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In the opinion of Bond Counsel, (i) assuming compliance with certain covenants described herein, under existing
statutes, regulations, and decisions, interest on the Series B Bonds will be excludable from gross income for federal income
tax purposes and will not be includable in the alternative minimum taxable income of individuals, corporations or other
taxpayers as an enumerated item of tax preference or other specific adjustment and, (i) by the terms of the Act, the Series B
Bonds, their transfer, the interest payable thereon, and any income derived therefrom, including any profit realized in their
sale or exchange, are exempt from taxation of every kind and nature whatsoever by the State of Maryland, or by any of its
political subdivisions, municipal corporations, or public units of any kind, except that no opinion is expressed as to estate
or inheritance taxes, or other taxes not levied or assessed directly on the Series B Bonds, their transfer or income therefrom.
See “Tax Matters”.
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Dated: Date of Delivery Due June 1, as shown below

The Series B Bonds are issuable only as fully registered bonds and initially will be registered in the name of Cede & Co.,
as registered owner and nominee for The Depository Trust Company, New York, New York (“DTC”) which will act as securities
depository for the Series B Bonds. Purchases of the Series B Bonds will be in book-entry form only, in principal amounts of
$5,000, or any integral multiple thereof. Interest on the Series B Bonds is payable June 1, 2008 and semiannually thereafter
on December 1 and June 1 of each year to DTC by Manufacturers and Traders Trust Company (successor by merger to Allfirst
Bank), as trustee (the “Trustee”). DTC will remit such payments to participating financial organizations for subsequent
disbursement to beneficial owners of the Series B Bonds. Additional information is contained under the caption “The Series B
Bonds” herein.

The Series B Bonds are subject to redemption prior to maturity at the time, under the conditions and at the prices set forth
under “The Series B Bonds” herein.

The Series B Bonds are special obligations of the Community Development Administration (the
“Administration”), an agency in the Division of Development Finance of the Maryland Department of Housing
and Community Development (the “Department”), payable solely from the Revenues and property of the
Administration pledged therefor under the Bond Resolution providing for the issuance of the Series B Bonds.
The Series B Bonds of the Administration shall not be a debt of, and do not pledge the faith, credit or taxing
power of the State, the Department, the Administration or any political subdivision, and shall be payable solely
from the Revenues and property provided for in the Bond Resolution and in the Act. The Administration has no
taxing power.

Interest Interest
Year Amount Rate%* Yield%* CUSIP Year Amount Rate%* Yield%* CusSsIpP
2008  $1,000,000 4.000% 3.300% 57419PNGO 2018  $1,405,000 4.000% 3.900%71 57419PNS4

2009 1,035,000 4.000 3.320 57419PNH8 2019 1,465,000  4.000 3.9507  57419PNT2
2010 1,075,000 3.500 3.340 57419PNJ4 2020 1,525,000  4.000 4.000 57419PNU9
2011 1,115,000 3.500 3.400 57419PNK1 2021 1,590,000  4.000 4.050 57419PNV7
2012 1,160,000 3.500 3.450 57419PNL9 2022 1,650,000  4.125 4.125 57419PNW5
2013 1,200,000 3.500 3.500 57419PNM7 2023 965,000  4.125 4.150 57419PNX3
2014 1,250,000 3.500 3.550 57419PNN5 2024 1,005,000  4.125 4.180 57419PNY1
2015 1,300,000 3.500 3.600 57419PNPO 2025 1,050,000  4.125 4.210 57419PNZ8
2016 1,300,000 3.625 3.700 57419PNQ8 2026 1,045,000  4.250 4.2407  57419PPA1l
2017 1,350,000 3.750 3.800 57419PNR6 2027 1,090,000  4.250 4.270 57419PPB9

fPriced to call on June 1, 2017

*The interest rates shown above are the interest rates payable by the Administration resulting from the successful bid for the Series B Bonds
on October 30, 2007 by a group of investment banking firms. The interest rates, prices or yields were furnished by the successful bidder for
the Series B Bonds. Other information concerning the terms of reoffering of the Series B Bonds, if any, should be obtained from the successful
bidder and not from the Administration or the Department.

Payment of the principal of and interest on the Series B Bonds when due will be insured by a financial guaranty insurance
policy to be issued by Ambac Assurance Corporation simultaneously with the delivery of the Series B Bonds.

Ambac

The Series B Bonds are offered for delivery when, as and if issued, subject to the opinion of McKennon Shelton & Henn
LLE Baltimore, Maryland, Bond Counsel, as to the validity of the Series B Bonds and the excludability from gross income of
interest thereon for federal income tax purposes. Certain legal matters will be passed upon for the Administration by an Assistant
Attorney General of the State of Maryland as Counsel to the Department. It is expected that the Series B Bonds in definitive form
will be available for delivery to DTC in New York, New York on or about November 14, 2007.

This cover page contains certain information for quick reference only. It is not a summary of this Official Statement.
Investors must read the entire Official Statement to obtain information essential to the making of an informed decision.



No dealer, broker, salesman or other person has been authorized by the Administration to give any information or to
make any representations, other than those contained in this Official Statement, and, if given or made, such other information or
representations must not be relied upon as having been authorized by any of the foregoing. 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 Series B Bonds by any person in
any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. The information set forth herein
has been furnished by the Administration and by other sources which are believed to be reliable but is not guaranteed as to
accuracy or completeness, and is not to be construed as a representation by the Administration as to information from sources
other than the Administration.

All quotations from and summaries and explanations of provisions of laws and documents herein do not purport to be
complete and reference is made to such laws and documents for full and complete statements of their provisions. All statements
made in this Official Statement involving estimates or matters of opinion, whether or not expressly so stated, are intended merely
as estimates or opinions and not as representations of fact. The information and expressions of opinion herein are subject to
change without notice, and neither the delivery of this Official Statement nor any sale of the Series B Bonds shall under any
circumstances create any implication that there has been no change in the affairs of the Administration since the date hereof.

No registration statement relating to the Series B Bonds has been filed with the United States Securities and Exchange
Commission or with any state security agency, nor has the Bond Resolution been qualified under the Trust Indenture Act of
1939, as amended, in reliance upon exemptions contained in such acts. The Series B Bonds have not been approved or
disapproved by the Securities and Exchange Commission or any state securities agency nor has the Securities and Exchange
Commission or any state securities agency passed upon the accuracy or adequacy of this Official Statement. Any representation
to the contrary may be a criminal offense.

CUSIP numbers on the cover page of this Official Statement are copyright 2007 by the American Bankers Association.
CUSIP data herein is provided by Standard & Poor’s, CUSIP Service Bureau, a division of The McGraw-Hill Companies, Inc.
and neither the Administration nor the Department takes any responsibility for the accuracy thereof. These data are not intended
to create a database and do not serve in any way as a substitute for the CUSIP Service.

IN CONNECTION WITH THIS OFFERING THE PURCHASERS MAY OVER-ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF THE SERIES B BONDS AT
LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING,
IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

THE INITIAL PUBLIC OFFERING PRICES SET FORTH ON THE COVER OF THIS OFFICIAL
STATEMENT MAY BE CHANGED BY THE PURCHASERS, AND THE PURCHASERS MAY OFFER TO SELL THE
SERIES B BONDS TO CERTAIN DEALERS AND OTHERS AT PRICES LOWER THAN THE OFFERING PRICES AS
SET FORTH ON THE COVER PAGE.
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OFFICIAL STATEMENT
of the
Community Development Administration
Maryland Department of Housing and Community Development

Relating to
$24,575,000
Local Government Infrastructure Bonds
(Ambac Insured)
2007 Series B

INTRODUCTION

The purpose of this Official Statement, which includes the cover page and the Appendices,
is to set forth information in connection with the sale by the Community Development
Administration (the “Administration”), an agency in the Division of Development Finance of the
Department of Housing and Community Development (the “Department”), a principal department
of the government of the State of Maryland (the “State” or “Maryland”), of its Local Government
Infrastructure Bonds (Ambac Insured), 2007 Series B (the “Series B Bonds™). The Administration
is authorized to issue the Series B Bonds pursuant to Sections 4-101 through 4-255 of the Housing
and Community Development Article of the Annotated Code of Maryland, as amended (the “Act”);
a resolution providing for the issuance of Local Government Infrastructure Bonds (Ambac Insured)
adopted by the Administration as of February 1, 2002, as amended and supplemented (the “Bond
Resolution”) and appointing Manufacturers and Traders Trust Company (successor by merger to
Allfirst Bank), a New York banking corporation with trust powers and having a corporate trust
office in Baltimore, Maryland, as trustee (the “Trustee”); and a series resolution authorizing the
issuance of the Series B Bonds which will be adopted by the Administration prior to the issuance of
the Series B Bonds (the “Series Resolution™). The Bond Resolution and the Series Resolution are
collectively called the “Resolutions”.

