVAILABLE IN TAIWAN ON A PRIVATE PLACEMENT BASIS ONLY TO BANKS, BILLS
HOUSES, TRUST ENTERPRISES, FINANCIAL HOLDING COMPANIES AND OTHER QUALIFIED ENTITIES OR INSTITUTIONS
(COLLECTIVELY, “QUALIFIED INSTITUTIONS”’) AND OTHER ENTITIES AND INDIVIDUALS MEETING SPECIFIC CRITERIA (“OTHER
QUALIFIED INVESTORS”) PURSUANT TO THE PRIVATE PLACEMENT PROVISIONS OF THE TAIWAN RULES GOVERNING OFFSHORE
FUNDS. NO OTHER OFFER OR SALE OF THE TAXABLE BONDS IN TAIWAN IS PERMITTED. TAIWAN PURCHASERS OF THE
TAXABLE BONDS MAY NOT SELL OR OTHERWISE DISPOSE OF THEIR HOLDINGS EXCEPT BY REDEMPTION, TRANSFER TO A
QUALIFIED INSTITUTION OR OTHER QUALIFIED INVESTOR, TRANSFER BY OPERATION OF LAW OR OTHER MEANS APPROVED BY
THE TAIWAN FINANCIAL SUPERVISORY COMMISSION.

THAILAND
THE TAXABLE BONDS WILL NOT BE OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, IN THAILAND.
UNITED ARAB EMIRATES

THE TAXABLE BONDS OFFERED ARE NOT REGULATED UNDER THE LAWS OF THE UNITED ARAB EMIRATES (“UAE”)
RELATING TO FUNDS, INVESTMENTS OR OTHERWISE. NEITHER THE ISSUER NOR THE UNDERWRITERS NOR THIS OFFICIAL
STATEMENT HAS BEEN APPROVED BY THE UAE CENTRAL BANK OR ANY OTHER REGULATORY AUTHORITY IN THE UAE. THIS
OFFICIAL STATEMENT IS BEING DISTRIBUTED TO A LIMITED NUMBER OF SELECTED INSTITUTIONAL AND OTHER
SOPHISTICATED HIGH NET WORTH INVESTORS UPON THEIR REQUEST AND CONFIRMATION THAT THEY UNDERSTAND,
ACKNOWLEDGE AND AGREE THAT:

(A) THIS OFFICIAL STATEMENT DOES NOT CONSTITUTE A PUBLIC OFFER OF SECURITIES IN THE UAE IN ACCORDANCE
WITH THE APPLICABLE FINANCIAL SERVICES LAWS OF THE UAE AND IS NOT AN ADVERTISEMENT OR SOLICITATION TO THE
GENERAL PUBLIC OF THE UAE;

(B) THIS OFFICIAL STATEMENT IS STRICTLY PRIVATE AND CONFIDENTIAL AND IS INTENDED ONLY FOR THE ORIGINAL
RECIPIENTS HEREOF TO WHOM THIS OFFICIAL STATEMENT IS PERSONALLY PROVIDED AND MAY NOT BE REPRODUCED OR
USED FOR ANY OTHER PURPOSE;

(C) THIS OFFICIAL STATEMENT IS FOR INFORMATIONAL PURPOSES ONLY AND NOTHING CONTAINED HEREIN IS INTENDED
TO CONSTITUTE UAE INVESTMENT, LEGAL, TAX ACCOUNTING OR OTHER PROFESSIONAL ADVICE (YOU SHOULD CONSULT
WITH AN APPROPRIATE PROFESSIONAL FOR SPECIFIC ADVICE RENDERED ON THE BASIS OF YOUR SITUATION AND
CIRCUMSTANCES);

(D) THE TAXABLE BONDS HAVE NOT BEEN AND WILL NOT BE MARKETED FROM WITHIN THE UAE AND NO SUBSCRIPTION
OF THE TAXABLE BONDS WILL BE CONSUMMATED WITHIN THE UAE; AND

(E) THEISSUER AND THE UNDERWRITERS ARE NOT LICENSED TO ACT AS A BROKER OR INVESTMENT ADVISOR IN THE UAE
AND DOES NOT ADVISE PERSONS RESIDENT IN THE UAE AS TO THE APPROPRIATENESS OF INVESTING IN OR PURCHASING OR
SELLING SECURITIES OR OTHER FINANCIAL PRODUCTS.

THE TAXABLE BONDS REFERRED TO IN THIS OFFICIAL STATEMENT ARE NOT OFFERED OR INTENDED TO BE SOLD
DIRECTLY OR INDIRECTLY TO THE PUBLIC IN THE UAE. FURTHER, THE INFORMATION CONTAINED IN THIS OFFICIAL
STATEMENT IS NOT INTENDED TO LEAD TO THE CONCLUSION OF ANY CONTRACT OF ANY NATURE WITHIN THE TERRITORY OF
THE UAE.

UNITED KINGDOM

THIS COMMUNICATION IS DIRECTED ONLY AT PERSONS WHO (I) ARE OUTSIDE THE UNITED KINGDOM OR (II) ARE
INVESTMENT PROFESSIONALS FALLING WITHIN ARTICLE 19(5) OF THE FINANCIAL SERVICES AND MARKETS ACT 2000
(FINANCIAL PROMOTION) ORDER 2005 OF THE UNITED KINGDOM AS AMENDED (THE “ORDER”) OR (III) ARE HIGH NET WORTH
ENTITIES FALLING WITHIN ARTICLE 49(2)(A) TO (D) OF THE ORDER OR (IV) SUCH OTHER PERSONS TO WHOM IT MAY LAWFULLY
BE COMMUNICATED (ALL SUCH PERSONS TOGETHER BEING REFERRED TO AS “RELEVANT PERSONS”). THIS COMMUNICATION
MUST NOT BE ACTED ON OR RELIED ON BY PERSONS WHO ARE NOT RELEVANT PERSONS. ANY INVESTMENT OR INVESTMENT
ACTIVITY TO WHICH THIS COMMUNICATION RELATES IS AVAILABLE ONLY TO RELEVANT PERSONS AND WILL BE ENGAGED IN
ONLY WITH RELEVANT PERSONS.
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SUMMARY

This Summary does not constitute a part of the Official Statement for the issuance and sale by the State of Connecticut of its
$567,035,000 State of Connecticut General Obligation Bonds consisting of 347,035,000 General Obligation Refunding Bonds (2010
Series D) (the “Refunding Bonds”), $203,400,000 Taxable General Obligation Bonds (2010 Series B) (Qualified School Construction
Bonds — Direct Subsidy) (the “Series B Taxable Bonds”), $22,205,000 Taxable General Obligation Bonds (2010 Series C) (Recovery
Zone Economic Development Bonds — Direct Payment) (the “Series C Taxable Bonds”) and $294,395,000 Taxable General Obligation
Bonds (2010 Series D) (Build America Bonds — Direct Payment) (the “Series D Taxable Bonds”, and together with the Series B and
Series C Taxable Bonds, the “Taxable Bonds”). The Refunding Bonds and the Taxable Bonds are herein collectively referred to as the
“Bonds”. This Summary is for informational purposes only and is subject in all respects to a more complete discussion contained in the

Official Statement.

Security

Tax Exemption of
Refunding Bonds

Tax Status of Series B,
Series C and Series D
Taxable Bonds

State of Connecticut
Tax Exemption of
the Bonds

Interest Payment Dates

Principal Payment Dates

The Bonds will be general obligation bonds of the State of Connecticut, and the full faith and credit of the
State will be pledged for the payment of the principal of and interest on the Bonds as the same become due.

In the opinion of Bond Counsel and Tax Counsel, rendered in reliance upon and assuming the accuracy of
and continuing compliance by the State with its representations and covenants relating to certain
requirements of the Internal Revenue Code of 1986, as amended, under existing law, interest on the
Refunding Bonds is not included in gross income for federal income tax purposes and is not an item of tax
preference for purposes of the federal alternative minimum tax. No opinion is expressed as to whether
interest on the Refunding Bonds is included in the determination of adjusted current earnings for purposes
of computing the alternative minimum tax imposed on certain corporations. See TAX EXEMPTION OF
THE REFUNDING BONDS herein.

In the opinion of Bond Counsel and Tax Counsel, under existing law, interest on the Series B Taxable
Bonds, the Series C Taxable Bonds and the Series D Taxable Bonds is included in gross income for federal
income tax purposes pursuant to the Code. See TAX STATUS OF THE TAXABLE BONDS herein.

The Series B Taxable Bonds are designated as “qualified school construction bonds”, as defined in Section
54F of the Internal Revenue Code of 1986, as amended (the “Code”), and the State has made the irrevocable
election pursuant to Section 6431 of the Code to receive from the Federal government credit payments in an
amount equal to the lesser of the amount of the interest payable on the Series B Taxable Bonds or the
amount of interest payable if determined at the applicable credit rate announced by the United States
Department of the Treasury on the date of sale of the Series B Taxable Bonds.

The Series C Taxable Bonds are designated as “recovery zone economic development bonds” pursuant to
Section 1400U-2 of the Code, and the State has made the irrevocable election pursuant to Section 6431 of
the Code to receive from the Federal government credit payments equal to 45 percent of the amount of the
interest payable on the Series C Taxable Bonds.

The Series D Taxable Bonds are designated as “build America bonds” pursuant to Section 54AA of the
Code and the State has made the irrevocable election pursuant to Section 6431 of the Code to receive from
the Federal government credit payments equal to 35 percent of the amount of the interest payable on the
Series D Taxable Bonds.

In the opinion of Bond Counsel and Tax Counsel, under existing statutes, interest on the Bonds is excluded
from Connecticut taxable income for purposes of the Connecticut income tax on individuals, trusts and
estates and is excluded from amounts on which the net Connecticut minimum tax is based in the case of
individuals, trusts and estates required to pay the federal alternative minimum tax. See TAX
EXEMPTION OF THE REFUNDING BONDS and TAX STATUS OF THE TAXABLE BONDS
herein.

Interest on the Bonds will be payable on April 1, 2011 and semiannually thereafter on October 1 and April 1
in each year until maturity or earlier redemption, if applicable. Interest is calculated on the basis of a 360-
day year of twelve 30-day months at the annual rates set forth on the inside front cover.

Principal of the Bonds is payable on the dates and in the years and in the amounts shown on the inside front
cover.
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Denominations

Redemption

Delivery and Clearance

Paying Agent

Legal Counsel

Additional Information

The Bonds will be issued only in registered book-entry form, without coupons, in denominations of $5,000,
or any integral multiple thereof.

Certain of the Bonds may be subject to various types of mandatory redemption prior to maturity or optional
redemption prior to maturity at the election of the Treasurer as specified in the final Official Statement. See
THE BONDS - Optional Redemption, THE BONDS - Extraordinary Redemption and THE BONDS -
Mandatory Sinking Fund Redemption.

The Bonds are expected to be available for delivery at DTC in New York, New York, on or about
October 19, 2010.

U.S. Bank National Association, 225 Asylum Street, Hartford, Connecticut 06103, is the State’s Paying
Agent.

Day Pitney LLP of Hartford, Connecticut is Lead Bond Counsel; Day Pitney LLP, Edwards Angell Palmer
& Dodge LLP of Hartford, Connecticut, Hawkins Delafield & Wood LLP of Hartford, Connecticut, Lewis
& Munday, A Professional Corporation of Washington, DC, Pullman & Comley, LLC of Bridgeport,
Connecticut, Robinson & Cole LLP of Hartford, Connecticut, Shipman & Goodwin LLP of Hartford,
Connecticut, and Squire, Sanders & Dempsey L.L.P. of New York, New York, are Bond Counsel with
respect to certain series of the Bonds. Orrick, Herrington & Sutcliffe LLP of Washington, DC, and the Law
Offices of Joseph C. Reid, P.A. of New York, New York, are Co-Underwriters’ Counsel. Day Pitney LLP
is Lead Disclosure Counsel and Finn Dixon & Herling LLP of Stamford, Connecticut and Soeder &
Associates LLC of Hartford, Connecticut, are Co-Disclosure Counsel. Robinson & Cole LLP is Lead Tax
Counsel and Finn Dixon & Herling LLP and Soeder & Associates LLC are Co-Tax Counsel.

Additional information may be obtained upon request to the Office of the State Treasurer, Denise L.
Nappier, Attn: Sarah K. Sanders, Assistant Treasurer for Debt Management, 55 Elm Street, Hartford,
Connecticut 06106, (860) 702-3288.
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OFFICIAL STATEMENT
$567,035,000
STATE OF CONNECTICUT
General Obligation Bonds

$47,035,000 General Obligation Refunding Bonds (2010 Series D)

$203,400,000 Taxable General Obligation Bonds (2010 Series B)
(Qualified School Construction Bonds — Direct Subsidy)

$22,205,000 Taxable General Obligation Bonds (2010 Series C)
(Recovery Zone Economic Development Bonds — Direct Payment)

$294,395,000 Taxable General Obligation Bonds (2010 Series D)
(Build America Bonds — Direct Payment)

INTRODUCTION

This Official Statement, including the cover and inside cover pages, this Introduction, Part I, Part IT and Part IT1
and the Appendices thereto, of the State of Connecticut (the “State”) is provided for the purpose of presenting certain
information relating to the State in connection with the sale of $567,035,000 aggregate principal amount of its State of
Connecticut General Obligation Bonds consisting of $47,035,000 General Obligation Refunding Bonds (2010 Series D)
(the “Refunding Bonds”), $203,400,000 Taxable General Obligation Bonds (2010 Series B) (Qualified School
Construction Bonds — Direct Subsidy) (the “Series B Taxable Bonds”), $22,205,000 Taxable General Obligation Bonds
(2010 Series C) (Recovery Zone Economic Development Bonds — Direct Payment) (the “Series C Taxable Bonds™) and
$294,395,000 Taxable General Obligation Bonds (2010 Series D) (Build America Bonds — Direct Payment) (the
“Series D Taxable Bonds”, and together with the Series B and Series C Taxable Bonds, the “Taxable Bonds™). The
Refunding Bonds and the Taxable Bonds are herein collectively referred to as the “Bonds”.

Part I of this Official Statement, including the cover and inside front cover page and the Appendices thereto,
contains information relating to the Bonds. Part II of this Official Statement contains information which supplements as
of its date certain information contained in the most recent Annual Information Statement of the State. Part III of this
Official Statement, including the Appendices thereto, is the most recent Annual Information Statement of the State and
contains certain information about the State as of its date. The cover page, inside cover page, this Introduction, and
Parts I, IT and I1I and the Appendices thereto should be read collectively and in their entirety.
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PART 1
INFORMATION CONCERNING THE BONDS

$567,035,000
STATE OF CONNECTICUT
General Obligation Bonds

$47,035,000 General Obligation Refunding Bonds (2010 Series D)

$203,400,000 Taxable General Obligation Bonds (2010 Series B)
(Qualified School Construction Bonds — Direct Subsidy)

$22,205,000 Taxable General Obligation Bonds (2010 Series C)
(Recovery Zone Economic Development Bonds — Direct Payment)

$294,395,000 Taxable General Obligation Bonds (2010 Series D)
(Build America Bonds — Direct Payment)

THE BONDS
Description of the Bonds

The State of Connecticut (the “State”) is issuing $567,035,000 General Obligation Bonds (the “Bonds”).
The Bonds consist of $47,035,000 General Obligation Refunding Bonds (2010 Series D) (the “Refunding Bonds™)
comprising the following issues:

$ 1,700,000 General Obligation Refunding Bonds (2010 Series D-1)
$ 5,880,000 General Obligation Refunding Bonds (2010 Series D-2)
$ 28,730,000 General Obligation Refunding Bonds (2010 Series D-3)
$ 2,540,000 General Obligation Refunding Bonds (2010 Series D-4)
$§ 8,185,000 General Obligation Refunding Bonds (2010 Series D-5)

and $203,400,000 Taxable General Obligation Bonds (2010 Series B) (Qualified School Construction Bonds —
Direct Subsidy) (the “Series B Taxable Bonds™) comprising the following issues:

$203,400,000 Taxable General Obligation Bonds (2010 Series B-1)

and $22,205,000 Taxable General Obligation Bonds (2010 Series C) (Recovery Zone Economic Development
Bonds — Direct Payment) (the “Series C Taxable Bonds”) comprising the following issues:

$ 22,205,000 Taxable General Obligation Bonds (2010 Series C-1)

and $294,395,000 Taxable General Obligation Bonds (2010 Series D) (Build America Bonds — Direct Payment)
(the “Series D Taxable Bonds”, and together with the Series B and Series C Taxable Bonds, the “Taxable Bonds™)
comprising the following issues:

$ 59,095,000 Taxable General Obligation Bonds (2010 Series D-1)
$126,600,000 Taxable General Obligation Bonds (2010 Series D-2)
$ 20,000,000 Taxable General Obligation Bonds (2010 Series D-3)
$ 45,905,000 Taxable General Obligation Bonds (2010 Series D-4)
$ 17,795,000 Taxable General Obligation Bonds (2010 Series D-5)
$ 25,000,000 Taxable General Obligation Bonds (2010 Series D-6)
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The Series B Taxable Bonds will be issued as taxable obligations designated “qualified school
construction bonds” pursuant to Section 54F of the Code, the interest on which will be included in gross income
for federal income tax purposes and for which the State will elect to receive direct subsidy payments pursuant to
Section 6431 of the Code. See TAX STATUS OF THE TAXABLE BONDS herein.

The Series C Taxable Bonds will be issued as taxable obligations designated “recovery zone economic
development bonds” pursuant to Section 1400U-2 of the Code, the interest on which will be included in gross
income for federal income tax purposes and for which the State will elect to receive credit payments pursuant to
Section 6431 of the Code. See TAX STATUS OF THE TAXABLE BONDS herein.

The Series D Taxable Bonds will be issued as taxable obligations designated “build America bonds”
pursuant to Section 54AA of the Code, the interest on which will be included in gross income for federal income
tax purposes and for which the State will elect to receive credit payments pursuant to Section 6431 of the Code.
See TAX STATUS OF THE TAXABLE BONDS herein.

The Bonds will be dated the date of delivery, and will bear interest payable on April 1, 2011 and
semiannually thereafter on October 1 and April 1 in each year, until maturity or earlier redemption, at the rate or
rates indicated on the inside front cover page of this Official Statement.

Interest on the Bonds will be calculated on the basis of a 360-day year of twelve 30-day months and will
be payable to the registered owner as of the close of business on the fifteenth day of March and September in each
year, or the preceding business day if such fifteenth day is not a business day. The Bonds are issuable only as fully
registered bonds, without interest coupons, in denominations of $5,000 or any integral multiple thereof.

The Bonds will mature on the dates and in the years and in the principal amounts set forth on the inside
front cover of this Official Statement.

The Bonds will be general obligation bonds of the State and the full faith and credit of the State will be
pledged for the payment of the principal of and interest on the Bonds as the same become due. The Bonds will be
issued pursuant to the State general obligation bond procedure act (Section 3-20 of the General Statutes of
Connecticut, as amended). The Refunding Bonds are issued pursuant to a Bond Determination of the Treasurer.
The Taxable Bonds are issued pursuant to resolutions adopted by the State Bond Commission, and other
proceedings related thereto, including a Certificate of Determination of the Treasurer. See Nature of Obligation
herein.

Principal of and interest on the Bonds will be paid directly to The Depository Trust Company (“DTC”) by

U.S. Bank National Association, as Paying Agent, so long as DTC or its nominee, Cede & Co., is the Bondowner.
See Book-Entry-Only System herein.
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The $47,035,000 Refunding Bonds are being issued for the purpose of refunding an aggregate principal
amount of all or a portion of the callable maturities of certain outstanding State general obligation bonds set forth in
the “Plan of Refunding” described in Appendix I-A. Refunding Bonds of each series will mature on the dates and
in the years and in the principal amounts set forth in the following table:

$47,035,000 Refunding Bonds

Maturity Series Total
April 1, 2010 D-1 2010 D-2 2010 D-3 2010 D4 2010 D-5 2010 Series D
2011 $ 500,000 $ 500,000
October 1,
2014 $1,660,000 $1,660,000
2016 2,500,000 2,500,000
2017 $1,700,000 425,000 2,125,000
2018 455,000 $2,540,000 2,995,000
2019 685,000 685,000
2020 1,360,000 1,360,000
2021 2,790,000 2,790,000
2022 $5,880,000 18,355,000 $8,185,000 32,420,000
TOTAL $1,700,000 $5,880,000 $28,730,000 $2,540,000 $8,185,000 $47,035,000

The $203,400,000 Series B Taxable Bonds are being issued for various projects and purposes and are
authorized by the bond acts listed in Appendix I-A. Series B Taxable Bonds will mature on October 1 in the year
and in the principal amount set forth in the following table:

$203,400,000 Series B Taxable Bonds

Maturity Series Total
October 1 2010 B-1 2010 Series B
2029 $203,400,000 $203,400,000
TOTAL $203,400,000 $203,400,000

The $22,205,000 Series C Taxable Bonds are being issued for various projects and purposes and are
authorized by the bond acts listed in Appendix I-A. Series C Taxable Bonds will mature on October 1 in the year
and in the principal amount set forth in the following table:

$22,205,000 Series C Taxable Bonds

Maturity Series Total
October 1 2010 C-1 2010 Series C
2030 $22,205,000 $22,205,000
TOTAL $22,205,000 $22,205,000
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The $294,395,000 Series D Taxable Bonds are being issued for various projects and purposes and are
authorized by the bond acts listed in Appendix I-A. Series D Taxable Bonds of each series will mature on
October 1 in the years and in the principal amounts set forth in the following table:

$294,395,000 Series D Taxable Bonds

Maturity Series Total
October 1, 2010 D-1 2010 D-2 2010 D-3 2010 D4 2010 D-5 2010 D-6 2010 Series D
2030% $59,095,000 $126,600,000 $20,000,000 $45,905,000 $17,795,000 $25,000,000 $294,395,000
TOTAL $59,095,000 $126,600,000 $20,000,000 $45,905,000 $17,795,000 $25,000,000 $294,395,000

* Subject to mandatory sinking fund redemption
Designation of the Series B Taxable Bonds as Qualified School Construction Bonds

The Federal American Recovery and Reinvestment Act of 2009, Pub. L. No. 111-5, 123 Stat. 115 (2009),
enacted February 17, 2009 (the “Recovery Act”) added Section 54F to the Code, setting forth program
requirements for a new category of qualified tax credit bond under Section 54A(d)(1), authorizing state and local
governments to issue taxable qualified school construction bonds (“Taxable QSCBs”). The Series B Taxable
Bonds will be issued as Taxable QSCBs. Section 54F provides that the total amount of Taxable QSCBs that may
be issued nationally in calendar year 2009 and calendar year 2010 is limited to $11.0 billion for each year. The
United States Treasury has allocated $105,092,000 of the 2009 limit to the State of Connecticut, all of which has
been carried forward to 2010 in accordance with the Code. In addition, the United States Treasury allocated
$98,431,000 of the 2010 limit to the State. The Department of Education allocated $203,523,000 to the State to be
used by the State. The Series B Taxable Bonds are the first issuance of Taxable QSCBs under the State’s
allocation. Pursuant to the Recovery Act and the Hiring Incentives to Restore Employment Act of 2010, Pub. L.
No. 111-147, 124 Stat. 71 (2010), the State will receive from the Federal government credit payments in an amount
equal to the lesser of the amount of the interest payable on the Series B Taxable Bonds or the amount of interest
payable if determined at the applicable credit rate announced by the United States Department of the Treasury on
the date of sale of the Series B Taxable Bonds. The credit payment is not pledged to the Series B Taxable
Bonds, nor is its receipt a condition of payment of any portion of the principal and interest on the Series B
Taxable Bonds. See TAX STATUS OF THE TAXABLE BONDS herein.

Designation of the Series C Taxable Bonds as Recovery Zone Economic Development Bonds

The Recovery Act added Sections 1400U-1, 1400U-2 and 6431 to the Code, authorizing state and local
governments to issue a new category of taxable bonds known as recovery zone economic development bonds
(“Taxable RZEDBs - Direct Payment”). Taxable RZEDBs- Direct Payment are build America bonds - direct
payment within the meaning of Code Section 54AA(d), the proceeds of which are to be used only for certain
projects in recovery zones, within the meaning of Section 1400U-1(b). The Series C Taxable Bonds will be issued
as Taxable RZEDBs - Direct Payment. Section 1400U-1(a)(4) provides for national recovery zone economic
development bond volume cap of $10.0 billion. The United States Treasury has allocated $90,000,000 to the State
of Connecticut to suballocate to counties and large municipalities in the State. Executive Order No. 36-A
reallocated the available recovery zone economic development bond volume cap to the Connecticut Development
Authority (“CDA”). The CDA granted $22,205,000 of such recovery zone economic development bond volume
cap allocation to the State for use by the State in connection with the issuance of the Series C Taxable Bonds.
Pursuant to the Recovery Act, the State will receive credit payments from the United States Treasury equal to 45
percent of the amount of the interest payable on the Series C Taxable Bonds on or about each interest payment
date. The credit payment is not pledged to the Series C Taxable Bonds, nor is its receipt a condition of
payment of any portion of the principal and interest on the Series C Taxable Bonds. See TAX STATUS OF
THE TAXABLE BONDS herein.
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Designation of the Series D Taxable Bonds as Build America Bonds

The Recovery Act authorizes state and local governments to issue two general types of taxable build
America bonds (“Taxable BABs”), with the federal government providing subsidies for a portion of their
borrowing cost. One type of Taxable BAB provides a Federal tax credit to the bondholder; the other provides a
credit in the form of an interest subsidy payment directly to the issuer (“Taxable BABs - Direct Payment”). The
Series D Taxable Bonds will be issued as Taxable BABs - Direct Payment. Pursuant to the Recovery Act, the State
will receive a credit payment from the United States Treasury equal to 35% of the amount of the interest payable on
the Series D Taxable Bonds on or about each interest payment date. The credit payment is not pledged to the
Series D Taxable Bonds, nor is its receipt a condition of payment of any portion of the principal and interest
on the Series D Taxable Bonds. See TAX STATUS OF THE TAXABLE BONDS herein.

Optional Redemption

Refunding Bonds. The Refunding Bonds maturing after October 1, 2020 will be subject to redemption, at
the election of the Treasurer, on or after October 1, 2020 at any time, in whole or in part prior to maturity. The
redeemed Refunding Bonds may be in such amounts and in such order of maturity and in such Series and bear such
interest rate or rates (but by lot among Refunding Bonds bearing the same interest rate within a maturity of a
Series) as the Treasurer may determine. The respective redemption prices (expressed as percentages of the
principal amounts of Refunding Bonds to be redeemed) are set forth in the following table, to which will be added
interest accrued and unpaid to the redemption date:

Redemption Date Redemption Price
From October 1, 2020 and thereafter 100%

Make-Whole Optional Redemption. The Taxable Bonds are subject to redemption prior to their stated
maturity dates at the election of the Treasurer, in whole or in part at any time, at a redemption price equal to the
greater of:

(1) the issue price (but not less than 100% of the principal amount) of such applicable Series of
Taxable Bonds to be redeemed; the issue price of the Series B Taxable Bonds is 100.604%; the issue price of the
Series C Taxable Bonds is 100.745%; and the issue price of the Series D Taxable Bonds is 100.732%; or

2) the sum of the present values of the remaining unpaid payments of principal and interest to the
maturity date of such applicable Series of Taxable Bonds to be redeemed, not including any portion of those
payments of interest accrued and unpaid as of the date on which such Taxable Bonds are to be redeemed,
discounted to the date on which such Taxable Bonds are to be redeemed on a semi-annual basis, assuming a 360-
day year consisting of twelve 30-day months, at the Treasury Rate (described below under Extraordinary
Redemption) plus 25 basis points with regard to the Series B Taxable Bonds and Series C Taxable Bonds and 20
basis points with regard to the Series D Taxable Bonds, plus, in each case, accrued interest on such Taxable Bonds
to be redeemed to the redemption date. The redeemed Taxable Bonds may be in such amounts and in such order of
maturity and bear such interest rate or rates (but pro rata among bonds bearing the same interest rate within a
maturity) as the Treasurer may determine. So long as DTC or a successor securities depository is the sole
registered owner of the Taxable Bonds, partial redemptions will be done in accordance with DTC procedures. Itis
the State’s intent that redemption allocations made by DTC, the DTC Participants or such other intermediaries that
may exist between the State and the Beneficial Owners be made on a pro rata pass-through distribution of principal
basis as described below. If the Taxable Bonds are registered in book-entry only form and so long as DTC or a
successor securities depository is the sole registered owner of the Taxable Bonds, the particular Taxable Bonds or
portions thereof to be redeemed shall be selected on a pro rata pass-through distribution of principal basis in
accordance with DTC procedures, provided that, so long as such Taxable Bonds of a series are held in book-entry
form, the selection for redemption of such Taxable Bonds shall be made in accordance with the operational
arrangements of DTC then in effect, and, if the DTC operational arrangements do not allow for redemption on a
pro rata pass-through distribution of principal basis, such Taxable Bonds will be selected for redemption, in
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accordance with DTC procedures, by lot. However, the State can provide no assurance that DTC, the DTC
Participants or any other intermediaries will allocate redemptions among Beneficial Owners on such pro-rata pass-
through distribution basis.

Extraordinary Redemption

Extraordinary Optional Redemption. The Taxable Bonds are subject to redemption prior to their stated
maturity dates at the option of the Treasurer, in whole or in part at any time, following the occurrence of an
Extraordinary Event (as defined below), at a redemption price equal to the greater of:

(1) the issue price (but not less than 100% of the principal amount) of such applicable Series of
Taxable Bonds to be redeemed; the issue price of the Series B Taxable Bonds is 100.604%; the issue price of the
Series C Taxable Bonds is 100.745%; and the issue price of the Series D Taxable Bonds is 100.732%; or

2) the sum of the present value of the remaining scheduled payments of principal and interest to the
maturity date of such applicable Series of Taxable Bonds to be redeemed, not including any portion of those
payments of interest accrued and unpaid as of the date on which such Taxable Bonds are to be redeemed,
discounted to the date on which such Taxable Bonds are to be redeemed on a semi-annual basis, assuming a 360-
day year consisting of twelve 30-day months, at the Treasury Rate as described below, plus 100 basis points; plus,
in each case, accrued interest on such Taxable Bonds to be redeemed on the redemption date. The redeemed
Taxable Bonds may be in such amounts and in such order of maturity and bear such interest rate or rates (but pro
rata among bonds bearing the same interest rate within a maturity) as the Treasurer may determine. So long as
DTC or a successor securities depository is the sole registered owner of the Taxable Bonds, partial redemptions
will be done in accordance with DTC procedures. It is the State’s intent that redemption allocations made by DTC,
the DTC Participants or such other intermediaries that may exist between the State and the Beneficial Owners be
made on a pro rata pass-through distribution of principal basis as described below. If the Taxable Bonds are
registered in book-entry only form and so long as DTC or a successor securities depository is the sole registered
owner of the Taxable Bonds, the particular Taxable Bonds or portions thereof to be redeemed shall be selected on a
pro rata pass-through distribution of principal basis in accordance with DTC procedures, provided that, so long as
such Taxable Bonds of a series are held in book-entry form, the selection for redemption of such Taxable Bonds
shall be made in accordance with the operational arrangements of DTC then in effect, and, if the DTC operational
arrangements do not allow for redemption on a pro rata pass-through distribution of principal basis, such Taxable
Bonds will be selected for redemption, in accordance with DTC procedures, by lot. However, the State can
provide no assurance that DTC, the DTC Participants or any other intermediaries will allocate redemptions among
Beneficial Owners on such pro-rata pass-through distribution basis.

For purposes of the Extraordinary Optional Redemption Provisions, an “Extraordinary Event” will have
occurred in respect of the Series B Taxable Bonds, the Series C Taxable Bonds or the Series D Taxable Bonds,
respectively, if Section 54F, Section 1400U-2, Section 54AA, or Section 6431 of the Code is modified, amended
or interpreted in a manner pursuant to which the applicable credit payment to the State is reduced or eliminated.

“Treasury Rate” means, with respect to any redemption date for a particular bond, the yield to maturity for
the stated maturity of such bond of United States Treasury securities with a constant maturity (excluding inflation
indexed securities) as compiled and published and publicly available in the Federal Reserve Statistical Release
H.15 (519), at least two business days, but not more than 45 calendar days, prior to the redemption date, as
determined by the Treasurer (or, if such Statistical Release is no longer published, any publicly available source of
similar market data) most nearly equal to the period from the redemption date to the maturity date of the bond to be
redeemed, provided; however, that if the period from the redemption date to such maturity date is less than one
year, the weekly average yield on actually traded United States Treasury securities adjusted to a constant maturity
of one year will be used.

Extraordinary Mandatory Redemption from Unexpended Proceeds of the Series B Taxable Bonds. The
Series B Taxable Bonds are subject to extraordinary mandatory redemption, in whole or in part, on October 19,
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2013, in authorized denominations, at a redemption price equal to the principal amount of the Series B Taxable
Bonds called for redemption, in an amount equal to the unexpended proceeds of the sale of the Series B Taxable
Bonds held by the State, but only to the extent that the State fails to spend all of the proceeds of the Series B
Taxable Bonds for qualified purposes within the meaning of Section 54F of the Code within three years of the
issuance thereof and if no extension of the expenditure period has been granted by the Internal Revenue Service.
Based on its history of expenditures in its school construction bonding program, the State reasonably expects that
all of the proceeds of the Series B Taxable Bonds will be spent within 18 months of the date hereof.

Notice of Redemption. Notice of redemption shall be mailed not less than thirty (30) nor more than sixty
(60) days prior to the redemption date to the registered owner of such Bond at such Bondowner’s address as it
appears on the registration books of the State. So long as Cede & Co., as nominee of DTC, is the registered owner
of the Bonds, all notices of redemption will be sent only to DTC.

Mandatory Sinking Fund Redemption

The Series D Taxable Bonds due on October 1, 2030 are subject to mandatory sinking fund redemption in
part pro rata at a redemption price equal to one hundred percent (100%) of the principal amount of the Series D
Taxable Bonds to be redeemed, plus accrued interest thereon to the date specified for redemption, on October 1 in
each of the years set forth in the following table, in the principal amount specified in each of such years:

Year Principal Amount
2025 $105,000,000

2026 52,750,000
2027 52,750,000
2028 52,750,000
2030 31,145,000 (final maturity)

The State, at its option, may credit against mandatory sinking fund redemption requirements on a pro-rata
pass-through distribution of principal basis, any Series D Taxable Bonds which would be subject to such
mandatory sinking fund redemption requirement which have been purchased and canceled by the State or which
have been redeemed and not previously applied as a credit against such mandatory sinking fund redemption
requirement.

So long as DTC or a successor securities depository is the sole registered owner of the Series D Taxable
Bonds, partial redemptions will be done in accordance with DTC procedures. It is the State’s intent that
redemption allocations made by DTC, the DTC Participants or such other intermediaries that may exist between the
State and the Beneficial Owners be made on a pro rata pass-through distribution of principal basis as described
below. If the Series D Taxable Bonds are registered in book-entry only form and so long as DTC or a successor
securities depository is the sole registered owner of the Series D Taxable Bonds, the particular Series D Taxable
Bonds or portions thereof to be redeemed shall be selected on a pro rata pass-through distribution of principal basis
in accordance with DTC procedures, provided that, so long as such Series D Taxable Bonds of a series are held in
book-entry form, the selection for redemption of such Series D Taxable Bonds shall be made in accordance with
the operational arrangements of DTC then in effect, and, if the DTC operational arrangements do not allow for
redemption on a pro rata pass-through distribution of principal basis, such Series D Taxable Bonds will be selected
for redemption, in accordance with DTC procedures, by lot. However, the State can provide no assurance that
DTC, the DTC Participants or any other intermediaries will allocate redemptions among Beneficial Owners on such
pro-rata pass-through distribution basis.

Book-Entry-Only System
The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for the

Bonds. The Bonds will be issued as fully-registered securities registered in the name of Cede & Co. (DTC’s
partnership nominee) or such other name as may be requested by an authorized representative of DTC. One or
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more fully-registered Bond certificates will be issued for each maturity and interest rate of a given series of the
Bonds in the aggregate principal amount of such maturity, and will be deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the
New York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member
of the Federal Reserve System, a “clearing corporation” within the meaning of the New Y ork Uniform Commercial
Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act
of 1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments (from over 100 countries) that DTC’s
participants (“Direct Participants™) deposit with DTC. DTC also facilitates the post-trade settlement among Direct
Participants of sales and other securities transactions in deposited securities, through electronic computerized book-
entry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement
of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities
Clearing Corporation and Fixed Income Clearing Corporation all of which are registered clearing agencies. DTCC
is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as
both U.S. and non-U.S. securities brokers and dealers, banks, trust companies and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”). DTC has Standard & Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are
on file with the Securities and Exchange Commission. More information about DTC can be found at
www.dtcc.com and www.dtc.org.

