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funding for loans (each a “Loan” and collectively the “Loans”) to be made by the Administration to those public housing authorities (each a “Participating Authority” and collectively
the “Participating Authorities”) in the State that execute a Loan Agreement (each a “Loan Agreement” and collectively the “Loan Agreements”) among such Participating Authority,
the Administration and the Trustee. The proceeds of the Loans will be used for the purpose of financing accelerated renovations and repairs of public housing developments
undertaken by the Participating Authorities under the Capital Fund Program (the “Capital Fund Program”) of the United States Department of Housing and Urban Development
(“HUD”). See “THE PARTICIPATING AUTHORITIES” and “CAPITAL FUND PROGRAM” herein. Bond Proceeds will also be used to pay Costs of Issuance and Capitalized
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The Series 2003 Bonds are repayable from Loan payments received by the Administration pursuant to Loan Agreements. HUD and each Participating Authority have agreed,
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The scheduled payment of principal of and interest on the Series 2003 Bonds as and when due will be guaranteed under an insurance policy to be issued concurrently with
the delivery of the Series 2003 Bonds by Financial Security Assurance, Inc (“Financial Security”).
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THIS COVER PAGE CONTAINS ONLY A SUMMARY OF INFORMATION REGARDING THE SERIES 2003 BONDS. POTENTIAL INVESTORS SHOULD READ THE
ENTIRE OFFICIAL STATEMENT, INCLUDING ALL APPENDICES HERETO, PRIOR TO MAKING AN INVESTMENT DECISION. THE REVENUES PLEDGED UNDER
THE INDENTURE AS PART OF THE TRUST ESTATE ARE SUBJECT TO THE AVAILABILITY OF ANNUAL APPROPRIATIONS FROM CONGRESS FOR THE PURPOSES
OF THE CAPITAL FUND PROGRAM ADMINISTERED BY HUD, AS WELL AS OTHER RISK FACTORS. SEE “RISK FACTORS RELATING TO THE SERIES 2003 BONDS”
HEREIN.

THE SERIES 2003 BONDS ARE SPECIAL OBLIGATIONS OF THE ADMINISTRATION, AN AGENCY IN THE DIVISION OF DEVELOPMENT FINANCE OF THE
DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT, A PRINCIPAL DEPARTMENT IN THE GOVERNMENT OF THE STATE OF MARYLAND, PAYABLE
SOLELY FROM THE TRUST ESTATE PLEDGED THEREFOR UNDER THE INDENTURE. THE ADMINISTRATION HAS NO TAXING POWER. THE SERIES 2003 BONDS
DO NOT CONSTITUTE A DEBT OF THE STATE OF MARYLAND, ANY POLITICAL SUBDIVISION THEREOF, THE ADMINISTRATION OR THE DEPARTMENT, OR A
PLEDGE OF THE FAITH, CREDIT OR TAXING POWER OF THE STATE, ANY SUCH POLITICAL SUBDIVISION, THE ADMINISTRATION OR THE DEPARTMENT.

THE SERIES 2003 BONDS ARE NOT A DEBT OR LIABILITY OF, OR GUARANTEED BY, THE UNITED STATES OF AMERICA OR HUD. THE FULL FAITH AND
CREDIT OF THE UNITED STATES OF AMERICA IS NOT PLEDGED TO THE PAYMENT OF DEBT SERVICE ON THE SERIES 2003 BONDS. THE PAYMENT OF DEBT
SERVICE ON THE SERIES 2003 BONDS IS NOT GUARANTEED BY THE UNITED STATES OF AMERICA OR HUD.