The Series B Bonds are the ninth Series of Bonds issued under the Bond Resolution. The
Series B Bonds, the Bonds previously issued under the Bond Resolution and any additional bonds
which the Administration may issue under the Bond Resolution (collectively called the “Bonds™)
are and will be on a parity, equally and ratably secured under the Bond Resolution, except for
Subordinated Bonds which will not be on a parity, equally and ratably secured under the Bond
Resolution. As of July 1, 2007, $72,410,000 principal amount of Bonds were outstanding,
consisting of eight Series of Bonds which financed Infrastructure Loans (hereinafter defined) for
twenty-eight Local Governments.

The Bond Resolution authorizes the Administration to issue Bonds to provide funds to
finance or refinance loans or portions of loans to, or to purchase obligations of (collectively, the
“Infrastructure Loans”) Local Governments (as such term is defined in the Bond Resolution, see
Appendix E - “SUMMARY OF CERTAIN PROVISIONS OF THE BOND RESOLUTION -
Certain Definitions”) participating in the Program. The Infrastructure Loans are to be funded with
proceeds of the Bonds, for any undertaking, project or facility that is planned, acquired, owned,
developed, constructed, reconstructed, rehabilitated, or improved by or on behalf of one of the
State’s 23 counties and Baltimore City (a “County”) or a municipal corporation in Maryland
subject to the provisions of Article XI-E of the Maryland Constitution (a “Municipality”) in order
to provide the essential physical elements that constitute the basis of the public service system (the
“Infrastructure Projects”) and to pay bond issuance costs. Each Infrastructure Loan must be
evidenced by bonds, notes, repayment agreements, instruments or other obligations of the Local
Government (the “Local Obligations™) approved in writing by Ambac Assurance Corporation



(“Ambac” or the “Insurer”). The Bond Resolution requires that prior to the issuance of the Bonds,
the Administration obtain a financial guaranty insurance policy on the Bonds (the “Policy”) from
Ambac.

The Series Resolution authorizes the issuance of the Series B Bonds to finance an aggregate
principal amount of $24,575,000 of Infrastructure Loans for four Local Governments.

Brief descriptions of the Series B Bonds, the security for the Bonds and the Policy are
included in this Official Statement. Descriptions of the Department and the Administration and the
Program can be found in Appendices A and B, respectively, to this Official Statement. A list of the
Local Governments and Infrastructure Projects the Administration expects to finance and refinance
with the proceeds of the Series B Bonds is included in this Official Statement in Appendix C. A
list of the Local Governments and Infrastructure Projects the Administration has financed with the
proceeds of the Bonds previously issued under the Bond Resolution is included in this Official
Statement as Appendix D. A summary of certain provisions of the Bond Resolution is included in
this Official Statement as Appendix E and the proposed form of the opinion of Bond Counsel is
included in this Official Statement as Appendix F. The Notice of Sale and form of bid proposal are
included in this Official Statement as Appendix G. Audited and unaudited financial statements of
the Administration’s Local Government Infrastructure Bonds (Ambac Insured) are included in this
Official Statement as Appendix H. A copy of the form of the Policy is included in this Official
Statement as Appendix I. The appendices to this Official Statement constitute a part of this
Official Statement and contain information which any potential investor should read in
conjunction with the other parts of this Official Statement in order to make an informed
investment decision.

Certain capitalized terms are defined in Appendix E - “SUMMARY OF CERTAIN
PROVISIONS OF THE BOND RESOLUTION - Certain Definitions.” Capitalized terms not
otherwise defined herein are used as defined in the Resolutions. All references herein to the
Resolutions and other documents and agreements are qualified in their entirety by reference to such
documents and agreements, and references herein to the Series B Bonds are qualified in their
entirety by reference to the form thereof included in the Series Resolution and the information with
respect thereto included in the Resolutions, documents and agreements, copies of which are
available for inspection at the office of the Administration located at 100 Community Place,
Crownsville, Maryland 21032-2023. Inquiries for documents or concerning this Official
Statement should be directed to Investor Relations, at telephone: 410-514-7326, fax: 410-514-
7431 or email: cda_bonds@mdhousing.org.

THE SERIES B BONDS
General Description

The Series B Bonds will be dated the date of their delivery (the “Delivery Date™). The
Series B Bonds will be issuable only as fully registered bonds in denominations of $5,000 each or
any integral multiple thereof. The Series B Bonds initially will be registered in the name of Cede
& Co., as registered owner and nominee for The Depository Trust Company, New York, New
York (“DTC”) which will act as securities depository for the Series B Bonds. Purchases of the
Series B Bonds will be in book-entry form only. See “DTC and Book-Entry” below for a
description of DTC and the book-entry system. The Series B Bonds will mature in the years and
amounts set forth on the cover page of this Official Statement and will bear interest from the
Delivery Date, payable semiannually on June 1 and December 1 of each year, commencing June 1,
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2008, to DTC by the Trustee. If any such dates are not business days, then such payments will be
made on the next business day. Interest will be calculated on the basis of a 360-day year consisting
of twelve 30-day months.

Plan of Financing

Financing of New Infrastructure Loans. The Administration will apply a portion of the
proceeds of the Series B Bonds to finance an aggregate principal amount of $22,379,600 of new
Infrastructure Loans (the “New Loans”) for three Local Governments. See Appendix C —
“LOCAL GOVERNMENTS AND LOCAL OBLIGATIONS—Infrastructure Loans Expected to
be Financed with a Portion of the Proceeds of the Series B Bonds”. Upon the issuance of the
Series B Bonds, a portion of the proceeds allocable to the New Loans will be deposited to the
credit of the Infrastructure Loan Fund in accordance with the terms of the Resolutions. Such
amounts will be disbursed by the Trustee to finance the New Loans in accordance with the
requirements of the Resolutions and the Program. See Appendix B — “THE PROGRAM”.

Refunding of Outstanding Infrastructure Loans. The Administration will apply a portion
of the proceeds of the Series B Bonds in the amount of $2,195,400 (the “Refunding Proceeds™)
to currently refund a portion of certain principal maturities of the Administration’s Infrastructure
Financing Bonds (Ambac Insured), 1995 Series A (the “Series 1995A Bonds”) and a portion of
certain principal maturities of its Infrastructure Financing Bonds (MBIA Insured), 1997 Series A
(the “Series 1997A Bonds”). The Series 1995A Bonds and the Series 1997A Bonds are referred
to hereinafter, collectively, as the “Refunded Bonds.” The Refunded Bonds financed or
refinanced certain Infrastructure Loans to one of the Local Governments (the “Prior Loans”).
See Appendix C — “LOCAL GOVERNMENTS AND LOCAL OBLIGATIONS” --
Infrastructure Loans Expected to be Refunded with a Portion of the Proceeds of the Series B
Bonds.

The Series 1995A Bonds were issued pursuant to the Resolution Providing for the
Issuance of Infrastructure Financing Bonds (Ambac Insured) of the Administration, adopted as
of January 1, 1989 and a Series Resolution Providing for the Issuance and Sale of Infrastructure
Financing Bonds (Ambac Insured), 1995 Series A, adopted as of April 1, 1995 (collectively, the
“1995 Resolution”). The Series 1997A Bonds were issued pursuant to the Resolution Providing
for the Issuance of Infrastructure Financing Bonds (MBIA Insured) of the Administration,
adopted as of May 1, 1996 and a Series Resolution Providing for the Issuance and Sale of
Infrastructure Financing Bonds (MBIA Insured), 1997 Series A, adopted as of April 15, 1997
(collectively, the “1997 Resolution). The 1995 Resolution and the 1997 Resolution are referred
to hereinafter, collectively, as the “Prior Resolutions.”

Upon the issuance of the Series B Bonds, the Refunding Proceeds will be deposited to the
credit of the Infrastructure Loan Fund in accordance with the terms of the Resolutions. Such
amounts shall be transferred to the trustee for the Refunded Bonds for deposit in an escrow
account within the respective Redemption Fund created under the Prior Resolutions and applied
to pay the redemption price of the Refunded Bonds on or about January 2, 2008, as directed by
the Administration. The Refunding Proceeds will be pledged only to the payment of the
Refunded Bonds, and will not be available for the payment of principal of, premium, if any, or
interest on the Series B Bonds.