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will
receive a credit for the Bonds on DTC’s records. The ownership interest of each actual purchaser of each Bond
(“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners
will not receive written confirmations from DTC of their purchase. Beneficial Owners are, however, expected to
receive written confirmation providing details of the transaction, as well as periodic statements of their holdings,
from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers
of ownership interests in the Bonds are to be accomplished by entries made on the books of Direct and Indirect
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing
their ownership interests in Bonds, except in the event that use of the book-entry system for the Bonds is
discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in
the name of DTC’s partnership nominee, Cede & Co. or such other name as may be requested by an authorized
representative of DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such
other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual
Beneficial Owners of the Bonds; DTC’s records reflect only the identity of the Direct Participants to whose
accounts such Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect
Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to
time.

Redemption notices shall be sent to DTC.
Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the Bonds

unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual procedures,
DTC mails an Omnibus Proxy to the State as soon as possible after the record date. The Omnibus Proxy assigns



Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Bonds are credited on
the record date (identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on, and redemption premium, if any, with respect to the Bonds will be
made to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s
practice is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information
from the State or the Paying Agent, on the payable date in accordance with their respective holdings shown on
DTC’s records. Payments by Participants to Beneficial Owners will be governed by standing instructions and
customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in
“street name,” and will be the responsibility of such Participant and not of DTC, the Paying Agent, or the State,
subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of principal and
interest, and redemption premium, if any, to Cede & Co. (or such other nominee as may be requested by an
authorized representative of DTC) is the responsibility of the State or the Paying Agent, disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to the
Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time by giving
reasonable notice to the State or the Paying Agent. Under such circumstances, in the event that a successor
depository is not obtained, bond certificates are required to be printed and delivered.

The State may decide to discontinue use of the system of book-entry-only transfers through DTC (or a
successor securities depository). In that event, bond certificates will be printed and delivered to DTC.

The information in this section concerning DTC and DTC’s book-entry system has been provided by DTC.
The State takes no responsibility for the accuracy thereof.

Purchases of Taxable Bonds Through Euroclear and Clearstream

The Taxable Bonds initially will be registered in the name of Cede & Co. as registered owner and nominee
for DTC, which will act as securities depository for the Taxable Bonds. Purchases of the Taxable Bonds will be in
book-entry form only, as more fully described below. Clearstream and Euroclear may hold omnibus positions on
behalf of their participants through customers’ securities accounts in Clearstream’s and/or Euroclear’s names on
the books of their respective U.S. Depositories, which, in turn, hold such positions in customers’ securities
accounts in the U.S. Depositories’ names on the books of DTC. Citibank, N.A. acts as the U.S. depository for
Clearstream and JPMorgan Chase Bank acts as the U.S. Depository for Euroclear.

The State cannot and does not give any assurances that DTC, Participants, Clearstream, Clearstream
customers, Euroclear or Euroclear Participants will distribute to the Beneficial Owners of the Taxable Bonds:
(1) payments of principal and interest payments (including redemption payments) with respect to the Taxable
Bonds; (ii) confirmation of ownership interest in the Taxable Bonds; or (iii) notices sent to DTC or Cede & Co., its
nominee, as the registered owner of the Taxable Bonds, or that they will do so on a timely basis, or that DTC, the
Participants, Clearstream, Clearstream customers, Euroclear or Euroclear Participants will serve and act in the
manner described in this Official Statement.

The State will have no responsibility or obligations to DTC, the Participants, Euroclear, Euroclear
Participants, Clearstream, Clearstream customers or the Beneficial Owners with respect to: (i) the accuracy of any
records maintained by DTC or any DTC Participants, Clearstream, Clearstream customers, Euroclear or Euroclear
Participants; (ii) the payment by DTC or any DTC Participants, Clearstream, Clearstream customers, Euroclear or
Euroclear Participants of any amount due to any Beneficial Owner in respect of principal and interest payments
(including redemption payments) on the Taxable Bonds; (iii) the delivery by DTC or any DTC Participants,
Clearstream, Clearstream customers, Euroclear or Euroclear Participants of any notice to any Beneficial Owner that
is required or permitted to be given to owners under the terms of the Taxable Bonds; or (iv) any consent given or
other action taken by DTC as registered holder of the Taxable Bonds.
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The information concerning Clearstream and Euroclear has been derived from information obtained from
Clearstream and Euroclear and other sources. Neither the State nor the Underwriters make any representation or
warranty regarding the accuracy or completeness thereof.

Clearstream. Clearstream Banking, société anonyme, 42 Avenue J.F. Kennedy, L-1855 Luxembourg
(“Clearstream, Luxembourg”), was incorporated in 1970 as “Cedel S.A.”, a company with limited liability under
Luxembourg law (a société anonyme). Cedel S.A. subsequently changed its name to Cedelbank. On January 10,
2000, Cedelbank’s parent company, Cedel International, société anonyme (“CI”) merged its clearing, settlement
and custody business with that of Deutsche Borse AG (“DBAG”). The merger involved the transfer by CI of
substantially all of its assets and liabilities (including its shares in Cedelbank), and the transfer by DBAG of its
shares in Deutsche Borse Clearing (DBC), to a new Luxembourg company, which with effect January 14, 2000 was
renamed Clearstream International, société anonyme, and was then 50% owned by CI and 50% owned by DBAG.

Following this merger, the subsidiaries of Clearstream International were also renamed to give them a
cohesive brand name. On January 18, 2000, Cedelbank was renamed “Clearstream Banking, société anonyme”,
and Cedel Global Services was renamed “Clearstream Services, société anonyme”. On January 17,2000, Deutsche
Borse Clearing AG was renamed “Clearstream Banking AG”.

Today Clearstream International is 100% owned by DBAG. The shareholders of DBAG are comprised of
mainly banks, securities dealers and financial institutions.

Clearstream, Luxembourg holds securities for its customers and facilitates the clearance and settlement of
securities transactions between Clearstream, Luxembourg customers through electronic book-entry changes in
accounts of Clearstream, Luxembourg customers, thereby eliminating the need for physical movement of
certificates. Transactions may be settled by Clearstream, Luxembourg in any of 36 currencies, including United
States Dollars. Clearstream, Luxembourg provides to its customers, among other things, services for safekeeping,
administration, clearance and settlement of internationally traded securities and securities lending and borrowing.
Clearstream, Luxembourg also deals with domestic securities markets in over 30 countries through established
depository and custodial relationships.

Clearstream, Luxembourg is registered as a bank in Luxembourg, and as such is subject to regulation by
the Commission de Surveillance du Secteur Financier, “CSSF”, and the Banque Centrale du Luxembourg (“BCL”)
which supervise and oversee the activities of Luxembourg banks. Clearstream, Luxembourg’s customers are
world-wide financial institutions including underwriters, securities brokers and dealers, banks, trust companies and
clearing corporations. Clearstream, Luxembourg’s U.S. customers are limited to securities brokers and dealers and
banks. Currently, Clearstream, Luxembourg has approximately 2,000 customers located in over 80 countries,
including all major European countries, Canada, and the United States. Indirect access to Clearstream,
Luxembourg is available to other institutions that clear through or maintain a custodial relationship with an account
holder of Clearstream, Luxembourg. Clearstream, Luxembourg has established an electronic bridge with Euroclear
Bank S.A./N.V. as the Operator of the Euroclear System (the “Euroclear Operator”) in Brussels to facilitate
settlement of trades between Clearstream, Luxembourg and the Euroclear Operator.

Euroclear Bank. Euroclear Bank S.A./N.V. (“Euroclear Bank™) holds securities and book-entry interests
in securities for participating organizations and facilitates the clearance and settlement of securities transactions
between Euroclear Participants, and between Euroclear Participants and Participants of certain other securities
intermediaries through electronic book-entry changes in accounts of such Participants or other securities
intermediaries.

Euroclear Bank provides Euroclear Participants, among other things, with safekeeping, administration,
clearance and settlement, securities lending and borrowing, and related services. Euroclear Participants are
investment banks, securities brokers and dealers, banks, central banks, supranationals, custodians, investment
managers, corporations, trust companies and certain other organizations. Certain of the managers or underwriters
for this offering, or other financial entities involved in this offering, may be Euroclear Participants.
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Non-Participants in the Euroclear System may hold and transfer book-entry interests in the Securities
through accounts with a Participant in the Euroclear System or any other securities intermediary that holds a book-
entry interest in the securities through one or more securities intermediaries standing between such other securities
intermediary and Euroclear Bank.

Clearance and Settlement. Although Euroclear Bank has agreed to the procedures provided below in
order to facilitate transfers of securities among Participants in the Euroclear System, and between Euroclear
Participants and Participants of other intermediaries, it is under no obligation to perform or continue to perform
such procedures and such procedures may be modified or discontinued at any time.

Initial Distribution. Investors electing to acquire Securities through an account with Euroclear Bank or
some other securities intermediary must follow the settlement procedures of such an intermediary with respect to
the settlement of new issues of securities. Securities to be acquired against payment through an account with
Euroclear Bank will be credited to the securities clearance accounts of the respective Euroclear Participants in the
securities processing cycle for the business day following the settlement date for value as of the settlement date, if
against payment.

Secondary Market. Investors electing to acquire, hold or transfer securities through an account with
Euroclear Bank or some other securities intermediary must follow the settlement procedures of such an
intermediary with respect to the settlement of secondary market transactions in securities. Please be aware that
Euroclear Bank will not monitor or enforce any transfer restrictions with respect to the securities offered herein.

Custody. Investors who are Participants in the Euroclear System may acquire, hold or transfer interests in
the securities by book-entry to accounts with Euroclear Bank. Investors who are not Participants in the Euroclear
System may acquire, hold or transfer interests in the securities by book-entry to accounts with a securities
intermediary who holds a book-entry interest in the securities through accounts with Euroclear Bank.

Custody Risk. Investors that acquire, hold and transfer interests in the securities by book-entry through
accounts with Euroclear Bank or any other securities intermediary are subject to the laws and contractual
provisions governing their relationship with their intermediary, as well as the laws and contractual provisions
governing the relationship between such an intermediary and each other intermediary, if any, standing between
themselves and the individual securities.

Euroclear Bank has advised as follows:

Under Belgian law, investors that are credited with securities on the records of Euroclear Bank have a co-
property right in the fungible pool of interests in securities on deposit with Euroclear Bank in an amount equal to
the amount of interests in securities credited to their accounts. In the event of the insolvency of Euroclear Bank,
Euroclear Participants would have a right under Belgian law to the return of the amount and type of interests in
securities credited to their accounts with Euroclear Bank. If Euroclear Bank did not have a sufficient amount of
interests in securities on deposit of a particular type to cover the claims of all Participants credited with such
interests in securities on Euroclear Bank’s records, all Participants having an amount of interests in securities of
such type credited to their accounts with Euroclear Bank would have the right under Belgian law to the return of
their pro-rata share of the amount of interests in securities actually on deposit.

Under Belgian law, Euroclear Bank is required to pass on the benefits of ownership in any interests in
securities on deposit with it (such as dividends, voting rights and other entitlements) to any person credited with
such interests in securities on its records.

Initial Settlement; Distributions, Actions Upon Behalf of Owners. All of the Taxable Bonds will initially
be registered in the name of Cede & Co., the nominee of DTC. Clearstream and Euroclear may hold omnibus
positions on behalf of their participants through customers’ securities accounts in Clearstream’s and/or Euroclear’s
names on the books of their respective U.S. Depository, which, in turn, holds such positions in customers’
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securities accounts in its U.S. Depository’s name on the books of DTC. Citibank, N.A. acts as depository for
Clearstream and JPMorgan Chase Bank acts as depository for Euroclear (the “U.S. Depositories™).

Holders of the Taxable Bonds may hold their Taxable Bonds through DTC (in the United States) or
Clearstream or Euroclear (in Europe) if they are participants of such systems, or directly through organizations that
are participants in such systems.

Investors electing to hold their Taxable Bonds through Euroclear or Clearstream accounts will follow the
settlement procedures applicable to conventional EuroBonds in registered form. Securities will be credited to the
securities custody accounts of Euroclear and Clearstream holders on the business day following the settlement date
against payment for value on the settlement date.

Distributions with respect to the Taxable Bonds held beneficially through Clearstream will be credited to
the cash accounts of Clearstream customers in accordance with its rules and procedures, to the extent received by
its U.S. Depository. Distributions with respect to the Taxable Bonds held beneficially through Euroclear will be
credited to the cash accounts of Euroclear Participants in accordance with the Terms and Conditions, to the extent
received by its U.S. Depository. Such distributions will be subject to tax reporting in accordance with relevant
United States tax laws and regulations.

Clearstream or the Euroclear Operator, as the case may be, will take any other action permitted to be taken
by an owner of the Taxable Bonds on behalf of a Clearstream customer or Euroclear Participant only in accordance
with the relevant rules and procedures and subject to the U.S. Depository’s ability to effect such actions on its
behalf through DTC.

Secondary Market Trading. Secondary market trading between Participants (other than U.S. Depositories)
will be settled using the procedures applicable to U.S. corporate debt obligations in same-day funds.

Secondary market trading between Euroclear Participants and/or Clearstream customers will be settled
using the procedures applicable to conventional EuroBonds in same-day funds.

When securities are to be transferred from the account of a Participant (other than U.S. Depositories) to the
account of a Euroclear Participant or a Clearstream customer, the purchaser must send instructions to the applicable
U.S. Depository one business day before the settlement date. Euroclear or Clearstream, as the case ma y be, will
instruct its U.S. Depository to receive the securities against payment. Its U.S. Depository will then make payment
to the Participant’s account against delivery of the securities. After settlement has been completed, the securities
will be credited to the respective clearing system and by the clearing system, in accordance with its usual
procedures, to the Euroclear participant’s or Clearstream customers’ accounts. Credit for the securities will appear
on the next day (European time) and cash debit will be back-valued to, and the interest on the Taxable Bonds will
accrue from the value date (which would be the preceding day when settlement occurs in New York). If settlement
is not completed on the intended value date (i.e., the trade fails), the Euroclear or Clearstream cash debit will be
valued instead as of the actual settlement date.

Euroclear Participants and Clearstream customers will need to make available to the respective clearing
systems the funds necessary to process same-day funds settlement. The most direct means of doing so is to pre-
position funds for settlement, either from cash on hand or existing lines of credit, as they would for any settlement
occurring within Euroclear or Clearstream. Under this approach, they may take on credit exposure to Euroclear or
Clearstream until the securities are credited to their accounts one day later.

As an alternative, if Euroclear or Clearstream has extended a line of credit to them, participants/customers
can elect not to pre-position funds and allow that credit line to be drawn upon to finance settlement. Under this
procedure, Euroclear Participants or Clearstream customers purchasing securities would incur overdraft charges for
one day, assuming they cleared the overdraft when the securities were credited to their accounts; however, interest
on the securities would accrue from the value date. Therefore, in many cases, the investment income on securities
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earned during that one day period may substantially reduce or offset the amount of such overdraft charges, although
this result will depend on each participant’s/customer’s particular cost of funds.

Because the settlement is taking place during New York business hours, Participants can employ their
usual procedures for sending securities to the applicable U.S. Depository for the benefit of Euroclear Participants or
Clearstream customers. The sale proceeds will be available to the DTC seller on the settlement date. Thus, to the
Participant, a cross-market transaction will settle no differently from a trade between two Participants.

Due to time zone differences in their favor, Euroclear Participants and Clearstream customers may employ
their customary procedure for transactions in which securities are to be transferred by the respective clearing
system, through the applicable U.S. Depository to another Participant’s. In these cases, Euroclear will instruct its
U.S. Depository to credit the securities to the Participant’s account against payment. The payment will then be
reflected in the account of the Euroclear Participant or Clearstream customer the following business day, and
receipt of the cash proceeds in the Euroclear Participants’ or Clearstream customers’ accounts will be backvalued
to the value date (which would be the preceding day, when settlement occurs in New York). If the Euroclear
Participant or Clearstream customer has a line of credit with its respective clearing system and elects to draw on
such line of credit in anticipation of receipt of the sale proceeds in its account, the back-valuation may substantially
reduce or offset any overdraft charges incurred over that one-day period. If settlement is not completed on the
intended value date (i.e., the trade fails), receipt of the cash proceeds in the Euroclear Participant’s or Clearstream
customer’s accounts would instead be valued as of the actual settlement date.

Procedures May Change. Although DTC, Clearstream and Euroclear have agreed to these procedures in
order to facilitate transfers of securities among DTC and its Participants, Clearstream and Euroclear, they are under
no obligation to perform or continue to perform these procedures and these procedures may be discontinued and
may be changed at any time by any of them.

Nature of Obligation

Each Bond when duly issued and paid for will constitute a contract between the State and the owner
thereof.

The State general obligation bond procedure act pursuant to which the Bonds are issued provides that the
Bonds shall be general obligations of the State and that the full faith and credit of the State are pledged for the
payment of the principal of and interest on said Bonds as the same become due. Such act further provides that, as
part of the contract of the State with the owners of said Bonds, appropriation of all amounts necessary for the
punctual payment of such principal and interest is made, and the Treasurer shall pay such principal and interest as
the same become due.

The doctrine of governmental immunity (the right of a state not to be sued without its consent) applies to
the State but legislation gives jurisdiction to the Connecticut courts to enter judgment against the State founded
upon any express contract between the State and the purchasers and subsequent owners and transferees of bonds
and notes issued by the State, including the Bonds, reserving to the State all legal defenses except governmental
immunity.

In the opinion of Bond Counsel, the above provisions impose a clear legal duty on the Treasurer to pay
principal of and interest on the Bonds when due and, in the event of failure by the State to make such payment
when due, a bondowner may sue the Treasurer to compel such payment from any monies available.

For the payment of principal of or interest on the Bonds, the State, acting through the General Assembly,

has the power to levy ad valorem taxes on all taxable property in the State without limitation as to rate or amount.
The State does not presently levy such a tax.
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The State has never defaulted in the punctual payment of principal or interest on any general obligation
indebtedness and has never attempted to prevent or delay such required payments.

Sources and Uses of Bond Proceeds

Proceeds of the Bonds are to be applied as follows:

Sources: Refunding Series B Series C Series D
Bonds Taxable Bonds Taxable Bonds Taxable Bonds
Par Amount of Bonds...........cccocevviiieennnanns $47,035,000.00  $203,400,000.00 $22,205,000.00 $294,395,000.00
Plus: Equity Contribution ............ccccceenee. 190,781.37"
Plus: Net Original Issue Premium.............. 6.046.787.95 1,228.536.00 165.427.25 2.154,971.40
Total SOUICES......cccvvevveeereeciieereeeeiene $53,081,787.95  $204.819,317.37 $22,370,427.25 $296,549,971.40
Uses:
Escrow Fund Deposit.........ccceeeeieireienennnns $52,743,597.90
Other Money Available to State................. 87,740.90  $203,737,125.83%  $22,250,943.13  $294,983,520.26
Underwriters’ Discount.............c.cceevvennenn.. 250.449.15 1.082,191.54 119.484.12 1.566.451.14
Total USeS......ccovveevveecrieereeciieeieeeeieene $53,081,787.95  $204.819,317.37 $22,370,427.25 $296,549,971.40

! Comprised of projected interest earnings on Series B Taxable Bonds to be used to fund costs of issuance.
? Money available to State includes $190,781.37 of projected interest earnings on Series B Taxable Bonds.

LEGALITY FOR INVESTMENT

Under existing State law, the Bonds are legal investments for the State and for municipalities, regional
school districts, fire districts, and any municipal corporation or authority authorized to issue bonds, notes or other
obligations, State chartered or organized insurance companies, bank and trust companies, savings banks, savings
and loan associations and credit unions, as well as executors, administrators, trustees and certain other fiduciaries.
Subject to any contrary provisions in any agreement with noteholders or bondholders or other contract, the Bonds
also are legal investments for virtually all public authorities in the State.

The Bonds may be accepted by the Comptroller as a substitution for amounts paid as retainage under any
State contract or subcontract.

RATINGS

Moody’s Investors Service (“Moody’s”), Standard & Poor’s Rating Services (a division of the McGraw-
Hill Companies, Inc.) (“S&P”) and Fitch Ratings (“Fitch”) have assigned their municipal bond ratings of Aa2, AA
and AA, respectively, to the Bonds. Fitch has assigned a negative credit outlook on the State’s general obligation
debt. Moody’s and S&P have assigned a “stable” credit outlook on the State’s general obligation debt.

The ratings assigned by Moody’s and Fitch reflect their recalibration of U.S. public finance credit ratings
to a single global scale rating system. Each such rating and credit outlook reflects only the views of the respective
rating agency, and an explanation of the significance of such rating and credit outlook may be obtained from such
rating agency. There is no assurance that such ratings will continue for any given period of time or that they will
not be revised or withdrawn entirely by such rating agency if in the judgment of such rating agency circumstances
so warrant. A downward revision or withdrawal of any such rating may have an adverse effect on the market prices
of the Bonds.

VERIFICATION OF MATHEMATICAL COMPUTATIONS
AMTEC, of West Hartford, Connecticut, will deliver to the State and the Underwriters on or before the
date of delivery of the Refunding Bonds its verification report indicating that it has verified, in accordance with the

standards established by the American Institute of Certified Public Accountants: (1) the mathematical accuracy of
certain computations showing the adequacy of the cash and the maturing principal of and interest on certain
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Government Obligations deposited with the Escrow Holder, as defined in Appendix I-A, to provide for the
payment when due of the principal of and interest and redemption premiums, if any, on the Refunded Bonds, as
defined in Appendix I-A; and (2) the yields on the Refunding Bonds and the Government Obligations. Such
verification will be used by Bond Counsel and Tax Counsel in their determination that the interest on the
Refunding Bonds is not included in gross income for Federal income tax purposes, as a condition to the delivery of
the Refunding Bonds. The verification report will state that AMTEC has no obligation to update the report because
of events occurring, or data or information coming to their attention, subsequent to the date of the report.

TAX EXEMPTION OF THE REFUNDING BONDS
Opinion of Bond Counsel and Tax Counsel - Federal Tax Exemption

In the opinion of Bond Counsel and Tax Counsel, under existing law, interest on the Refunding Bonds
(a) is not included in gross income for federal income tax purposes and (b) is not an item of tax preference for
purposes of the alternative minimum tax. No opinion is expressed as to whether interest on the Refunding Bonds is
included in the determination of adjusted current earnings for purposes of computing the federal alternative
minimum tax imposed on certain corporations.

Bond Counsel’s and Tax Counsel’s opinions with respect to the Refunding Bonds will be rendered in
reliance upon and assuming the accuracy of and continuing compliance by the State with its representations and
covenants relating to certain requirements of the Internal Revenue Code of 1986, as amended (the “Code”). The
Code establishes certain requirements that must be met at and subsequent to the issuance of the Refunding Bonds
in order that interest on the Refunding Bonds be and remain excluded from gross income of the owners thereof for
federal income tax purposes. Failure to comply with the continuing requirements may cause interest on the
Refunding Bonds to be included in gross income for federal income tax purposes retroactively to the date of their
issuance irrespective of the date on which such noncompliance occurs. In the Tax Compliance Agreement and the
Tax Certificate, which will be delivered concurrently with the issuance of the Refunding Bonds, the State will
covenant to comply with certain provisions of the Code and will make certain representations designed to assure
compliance with such requirements of the Code.

Pursuant to Section 3-20 of the General Statutes of the State, as amended, the State covenants that it will at
all times comply with all requirements of the Code that must be satisfied subsequent to the issuance of the
Refunding Bonds to ensure that interest on the Refunding Bonds will not be included in the gross income of the
owners thereof for federal income tax purposes, including covenants regarding, among other matters, the use,
expenditure and investment of the proceeds of the Refunding Bonds and the timely payment to the United States of
any arbitrage rebate amounts with respect to the Refunding Bonds.

No other opinion is expressed by Bond Counsel or Tax Counsel regarding the federal tax consequences of
the ownership of, or the receipt or accrual of interest on, the Refunding Bonds.

Original Issue Premium

The initial public offering prices of the Refunding Bonds of certain maturities in certain Series (the
“Refunding OIP Bonds”) are more than their stated principal amounts. An owner who purchases a Refunding OIP
Bond must amortize bond premium as provided in applicable Treasury Regulations, and amortized premium
reduces the owner’s basis in the Refunding OIP Bond for federal income tax purposes. Prospective purchasers of
Refunding OIP Bonds should consult their tax advisors regarding the amortization of premium and its effect upon
basis.

Other Federal Tax Matters

In addition to the matters addressed above, prospective purchasers of the Refunding Bonds should be
aware that the ownership of tax-exempt obligations, such as the Refunding Bonds, may result in collateral federal
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income tax consequences to certain taxpayers, including without limitation, taxpayers eligible for the earned
income credit, certain S corporations and recipients of Social Security and certain Railroad Retirement benefits,
taxpayers that may be deemed to have incurred or continued indebtedness to purchase or carry tax-exempt
obligations, financial institutions, certain insurance companies, certain S corporations and foreign corporations
subject to the branch profits tax. Prospective purchasers of the Refunding Bonds should consult their tax advisors
regarding the applicability and impact of such consequences. Prospective purchasers of the Refunding Bonds may
also wish to consult with their tax advisors with respect to the need to furnish certain taxpayer information in order
to avoid backup withholding.

Legislation affecting the exclusion from gross income of interest on bonds is regularly under consideration
by the United States Congress. No assurance can be given that legislation enacted or proposed after the date of
issuance of the Refunding Bonds will not have an adverse effect on the tax-exempt status or the market price of the
Refunding Bonds.

State Taxes

In the opinion of Bond Counsel and Tax Counsel, under existing statutes, interest on the Refunding Bonds
is excluded from Connecticut taxable income for purposes of the Connecticut income tax on individuals, trusts and
estates and is excluded from amounts on which the net Connecticut minimum tax is based in the case of
individuals, trusts and estates required to pay the federal alternative minimum tax.

Interest on the Refunding Bonds is included in gross income for purposes of the Connecticut corporation
business tax.

Owners of Refunding OIP Bonds should consult their tax advisors with respect to the determination for
state and local income tax purposes of original issue premium accrued upon sale or redemption thereof, and with
respect to the state and local tax consequences of owning or disposing of Refunding OIP Bonds.

Owners of the Refunding Bonds should consult their tax advisors with respect to other applicable state and
local tax consequences of ownership of the Refunding Bonds and the disposition thereof.

General

The opinions of Bond Counsel and Tax Counsel are rendered as of their date and Bond Counsel and Tax
Counsel assume no obligation to update or supplement their opinions to reflect any facts or circumstances that may
come to their attention or any changes in law or the interpretation thereof that may occur after the date of their
opinions.

The discussion above does not purport to address all aspects of federal, state or local taxation that may be
relevant to a particular owner of a Refunding Bond. Prospective owners of the Refunding Bonds, particularly those
who may be subject to special rules, are advised to consult their tax advisors regarding the federal, state and local
tax consequences of owning and disposing of the Refunding Bonds.

TAX STATUS OF THE TAXABLE BONDS

Circular 230 Disclosure and Disclaimer Regarding Federal Tax Discussion
Pursuant to federal regulations governing practice before the Internal Revenue Service (Circular
230), prospective owners of the Taxable Bonds are hereby notified that any discussion of United States
federal tax issues contained in this Official Statement (i) is written in connection with the promotion or

marketing of the Taxable Bonds and the transactions or matters addressed herein, and (ii) is not intended or
written to be used, and cannot be used, by any taxpayer for the purpose of avoiding penalties that may be
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imposed under the Code. Each taxpayer should seek advice from an independent tax advisor based on the
taxpayer’s particular circumstances.

Certain Federal Tax Information

The State has irrevocably elected to: (i) designate the Series B Taxable Bonds as “qualified school
construction bonds” pursuant to Section 54F of the Code; and (ii) designate the Series B Taxable Bonds as
“qualified bonds” within the meaning of Section 54A(d)(1) of the Code pursuant to Section 6431 of the Code in
order to allow the State to receive from the Federal government in an amount equal to the lesser of the amount of
the interest payable on the Series B Taxable Bonds or the amount of interest payable if determined at the applicable
credit rate announced by the United States Department of the Treasury on the date of sale of the Series B Taxable
Bonds. The interest on the Series B Taxable Bonds will be included in gross income for federal income tax
purposes.

The State has irrevocably elected to: (i) designate the Series C Taxable Bonds as “recovery zone economic
development bonds” pursuant to Section 1400U-2 of the Code; and (ii) designate the Series C Taxable Bonds as
“qualified bonds” pursuant to Section 54AA(g) of the Code in order to allow the State to receive from the Federal
government credit payments equal to 45% of the amount of the interest payable on the Series C Taxable Bonds
pursuant to Section 6431 of the Code. As a result of such election, owners of, and owners of beneficial interests in,
the Series C Taxable Bonds will not receive any tax credits with respect to the Series C Taxable Bonds and interest
on the Series C Taxable Bonds will be included in gross income for federal income tax purposes.

The State has irrevocably elected to: (i) designate the Series D Taxable Bonds as “build America bonds”
pursuant to Section 54AA(d) of the Code; and (ii) designate the Series D Taxable Bonds as “qualified bonds”
pursuant to Section 54AA(g) of the Code in order to allow the State to receive from the Federal government
pursuant to Section 6431 of the Code credit payments equal to 35% of the amount of the interest payable on the
Series D Taxable Bonds. As aresult of such election, owners of, and owners of beneficial interests in, the Series D
Taxable Bonds will not receive any tax credits with respect to the Series D Taxable Bonds and interest on the
Series D Taxable Bonds will be included in gross income for federal income tax purposes.

Federal Income Taxes

In the opinion of Bond Counsel and Tax Counsel, under existing law, interest on the Taxable Bonds is
included in gross income for federal income tax purposes pursuant to the Code.

United States Tax Consequences

The following is a summary of certain United States federal income tax consequences resulting from the
beneficial ownership of the Taxable Bonds by certain persons. This summary does not consider all possible federal
income tax consequences of the purchase, ownership, or disposition of the Taxable Bonds and is not intended to
reflect the individual tax position of any beneficial owner. Moreover, except as expressly indicated, this summary
is limited to those persons who purchase a Taxable Bond at its issue price, which is the first price at which a
substantial amount of the Taxable Bonds is sold to the public, and who hold Taxable Bonds as “capital assets”
within the meaning of the Code (generally, property held for investment). This summary does not address
beneficial owners that may be subject to special tax rules, such as banks, insurance companies, dealers in securities
or currencies, purchasers that hold Taxable Bonds as a hedge against currency risks or as part of a straddle with
other investments or as part of a “synthetic security” or other integrated investment (including a “conversion
transaction”) comprising a bond and one or more other investments, or United States Holders (as defined below)
that have a “functional currency” other than the United States dollar (Special Taxpayers). Except to the extent
discussed below under Non-United States Holders, this summary is applicable only to a person (United States
Holder) who or which is the beneficial owner of Taxable Bonds and is (a) an individual citizen or resident of the
United States, (b) a corporation or partnership or other entity created or organized under the laws of the United
States or any State (including the District of Columbia), or (c) a person otherwise subject to federal income taxation
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on its worldwide income. This summary is based on the United States tax laws and regulations currently in effect
and as currently interpreted and does not take into account possible changes in the tax laws or interpretations
thereof any of which may be applied retroactively. Except as provided below, it does not discuss the tax laws of
any state, local, or foreign governments.

United States Holders

Payments of Stated Interest. In general, for a beneficial owner who or which is a United States Holder,
interest on a Taxable Bond will be taxable as ordinary income at the time it is received or accrued, depending on
the beneficial owner’s method of accounting for tax purposes.

Taxable Bonds Not Purchased at Original Issue Discount. The Taxable Bonds are not expected to be
treated as issued with original issue discount for U. S. federal income tax purposes because the stated redemption
price at maturity of the Taxable Bonds is not expected to exceed their issue price, or because any such excess is
expected to only be a de minimis amount (an amount equal to 0.25% of the stated redemption price at maturity
multiplied by the number of complete years to maturity).

Taxable Bonds Not Purchased at Original Issue Premium. The Taxable Bonds are not expected to be
treated as issued with original issue premium for U. S. federal income tax purposes because the issue price of the
Taxable Bonds is not expected to exceed their stated redemption price at maturity, or because any such excess is
expected to only be a de minimis amount.

Taxable Bonds Purchased at a Market Discount. A Taxable Bond will be treated as acquired at a market
discount (market discount bond) if the amount for which a United States Holder purchased the Taxable Bond is
less than the Taxable Bond’s adjusted issue price, unless such difference is less than a specified de minimis
amount. In general, any payment of principal or any gain recognized on the maturity or disposition of a market
discount bond will be treated as ordinary income to the extent that such gain does not exceed the accrued market
discount on the Taxable Bond. Alternatively, a United States Holder of a market discount bond may elect to
include market discount in income currently over the life of the market discount bond. That election applies to all
debt instruments with market discount acquired by the electing United States Holder on or after the first day of the
first taxable year to which the election applies and may not be revoked without the consent of the Internal Revenue
Service. If an election is made to include market discount in income currently, the tax basis of the Taxable Bond in
the hands of the United States Holder will be increased by the market discount thereon as such discount is included
in income.

Market discount generally accrues on a straight-line basis unless the United States Holder elected to accrue
such discount on a constant yield-to-maturity basis. That election is applicable only to the market discount bond
with respect to which it is made and is irrevocable. A United States Holder of a market discount bond that does not
elect to include market discount in income currently generally will be required to defer deductions for interest on
borrowings allocable to the Taxable Bond in an amount not exceeding the accrued market discount on such
Taxable Bond until maturity or disposition of the Taxable Bond.

Purchase, Sale, Exchange, and Retirement of Taxable Bonds. A United States Holder’s tax basis in a
Taxable Bond generally will equal its cost, increased by any market discount and original issue discount included
in the United States Holder’s income with respect to the Taxable Bond, and reduced by the amount of any
amortizable bond premium applied to reduce interest on the Taxable Bond. A United States Holder generally will
recognize gain or loss on the sale, exchange, or retirement of a Taxable Bond equal to the difference between the
amount realized on the sale or retirement (not including any amount attributable to accrued but unpaid interest) and
the United States Holder’s tax adjusted basis in the Taxable Bond. Except to the extent described above under
Taxable Bonds Purchased at a Market Discount, gain or loss recognized on the sale, exchange, or retirement of a
Taxable Bond will be capital gain or loss and will be long-term capital gain or loss if the Taxable Bond was held
for more than one year.
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Backup Withholding. United States Holders may be subject to backup withholding on payments of interest
and, in some cases, disposition proceeds of the Taxable Bonds, if they fail to provide an accurate Form W-9,
“Request for Taxpayer Identification Number and Certification,” or a valid substitute form, or have been notified
by the IRS of a failure to report all interest and dividends, or otherwise fail to comply with the applicable
requirements of backup withholding rules. Backup withholding is not an additional tax. Any amounts withheld
under the backup withholding rules will be allowed as a credit against the United States Holder’s United States
federal income tax liability (or refund) provided that the required information is timely furnished to the IRS.
Prospective United States Holders should consult their tax advisors concerning the application of backup
withholding rules.

Non-United States Holders

The following discussion applies to Non-United States Holders. A “Non-United States Holder” is a
beneficial owner of the Taxable Bonds that is not a “United States Holder.” Special rules may apply to Non-United
States Holders that are subject to special treatment under the Code, including “controlled foreign corporations” and
“passive foreign investment companies.” Such Non-United States Holders should consult their tax advisors to
determine the United States federal, state, local and other tax consequences that may be relevant to them.

Interest. Subject to the discussion below concerning effectively connected income and backup
withholding, payments of interest on the Taxable Bonds will not be subject to United States federal withholding
tax, provided that the Non-United States Holder satisfies one of two tests. The first test (the “portfolio interest”
test) is satisfied if, in general: (i) the Non-United States Holder does not own, actually or constructively, a 10% or
greater interest (by voting power) in the State, (ii) the Non-United States Holder is not a “controlled foreign
corporation” (within the meaning of the Code) that is related, directly or indirectly, to the State, (iii) the Non-
United States Holder is not a bank receiving interest on the Taxable Bonds on an extension of credit made pursuant
to a loan agreement entered into in the ordinary course of its trade or business, and (iv) the Non-United States
Holder certifies to the paying agent on IRS Form W-8BEN (or appropriate substitute or successor form) under
penalties of perjury, that it is not a United States person. If the Taxable Bonds are held through a financial
institution or other agent acting on behalf of a Non-United States holder, it will be required to provide appropriate
documentation to the agent and the agent will then be required to provide certification to the paying agent, either
directly or through other intermediaries. The second test is satisfied if the Non-United States Holder is otherwise
entitled to the benefits of an income tax treaty under which such interest is exempt from United States federal
withholding tax, and the Non-United States holder or its agent provides a properly executed IRS Form W-8BEN (or
an appropriate substitute form evidencing eligibility for the exemption).