Maturity Schedule

Maturity Principal CUSsIP Maturity Principal CuUsIP

(July 1) Amount Rate Yield Number (July 1) Amount Rate Yield Number
2004 $ 230,000 2.00% 1.05% 57419NC93 2014 $ 600,000 3.75% 3.76% 57419NE59
2005 585,000 2.00 1.30 57419ND27 2014 4,225,000 5.00 3.76 57419NE67
2006 3,745,000 2.00 1.69 57419ND35 2015 560,000 3.85 3.88 57419NE75
2007 3,840,000 2.00 2.02 57419ND43 2015 4,515,000 5.00 3.88 57419NE83
2008 3,925,000 2.40 2.40 57419ND50 2016 965,000 3.95 3.99 57419NE91
2009 4,035,000 2.75 2.68 57419ND68 2017 2,520,000 4.05 4.09 57419NF25
2010 4,160,000 3.00 2.97 57419ND76 2018 1,615,000 4.15 4.19 57419NF33
2011 4,295,000 3.20 3.25 57419ND84 2019 1,320,000 4.25 4.28 57419NF41
2012 2,770,000 3.50 3.51 57419ND92 2020 570,000 4.35 4.36 57419NF58
2012 1,680,000 4.00 3.51 57419NE26 2021 5,100,000 4.40 4.43 57419NF66
2013 600,000 5.00 3.63 57419NE42 2022 7,050,000 4.50 4.52 57419NF82
2013 4,030,000 3.50 3.63 57419NE34 2023 7,390,000 4.55 4.58 57419NF90

$23,970,000 4.40% Term Bond due July 1, 2021 (Yield: 4.43%; CUSIP: 57419NF74)

The Series 2003 Bonds are offered when, as and if issued and received by the underwriters listed below (the “Underwriters”), subject to prior sale, to withdrawal or
modification of the offer without notice and to the approval of validity by Hawkins, Delafield & Wood, Washington, D.C., Bond Counsel, and certain other conditions. 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 and for the Underwriters by Holland
& Knight LLP, Washington, D.C. and McKenzie & Associates, Washington, D.C. It is expected that the Series 2003 Bonds will be available for delivery in book entry form through
the facilities of DTC in New York, New York on or about December 16, 2003
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Citigroup
Bear, Stearns & Co. Inc. Ferris, Baker Watts Goldman, Sachs & Co.
Incorporated
Legg Mason Wood Walker Lehman Brothers
Incorporated
Loop Capital Markets, L.L.C. Merrill Lynch & Co.
M.R. Beal & Company Siebert Brandford Shank & Co., L.L.C.

November 21, 2003



No dealer, broker, salesperson or other person has been authorized by the Administration, the Participating
Authorities or the Underwriters to give any information or to make any representations with respect to the Series
2003 Bonds other than those contained in this Official Statement, and, if given or made, such 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 any securities other than the Series 2003
Bonds offered herein, nor shall there be any sale of the Series 2003 Bonds by any person in any jurisdiction in which
such offer, solicitation or sale is not authorized or in which the person making such offer, solicitation or sale is not
qualified to do so or to any person to whom it is unlawful to make such offer, solicitation or sale.

This Official Statement, including the cover page hereof, is provided for the purpose of setting forth
information in connection with the issuance and sale of the Series 2003 Bonds. This Official Statement speaks only
as of its date, and the information herein is subject to change without notice, and neither the delivery of this Official
Statement nor any sale made hereunder may, under any circumstances, create any implication that there has been no
change in the affairs of the Administration or the Participating Authorities since the date hereof. Information in this
Official Statement under the heading “THE PARTICIPATING AUTHORITIES” has been provided by the Participating
Authorities.

References in this Official Statement to the Indenture, the Loan Agreements and other documents do not
purport to be complete, and reference should be made to such documents for full and complete details of their
contents.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE SERIES 2003 BONDS
OFFERED HEREBY AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

THE SERIES 2003 BONDS HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND
EXCHANGE COMMISSION UNDER THE SECURITIES ACT OF 1933, AS AMENDED, NOR HAS THE
INDENTURE BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939, AS AMENDED, IN
RELIANCE UPON EXEMPTIONS CONTAINED IN SUCH ACTS. THE REGISTRATION OR
QUALIFICATION OF THE SERIES 2003 BONDS IN ACCORDANCE WITH APPLICABLE PROVISIONS OF
THE SECURITIES LAWS OF THE STATES, IF ANY, IN WHICH THE SERIES 2003 BONDS HAVE BEEN
REGISTERED OR QUALIFIED AND THE EXEMPTION FROM REGISTRATION OR QUALIFICATION IN
CERTAIN OTHER STATES CANNOT BE REGARDED AS A RECOMMENDATION THEREOF. NEITHER
THESE STATES NOR ANY OF THEIR AGENCIES HAVE PASSED UPON THE MERITS OF THE SERIES
2003 BONDS OR THE ACCURACY OR COMPLETENESS OF THIS OFFICIAL STATEMENT. ANY
REPRESENTATIONS TO THE CONTRARY MAY BE A CRIMINAL OFFENSE.