Payment of Cost of Issuance. The Administration will directly apply $507,791.00 of the
proceeds of the Series B Bonds to the payment of the total costs of issuing the Series B Bonds.
The Administration will directly net $245,749.83 of the proceeds of the Series B Bonds as the
underwriter’s discount of $231,611.58, plus an original issue discount of $14,138.25.

Application of Series B Bond Proceeds

Series B Bonds. The proceeds of the sale of the Series B Bonds will be applied and
deposited as follows:

Infrastructure Loan Fund $21,917,100.00
Redemption Fund 2,150,109.00
Costs of Issuance Account'” 262,041.17
Original Issue Discount 14,138.25
Underwriter’s Discount 231,611.58
Total Series B Bonds $24,575,000.00

O

Includes bond insurance costs, certain fees and expenses of the Administration, the Trustee, printing costs and other miscellaneous expenses.

Redemption Provisions

Optional Redemption. The Series B Bonds maturing on or after June 1, 2018, are subject to
redemption, at the option of the Administration, in whole or in part at any time, on or after June 1,
2017, at the principal amount thereof, plus accrued interest thereon.

Special Redemption. The Series B Bonds are subject to special redemption at the principal
amount thereof, plus accrued interest thereon, at the option of the Administration, in whole or in
part, at any time, without premium from (1) Series B Bonds proceeds deposited in the
Infrastructure Fund and not used to finance an Infrastructure Loan, and (2) amounts on deposit in
the Surplus Fund.

General Provisions. Any Bonds to be purchased or redeemed, except by a Sinking Fund
Installment, shall be purchased or redeemed only upon receipt by the Trustee of a certificate signed
by an Authorized Officer which sets forth the following: (1) the Series of Bonds to be purchased or
redeemed, (2)the maturities within such Series from which Bonds are to be purchased or
redeemed, (3) the principal amount and maximum price of Bonds within such maturities to be
purchased or redeemed, (4)the amount, if any, to be transferred from other moneys to pay
applicable redemption premiums or purchase prices, and (5) if any of the Bonds to be purchased or
redeemed are Term Bonds, the years in which and amounts by which the applicable Sinking Fund
Installments are to be reduced.

If more than one Series of Bonds is outstanding, the Administration may choose any
outstanding Series of Bonds and maturities within such Series to be redeemed from prepayments of
Infrastructure Loans or from moneys in the Surplus Fund; under such circumstances, there can be
no assurance that any particular Series of Bonds or maturity within a Series of Bonds will not be
called for redemption.

Not fewer than 30 days before the date fixed for redemption, notice of redemption is to be
given as provided in the Bond Resolution (see Appendix E - “SUMMARY OF CERTAIN
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PROVISIONS OF THE BOND RESOLUTION - Publication of Notices”), but failure to give any
such notice will not affect the validity of any proceedings for redemption of other Bonds of such
Series. The Administration may provide in a Series Resolution for shorter or longer periods for the
publication of redemption notice for any Series of Bonds, including, without limitation, redemption
of any Series of Bonds with no prior notice to Bondholders. If fewer than all of the Bonds of a
Series having the same maturity are called for redemption, the particular Bonds or units of fully
registered Bonds to be redeemed are to be selected by the Trustee by lot using such method of
selection as it shall deem proper pursuant to the Bond Resolution. All Bonds called for redemption
will cease to accrue interest on the specified redemption date and shall no longer be considered
Outstanding under the Bond Resolution, provided that funds sufficient for the redemption of such
Bonds are deposited with the Trustee. Upon presentation and surrender of Bonds called for
redemption at the place or places of payment, together with a written instrument of transfer duly
executed by the owner thereof or by the owner’s attorney duly authorized in writing, such Bonds
are to be paid and redeemed. See “DTC and Book-Entry” below for a description of redemption
procedures under DTC’s book-entry system.

The Administration has covenanted that it will not, at any time, cause Bonds to be
purchased or redeemed, if this would have any material adverse effect on its ability to pay, when
due, the principal of and interest on the Bonds Outstanding after such purchase or redemption.
Accordingly, the Administration will select the maturities within each Series of Bonds to be
purchased or redeemed (which may include maturities with the highest interest rate) in a manner
which will enable the Administration to pay, when due, such principal and interest.

DTC and Book-Entry

At the time of delivery of the Series B Bonds, DTC will act as securities depository for the
Series B Bonds. The ownership of one fully registered Series B Bond for each maturity, in the
aggregate principal amount of such maturity, initially will be registered in the name of Cede & Co.,
as nominee for DTC, or such other name as may be requested by an authorized representative of
DTC, and deposited with DTC or its designated custodian. DTC, the world’s largest 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 York 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 2.2 million issues of U.S.
and non-U.S. equity, 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, in
turn, is owned by a number of Direct Participants of DTC and Members of the National Securities
Clearing Corporation, Fixed Income Clearing Corporation and Emerging Markets Clearing
Corporation (NSCC, FICC and EMCC, also subsidiaries of DTCC), as well as by the New York
Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association of
Securities Dealers, Inc. 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
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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 Series B Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series B Bonds on DTC’s records. The ownership
interest of each actual purchaser of each Series B Bond (“Beneficial Owner”) is in turn to be
recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not receive
written confirmation from DTC of their purchase. Beneficial Owners are, however, expected to
receive written confirmations 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 Series B Bonds are to be accomplished
by entries made on the books of Direct or Indirect Participants acting on behalf of Beneficial
Owners. Beneficial Owners will not receive certificates representing their ownership interests in
Series B Bonds, except in the event that use of the book-entry system for the Series B Bonds is
discontinued.

To facilitate subsequent transfers, all Series B 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 Series B 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
Series B Bonds; DTC’s records reflect only the identity of the Direct Participants to whose
accounts such Series B Bonds are credited, which may or may not be the Beneficial Owners. The
Direct or Indirect Participants will remain responsible for keeping account of their holdings on
behalf of their customers.

The Trustee will make payments of principal of, redemption premium, if any, and interest
on the Series B Bonds to Cede & Co., or such other DTC nominee as may be requested by an
authorized representative of DTC. DTC’s current practice is to credit Direct Participants’ accounts
upon DTC’s receipt of funds and corresponding detailed information from the Trustee, 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
Administration or the Trustee, subject to any statutory or regulatory requirements as may be in
effect from time to time. Payment of principal, premium (if any) and interest to Cede & Co. (or
such other nominee as may be requested by an authorized representative of DTC) is the
responsibility of the Administration or the Trustee, disbursement of such payments to Direct
Participants is the responsibility of DTC, and disbursements of such payments to the Beneficial
Owners entitled thereto is the responsibility of Direct and Indirect Participants. DTC, the Trustee
and the Administration are not responsible for and make no representations concerning the manner
of, or any charges that may be associated with, payments by Direct Participants or Indirect
Participants to Beneficial Owners.



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. If less than all of the Series B Bonds are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct
Participant to be redeemed.

DTC, Cede & Co. or such other DTC nominee will not consent or vote with respect to the
Series B Bonds, unless authorized by a Direct Participant in accordance with DTC’s Procedures.
Under its usual procedures, DTC mails an omnibus proxy to the Administration as soon as possible
after the record date for any consent or vote. The omnibus proxy assigns Cede & Co.’s consenting
or voting rights to those Direct Participants to whose accounts the Series B Bonds are credited on
the record date (identified in a listing attached to the omnibus proxy).

Neither the Department nor the Administration nor the Trustee will have any
responsibility or obligation to the Direct Participants or the Beneficial Owners with respect
to (A) the accuracy of any records maintained by DTC or any Participant; (B) the payment
by any Participant of any amount due to any Beneficial Owner in respect of the principal
of and premium, if any, and interest on the Series B Bonds; (C) the delivery or timeliness of
delivery by any Participant of any notice to any Beneficial Owner which is required or
permitted under the terms of the Resolutions to be given to Bondholders; or (D) any other
action taken by DTC, or its nominee, Cede & Co., as Bondholder, including the
effectiveness of any action taken pursuant to an Omnibus Proxy.

The Administration and the Trustee cannot give any assurances that DTC will distribute
payments of principal of, redemption premium, if any, and interest on the Series B Bonds paid to
DTC or its nominee, as the registered owner, or any redemption or other notices, to the Direct
Participants or that they will do so on a timely basis, that Direct Participants or Indirect Participants
will distribute to Beneficial Owners any payments or notices received by them or do so on a timely
basis, or that DTC will serve and act in the manner described in this Official Statement.