Payments of interest on the Taxable Bonds to Non-United States Holders that do not meet the above-
described requirements will be subject to a United States federal income tax of 30% (or such lower rate as provided
by an applicable income tax treaty) collected by means of withholding.

Sale, or Other Taxable Disposition of the Taxable Bonds. Subject to the discussion below concerning
effectively connected income and backup withholding, a Non-U.S. Holder will not be subject to U.S. federal income
tax on any gain realized on any sale, exchange, or retirement of the Taxable Bonds unless the Non-U.S. Holder is an
individual, present in the United States for at least 183 days during the taxable year in which the Taxable Bonds are
disposed of, and other conditions are satisfied. If this exception applies, the Non-U.S. Holder generally will be subject
to U.S. federal income tax at a rate of 30% (or at a reduced rate under an applicable income tax treaty) on the amount
by which capital gains derived from sources within the United States (including gains from the sale, exchange,
retirement or other disposition of the Taxable Bonds) exceed capital losses allocable to sources within the United
States.

Effectively Connected Income. The preceding discussion assumes that the interest received and any gain
realized is not effectively connected with the conduct of a trade or business in the United States. If a Non-United
States Holder is engaged in a trade or business in the United States and its investment in the Taxable Bonds is
effectively connected with such trade or business, the Non-United States Holder will be exempt from the 30%
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withholding tax on the interest (provided that a certification requirement, generally on IRS Form W-8ECI, is met)
and instead generally will be subject to United States federal income tax on interest and any gain with respect to the
Taxable Bonds in the same manner as is a United States Holder. Foreign corporations also may be subject to an
additional branch profits tax of 30% or such lower rate provided by an applicable income tax treaty.

For Non-United States Holders eligible for the benefits of an income tax treaty, any effectively connected
income or gain will generally be subject to United States federal income tax in the same manner as a United States
Holder only if such effectively connected income is also attributable to a permanent establishment maintained in
the United States.

Backup Withholding. In general, backup withholding will not apply to a payment of interest on the
Taxable Bonds, or to proceeds from the disposition of the Taxable Bonds, in each case, if the Non-United States
Holder certifies under penalties of perjury that it is a Non-United States Holder and the paying agent does not have
actual knowledge to the contrary. Any amounts withheld under the backup withholding rules will be allowed as a
credit against United States federal income tax liability provided the required information is timely furnished to the
IRS. In certain circumstances, if the Taxable Bonds are not held through a qualified intermediary, the amount of
payments made on the Taxable Bonds, the name and address of the beneficial owner, and the amount, if any, of tax
withheld may be reported to the IRS. Prospective Non-United States Holders should consult their tax advisors
concerning the application of backup withholding rules.

Information Reporting

In general, information reporting requirements will apply with respect to payments to a United States
Holder of principal and interest (and with respect to annual accruals of original issue discount) on the Taxable
Bonds, and with respect to payments to a United States Holder of any proceeds from a disposition of the Taxable
Bonds. This information reporting obligation, however, does not apply with respect to certain United States
Holders, including corporations, tax-exempt organizations, qualified pension and profit sharing trusts, and
individual retirement accounts. In the event that a United States Holder subject to the reporting requirements
described above fails to supply its correct taxpayer identification number in the manner required by applicable law
or is notified by the Internal Revenue Service that it has failed properly to report payments of interest and
dividends, a backup withholding tax (currently at a rate of 28%) generally will be imposed on the amount of any
interest and principal and the amount of any sales proceeds received by the United States Holder on or with respect
to the Taxable Bonds.

Any payments of interest and original issue discount on the Taxable Bonds to a Non-United States Holder
generally will be reported to the Internal Revenue Service and to the Non-United States Holder, whether or not
such interest or original issue discount is exempt from United States withholding tax pursuant to a tax treaty or the
portfolio interest exemption. Copies of these information returns also may be made available under the provisions
of a specific treaty or agreement to the tax authorities of the country in which the payee resides.

Information reporting requirements will apply to a payment of the proceeds of the disposition of a Taxable
Bond by or through (a) a foreign office of a custodian, nominee, other agent, or broker that is a United States
person, (b) a foreign custodian, nominee, other agent, or broker that derives 50% or more of its gross income for
certain periods from the conduct of a trade or business in the United States, (c) a foreign custodian, nominee, other
agent, or broker that is a controlled foreign corporation for United States federal income tax purposes, or (d) a
foreign partnership if at any time during its tax year one or more of its partners are United States persons who, in
the aggregate, hold more than 50% of the income or capital interest of the partnership or if, at any time during its
taxable year, the partnership is engaged in the conduct of a trade or business within the United States, unless the
custodian, nominee, other agent, broker, or foreign partnership has documentary evidence in its records that the
beneficial owner is not a United States person and certain other conditions are met, or the beneficial owner
otherwise establishes an exemption.

I-20



The federal income tax discussion set forth above is included for general information only and may not be
applicable depending upon a beneficial owner’s particular situation. Beneficial owners should consult their tax
advisors with respect to the tax consequences to them of the purchase, ownership, and disposition of the Taxable
Bonds, including the tax consequences under state, local, foreign, and other tax laws and the possible effects of
changes in federal or other tax laws.

State Taxes

In the opinion of Bond Counsel and Tax Counsel, under existing statutes, interest on the Taxable Bonds is
excluded from Connecticut taxable income for purposes of the Connecticut income tax on individuals, trusts and
estates and is excluded from amounts on which the net Connecticut minimum tax is based in the case of
individuals, trusts and estates required to pay the federal alternative minimum tax.

Interest on the Taxable Bonds is included in gross income for purposes of the Connecticut corporation
business tax.

Owners of the Taxable Bonds should consult their tax advisors with respect to other applicable state and
local tax consequences of ownership of the Taxable Bonds and the disposition thereof, including the extent to
which gains and losses from the sale or exchange of Taxable Bonds held as capital assets reduce and increase,
respectively, amounts taken into account in computing the Connecticut income tax on individuals, trusts and estates
and the net Connecticut minimum tax on such taxpayers who are also required to pay the federal alternative
minimum tax.

General

The opinions of Bond Counsel and Tax Counsel are rendered as of their date and Bond Counsel and Tax
Counsel assume no obligation to update or supplement their opinions to reflect any facts or circumstances that may
come to their attention or any changes in law or the interpretation thereof that may occur after the date of their
opinions. The discussion above does not purport to address all aspects of federal, state or local taxation that may
be relevant to a particular owner of a Taxable Bond. Prospective owners of the Taxable Bonds, particularly those
who may be subject to special rules, are advised to consult their tax advisors regarding the federal, state and local
tax consequences of owning and disposing of the Taxable Bonds.

CONTINUING DISCLOSURE AGREEMENT

The General Statutes of Connecticut give the State the specific authority to enter into continuing disclosure
agreements in accordance with the requirements of Securities and Exchange Commission Rule 15¢2-12 (the
“Rule”).

The State has never defaulted in its obligation to provide annual financial information pursuant to a
continuing disclosure agreement executed by the State in connection with the sale of any other general obligation
bonds, except for (i) a failure to make a timely provision to the nationally recognized municipal securities
information repositories (the “NRMSIRs”) by February 28, 2005 and February 28, 2006 of audits of its financial
statements and certain operating data comparing operating results and unreserved fund balances on a budgetary and
GAAP basis for the fiscal years ending June 30, 2004 and June 30, 2005, respectively, and (i) failure to make a
timely provision to the NRMSIRs by February 28, 2007 of the audit of its financial statements on a GAAP basis for
the fiscal year ending June 30, 2006, as required under the State’s various continuing disclosure agreements in
connection with certain of its prior bond issues. The State experienced delays in completing its financial
statements due to implementation of a new financial management software system, which resulted in delays in
completing its audits, as explained in Part III to this Official Statement. On or prior to February 28, 2005, the
State filed with the NRMSIRs its financial statements and certain other operating data for the fiscal year ending
June 30, 2004, which had not been audited but which the State believed to be accurate in all material respects.
Thereafter, the State filed with the NRMSIRs its audited financial statements and certain other operating data for
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the fiscal year ending June 30, 2004 promptly after they became available. On or prior to February 28, 2006, the
State filed with the NRMSIRs the preliminary estimated financial statements, which had not been audited but
which the State believed to be accurate in all material respects, and certain operating data, in each case for the
fiscal year ending June 30, 2005. Thereafter the State filed with the NRMSIRs its audited financial statements on a
GAAP basis for the fiscal year ending June 30, 2005 promptly after they became available. On February 28,2007,
the State filed certain operating data, audited budgetary basis financial statements and unaudited GAAP basis
financial statements, each for the fiscal year ending June 30, 2006. On May 4, 2007, the State filed its audited
financial statements on a GAAP basis for the fiscal year ending June 30, 2006. The State complied with its annual
information filing requirements for the fiscal years ended June 30, 2007, June 30, 2008 and June 30, 2009.

The State will enter into a Continuing Disclosure Agreement with respect to the Bonds for the benefit of
the beneficial owners of the Bonds, substantially in the form attached as Appendix I-C to this Official Statement
(the “Continuing Disclosure Agreement”), pursuant to which the State will agree to provide or cause to be
provided, in accordance with the requirements of the Rule: (i) certain annual financial information and operating
data, (ii) timely notice of the occurrence of certain material events with respect to the Bonds, and (iii) timely notice
of a failure by the State to provide the required annual financial information on or before the date specified in the
Continuing Disclosure Agreement. The Underwriters’ obligation to purchase the Bonds shall be conditioned upon
their receiving, at or prior to the delivery of the Bonds, an executed copy of the Continuing Disclosure Agreement.

DOCUMENTS ACCOMPANYING DELIVERY OF THE BONDS
State Treasurer’s Certificate

Upon delivery of the Bonds, the State shall furnish a certificate of the Treasurer, dated the date of delivery
of the Bonds, stating that the Official Statement, as of its date, did not contain any untrue statement of a material
fact or omit to state any material fact necessary to make the statements therein, in light of the circumstances under
which they were made, not misleading and that there has been no material adverse change (other than in the
ordinary course of the operations of the State) in the financial condition of the State from that set forth in or
contemplated by the Official Statement. In providing such certificate, the Treasurer will state that she has not
undertaken independently to verify information obtained or derived from various publications of agencies of the
Federal government and presented in Appendix III-B to this Official Statement under the caption STATE
ECONOMY.

Absence of Litigation

Upon delivery of the Bonds, the State shall furnish a certificate of the Attorney General of the State, dated
the date of delivery of the Bonds, to the effect that there is no controversy or litigation of any nature pending or
threatened to restrain or enjoin the issuance, sale, execution or delivery of the Bonds, or in any way contesting or
affecting the validity of the Bonds or any of the proceedings taken with respect to the issuance and sale thereof or
the application of monies to the payment of the Bonds. In addition, such certificate shall state that, except as
disclosed in this Official Statement, there is no controversy or litigation of any nature now pending by or against
the State which, in the opinion of the Attorney General, will be finally determined so as to result individually or in
the aggregate in a final judgment against the State which would materially adversely affect its financial condition or
the power of the State to levy, collect and enforce the collection of taxes or other revenues for the payment of its
bonds.

Approving Opinions of Bond Counsel and Opinions of Disclosure Counsel, Tax Counsel and Underwriters’
Counsel

The State Treasurer, with the approval of the Attorney General of the State of Connecticut, has appointed

the following firms to serve as Bond Counsel with respect to the Refunding Bonds, and delivery of the Refunding
Bonds will be subject to the approving opinions of Bond Counsel as follows:

[-22



(a) Day Pitney LLP with respect to the $1,700,000 General Obligation Refunding Bonds (2010
Series D-1);

(b) Hawkins Delafield & Wood LLP with respect to the $5,880,000 General Obligation Refunding
Bonds (2010 Series D-2);

() Lewis & Munday, A Professional Corporation with respect to the $28,730,000 General
Obligation Refunding Bonds (2010 Series D-3);

(d) Robinson & Cole LLP with respect to the $2,540,000 General Obligation Refunding Bonds (2010
Series D-4);

(e) Shipman & Goodwin LLP with respect to the $8,185,000 General Obligation Refunding Bonds
(2010 Series D-5);

The State Treasurer, with the approval of the Attorney General of the State of Connecticut, has appointed
the following firm to serve as Bond Counsel with respect to the Series B Taxable Bonds, and delivery of the
Series B Taxable Bonds will be subject to the approving opinion of Bond Counsel as follows:

(a) Lewis & Munday, A Professional Corporation with respect to the $203,400,000 Taxable General
Obligation Bonds (2010 Series B-1).

The State Treasurer, with the approval of the Attorney General of the State of Connecticut, has appointed
the following firm to serve as Bond Counsel with respect to the Series C Taxable Bonds, and delivery of the
Series C Taxable Bonds will be subject to the approving opinion of Bond Counsel as follows:

(a) Shipman & Goodwin LLP with respect to the $22,205,000 Taxable General Obligation Bonds
(2010 Series C-1).

The State Treasurer, with the approval of the Attorney General of the State of Connecticut, has appointed
the following firms to serve as Bond Counsel with respect to the Series D Taxable Bonds, and delivery of the
Series D Taxable Bonds will be subject to the approving opinions of Bond Counsel as follows:

(a) Edwards Angell Palmer & Dodge LLP with respect to the $59,095,000 Taxable General
Obligation Bonds (2010 Series D-1);

(b) Lewis & Munday, A Professional Corporation with respect to the $126,600,000 Taxable General
Obligation Bonds (2010 Series D-2);

(c) Pullman & Comley, LLC with respect to the $20,000,000 Taxable General Obligation Bonds
(2010 Series D-3);

(d) Robinson & Cole LLP with respect to the $45,905,000 Taxable General Obligation Bonds (2010
Series D-4);

(e) Shipman & Goodwin LLP with respect to the $17,795,000 Taxable General Obligation Bonds
(2010 Series D-5);

() Squire, Sanders & Dempsey L.L.P. with respect to the $25,000,000 Taxable General Obligation
Bonds (2010 Series D-6).

The opinion of each Bond Counsel with respect to the series of the Bonds indicated above will be
substantially in the form included as Appendix I-B to this Official Statement. Certain Bond Counsel have served
as underwriters’ counsel in connection with other State bond issues.

Certain legal matters will be passed upon for the State by its Disclosure Counsel, Day Pitney LLP of
Hartford, Connecticut. In addition, the firms of Finn Dixon & Herling LLP of Stamford, Connecticut and Soeder &
Associates LLC of Hartford, Connecticut, serve as Co-Disclosure Counsel.

Certain legal matters will be passed upon for the State by its Tax Counsel, Robinson & Cole LLP of

Hartford, Connecticut. In addition, the firms of Finn Dixon & Herling LLP and Soeder & Associates LLC serve as
Co-Tax Counsel.
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Certain legal matters will be passed upon for the Underwriters by their co-counsel, Orrick, Herrington &
Sutcliffe LLP of Washington, DC, and the Law Offices of Joseph C. Reid, P.A. of New York NY. The Law
Offices of Joseph C. Reid, P.A. has served as bond counsel to the State in connection with other general obligation
bond issues.

FINANCIAL ADVISOR

The State has appointed P.G. Corbin & Company, Inc. and Acacia Financial Group to serve as co-financial
advisors to assist the State in the issuance of the Bonds.

UNDERWRITING

The aggregate initial offering price of the Refunding Bonds to the public is $53,081,787.95 plus accrued
interest, if any. The Underwriters have jointly and severally agreed, subject to certain conditions precedent to
closing, to purchase the Refunding Bonds from the State at an aggregate purchase price of $52,831,338.80,
representing an underwriters’ discount of $250,449.15.

The aggregate initial offering price of the Series B Taxable Bonds to the public is $204,628,536.00 plus
accrued interest, if any. The Underwriters have jointly and severally agreed, subject to certain conditions precedent
to closing, to purchase the Series B Taxable Bonds from the State at an aggregate purchase price of
$203,546,344.46, representing an underwriters’ discount of $1,082,191.54.

The aggregate initial offering price of the Series C Taxable Bonds to the public is $22,370,427.25 plus
accrued interest, if any. The Underwriters have jointly and severally agreed, subject to certain conditions precedent
to closing, to purchase the Series C Taxable Bonds from the State at an aggregate purchase price of
$22,250,943.13, representing an underwriters’ discount of $119,484.12.

The aggregate initial offering price of the Series D Taxable Bonds to the public is $296,549,971.40 plus
accrued interest, if any. The Underwriters have jointly and severally agreed, subject to certain conditions precedent
to closing, to purchase the Series D Taxable Bonds from the State at an aggregate purchase price of
$294,983,520.26, representing an underwriters’ discount of $1,566,451.14.

The Underwriters will be obligated to purchase all the Bonds if any such Bonds are purchased. The Bonds
may be offered and sold to certain dealers (including unit investment trusts and other affiliated portfolios of certain
underwriters and other dealers depositing the Bonds into investment trusts) at prices lower than such initial public
offering prices, and such initial public offering prices may be changed, from time to time, by the Underwriters.

Morgan Stanley and Citigroup Inc., the respective parent companies of Morgan Stanley & Co.
Incorporated and Citigroup Global Markets Inc., each an underwriter of the Bonds, have entered into a retail
brokerage joint venture. As part of the joint venture each of Morgan Stanley & Co. Incorporated and Citigroup
Global Markets Inc. will distribute municipal securities to retail investors through the financial advisor network of
a new broker-dealer, Morgan Stanley Smith Barney LLC. This distribution arrangement became effective on
June 1, 2009. As part of this arrangement, each of Morgan Stanley & Co. Incorporated and Citigroup Global
Markets Inc. will compensate Morgan Stanley Smith Barney LLC for its selling efforts in connection with their
respective allocations of Bonds.
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ADDITIONAL INFORMATION

It is the present policy of the State to make available, upon request to the Office of the State Treasurer,
copies of this Official Statement or parts hereof and subsequent official statements or parts thereof relating to the
issuance of its general obligation bonds.

Additional information may be obtained upon request to the Office of the State Treasurer, Denise L.
Nappier, Attn: Sarah K. Sanders, Assistant Treasurer for Debt Management, 55 Elm Street, Hartford, Connecticut
06106, (860) 702-3288.

STATE OF CONNECTICUT

Dated at Hartford, Connecticut

this 5th day of October, 2010 /s/ Denise L. Nappier
Denise L. Nappier
State Treasurer

I-25



[INTENTIONALLY LEFT BLANK]

I-26



Appendix I-A
PLAN OF REFUNDING
The proceeds of the Refunding Bonds, if issued, will be used to refund the following maturities and

principal amounts of outstanding general obligation bonds of the State on the redemption dates and at the
redemption prices set forth below (the “Refunded Bonds”).

Maturity  Principal Redemption Redemption
Series Date Amount Coupon Date Price CUSIP
2002 Series D 11/15/14 $1,735,000 3.900% 11/15/12 100% 20772FK74
2002 Series D 11/15/16 2,145,000 4.125 11/15/12 100 20772FL32
2002 Series D 11/15/17 1,775,000 4.250 11/15/12 100 20772FL57
2002 Series D 11/15/18 590,000 4.375 11/15/12 100 20772FL73
2002 Series D 11/15/19 780,000 4.450 11/15/12 100 20772FL99
2002 Series D 11/15/20 1,005,000 4.550 11/15/12 100 20772FM31
2002 Series D 11/15/21 1,210,000 4.650 11/15/12 100 20772FM56
2002 Series D 11/15/22 20,830,000 4.750 11/15/12 100 20772FM72
2002 Series F 10/15/16 470,000 4.200 10/15/12 100 20772FT83
2002 Series F 10/15/17 505,000 4.300 10/15/12 100 20772FT91
2002 Series ' 10/15/18 2,590,000 4.400 10/15/12 100 20772FU24
2002 Series F 10/15/19 110,000 4.500 10/15/12 100 20772FU32
2002 Series F 10/15/20 580,000 4.600 10/15/12 100 20772FU40
2002 Series F 10/15/21 1,820,000 4.700 10/15/12 100 20772FUS7
2002 Series F 10/15/22 11,840,000 4.850 10/15/12 100 20772FU65

Upon delivery of the Refunding Bonds, the State and U.S. Bank National Association (“Escrow
Holder”), will enter into an Escrow Agreement (the “Escrow Agreement”) to provide for the payment of the
Refunded Bonds. Under the Escrow Agreement, the Escrow Holder will deposit into an irrevocable trust fund,
called the Escrow Deposit Fund, the net proceeds of the Refunding Bonds and other monies and will use such
proceeds and other monies to purchase direct obligations of, or obligations guaranteed by the United States of
America (the “Government Obligations”), the maturing principal of and interest on which will provide
amounts sufficient to pay the principal, interest and redemption prices on the Refunded Bonds on the dates
such payments are due. The Escrow Agreement permits the substitution of certain Government Obligations
for other Government Obligations and the investment of cash in the Escrow Deposit Fund in other Government
Obligations, provided that the maturing principal of and interest on all Government Obligations held at any
time under the Escrow Agreement will provide amounts sufficient to pay the principal, interest and redemption
prices on the Refunded Bonds on the dates such payments are due. All investment income on and maturing
principal of the Government Obligations held in the Escrow Deposit Fund and needed to pay the principal and
premium of and interest on the Refunded Bonds will be irrevocably deposited by the State for payment of the
Refunded Bonds.

I-A-1



Appendix I-A
TABLE OF STATUTORY AUTHORIZATIONS - SERIES B

Each series of Series B Bonds includes the following authorizations, which have been consolidated for
purposes of sale:

A. $ 203,400,000 Taxable General Obligation Bonds (2010 Series B-1)
(Qualified School Construction Bonds — Direct Subsidy)

1. $ 203,400,000 School Construction Bonds (Series HHHH) authorized by Chapter 173 of
the General Statutes of the State of Connecticut, as amended.
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Appendix I-A
TABLE OF STATUTORY AUTHORIZATIONS - SERIES C

Each series of Series C Bonds includes the following authorizations, which have been consolidated for
purposes of sale:

B. $ 22,205,000 Taxable General Obligation Bonds (2010 Series C-1)
(Recovery Zone Economic Development Bonds — Direct Payment)

1. $ 22,205,000 General State Purposes Bonds (2002 Special Session Act, Section 17(e),
Series C) authorized by Section 17(e) of Special Act No. 02-1 of the
General Assembly of the State of Connecticut, May 2002 Special Session,
as amended.
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A.

Appendix I-A

TABLE OF STATUTORY AUTHORIZATIONS — SERIES D

Each series of Series D Bonds includes the following authorizations, which have been consolidated for
purposes of sale:

$ 59,095,000 Taxable General Obligation Bonds (2010 Series D-1)
(Build America Bonds — Direct Payment)

$ 59,095,000

Water Pollution Control Bonds (1986 Act, Series JJ) authorized by Sections
1 through 12 of Public Act No. 86-420 of the General Assembly of the
State of Connecticut, as amended.

$ 126,600,000 Taxable General Obligation Bonds (2010 Series D-2)
(Build America Bonds — Direct Payment)

$

$

$

$ 126,600,000

School Construction Bonds (Series I1I1) authorized by Chapter 173 of the
General Statutes of the State of Connecticut, as amended.

20,000,000 Taxable General Obligation Bonds (2010 Series D-3)
(Build America Bonds — Direct Payment)

$§ 5,000,000

§ 15,000,000

General State Purposes Bonds (2007 Special Session Act, Section 2, Series
A) authorized by Section 2 of Public Act No. 07-242 of the General
Assembly of the State of Connecticut, June 2007 Special Session, as
amended.

Economic Development and Manufacturing Assistance Bonds (1990 Act,
Section 33, Series FF) authorized by Section 33 of Public Act No. 90-270
of the General Assembly of the State of Connecticut, as amended.

45,905,000 Taxable General Obligation Bonds (2010 Series D-4)
(Build America Bonds — Direct Payment)

$ 13,905,000

$ 30,000,000

$ 2,000,000

General State Purposes Bonds (2007 Act, Sections 2(a) through 2(q), 2(u)
through 2(w) and Section 13(a)(4), Series C) authorized by Sections 2(a)
through 2(q), 2(u) through 2(w) and Section 13(a)(4) of Public Act. No. 07-
7 of the General Assembly of the State of Connecticut, June 2007 Special
Session, as amended

General State Purposes Bonds (2004 Act, Sections 2(a) through 2(h) and
2(1) through 2(p), Series H) authorized by Sections 2(a) through 2(h) and
2(1) through 2(p) of Special Act No. 04-2 of the General Assembly of the
State of Connecticut, May 2004 Special Session, as amended

General State Purposes Bonds (1989 Act, Sections 1 through 7, Series U)
authorized by Sections 1 through 7 of Special Act No. 89-52 of the General
Assembly of the State of Connecticut, January 1989 Session, as amended

17,795,000 Taxable General Obligation Bonds (2010 Series D-5)
(Build America Bonds — Direct Payment)

$ 17,795,000

General State Purposes Bonds (2002 Special Session Act, Section 17(e),
Series D) authorized by Section 17(e) of Special Act No. 02-1 of the
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General Assembly of the State of Connecticut, May 2002 Special Session,
as amended.

$ 25,000,000 Taxable General Obligation Bonds (2010 Series D-6)
(Build America Bonds — Direct Payment)

$ 25,000,000 Local Capital Improvement Fund Bonds (1987 Act, Sections 11 through
14, Series UU) authorized by Sections 11 through 14 of Public Act No. 87-

584 of the General Assembly of the State of Connecticut, January 1987
Session, as amended.

I-A-5



[INTENTIONALLY LEFT BLANK]

I-A-6



Appendix I-B

FORM OF BOND COUNSEL OPINION - REFUNDING BONDS

The opinion of each Bond Counsel with respect to the series of the Refunding Bonds for which
such firm has been appointed to serve as Bond Counsel will be dated the date of original issuance of the
Refunding Bonds and will be substantially in the following form:

Honorable Denise L. Nappier
Treasurer, State of Connecticut
Hartford, Connecticut

We have examined a record of proceedings relative to the issuance of $ General
Obligation Refunding Bonds (2010 Series D- ) of the State of Connecticut (the “Bonds”). The Bonds are
issued contemporaneously with other general obligation bonds of the State of Connecticut in the aggregate
principal amount of $47,035,000.

The Bonds are dated as of the date of delivery, mature on the dates and in the years, in the principal
amounts and bear interest from their dated date, payable on April 1, 2011 and semiannually thereafter on
October 1 and April 1 in each year until maturity [or earlier redemption], at the rate or rates per annum, as
follows:

Date Year  Principal Amount Interest Rate

The Bonds are payable as to principal and redemption price, if any, at the office of U.S. Bank National
Association, in Hartford, Connecticut. Interest on the Bonds is payable to the person in whose name such
bond is registered as of the close of business on the fifteenth day of March and September in each year, or the
preceding business day if such fifteenth day is not a business day, by check mailed to such registered owner at
such owner’s address as shown on the registration books kept by the State or its designated agent.

[The Bonds are [not] subject to redemption prior to maturity [as therein provided].]

The Bonds are refunding bonds authorized by Section 3-20(i) of the General Statutes of Connecticut,
Revision of 1958, as amended. The Bonds are being issued for the purposes of refunding:

[HERE LIST REFUNDED BONDS]

The Bonds are issued under and pursuant to proceedings taken in accordance with Section 3-20 of the
General Statutes of Connecticut, Revision of 1958, as amended, a Bond Determination executed by the State
Treasurer and filed with the Secretary of the State Bond Commission and a Tax Certificate and a Tax
Compliance Agreement.

The Bonds are issuable in the form of registered bonds without coupons in denominations of $5,000 or
any integral multiple of $5,000, except for any remaining odd amount, not exceeding the aggregate principal
amount of Bonds maturing in any year. The Bonds are originally registered in the name of Cede & Co., as
nominee of The Depository Trust Company, for the purpose of effecting a book-entry system for the
ownership and transfer of the Bonds.

As to questions of fact material to our opinion we have relied upon the certified proceedings and other

certifications of public officials furnished to us without undertaking to verify the same by independent
investigation.
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We have not been engaged or undertaken to review the accuracy, completeness or sufficiency of the
Official Statement or other offering material relating to the Bonds and we express no opinion relating thereto
(excepting only the matters set forth as our opinion in the Official Statement and certain matters which are the
subject of a supplemental opinion provided by us to the State).

We are of the opinion that the Bonds, when duly certified by U.S. Bank National Association, will be
valid and legally binding general obligations of the State of Connecticut for the payment of the principal of and
interest on which the full faith and credit of the State are pledged, and that the State, acting through the
General Assembly, has the power to levy ad valorem taxes upon all taxable property within the State without
limitation as to rate or amount to pay the principal and interest thereof. We are further of the opinion that the
Tax Compliance Agreement is a valid and binding agreement of the State and that the Tax Certificate and the
Tax Compliance Agreement were duly authorized by the State.

The Internal Revenue Code of 1986, as amended (the “Code”), establishes certain requirements that
must be met at and subsequent to the issuance and delivery of the Bonds in order that interest on the Bonds be
excluded from gross income for federal income tax purposes. In the Tax Compliance Agreement and the Tax
Certificate the State has made covenants and representations designed to assure compliance with such
requirements of the Code. The State has covenanted in the Tax Compliance Agreement that it will at all times
comply with all requirements of the Code that must be satisfied subsequent to the issuance of the Bonds to
ensure that interest on the Bonds shall not be included in the gross income of the owners thereof for federal
income tax purposes, retroactively to the date of issue or otherwise, including covenants regarding, among
other matters, the use, expenditure and investment of the proceeds of the Bonds and the timely payment to the
United States of any arbitrage rebate amounts with respect to the Bonds.

We are of the opinion that, under existing law, interest on the Bonds (a) is not included in gross
income for federal income tax purposes, and (b) is not an item of tax preference for purposes of the federal
alternative minimum tax. No opinion is expressed as to whether interest on the Bonds is included in the
determination of adjusted current earnings for purposes of computing the federal alternative minimum tax
imposed on certain corporations.

In rendering the foregoing opinions regarding the federal income tax treatment of interest on the
Bonds, we have relied upon and assumed (i) the material accuracy of the representations, statements of
intention and reasonable expectations, and certifications of fact contained in the Tax Certificate and the Tax
Compliance Agreement, and (ii) continuing compliance by the State with all requirements of the Code that
must be satisfied subsequent to the issuance of the Bonds in order that the interest thereon be, or continues to
be, excluded from gross income for federal income tax purposes, as provided in the covenants set forth in the
Tax Compliance Agreement as to such matters. We also have relied, with no independent investigation, upon
the approving opinions of bond counsel with respect to the other general obligation bonds of the State of
Connecticut issued contemporaneously with the Bonds in the aggregate principal amount of $47,035,000 as to
the validity and legality of such bonds and as to the exclusion of the interest thereon from gross income of the
owners thereof for federal income tax purposes.

We are further of the opinion that, under existing statutes, interest on the Bonds is excluded from
Connecticut taxable income for purposes of the Connecticut income tax on individuals, trusts and estates and is
excluded from amounts on which the net Connecticut minimum tax is based in the case of individuals, trusts

and estates required to pay the federal alternative minimum tax.

We express no opinion regarding other federal or state tax consequences of the ownership of or receipt
or accrual of interest on the Bonds.

Respectfully yours,
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Appendix I-B

FORM OF BOND COUNSEL OPINION - SERIES B, SERIES C AND SERIES D TAXABLE BONDS

The opinion of each Bond Counsel with respect to the series of the Series B, Series C and Series D
Taxable Bonds for which such firm has been appointed to serve as Bond Counsel will be dated the date of
original issuance of the Series B, Series C and Series D Taxable Bonds and will be substantially in the
following form:

Honorable Denise L. Nappier
Treasurer, State of Connecticut
Hartford, Connecticut

We have examined a record of proceedings relative to the issuance of [$ Taxable General
Obligation Bonds (2010 Series B- ) (Qualified School Construction Bonds — Direct Subsidy)] [and]
[$ Taxable General Obligation Bonds (2010 Series C- ) (Recovery Zone Economic Development
Bonds — Direct Payment)] [and] [$ Taxable General Obligation Bonds (2010 Series D- ) (Build
America Bonds — Direct Payment)] of the State of Connecticut (collectively, the “Bonds™). The Bonds are
issued contemporaneously with other taxable general obligation bonds of the State of Connecticut in the
aggregate principal amount of $520,000,000.

The Bonds are dated as of the date of delivery, mature on October 1 in the years, in the principal
amounts and bear interest from their dated date, payable on April 1, 2011 and semiannually thereafter on
October 1 and April 1 in each year until maturity or earlier redemption, at the rate or rates per annum, as
follows:

Year Principal Amount  Interest Rate

The Bonds are payable as to principal and redemption price, if any, at the office of U.S. Bank National
Association, in Hartford, Connecticut. Interest on the Bonds is payable to the person in whose name such
bond is registered as of the close of business on the fifteenth day of March and September in each year or the
preceding business day if such fifteenth day is not a business day, by check mailed to such registered owner at
such owner's address as shown on the registration books kept by the State or its designated agent.

The Bonds are subject to redemption prior to maturity as therein provided.

The Bonds are comprised of the following issue[s] of bonds which were authorized by the following
statutory provision[s and have been consolidated as a single issue]:

[HERE LIST COMPONENT BOND ISSUES WITH STATUTORY AUTHORIZATIONS]

The Bonds are issued under and pursuant to proceedings taken in accordance with Section 3-20 of the
General Statutes of Connecticut, Revision of 1958, as amended, resolutions adopted by the State Bond
Commission, including a resolution adopted on August 17, 2010, and proceedings taken in conformity
therewith, including a Certificate of Determination executed by the State Treasurer and filed with the Secretary
of the State Bond Commission and a Tax Certificate.

The Bonds are issuable in the form of registered bonds without coupons in denominations of $5,000 or

any integral multiple of $5,000, except for any remaining odd amount, not exceeding the aggregate principal
amount of Bonds maturing in any year. The Bonds are originally registered in the name of Cede & Co., as
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nominee of The Depository Trust Company, for the purpose of effecting a book-entry system for the
ownership and transfer of the Bonds.

As to questions of fact material to our opinion we have relied upon the certified proceedings and other
certifications of public officials furnished to us without undertaking to verify the same by independent
investigation.

We have not been engaged or undertaken to review the accuracy, completeness or sufficiency of the
Official Statement or other offering material relating to the Bonds and we express no opinion relating thereto
(excepting only the matters set forth as our opinion in the Official Statement and certain matters which are the
subject of a supplemental opinion provided by us to the State).

We are of the opinion that the Bonds, when duly certified by U.S. Bank National Association, will be
valid and legally binding general obligations of the State of Connecticut for the payment of the principal of and
interest on which the full faith and credit of the State are pledged, and that the State, acting through the
General Assembly, has the power to levy ad valorem taxes upon all taxable property within the State without
limitation as to rate or amount to pay the principal and interest thereof.

We are of the opinion that, under existing law, interest on the Bonds is included in gross income for
federal income tax purposes pursuant to the Internal Revenue Code of 1986, as amended (the “Code”). This
opinion is provided in connection with the promotion or marketing of the Bonds and is not intended or
provided to be used and cannot be used, by an owner of the Bonds for the purposes of avoiding penalties
that may be imposed under the Code.

We are further of the opinion that, under existing statutes, interest on the Bonds is excluded from
Connecticut taxable income for purposes of the Connecticut income tax on individuals, trusts and estates and is
excluded from amounts on which the net Connecticut minimum tax is based in the case of individuals, trusts

and estates required to pay the federal alternative minimum tax.

We express no opinion regarding other federal or state tax consequences of the ownership of or receipt
or accrual of interest on the Bonds.

Respectfully yours,
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Appendix I-C

FORM OF CONTINUING DISCLOSURE AGREEMENT

In accordance with the requirements of Rule 15c2-12 promulgated by the Securities and Exchange
Commission, the State will agree, pursuant to a Continuing Disclosure Agreement for the Bonds to be
executed by the State substantially in the following form, to provide, or cause to be provided, (i) certain
annual financial information and operating data, (ii) timely notice of the occurrence of certain material
events with respect to the Bonds, and (iii) timely notice of a failure by the State to provide the required
annual financial information on or before the date specified in the Continuing Disclosure Agreement for
the Bonds.

Continuing Disclosure Agreement

This Continuing Disclosure Agreement (“Agreement”) is made as of the 19" day of October, 2010 by
the State of Connecticut (the “State™) acting by its undersigned officer, duly authorized, in connection with the
issuance of $47,035,000 General Obligation Refunding Bonds (2010 Series D), $203,400,000 Taxable General
Obligation Bonds (2010 Series B) (Qualified School Construction Bonds — Direct Subsidy), $22,205,000
Taxable General Obligation Bonds (2010 Series C) (Recovery Zone Economic Development Bonds — Direct
Payment) and $294,395,000 Taxable General Obligation Bonds (2010 Series D) (Build America Bonds —
Direct Payment) (collectively, the “Bonds”) dated as of the date hereof, for the benefit of the beneficial owners
from time to time of the Bonds.