Other than with respect to information concerning Financial Security contained under the caption
“Bond Insurance” and Exhibit H specimen ‘“Municipal Bond Insurance Policy” herein, none of the
information in this Official Statement has been supplied or verified by Financial Security and Financial
Security makes no representation or warranty, express or implied, as to (i) the accuracy or completeness of
such information; (ii) the validity of the Series 2003 Bonds; or (iii) the tax-exempt status of the interest on the
Series 2003 Bonds.
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OFFICIAL STATEMENT

$94,295,000
COMMUNITY DEVELOPMENT ADMINISTRATION
MARYLAND DEPARTMENT OF HOUSING AND COMMUNITY DEVELOPMENT
CAPITAL FUND SECURITIZATION REVENUE BONDS
Series 2003

INTRODUCTION

The purpose of this Official Statement is to furnish certain information in connection with the
sale by the Maryland Community Development Administration (the “Administration”) of its Capital Fund
Securitization Revenue Bonds, Series 2003 (the “Series 2003 Bonds™). The Series 2003 Bonds will be
issued under the Master Trust Indenture (the “Master Indenture”), dated as of December 1, 2003, by and
between the Administration and Manufacturers and Traders Trust Company, as trustee (the “Trustee”), as
supplemented and amended by the First Supplemental Trust Indenture, dated as of December 1, 2003, by
and between the Administration and the Trustee (the “First Supplemental Indenture,” and, together with
the Master Indenture, the “Indenture’). Certain terms used herein are defined in APPENDIX A.

The Series 2003 Bonds are being issued to provide funds to the Administration to (i) pay Costs of
Issuance and Capitalized Interest, (ii) fund the Liquidity Accounts established under each Loan
Agreement, and (iii) make loans (each a “Loan” and collectively the “Loans”) to those public housing
authorities in the State (each a “Participating Authority” and collectively the “Participating Authorities”)
that execute a Loan Agreement (each a “Loan Agreement” and collectively the “Loan Agreements”)
among the Administration, the Trustee and such Participating Authorities. The proceeds of the Loans will
be used for the purpose of financing accelerated renovations and repairs under the Capital Fund Program
(as defined below) for those community development projects (“Public Housing Developments”), as
defined in Sections 2-201 through 2-208 of Article 83B of the Annotated Code of Maryland (as amended
from time to time, the “Act”), owned by Participating Authorities that constitute “public housing” projects
within the meaning of the United States Housing Act of 1937, as amended (42 U.S.C. §1437) (the “1937
Act”).

The Series 2003 Bonds are Senior Obligations under the Indenture and are payable from the
Revenues and other funds, rights and interests of the Administration pledged for payment of Senior
Obligations under the terms of the Indenture. Under the Indenture, “Revenues” consist primarily of
payments made by Participating Authorities pursuant to Loan Agreements, including those made by the
United States Department of Housing and Urban Development (“HUD”) on behalf of Participating
Authorities, and received by the Trustee for deposit in the Revenue Fund.

The “Capital Fund Program” administered by HUD provides annual capital grants (“Capital
Funds”) to Authorities (as defined in Appendix A) to enable Authorities to construct, modernize, renovate
or rehabilitate public housing developments. Amounts payable to or for the benefit of the Authorities
pursuant to the Capital Fund Program are subject to the availability of annual appropriations for such
purposes by the Congress of the United States of America (“Congress”). See “SECURITY FOR THE
BONDS,” “CAPITAL FUND PROGRAM” and “RISK FACTORS RELATING TO THE BONDS.”