So long as Cede & Co. is the registered owner of the Series B Bonds, as nominee of DTC,
references in this Official Statement to the owners of the Series B Bonds shall mean Cede & Co.
and shall not mean the Beneficial Owners and Cede & Co. will be treated as the only Bondholder
of Series B Bonds for all purposes under the Resolutions.

The Administration may enter into amendments to the agreement with DTC or successor
agreements with a successor securities depository, relating to the book-entry system to be
maintained with respect to Series B Bonds without the consent of Beneficial Owners or
Bondholders.

DTC may discontinue providing its services as a securities depository with respect to the
Series B Bonds at any time by giving reasonable notice to the Administration or Trustee. Under
such circumstances, in the event that a successor depository is not obtained, bond certificates for
the Series B Bonds will be printed and delivered. The Administration may decide to discontinue
use of the system of book-entry transfers through DTC (or a successor securities depository). In
that event, bond certificates for the Series B Bonds will be printed and delivered.
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Information in this section concerning DTC and DTC’s book-entry system has been
obtained from sources that the Administration believes to be reliable, but the Administration takes
no responsibility for the accuracy thereof.

Definitive Bonds

DTC (or a successor securities depository) may discontinue providing its service with
respect to the Series B Bonds at any time by giving notice to the Administration or the Trustee.
Under such circumstances, in the event a successor securities depository is not obtained,
certificates for the Series B Bonds are required to be printed and delivered. In addition, the
Administration, in its sole discretion and without the consent of any other person, may not use or
may terminate the services of DTC (or a successor securities depository). Under such
circumstances, the Series B Bonds will be delivered as provided in the Resolutions, and registered
in accordance with the instructions of the purchasers, and the following requirements of the
Resolutions will apply. Interest on the Series B Bonds will be payable: (a) by check or draft mailed
by the Trustee to the registered owner thereof, or (b) upon the request of a registered owner of any
Series B Bonds having a principal amount of $1,000,000 or more, by wire transfer from the Trustee
to the registered owner thereof. The principal of and redemption premium, if any, on the Series B
Bonds are payable at the principal office of the Trustee, or its successor, upon presentation of any
Series B Bonds on or after the date of maturity or redemption. Each exchange or transfer of any
Series B Bonds may require the payment by the registered owner of any tax, fee or other charge
imposed by law and a reasonable transfer fee of the Trustee. The Administration shall not be
obligated to make any such exchange or transfer of Bonds of any Series during the fifteen business
days next preceding an Interest Payment Date on the Bonds of such Series, or in the case of any
proposed redemption of Bonds of such Series, after the giving of notice calling such Bonds or
portions thereof for redemption.

SECURITY FOR THE BONDS
Pursuant to the Bond Resolution, the security for the Bonds is a pledge of and lien on:

(1) proceeds of the sale of Bonds (other than proceeds deposited in trust for the
retirement of Outstanding Bonds, including the Refunded Bonds),

2) all Local Obligations acquired by the Administration,
3) the Administration’s right, title and interest in all Infrastructure Loans,

4) all Revenues (primarily payments of principal of and interest on
Infrastructure Loans) and Prepayments,

(5) all Pledged Funds pledged in connection with the Local Obligations, and

(6) all moneys, Permitted Investments and other assets and income held in and
receivable by Funds and Accounts established by or pursuant to the Resolutions.

The pledge and security interest are subject to the power of the Administration to direct the
release of amounts from such Funds and Accounts free and clear of such pledge and security
interest after satisfying the then current requirements for all Funds and Accounts and certain other
conditions as provided in the Resolutions. Moneys necessary to pay arbitrage rebate, if any, to the
United States are administered outside of, and are not subject to the lien of, the Bond Resolution.
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THE BONDS ARE SPECIAL OBLIGATIONS OF THE ADMINISTRATION PAYABLE
SOLELY FROM THE REVENUES AND PROPERTY OF THE ADMINISTRATION PLEDGED
THEREFOR UNDER THE BOND RESOLUTION. THE BONDS OF THE ADMINISTRATION
SHALL NOT BE A DEBT OF, AND DO NOT PLEDGE THE FAITH, CREDIT OR TAXING
POWER OF THE STATE, THE DEPARTMENT, THE ADMINISTRATION OR ANY POLITICAL
SUBDIVISION, AND SHALL BE PAYABLE SOLELY FROM THE REVENUES AND PROPERTY
PROVIDED FOR IN THE BOND RESOLUTION AND IN THE ACT. THE ADMINISTRATION
HAS NO TAXING POWER.

The Bonds are not secured by the Administration’s General Bond Reserve Fund, and
Bondholders have no right to any of the moneys or investments held in such fund.

Local Obligations

Before the Administration makes an Infrastructure Loan, the Bond Resolution requires the
Local Government to:

(1 Execute and deliver to the Administration a Local Obligation evidencing the
payment obligations of the Local Government;

2) Execute any and all other agreements, certificates or documents as the
Administration may require; and

3) Provide an opinion of counsel acceptable to counsel to the Administration
and Ambac.

The Administration will not finance an Infrastructure Loan unless payments of principal
and interest scheduled to be derived with respect to such Infrastructure Loan and scheduled
payments of principal and interest and other payments on all other Infrastructure Loans pledged
under the Bond Resolution, together with interest and other income estimated to be derived from
the investment or deposit of money in Funds and Accounts, are expected to be sufficient to pay the
principal of and interest on all Outstanding Bonds.

Additional and Subordinated Bonds

The Bond Resolution permits the issuance of additional Bonds to provide funds to make or
purchase Infrastructure Loans and to refund Outstanding Bonds issued under the Bond Resolution
or other obligations issued to finance Infrastructure Loans, but only upon the satisfaction of certain
conditions set forth in the Bond Resolution, including the requirement that the issuance of such
additional Bonds will have no material adverse effect on the ability of the Administration to pay
when due the principal of, redemption premium, if any, and interest on the Outstanding Bonds.
The Series B Bonds and any additional Bonds issued under the Bond Resolution on a parity basis
will be entitled to the equal benefit, protection and security of the provisions, covenants and
agreements of the Bond Resolution.

The Bond Resolution also authorizes the issuance of Subordinated Bonds for the purpose of
refunding or advance refunding of any Series of Outstanding Bonds or obtaining funds to acquire,
design, construct, reconstruct, equip, improve, finance or refinance one or more Infrastructure
Projects. Subordinated Bonds may be secured by the proceeds of any Series of Subordinated
Bonds, any Revenues from any Infrastructure Loan financed with the proceeds of a Series of
Subordinated Bonds, and any Pledged Funds received with respect to an Infrastructure Project
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financed by such Infrastructure Loan. Payment of the principal or redemption price of and interest
on, and the purchase price of, each Series of Subordinated Bonds, shall be secured by the pledge of
the funds and accounts described in the foregoing sentence, subordinate, however, to the pledge
securing Bonds which were not issued as Subordinated Bonds. Subordinated Bonds are not
required to be secured by a financial guaranty insurance policy.

BOND INSURANCE

On the date of delivery of the Series B Bonds, the Administration expects to receive the
Policy from Ambac (See “The Insurer”) which states that Ambac is required to make timely
payment of principal of and interest on the Series B Bonds when due, as more fully described
below. A copy of the form of the Policy is contained in Appendix I to this Official Statement.

Set forth below is a brief summary of certain information concerning the terms of the
Policy and Ambac. Information with respect to Ambac and the Policy has been supplied by
Ambac. No representations or assurances are made herein by the Administration as to the accuracy
or adequacy of such information or as to the absence of material and adverse changes in such
information subsequent to the date hereof. Capitalized terms not otherwise defined in this Section
of this Official Statement are used as defined in the Policy.

The Administration has not verified the financial condition of Ambac independently, but
has relied upon information supplied by Ambac. The Administration is making no representation
herein and giving no assurance as to the financial condition of Ambac, its ability to comply with
covenants relating to this financing, or to the ratings assigned to the Series B Bonds.