Section 1. Definitions. For purposes of this Agreement, the following capitalized terms shall have
the following meanings:

“Final Official Statement” means the official statement of the State dated October 5, 2010 prepared in
connection with the Bonds.

“MSRB” means the Municipal Securities Rulemaking Board established under the Securities
Exchange Act of 1934 as amended, or any successor thereto.

“Repository” means the MSRB or any other information repository established pursuant to the Rule as
amended from time to time.

“Rule” means rule 15¢2-12 under the Securities Exchange Act of 1934, as of the date of this
Agreement.

“SEC” means the Securities and Exchange Commission of the United States, or any successor thereto.

Section 2. Annual Financial Information.

(a) The State agrees to provide or cause to be provided to each Repository, in accordance with
the provisions of the Rule and of this Agreement, annual financial information and operating data
(commencing with information and data for the fiscal year ending June 30, 2010) as follows:

(1) Financial statements of the State’s general fund, special revenue funds, debt service
funds, capital projects funds, enterprise funds, internal service funds and trust and agency (fiduciary) funds and
the general long-term debt account group for the prior fiscal year, which statements shall be prepared in
accordance with generally accepted accounting principles or mandated state statutory principles as in effect
from time to time. As of the date of this Agreement, the State is required to prepare financial statements of its
various funds and accounts on a budgeted basis (i.e., on the basis of the modified cash method of accounting as
described in Part III to the Final Official Statement, under the caption FINANCIAL PROCEDURES -
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Accounting Procedures). As of the date of this Agreement, the State also prepares its financial statements in
accordance with generally accepted accounting principles but is not required to do so. The financial statements

will be audited.

(i1) To the extent not included in the financial statements described in (i) above, the

financial information and operating data within the meaning of the Rule described below (with references to
the Final Official Statement); provided, however, that references to the Final Official Statement for the Bonds
as a means of identifying such financial information and operating data shall not prevent the State from
reorganizing such material in subsequent official statements or annual information reports:

1.

9.

(b)

Until such time as the State’s only method of presenting its financial statements is
substantially in accordance with generally accepted accounting principles (“GAAP”):

a. General Fund - Summary of Operating Results - Budgetary (Modified Cash) Basis
(for most recent fiscal year) (See Table 2 and Appendices II1I-D-6 and I1I-D-7).

b. General Fund - Summary of Operating Results - Budgetary (Modified Cash) Basis
vs. GAAP Basis (for most recent fiscal year) (See Table 3).

c. General Fund - Unreserved Fund Balance - Budgetary (Modified Cash) Basis as of
the end of the most recent fiscal year) (See Table 4 and Appendices I1I-D-4 and III-
D-5).

d. General Fund - Unreserved Fund Balance - Budgetary (Modified Cash) Basis vs.

GAAP Basis (as of the end of the most recent fiscal year) (See Table 5).
Statutory Debt Limit (as of end of most recent fiscal year or a later date) (See Table 7).

Direct General Obligation Indebtedness - Principal Amount Outstanding (as of end of most
recent fiscal year or a later date) (See Table 8).

Summary of Principal, Mandatory Sinking Fund Payments, and Interest on Long-Term Direct
General Obligation Debt (as of end of most recent fiscal year or a later date) (See Table 10).

Outstanding Long-Term Direct General Obligation Debt (as of end of most recent fiscal year)
(See Table 11).

Authorized But Unissued Direct General Obligation Debt (as of end of most recent fiscal year
or a later date) (See Table 12).

Statutory General Obligation Bond Authorizations and Reductions (for recent fiscal years, if
any legislative action) (See Table 13).

Bond Authorizations with Limited or Contingent Liability (as of end of most recent fiscal
year or a later date) (See Table 16).

Funding status of the State Employees’ Retirement Fund and the Teachers’ Retirement Fund.

The financial statements and other financial information and operating data described above

will be provided on or before the date eight months after the close of the fiscal year for which such information
is being provided. The State’s fiscal year currently ends on June 30.

(©)

Annual financial information and operating data may be provided in whole or in part by

cross-reference to other documents available to the public on the MSRB's Internet Web site referenced in the
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Rule as amended from time to time or filed with the SEC. All or a portion of the financial information and
operating data may be provided in the form of a comprehensive annual financial report or an annual
information statement of the State.

(d) The State reserves the right (i) to provide financial statements which are not audited if no
longer required by law, (ii) to modify from time to time the format of the presentation of such information or
data, and (iii) to modify the accounting principles it follows to the extent required by law, by changes in
generally accepted accounting principles, or by changes in mandated state statutory principles as in effect from
time to time; provided that the State agrees that the exercise of any such right will be done in a manner
consistent with the Rule.

Section 3. Material Events.

The State agrees to provide or cause to be provided, in a timely manner, to each Repository notice of
the occurrence of any of the following events with respect to the Bonds, if material:

(a) principal and interest payment delinquencies;

(b) non-payment related defaults;

(©) unscheduled draws on debt service reserves reflecting financial difficulties;
(d) unscheduled draws on credit enhancements reflecting financial difficulties;
(e) substitution of credit or liquidity providers, or their failure to perform;

) adverse tax opinions or events affecting the tax-exempt status of the Bonds;

(2) modifications to rights of holders of the Bonds;

(h) Bond calls;

(1) Bond defeasances;

) release, substitution, or sale of property securing repayment of the Bonds; and
(k) rating changes.

Section 4. Notice of Failure to Provide Annual Financial Information.

The State agrees to provide or cause to be provided, in a timely manner, to each Repository notice of
any failure by the State to provide annual financial information as set forth in Section 2(a) hereof on or before
the date set forth in Section 2(b) hereof.

Section 5. Use of Agents.

Annual financial information and operating data and notices to be provided pursuant to this
Agreement may be provided by the State or by any agents which may be employed by the State for such
purpose from time to time.

Section 6. Termination.

The obligations of the State under this Agreement shall terminate upon the earlier of (i) payment or
legal defeasance, at maturity or otherwise, of all of the Bonds, or (ii) such time as the State ceases to be an
obligated person with respect to the Bonds within the meaning of the Rule.

Section 7. Enforcement.

The State acknowledges that its undertakings set forth in this Agreement are intended to be for the
benefit of, and enforceable by, the beneficial owners from time to time of the Bonds. In the event the State
shall fail to perform its duties hereunder, the State shall have the option to cure such failure within a reasonable
time (but not exceeding 30 days with respect to the undertakings set forth in Section 2 of this Agreement or
five business days with respect to the undertakings set forth in Sections 3 and 4 of this Agreement) from the
time the State’s Assistant Treasurer for Debt Management, or a successor, receives written notice from any
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beneficial owner of the Bonds of such failure. The present address of the Assistant Treasurer for Debt
Management is 55 Elm Street, 6th Floor, Hartford, Connecticut 06106.

In the event the State does not cure such failure within the time specified above, the beneficial owner
of any Bonds shall be entitled only to the remedy of specific performance. The State expressly acknowledges
and the beneficial owners are hereby deemed to expressly agree that no monetary damages shall arise or be
payable hereunder nor shall any failure to comply with this Agreement constitute an event of default with
respect to the Bonds.

Section 8. Miscellaneous.

(a) All documents provided by the State to a Repository pursuant to the State's undertakings set
forth in Sections 2, 3 and 4 of this Agreement shall be in an electronic format as prescribed by the MSRB from
time to time and shall be accompanied by identifying information as prescribed by the MSRB from time to
time.

(b) The State shall have no obligation to provide any information, data or notices other than as set
forth in this Agreement; provided however, nothing in this Agreement shall be construed as prohibiting the
State from providing such additional information, data or notices from time to time as it deems appropriate in
connection with the Bonds. If the State elects to provide any such additional information, data or notices, the
State shall have no obligation under this Agreement to update or continue to provide further additional
information, data or notices of the type so provided.

(©) This Agreement shall be governed by the laws of the State of Connecticut.

(d) Notwithstanding any other provision of this Agreement, the State may amend this Agreement,
and any provision of this Agreement may be waived, if (i) such amendment or waiver is made in connection
with a change of circumstances that arises from a change in legal requirements, a change in law, or a change in
the identity, nature or status of the State, (ii) the provisions of the Agreement as so amended or waived would
have complied with the requirements of the Rule, taking into account any amendments or interpretations of the
Rule as well as any changes in circumstances, in each case as of the date of such amendment to the Agreement
or waiver, and (iii) such amendment or waiver is supported by either an opinion of counsel expert in federal
securities laws to the effect that such amendment or waiver would not materially adversely affect the beneficial
owners of the Bonds or an approving vote by the holders of not less than 60% of the aggregate principal
amount of the Bonds then outstanding. A copy of any such amendment or waiver will be filed in a timely
manner with each Repository. The annual financial information provided on the first date following adoption
of any such amendment or waiver will explain, in narrative form, the reasons for the amendment or waiver.

(e) This Agreement may be executed in any number of counterparts, each of which shall be
deemed an original, but such counterparts shall together constitute but one and the same instrument.

STATE OF CONNECTICUT

By

Denise L. Nappier
Treasurer
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PART II
INFORMATION SUPPLEMENT
OF THE STATE OF CONNECTICUT

October 5, 2010

The Annual Information Statement of the State of Connecticut (the “State”), dated February 24, 2010,
appears in this Official Statement as Part III and contains information through February 24, 2010. The State
expects to provide an updating Information Supplement from time to time in the future, which will appear in
this location as Part II of future Official Statements of the State.

This Information Supplement updates certain information in the February 24, 2010 Annual
Information Statement through October 5, 2010. The information in this Part II and Part III is subject to
change without notice, and investors should not assume that there has been no change in the affairs of the State
since the date of this Part I1.

Page I1I-1. The following information replaces the information under the caption Secretary of the Office of
Policy and Management under the heading Executive Branch Officers:

The Acting Secretary of the Office of Policy and Management is Brenda Sisco.

FINANCIAL PROCEDURES

Page III-7. The following information supplements the information under the caption Consensus Revenue
Estimates under the heading The Budgetary Process:

Pursuant to Public Act No. 09-214, the Office of Policy and Management and the legislature’s Office
of Fiscal Analysis issued on April 30, 2010, a consensus revision of their previous estimate. The General Fund
revenue estimates for fiscal years ending June 30 of 2010, 2011, 2012, 2013 and 2014 were $17,456.4 million,
$17,415.8 million, $15,791.4 million, $16,610.7 million, and $17,397.3 million, respectively. The projections
in the consensus revenue estimates are only estimates and no assurances can be given that future events will
materialize as estimated or that subsequent estimates, adjustments or actions of the General Assembly will not
indicate changes in the final results of the fiscal years reported. The next consensus revenue estimate is
expected on October 15, 2010.

STATE GENERAL FUND

Page I11-26. The following information is added after the information under the heading Fiscal Year 2009-
2010 Operations:

Pursuant to Section 4-85 of the Connecticut General Statutes, the Governor was required to submit a
report to the joint standing committees of the General Assembly on appropriations and on finance, revenue and
bonding on a plan to prevent a deficit. The Governor submitted such a plan on March 1, 2010. On April 14,
2010 Public Act No. 10-3 was passed by the General Assembly and signed into law by the Governor. This bill
provided for a net reduction in the anticipated General Fund deficit for the 2009-10 fiscal year of $323.3
million and a net increase in the General Fund deficit for the 2010-11 fiscal year of $34.2 million. In
November 2009, the Governor issued two rounds of rescissions to reduce the estimated General Fund 2009-10
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fiscal year deficit pursuant to her statutory authority totaling $51.0 million and issued another round of
rescissions totaling $8.1 million on March 31, 2010.

Pursuant to Section 4-66 of the Connecticut General Statutes, the Office of Policy and Management
provides estimates to the Comptroller by the twentieth day of each month of revenues and expenditures for the
current fiscal year for use by the Comptroller in preparing the Comptroller’s monthly report. In the monthly
estimates provided by the Office of Policy and Management on July 20, 2010 for the General Fund for the
2009-10 fiscal year, as of the period ending June 30, 2010, General Fund revenues were estimated at $17,635.9
million, General Fund expenditures and miscellaneous adjustments were estimated at $17,242.6 million and
the General Fund for the 2009-10 fiscal year was estimated to have a surplus of $393.3 million. The estimate
reflects all of the mid-term budget adjustments and deficit mitigation actions taken by the Governor and the
General Assembly as of the date of the letter. The Secretary of the Office of Policy and Management noted in
her letter that pursuant to Public Act No. 10-179, any General Fund surplus in fiscal year 2009-10 shall be
transferred to fiscal year 2010-11 to help balance that budget. Additionally, she noted that fiscal year 2009-10
would not have ended in a surplus were it not for the use of close to $1.3 billion from the budget reserve fund,
$843.5 million in federal stimulus funding, $129.5 million from the cancellation of a scheduled sales tax
reduction, the deferral of a $100 million contribution to the State Employees’ Retirement System, and deficit
mitigation efforts. The Secretary of the Office of Policy and Management indicated in her letter that the
estimates in her letter are still subject to change as some adjustments are expected in the year end closing
process.

By statute, the State’s fiscal position is reported monthly by the Comptroller. In the Comptroller’s
monthly report dated September 1, 2010 providing unaudited preliminary financial statements, the
Comptroller’s estimate of the General Fund surplus for the 2009-10 fiscal year was $449.4 million. The
Comptroller indicated that the surplus amount has been reserved for General Fund operations in fiscal year
2010-11. This estimate is subject to final audit adjustments. No assurances can be given that her final year-
end financial statements will match her prior estimates or the estimates of the Office of Policy and
Management. The unaudited preliminary financial statement of the Comptroller for the fiscal year ending June
30, 2010 have been outlined in Appendix III-E to Part II of this Official Statement.

The above projections are only estimates and the information in the monthly letter of the Office of
Policy and Management to the Comptroller and in the Comptroller’s monthly report contain only estimates and
no assurances can be given that future events will materialize as estimated or that subsequent estimates,
adjustments or audit or actions of the General Assembly will not indicate changes in the final result of the
fiscal year 2009-10 operations of the General Fund.

Page II11-28. The following information supplements the information under the heading Midterm Budget
Adjustments:

Midterm Budget Adjustments for Fiscal Years 2009-2010 and 2010-2011:

The General Assembly concluded its legislative session on May 5, 2010, which included mid-term
budget adjustments for fiscal years 2009-10 and 2010-11. Pursuant to Public Act No. 10-179, as amended by
Public Act No. 10-1 of the June Special Session and Public Act No. 10-2 of the June Special Session, the
General Assembly projected General Fund revenues at $17,667.4 million and appropriated $17,667.2 million
with an estimated surplus of $0.2 million for the fiscal year ending June 30, 2011. The projected General Fund
revenue of $17,667.4 million was $70.6 million higher than the originally enacted budget of $17,596.8
million. This net increase in revenue includes: 1) a reduction of $105.2 million in expenses resulting from the
impact of the deficit mitigation plan enacted through Public Act No. 10-3; 2) a downward adjustment in
projected revenue of $75.8 million; and 3) an increase of $251.6 million by adopting changes in certain policy
measures consisting of (i) due to projected revenue improvement, a reduction of $334.7 million from the
originally planned securitization of $1,290.7 million described in Part III of this Official Statement under the
headings Budget for Fiscal Years 2009-2010 and 2010-2011 and Midterm Budget Adjustments to be
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effectuated through Economic Recovery Revenue Bonds which will be secured by non-General Fund electric
charges; (ii) an increase of $365.6 million in federal grants generated from an anticipated extension of the
federal American Recovery and Reinvestment Act (ARRA) funding; (iii) a $140 million transfer of revenue
from the projected fiscal year 2009-10 surplus; and (iv) certain other transfers and increases. It should be
noted that the ARRA funding was not approved by the U.S. Congress in the magnitude assumed in the adopted
budget. The projected General Fund expenditure of $17,667.2 million was $72.5 million higher than the
originally enacted budget of $17,594.7 million. This net increase in expenditures is primarily due to an
increase of $357.9 million in estimated current services, which was partially offset by a reduction of $120.4
million through the deficit mitigation plan and a reduction of $165.1 million in policy measure changes,
including a $100 million deferral in the State’s contribution to the State employees’ pension fund. The mid-
term budget adjustments have not been reflected in Appendix III-E to Part I1I of this Official Statement, but
are reflected in Appendix III-E to this Part IL

Article XX VIII of the Amendments to the Constitution of the State of Connecticut and Section 2-33a
of the Connecticut General Statutes codify the language on the State’s expenditure cap. The revised budget is
$338.1 million under the allowable expenditure cap in fiscal year 2010-11.

Per the preliminary financial results of the Comptroller dated September 1, 2010, fiscal year 2009-10
is expected to end with a surplus of $449.4 million. In its mid-term budget adjustments, the General Assembly
has directed that up to $140 million of this surplus be used as revenue in fiscal year 2010-11 and any amounts
in excess of $140 million be used to reduce the amount of Economic Recovery Revenue Bonds issued as
discussed above.

In a recent report of the Office Of Fiscal Analysis regarding the 2010-11 budget, the Office of Fiscal
Analysis estimated that with the changes contained in the revised budget that significant out-year budget gaps
remain. Specifically, the Office of Fiscal Analysis estimated (i) for fiscal year 2011-12, General Fund
revenues of $15,775.3 million and General Fund expenses of $19,036.0 million, resulting in a deficit of
$3,260.7 million; (ii) for fiscal year 2012-13, General Fund revenues of $16,573.0 million and General Fund
expenses of $19,681.8 million, resulting in a deficit of $3,108.8 million; and (iii) for fiscal year 2013-14,
General Fund revenues of $17,360.7 million and General Fund expenses of $20,458.9 million, resulting in a
deficit of $3,098.2 million. These estimates are based on current services and certain other assumptions. The
State has a balanced budget requirement and an expenditure cap as discussed at Page I11-5 under the heading
The Budgetary Process — Balanced Budget Requirement. As such, budgets adopted for these fiscal years
will need to reflect a combination of revenue enhancements and expenditure reductions. As a result, the
figures do not represent a projection of the actual financial results that might be expected, but instead serve as
planning tools.

A new section is added after Midterm Budget Adjustments for Fiscal Years 2009-2010 and 2010-2011:
as follows:

Fiscal Year 2010-2011 Operations

Pursuant to Section 4-66 of the Connecticut General Statutes, the Office of Policy and Management
provides estimates to the Comptroller by the twentieth day of each month of revenues and expenditures for the
current fiscal year for use by the Comptroller in preparing the Comptroller’s monthly report. In the monthly
estimates provided by the Office of Policy and Management on September 20, 2010 for the General Fund for
the 2010-11 fiscal year, as of the period ending August 31, 2010, General Fund revenues were estimated at
$17,865.5 million, General Fund expenditures and miscellaneous adjustments were estimated at $17,910.8
million and the General Fund for the 2010-11 fiscal year was estimated to have a deficit of $45.3 million. The
estimate reflects all of the mid-term budget adjustments and deficit mitigation actions taken by the Governor
and the General Assembly as of the date of the letter. The estimate reflects an improvement over the August
20, 2010 projected deficit of $63.4 million.
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By statute, the State’s fiscal position is reported monthly by the Comptroller. In the Comptroller’s
monthly report dated September 1, 2010, the Comptroller was in general agreement with the Office of Policy
and Management’s August 20, 2010 estimate of the General Fund deficit of $63.4 million for fiscal year 2010-
11. However, the Comptroller recognized only the realized $3.6 million of adjustment in unclaimed properties
and adjudicated claims versus an annualized $40 million estimated by the Office of Policy and Management,
resulting in an estimated deficit of $27 million. In the Comptroller’s monthly report dated October 1, 2010,
the Comptroller was in general agreement with the Office of Policy and Management’s September 20, 2010
estimate of the General Fund deficit of $45.3 million.

The above projections are only estimates and the information in the monthly letter of the Office of
Policy and Management to the Comptroller and in the Comptroller’s monthly report contain only estimates and
no assurances can be given that future events will materialize as estimated or that subsequent estimates,
adjustments or audit or actions of the General Assembly will not indicate changes in the final result of the
fiscal year 2010-11 operations of the General Fund.

STATE DEBT

Page I11-35, Table 7; page I11-39, Table 8; page I1I-41, Table 10; page III-43, Table 12. The following
information supplements the information included in such pages and tables:

In April 2010, the State issued (i) $105,000,000 of its General Obligation Bonds (2010 Series A)
maturing in varying amounts between April 1, 2015 and April 1, 2018 and bearing interest at rates ranging
from 2.50% to 5.00% per annum; (ii) $184,250,000 of its Taxable General Obligation Bonds (2010 Series A)
(Build America Bonds — Direct Payment) maturing in varying amounts between April 1, 2019 and April 1,
2026 and bearing interest at rates ranging from 4.407% to 5.257% per annum; and (iii) $353,085,000 of its
General Obligation Bond Anticipation Notes (2010 Series A) maturing May 19, 2011 and bearing interest at a
rate of 2.00% per annum.

In May 2010, the University of Connecticut issued $133,210,000 University of Connecticut General
Obligation Bonds consisting of (i) $97,115,000 General Obligation Bonds, 2010 Series A, maturing in varying
amounts between February 15, 2011 and February 15, 2030 and bearing interest at rates ranging from 2% to
5% per annum and (ii) $36,095,000 General Obligation Bonds, 2010 Refunding Series A maturing in varying
amounts between February 15, 2011 and February 15, 2021 and bearing interest at rates ranging from 2% to
5% per annum.

In June 2010, the State issued (i) $200,000,000 of its General Obligation Bonds (2010 Series B),
maturing in varying amounts June 1, 2011 and between December 1, 2014 and December 1, 2018 and bearing
interest at rates ranging from 1.50% to 5.00% per annum and (ii) $258,235,000 of its General Obligation
Refunding Bonds (2010 Series C), maturing in varying amounts between December 1, 2012 and December 1,
2021 and bearing interest at rates ranging from 2.00% to 5.00% per annum.

In October 2010, the Connecticut Housing Finance Authority plans to issue $47,785,000 of its bonds
which are secured by the State’s contract to provide assistance and pay debt service on such bonds and

$28,095,000 of its bonds which are secured by a special capital reserve fund.

In October 2010, the Connecticut Higher Education Supplemental Loan Authority plans to issue
$45,000,000 of its bonds which are secured by a special capital reserve fund.

Page 11I-36. The following information is added after the information under the heading UConn 2000
Financing:
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The General Assembly passed and the Governor signed Public Act No. 10-104, which extends the
UConn 2000 financing program to June 30, 2018 and increases the total estimated project costs by $207
million to finance a new patient tower and certain renovations for the John Dempsey Hospital at the University
of Connecticut Health Center.

Page I11-38. The following information supplements the second paragraph under the heading Certain Short-
Term Borrowings:

The State did not seek to extend the 364-day revolving credit facility which expired on June 17, 2010.

Pages III-43,Table 12; I1I-44,Table 13; and III-46, Table 14. The following information updates the
information included in such pages and tables:

The General Assembly passed and the Governor signed various bills which adjust bond authorizations
for the 2009-10 and 2010-11 fiscal years. The legislation increases the amount of new bond authorizations for
the 2009-10 fiscal year by $30 million. Effective for the 2010-11 fiscal year, the General Assembly passed
reductions of various bond authorizations totaling $615 million and approved additional bond authorizations
totaling $71 million.

OTHER FUNDS, DEBT AND LIABILITIES

Page 111-57. The following information supplements the information under the heading School Construction
Grant Commitments:

The General Assembly passed and the Governor signed Public Act No. 10-108 which authorizes new
school construction grant commitments of $427.5 million to take effect for the 2010-11 fiscal year.

PENSION AND RETIREMENT SYSTEMS

Pages IT11-60 through II1-67. The information on pages II1-60 through III-67 under the heading PENSION
AND RETIREMENT SYSTEMS is deleted and replaced with the following:

The State sponsors several public employee retirement systems discussed below. Actuarial valuations
are performed with respect to such systems at regular intervals. The purpose of the actuarial valuation is to
calculate the actuarial accrued liability in each of the pension plans which estimates on the basis of
demographic and economic assumptions the present value of accrued benefits the pension plans will pay to its
retired members and active members upon retirement. The actuarial valuation compares the actuarial accrued
liability with the actuarial value of assets and any excess of that liability over the assets forms an unfunded
actuarial accrued liability. The actuarial valuations express the percentage the pension is funded through a
“funded ratio” which represents the quotient obtained by dividing the actuarial value of assets of the pension
plan by the actuarial accrued liability of the pension plan. The actuarial valuation also will state an actuarially
recommended contribution which is the recommended payment of the State to the applicable pension plan.
The actuarially recommended contribution consists of two components: (1) normal costs, which represents the
portion of the present value of retirement benefits that are allocable to active members’ current year of service,
and (2) the amortized portion of the unfunded actuarial accrued liability.

State Employees’ Retirement Fund

The State Employees’ Retirement Fund is one of the systems maintained by the State with
approximately 53,068 active members, 1,632 inactive (vested) members and 39,617 retired members as of
June 30, 2009. Generally, employees hired before July 1, 1984 participate in the Tier I plan, which includes
employee contributions. As of July 1, 2009 approximately 12% of the total work force was covered under the
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Tier I Plan. Other employees generally participate in the Tier II plan, which is non-contributory and provides
somewhat lesser benefits. As of July 1, 2009, approximately 40% of the total workforce was covered under
the Tier II plan. Employees hired after July 1, 1997 participate in the Tier IIA plan, which requires
contributions from its employee members. As of July 1, 2009, approximately 48% of the total work force was
covered under the Tier IIA Plan.

Since fiscal year ending June 30, 1979, payments into the State Employees’ Retirement Fund and
investment income in each fiscal year, with the exception of fiscal years ending June 30, 2004 and June 30,
2009, have been sufficient to meet benefits paid from the fund in such year. Payments into the fund are made
from employee contributions, General and Special Transportation Fund appropriations and grant
reimbursements from Federal and other funds. State contributions to the fund are made monthly on the basis
of transfers submitted by the Office of the State Comptroller.

Full actuarial valuations are performed as of June 30th of each even-numbered year. The actuarial
accrued liability is determined directly as the present value of benefits accrued to date, where the accrued
benefits for each member is the pro-rata portion (based on service to date) of the projected benefit payable at
death, disability, retirement or termination. The valuation uses an asset valuation method of smoothing the
difference between the market value of assets and actuarial value of assets over a five-year period to prevent
extreme fluctuations that may result from short-term or cyclical economic and market conditions. The
actuarial valuation uses recognized actuarial methods to calculate the actuarial value of assets and the actuarial
accrued liability of the State Employees’ Retirement Fund. For example, the actuarial value of assets is
determined by first projecting the actuarial value forward from the beginning of the prior fiscal year based on
the actual cash flow during the fiscal year and the assumed interest rate. One fifth of any difference between
this expected actuarial value and the actual market value is added to or subtracted from the expected actuarial
value to arrive at the actuarial value of assets in order to “smooth” year to year changes in market values. The
unfunded actuarial liability is the actuarial accrued liability less the actuarial value of assets. The valuation
includes a projection from the valuation date to future years based on certain key assumptions such as the
investment return on the market value of assets, the active population count for hazardous and nonhazardous
duty members, total payroll growth, age and salary distributions for new entrants, and actual plan experience
with respect to terminations, retirement, mortality, and cost of living increases, among others.

The most recent actuarial valuation dated November 2008 indicated that, as of June 30, 2007, the State
Employees’ Retirement Fund had assets with an actuarial value of $9,585.0 million and as of June 30, 2008,
the State Employees’ Retirement Fund had assets with an actuarial value of $9,990.2 million. The market
value of the fund’s investment assets, as reported in the actuarial valuation, was $10,041.0 million as of June
30, 2007 and was $9,329.1 million as of June 30, 2008. The next actuarial valuation is anticipated to be
completed in November 2010.

As of June 30, 2009, the market value of the fund’s investment assets was $7,320.8 million. As of
June 30, 2010, the market value of the fund’s investment assets was $7,789.6 million. The market value of the
fund’s investment assets is continually subject to change based on a variety of factors, including changes in the
financial and credit markets and general economic conditions.

The November 2008 actuarial valuation was based upon an 8.25% earnings assumption and the impact
of phasing in an approximately 4.8% negative return on plan assets for the fiscal year ending June 30, 2008.

The November 2008 actuarial valuation indicated that as of June 30, 2008 the State Employees’
Retirement Fund had a funded ratio of 51.9% based on the actuarial value of the assets. Based on a market
value of assets, the State Employees’ Retirement Fund had a funded ratio of 48.5% as of the same date.

The November 2008 actuarial valuation uses an amortization method that calculates the annual

amortization payments needed to amortize the State Employees’ Retirement Fund’s unfunded actuarial accrued
liability (“UAAL”) based on level percentage of payroll payments over a declining period of years, starting
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with 40 years as of July 1, 1991 for the contribution for the fiscal year beginning July 1, 1992. While this
method of funding does lead to full funding by the end of the amortization period, the repayment of the UAAL
is not level. Because of this, even if the State were to contribute the full amount of the actuarially
recommended contributions and all other actuarial assumptions were met, the UAAL for the State Employee’s
Retirement Fund would continue to grow during at least the first half of the initial amortization period.
Further, two collective bargaining agreements with the State Employees Bargaining Agency Coalition
(“SEBAC”) negotiated in 1996 and 1997 designed to take advantage of sizable market gains in plan assets at
the time, have the effect of further extending the period that the UAAL is expected to increase. After that, the
actuarial recommended contributions will have grown to levels sufficient to fund significant reductions in the
UAAL for the remainder of the amortization period, bringing the plan to full funding. The State is currently in
year 18 of an initial 40 year amortization period.

The November 2008 actuarial valuation determined the following employer contribution
requirements, based on a projected unit credit actuarial cost method and level percent-of-payroll contributions,
which contributions are sufficient to meet Governmental Accounting Standards Board (“GASB”) standards:
(1) $897.4 million for fiscal year ending June 30, 2010, and (ii) $944.1 million for fiscal year ending June 30,
2011. The annual contribution requirements for fiscal years ending June 30, 2010 and June 30, 2011 include
amounts which may be required pursuant to the Connecticut Supreme Court’s decision in the case of Longley
v. State Employees Retirement Commission which requires that the plaintiffs’ final pro-rated longevity
payment be included in the earnings calculations for purposes of calculating their retirement incomes. The
State met 99.25% of its annual contribution requirement for fiscal year ending June 30, 2008 and 92.85% of its
annual contribution requirement for fiscal year ending June 30, 2009. To meet the State’s annual contribution
requirements for fiscal years ending June 30, 2010 and June 30, 2011, $713.0 million and $745.8 million,
respectively, have been appropriated from the General and Special Transportation Funds. The appropriation
for fiscal year ending June 30, 2010 was reduced by $64.5 million as part of the Mid-Term Budget
Adjustments. Based on projections by the Office of Policy and Management, it is anticipated that
contributions to the fund for fiscal year ending June 30, 2010 from grant reimbursements from Federal and
other funds will be sufficient to meet all but approximately $12.0 to $13.0 million of the annual contribution
requirement. The appropriation for fiscal year ending June 30, 2010 was further reduced by $100.0 million as
part of the deficit mitigation plan for fiscal year ending June 30, 2010. .

For periods ending June 30, 2009, the Treasurer has realized annualized net returns on investment
assets in the State Employees’ Retirement Fund of 6.73% over the past twenty years, of 6.85% over the past
fifteen years, of 2.91% over the past ten years and of 2.20% over the past five years. These annualized net
returns reflect the impact of the negative return on investment assets resulting from the downturn in the
financial markets during the Fall of 2008. For periods ending June 30, 2010, the Treasurer has realized
annualized net returns on investment assets in the State Employees’ Retirement Fund of 7.08% over the past
twenty years, of 6.71% over the past fifteen years, of 2.89% over the past ten years and of 2.66% over the past
five years.

The next actuarial valuation of the State Employees’ Retirement Fund is expected in November 2010.

Set forth below are State contributions to the State Employees’ Retirement Fund, Federal grant
programs, employee contributions, investment income, net realized gains and losses, net unrealized gains and
losses, benefits paid, actuarial recommended contributions and market value of assets for each of the past five
fiscal years, and the actuarial accrued liabilities, the actuarial values of fund assets, the resulting unfunded
accrued liabilities and the funded ratios on an actuarial and market basis for the actuarial valuations as of June
30, 2006 and June 30, 2008.

-7



TABLE 17

State Employees’ Retirement Fund

Year Ending June 30
2005 2006 2007 2008 2009

General Fund

Contributions.................. $ 354,400,568 $ 447,209,748 $ 477,219,351 $§ 481,878,589 $§ 454,805,009
Transportation Fund

Contributions.................. 48,916,000 60,055,000 63,819,000 67,058,000 71,426,000
Federal and other

Reimbursements............. 115,447,400 115,797,984 122,892,384 162,618,685 173,538,851
Employee Contributions.... 51,721,944 55,234,913 61,794,719 67,389,585 70,808,970
Total Contributions........... $ 570,485912 $ 678297645 $ 725725454 $ 778,944,859 770,578,830
Investment Income® ......... $ 329,385,117 $ 310,506,921 $§ 352,538,549 $ 371,620,098 252,399,209
Net Realized Gains

(LOSSES) cvvevveererrerrereaennns $ 1,948,216 $ 14,036,602 $ 300,610,772 $ 323,533,563 12,284,308
Net Unrealized Gains

(LOSSES) wvevverrerrereieienne 454,670,646 532,826,108 856,560,402 (1,171,995.109) (1.973,178.423)
Total Net Gains (Losses)... $ 456,618,862 § 546,862,710 $1,157,171,174 $ (848,461,546) (1,960,894,115)
Benefits Paid ..................... $ 882,375,233 $ 913,030,578 $ 951,353,124 $ 1,008,131,838 1,063,286,151

Actuarial Accrued Liabilities $15,987,546,661
Actuarial Values Of Assets  $8,517,679,204
Unfunded Accrued Liabilities $7,469,867,457
Actuarial Recommended
Contribution.......................
Market Value of Assets (as
reported in actuarial
valuation) .......c.cceevveeveenns

$523,001,699

$8,146,304,073

$16,830,349,168
_8951,392.914
$ 7,879,019,254

$623,062,748

$8,789,643,845

$17,888,065,116
$9,584,970,345
$8,303,094,771

$663,926,351

$19,243,372,754
—9.990,247.212
9,253,125,542

$716,944,264

$10,041,047,120 $9,329,175,038

Funded Ratio (actuarial value) 53% 53% 54% 52%
Funded Ratio (market value) 57% 58% 62% 54%
Ratio of Actuarial Value of
Assets to Market Value of
ASSELS ..o 104.5% 101.8% 95.5% 107.1%
(a) Investment Income (exclusive of net realized gains and losses).
(b) Information will be available upon completion of next actuarial valuation.
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Teachers’ Retirement Fund

The Teachers’ Retirement Fund, administered by the Teachers’ Retirement Board, provides
benefits for any teacher, principal, supervisor, superintendent or other eligible employee in the public
school systems of the State, with certain exceptions. While establishing salary schedules for teachers,
municipalities do not provide contributions to the maintenance of the fund. As of June 30, 2009, there
were 64,242 active and former employees with accrued and accruing benefits, 30,142 retired members
and 330 members are on disability allowance. As of June 30, 2010, there were 63,608 active and
former employees with accrued and accruing benefits, 30,913 of whom are retired members and 283
are members on disability allowance.

Since fiscal year ending June 30, 1979, payments into the Teachers’ Retirement Fund and
investment income in each fiscal year, with the exception of fiscal years ending June 30, 2004, June
30, 2005 and June 30, 2009, have been sufficient to meet benefits paid from the fund in such year.
Contributions to the fund are made by employees and by General Fund appropriations from the State.
State contributions to the fund are made quarterly on the basis of certifications submitted by the
Teachers’ Retirement Board and are funded with annual appropriations from the General Fund.

Actuarial valuations are performed as of June 30th of each even-numbered year. The
actuarial accrued liability is determined directly as the present value of benefits accrued to date, where
the accrued benefit for each member is the pro-rata portion (based on service to date) of the projected
benefit payable at death, disability, retirement or termination. The valuation uses an asset valuation
method of smoothing the difference between the market value of assets and actuarial value of assets
over a four-year period to prevent extreme fluctuations that may result from short-term or cyclical
economic and market conditions. The actuarial valuation uses several actuarial methods to calculate
the actuarial value of assets and the actuarial accrued liability of the Teachers’ Retirement Fund. For
example, the actuarial value of assets is determined by first projecting the actuarial value forward
from the beginning of the prior fiscal year based on the actual cash flow during the fiscal year and the
assumed interest rate. One fourth of any difference between this expected actuarial value and the
actual market value is added to or subtracted from the expected actuarial value to arrive at the
actuarial value of assets in order to “smooth” year to year changes in market values. The unfunded
actuarial liability is the actuarial liability less the actuarial value of assets. The valuation includes a
projection from the valuation date to future years based on certain key assumptions such as the
investment return on the market value of assets, the rates of withdrawal of active members who leave
covered employment before qualifying for any monthly benefit, the rates of mortality, the rates of
disability, the rates of pay increases and the assumed age or ages at actual retirement.

The most recent actuarial valuation dated November 12, 2008 indicated that the Teachers’
Retirement Fund had assets, inclusive of the cost-of-living adjustment reserve account, with an
actuarial value of $12,762.2 million as of June 30, 2007 and $15,271.0 million as of June 30, 2008.
The market value of the fund’s investment assets, as reported in the actuarial valuation, was $13,744.8
million as of June 30, 2007 and $14,551.5 million as of June 30, 2008. As discussed more fully
below, in April 2008 the State deposited $2.0 billion to the Teachers’ Retirement Fund.

As of June 30, 2009, the market value of the fund’s investment assets was $11,396.7 million.
As of June 30, 2010, the market value of the fund’s investment assets was $12,273.6 million. The
market value of the fund’s investment assets is continually subject to change based on a variety of
factors, including changes in the financial and credit markets and general economic conditions.

The November 2008 actuarial valuation indicated that as of June 30, 2008 the Teachers’
Retirement Fund had a funded ratio of 70% based on the actuarial value of the assets. Based on a
market value of assets, the Teachers’ Retirement Fund had a funded ratio of 67% as of the same
period.
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The November 2008 actuarial valuation uses an amortization method that calculates the
amortization payment for the Teachers’ Retirement Fund’s unfunded actuarial accrued liability, that is
included in the actuarially recommended employer contribution requirement rate of contribution based
on a level percentage of payroll payments over a declining period of years, starting with 40 years as of
July 1, 1991 for the contribution for the fiscal year beginning July 1, 1992. However, effective July 1,
2006 the GASB requirement for the net effective amortization period decreased to 30 years. The net
effective amortization period for the computed State contribution amounts for the fiscal years ending
June 30, 2010 and June 30, 2011 is 29.2 years. While this method of funding does lead to full funding
by the end of the amortization period, the repayment of the UAAL is not level. Because of this, even
if the State were to contribute the full amount of the actuarially recommended contributions and all
other actuarial assumptions were met, the UAAL for the Teachers’ Retirement Fund would continue
to grow during at least the first half of the initial amortization period. After that, the actuarial
recommended contributions will have grown to levels sufficient to fund significant reductions in the
UAAL for the remainder of the amortization period, bringing the plan to full funding.

For periods ending June 30, 2009, the Treasurer has realized annualized net returns on
investment assets in the Teachers’ Retirement Fund of 6.88% over the past twenty years, of 6.85%
over the past fifteen years, of 3.12% over the past ten years and of 2.55% over the past five years.
These annualized net returns incorporate the negative return on investment assets resulting from the
general market downturn during the Fall of 2008. For periods ending June 30, 2010, the Treasurer has
realized annualized net returns on investment assets in the Teachers’ Retirement Fund of 7.22% over
the past twenty years, of 6.90% over the past fifteen years, of 3.10% over the past ten years and of
2.99% over the past five years. The November 2008 actuarial valuation indicated that as of June 30,
2008 the Teachers’ Retirement Fund had a funded ratio of 70.1% on an actuarial value basis.

The actuarial valuation dated November 29, 2006 determined the following employer
contribution requirements, based on an individual entry-age actuarial cost method and level percent-
of-payroll contributions, which contributions are sufficient to meet GASB standards: (i) $518.6
million for fiscal year ending June 30, 2008, and (ii) $539.3 million for fiscal year ending June 30,
2009. The State met its annual contribution requirement for fiscal years ending June 30, 2008 and
June 30, 2009. The actuarial valuation dated November 12, 2008 determined the following employer
contribution requirements, which are sufficient to meet GASB standards: (i) $559.2 million for fiscal
year ending June 30, 2010, and (ii) $581.6 million for fiscal year ending June 30, 2011. To meet the
State’s annual contribution requirements for fiscal years ending June 30, 2010 and June 30, 2011,
$559.2 million and $581.6 million, respectively, have been appropriated. Based upon the results of
the November 2008 actuarial valuation and adjusted solely by information available on the Teachers’
Retirement Fund’s investment experience for the two year period ending June 30, 2010, actuaries for
the Teachers’ Retirement Fund estimated the State’s annual required contribution for the fiscal years
ending June 30, 2012 and June 30, 2013 would be $716.3 million and $744.9 million, respectively.
The analysis is not a full actuarial valuation as the gains and losses due to the non-investment related
experience of the Teachers’ Retirement Fund (e.g. retirements, salary increases, mortality, etc.) since
the prior valuation have not been measured. Such amounts have not yet been included in adopted
budgets by the State as budgets for these years are not yet due. Public Act No. 07-186, which deems
these amounts appropriated, is discussed below. The actuarial valuation was based upon an 8.50%
earnings assumption.

The next actuarial valuation of the Teachers’ Retirement Fund is expected in November 2010.
Set forth below are State contributions to the Teachers’ Retirement Fund, employee
contributions, investment income, net realized gains and losses, net unrealized gains and losses,

benefits paid, actuarial recommended contributions and market value of assets for each of the past five
fiscal years, and the actuarial accrued liabilities, the actuarial values of fund assets, the resulting
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unfunded accrued liabilities and the funded ratios on an actuarial and market basis for the actuarial
valuations as of June 30, 2006 and June 30, 2008.

TABLE 18

Teachers’ Retirement Fund®

Year Ending June 30

2005

2006

2007

General Fund

2008

2009

Contributions ............... $ 185,348,143 $ 396,248,844 $ 412,101,958 $2,518,560,263® $§ 539,302,674
Employee

Contributions™ ............ 259.408.422 293,530,283 279.147.447 275.268.365 289.343.810
Total Contributions......... $ 444,756,565 $ 689,779,127 $ 691,249,405 $2,793,828,628 $ 828,646,484
Investment Income'....... $ 460,613,365 $ 372,811,689 §$§ 482,745,492 $ 519,183,177 $ 393,748,965
Net Realized Gains

(LOSSES) wevvreverrenierrannns $ 2275332 §$ 45,550,687 $ 650,696,447 $§ 188,080,715 $ 24,937,167
Net Unrealized Gains

(LOSSES) wevvrevrereenrieerannenn 645,128,201 736,860,094 967.671.,640 (1,414,057.911) (2,958.832.005)
Total Net Gains (Losses) .. $ 647,403,533 § 782,410,781 $1,618,368,087  $(1,225,977,196)  $(2,933,894,838)
Benefits Paid................... $ 964,597,731 $ 1,050,132,506 $1,159,443,441 $ 1,266,950,462 $1,381,129,716
Actuarial Accrued Liabilities N/A $18,703,792,895 N/A $21,801,020,991 N/A
Actuarial Values Of Assets'” N/A 11,781,338.002 N/A 15.271,012,785 N/A
Unfunded Accrued Liabilities N/A $ 6,922,454,893 N/A $ 6,530,008,206 N/A

Actuarial Recommended
Contribution

Market Value of Assets (as
reported in actuarial

$281,366,266

$396,248,625

$412,098,510

$518,560,263

$539,302,674

valuation) ..o, $11,392,543,770  $12,227,994,598 $13,744,769,795 $14,551,467,434 N/A
Funded Ratio (actuarial value) N/A 63% N/A 70% N/A
Funded Ratio (market value) N/A 65% N/A 67% N/A
Ratio of Actuarial Value of
Assets to Market Value of
ASSELS..ciieieeieee e N/A 96% N/A 105% N/A
(a) In April 2008 the State issued $2,276,578,270.75 Taxable General Obligation Bonds (Teachers’
Retirement Fund 2008 Series) and $2.0 billion of the proceeds of such bonds were deposited into the
Teachers’ Retirement Fund.
(b) Includes municipal contributions under early retirement incentive programs ($2,456,776 during fiscal
year 2004-05, $2,802,639 during fiscal year 2005-06, $2,659,720 during fiscal year 2006-07,
$1,667,810 during fiscal year 2007-08 and $1,573,023 during fiscal year 2008-09); and employee
contributions to the Teachers’ Retirement Health Insurance Fund ($43,830,845 during fiscal year 2004-
05, $39,144,621 during fiscal year 2005-06, $40,070,052 during fiscal year 2006-07, $41,296,730
during fiscal year 2007-08 and $46,219,153 during fiscal year 2008-09.
(©) Investment Income (exclusive of net realized gains and losses).
(d) For years prior to fiscal year 2007-2008, includes cost-of-living adjustment reserve account. As of June
30, 2007 the fund was dissolved and its assets combined with Teachers’ Retirement Fund assets.
(e) As actuarial valuations are performed every two years, not all of the data is available for each year.

Public Act No. 07-186 authorized the issuance of general obligation bonds (“TRF Bonds™) of
the State in amounts sufficient to fund a $2.0 billion deposit to the Teachers’ Retirement Fund plus
amounts required for costs of issuance and up to two years of capitalized interest. The Secretary of the
Office of Policy and Management and the State Treasurer subsequently determined that issuance of
such bonds would be in the best interests of the State, and in April 2008 the State issued

$2,276,578,270.75 of such bonds.
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Section 8 of Public Act No. 07-186 provides that in each fiscal year that any TRF Bonds (or
any refunding bonds) are outstanding, there shall be deemed appropriated from the General Fund an
amount equal to the annual required contribution to the Teachers’ Retirement Fund, and such amount
shall be deposited in the fund in such fiscal year. The amounts of the annual required contributions
for each biennial budget shall be based on the actuarial valuation required to be completed by the
December 1 prior to the beginning of the next biennial budget. Under Section 8 the State has pledged
to and agreed with the holders of any TRF Bonds that, so long as the actuarial evaluation of the
Teachers’ Retirement Fund is completed and the certification of the annual contribution amounts is
made as required by such Section, no public or special act of the General Assembly shall diminish
such required contribution until such bonds, together with interest thereon, are fully met and
discharged unless adequate provision is made by law for the protection of the holders of the bonds.
Such contributions may be reduced in any biennium, however, if (i) the Governor declares an
emergency or the existence of extraordinary circumstances (which may include changes in actuarial
methods or accounting standards) in which the provisions of Section 4-85 of the Connecticut General
Statutes is invoked, (ii) at least three-fifths of the members of each Chamber of the General Assembly
vote to diminish such required contributions during the biennium for which the emergency or
extraordinary circumstances are determined, and (iii) the funded ratio of the fund is at least equal to
the funded ratio immediately after the sale of the bonds in accordance with the actuarial method used
at the time. If such conditions are met, the funding of the annual required actuarial contribution may
be diminished, but in no event shall such diminution result in a reduction of the funded ratio of the
fund by more than 5% from the funded ratio which would otherwise have resulted had the State
funded the full required contribution, or the funded ratio immediately after the sale of the bonds,
whichever is greater.

The statutory provisions which govern pension benefits payable from the Teachers’
Retirement Fund include certain cost of living adjustments. Public Act No. 07-186 added a provision
limiting cost-of-living adjustments for employees hired after July 1, 2007, but also removed a
statutory provision which subjected certain annual cost of living adjustments in pension benefits to a
limit based on funds available from earnings on fund investments which exceeded an 11.5% return.
Such excess earnings were held in the cost-of-living adjustment reserve account until applied to
provide for cost of living adjustments. Although there are other statutory limits on the cost of living
adjustments, it is anticipated that the removal of the limit based on available earnings which exceeded
an 11.5% return will cause an increase in the aggregate actuarial accrued liability of the fund. One
preliminary report estimated that these changes could increase the unfunded actuarial accrued liability
by approximately $1.0 billion. This preliminary estimate was based on various assumptions and no
assurances can be given that subsequent projections or the next actuarial report will not result in a
higher or lower estimate.

Other Retirement Systems

The other minor retirement systems funded by the State include the Judges, Family Support
Magistrates and Compensation Commissioners Retirement System (the Judicial Retirement System),
the General Assembly Pension System, the State Attorneys’ Retirement Fund and the Public
Defenders’ Retirement Fund. As of June 30, 2009, there were approximately 221 active members of
these plans and approximately 262 retired members.

Unclassified employees of the Connecticut State System of Higher Education and the
central office staff of the Department of Higher Education are eligible to participate in the Connecticut
Alternate Retirement Program. This program is a defined contribution program, and thus the State has
no unfunded liability with respect to the program. All member contributions and State appropriations
are held in a separate retirement fund by the third party administrator of the plan, who invests the
fund’s assets allocable to a member at the direction of such member in the investment funds available
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under the plan. A member may not withdraw funds from the plan unless such member has reached
age 55 and has terminated from service, retired or died, provided that any member with less than five
years of participation in the plan who is under the age of 55 and terminates from service may rollover
such member’s entire account into an eligible retirement plan.

The State is the administrator of the Connecticut Municipal Employees’ Retirement System
and the Connecticut Probate Judges and Employees’ Retirement System. As the administrator of
these systems the State owes a fiduciary obligation to these systems; however, the State has no direct
financial liability to pay benefits under these systems.

Social Security and Other Post-Employment Benefits

Police and members of a retirement system other than the State Employees’ Retirement Fund,
whose employment commenced after February 21, 1958 (and thus most teachers) are not entitled to
social security coverage. Other State employees are entitled to Social Security coverage. Certain
employees hired prior to that date have also elected to be covered. Pursuant to a collective bargaining
agreement, State Troopers hired on or after May 8, 1984 are entitled to Social Security coverage. As
of June 30, 2009, approximately 59,308 State employees were entitled to Social Security coverage.
The amount expended by the State for Social Security coverage for fiscal year ending June 30, 2009
was $309.9 million. Of this amount, $227.4 million was paid from the General Fund and $14.5 million
was paid from the Special Transportation Fund.

The State provides post-retirement health care and life insurance benefits to all employees
who retire from State employment. The State currently finances the cost of such benefits on a pay-as-
you-go basis. The State has established a trust for the accumulation of assets with which to pay post-
retirement health care benefits in future years. All employees hired on or after July 1, 2009 are
required to contribute 3% of salary through their tenth year of service, to be deposited into the post-
retirement health care benefits trust. Commencing July 1, 2010, employees with less than five years
of service will be required to contribute 3% of salary through their tenth year of service, to be
deposited into the trust. It is anticipated that contributions to the trust in fiscal years ending June 30,
2010 and June 30, 2011 will be completely expended on current benefit expense and thus the State did
not fully provide for post-retirement healthcare and life insurance benefits in these years. The State
will need to make significant General Fund appropriations for post-retirement health care and life
insurance benefits in upcoming fiscal years. For fiscal year ending June 30, 2010 $482.9 million was
appropriated. The State has not established any fund for the accumulation of assets with which to pay
post-retirement life insurance benefits in future years.

Implementation of GASB Statement No. 45 regarding accounting and financial reporting for
post-employment benefits other than pensions requires the State to obtain an analysis of the unfunded
actuarial accrued liability of such post-retirement health care and life insurance benefits and to
recognize the annual required contribution to fund that actuarial liability in its financial statements
commencing with those for fiscal year ending June 30, 2008. The State received an actuarial report
dated March 2007 with respect to the State’s liability for post-retirement health care benefits for
persons covered under the State Employees Retirement System and other State retirement systems,
excluding the Teachers’ Retirement System. The actuarial liability is determined directly as the
present value of benefits accrued to date, where the accrued benefits for each member is the pro-rata
portion (based on service to date) of the projected benefit payable at death, disability, retirement or
termination. The report indicated an OPEB actuarial accrued liability as of April 1, 2006 estimated to
range from $11.4 billion to $21.7 billion. The amounts depend upon various assumptions including
those with respect to medical cost inflation rates, the establishment of a trust to fund those liabilities,
the amount of initial and annual amounts deposited in such a trust and discount rates. The report used
discount rates ranging from 4.5% to 8.5%. The amount of the annual required contribution under
these various assumptions ranged from $1.0 billion to $1.6 billion for fiscal year ending June 30,
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2007, based on a projected unit credit actuarial cost method and level percent-of-payroll contributions.
Additional assumptions were also tested for sensitivity analysis which produced different results. The
annual required contribution included the cost for both current eligible employees and retirees.

The State received an interim actuarial valuation dated February 16, 2009 with respect to the
State’s liability for post-retirement health care benefits for persons covered under the State Employees
Retirement System and other State retirement systems, excluding the Teachers’ Retirement System,
based upon the stated assumptions of the March 2007 actuarial report but reflecting actual increases in
the State’s medical and dental costs between April 1, 2006 and June 30, 2008. The report indicates an
OPEB actuarial accrued liability as of June 30, 2007 of up to $23.1 billion and a projected actuarial
accrued liability as of June 30, 2008 of up to $24.6 billion on an unfunded basis with no valuation
assets available to offset the liabilities of the plan. The interim actuarial valuation determined an
employer contribution requirement for fiscal year ending June 30, 2008 of up to $1.66 billion on an
unfunded basis, based on a projected unit credit actuarial cost method and level percent-of-payroll
contributions. The State paid $458.4 million for eligible employees and $415.4 million for retirees for
health care costs in fiscal year ending June 30, 2007. The State paid $480.0 million for eligible
employees and $468.8 million for retirees for health care costs in fiscal year ending June 30, 2008.
The State paid $521.9 million for eligible employees and $454.6 million for retirees for health care
costs in fiscal year ending June 30, 2009.

In June 2010, the State received the preliminary results of a valuation performed as of April 1,
2008 with respect to the State's liability for post-retirement health care benefits for persons covered
under the State Employees Retirement System and other State retirement systems, excluding the
Teachers' Retirement System. The preliminary report indicates an OPEB actuarial accrued liability as
of April 1, 2008 of $26.6 billion on an unfunded basis and $14.0 billion on an funded basis. The
actuarial valuation determined the amount of the annual required contribution for fiscal year ending
June 30, 2009 to be $1.94 billion on an unfunded basis, based on a projected unit credit actuarial cost
method and level percent-of-payroll amortization over 30 years. Since these numbers are preliminary
they are subject to adjustment in the final report. It should also be noted that because of the April 1,
2008 valuation date these results do not reflect the impact of the 2009 retirement incentive program or
the SEBAC 2009 mandatory OPEB contribution of 3% of salary by certain employees, as noted
above. The next valuation will take these changes into account. In addition, several assumptions
were revised from the last actuarial valuation performed as of April 1, 2006. Due to the normal
passage of time, based on the prior assumptions, it was expected that the actuarial accrued liability
would increase by approximately 15% ($3.2 billion on an unfunded basis) from April 1, 2006 to April
1, 2008.

Set forth below for each of the past five fiscal years are the number of employees retired from
State employment eligible to receive post-retirement health care and life insurance benefits, the
number of retirees, respectively, actually receiving health care benefits and life insurance benefits, and
the amount expended by the State for such coverage.
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TABLE 19
State Employee Retirees Health Care And Life Insurance Benefits

Year Ending June 30
2005 2006 2007 2008

Retirees Eligible to Receive

Benefits.....c.ccooeveniennene 39,737 38,065 37,506 38,917 38,736
Retirees Receiving Health

Care Benefits ............... 36,815 36,911 37,304 37,865 38,613
Retirees Receiving Life

Insurance Benefits ....... 25,827 25,943 25,565 25,581 25,368
General Fund Appropriations
on Retiree Health Care and
Life Insurance Benefits

(millions) ...cccvvvevennee. $377.0 $395.0 $435.5 $472.0 $458.0

The State is required to make General Fund appropriations to the Teachers’ Retirement Fund
to cover one-third of retiree health insurance costs plus any portion of the balance of such costs which
is not funded from the amounts available in the Teachers’ Retirement Health Insurance Fund.
Legislation which became effective July 1, 1998 generally requires the State to subsidize the health
insurance costs of retired teachers who are not members of the Teachers’ Retirement Board’s health
benefit plan in a manner consistent with its prior practice of subsidizing the health insurance costs of
those retired teachers who were members of the Board’s health benefit plan. Legislation which
became effective July 1, 2008 generally requires the State to subsidize a portion of the health
insurance costs of retired teachers who have attained normal retirement age, are ineligible to
participate in Medicare Part A and pay to participate in local board of education retiree health benefit
plans. No General Fund appropriations to the Teachers’ Retirement Fund to cover retiree health
insurance costs have been made for fiscal years ending June 30, 2010 and June 30, 2011. The
Teachers’ Retirement Board is monitoring the impact of the reduction in levels of State funding for
fiscal years ending June 30, 2010 and June 30, 2011. Fund assets do not constitute plan assets for
purposes of GASB Statements Nos. 43 and 45 and for actuarial valuation purposes fund assets are not
treated as valuation assets available to offset the accrued liability of the plan. Since July 1, 1994,
retiree health benefits have been self-insured.

Implementation of GASB Statement No. 45 requires the State to obtain an analysis of the
unfunded actuarial accrued liability of such retiree health insurance benefits and to recognize the
annual required contribution to fund that actuarial liability in its financial statements commencing
with those for fiscal year ending June 30, 2008. The Teachers’ Retirement Board has received an
actuarial valuation of the State’s liability with respect to post-retirement health care benefits for
members of the Teachers’ Retirement Fund. The actuarial liability is determined directly as the
present value of benefits accrued to date, where the accrued benefits for each member is the pro-rata
portion (based on service to date) of the projected benefit payable at death, disability, retirement or
termination. The report indicates an actuarial accrued liability as of June 30, 2008 of $2,318.8 million
on an unfunded basis, based upon certain stated assumptions including a 4.5% earnings assumption
and a 30 year amortization period and no valuation assets available to offset the liabilities of the plan.
The actuarial valuation determined a $116.7 million employer contribution requirement for fiscal year
ending June 30, 2009 and $121.3 million for fiscal year ending June 30, 2010, based on an individual
entry-age actuarial cost method and level percent-of-payroll contributions. The State paid $20.7
million for post-retirement health insurance costs for fiscal year ending June 30, 2008. The valuation
noted that if the plan were prefunded the actuarial accrued liability as of June 30, 2008 would be
reduced to $1.52 billion based on a 7.5% earnings assumption, which would result in a $67.9 million
employer contribution requirement for fiscal year ending June 30, 2009.
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Set forth below for each of the past five fiscal years are State contributions to the Teachers’
Retirement Health Insurance Fund to cover retiree health insurance costs and the portions of such
contribution attributable to post-retirement Medicare supplement health insurance and to the health
insurance cost subsidy for retired teachers who are not members of the Board’s health benefit plan.

TABLE 20

Teachers’ Retirement Health Insurance Fund

Year Ending June 30
2005 2006 2007 2008 2009

Portions Attributable To Post-

Retirement Medicare

Supplement Health

Insurance...................... $ 7,142,769 $ 9,897,646 $12,922,673 $12,909,315 $14,548,169
Portions Attributable To Non-

Board Health Insurance

Cost Subsidy ............... 5,715,000 7,765,203 7,826,864 7,860,352 7,885,215
Total General Fund

Contributions................ $12,857,769 $17,662,849 $20,749,537 $20,769,667 $22,433,384

The State did not contribute any funds to the Teachers’ Retirement Health Insurance Fund in
the fiscal year ending June 30, 2010.

Additional Information

The June 30, 2009 audited financial statements which are included as Appendix III-C hereto,
and in particular notes 11 through 15 and note 17 and the required PERS Supplementary Information
of the accompanying Basic Financial Statements, provide additional information about the foregoing
retirement systems and their funding. In addition, paragraph B of note 25 of such financial statements
identifies a contingent liability of the State to pay pension liabilities of certain persons who are not
employees of the State.

LITIGATION

Page I1I-68. The following information is added to the end of the last paragraph under Sheff v.
O’Neill:

A motion for reconsideration of that ruling was denied.

Page I11-69. The sixth sentence under the discussion for State Employees Bargaining Agent
Coualition v. Rowland is deleted and replaced with the following:

The defendants subsequently moved for summary judgment on all remaining claims. That
motion remains pending.

Page I1I-69. The last sentence under the discussion for Connecticut Coalition for Justice in
Education Funding et al. v. Rell, et al. is deleted and the following is added:

The plaintiffs sought and obtained permission to appeal immediately to the Connecticut
Supreme Court. On March 30, 2010 a plurality of the Supreme Court reversed the trial court, ruled
that the State Constitution guarantees public school students a right to suitable educational
opportunities and remanded for a determination of whether such opportunities are being provided.
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The Court has recently established a schedule for discovery and scheduled a trial to commence in
2014.

Page III-69. The last three sentences under the discussion for Juan F. v. Weicker are deleted and
replaced with the following:

On August 17, 2010, the court ruled that children receiving voluntary services — a program
permitting parents to obtain services for disabled children without relinquishing custody — are
included in the Juan F. class and entered an order prohibiting cessation of new admissions to the
program. A motion for reconsideration of that ruling is pending. The State has continued to work
with the plaintiffs and the Court Monitor to meet the requirements of the Exit Plan. On April 13,
2010, the State moved to vacate the Consent Decree and the Exit Plan, arguing that DCF had
substantially complied with their provisions and that further judicial oversight is, therefore,
unwarranted. That motion has been opposed by plaintiffs and the Child Advocate, acting as amicus
curiae, and remains pending.

Page I11-70. The following updates the status of the October 19, 2009 Court of Appeals decision to
deny the appeal and affirm the District Court’s ruling under the discussion for Indian Tribes:

The Schaghticoke Tribal Nation filed a petition for writ of certiorari with the U.S. Supreme
Court seeking review of the Court of Appeals’ decision, which is pending.

Page I11I-71. The last sentence under the discussion for State of Connecticut Office of Protection
and Advocacy for Persons with Disabilities v. The State of Connecticut, et al. is deleted and the
following is added:

By ruling and order dated March 31, 2010, the Court denied the defendants’ motions to
dismiss the amended complaint and granted the plaintiffs’ motion for class certification. The Court
has recently established a schedule for discovery and anticipated trial date.

Page III-71. The last sentence under the discussion for Belanger v. State Employees Retirement
Commission is deleted and the following is added:

Plaintiffs” motion for reconsideration was denied and no appeal was taken during the appeal
period.

Page I1I-71. The last sentence under the discussion for Pham v. Starkowski is deleted and the
following is added:

DSS has reinstated individuals onto the SMANC program and reopened the program to new
applicants.

Page I11-72. The following is added to the discussion under Connecticut Association of Health
Care Facilities v. Rell:

The district court granted the defendants’ motion to dismiss with the exception of one count
of the complaint and denied the plaintiff’s request for a preliminary injunction. The plaintiff appealed
the denial of the preliminary injunction to the Court of Appeals. Briefs have been filed and oral
argument is scheduled for September 30, 2010.

Page I1I-72. The last sentence under the heading Computers Plus Center, Inc. and Malapanis v.
Department of Information Technology is replaced with the following:
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The trial court reduced the verdict to $1.83 million. Both sides have filed appeals that remain
pending. The counter-claim plaintiff is challenging the reduction of the verdict, and DOIT is
appealing the verdict and award of any damages against it.

APPENDIX B

Page III-B-16. A row reflecting 2010 information in TABLE B-18 is added as follows:

TABLE B-18
Unemployment Rate

Year Unemployment Rate

Connecticut New England United States
2010@ 9.0% 9.0% 9.7%

(a)  Reflects average for first 6 months. On a preliminary basis, Connecticut’s average
unemployment rate for August 2010 was 9.1% compared to the national average of
9.6% for the same period.

SOURCE: Connecticut State Labor Department
Federal Reserve Bank of Boston
United States Department of Labor, Bureau of Labor Statistics

APPENDIX III-E

Appendix III-E to this Part II reflects the revised adopted budget for fiscal year 2009-10,
the unaudited preliminary financial results on a budgetary basis for fiscal year 2009-10, the revised
adopted budget for fiscal year 2010-11 and the estimated budget by the Office of Policy and
Management for fiscal year 2010-11 (as of the period ending July 31, 2010). Appendix III-E to this
Part I1 does not reflect any subsequent estimates for fiscal year 2010-11 for any period after August
31,2010.
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GENERAL FUND REVENUES AND EXPENDITURES
ADOPTED BUDGET AND UNAUDITED PRELIMINARY FINANCIAL RESULS
FOR FISCAL YEAR 2009-10

ADOPTED AND ESTIMATED BUDGET FOR FISCAL YEAR 2010-11

Revenues

Taxes

Personal Income Tax
Sales & Use
Corporation

Public Service
Inheritance & Estate
Insurance Companies
Cigarettes

Real Estate Conveyance
Oil Companies
Alcoholic Beverages
Admissions and Dues
Miscellaneous

Total Taxes

Less Refunds of Taxes
Less R&D Credit Exchange
Net Taxes

Other Revenues

Transfers- Special Revenues
Indian Gaming Payments
Licenses, Permits, Fees

Sales of Commodities & Services
Rents, Fines & Escheats
Investment Income
Miscellaneous

Less Refunds of Payments

Total Other Revenue

Other Sources

Federal Grants

Transfers to the Resources of the G.F.
Transfers from Tobacco Settlement Funds
Transfers to Other Funds®

Total Other Sources

Total Budgeted Revenue®

APPENDIX III-E

(In Millions)
Unaudited
Revised Preliminary Revised
Adopted Financial Adopted Estimated
Budget Results Budget Budget
2009-10 2009-10¥ 2010-11¢© 2010-11®
$ 6,630.7 $ 6,586.1 $ 6,682.5 $6,810.0
3,166.7 3,204.0 3,164.9 3,318.7
721.6 667.1 662.9 662.9
272.3 267.9 271.4 272.4
208.7 177.6 99.0 99.0
202.7 226.5 223.9 228.9
392.6 387.4 386.5 407.9
94.5 100.3 113.2 106.2
98.9 123.0 107.7 107.7
48.0 48.2 48.1 48.6
37.1 34.4 36.5 35.5
143.7 141.9 144.9 140.9
$12,017.5 $11,964.5 $11,941.5 $12,238.7
(1,080.5) (1,061.4) (1,009.3) (965.0)
9.4) (8.9) (10.5) 9.4)
$10,927.6 $10,894.1 $10,921.7 $11,264.3
293.4 289.3 295.1 291.0
384.1 384.2 365.8 367.8
281.8 257.6 2354 2429
33.2 33.7 34.3 34.7
97.3 252.8 99.5 100.1
10.0 4.1 6.5 6.5
208.0 142.9 167.0 164.5
(0.7) (1.2) (0.9) (1.3)
$ 1,307.1 $ 1,363.4 $ 1,202.7 $ 1,206.2
4,051.89 4,066.3 4,256.0° 4,106.9°
1,121.99 1,323.6" 1,354.19 1,354.19
107.3 101.6 102.3 103.4
(143.3) (61.8) (169.4) (169.4)
$ 5,137.7 $ 5,429.7 $ 5,543.0 $ 5,395.0
$17,372.4 $17,687.2 $17,667.4 $17,865.5
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Unaudited

Revised Preliminary Revised
Adopted Financial Adopted Estimated
Budget Results Budget Budget
2009-10¢ 2009-10 2010-11¢ 2010-11"
Appropriations/Expenditures
Legislative § 793 $ 66.4 $ 804 $§ 804
General Government 543.7 478.7 502.8 502.8
Regulation & Protection 272.7 252.6 258.0 266.4
Conservation & Development 149.7 128.6 132.1 132.1
Health & Hospitals 1,705.5 1,626.3 1,723.0 1,729.8
Human Services 5,066.5 5,042.4 5,161.0 5,301.0
Education, Libraries & Museums 4,023.4 3,991.1 4,080.6 4,080.6
Corrections 1,568.8 1,473.2 1,501.0 1,513.0
Judicial 561.0 524.0 552.5 556.4
Non- Functional
Debt Service 1,662.3 1,619.5 1,672.7 1,672.7
Miscellaneous 2,211.0 2,037.0 2,299.4 2,299.4
Subtotal $17,843.9 $17,239.9 $17,963.5 18,134.6
Other Reductions and Lapses (473.3) -- (296.3) (263.8)
Net Appropriations/Expenditures $17,370.6 $17,513.0 $17,667.2 17,870.8
Surplus (or Deficit) from Operations 4473 0.2 (5.3)
Miscellaneous Adjustments 2.1 - (40.0)®
Statutory Transfer from Restricted
Purposes - - -
Balance® $ 18 $ 449.4® $ 0.2 $(45.3)

NOTE: Columns may not add due to rounding.

(2)

(b)

(©

(d)

(e)
®

Transfer $61.8 million to the Mashantucket Pequot Fund for grants to towns, $71.2 million to the Special Transportation
Fund, and $0.2 million to the Community Investment Account in fiscal year 2009-10; and transfer $61.8 million to the
Mashantucket Pequot Fund for grants to towns and $107.6 million to the Special Transportation Fund in fiscal year 2010-
11.

Does not include revenues or expenditures with respect to Restricted Accounts and Federal & Other Grants, which are not
included in this Appendix. The amount of such expenditures is generally the same as the amount of grants received. Per
Section 4-30a of the Connecticut General Statutes, as amended by Public Act No. 09-2 of the June 2009 Special Session,
after the accounts for the fiscal year are closed, beginning with the fiscal year ending June 30, 2010, and each fiscal year
thereafter, until and including the fiscal year ending June 30, 2017, if the Comptroller determines there exists an
unappropriated surplus in the General Fund, the amount of any such surplus is first to be used for redeeming prior to
maturity any outstanding notes issued under such Act, and any amount beyond that required to redeem such notes shall be
used to reduce the obligations of the State under the financing plan authorized under Section 88 of Public Act No. 09-3 of
the June Special Session.

Per Public Act No. 09-3 of the June 2009 Special Session, Public Act No. 09-8 of the September 2009 Special Session,
Public Act No. 09-7 of the September 2009 Special Session, Public Act No. 09-5 of the September 2009 Special Session,
Public Act No. 10-3, Public Act No. 10-179, Public Act No. 10-1 of the June Special Session and Public Act No. 10-2 of
the June Special Session. Pursuant to Public Act No. 10-179, any General Fund surplus in Fiscal Year 2009-10 shall be
transferred to Fiscal Year 2010-11. See discussion under State General Fund — Budget for Fiscal Years 2009-2010 and
2010-2011.

Per the Comptroller’s unaudited preliminary financial statements dated September 1, 2010, with presentation
modifications of the Office of Policy and Management. These results are preliminary and subject to the year end closing
process adjustments and final audit.

Includes ARRA funds of $843.5 million for fiscal year 2009-10 and the revised adopted budget for fiscal year 2010-11
assumed $932.0 million, but this amount has been reduced to $745.6 million in the estimated budget column.

Pursuant to Public Act No. 10-3, as amended, includes transfers from the budget reserve fund of $1,278.5 million for fiscal
year 2009-10 and $103.2 million for 2010-11. Pursuant to Public Act No. 10-179 includes the issuance of Economic
Recovery Revenue Bonds of $956.0 million for fiscal year 2010-11.
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(@
(h)

(i)

Pursuant to Sections 45 and 139 of Public Act No. 10-179, $140 million shall be transferred for use in fiscal year 2010-11
and the remaining $309.4 million shall be used to reduce the amount of Economic Recovery Revenue Bonds to be issued.
Per the Office of Policy and Management’s letter to the Comptroller dated September 20, 2010 for the fiscal year ending
June 30, 2011, as of the period ending August 31, 2010. Per the Comptroller’s monthly report dated September 1, 2010,
the Comptroller indicated she was in general agreement with the Office of Policy and Management’s August 20, 2010
deficit estimate of $63.4 million, but she recognized a realized $3.6 million of adjustments in unclaimed properties and
adjudicated claims versus an annualized $40 million estimated by the Office of Policy and Management, therefore
resulting in an estimated deficit of $27 million.

Per the Comptroller’s monthly report dated September 1, 2010, the Comptroller recognized a realized $3.6 million of
adjustments in unclaimed properties and adjudicated claims versus an annualized $40 million estimated by the Office of
Policy and Management, therefore resulting in an estimated deficit of $27 million. In the Comptroller’s monthly report
dated October 1, 2010, the Comptroller was in general agreement with the Office of Policy and Management’s September
20, 2010 estimate of the General Fund deficit of $45.3 million.

NOTE: The information in Appendix III-E of this Annual Information Statement contains projections and no

assurances can be given that subsequent projections or adjustments will not result in changes in the items of
revenue and expenditure and in the final result of the operations of the General Fund. Changes may also occur as
the result of legislative action adjusting the budget or taking other actions which impact revenues or expenditures.
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PART III
ANNUAL INFORMATION STATEMENT
STATE OF CONNECTICUT

FEBRUARY 24, 2010

This Annual Information Statement of the State of Connecticut (the “State”) contains information through
February 24, 2010. For information about the State after February 24, 2010, the State expects to provide an updating
Information Supplement from time to time. The reader should refer to the Information Supplement, if any, set forth
in this Official Statement immediately preceding this Annual Information Statement. This Annual Information
Statement and the Information Supplement that precedes it, if any, and any appendices attached thereto, should be
read collectively and in their entirety.