Payment Pursuant to Financial Guaranty Insurance Policy

Ambac has made a commitment to issue the Policy relating to the Series B Bonds effective
as of the date of issuance of the Series B Bonds. Under the terms of the Policy, the Insurer will pay
to The Bank of New York, in New York, New York or any successor thereto (the “Insurance
Trustee”) that portion of the principal of and interest on the Series B Bonds that shall become Due
for Payment but shall be unpaid by reason of Nonpayment by the Obligor (as such terms are
defined in the Policy). The Insurer will make such payments to the Insurance Trustee on the later
of the date on which such principal and/or interest becomes Due for Payment or within one
business day following the date on which the Insurer shall have received notice of Nonpayment
from the Trustee. The insurance will extend for the term of the Series B Bonds and, once issued,
cannot be canceled by the Insurer.

The Policy will insure payment only on stated maturity dates and on mandatory sinking
fund installment dates, in the case of principal, and on stated dates for payment, in the case of
interest. If the Series B Bonds become subject to mandatory redemption and insufficient funds are
available for redemption of all outstanding Series B Bonds, the Insurer will remain obligated to pay
principal of and interest on outstanding Series B Bonds on the originally scheduled interest and
principal payment dates including mandatory sinking fund redemption dates. In the event of any
acceleration of the principal of the Series B Bonds, the insured payments will be made at such
times and in such amounts as would have been made had there not been an acceleration, except to
the extent that Ambac elects, in its sole discretion, to pay all or a portion of the accelerated
principal and interest accrued thereon to the date of acceleration (to the extent unpaid by the
Obligor). Upon payment of all such accelerated principal and interest accrued to the acceleration
date, Ambac’s obligations under the Policy shall be fully discharged.
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In the event the Trustee has notice that any payment of principal of or interest on a Series B
Bond that has become due for payment and that is made to a holder by or on behalf of the Obligor
has been deemed a preferential transfer and theretofore recovered from its registered owner
pursuant to the United States Bankruptcy Code in accordance with a final, nonappealable order of a
court of competent jurisdiction, such registered owner will be entitled to payment from the Insurer
to the extent of such recovery if sufficient funds are not otherwise available.

The Policy does not insure any risk other than Nonpayment (as defined in the Policy).
Specifically, the Policy does not cover:

1. Payment on acceleration, as a result of a call for redemption (other than
mandatory sinking fund redemption) or as a result of any other advancement of maturity;

2. Payment of any redemption, prepayment or acceleration premium; and

3. Nonpayment of principal or interest caused by the insolvency or negligence of
any Trustee, Paying Agent or Bond Registrar, if any.

If it becomes necessary to call upon the Policy, payment of principal requires surrender of
the Series B Bonds to the Insurance Trustee together with an appropriate instrument of assignment
s0 as to permit ownership of such Series B Bonds to be registered in the name of the Insurer to the
extent of the payment under the Policy. Payment of interest pursuant to the Policy requires proof
of holder entitlement to interest payments and an appropriate assignment of the holder’s right to
payment to the Insurer.

Upon payment of the insurance benefits, the Insurer will become the owner of the Series B
Bonds, appurtenant coupon, if any, or right to payment of principal or interest on such Series B
Bonds and will be fully subrogated to the surrendering holder’s rights to payment.

The Insurer

Ambac is a Wisconsin-domiciled stock insurance corporation regulated by the Office of the
Commissioner of Insurance of the State of Wisconsin and licensed to do business in 50 states, the
District of Columbia, the Territory of Guam, the Commonwealth of Puerto Rico and the U.S.
Virgin Islands, with admitted assets of approximately $10,391,000,000 (unaudited) and statutory
capital of approximately $6,730,000,000 (unaudited) as of June 30, 2007. Statutory capital consists
of Ambac policyholders’ surplus and statutory contingency reserve. Standard & Poor’s Credit
Markets Services, a Division of The McGraw-Hill Companies, Moody’s Investors Service and
Fitch Ratings have each assigned a triple-A financial strength rating to Ambac.

Ambac has obtained a ruling from the Internal Revenue Service to the effect that the
insuring of an obligation by Ambac will not affect the treatment for federal income tax purposes of
interest on such obligation and that insurance proceeds representing maturing interest paid by
Ambac under policy provisions substantially identical to those contained in its financial guaranty
insurance policy shall be treated for federal income tax purposes in the same manner as if such
payments were made by the Obligor.

Ambac makes no representation regarding the Series B Bonds or the advisability of
investing in the Series B Bonds and makes no representation regarding, nor has it participated in
the preparation of, the Official Statement other than the information supplied by Ambac and
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presented under the heading “Bond Insurance” and Appendix I — “SPECIMEN FINANCIAL
GUARANTY INSURANCE POLICY™.

Available Information

The parent company of Ambac, Ambac Financial Group, Inc. (the “Company”), is subject
to the informational requirements of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), and in accordance therewith files reports, proxy statements and other information
with the Securities and Exchange Commission (the “SEC”). These reports, proxy statements and
other information can be read and copied at the SEC’s public reference room at 100 F Street, N.E.,
Room 1580, Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further
information on the public reference room. The SEC maintains an internet site at http://www.sec.gov
that contains reports, proxy and information statements and other information regarding companies
that file electronically with the SEC, including the Company. These reports, proxy statements and
other information can also be read at the offices of the New York Stock Exchange, Inc. (the
“NYSE”), 20 Broad Street, New York, New York 10005.

Copies of Ambac’s financial statements prepared in accordance with statutory accounting
standards are available from Ambac. The address of Ambac’s administrative offices and its
telephone number are One State Street Plaza, 19th Floor, New York, New York 10004 and (212)
668-0340.

Incorporation of Certain Documents by Reference

The following documents filed by the Company with the SEC (File No. 1-10777) are
incorporated by reference in this Official Statement:

1. The Company's Annual Report on Form 10-K for the fiscal year ended
December 31, 2006 and filed on March 1, 2007;

2. The Company’s Current Report on Form 8-K dated and filed on April 25, 2007,

3. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period
ended March 31, 2007 and filed on May 10, 2007,

4. The Company’s Current Report on Form 8-K dated and filed on July 25, 2007;
5. The Company’s Current Report on Form 8-K dated and filed on August 3, 2007;

6. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period
ended June 30, 2007 and filed on August 9, 2007;

7. The Company’s Current Report on Form-8-K dated October 10, 2007 and filed on
October 11, 2007; and

8. The Company’s Current Report on Form-8-K dated and filed on October 24, 2007.

All documents subsequently filed by the Company pursuant to the requirements of the
Exchange Act after the date of this Official Statement will be available for inspection in the same
manner as described above in “Available Information.”
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TAX MATTERS
Maryland Income Taxation

In the opinion of Bond Counsel, by the terms of the Act, Series B Bonds, their transfer, the
interest payable thereon, and any income derived therefrom, including any profit realized in their
sale and exchange, are exempt from taxation of every kind and nature of taxation whatsoever by
the State of Maryland or by any of its political subdivisions, municipal corporations or public units
of any kind. No opinion is expressed as to estate or inheritance taxes, or any other taxes not levied
or assessed directly on the Series B Bonds, their transfer or income therefrom.

Federal Income Taxation

In the opinion of Bond Counsel, assuming compliance with certain covenants described
herein, the interest on the Series B Bonds will be excludable from gross income for federal income
tax purposes under existing statutes, regulations, and decisions.

Under the provisions of the Internal Revenue Code of 1986, as amended (the “Code”), there
are certain restrictions that must be met subsequent to the delivery of the Series B Bonds, including
restrictions that must be complied with throughout the term of the Series B Bonds in order that the
interest thereon be excludable from gross income. These include: (i) a requirement that certain
earnings received from the investment of the proceeds of the Series B Bonds be rebated to the
United States of America under certain circumstances (or that certain payments in lieu of rebate be
made); (ii) other requirements applicable to the investment of the proceeds of the Series B Bonds;
and (ii1) other requirements applicable to the use of the proceeds of the Series B Bonds and the
facilities financed and refinanced with such proceeds. Failure to comply with one or more of these
requirements could result in the inclusion of the interest payable on the Series B Bonds in gross
income for federal income tax purposes, effective from the date of their issuance. The
Administration and the Local Governments have made certain covenants regarding actions required
to maintain the excludability from gross income for federal income tax purposes of interest on the
Series B Bonds. It is the opinion of Bond Counsel that, assuming compliance with such covenants,
the interest on the Series B Bonds will remain excludable from gross income for federal income tax
purposes under the provisions of the Code

Interest on the Series B Bonds is not includable in the alternative minimum taxable income
of individuals, corporations, or other taxpayers as an enumerated item of tax preference or other
specific adjustment; however, for purposes of calculating the corporate alternative minimum tax, a
corporation subject to such tax will be required to increase its alternative minimum taxable income
by 75% of the amount by which its “adjusted current earnings” exceed its alternative minimum
taxable income (computed without regard to this current earnings adjustment and the alternative tax
net operating loss deduction). For such purposes, “adjusted current earnings” would include,
among other items, interest income from the Series B Bonds. In addition, interest income on the
Series B Bonds will be subject to the branch profits tax imposed by the Code on foreign
corporations engaged in a trade or business in the United States.

In rendering its opinion, Bond Counsel will rely on the Tax and Section 148 Certificate
made on behalf of the Administration by officers thereof with respect to certain material facts
within the knowledge of the Administration, and on related certificates made on behalf of the Local
Governments with respect to certain matters within the knowledge of the Local Governments.

See Appendix F hereto for the proposed form of opinion of Bond Counsel.
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Tax Accounting Treatment of Discount Bonds

Certain maturities of the Series B Bonds may be issued at an initial public offering price
which is less than the amount payable on such Series B Bonds at maturity (the “Discount Bonds”).
The difference between the initial offering price at which a substantial amount of the Discount
Bonds of each maturity was sold and the principal amount of such Discount Bonds payable at
maturity constitutes original issue discount. In the case of any holder of Discount Bonds, the
amount of such original issue discount which is treated as having accrued with respect to such
Discount Bonds is added to the original cost basis of the holder in determining, for federal income
tax purposes, gain or loss upon disposition (including sale, early redemption or repayment at
maturity). For federal income tax purposes (i) any holder of a Discount Bond will recognize gain or
loss upon the disposition of such security (including sale, early redemption or payment at maturity)
in an amount equal to the difference between (a) the amount received upon such disposition and
(b) the sum of (1) the holder’s original cost basis in such Discount Bond, and (2) the amount of
original issue discount attributable to the period during which the holder held such Discount Bond,
and (ii) the amount of the basis adjustment described in clause (i)(b)(2) will not be included in the
gross income of the holder.

Original issue discount on Discount Bonds will be attributed to permissible compounding
periods during the life of any Discount Bonds in accordance with a constant rate of interest accrual
method. The yield to maturity of the Discount Bonds of each maturity is determined using
permissible compounding periods. In general, the length of a permissible compounding period
cannot exceed the length of the interval between debt service payments on the Discount Bonds and
must begin or end on the date of such payments. Such yield then is used to determine an amount of
accrued interest for each permissible compounding period. For this purpose, interest is treated as
compounding periodically at the end of each applicable compounding period. The amount of
original issue discount which is treated as having accrued in respect of a Discount Bond for any
particular compounding period is equal to the excess of (i) the product of (a) the yield for the
Discount Bond (adjusted as necessary for an initial short period) divided by the number of
compounding periods in a year multiplied by (b) the amount that would be the tax basis of such
Discount Bond at the beginning of such period if held by an original purchaser who purchased at
the initial public offering price, over (ii) the amount actually payable as interest on such Discount
Bond during such period. For purposes of the preceding sentence, the tax basis of a Discount Bond,
if held by an original purchaser, can be determined by adding to the initial issue price of such
Discount Bond the original issue discount that is treated as having accrued during all prior
compounding periods. If a Discount Bond is sold or otherwise disposed of between compounding
dates, then interest which would have accrued for that compounding period for federal income tax
purposes is to be apportioned in equal amounts among the days in such compounding period.

Holders of Discount Bonds should note that, under the tax regulations, the yield and
maturity of a Discount Bond is determined without regard to commercially reasonable sinking fund
payments and any original issue discount remaining unaccrued at the time that a Discount Bond is
redeemed in advance of stated maturity will be treated as taxable gain

The foregoing summarizes certain federal income tax consequences of original issue
discount with respect to the Discount Bonds but does not purport to deal with all aspects of federal
income taxation that may be relevant to particular investors or circumstances, including those set
out above. Prospective purchasers of Discount Bonds should consider possible state and local
income, excise or franchise tax consequences arising from original issue discount on Discount
Bonds. In addition, prospective corporate purchasers should consider possible federal tax
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consequences arising from original issue discount on such Discount Bonds under the alternative
minimum tax or the branch profits tax. The amount of original issue discount considered to have
accrued may be reportable in the year of accrual for state and local tax purposes or for purposes of
the alternative minimum tax or the branch profits tax without a corresponding receipt of cash with
which to pay any tax liability attributable to such discount. Purchasers with questions concerning
the detailed tax consequences of transactions in the Discount Bonds should consult their tax
advisors.

Additional Federal Income Tax Considerations
Certain Federal Tax Consequences of Ownership

There are other federal tax consequences of ownership of obligations such as the Series B
Bonds under certain circumstances, including the following: (i) deductions are disallowed for
certain expenses of taxpayers allocable to interest on tax-exempt obligations, as well as interest on
indebtedness incurred or continued to purchase or carry tax-exempt obligations and interest
expense of financial institutions allocable to tax-exempt interest; (ii) for property and casualty
insurance companies, the amount of the deduction for losses incurred must be reduced by 15% of
the sum of tax-exempt interest income and the deductible portion of dividends received by such
companies; (iii) interest income that is exempt from tax must be taken into account for the purpose
of determining whether, and what amount of, Social Security or railroad retirement benefits are
includable in gross income for federal income tax purposes; and (iv) for S corporations having
Subchapter C earnings and profits, the receipt of certain levels of passive investment income,
which includes interest on tax-exempt obligations such as the Series B Bonds, can result in the
imposition of tax on such passive investment income and, in some cases, loss of S corporation
status.

Purchase, Sale and Retirement of Series B Bondls

Except as noted below in the case of market discount, the sale or other disposition of a
Series B Bond will normally result in capital gain or loss to its holder. A holder’s initial tax basis
in a Series B Bond will be its cost. Upon the sale or retirement of a Series B Bond, for federal
income tax purposes a holder will recognize capital gain or loss upon the disposition of such
security (including sale, early redemption or payment at maturity) in an amount equal to the
difference between (a) the amount received upon such disposition and (b) the tax basis in such
Series B Bond, determined by adding to the original cost basis in such Series B Bond the amount of
original issue discount that is treated as having accrued as described below under “Tax Accounting
Treatment of Discount Bonds.” Such gain or loss will be a long-term capital gain or loss if at the
time of the sale or retirement the Series B Bond has been held for more than one year. Present law
taxes both long and short-term capital gains of corporations at the rates applicable to ordinary
income. For noncorporate taxpayers, however, net capital gains will be taxed at a maximum rate of
15%, while short-term capital gains and other ordinary income will be taxed at a maximum rate of
35%. Net capital gains are the excess of net long-term capital gains (gains on capital assets held for
more than one year) over net short-term capital losses. Because of the limitation on itemized
deductions and the deduction for personal exemptions applicable to higher income taxpayers, the
effective rate of tax may be higher in certain circumstances. The operation of sunset, effective date
and similar timing provisions in current law would result in a change in the tax rates in certain
future time periods.
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If a holder acquires a Series B Bond after its original issuance at a discount below its
principal amount (or in the case of a Series B Bond issued at an original issue discount, at a price
that produces a yield to maturity higher than the yield to maturity at which such Series B Bond was
first issued), the holder will be deemed to have acquired the Series B Bond at “market discount,”
unless the amount of market discount is de minimis, as described in the following paragraph. If a
holder that acquires a Series B Bond with market discount subsequently realizes a gain upon the
disposition of the Series B Bond, such gain shall be treated as taxable interest income to the extent
such gain does not exceed the accrued market discount attributable to the period during which the
holder held such Series B Bond, and any gain realized in excess of such market discount will be
treated as capital gain. Potential purchasers should consult their tax advisors as to the proper
method of accruing market discount.

In the case of a Series B Bond not issued at an original issue discount, market discount will
be de minimis if the excess of the Series B Bond’s stated redemption price at maturity over the
holder’s cost of acquiring the Series B Bond is less than 0.25% of the stated redemption price at
maturity multiplied by the number of complete years between the date the holder acquires the
Series B Bond and its stated maturity date. In the case of a Series B Bond issued with original issue
discount, market discount will be de minimis if the excess of the Series B Bond’s revised issue
price over the holder’s cost of acquiring the Series B Bond is less than 0.25% of the revised issue
price multiplied by the number of complete years between the date the holder acquires the Series B
Bond and its stated maturity date. For this purpose, a Series B Bond’s “revised issue price” is the
sum of (i) its original issue price and (ii) the aggregate amount of original issue discount that is
treated as having accrued with respect to the Series B Bond during the period between its original
issue date and the date of acquisition by the holder.