The State expects to revise this Annual Information Statement each year and expects to modify Annual
Information Statements each year following the release of the State’s audited GAAP based financial statements and
audited legal accounting basis (modified cash) financial statements. This year, this Annual Information Statement
contains the State’s audited GAAP based financial statements and audited legal accounting basis (modified cash)
financial statements. The State expects generally to prepare Information Supplements from time to time for the
purpose of updating certain information contained in this Annual Information Statement. Such Information
Supplements are expected to include certain interim financial information prepared on a modified cash basis, but are
not expected to include interim financial information prepared in accordance with GAAP.

The Annual Information Statement and the most recent Information Supplement, if any, may be obtained,
when prepared, by contacting the Office of the State Treasurer, Attn.: Assistant Treasurer for Debt Management, 55
Elm Street, Hartford, Connecticut 06106, (860) 702-3288.
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INTRODUCTION

This Annual Information Statement of the State of Connecticut (the “State™) contains certain information which a
potential investor might consider material in reaching a decision to invest in securities of the State. All quotations from and
summaries and explanations of provisions of laws of the State contained in this Annual Information Statement do not
purport to be complete and are qualified in their entirety by reference to the official compilation thereof.

The information included in this Annual Information Statement is organized as follows:

The State of Connecticut comprises a brief introductory summary of the governmental organization of the State
and the services it provides, as well as a historical overview of the State’s economic performance. A more detailed
discussion of these topics, including additional information, is contained in Appendices III-A and III-B to this Annual
Information Statement.

Financial Procedures discusses the legal and administrative processes, procedures and policies that generally
apply to all State funds.

State General Fund discusses the State’s General Fund, which is the source of financing for most operating
activity of the State. The discussion includes both prospective and historic information about the General Fund. Additional
information regarding General Fund activity is included in Appendices III-C, III-D and III-E to this Annual Information
Statement.

State Debt describes the procedures for the authorization of the State to incur debt and the various ways in which
the State may borrow funds to finance State functions. This section provides both current and historical information about
the State’s borrowing practices and State indebtedness.

Other Funds, Debt and Liabilities provides an overview of certain activities of the State which are not
accounted for in the General Fund. These include the budget and debt of the Special Transportation Fund, certain
special revenue funds and debt, contingent liability debt, grant commitments, guaranties and annuities. Certain
additional information regarding these other funds, debt and liabilities of the State is included in Appendix III-C to
this Annual Information Statement.

Pension and Retirement Systems describes the major pension and retirement systems of the State. Additional
information regarding these systems is included in Appendix III-C to this Annual Information Statement.

Litigation comprises a summary of pending legal actions in which the fiscal impact of an adverse decision may
not be determined at this time and the Attorney General is unable to opine that a final judgment against the State in such
suits would not materially adversely affect the State’s financial position.

Appendices III-A through III-E to this Annual Information Statement contain detailed information relating to
the information summarized in the Annual Information Statement and should be read in their entirety with the other
information contained therein.

This Annual Information Statement will constitute Part III to Official Statements of the State prepared in
connection with the offering of certain bonds of the State and should be read in its entirety together with Part I and Part I,
if any, of such Official Statement. The Annual Information Statement speaks only as of its date. For more current
information, potential investors should read Part II - Information Supplement, if any, or should contact the State directly
as described in Part I - Information Concerning the Bonds, under the caption ADDITIONAL INFORMATION.
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THE STATE OF CONNECTICUT

Governmental Organization and Services

The State Constitution divides the functions and powers of State government into three distinct branches,
referred to in the Constitution as “departments”. The State government’s legislative, executive and judicial
functions and powers are vested in the legislative department, the executive department and the judicial
department, respectively.

In addition to the State government, a number of other governmental bodies exist in Connecticut. These
bodies include: State-wide and regional special purpose authorities, districts and similar bodies, 169 cities and
towns, and numerous local special purpose authorities, districts and similar bodies. County government was
functionally abolished in Connecticut in 1960. Local governmental functions are generally performed by the 169
cities and towns, or by special purpose authorities, districts and similar bodies located within these cities and
towns. In certain instances, regional bodies perform governmental functions that would otherwise be performed at
the local level.

Services provided by the State or financed through State appropriations are classified under one of ten
major government function headings or are classified as “non-functional”. The major function headings are:
Human Services; Education, Libraries and Museums; Non-Functional (debt service and miscellaneous
expenditures including fringe benefits); Health and Hospitals; Corrections; General Government; Judicial;
Regulation and Protection; Conservation and Development; and Legislative. These function headings apply to the
General Fund as well as to other funds of the State which are used to account for appropriated moneys. State
expenditures for the Department of Transportation are primarily paid from the Transportation Fund, not the
General Fund. For budgetary purposes, State agencies, boards, commissions and other bodies are each assigned
to one of the function headings.

A detailed discussion of the organization of State government, including information on state employees,
as well as services provided at the various levels of government in the State, is included as Appendix III-A to this
Annual Information Statement.

State Economy

Connecticut is a highly developed and urbanized state. It is situated directly between the financial centers
of Boston and New York. Connecticut is located on the northeast coast and is the southernmost of the New
England States. It is bordered by Long Island Sound, New York, Massachusetts and Rhode Island. More than
one-quarter of the total population of the United States and more than 50% of the Canadian population live within
500 miles of the State. The State’s population grew at a rate which exceeded the United States’ rate of population
growth during the period 1940 to 1970, and slowed substantially during the past three decades. The State has
extensive transportation and utility services to support its economy.

Connecticut’s economic performance is measured by personal income, which has been among the highest
in the nation, and gross state product (the market value of all final goods and services produced by labor and
property located within the State), which demonstrated slower growth in the early 2000s, but expanded at a
healthy pace in 2004, surpassing the New England and national growth rates. Since then, Connecticut’s annual
growth in gross state product has mostly performed better than the New England region, but mostly slower than
the Nation. Connecticut’s nonagricultural employment reached a high in the first quarter of 2008 with 1,708,830
persons employed, but began declining with the onset of the recession falling to 1,628,730 jobs by the third
quarter of 2009.

A detailed summary of economic resources including population information and services, and economic

performance indicators, including personal income, gross state product and employment in the State is included as
Appendix III-B to this Annual Information Statement.
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FINANCIAL PROCEDURES

The Budgetary Process

Balanced Budget Requirement. In November 1992 electors approved an amendment to the State
Constitution providing that the amount of general budget expenditures authorized for any fiscal year shall not
exceed the estimated amount of revenue for such fiscal year. This amendment also provides a framework for a
cap on budget expenditures. The General Assembly is precluded from authorizing an increase in general
budget expenditures for any fiscal year above the amount of general budget expenditures authorized for the
previous fiscal year by a percentage which exceeds the greater of the percentage increase in personal income or
the percentage increase in inflation, unless the Governor declares an emergency or the existence of
extraordinary circumstances and at least three-fifths of the members of each house of the General Assembly
vote to exceed such limit for the purposes of such emergency or extraordinary circumstances. The
constitutional limitation on general budget expenditures does not include expenditures for the payment of
bonds, notes or other evidences of indebtedness. There is no statutory or constitutional prohibition against
bonding for general budget expenditures.

The Supreme Court has ruled that the provisions of the constitutional budget cap require the passage
of additional legislation by a three-fifths majority in each house of the General Assembly, which has not yet
occurred. In the interim, the General Assembly has been following a provision of the General Statutes, which
contains the same budget cap as the constitutional amendment. In addition to the exclusion of debt service
from the budget cap, this statute also excludes statutory grants to distressed municipalities, expenditures to
implement federal mandates and court orders in the first fiscal year in which such expenditures are authorized,
and payments from surplus for certain debt retirement and additional state employee pension contributions.

Biennium Budget. The State’s fiscal year begins on July 1 and ends June 30. The General Statutes
require that the budgetary process be on a biennium basis. The Governor is required to transmit a budget
document to the General Assembly in February of each odd-numbered year setting forth the financial program
for the ensuing biennium with a separate budget for each of the two fiscal years and a report which sets forth
estimated revenues and expenditures for the three fiscal years after the biennium to which the budget document
relates. In each even-numbered year, the Governor must prepare a report on the status of the budget enacted in
the previous year with any recommendations for adjustments and revisions, and a report, with revisions, if any,
which sets forth estimated revenues and expenditures for the three fiscal years after the biennium in progress.

Budget Document. By statute the budget document consists of four parts. Part I is the Governor’s
budget message, and contains the Governor’s program for meeting the expenditure needs of the State as well
as financial statements detailing the condition of State debt, the financial position of all major State operating
funds, recommended appropriations and State revenues on an actual basis for the last completed fiscal year and
on an estimated basis for the fiscal year in progress and the fiscal years to which the budget relates. If a budget
deficit or surplus is projected, the Governor will recommend the manner in which the deficit will be met or
surplus used. The Governor’s recommended appropriations from the General Fund and all special and agency
funds comprise Part II of the budget document. Appropriations are set forth for meeting the cost of each major
function and program. An accounting of federal funds and recommendations for the capital program are also
included. Part III of the budget document consists of drafts of appropriations and revenue bills to carry out the
Governor’s budget recommendations. In Part IV of the budget, the Governor makes recommendations
concerning the State’s economy and analyzes the impact on the economy of the proposed spending and
revenue programs.

Preparation of the Budget. Formulation of the budget document commences with the preparation of
estimates of expenditure requirements for each fiscal year of the next biennium by the administrative head of
each budgeted agency. These estimates are submitted on or before September 1 of each even-numbered year
to the Office of Policy and Management (“OPM”) and to the joint legislative standing committee on
appropriations and the committee having cognizance of matters relating to such budgeted agency. In odd-
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numbered years, each agency submits its recommended adjustments or revisions of such estimates. In
addition, the administrative head of each budgeted agency transmits to the Office of Fiscal Analysis copies of
the agency’s monthly status reports relating to finances, personnel, and nonappropriated moneys. A detailed
statement showing revenue and estimated revenue for the current fiscal year and estimated revenue for the next
fiscal year, and in the even-numbered year, for the next biennium, must also be submitted by such agency
heads to OPM on or before September 1 and the joint legislative standing committee on finance on or before
November 15. Upon receipt of such agency reports, it is OPM’s practice to prepare a preliminary budget
report.

Adoption of the Budget. The budget document, as finally developed by the Governor with the
assistance of OPM, is published and transmitted to the General Assembly in February of each odd-numbered
year. A report summarizing recommended adjustments or revisions is submitted by the Governor to the
General Assembly in even-numbered years. The Governor or a representative then appears before the
appropriate committee of the General Assembly to explain and address questions concerning the budget
document or reports. Prior to June 30 of each odd-numbered year, the General Assembly generally enacts one
bill making all appropriations for the next two fiscal years and setting forth revenue estimates for those years.
Subsequent appropriations or revenue bills are occasionally passed.

Line Item Veto. Under the State Constitution, the Governor has the power to veto any line of any
itemized appropriations bill while at the same time approving the remainder of the bill. A statement
identifying the items so disapproved and explaining the reasons therefor must be transmitted with the bill to
the Secretary of the State and, when in session, the General Assembly. The General Assembly may separately
reconsider and repass such disapproved appropriation items by a two-thirds vote of each house.

Fiscal Accountability Report. Beginning November 2005, by November fifteenth annually, the
Secretary of the Office of Policy and Management and the director of the legislative Office of Fiscal Analysis
each submit the following to the joint standing committees of the General Assembly having cognizance of
matters relating to appropriations and the budgets of State agencies and to finance, revenue and bonding: (1) an
estimate of State revenues, expenditures and ending balance for each fund, for the current biennium and the
next ensuing three fiscal years, and the assumptions on which such estimates are based; (2) the projected tax
credits to be used in the current biennium and the next ensuing three fiscal years, and the assumptions on
which such projections are based; (3) a summary of any estimated deficiencies in the current fiscal year, the
reasons for such deficiencies, and the assumptions upon which such estimates are based; (4) the projected
balance in the Budget Reserve Fund at the end of each uncompleted fiscal year of the current biennium and the
next ensuing three fiscal years; (5) the projected bond authorizations, allocations and issuances in each of the
next ensuing five fiscal years and their impact on the debt service of the major funds of the State; (6) an
analysis of revenue and expenditure trends and of the major cost drivers affecting State spending, including
identification of any areas of concern and efforts undertaken to address such areas, including efforts to obtain
federal funds; and (7) an analysis of possible uses of surplus funds, including the Budget Reserve Fund, debt
retirement and funding of pension liabilities.

By November 30, annually, the legislative committees then meet with the Secretary of the Office of
Policy and Management and the Director of the legislative Office of Fiscal Analysis to consider the submitted
reports.

The Secretary of the Office of Policy and Management on November 15, 2009, and the director of the
legislative Office of Fiscal Analysis on November 13, 2009, each submitted a fiscal accountability report for
the current biennium and the next ensuing three fiscal years. The Office of Fiscal Analysis projected General
Fund deficits for fiscal years ending June 30 of 2010, 2011, 2012, 2013 and 2014 of $385.9 million, $286.7
million, $3,282.0 million, $3,023.6 million and $3,191.9 million, respectively. The Office of Policy and
Management in its report projected General Fund deficits for fiscal years ending June 30 of 2010, 2011, 2012,
2013 and 2014 of $337.0 million, $107.4 million, $3,024.0 million, $2,633.9 million and $2,581.7 million,
respectively. The projections in each report were based on current services and certain other assumptions. In
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addition, both reports assumed that the scheduled sales tax reduction from 6.0% to 5.5% would not go into
effect on January 1, 2010 because the trigger provisions that prevent the rate decrease from taking effect
pursuant to Public Act No. 09-3 of the June 2009 Special Session would be met. Additionally, the reports
estimated general obligation bond authorizations, allocations, issuance and debt service for the current fiscal
year and succeeding four fiscal years. The reports estimated fairly stable general obligation bond issuances
over the five-year period of between $1.2 billion and $1.4 billion, with the expenditure on debt service
gradually increasing. The projections of the Office of Policy and Management and the Office of Fiscal
Analysis are only estimates and the information in each of the fiscal accountability reports contain only
estimates and no assurances can be given that future events will materialize as estimated or that subsequent
estimates, adjustments or actions of the General Assembly will not indicate changes in the final result of such
fiscal years. The fiscal accountability report is generally on a current services basis, so its figures may not
reflect any deficit reduction programs initiated in the current or any future budget biennium. The State has a
balanced budget requirement and an expenditure cap as discussed at Page III-5 under the heading The
Budgetary Process — Balanced Budget Requirement. As such, budgets adopted for these fiscal years will
need to reflect a combination of revenue enhancements and expenditure reductions. As a result, the figures do
not represent a projection of the actual financial results that might be expected, but instead serve as planning
tools.

Consensus Revenue Estimates. Public Act 09-214 requires the Office of Policy and Management
and the legislature’s Office of Fiscal Analysis to issue consensus revenue estimates each year by October 15.
The estimates must cover a five-year period that includes the current biennium and the three following fiscal
years. It also requires the two offices, by January 15 and April 30 each year, to issue either (1) a consensus
revision of their previous estimate or (2) a statement that no revision is needed. If the two agencies cannot
arrive at a consensus estimate, they must issue separate ones. In such a case, the Comptroller must issue the
consensus estimate based upon the separate estimates. The Comptroller’s estimate must equal one of the
separate estimates or fall between the two.

Prior to the issuance of the fiscal accountability report discussed above, on October 15, 2009 the first
such consensus revenue estimates were issued. The General Fund revenue estimates for fiscal years ending
June 30 of 2010, 2011, 2012, 2013, and 2014 were $17,204.0 million, $17,432.7 million, $15,794.8 million,
$16,755.5 million and $17,485.7 million, respectively. The consensus revenue estimates showed flat net tax
revenues for the current biennium and then significant tax revenue growth for the next three fiscal years.
Specifically, the consensus revenue estimates showed personal income tax revenues for the 2009-10 fiscal year
of $6,610.7 million increasing to $8,499.6 million in fiscal year 2013-14. These trends were offset by a
decline in Other Sources for the fiscal years ending June 30 of 2012, 2013 and 2014. This was due in part to
the inclusion in the 2009-10 and 2010-11 fiscal years of federal stimulus funds, use of the $1,381.7 million
balance in the Budget Reserve Fund, $1,300 million of borrowings in the form of securitization of future
revenue sources for the 2010-11 fiscal year, and $60 million of asset sales, and the assumption that those
sources will not be available in the ensuing fiscal years. On January 15, 2010, the Office of Policy and
Management and the Office of Fiscal Analysis arrived at consensus revenue estimates. The General Fund
revenue estimates for fiscal years ending June 30 of 2010, 2011, 2012, 2013, and 2014 were $17,029.5 million,
$17,144.2 million, $15,385.8 million, $16,188.6 million, and $16,932.3 million, respectively.

The projections in the consensus revenue estimates are only estimates and no assurances can be given
that future events will materialize as estimated or that subsequent estimates, adjustments or actions of the
General Assembly will not indicate changes in the final result of such fiscal years.

Financial Controls
Expenditures. The financial control procedures utilized by the State in the expenditure of State funds
are described below and may be generally summarized as follows: initially, the legislature appropriates funds

for a particular purpose; such funds must then be allotted for such purpose by the Governor; and thereafter
such funds are encumbered by the Comptroller upon the request of the responsible State agency. Once this
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appropriation, allotment and encumbrance procedure (which may be modified as described below) has been
completed, State funds are paid by the Treasurer only upon a warrant, draft or order of the Comptroller drawn
at the request of the responsible agency. Certain receivables from the federal government or other sources do
not require allotment by the Governor.

Governor’s Role. Before an appropriation for a budgeted agency becomes available for expenditure
the agency must submit to the Governor through the Secretary of OPM, not less than 20 days before the
beginning of the fiscal year for which the appropriation is made, a requisition for the allotment of funds needed
for each quarter of the fiscal year. Appropriations for capital outlays may be allotted in any manner the
Governor deems advisable. The Governor may reduce the budget allotment request by not more than three
percent of the total appropriation from any fund or not more than five percent of any appropriation under
certain circumstances. Such allotments are subject to further modification by the Governor throughout the
course of the fiscal year if conditions warrant. The Governor is not authorized to reduce allotment requisitions
or allotments in force concerning aid to municipalities or any budgeted agency of the legislative or judicial
branch, except that the Governor may require an aggregate allotment reduction of a specified amount for the
legislative or judicial branch.

Comptroller’s Role. The Comptroller is responsible for keeping an account in connection with each
appropriation. No warrant, draft or order may be issued by the Comptroller in excess of the available balance
of the applicable account unless the General Assembly has passed a deficiency bill for the purpose or unless
such appropriation has been increased by the Governor in the limited circumstances of emergency
expenditures or allotment modifications as authorized by statute. The Comptroller is required to issue
cumulative monthly financial reports concerning the State General Fund.

Treasurer’s Role. Each warrant, draft or order upon the Treasurer must specify the particular
appropriation against which it is drawn, and no money may be paid by the Treasurer absent such specification.
The Treasurer is required to honor all warrants, drafts and orders properly drawn by the Comptroller. The
Treasurer also has primary responsibility for the investment of State funds and the issuance of debt of the
State.

By statute, the Treasurer may not pay compensation, expenses or fees or otherwise enter into
contractual arrangements with any firm providing legal services, investment banking services, investment
advisory services, underwriting services, financial advisory services or brokerage firm services if such firm,
through its political committee or certain managerial level officers or employees, makes or solicits
contributions to any committee established by a candidate for nomination or election to the Office of Treasurer
of the State. The statute also prohibits the making or solicitation of contributions by such firms.

Use of Appropriations. No appropriation or part thereof may be used for any purpose other than for
the purpose for which it was made, except with respect to certain transfers and revisions of appropriations
permitted to be made by the Governor with the concurrence of the Finance Advisory Committee, composed of
members of the executive and legislative departments. Civil sanctions may be imposed pursuant to statute
upon persons who willfully expend or authorize the expenditure of State funds for any purpose in excess of the
amount specifically appropriated for such purpose.

Unexpended Appropriations. All unexpended balances of appropriations for each fiscal year lapse on
the last day of such fiscal year and revert to the unappropriated surplus of the fund from which the
appropriations were made, except for certain continuing appropriations. Such continuing appropriations
include those continued for a one-month period in the case of programs which were not renewed the
succeeding year, those continued for the entire succeeding year in the case of highway and other capital
construction projects, and limited amounts for certain special programs.

Unappropriated Surplus. The State Constitution provides that any resulting unappropriated surplus
shall be used to fund a budget reserve fund, to reduce bonded indebtedness or for any other purpose authorized
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by at least three-fifths of each house of the General Assembly. The General Statutes provide that the Treasurer
shall transfer any unappropriated surplus in the General Fund to a budget reserve fund, unless otherwise
directed by law. When the amount in the budget reserve fund in any fiscal year equals 10 % of the net General
Fund appropriations, no further transfers shall be made by the Treasurer.

After the accounts for the fiscal year are closed, beginning with the fiscal year ending June 30, 2010,
and each fiscal year thereafter, until and including the fiscal year ending June 30, 2017, if the Comptroller
determines there exists an unappropriated surplus in the General Fund, the amount of any such surplus is first
to be used for redeeming prior to maturity any outstanding economic recovery notes issued to fund the deficit
in the General Fund for the fiscal year ending June 30, 2009, refund any such notes, and pay the costs of
issuance of such notes and interest payable or accrued on such notes through June 30, 2011, pursuant to
Section 2 of Public Act No. 09-2 of the June 2009 Special Session, and any amount beyond that required to
redeem such notes shall be used to reduce the obligations of the State under the financing plan authorized
under Section 88 of Public Act No. 09-3 of the June 2009 Special Session. By statute, the Treasurer was
directed to transfer (i) and did transfer, $1,039.7 million from the budget reserve fund to the resources of the
General Fund to be used as revenue for the fiscal year ending June 30, 2010 and (ii) $342.0 million from the
budget reserve fund to the resources of the General Fund to be used as revenue for the fiscal year ending June
30,2011.

Revenues. The Treasurer superintends the collection and receipt of all taxes and revenues belonging
to the State, and is authorized to deposit the same in any qualified public depository as defined by statute.
Each State department, institution, board, commission or other State agency and any official or employee
thereof that receives any money for revenue of the State must, within 24 hours of its receipt or within seven
days of receipt for amounts less than $500, account for and pay the same to the Treasurer or, with the approval
of the Treasurer and the Comptroller, deposit the same in an account in a qualified public depository in the
name of the State or in the name of the public official as such official. The Treasurer is authorized to make
exceptions to the limitations on amounts and timing of payments or deposits of receipts provided the Treasurer
files a written statement of such exception with the Comptroller and the State’s Auditors of Public Accounts.
Any public official who deposits funds or moneys in an account in the name of the State or in such official’s
name must submit a list of all such accounts as of the preceding June 30 to the Treasurer and the Comptroller
not later than September 1 of each year.

Accounting Procedures

Financial statements of the State are prepared annually on a modified cash basis of accounting for all
civil list funds. The Comptroller prepares the statements for submission to the Governor by September 1 of
each year, unless extended by State law. The State’s Auditors of Public Accounts must audit the books and
accounts of the Treasurer and the Comptroller at least annually and have discretion to audit them at more
frequent intervals.

At the present time the State is not required to prepare financial statements in accordance with
generally accepted accounting principles (“GAAP”) and does not prepare GAAP statements on an interim
basis. However, since 1988 the State has issued comprehensive annual financial reports in accordance with the
guidelines established by the Governmental Accounting Standards Board. These reports include audited
annual financial statements prepared in accordance with GAAP. Effective with the fiscal year commencing
July 1, 2008, the Comptroller, in the Comptroller’s sole discretion, may initiate a process intended to result in
the implementation of GAAP as prescribed by the Governmental Accounting Standards Board, with respect to
the preparation and maintenance of the annual financial statements of the State now prepared on a modified
cash basis, by making incremental changes consistent with GAAP.

As specifically permitted by statute or decision of the Comptroller, the only present modifications

from the cash basis in recording revenues under the modified cash method are: (1) the accrual of sales and use
taxes to be received for the calendar quarter ending at the close of such fiscal year as estimated by the
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Secretary of OPM; (2) the accrual of cigarette tax revenue received by the Commissioner of Revenue Services
no later than five business days after the last day of July immediately following the end of such fiscal year; (3)
the accrual of alcoholic beverage tax revenue received by the Commissioner of Revenue Services no later than
five business days after the last day of July immediately following the end of such fiscal year; (4) the accrual
of motor fuels tax revenue and motor carrier road tax revenue on all fuel sold or used prior to the end of such
fiscal year and received by the Commissioner of Revenue Services no later than five business days after the
last day of July immediately following the end of such fiscal year; (5) the accrual of utility company tax
revenue and tax revenue on gross earnings from the sale of petroleum products which is received by the
Commissioner of Revenue Services no later than five business days after the last day of July immediately
following the end of such fiscal year; (6) the accrual of corporation business tax revenue received by the
Department of Revenue Services no later than five business days after the fifteenth day of August immediately
following the end of such fiscal year through the 2006-07 fiscal year and, pursuant to the Comptroller’s
constitutional powers under Section 24, Article Fourth of the Connecticut State Constitution and her statutory
powers under Public Act No. 08-111, the last day of July for fiscal year 2007-08 and thereafter; (7) the accrual
of income tax revenue received by the Commissioner of Revenue Services no later than five business days
after the last day of July immediately following the end of such fiscal year; (8) the accrual of nursing home
provider tax received by the Commissioner of Revenue Services no later than five business days after the last
day of July immediately following the end of such fiscal year; (9) the accrual of payments received from any
Indian tribe, pursuant to a memorandum of understanding, received by the Treasurer no later than the last day
of July immediately following the end of such fiscal year; (10) the accrual of real estate conveyance tax
revenue received by the Commissioner of Revenue Services no later than five business days after the last day
of July immediately following the end of such fiscal year; and (11) the recording as grants receivable of certain
amounts of restricted grants for which the State has the contractual right to be reimbursed by the federal
government or other parties.

Expenditures are recorded on a cash basis in the fiscal year in which they are made. Such
expenditures are so recorded by the Comptroller when the Comptroller draws and serves a warrant on the
Treasurer. Those instances in which warrants are drawn at the close of a fiscal year can, because of required
processing time, result in disbursements made after the beginning of the following fiscal year. Certain
appropriations which have not lapsed are reflected in the balance sheet through a reserve for continuing
appropriations.

The modified cash basis of accounting used for statutory financial reporting and the modified accrual
basis used for GAAP financial reporting are different and, as a result, often produce varying financial results,
primarily because of differences in the recognition of revenues and expenditures. For example, for statutory
reporting purposes, the State’s bi-weekly payroll expenditures are recognized in the fiscal year in which
employees are paid, while for GAAP purposes they are recognized in the fiscal year in which the services are
performed, resulting in GAAP accrual of expenditures for work performed through June 30 but not paid until
the following fiscal year. Similarly, the modified accrual basis used for GAAP financial reporting recognizes
additional federal and other grant moneys as revenues which are not so recognized in the modified cash basis
of accounting.

The Treasurer is required to submit to the Governor and the Investment Advisory Council, by
December 31 of each year, audited financial statements of the State’s combined investment funds, and
financial statements of the Short Term Investment Fund, the Second Injury Fund, and the Tax Exempt
Proceeds Fund for the prior fiscal year.

In July 2003 the State implemented the first phase of a new, fully integrated, Internet based, financial
management and human resources system called Core-CT. The system was rolled out in phases by applications
over a period of time between July 2003 and July 2007. The new system provides a single point of entry for
all State financial, human resources and payroll data. The implementation of Core-CT is the product of several
years of work to improve the State’s financial reporting and management information systems. From an
information technology perspective, Core-CT has allowed the State to standardize and modernize its computer
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technology bringing uniformity to the computers, programming languages, and data base packages utilized by
State government. Core-CT utilizes PeopleSoft ERP software. On-going maintenance and scheduled upgrades
to the system are expected to continue.

Core-CT was implemented coincident with an unanticipated and significant downsizing of the State’s
workforce between 2002 and 2003, resulting in significantly reduced staffing levels in State agency business
and financial offices. This left the State with the task of implementing the most ambitious upgrade to its
financial systems in history with a smaller and less experienced workforce. In addition, as with the
implementation of any large-scale information technology system, Core-CT experienced some initial
difficulties. Software anomalies were detected, certain application processing was slow, and some users did
not fully understand the new coding conventions and accounting entries required for system processing. These
problems were aggravated by technical complications relating to an interface to Core-CT from a new revenue
management system implemented in January 2004 at the Department of Revenue Services. While this system
is not part of Core-CT, it must interface effectively with Core-CT applications.

The initial Core-CT implementation problems outlined above have been resolved. A State team
consisting of employees from the Office of the State Comptroller, OPM, the Office of Information and
Technology and the Department of Administrative Services continues to work on an ongoing basis with State
agencies, consultants and PeopleSoft representatives to improve system performance.

The implementation problems with the CORE-CT financial management software system caused a
delay in the preparation of financial statements and reports for fiscal years 2004-05 and 2005-06. The audited
legal accounting basis (modified cash) financial statements and the audited financial statements of the State
prepared in accordance with generally accepted accounting principles (GAAP) for the fiscal year ending June
30, 2009 appear in Parts III-C and III-D. There was a delay of the State’s submission to the U.S. Department
of Health & Human Services of its Single Audit for the fiscal year ending June 30, 2006 pursuant to OMB
Circular No. A-133. The State received an extension until May 31, 2007, and the State submitted the Single
Audit before that date. The State does not expect there to be any such delay this year.

Investment and Cash Management

Treasurer’s Role. The Treasurer has the investment responsibility for all funds of the State and
functions as the trustee of all State pension, retirement and trust funds. The Treasurer is authorized to invest or
reinvest funds under the control of the Treasurer in United States government or agency obligations, shares or
interests in an investment company or trust registered under the Investment Company Act of 1940, whose
portfolio is limited to obligations of the United States, its agencies or instrumentalities, or repurchase
agreements fully collateralized by such obligations, United States postal service obligations, certificates of
deposit, commercial paper, savings accounts and bank acceptances. The Treasurer may also invest funds,
excluding civil list funds, in the sale or acquisition of securities or obligations which the Treasurer is
authorized to sell or acquire for purposes of any combined investment fund, subject to repurchase agreements
with any securities dealer or bank included in the list of primary dealers prepared by the Federal Reserve Bank
of New York. The Treasurer is also authorized to invest all or any part of any sinking fund in bonds in which
savings banks may legally invest, provided such bonds mature prior to maturity of the bonds of the State which
are outstanding. The Treasurer is required to report by December 31 annually to the Governor and the
Investment Advisory Council as to the activities of the Office of the Treasurer for the preceding fiscal year.

Cash Management. Cash management and the investment by the Treasurer of all State monies is
based on the concept of a common cash pool. It is the practice of the State to treat all civil list funds (including
monies in the General Fund, the Budget Reserve Fund, various bond funds, and the Special Transportation
Fund) as common cash. All banks holding major account balances for the State Treasury report these balances
daily, enabling the Treasurer to maintain adequate cash to meet anticipated demands and to keep unneeded
balances fully invested.
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Short Term Investment Fund. The Short Term Investment Fund (“STIF”) is a combined investment
pool of high quality, short term money market instruments which is the primary investment vehicle for the
temporarily surplus cash of all funds of which the Treasurer is custodian and/or trustee, except certain bond
funds, State pension funds and selected trust funds. All agencies, instrumentalities and political subdivisions
of the State are permitted to invest in STIF. The State is responsible to these governmental entities to manage
their deposits and accumulated earnings in a prudent manner. Individual participants in STIF can add or
withdraw monies on a daily basis with interest earned from date of deposit to date of withdrawal. The primary
investment objectives of STIF are the preservation of principal and the provision of liquidity to meet
participants’ daily cash flow needs, while seeking to earn competitive yields. STIF is managed in accordance
with the investment guidelines established by the Treasurer. These investment guidelines prohibit investment
in derivative securities other than floating rate securities which vary in the same direction as individual short
term money market indices, and limit the ability to enter into reverse repurchase agreements to amounts not to
exceed five percent (5%) of the STIF’s net assets at the time of execution. Shares of the Short Term
Investment Fund are rated “AAAm” by Standard & Poor’s.

Medium Term Investment Fund. A 1997 statute created the Medium-Term Investment Fund. The
Treasurer may purchase participation units of the fund for all trusts and other funds for which the Treasurer has
investment responsibility. The Treasurer may sell participation units in the Medium-Term Investment Fund to
all agencies, authorities, instrumentalities and political subdivisions of the State. The Treasurer is authorized
to invest and reinvest funds of the Medium-Term Investment Fund in obligations of the United States
government and its agencies and instrumentalities, certificates of deposit, commercial paper, corporate debt
securities, savings accounts and bankers’ acceptances, repurchase agreements collateralized by such securities,
and investment funds or pools comprised of securities in which the Medium-Term Investment Fund may
directly invest. The Medium-Term Investment Fund was implemented in September 2006.

Other Funds. Up to $100 million of the state’s operating cash may be invested in certificates of
deposit of community banks and credit unions, pursuant to CGS 3-24k. In addition, investments are made in
individual securities pursuant to CGS 3-31a. Allowable investments under CGS 3-31a include United States
government and agency obligations, repurchase agreements collateralized by such obligations, certificates of
deposit, commercial paper, savings accounts, and bank acceptances. The Treasurer has adopted guidelines for
investments made under CGS 3-31a, which specify credit and diversification standards, and limit individual
security maturities to three years and the total amount invested to $500 million.

Investment of Bond Proceeds. Proceeds of bonds are accounted for in various general obligation
bond funds. All invested assets of the bond funds are invested in STIF or TEPF. Bond proceeds are expended
in accordance with the authorization and allotment procedure of the State Bond Commission and the Governor,
respectively. Assets of the bond funds may from time to time be released temporarily to the common cash
pool in accordance with the State’s overall cash flow needs. Under the State’s accounting system, release of
the assets of the bond funds to the common cash pool is reflected in the accounts of the bond funds as an
uninvested cash balance. That accounting balance can be reduced only when an approved payment for an
expenditure is charged to the bond funds. In no case does the release of bond fund assets to the common cash
pool alter the timing or the extent of expenditures for the purposes for which the bonds were issued.

Tax Exempt Proceeds Fund. Under the terms of the General Statutes the Treasurer has facilitated the
establishment of the Tax Exempt Proceeds Fund, Inc. (“TEPF”), a diversified, open-end management
investment company, registered under the Investment Company Act of 1940, whose investment objectives are
to provide its investors with high current interest income exempt from federal income taxes, preservation of
capital and maintenance of liquidity. TEPF will only invest in securities that qualify as an investment in “tax-
exempt bonds” as defined in Section 150(a)(6) of the Internal Revenue Code of 1986, as amended (the
“Code”) and amplified in Treasury Department Regulations. Therefore, shareholders of TEPF that are tax-
exempt bond issuers are expected to be exempt from the arbitrage rebate provisions of the Code. TEPF seeks
to achieve its objectives by investing primarily in a liquid money market portfolio of short-term, high quality,
tax-exempt, fixed rate and variable rate obligations issued by states, municipal governments and by public

I-12



authorities, and in participation interests therein issued by banks, insurance companies or other financial
institutions that meet this federal income tax definition. The TEPF seeks to maintain a constant net asset value
of $1.00 per share. TEPF’s investment policies were developed for the particular federal income tax needs of
entities that are issuers of tax-exempt state and local bonds, such as states and municipalities and their
authorities, agencies, instrumentalities and subdivisions. All recipients of any grant or loan monies of the State
funded from Connecticut tax-exempt bond proceeds must invest such monies in TEPF, unless the Treasurer
waives this requirement upon a determination that a waiver will not adversely affect the tax-exempt status of
State bonds, notes or other evidences of indebtedness. The State may, from time to time, deposit bond
proceeds of the State in TEPF. Reich & Tang Asset Management, LLC acts as investment manager of TEPF
and a Board of Directors is responsible for TEPF’s overall management and supervision.

Investment Advisory Council. All trust fund investments by the Treasurer are reviewed by the
Investment Advisory Council, comprised of the Treasurer and the Secretary of OPM as ex officio members,
five members of the public with experience in investment matters, three representatives of the teachers’ union
and two representatives of the State employees’ unions. The Treasurer, with the approval of the Council,
adopts an Investment Policy Statement for trust funds. The Governor may direct the Treasurer to change any
investments when in the judgment of the Council such action is in the best interest of the State. At the close of
each fiscal year a report is submitted to the Governor on the value of all security investments of the State.