A Series B Bond will be considered to have been issued at a premium if, and to the extent
that, the holder’s tax basis in the Series B Bond exceeds the amount payable at maturity. Under tax
regulations applicable to the Series B Bonds, the amount of the premium would be determined with
reference to the amount payable on that call date (including for this purpose the maturity date)
which produces the lowest yield to maturity on the Series B Bonds. The holder will be required to
reduce his tax basis in the Series B Bond for purposes of determining gain or loss upon disposition
of the Series B Bond by the amount of amortizable bond premium that accrues (determined in the
manner prescribed in the regulations) during his period of ownership. No deduction (or other tax
benefit) is allowable in respect of any amount of amortizable bond premium on the Series B Bonds.

Backup Withholding

If a holder of a Series B Bond (other than a corporation or other specified exempt entity)
fails to satisfy applicable information reporting requirements imposed by the Code, interest
payments to the holder will be subject to “backup withholding”, which means that the payor of the
interest is required to deduct and withhold a tax equal to 28% of the interest payment. In general,
the information reporting requirements (where applicable) are satisfied if the holder completes, and
provides the payor with, a Form W-9, “Request for Taxpayer Identification Number and
Certification”. Backup withholding should not occur if a holder purchases a Series B Bond
through a brokerage account with respect to which a Form W-9 has been provided, as generally can
be expected. In any event, backup withholding does not affect the excludability of the interest on
the Series B Bonds from gross income for federal income tax purposes. Any amounts withheld
pursuant to backup withholding would be subject to recovery by the holder through proper refund
or credit.
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The foregoing is only a general summary of certain provisions of the Code as enacted and
in effect on the date hereof and does not purport to be complete; holders of the Series B Bonds
should consult their own tax advisors as to the effects, if any, of the Code (and any proposed or
subsequently enacted amendments to the Code) in their particular circumstances.

Recent Developments

Prospective purchasers should be aware that the United States Supreme Court has agreed to
review Davis v. Dep’t. of Revenue of the Finance and Admin. Cabinet, 197 S.W.3d 557 (Ky. App.
2006), cert. granted 2007 U.S. LEXIS 5914 (May 21, 2007), a decision of a Kentucky appellate
court, which held that provisions of Kentucky tax law that provided more favorable income tax
treatment for holders of bonds issued by Kentucky municipal bond issuers than for holders of non-
Kentucky municipal bonds violated the Commerce Clause of the United States Constitution.
Maryland statutes provide more favorable Maryland income tax treatment for holders of bonds
issued by the State of Maryland and its political subdivisions, including the Series B Bonds, than
for bonds issued by other states and their political subdivisions. If the United States Supreme
Court were to affirm the holding of the Kentucky appellate court, subsequent Maryland judicial
decisions or legislation designed to ensure the constitutionality of Maryland tax law could, among
other alternatives, adversely affect the Maryland tax exemption of outstanding bonds, including the
Series B Bonds, to the extent constitutionally permissible, or result in the exemption from
Maryland income tax of interest on certain bonds issued by other states and their political
subdivisions, either of which actions could affect the market price or marketability of the Series B
Bonds.

It cannot be determined when or how such litigation will be decided or how the pendency
and the outcome of such litigation will impact the market price or marketability of the Series B
Bonds. Prospective purchasers of the Series B Bonds should consult their own tax advisors
regarding such matters.

FINANCIAL STATEMENTS OF THE PROGRAM

This Official Statement includes audited financial statements (the “Financial Statements™)
for the year ended June 30, 2007 and June 30, 2006, for the Community Development
Administration Local Government Infrastructure Bonds (Ambac Insured) in Appendix H which
were audited by Reznick Group, P.C. (the “Auditors™).

The Financial Statements have been audited by the Auditors, who are independent certified
public accountants, as indicated in their reports with respect thereto and are included herein in
reliance upon the authority of such firm as an expert in giving such report. As indicated in the
report of the Auditors, such Financial Statements have been prepared in accordance with
accounting principles generally accepted in the United States and audited in accordance with
auditing standards generally accepted in the United States.

LITIGATION

There is no pending litigation of any nature restraining or enjoining or seeking to restrain or
enjoin the issuance, sale or delivery of the Series B Bonds or in any way contesting or affecting the
validity of the Series B Bonds, the Resolutions or other proceedings of the Secretary taken with
respect to the authorization, issuance or sale of the Series B Bonds, the Bonds, the Program, the
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pledge or application of any moneys by the Administration under the Resolutions, or the existence
or powers of the Administration.

LEGAL MATTERS

McKennon Shelton & Henn LLP, Baltimore, Maryland, Bond Counsel, is acting as Bond
Counsel to the Administration in connection with the issuance of the Series B Bonds. The
proposed form of Bond Counsel’s approving opinion will be in substantially the form set forth in
Appendix F. Certain legal matters pertaining to the Administration will be passed upon by an
Assistant Attorney General of the State as Counsel to the Department.

LEGALITY FOR INVESTMENT

Under the Act, the Series B Bonds are securities in which all public officers and public
units of the State and its political subdivisions and all banks, trust companies, savings and loan
associations, investment companies, and others carrying on a banking business, all insurance
companies, insurance associations, and others carrying on an insurance business, all personal
representatives, guardians, trustees, and other fiduciaries, and all other persons, may legally and
properly invest funds, including capital in their control or belonging to them. The Series B Bonds
are securities which may properly and legally be deposited with and received by any officer of the
State or any County or municipal corporation or by any unit or political subdivision of the State for
any purpose for which the deposit of bonds or other obligations of the State is authorized by law.

COMPETITIVE SALE

The Series B Bonds were offered by the Administration at a competitive sale on
October 30, 2007, in accordance with the Notice of Sale, the form of which is included as a part of
Appendix G to this Official Statement. The interest rates shown on the cover of the Official
Statement are the interest rates resulting from the award of the Series B Bonds at competitive sale.
The yields or prices shown on the cover page of the Official Statement are based on information
supplied to the Administration by the successful bidder. The initial public offering prices set forth
on the cover of the Official Statement may be changed by the successful bidder and the successful
bidder may offer to sell the Series B Bonds to certain dealers and others at prices lower than the
offering price set forth on the cover page. Any other information concerning the terms of
reoffering the Series B Bonds, if any, including yields or prices, should be obtained from the
successful bidder and not from the Administration. See Appendix G - “NOTICE OF SALE”.

RATINGS

Moody’s Investors Service, Inc. and Fitch Ratings are expected to assign their municipal
bond ratings of “Aaa” and “AAA,” respectively, to the Series B Bonds based on the understanding
that prior to the issuance of the Series B Bonds the Policy insuring payment when due of the
principal of and interest on the Series B Bonds will be issued by Ambac. Such ratings reflect only
the views of Moody’s Investors Service, Inc. and Fitch Ratings and an explanation of the
significance of those ratings may be obtained only from Moody’s Investors Service, Inc. and Fitch
Ratings, respectively. There is no assurance that such ratings (or either of them), once assigned,
will continue for any period of time or that either or both of such ratings will not be revised,
reduced or withdrawn. The Administration has not agreed to maintain such ratings, to notify the
owners of the Bonds of any proposed or threatened change or withdrawal of either or both such
ratings (other than actual material rating changes within the scope of the Administration’s
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secondary market disclosure undertaking described below) or to oppose any proposed or threatened
change or withdrawal of such rating. Any reduction or withdrawal of either or both such ratings
would have an adverse effect upon the market price of the Series B Bonds.

Neither the Administration nor the Local Governments applied to any rating service for a
credit rating on the Infrastructure Loans expected to be financed with the proceeds of the Series B
Bonds. The Administration makes no representations concerning any credit rating which bonds or
notes of the Local Governments may have received from any rating service.