Investment of Pension Funds. Eleven investment funds serve as the investment medium for the
various pension, retirement and trust funds of which the Treasurer is the trustee. They are the Mutual Equity
Fund, the Developed Markets International Stock Fund, the Emerging Markets International Stock Fund, the
Core Fixed Income Fund, the Inflation Linked Bond Fund, the Emerging Markets Debt Fund, the High Yield
Debt Fund, the Private Investment Fund, the Real Estate Fund, the Liquidity Investment Fund and the
Alternative Investment Fund. The pension, retirement and trust funds acquire units, in varying proportions
depending on the investment policies of the funds, in one or more of the seven investment funds. By statute no
more than 60% of any of the State’s trust funds may be invested in common stock and if market fluctuations
cause this limit to be exceeded, after six months no more than 65% of the State’s trust funds may remain
invested in common stock. Other than these limits, the statutes of the State permit investment in securities
under the “Prudent Investor” rule. See also PENSION AND RETIREMENT SYSTEMS herein.
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STATE GENERAL FUND

The State finances most of its operations through its General Fund. However, certain State functions,
such as the State’s transportation budget, are financed through other State funds. See OTHER FUNDS,
DEBT AND LIABILITIES herein. For budgetary purposes, the State’s General Fund is accounted for on a
modified cash basis of accounting (the “budgetary-basis”), which differs from generally accepted accounting
principles (“GAAP”). For an explanation of the differences between the budgetary-basis and GAAP based
accounting, see FINANCIAL PROCEDURES — Accounting Procedures herein. The State is not presently
required to prepare GAAP financial statements, although it has prepared such statements annually since 1988.
GAAP based audited financial statements for all civil list funds of the State for the fiscal year ending June 30,
2009 are included as Appendix III-C to this Annual Information Statement. The State gives no assurance that
it will continue to prepare GAAP based financial statements in the future. Budgetary-basis financial statements
for the General Fund audited for the fiscal years ending June 30, 2005 through June 30, 2009 are included in
Appendix III-D to this Annual Information Statement. The audited final budgetary-basis results for the fiscal
year ending June 30, 2009, the adopted budgets for the fiscal years ending June 30, 2010 and June 30, 2011
and the estimated (as of December 31, 2009) budget for the fiscal year ending June 30, 2010 are included as
Appendix III-E to this Annual Information Statement. Unless otherwise stated, amounts set forth in the
discussion which follows under this caption STATE GENERAL FUND refer to such amounts as calculated
on the budgetary-basis of accounting.

General Fund Revenues
Forecasted, Adopted and Historical Revenues

Procedure For Forecasting Revenues. Revenue forecasting in Connecticut incorporates a blend of
econometric modeling and economic advice obtained from an array of expert sources. Some of these major
sources include: “Blue Chip Economic Indicators” which is a compilation of the consensus forecast for major
national economic indicators from the top 50 economic and financial institutions; Moody’s Economy.com, a
nationally recognized econometric forecasting firm; and “The Connecticut Economy,” a University of
Connecticut quarterly review written and edited by widely known State economists.

Because of the vast number of variables that can impact the revenue forecast, the State considers
forecasting to be a process and not a product. While the economic data from available sources is analyzed and
used to anticipate overall direction and trends, the revenue forecast is generated through a consensus
interpretation of all available data. Annual revenue estimates from the beginning of each year attempt to
account for possible variations in economic activity during the year. Periodic economic data, such as seasonal
adjustments to estimated personal income growth, or a monthly drop in employment, are analyzed on an on-
going basis. Adjustments are made when the aggregate values of such changes deviate beyond tolerable levels
from aggregate and historical estimates. The State believes that the process followed in developing
Connecticut’s revenue forecast is consistent with approaches taken in many other states.

Consensus Revenue. Public Act 09-214 requires the Office of Policy and Management and the Office
of Fiscal Analysis to issue consensus revenue estimates each year by October 15. The estimates must cover a
five-year period that includes the current biennium and the three following fiscal years. It also requires the two
offices, by January 15 and April 30 each year, to issue either (1) a consensus revision of their previous estimate
or (2) a statement that no revision is needed. If the two agencies cannot arrive at a consensus estimate, they
must issue separate ones. In such a case, the Comptroller must issue the consensus estimate based upon the
separate estimates. The Comptroller’s estimate must equal one of the separate estimates or fall between the
two.

Fiscal Year 2009-2010 and 2010-2011 Adopted Revenues. General Fund revenues as forecasted at

the adoption of the revised budget for the fiscal years ending June 30, 2010 and June 30, 2011 (“Adopted
Revenues”) are reflected in Appendix III-E to this Annual Information Statement. The State, as of the forecast
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date, expected to derive approximately 62.9 percent and 62.0 percent, respectively, of its General Fund
revenues from taxes during the 2009-10 fiscal year and the 2010-11 fiscal year. The final budgetary-basis
results for the fiscal year ending June 30, 2009, the revised adopted budget and the estimated budgetary basis
results (as of December 31, 2009) for the fiscal year ending June 30, 2010 and the revised adopted budget for
the fiscal year ending June 30, 2011 are included in Appendix III-E to this Annual Information Statement.

General Fund revenues are derived primarily from the collection of State taxes, including the personal
income tax, the sales and use tax and the corporation business tax. Miscellaneous fees, receipts, transfers and
unrestricted Federal grants account for most of the other General Fund revenue. A summary of anticipated
General Fund revenue sources based on the Adopted Revenues, for the fiscal years ending June 30, 2010 and
June 30, 2011, are set forth below:

Adopted General Fund Revenues (In Millions)

Adopted Revenues 2009-2010 Adopted Revenues 2010-2011
$17,372.49) $17,596.8°

@ Personal Income Tax $ 6,630.7 35.6% @ Personal Income Tax $ 6,654.7 35.4%
Sales and Use Tax 3,166.7 17.0% Sales and Use Tax 3,095.4 16.5%
- Corporate Business Tax 721.6 3.9% - Corporate Business Tax 731.9 3.9%
EER Other Taxes" 1,498.5 8.1% EEF] Other Taxes" 1,424.0 7.6%
E Unrestricted Federal Grants 4,051.8 21.8% E Unrestricted Federal Grants 3,770.4 20.1%
[ Other Non-Tax Revenues © 2,536.3 13.6% = Other Non-Tax Revenues © 3,089.3 16.5%

Note: Totals may not add to 100% due to rounding.

(a) The pie charts reflect the total of the listed tax and revenue amounts of $18,606.3 million for fiscal year 2009-10 and
$18,779.1 million for fiscal year 2010-11 and do not reflect tax refunds and transfers to other funds of $1,233.9 million for
fiscal year 2009-10 and $1,182.3 million for fiscal year 2010-11. See Appendix III-E for anticipated adjustments to
adopted tax revenues. The charts do not reflect any results of the Governor’s deficit mitigation plans or the results of the
November 24, 2008 Special Session of the General Assembly.

(b) Other taxes are comprised of inheritance and estate taxes, taxes on gross receipts of public service corporations, on net direct
premiums of insurance companies, on oil companies, on cigarettes and alcoholic beverages, on real estate transfers, on
admissions and dues, on nursing home providers and other miscellaneous taxes. See Appendix III-E.

(c) Other non-tax revenues are comprised of special revenue transfers, Indian gaming payments, licenses, permits and fees,
sales of commodities and services, rents, fines and escheats, investment income, other miscellaneous revenues and
designated Tobacco Settlement Revenues and special transfers to the resources of the General Fund. See Appendix III-E.

SOURCE: Public Act No. 09-3 of the June 2009 Special Session; Public Act No. 09-8 of the September 2009
Special Session; Public Act No. 09-7 of the September 2009 Special Session; Public Act No. 09-5 of the
September 2009 Special Session.
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Historical General Fund Revenues. Actual General Fund revenues for the fiscal years ending June
30, 2005 through 2009 are set forth in Appendix III-D to this Annual Information Statement. A summary of
the composition of General Fund gross revenues forOthe last five fiscal years is illustrated below:

(2)

General Fund Revenues
Fiscal Year Ending June 30
(In Thousands)

Personal Income Tax

Sales and Use Tax

Unrestricted Federal Grants

Other Taxes

Other Non-Tax Revenues

HOKEDE

Corporate Business Tax

= =2l =2 NN N NW W WW B BB B IOTO1010 0 OO0 NI NN N

R

2005 2006 2007 2008 2009
2005 2006 2007 2008 2009

Taxes:
Personal Income Tax ................ $ 5,570,724 $ 6,156,373 $ 6,749,462 $ 7,512,688 $ 6,385,856
Sales Tax 3,290,366 3,401,966 3,496,110 3,582,317 3,318,752
Corporate Business Tax............ 678,969 787,702 890,730 733,942(6) 615,921
Other Taxes ® ..., 1,447,999 1,606,746 1,517,553 1,558,511 1,448,448

Subtotal.....ccceeereecneecaeraecnee 10,988,058 11,952,787 12,653,855 13,387,458 11,768,977
R & D Credit Exchange.......... (8,850) (6,694) (5,983) (11,363) (8,428)
Refunds of Taxes........cccoounee.. (681,279) (730.850) (746.539) (852,184) (1,052,286)

Total Net Taxes ....ccceeeeeennens $10,297,929 $11,215,243 $11,901,333 $12,523,911 $10,708,263
Other Revenue:
Federal Grants

(Unrestricted)........ccovevvenennnne. $ 2,497,670 $ 2,549,577 $ 2,602,774 $ 2,701,603 $ 3,619,490

Other Non-Tax Revenues® ...... 1,209,764 1,230,801 1,224,753 1,164,272 1,105,217
Transfers to Other Funds .......... (85,000) (86,300) (86,300) (86,300) (86,300)
Transfers from Other Funds...... 142,500 89,400 100,000 115,300 354,131

Total Other Revenues.......... $ 3.764.934 $ 3.783.478 $ 3.841.227 $ 3.894.875 $ 4,992.538

Total Revenues.......cceeeeueeene $14,062,863 $14,998,721 $15,742,560 $16,418,786 $15,700,801
(a) The bar graph reflects the total of the listed tax and revenue amounts and does not reflect the listed adjustments for tax

(b)

(©

(d)
(©

SOURCE:

refunds and transfers to or from other funds. See Appendix III-D for adjustments to revenues.

Other taxes are comprised of inheritance and estate taxes, taxes on gross receipts of public service corporations, on net direct
premiums of insurance companies, on oil companies, on cigarettes and alcoholic beverages, on real estate transfers, on
admissions and dues, on nursing home providers and other miscellaneous taxes.

Other non-tax revenues are comprised of special revenue transfers, Indian gaming payments, licenses, permits and fees,
sales of commodities and services, rents, fines and escheats, investment income and other miscellaneous revenues less
refunds of payments.

For Fiscal Year 2009, $179.4 of reserved fund balance within the General Fund was released for Fiscal Year 2009
operations and was posted under the “Transfer from Other Funds” category.

For Fiscal Year ending June 30, 2008, the Corporation Business Tax accrual date was changed to the last day of July from
August 15th (as in the prior fiscal years). The Corporation Business Tax is now consistent with other tax accruals. The
Comptroller’s decision to make this change is within her constitutional powers under Section 24, Article Fourth of the
Connecticut State Constitution and her statutory powers under Public Act No. 08-111.

2005, 2006, 2007, 2008 and 2009 Annual Reports of the State Comptroller.
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Components of Revenue

Personal Income Tax. The State imposes a personal income tax on the income of residents of the
State (including resident trusts and estates), part-year residents and certain non-residents who have taxable
income derived from or connected with sources within Connecticut. The tax imposed is at the maximum rate
of 6.5% on Connecticut taxable income. Depending on federal income tax filing status, the taxable year and
Connecticut adjusted gross income, personal exemptions are available to taxpayers, ranging from $12,000 to
$24,000, with the lower end of the range increasing annually to $15,000 by taxable year 2015 for certain
taxpayers. In addition, tax credits ranging from 1% to 75% of a taxpayer’s Connecticut tax liability are also
available depending upon federal income tax filing status, the taxable year and Connecticut adjusted gross
income. Such exemptions and tax credits are phased out at certain higher income levels. Neither the personal
exemption nor the tax credit described above is available to trusts or estates. Legislation enacted in 1995
effected a graduated rate structure beginning in tax year 1996 and revised for tax year 2009. Under this
revised structure, the top rate remains at 6.5% with a rate of 3% applicable to taxable income up to certain
amounts. The first $20,000 of taxable income for a joint filer and the first $10,000 of taxable income for a
single filer is taxed at the 3% rate. In addition, an income tax credit for property taxes paid of $350 per filer
beginning with the tax year commencing January 1, 2003 was increased to $500 per filer for tax years
beginning on or after January 1, 2006. Taxpayers also are subject to a Connecticut minimum tax based on
their liability, if any, for payment of the federal alternative minimum tax.

Sales and Use Taxes. The Sales Tax is imposed, subject to certain limitations, on the gross receipts
from certain transactions within the State of persons engaged in business in the State, including (a) sales at
retail of tangible personal property, (b) the rendering of certain services, (c) the leasing or rental of tangible
personal property, (d) the production, fabrication, processing, printing, or imprinting of tangible personal
property to special order or with materials furnished by the consumer, (e) the furnishing, preparation or serving
of food, meals, or drinks, and (f) the transfer of occupancy of hotel or lodging house rooms for a period not
exceeding thirty consecutive calendar days. The Use Tax is imposed, with certain exceptions, on the
consideration paid for certain services or purchases or rentals of tangible personal property used within the
State pursuant to a transaction not subject to the Sales Tax. The tax rate for the Sales and Use Taxes is 6%. A
separate rate of 12% is charged on the occupancy of hotel rooms. Various exemptions from the Sales and Use
Taxes are provided, based on the nature, use or price of the property or services involved or the identity of the
purchaser. Tax returns and accompanying payments with respect to revenues from these taxes are generally
due monthly on or before the last day of the month next succeeding the taxable month.

Corporation Business Tax. The Corporation Business Tax is imposed on any corporation, joint stock
company or association, any dissolved corporation that continues to conduct business, any electric distribution
company or fiduciary of any of the foregoing which carries on or has the right to carry on business within the
State or owns or leases property or maintains an office within the State or is a general partner in a partnership
or a limited partner in a limited partnership, except an investment partnership, that does business, owns or
leases property or maintains an office within the State. Certain financial services companies and domestic
insurance companies are exempt from this tax. The Corporation Business Tax provides for three methods of
computation. The taxpayer’s liability is the greatest amount computed under any of the three methods.

The first method of computation is a tax measured by the net income of a taxpayer (the “Income-Base
Tax”). Net income means federal gross income with limited variations less certain deductions, most of which
correspond to the deductions allowed under the Internal Revenue Code of 1986, as amended from time to time.
The Income-Base Tax had been levied at the rate of 10.75% in 1996 and was phased down over subsequent
years to 7.5% for taxable years commencing on and after January 1, 2000. The second method of computing
the Corporation Business Tax is an alternative tax on capital. This alternative tax is determined either as a
specific maximum dollar amount or at a flat rate on a defined base, usually related in whole or in part to its
capital stock and balance sheet surplus, profit and deficit. The third method of computing the Corporation
Business Tax is the minimum tax which is a flat $250. Corporations must compute their tax liability under all
three methods, determine which calculation produces the greatest tax, and pay that amount to the State. In

I-17



2002 the State limited corporation credits from reducing tax liability by more than 70%. The State imposed a
one time corporation business tax surcharge of 20% for income year 2003, 25% for income year 2004, 20%
for income year 2006. There was no corporation business tax surcharge for income year 2005, 2007 or 2008.
For income year 2009, 2010 and 2011 a corporation business tax surcharge of 10% has been imposed for
businesses with over $100 million in federal adjusted gross income.

A $250 charge is levied on LLCs, LLPs and S corporations. The tax extends to single-member LLCs
that are not considered entities separate from their owners for federal tax purposes.

Other Taxes. Other tax revenues are derived from estate taxes, taxes on gross receipts of public
service companies, taxes on net direct premiums of insurance companies, taxes on oil companies, cigarette and
alcoholic beverage excise taxes, real estate conveyance taxes, taxes on admissions and dues, taxes on nursing
home providers and other miscellaneous tax sources.

Federal Grants. Depending upon the particular program being funded, federal grants in aid are
normally conditioned, to some degree, on resources provided by the State. Most unrestricted federal grant
revenue is expenditure driven. The largest federal grants in fiscal year 2008-09 were made for the purposes of
providing medical assistance payments to low income individuals and temporary assistance to needy families.
The State also receives certain restricted federal grants which are not reflected in annual appropriations but
which nonetheless are accounted for in the General Fund. The American Recovery and Reinvestment Act
(ARRA) provides the State with increased Medicaid and Title IV-E grants as well as new funding for
education, transportation, and other general government functions in fiscal years 2009, 2010 and 2011. In
addition, the State receives certain federal grants which are not accounted for in the General Fund but are
allocated to the Transportation Fund, various Capital Project Funds and other funds.

Other Non-Tax Revenues. Other non-tax revenues are derived from special revenue transfers; Indian
gaming payments; licenses, permits and fees; sales of commodities and services; rents, fines and escheats;
investment income; other miscellaneous revenue sources; and designated Tobacco Settlement Revenues.

General Fund Expenditures
Appropriated and Historical Expenditures

Fiscal Year 2009-2010 and 2010-2011 Appropriated Expenditures. State expenditures are
categorized for budget and appropriation purposes under ten functional headings, with expenditures by agency
generally shown as subheadings in the following functional categories, listed in order of magnitude of
expenditure for the current budget biennium: Human Services; Education, Libraries and Museums; Non-
Functional (debt service and miscellaneous expenditures including fringe benefits); Health and Hospitals;
Corrections; General Government; Judicial; Regulation and Protection of Persons and Property; Conservation
and Development; and Legislative. State expenditures for Department of Transportation functions are
generally paid from the Special Transportation Fund, not the General Fund. Occasionally, minor expenditures
for transportation related expenditures are paid from the General Fund.

The revised adopted budgets for the fiscal years ending June 30, 2010 and June 30, 2011, the audited
final budgetary-basis results for the fiscal year ending June 30, 2009, and the estimated (as of December 31,
2009) budgetary-basis results for the fiscal year ending June 30, 2010 are included as Appendix III-E to this
Annual Information Statement. A summary of appropriated General Fund expenditures for the fiscal years
ending June 30, 2010 and June 30, 2011 is set forth below.
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Appropriated General Fund Expenditures (In Millions)

Appropriated Expenditures 2009-2010
$17,370.6®

(=EEN E

Human Services $ 5,066.5
Education, Libraries and Museums 4,023.4
Non-Functional 3,873.3
Health and Hospitals 1,705.5
Corrections 1,568.8
General Government 543.7
Judicial 561.0
Other Expenditures® 501.7

30.1%
23.9%
23.0%
10.1%
9.3%
3.2%
3.3%
3.0%

=l E

Appropriated Expenditures 2010-2011
$17,591.0@)

$ 4,996.8
Education, Libraries and Museums 4,103.6

Human Services

Non-Functional 4,091.2
Health and Hospitals 1,737.4
Corrections 1,554.6
General Government 553.4
Judicial 579.1
Other Expenditures® 505.1

28.4%

23.3%
23.3%
9.9%

8.8%
3.1%

3.3%
2.9%

(a) The pie charts reflect the total listed expenditures of $17,843.9 million for fiscal year 2009-10 and $18,121.4 million for
fiscal year 2010-11, and do not reflect adjustments for unallocated lapses of $473.3 million for fiscal year 2009-10 and
$530.4 million for fiscal year 2010-11. See Appendix III-E for anticipated adjustments to appropriated expenditures. The
charts do not reflect any results of the Governor’s deficit mitigation plan or the results of the November 24, 2008 Special

Session of the General Assembly.

~

Development and Transportation.

SOURCE:

b) Other expenditures are comprised of appropriations for Legislative, Regulation and Protection, Conservation and

Public Act No. 09-3 of the June 2009 Special Session; Public Act No. 09-8 of the September 2009

Special Session; Public Act No. 09-7 of the September 2009 Special Session; Public Act No. 09-5 of the

September 2009 Special Session.
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Historical General Fund Expenditures. Actual General Fund expenditures for the fiscal years ending
June 30, 2005 through 2009 are set forth in Appendix III-D to this Annual Information Statement. A
summary of the composition of General Fund expenditures for the last five fiscal years is illustrated below:
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2007 2008 2009
General Fund Expenditures By Function®
Fiscal Year Ending June 30
(In Thousands)
005 006 2007 2008 2009
$ 3908030 $ 4,181,893 $ 4221,641 S 4,629,658 $ 5,041,515
2,922,543 3,290,626 3,449,507 3,892,796 4,019,381
2,793,571 3,022,667 3,311,597 3,356,538 3,399,404
1,283,235 1,392,263 1,473,779 1,606,711 1,662,540
1,239,564 1,339,289 1,430,316 1,549,792 1,577,167
409,138 442,518 500,641 602,849 520,115
405,818 438,123 474,067 515,738 543,078
371,804 392,237 432,187 473,365 471,655
$ 13,333,703  $ 14,499,616 $15293,735  $16,627,447  $17,234,855

(a) The bar graphs and amounts listed do not reflect expenditure of restricted federal and other grants. See Appendix III-D.

(b) Other expenditures are comprised of appropriations for Legislative, Regulation and Protection, Conservation and

Development and Transportation.

SOURCE:
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Components of Expenditures

Human Services. Virtually all of the State expenditures for Human Services are allocated to the
Department of Social Services for various programs and services, including Medicaid payments, Temporary
Assistance to Families, and General Assistance payments.

Education, Libraries and Museums. Based upon the adopted budget for the 2009-10 fiscal year,
approximately 67% of the State expenditures for Education, Libraries and Museums is allocated to the
Department of Education, the largest share of which consists of payments to local governments. The
remaining 33% consists of expenditures for higher education (including the University of Connecticut, the
Connecticut State University System and the Regional Community-Technical Colleges), the Teachers’
Retirement Board, the State Library, and services for the blind and deaf.

Non-Functional. Non-Functional State expenditures consist of debt service payments, State
employee fringe benefit accounts and other miscellaneous appropriations.

Health and Hospitals. State expenditures for Health and Hospitals are allocated primarily for
programs and services provided by the State Departments of Public Health, Developmental Services, and
Mental Health and Addiction Services.

Corrections. Appropriations to the State Department of Correction and the Department of
Children and Families comprise the largest portion of State expenditures for Corrections.

General Government. State expenditures for General Government may be classified into three
categories: executive, financial administration and legal, the largest of which is expenditures for financial
administration. Such expenditures are primarily for salaries and other miscellaneous expenses of various State
departments.

Judicial. Judicial expenditures are comprised of salaries, expenses and payments for special
programs of the Judicial Department and the Public Defender Services Commission.

Regulation and Protection. State expenditures for Regulation and Protection consist primarily of
appropriations for the Department of Public Safety for salaries, equipment, training and other services and
expenses. Other agencies and programs for which appropriations are made include the Police Officer
Standards and Training Council, the Board of Firearms Permit Examiners, the Military Department, the
Commission on Fire Prevention and Control, the Department of Consumer Protection, the Department of
Labor, the Commission on Human Rights and Opportunities, the Office of Protection and Advocacy for
Persons with Disabilities, and the Office of the Child Advocate.

Conservation and Development. State expenditures for Conservation and Development fall into
three general categories: agriculture; development of historical sites, commerce and industry; and
environment, the latter accounting for approximately 54% of all appropriations for Conservation and
Development based upon the adopted budget for the 2009-10 fiscal year.

Legislative. Legislative expenditures are comprised primarily of salaries, equipment and other
expenses necessary for Legislative Management and the Auditors of Public Accounts.

I-21



Expenditures by Type

General Fund appropriations and the State expenditures to which they relate are divided for both
administrative and budgetary purposes among appropriation account categories based on the type of
appropriation. Appropriation account types may be grouped conceptually into two broad categories: payments
to third parties and costs of State administration. Payments to third parties consist of two major appropriation
account types: payments to local governments, and payments to parties other than local governments (which
include debt service payments for purposes of Table 1; see footnote 3 to Table 1 below). Such payments to
third parties amount to approximately 63% of total General Fund appropriations under the adopted budget for
the 2009-10 fiscal year. Costs of State administration consist of three major appropriation account types:
personal services, equipment, and other expenses. These expenditures are used directly to operate the facilities
and programs of State agencies and include such items as salaries, wages, pension and other benefits for State
employees; utility and fuel costs; food; institutional and office supplies; equipment; rent for office space and
other facilities; and other current expenses. Appropriations for costs of State administration represent
approximately 37% of all General Fund appropriations under the revised adopted budget for the 2009-10 fiscal
year.

Appropriations categorized as payments to third parties are generally referred to for budgetary
purposes as “fixed charges.” Contractually required payments to third parties include debt service payments.
Statutorily required payments to third parties include grants to local governments and individual beneficiaries
under a wide variety of programs established by statute. The amount of such payments is generally either
specifically set forth in the statutes in question or is calculated in accordance with a formula set forth in such
statutes. Despite the characterization of these statutorily determined payments to third parties as “fixed
charges,” the Governor’s budgetary recommendations routinely include proposed modifications in the amounts
and formulas for calculating the amounts of such appropriations, and such modifications are often, in fact,
adopted by the General Assembly. A summary of fixed charges is shown on Table 1. This summary includes
a breakdown of total fixed charges into payments to local governments and total payments, as well as
information as to the most significant types of expenditures in each category.

Table 1'
Fixed Charges - General Fund
Summarized by Function of Government and Expenditure Category
Including Major Expenditure Items
(In Thousands of Dollars)

Fiscal Year 2007-08 Fiscal Year 2008-09 Fiscal Year 2009-10
(Actual) (Unaudited) (Appropriated)
Payments Payments Payments
Total to Local Total to Local Total to Local
Payments Governments Payments Governments Payments Governments
LEGISLATIVE
Total — Legislative.........cccervenennen. 313 0 330 0 373 0
GENERAL GOVERNMENT
Tax Relief for Elderly Renters............ 18,402 0 20,311 0 22,000 0
Property Tax Relief Elderly Circuit
Breaker........oooveeeiiiieiiiieeeee. 20,506 20,506 20,506 20,506 20,506 20,506
P.I.LL.O.T. - New Manufacturing
Machinery and Equipment .... 53,380 53,380 57,348 57,348 57,348 57,348
Undesignated ........ccccooeveeieneenienncnne. 48,833 19,290 52,641 24,103 40,637 17,830
Total — General Government.......... 122,719 93,176 130,495 101,957 118,491 95,684
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REGULATION AND
PROTECTION

Total - Regulation and Protection.....

CONSERVATION AND
DEVELOPMENT
Total - Conservation and

Development.........ccccecereeveneennen.

HEALTH AND HOSPITALS
Employment Opportunities and Day
Services (Dept. of Developmental

SIVICES?) ovomnrvvvreirieiiienniieneins

Community Residential Services
(Dept. of Developmental

2
SEIVICES “).vviieeneeeiieierieeeeeieeie s

Grants for Substance Abuse

SEIVICES ..vvevvevieienieeienieere e
Grants for Mental Health Services.....
Undesignated .........cccoceviveneneneennene

Total - Health and Hospitals ..........

HUMAN SERVICES

Medicaid ......coceeveererieiinieieeeee
Old Age ASSIStance..........ccoceeereeeuennee
Aid to the Disabled .........c.cccceveennne.

Temporary Assistance to Families —

TANF

Connecticut Pharmaceutical
Assistance Contract to the

Elderly....cooenieiiniiiiniiiiiceieee

Medicaid - Disproportionate Share -

Mental Health..............c..ocoeveennn.e.

Connecticut Home Care Program ......

Child Care Services -

TANF/CCDBG........ccccoveiinnnne
Housing/Homeless Services...............

Disproportionate Share - Medical

Emergency Assistance....................

DSH - Urban Hospitals in

Distressed Municipalities................

State Administered General

ASSIStANCE......ccvvveeieereeeeeeereeeeeee

Medicare Part D Supplemental

Hospital Hardship Fund .....................
Undesignated .......c.ccccecevenenueeecnnene.
Total - Human Services .................

Fiscal Year 2007-08

Fiscal Year 2008-09

Fiscal Year 2009-10

(Actual) (Unaudited) (Appropriated)
Payments Payments Payments
Total to Local Total to Local Total to Local

Payments Governments

1,272 0
37,171 19,408
157,721 0
373,714 0
28,191 0
80,132 0
51,548 14,837
691,306 14,837
3,470,656 0
32,573
57,525 0
110,962 0
31,954 0
105,935
57,861 0
98,801 0
31,230 0
57,725 0
31,550 0
184,049 0
22,862 0
28,647 0
71,847 6,468
4,394,177 6,468
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Payments Governments

Payments Governments

1,110 130
34,983 17,875
162,299 0
395,022 0
26,045 0
79,339 0
52,795 15,961
715,500 15,961
3,851,692 0
35,555
58,942 0
112,605 0
31,464 0
105,935
69,106 0
93,119 0
40,495 0
53,725 0
31,550 0
203,186 0
25,264 0
7,953 0
73,378 6,453
4,793,969 6,453

1,013 0
30,742 13,954
177,494 0
379,448 0
25,529 0
77,894 0
47,934 14,900
708,299 14,900
3,847,385 0
36,328
60,649 0
117,435 0
10,280 0
105,935
66,428 0
103,872 0
44,051 0
51,725 0
31,550 0
244,024 0
3,120 0
0 0
71,777 7,018
4,794,559 7,018



Fiscal Year 2007-08

Fiscal Year 2008-09

Fiscal Year 2009-10

(Actual) (Unaudited) (Appropriated)
Payments Payments Payments
Total to Local Total to Local Total to Local
Payments Governments Payments Governments Payments Governments
EDUCATION, LIBRARIES AND
MUSEUMS
Charter SchoolS.......c..cocveeveeveereenen. 34,880 0 41,655 0 48,152 0
Adult Education .............cceevvveeneeennenn. 19,620 19,620 19,567 0 20,594 20,594
Transportation of School Children..... 47,964 47,964 47975 47975 47,964 47,964
Education Equalization Grants........... 1,808,802 1,808,802 1,882,944 1,882,944 1,889,609 1,889,609
Priority School Districts............c.c...... 127,061 127,061 114,417 114,417 117,237 117,237
Excess Cost - Student Based.............. 129,835 129,835 140,045 140,045 120,491 120,491
Magnet Schools........ccceeeeeireneennee 109,750 109,750 128,613 128,613 148,108 148,108
Connecticut Independent College

Student Grant .............ccceeeeveeeveennn.. 23914 0 23,397 0 23,914 0
Connecticut Aid for Public College

Students........ccovveeveecieeiieeieeieeenn 30,208 0 30,208 0 30,208 0
Teachers' Retirement Contributions... 518,560 0 539,303 0 559,224 0
Undesignated .........ccceeeveevenieeienenne 126,992 62,555 126,455 80,119 98,176 55,649

Total — Education............ccccveenne... 2,977,586 2,305,587 3,094,579 2,394,113 3,103,677 2,399,652

CORRECTIONS
Community Support Services

(Dept. of Correction)........ccccecueneene 35,481 0 38,682 0 40,370 0
Board and Care for Children —

AdOPtiON......eeeeeeieiieeeieeeee e 71,884 0 77,305 0 81,533 0
Board and Care for Children —

FOSter....ccvieeveeeieeieeeeeeeee e 112,224 0 107,635 0 112,410 0
Board and Care for Children —

Residential 191,692 0 196,143 0 189,341 0
Community KidCare 21,697 0 23,233 0 25,946 0
Undesignated .........cccoeeeeenerienieeennne. 92,688 0 90,997 0 99,918 0

Total — Corrections ..........c...cue...... 525,666 0 533,995 0 549,518 0

NON FUNCTIONAL
Debt Service (Including UConn

2000 and CHEFA Day Care

SECUTILY) oo, 1,413,035 0 1,469,283 0 1,603,864 0
Reimbursement to Towns for Loss

of Taxes on State Property ............. 80,019 80,019 80,019 80,019 73,519 73,519
Reimbursement to Towns for Loss

of Taxes on Private Tax-exempt

Property.....ccooeeeeeeevenieeeeeee 122,430 122,430 122,430 122,430 115,432 115,432
Undesignated ..........ccooeveeeencneneneene 424 0 466 0 525 0

Total - Non Functional................... 1,615,908 202,449 1,672,198 202,449 1,793,340 188,951

Total - Fixed Charges 10,366,118 2,641,925 10,977,159 2,738,938 11,100,012 2,720,159

1

Year 2008-09, and appropriated fixed charge expenditures for fiscal year 2009-10.

Table 1 includes actual fixed charge expenditures for fiscal year 2007-08, unaudited fixed charge expenditures for Fiscal

The Department of Developmental Services was formerly known as the Department of Mental Retardation.
Under the old coding system, Debt Service was considered a fixed charge — one of the Payments to Other Than Local

Governments. Under the new coding system, Debt Service is coded as an Other Current Expense. Debt Service is
included in this table for consistency with past presentation.

SOURCE:  Office of Policy and Management
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Fiscal Year 2008-2009 Operations

Pursuant to the Comptroller’s financial statements provided on December 31, 2009, as of June 30,
2009, General Fund revenues were $15,700.8 million, General Fund expenditures and net miscellaneous
adjustments were $16,648.4 million and the General Fund deficit for the 2008-09 fiscal year was $947.6
million. On December 3, 2009, the Treasurer issued $915,795,000 notes for the purpose of funding the deficit,
amounts to pay costs of issuance of such notes and certain interest payable or accrued on such notes.

The audited results for the final fiscal year 2008-09 operations of the General Fund have been
outlined in Appendix III-D to this Part III.

Budget for Fiscal Years 2009-2010 and 2010-2011

On June 3, 2009, the General Assembly adjourned its regular 2009 session without adopting a
fiscal year 2009-2011 biennial budget. Prior to adjournment, the General Assembly passed resolutions calling
for a special session to take up matters related to adoption of a budget. The special session was immediately
convened at the conclusion of the regular session. During the special session, the General Assembly passed a
General Fund budget for the 2009-10 and 2010-11 fiscal years which was subsequently vetoed by the
Governor.

The State continued to run its operations pursuant to Executive Orders which were issued by the
Governor. Authorization to pay debt service on the State’s general obligation bonds remained unaffected. The
Executive Orders directed all department heads and executive branch employees to limit purchases of goods
and services and directed all department heads to utilize personnel and other resources in an effective and
efficient manner, giving priority to programs that provide direct care services, administer justice and protect
the public health and safety. The Executive Orders covered the months of July, August and the portion of
September until the approval of an appropriation act for the fiscal year commencing July 1, 2009.

In a special session, the General Assembly passed the biennial budget for fiscal years 2009-10 and
2010-11 which subsequently became law on September 8, 2009. The enacted budget, Public Act No. 09-3 of
June 2009 Special Session, for fiscal year 2009-10 included General Fund revenues of $17,375.4 million and
net appropriations of $17,374.6 million, resulting in a projected surplus of $0.8 million. The budget for fiscal
year 2010-11 included General Fund revenues of $17,591.9 million and net appropriations of $17,591.0
million, resulting in a projected surplus of $0.9 million.

The enacted biennial budget raised net revenues from three major resources: 1) Grants from the
ARRA, 2) transfers from other State funds to the State’s General Fund and securitizations, and 3) net increases
in taxes and miscellaneous fees. Federal grants from the ARRA for human services, education, and other
economic related stimulus programs totaled $878.9 million in fiscal year 2009-10 and $594.8 million in fiscal
year 2010-11. Major revenues from transfers of other State funds to the State’s General Fund and
securitizations included (i) transferring Budget Reserve Funds by $1,039.7 million in fiscal year 2009-10 and
$342.0 million in fiscal year 2010-11, and (ii) securitizing $1,290.7 million in fiscal year 2010-11 as amended
by Public Act No. 09-7 of the September 2009 Special Session. The significant tax changes included: (i) an
increase in the highest income tax rate to 6.5% from 5% for those with taxable incomes over $1 million for
joint filers, $800,000 for heads of households, and $500,000 for single filers and married people filing
separately, raising approximately $594.0 million in fiscal year 2009-10 and $400.0 million in fiscal year 2010-
11; (ii)) an imposition of a 10% corporation tax surcharge for the 2009, 2010, and 2011 income years on
companies that have (1) $100 million or more in annual gross income in those years and (2) tax liability that
exceeds the $250 minimum, raising approximately $74.1 million in fiscal year 2009-10 and $41.1 million in
fiscal year 2010-11; (iii) an increase in the cigarette tax rate from $2.00 per pack to $3.00 per pack, raising
approximately $94.9 million in fiscal year 2009-10 and $112.4 million in fiscal year 2010-11; (iv) changes in
various fees, raising approximately a net total of $108.5 million in fiscal year 2009-10 and $105.9 million in
fiscal year 2010-11, and (v) cuts in taxes, including (1) a reduction in the sales and use tax rate to 5.5% from

II-25



6%, and (2) a reduction in the estate and gift tax. The reduction of the sales and use tax rate effective January
1, 2010 was expected to result in a revenue loss of approximately $129.5 million in fiscal year 2009-10 and
$268.0 million in fiscal year 2010-11. However, if any cumulative monthly financial statement issued by the
Comptroller before January 1, 2010 indicates that the estimated gross tax revenue to the General Fund to the
end of the fiscal year ending June 30, 2010 is at least 1% less than the adopted gross tax revenue to the General
Fund for fiscal year 2009-10, the tax rate would remain at 6%. If any cumulative monthly financial statement
issued after January 1, 2010, and on or before June 30, 2010, indicates that the estimated gross tax revenue to
the General Fund to the end of the fiscal year ending June 30, 2010 is at least 1% less than the adopted gross
tax revenue to the General Fund, the tax rate would remain at 6%. On the estate and gift taxes, the enacted law
(i) increased the threshold for the value of an estate or gift subject to the estate and gift taxes from $2 million
to $3.5 million; (ii) reduced the marginal tax rates by 25%; and (iii) eliminated the tax cliff. These three
measures were expected to reduce revenues by approximately $5.9 million in fiscal year 2009-10 and $70.3
million in fiscal year 2010-11.