SECONDARY MARKET DISCLOSURE

Annual Information. The Administration has agreed, in accordance with the provisions of
Rule 15c¢2-12 (the “Rule”), adopted by the Securities and Exchange Commission (the
“Commission”) under the Securities and Exchange Act of 1934, as amended, to provide, or cause
to be provided, to each nationally recognized municipal securities information repository
(“NRMSIR”) and to the appropriate state information depository (“SID”), if any, for the State (as
of the date of this Official Statement no SID has been designated for the State), in each case as
designated by the Commission in accordance with the Rule, when and if available, but in any event
within nine months after the end of each fiscal year of the Administration, the following annual
financial information and operating data (the “Annual Information”):

1. a copy of the annual financial statements of the Administration’s Local
Government Infrastructure Bonds (Ambac Insured) prepared in accordance with generally
accepted accounting principles and audited by a certified public accountant;

2. a copy of the annual financial statement of each Local Government having,
as of the end of such fiscal year, an aggregate outstanding unpaid principal balance of
Infrastructure Loans under the Program equal to or greater than 10% of the outstanding
principal amount of all Infrastructure Loans financed under the Program (and, if such
Infrastructure Loans are guaranteed by a County or Municipality, the annual financial
statement of the County or Municipality), prepared and audited in accordance with law
(which currently requires that such statements be prepared in accordance with generally
accepted accounting principles and audited by a certified public accountant); and

3. an update of the financial information in this Official Statement contained in
Appendix C - “LOCAL GOVERNMENTS AND LOCAL OBLIGATIONS” for each Local
Government meeting the criteria described in paragraph 2 immediately above.

The Administration may, at its option, satisfy the foregoing obligations by either:
(1) providing an official statement for one or more Series of Bonds or by specific reference, in
accordance with the Rule, to one or more official statements provided previously, or (ii) to the
extent permitted by the Rule, by filing (or requiring Local Governments to file) and incorporating
by reference the annual audited financial statements of, or the Uniform Financial Report (Forms
F-65(MD-2) or F-65(MD-2A) or any substitute or successor reports) prepared and filed with the
Maryland State Department of Legislative Services by, in either case, each County or Municipality
receiving an Infrastructure Loan (or guaranteeing an Infrastructure Loan to one of its agencies or
instrumentalities) made from the proceeds of the Series B Bonds that meets the requirements of
paragraph 2 above, for so long as the Infrastructure Loan is outstanding. The Administration may,
at its option, but is not obligated to, provide information about other Local Governments receiving
an Infrastructure Loan or guaranteeing an Infrastructure Loan to one of its agencies or
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instrumentalities. See Appendix C - “LOCAL GOVERNMENTS AND LOCAL OBLIGATIONS
- Financial Information of Local Governments” for a description of the Uniform Financial Report.

The Administration is under no obligation to provide any financial information with respect
to Ambac; owners of the Series B Bonds must obtain this information from Ambac or other
sources. See the heading “BOND INSURANCE - The Insurer” in this Official Statement for the
current address from which information about Ambac may be obtained.

Event Information. The Administration has also agreed to provide, or cause to be provided,
in a timely manner, to (i) each NRMSIR or to the Municipal Securities Rulemaking Board
(“MSRB”) and (ii) the SID, if any, notice of the occurrence of any of the following events with
respect to any of the Series B Bonds, if material:

I. principal and interest payment delinquencies,

2. non-payment related defaults,

3. unscheduled draws on debt service reserves reflecting financial difficulties,

4, unscheduled draws on credit enhancements, if any, reflecting financial difficulties,

5. substitution of credit or liquidity providers, if any, or their failure to perform,

6. adverse tax opinions or events affecting the tax-exempt status of any of the Series B
Bonds,

7. modifications to rights of Bondholders,

8. bond calls,

9. defeasances,

10.  release, substitution, or sale of property securing repayment of any of the Series B
Bonds, or

11.  rating changes.

The events numbered 3 and 5 above may not be applicable because, respectively: (i) no
debt service reserve fund has been established with respect to the Series B Bonds, and (ii) there is
no provision for substitution or replacement of the Policy issued by Ambac.

Additional Agreements and Limitations. In a timely manner, the Administration will give,
or cause to be given to each NRMSIR or to the MSRB, and to the SID, if any, notice of any failure
by the Administration or a Local Government to provide any information described under the
headings “Annual Information” or “Event Information” on or before the dates specified therein.

The Administration has reserved the right to modify from time to time the specific types of
information provided and the format of the presentation of such financial information, to the extent
necessary or appropriate in the judgment of the Administration. The Administration has agreed
that any such modification will be undertaken in a manner consistent with the Rule.

The Administration has reserved the right to terminate its obligation to provide financial
information and notices of material events, as described above, as to any Series of Bonds or the
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owners thereof if and when the Administration no longer remains an obligated person with respect
to such Series of Bonds within the meaning of the Rule.

The Administration has agreed that its undertaking pursuant to the Rule described herein is
intended to be for the benefit of any holder or beneficial owner of any of the Series B Bonds. Such
holder’s and beneficial owner’s right to enforce the provisions of this undertaking is limited to a
right to obtain specific enforcement of the Administration’s obligations with respect thereto. The
undertaking further provides that the venue for any legal proceeding to enforce the undertaking
shall be in a court within the State. Any failure by the Administration to comply with the
provisions of its undertaking will not be an event of default with respect to the Bonds under the
Bond Resolution or under any Series Resolution.

The provisions of the undertaking with respect to the Rule described above may be
amended, without the consent of the holders or any beneficial owners of any of the Series B Bonds,
to the extent required or permitted by any amendment to the Rule becoming effective after the date
hereof.

Compliance. The Administration is in compliance with the Rule.
MISCELLANEOUS
Summaries and Descriptions in this Official Statement

The summaries and explanation of, or references to, the Act, the Program financing
documents, the Resolutions and the Series B Bonds included in this Official Statement do not
purport to be comprehensive or definitive; such summaries, references and descriptions are
qualified in their entirety by reference to each such document, copies of which are on file at the
offices of the Administration.

Financial Advisor

Caine Mitter & Associates, Incorporated (“Caine Mitter”) serves as financial advisor to the
Administration and has assisted in the preparation of this Official Statement and in other matters
relating to the planning, structuring, issuance, insurance and sale of the Series B Bonds. As
financial advisor to the Administration, Caine Mitter will also perform computations relating to the
sufficiency of the proceeds of the Series B Bonds to pay, when due, the principal, interest and
redemption premium, if any, on the Refunded Bonds.

Selection and Compensation of Professionals

The Administration’s financial advisor is selected by the Administration periodically
through a competitive process in accordance with State procurement law. Compensation of the
financial advisor is not contingent on the sale of the Series B Bonds. Bond Counsel was selected
by the Office of the Attorney General of the State through a process of review of responses to a
request for proposals. Compensation of Bond Counsel is not contingent on the sale of the Series B
Bonds.
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This Official Statement is not to be construed as a contract or agreement between the
Administration and the purchasers or the owners of any of the Series B Bonds.

The execution and delivery of this Official Statement and the incorporation of the
Appendices hereto by the Administration have been duly authorized by the Secretary of Housing
and Community Development.

COMMUNITY DEVELOPMENT ADMINISTRATION
MARYLAND DEPARTMENT OF HOUSING AND
COMMUNITY DEVELOPMENT

By: _ /s/ Frank B. Coakley
Frank B. Coakley, Director

October 30, 2007
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APPENDIX A

THE DEPARTMENT AND THE ADMINISTRATION
General Information

The Administration was created in 1970 as a division of the Department of Economic and
Community Development to meet the shortage of adequate, safe and sanitary housing in the State,
particularly for persons or families of limited incomes. Chapter 311 of the Laws of Maryland
1987, effective July 1, 1987, abolished the Department of Economic and Community Development,
created the Department and assigned the Administration as an agency in the Division of
Development Finance of the Department.

The Department consists of five divisions: the Division of Development Finance (“DDF”),
the Division of Credit Assurance, the Division of Neighborhood Revitalization (“DNR”), the
Division of Finance and Administration and the Division of Information Technology. The
Secretary of Housing and Community Development (the “Secretary”) is the head of the
Department and is appointed by the Governor with the advice and consent of the Senate.

DDF, through the Administration, is the bond issuing division of the Department. DDF is
also a lending division of the Department, originating loans under various lending programs and
providing loan underwriting services to the Department and its other divisions and agencies.
While DDF is responsible for managing all aspects relating to the bond issuance, the Secretary
has delegated the Program’s general management and administration, including marketing,
coordination, and customer service, to DNR.

The Division of Information Technology provides data processing, information collecting
and reporting and portfolio management services to the Department.

The Secretary, with the approval of the Governor, appoints the Director of the
Administration. The Director of the Administration, with the approval of the Secretary, appoints
the Deputy Director of the Administration and other senior staff members of the Administration.
The Act establishes a Housing Finance Review Committee (the “Review Committee”) which has
the responsibility to review and give recommendations to the Secretary regarding loans or
categories of loans and the investment and project financing policies of the Administration. The
Review Committee consists of seven members appointed by the Governor, including three
members of the public, three members of the Department and one member of the Executive Branch
not employed