The significant changes in appropriations came from State employee personal services reductions,
entitlement programs savings, and education grants reductions. Personal services reductions from concessions
with a coalition of employee collective bargaining units included wage freezes and a Retirement Incentive Plan
which were expected to save approximately $191.0 million in fiscal year 2009-10 and $193.7 million in fiscal
year 2010-11. Savings from entitlement programs included (i) eliminating nursing home rate increases in
reimbursement levels under Medicaid, saving approximately $113.2 million in fiscal year 2009-10 and $162.2
million in fiscal year 2010-11, (ii) reducing managed care organization capitation rates by 6% under both
HUSKY A and HUSKY B, saving approximately $50.1 million in fiscal year 2009-10 and $51.8 million in
fiscal year 2010-11, and (iii) managing services for aged, blind and disabled individuals who are currently
receiving care under the Medicaid fee-for-service program, saving approximately $27.8 million in fiscal year
2009-10 and $80.0 million in fiscal year 2010-11. Education reductions included cuts of grants to (i) the
Excess Cost program that reimburses funds to towns, saving approximately $13.4 million each for both fiscal
years 2009-10 and 2010-11, (ii) the Priority School District program that assists the neediest communities and
funds School Readiness program, reduced $6.9 million each for both fiscal years 2009-10 and 2010-11, and
(i) the Reading Success program designed to improve kindergarten through grade three reading was
eliminated, saving the State $2.4 million each for both fiscal years 2009-10 and 2010-11.

In addition, the budget for fiscal year 2010-11 required the Treasurer and the Secretary of the
Office of Policy and Management to jointly develop a financing plan that would result in net proceeds of up to
$1,290.7 million to be used as general revenues of the State during such fiscal year, which may include
securitizations as discussed above. The budget also required the Treasurer and the Secretary of the Office of
Policy and Management to jointly develop a plan to sell assets of the State that would result in net proceeds of
up to $15 million to be used as general revenues of the State during the 2009-10 fiscal year and $45 million to
be used as general revenues of the State during the 2010-11 fiscal year. In addition, the budget for fiscal year
2009-10 required a reduction of $473.3 million in expenses from budgeted amounts. The budget for fiscal year
2010-11 required a reduction of $515.2 million of expenses from budgeted amounts. The biennial budget for
fiscal years 2009-10 (revised per Public Act No. 09-3 of the June 2009 Special Session and subsequent
revisions as amended by Public Act No. 09-8 of the September 2009 Special Session, Public Act No. 09-5 of
the September 2009 Special Session, and Public Act No. 09-7 of the September 2009 Special Session) and
2010-11 has been outlined in Appendix III-E to this Part II.

The budget was $840.9 million below the expenditure cap in fiscal year 2009-10 and $589.9
million below the expenditure cap in fiscal year 2010-11.

Fiscal Year 2009-2010 Operations
Pursuant to Section 4-66 of the Connecticut General Statutes, the Office of Policy and

Management provides estimates to the Comptroller by the twentieth day of each month of revenues and
expenditures for the current fiscal year for use by the Comptroller in preparing the Comptroller’s monthly
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report. In the monthly estimates provided by the Office of Policy and Management for the General Fund for
the 2009-10 fiscal year on October 20, 2009 (as of the period ending September 30, 2009 and not reflecting the
elimination of the planned one-half percent sales tax reduction pursuant to Public Act No. 09-3 of the June
Special Session which is projected to generate an additional $129.5 million), November 20, 2009 (as of the
period ending October 31, 2009 and not reflecting the elimination of the planned one-half percent sales tax
reduction pursuant to Public Act No. 09-3 of the June Special Session which is projected to generate an
additional $129.5 million), December 21, 2009 (as of the period ending November 30, 2009 and does reflect
the elimination of the planned one-half percent sales tax reduction pursuant to Public Act No. 09-3 of the June
Special Session which is projected to generate an additional $129.5 million), General Fund was estimated to
have a deficit of $388.5 million, $466.5 million and $327.9 million, respectively. In the monthly estimate
provided by the Office of Policy and Management on January 20, 2010 for the General Fund for the 2009-10
fiscal year, as of the period ending December 31, 2009, General Fund revenues were estimated at $17,029.5
million, General Fund expenditures and miscellaneous adjustments were estimated at $17,530.0 million and
the General Fund was estimated to have a deficit of $500.5 million. In the monthly estimate provided by the
Office of Policy and Management on February 22, 2010 for the General Fund for the 2009-10 fiscal year, as of
the period ending January 31, 2010, General Fund revenues were estimated at $17,029.5 million, General Fund
expenditures and miscellaneous adjustments were estimated at $17,533.4 million and the General Fund was
estimated to have a deficit of $503.9 million. The next monthly report of the Office of Policy and Management
is expected on March 22, 2010 and no assurances can be given that the estimates in such report will match the
Office of Policy and Management’s prior estimates.

By statute, the State’s fiscal position is reported monthly by the Comptroller. In her monthly
reports dated November 1, 2009, December 1, 2009 and January 4, 2010, the Comptroller estimated deficits in
the General Fund for the 2009-10 fiscal year of $624 million (as of the period ending September 30, 2009 and
not reflecting the elimination of the planned one-half percent sales tax reduction pursuant to Public Act No.
09-3 of the June Special Session which is projected to generate an additional $129.5 million), $549.5 million
(as of the period ending October 31, 2009 and reflecting the elimination of the planned one-half percent sales
tax reduction pursuant to Public Act No. 09-3 of the June Special Session which is projected to generate an
additional $129.5 million) and $513.3 million (as of the period ending November 30, 2009 and reflecting the
elimination of the planned one-half percent sales tax reduction pursuant to Public Act No. 09-3 of the June
Special Session which is projected to generate an additional $129.5 million). In the Comptroller’s monthly
report dated February 1, 2010, the Comptroller estimated a General Fund deficit for the 2009-10 fiscal year of
$515.0 million as of the period ending December 31, 2009. This estimate reflects the elimination of the
planned one-half percent sales tax reduction pursuant to Public Act No. 09-3 of the June Special Session which
is projected to generate an additional $129.5 million. The next monthly report of the Comptroller is expected
on March 1, 2010, and no assurances can be given that the estimates in such report will match the Office of
Policy and Management’s estimates or the Comptroller’s prior estimates.

The above projections are only estimates and the information in the monthly letters of the Office of
Policy and Management to the Comptroller and in the Comptroller’s monthly reports contain only estimates
and no assurances can be given that future events will materialize as estimated or that subsequent estimates,
adjustments or audit or actions of the General Assembly will not indicate changes in the final result of the
fiscal year 2009-10 operations of the General Fund.

The Governor may generally reduce budget allotment requests within certain prescribed limits and
has done so for the current fiscal year. Additionally, pursuant to Section 4-85 of the Connecticut General
Statutes, whenever the cumulative monthly financial statement issued by the Comptroller indicates a projected
General Fund deficit greater than one percent of the total General Fund appropriations, the Governor is
required within thirty days to file a report with the joint standing committees of the General Assembly on
appropriations and on finance, revenue and bonding. The report shall include a plan which the Governor shall
implement to modify agency allotments to the extent necessary to prevent a deficit. Should such plan result in
a reduction of more than five percent of total appropriations, approval of the General Assembly would be
required. The Governor was required to file such report as a result of the deficit projection included in the
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Comptroller’s November 1, 2009 report. On November 24, 2009, Governor Rell delivered her plan to address
a potential deficit of $466.5 million in the General Fund for fiscal year 2009-10 to the General Assembly.
Pursuant to Public Act No. 09-3 of the June 2009 Special Session, since the Comptroller certified that state tax
revenues for fiscal year 2009-10 will not be within 1 percent of original projections, the plan to reduce the
State sales tax rate by 0.5 percentage points did not take effect in January 2010. The elimination of the rate
reduction precluded an estimated revenue loss of $129.5 million, leaving a deficit of $337.0 million still to be
closed. The deficit mitigation plan included spending cuts made under the Governor’s authority and those
requiring legislative approval, additional fund transfers, and reductions in municipal aid.

In addition to $31.6 million in rescissions to agency budgets announced on November 5, 2009, the
Governor’s plan called for an additional $19.3 million in rescissions and $16.8 million in program cuts that the
Governor can order on her own authority, including reductions in certain programs and delays in the
implementation of others. The Governor’s plan also recommended $116.3 million in program reductions that
will require legislative approval, including reductions in a number of grants and reductions in Medicaid
provider rates. The deficit mitigation plan anticipated a lapse of $16.1 million above the level in the Office of
Policy and Management’s November 20, 2009 letter to the Comptroller, and a gain of about $200,000 from the
sale of surplus State cars. The plan called for intercepting $52.8 million from accounts such as the Citizens
Election Fund, the Stem Cell Research Fund, and the Tobacco and Health Trust Fund. The plan also called for
a reduction of 3 percent in state aid to municipalities, saving the State approximately $84.0 million. In late
December, the General Assembly passed certain deficit mitigation measures which were subsequently vetoed
by the Governor. The Governor is expected to submit to the General Assembly a revised deficit mitigation
package by March 1, 2010.

Midterm Budget Adjustments

Per Section 4-71 of the Connecticut General Statutes, the Governor is required to submit a status
report to the General Assembly on the biennial budget enacted in the previous year. The status report shall
include any recommendations for adjustments and revisions to the enacted budget.

On February 3, 2010 the Governor submitted to the General Assembly a status report including
detailed projections of expenditures and revenues and proposed Midterm Budget Adjustments for fiscal year
2010-11. The midterm budget adjustments incorporated the January 15™ consensus revenue forecast as a
baseline and anticipated additional revenue of $422.3 million for total revenue collections of $17,566.5
million. General Fund appropriations were reduced by $28.6 million to $17,566.1 million resulting in a
projected budget surplus of $0.4 million.

The Governor’s proposed midterm budget adjustments assume $422.3 million in additional
revenue. Of that total, $365.6 million is due to federal grants anticipated from an extension of the American
Recovery and Reinvestment Act for both Medicaid and education funding. The Governor’s proposal also
assumes the implementation of Keno gaming in the State expected to generate $20 million in fiscal year 2010-
11 and $15 million in transfers from other funds of the State to the General Fund. All other proposed revenue
changes net to $21.7 million.

In regards to expenditures, the Governor’s proposed midterm budget adjustments add $156.3
million in the Department of Social Services to reflect current expenditure and caseload trends and add $72.5
million to fully fund the HUSKY capitation payment. Pursuant to an agreement with the State employees’
bargaining agent coalition, the Governor’s proposal assumes savings of $100 million by reducing the required
contribution to the State Employees’ Retirement Fund. The Governor’s proposed budget remains $485.1
million below the expenditure cap.

The Governor’s proposed midterm budget adjustments include an increase of $131 million in
general obligation bond authorizations to take effect in fiscal year 2010-11 and cancellation of $388.7 million

IMI-28



of prior general obligation bond authorizations. The Governor’s recommendations also include an increase of
$4.825 million in special transportation obligation bond authorizations.

Also on February 3", the Office of the State Treasurer and the Office of Policy and Management
released a report required by the originally adopted budget regarding a $1.29 billion securitization plan for
fiscal year 2010-11. The plan outlines options for the General Assembly to consider which includes the
securitization of certain non-General Fund electric rate charges, lottery revenues, tobacco settlement revenues
and certain existing General Fund revenues among others and also includes the consideration of selling major
State assets. The Governor’s proposed midterm budget adjustments assumes the successful completion of the
$1.29 billion securitization which requires the enactment of legislation by the General Assembly. The General
Assembly is expected to deliberate on the Governor’s proposed revisions and securitization plan and adjourn
by May 5, 2010.

General Fund Budget History

Table 2 summarizes the results of operation of the General Fund on the budgetary-basis.
Summaries of actual revenues and expenditures on the budgetary (modified cash) basis for the fiscal years
2005 through 2009 are set forth in Appendix III-D to this Annual Information Statement.

TABLE 2

General Fund
Summary of Operating Results — Budgetary (Modified Cash) Basis

(In Millions)
Fiscal Years Ending June 30

2005 2006 2007 2008 2009
Total General Fund Revenues®..........ocoovveeveennn. $ 14,062.9 $14,998.7 $15,742.6 $16,418.8 $15,700.8
Net Appropriations/Expenditures® ..............c.......... 13.699.0 14,552.2 15.473.4 16.319.4 16,648.4
Operating Surplus/(Deficit).................cc.cccccooo...... $ 36399 5 44659 g 26920 g 994® g (947.6)"

(a) Does not include Restricted Accounts and Federal and Other Grants. See Appendix III-D-6.

(b) Does not include expenditures for Restricted Accounts and Federal and Other Grants. Includes Amounts Reserved for Prior
Year Appropriations Less Appropriations Carried Forward and Other Adjustments. See Appendix III-D.

(¢) The entire surplus balance of $302.2 million was reserved for transfer to the Budget Reserve Fund.
(d) The entire surplus balance of $363.9 million was reserved for transfer to the Budget Reserve Fund.
(e) The entire surplus balance of $446.6 million was reserved for transfer to the Budget Reserve Fund.
(f) The entire surplus balance of $269.2 million was reserved for transfer to the Budget Reserve Fund.
(g) The entire surplus balance of $99.4 million was reserved for spending in fiscal year 2008-09.

(h) The State Treasurer was given authority to fund, and did fund, the Fiscal Year 2009 General Fund deficit through economic
recovery notes.

SOURCE: Comptroller’s Office
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Table 3 shows the reconciliation of the actual operations surplus (deficit) under the budgetary
(modified cash) basis to the GAAP basis of accounting. Audited GAAP based financial statements for fiscal
year 2009 are included in Appendix ITI-C.

TABLE 3

General Fund
Summary of Operating Results — Budgetary (Modified Cash) Basis vs. GAAP Basis

(In Millions)
Fiscal Years Ending June 30
2005 2006 2007 2008 2009
Modified Cash Basis Operating Surplus/(Deficit) ... $ 363.9 $ 4465 $ 2692 $ -- $ (947.6)
Adjustments:
Increases (decreases) in revenue accruals:
Governmental Receivables.........c..ccccoeceninennene (98.2) 10.5 (91.0) 63.5 284.0
Other Receivables.........c.cccveveneiicinicncncnnenne (33.5) 25.7 177.9 (302.0) 101.4
(Increases) decreases in expenditure accruals:
Accounts Payable and Other Liabilities (60.3) (37.7) 45.2 60.3 (601.6)
Salaries and Fringe Benefits Payable................. 61.0 (22.3) (90.0) (14.0) 56.6
Increase (decrease) in Continuing
APPTOPIIAtIONS....veeveviiieieriieiesieeie sttt 481.6 8.4 128.2 (327.0) (415.3)
Reclassification of equity adjustments 15.8 41.0 80.0 99.4 --
Proceeds of Recovery Notes..........c..c........ - - -- - --
Transfer of restricted resources ................. -- -- -- -- -
Transfer of prior year surplus .........ccecvevvievververeeennenne. (150.4) (15.8) (41.0) - (179.4)
GAAP Based Operating Surplus/(Deficit)................. $ 5799 $§ 4563 $§ 4785 § (419.8) $(1,701.9)

SOURCE: Comptroller’s Office

Table 4 sets forth on the budgetary (modified cash) basis the actual cumulative unreserved fund
balance (deficit) for the General Fund for the last five fiscal years.
TABLE 4

General Fund
Unreserved Fund Balance — Budgetary (Modified Cash) Basis

(In Millions)
Fiscal Years Ending June 30

2005 2006 2007 2008 2009
Operating Surplus/Deficit.................ccoooevvrinrinnennne. $363.9 $446.5 $269.2 $ 994 $ (947.6)
Fund Transfers and Reserves
Transfers to Budget Reserve Fund..........c..ccccccee 363.9 446.5 269.2 0.0 0.0
Transfers from Budget Reserve Fund................ - -- -- -- --
Economic Recovery Note Debt Retirement............ -- -- -- -- -
Reserve for Transfers to Budget Reserve Fund...... -- -- - -- --
Reserve for Debt Service Appropriation................ -- -- - -- -
Reserve for Fiscal Year 2009 Operations -- -- -- 99.4 --
Reserve for Debt Avoidance..........c.cccceunee. -- - -- -- --
Total Transfers/Reserves .........cceeveeververeeevennenne 363.9 446.5 269.2 99.4 (947.6)
Unreserved Fund Balance
Surplus/(deficit)..........c.coceeeveireinieirecreerns $ 00 $§ 0.0 $§ 0.0 $§ 0.0 $ (947.6)

SOURCE: Comptroller’s Office
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Table 5 shows the reconciliation of the actual cumulative unreserved General Fund balance (deficit) under
the budgetary (modified cash) basis to the GAAP basis of accounting for the last five fiscal years.

TABLE 5

General Fund

Unreserved Fund Balance — Budgetary (Modified Cash) Basis vs. GAAP Basis
(In Millions)
Fiscal Years Ending June 30

2005 2006 2007 2008 2009
Unreserved Fund Balance (Deficit)
Modified Cash Basis $ 0.0 $ 0.0 $ 0.0 $ 0.0 § (947.6)
GAAP Based Adjustments
Continuing Appropriations Available for
GAARP Liabilities .....cccoeoeeiriniriececeen -- -- -- -- --
Additional Assets
Taxes Receivable
Income Tax Accrual Reduction................. (300.3) (282.1) (271.0) (380.7) (364.1)
Eliminate Corporation Accrual (14.7) (12.4) (7.1) (3.6) (11.2)
Additional Taxes Receivable..................... 6.4 8.0 133.6 6.1 4.1
Net Increase (Decrease) Taxes.......ooevuveenenne (308.6) (286.5) (144.5) (378.2) (371.2)
Net Accounts Receivable ...........occvevveeienne 167.6 152.6 146.0 237.6 199.6
Federal and Other Grants Receivable®........ 491.4 501.9 410.9 474.5 758.5
Due From Other Funds.........ccccooceneieincnens 19.7 22.2 22.7 20.3 27.1

Total Additional Assets
Additional Liabilities

$ 370.1 $ 3902 § 4351 $ 3542 $ 6140

Salaries and Fringe Payable ..........c.ccceueeee. (172.7) (195.0) (285.0) (299.1) (242.5)
Accounts Payable—Department of
Social Services ......coevrireeirieirieeireieens (707.0) (718.4) (628.1) (508.0) (585.0)

Accounts Payable—Trade & Other.............. (362.9) (372.9) (339.3) (473.2) (891.0)
Payable to Local Governments........... - - - - -
Payable to Federal Government (71.0) (61.0) (67.9) (121.1) (146.1)
Due to Other Funds ...........ococvvuenenee. (94.2) (101.6) (109.1) (102.0) (105.2)

Total Additional Liabilities $(1,407.8)  $(1,448.9)  $(1,429.4) $(1,503.4) $(1,969.8)

Unreserved Fund Balance (Deficit)

GAAP Basis ..o $(1,037.7)  $(1,058.7) § (994.3) $(1,149.2) §$(2,303.4)

(a) Primarily reimbursement for additional liabilities accrued to federal grant accounts or programs with federal
participation, e.g., Medicaid.

SOURCE: Comptroller’s Office
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Table 6 sets forth on a GAAP basis the components of the fund balance for the General Fund for the
last five fiscal years.
TABLE 6
General Fund Fund Balances-GAAP Basis
(In Millions)
Fiscal Years Ending June 30

2005 2006 2007 2008 2009
Reserved:
Petty Cash .....ccooveiieriieieiieiceeeeeeeiene $§ 1.0 $§ 1.0 $§ 1.0 $ 1.0 $ 1.0
Budget Reserve ........coovevveeveeveeeeeneennane. 666.0 1,112.5 1,381.7 1,381.7 1,381.7
Loans & Advances to Other Funds ........... 23.3 20.6 18.0 9.7 9.8
Restricted Purposes......c.oceeevevveeverieevennens 15.9 41.0 80.0 179.4 -
INVentories.........ooeeeevieeeiiieecciee e 34.0 393 34.0 25.3 24.3
Continuing Appropriations............c.c......... 694.4 702.8 811.3 455.4 87.1
Debt Service - - - - -
TOtal..ocevieceeeeeeeeceeeeeee e 1,434.6 1,917.2 2,326.0 2,052.5 1,503.9
Unreserved: (1.037.7) (1,058.7) (994.3) (1.149.2) (2.303.4)
Total Fund Balance $ 396.9 $ 858.5 $1,331.7 $ 903.3 $ (799.5)

SOURCE: Comptroller’s Office
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STATE DEBT

Constitutional Provisions

The State has no constitutional limit on its power to issue obligations or incur debt other than it may
borrow only for public purposes. There are no reported court decisions relating to State bonded debt other than
two cases validating the legislative determination of the public purpose for improving employment
opportunities and related activities. The State Constitution has never required a public referendum on the
question of incurring debt. Therefore, State statutes govern the authorization and issuance of State debt,
including the purpose, amount and nature thereof, the method and manner of the incurrence of such debt, the
maturity and terms of repayment thereof, and other related matters.

Types of State Debt

Pursuant to various public and special acts the State has authorized a variety of types of debt. These
types fall generally into the following categories: direct general obligation debt, which is payable from the
State’s General Fund; special tax obligation debt, which is payable from specified taxes and other funds which
are maintained outside the State’s General Fund; and special obligation and revenue debt, which is payable
from specified revenues or other funds which are maintained outside the State’s General Fund. In addition, the
State has a number of programs under which the State provides annual appropriation support for, or is
contingently liable on, the debt of certain State quasi-public agencies and political subdivisions. See OTHER
FUNDS, DEBT AND LIABILITIES for information concerning debt and contingent liabilities on debt other
than direct general obligation debt.

State Direct General Obligation Debt
General

Statutory Authorization and Security Provisions. In general, the State issues general obligation
bonds pursuant to specific statutory bond acts and Section 3-20 of the General Statutes, the State general
obligation bond procedure act. That act provides that such bonds shall be general obligations of the State and
that the full faith and credit of the State of Connecticut are pledged for the payment of the principal of and
interest on such bonds as the same become due. Such act further provides that, as a part of the contract of the
State with the owners of such bonds, appropriation of all amounts necessary for the punctual payment of such
principal and interest is made, and the Treasurer shall pay such principal and interest as the same become due.

There are no State Constitutional provisions precluding the exercise of State power by statute to
impose any taxes, including taxes on taxable property in the State or on income, in order to pay debt service on
bonded debt now or hereafter incurred. The constitutional limit on increases in General Fund expenditures for
any fiscal year does not include expenditures for the payment of bonds, notes or other evidences of
indebtedness. There are also no constitutional or statutory provisions requiring or precluding the enactment of
liens on or pledges of State General Fund revenues or taxes, or the establishment of priorities for payment of
debt service on the State’s general obligation bonds. There are no express statutory provisions establishing
any priorities in favor of general obligation bondholders over other valid claims against the State.

Statutory Debt Limit. Section 3-21 of the General Statutes provides that no bonds, notes or other
evidences of indebtedness for borrowed money payable from General Fund tax receipts of the State shall be
authorized by the General Assembly or issued except as shall not cause the aggregate amount of (1) the total
amount of bonds, notes or other evidences of indebtedness payable from General Fund tax receipts authorized
by the General Assembly but which have not been issued and (2) the total amount of such indebtedness which
has been issued and remains outstanding, to exceed 1.6 times the total estimated General Fund tax receipts of
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the State for the fiscal year in which any such authorization will become effective or in which such
indebtedness is issued, as estimated for such fiscal year by the joint standing committee of the General
Assembly having cognizance of finance, revenue and bonding. However, in computing the aggregate amount
of indebtedness at any time, there shall be excluded or deducted revenue anticipation notes having a maturity
of one year or less, refunded indebtedness, bond anticipation notes, borrowings payable solely from the
revenues of a particular project, the balances of debt retirement funds associated with indebtedness subject to
the debt limit as certified by the Treasurer, the amount of federal grants certified by the Secretary of OPM as
receivable to meet the principal of certain indebtedness, all authorized and issued indebtedness to fund any
budget deficits of the State for any fiscal year ending on or before June 30, 1991 and for the fiscal years ending
June 30, 2002 and June 30 2003, all indebtedness authorized and issued pursuant Public Act No. 09-2 of the
June 2009 Special Session in connection with the issuance of notes for the purpose of funding the deficit for
the fiscal year ending June 30, 2009, all authorized debt to fund the Connecticut Development Authority’s tax
increment bond program, any indebtedness represented by agreements entered into pursuant to certain
provisions of the General Statutes, provided the indebtedness in connection with which such agreements were
entered into shall be included in such aggregate amount of indebtedness, any indebtedness issued for the
purpose of meeting cash flow needs, and any indebtedness issued for the purpose of covering emergency needs
in times of natural disaster. For purposes of the debt limit statute, all bonds and notes issued or guaranteed by
the State and payable from General Fund tax receipts are counted against the limit, except for the exclusions or
deductions described above. In addition, the amount of authorized but unissued debt for the UConn 2000
program is limited to the amount permitted to be issued under the cap. See Types of Direct General
Obligation Debt — UConn 2000 Financing.

Under the General Statutes, the Treasurer is required to compute the aggregate amount of
indebtedness as of January 1 and July 1 each year and to certify the results of such computation to the
Governor and the General Assembly. If the aggregate amount of indebtedness reaches 90% of the statutory
debt limit, the Governor shall review each bond act for which no bonds, notes or other evidences of
indebtedness have been issued, and recommend to the General Assembly priorities for repealing authorizations
for remaining projects.

The total tax receipts for the fiscal year beginning July 1, 2009 as last estimated by the General
Assembly’s joint standing committee on finance, revenue and bonding, and the calculation of the debt limit,
the aggregate amount of outstanding debt and of authorized but unissued debt subject to such limit, and the
debt incurring margin, all as of February 1, 2010, is described in the following table.
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TABLE 7
Statutory Debt Limit
as of February 1, 2010

Total General Fund Tax Receipts $10,927,600,000
Multiplier 1.6
Debt Limit $17,484,160,000
Outstanding Debt™® $10,899,304,364
Guaranteed Debt™® $ 828,027,441
Authorized Debt $ 3.406,545,538
Total Subject to Debt Limit $15,133,877,343
Less Debt Retirement Funds'? $ 23,382,559
Aggregate Net Debt $15,110,494,784
Debt Incurring Margin $ 2,373,665,216

(a) See Table 8. Includes accreted value of capital appreciation bonds. Excludes $915,795,000 General Obligation
Notes (Economic Recovery 2009 Series A), Pension Obligation Bonds, UConn 2000 Bonds, tax increment
financings, short term revenue anticipation notes, CCEDA Bonds, CHFA Supportive Housing Bonds and lease
financings other than the Middletown Courthouse and the Juvenile Training School.

(b) See OTHER FUNDS, DEBT AND LIABILITIES — Contingent Liability Debt. Guarantees for certain
outstanding debt of Southeastern Connecticut Water Authority and UConn 2000 Bonds. Excludes accreted value
of UConn 2000 capital appreciation bonds.

(¢)  Includes guarantee for UConn 2000 Bonds authorized but unissued under cap for 2009-10 fiscal year.

(d)  Includes debt service funds for self-liquidating debt issued to finance facilities at the University of Connecticut and
Connecticut State University.

SOURCE: State Treasurer’s Office

State Bond Commission. The general obligation bond procedure act establishes the State Bond
Commission and empowers it to authorize the issuance of general obligation bonds for purposes and in
amounts and subject to other limits established by the legislature in a bond act. The Commission consists of
the Governor, the Treasurer, the Comptroller, the Attorney General, the Secretary of the Office of Policy and
Management (“OPM”), the Commissioner of the Department of Public Works, and the Co-Chairpersons and
Ranking Minority Members of the Joint Standing Committee on Finance, Revenue and Bonding of the General
Assembly. The Secretary of OPM serves as secretary to the Commission.

Subject to satisfaction of certain conditions, the Commission may authorize the issuance of general
obligation bonds by the approving vote of at least a majority of the Commission, upon a finding that such
authorization will be in the best interest of the State. Upon authorization, the principal amount of bonds so
authorized is deemed an appropriation of such amount for such purpose or project and, subject to allotment
thereof by the Governor, contracts may be awarded and obligations incurred with respect to the project or
purpose, in amounts not exceeding the authorized principal amount, notwithstanding the fact that the contracts
and obligations may at a particular time exceed the amount of the proceeds from the sale of such bonds
received by the State up to that time. The Commission also determines the terms and conditions of the bonds
authorized or delegates such determination to the Treasurer. The Commission generally meets monthly in
formal session.
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Types of Direct General Obligation Debt

Bond Acts. Pursuant to various public or special bond acts, the General Assembly empowers the State
Bond Commission to authorize bonds for a variety of projects or purposes. Each bond act is usually specific as
to its projects or purposes and the amount of bonds to be issued therefor, although each bond act may contain
several projects or purposes. Each bond act also usually sets forth a maximum maturity of the bonds.

The types of projects and purposes for which the State has authorized general obligation debt include
the following: acquisition, construction, renovation and improvement of buildings and facilities for State
departments and agencies, educational institutions, prisons, college and university facilities, library facilities
and courthouses, acquisition of development rights to preserve open space and farmland, and the provision of
grants and loans to promote economic development within the State. Some bonds authorized for university
and college facilities are self-liquidating, and certain fees and charges collected by the college or university are
set aside and used to service the debt on these bonds. Bonds are also authorized to fund a wide variety of grant
programs. Such grants are made to local governments for local school construction projects or to finance a
variety of local government, economic development, highway, bridge and other capital improvement projects.
Certain bonds are authorized to finance grants and loans to local housing authorities and developers of
affordable housing. Other general obligation debt finances grants and loans to municipalities for design and
construction of water pollution control facilities, in addition to loans that are financed under the State’s Clean
Water revenue bond program.

Teachers’ Retirement Fund Pension Obligation Bonds. Legislation passed in 2007 authorized the
issuance of pension obligation bonds to fund up to $2 billion of the unfunded accrued liability in the Teachers’
Retirement Fund plus capitalized interest and issuance costs. In April 2008 the State issued $2,276,578,270.75
of such bonds. The public act also requires the State to appropriate annually the actuarially-determined annual
required contribution to the Teachers’ Retirement Fund, while the bonds are outstanding. The bonds are
general obligations of the State, but do not count against the State’s debt limit.

UConn 2000 Financing. The General Assembly has enacted two acts for the financing of projects at
the University of Connecticut. In 1995 the General Assembly established the University of Connecticut as a
separate corporate entity and instrumentality of the State that is empowered to issue bonds and construct the
infrastructure improvements contemplated by the act for the University of Connecticut. The estimated costs of
the infrastructure improvements set forth in the act totaled $1,250 million to be financed over a 10-year period.
In 2002 the General Assembly extended the existing UConn 2000 financing program for an additional 10 years
from July 1, 2005 through June 30, 2015 and increased the total estimated project costs to $2,598 million. In
2007 the General Assembly extended the UConn 2000 financing program to June 30, 2016. The act
authorized the University to borrow money to finance the UConn 2000 projects and to refund such financings.
Such borrowings are to be general obligations of the University payable from any revenues or assets of the
University and may be secured by pledges of the University’s revenues or assets other than mortgages.

The UConn 2000 projects are to be financed by $18 million general obligation bonds of the State and
$2,262 million bonds of the University which are secured by the State’s debt service commitment, which is an
annual amount for any debt service requirements when due and payable. The balance of the estimated cost of
UConn 2000 projects may be met by the issuance of special obligation bonds of the University or from gifts or
other revenue or borrowing resources of the University. Under the act, appropriations of all amounts of the
State’s debt service commitment are made out of the resources of the State’s General Fund and the State
Treasurer is obligated to make such payments. For this reason, all general obligation borrowings by the
University are treated as part of the State’s general obligation debt. The amount of the University’s bonds
which are secured by the State’s debt service commitment is capped for each fiscal year, but any amount not
used may be carried forward to future fiscal years. The cap does not apply to bonds issued to finance any
special capital reserve fund or other debt service reserve fund, costs of issuance or capitalized interest. The
amount of bonds issued by the University and secured by the State’s debt service commitment, except for the

I11-36



accreted value of any capital appreciation bonds, and the amount of bonds which are authorized to be issued in
a fiscal year under the cap are counted against the State’s debt limit.

The total amount of University bonds and State general obligation bonds authorized by the acts is
approximately $336.4 million less than the estimated costs of the infrastructure improvements set forth in the
acts. This difference is expected to be addressed by capital cost reductions, deferring certain projects to a
future date, and by securing additional funding sources, such as private fundraising and special obligation
bonds. Special obligation bonds are to be secured by particular revenues of the University pledged therefore,
are not subject to the cap on the University’s general obligation bonds and are not counted against the State’s
debt limit.

The form of master resolution for bonds secured by the State’s debt service commitment must be
approved by the State Bond Commission, as must any substantive amendment thereto. Each resolution
approved by the University to borrow money, including bonds secured by the State’s debt service
commitment, may be rejected by the Governor within thirty days of submission. All borrowing by the
University is to be undertaken by the State Treasurer.

Lease Financing. The State has issued certificates of participation for the development of courthouse
facilities and an energy facility at a juvenile training school, based upon State rental payments under a lease
purchase agreement between the State and the project developer. The State has treated this method of lease
financing as general obligation debt. However, the State has entered into other leasing arrangements for the
development of government facilities which are not treated as general obligation debt, most often in
circumstances where the lease is a standard lease or the State is not a participant in the securitization of rental
payments under the lease.

Tax Increment Financing. In 1992 the General Assembly authorized the Connecticut Development
Authority to issue tax increment bonds for certain types of economic development projects. Under the
program the amount of such bonds that may be issued is limited so that the debt service on the bonds may not
exceed the estimated increases in the sales tax and the admissions, cabaret and dues taxes generated by the
project and allocated by the Authority for debt service on the bonds. Under the General Statutes, debt service
on the bonds is required to be paid from such tax receipts (whether or not the actual tax receipts equal or
exceed the estimated amount) and is deemed appropriated from the General Fund. The State has classified
such tax increment bonds as general obligation debt. No such tax increment bonds may be issued without the
approval of the State Bond Commission and no commitments for new projects under this program may be
approved by the Authority on or after July 1, 2012.

Supportive Housing Financing. In 2005 the General Assembly directed the Connecticut Housing
Finance Authority (“CHFA”) in conjunction with other state agencies to develop a collaborative plan to create
affordable housing and support services for specified eligible persons and families up to a specified number of
units. The program is to be funded in part through mortgages, tax credits and grants from CHFA and the
Department of Economic and Community Development. CHFA is authorized to issue bonds in support of the
program and the State Bond Commission has authorized the Treasurer and OPM to enter into a contract to
provide State assistance and pay debt service on the bonds in the form of payments of principal, interest,
interest swap payments, liquidity fees, letter of credit fees, trustee fees and other similar bond-related expenses.
Bonds supported by such state assistance shall not exceed $105 million in the aggregate. Any provision in the
contract providing for the payments of annual debt service will constitute a full faith and credit obligation of
the State, and any bonds for which the State provides assistance will be excluded from the State’s debt limit.

Economic Recovery Notes. In 2009, the General Assembly authorized the Treasurer to issue notes to
fund the State’s budget deficit for the fiscal year ending June 30, 2009, to pay costs of issuance of such notes
and certain interest payable or accrued on such notes and to exempt these notes from the overall limit on state
debt.
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Certain Short-Term Borrowings. The General Statutes authorize the Treasurer, subject to the
approval of the Governor, to borrow such funds, from time to time, as may be necessary, and to issue
obligations of the State therefor, which shall be redeemed by the Treasurer whenever, in the opinion of the
Treasurer, there are funds in the treasury available for such purpose. The State has established programs of
temporary note issuances from time to time to cover periodic cash flow requirements. No temporary notes are
outstanding and none have been issued since 1991.

On June 18, 2009, pursuant to the Treasurer’s request and the Governor’s approval to borrow funds on
a temporary basis from time to time on behalf of the State, the Treasurer arranged with a group of banks a 3