Prior to the issuance of the Series 2003 Bonds, HUD will have approved the issuance thereof
pursuant to letters from HUD to the Administration and each Participating Authority (the “HUD
Approval Letters”), in substantially the form attached hereto as APPENDIX B. Authorities traditionally
receive capital grant funds from HUD pursuant to Annual Contributions Contracts (each an “ACC”) with
respect to the related Public Housing Developments. HUD has authorized Participating Authorities to
pledge and assign Capital Funds to the payment of the Loans pursuant to capital fund financing
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amendments to the ACCs (each an “ACC Financing Amendment”) between HUD and each Participating
Authority that provide generally for the use of Capital Funds to pay Loan Debt Service (as defined
below). The form of the ACC Financing Amendments is attached hereto as APPENDIX C. See
“CAPITAL FUND PROGRAM—HUD Approval Letters” and “—ACC Financing Amendment.”

The Bonds are special obligations of the Administration, an agency in the Division of
Development Finance of the Department of Housing and Community Development, a principal
department in the government of the State of Maryland, payable solely from and secured by the property
comprising the Trust Estate described in the Indenture. The Administration has no taxing power. The
Bonds do not constitute a debt of the State of Maryland, any political subdivision thereof, the
Administration or the Department, or a pledge of the faith, credit or taxing power of the State, any
such political subdivision, the Administration or the Department. The Bonds are not, under any
circumstances, payable from or secured by any other assets of the Administration not expressly
pledged to payment of the Bonds, including, without limitation, the Administration’s General Bond
Reserve Fund.

The Bonds are not a debt or liability of, or guaranteed by, the United States of America or HUD.
The full faith and credit of the United States of America is not pledged to the payment of Bond Debt
Service. The payment of Bond Debt Service is not guaranteed by the United States of America or HUD.

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository
for the Series 2003 Bonds. The Series 2003 Bonds will be issued as fully registered securities registered
in the name of Cede & Co. (DTC’s nominee). One fully registered Series 2003 Bond certificate will be
issued for each maturity of the Series 2003 Bonds, each in a principal amount equal to the aggregate
principal amount of such maturity, and will be deposited with DTC. Individual purchases may be made
in book entry form only, in the denominations of $5,000 and integral multiples thereof. See APPENDIX E
“DTC AND BOOK ENTRY.”

Brief descriptions of the security for the Bonds, the Administration and HUD’s Capital Fund
Program are included in this Official Statement. The descriptions of the Bonds and other documents are
qualified in their entirety by reference to them. Copies of the Indenture and certain other documents are
available from the Administration upon request. The order and placement of materials in this Official
Statement, including the Appendices, are not to be deemed to be a determination of relevance, materiality
or relative importance, and this Official Statement, including the Appendices, which are integral parts of
this Official Statement, must be considered in its entirety. All capitalized terms used in this Official
Statement that are not otherwise defined herein shall have the meanings ascribed to them in APPENDIX A,
which also contains summaries of certain provisions of the Indenture.

THE BONDS

The following is a summary of certain provisions of the Series 2003 Bonds. Reference is made to
the Indenture and to the summary of the Indenture included in APPENDIX A hereto for a more complete
description of the Bonds and the security for the Bonds. The discussion herein is qualified by such
references.

General

The Series 2003 Bonds will be issued as fully registered bonds in the denominations of $5,000
and authorized integral multiples thereof and will be dated the date of their delivery (the “Delivery
Date). The Series 2003 Bonds will bear interest from the later of their date or the most recent interest
payment date to which interest has been paid or duly provided for, until paid, payable semiannually on
January 1 and July 1 of each year, with the first interest payment date being July 1, 2004. The Series
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2003 Bonds will bear interest at the rates per annum, and will mature in the principal amounts on July 1
of each year, as set forth on the cover page of this Official Statement. Interest on the Series 2003 Bonds
will be calculated on the basis of a 360-day year consisting of twelve 30-day months.

Principal of, and premium, if any, on the Series 2003 Bonds are payable upon presentation and
surrender thereof at the Designated Corporate Trust Office of the Paying Agent. Interest on the Series
2003 Bonds will be paid by check or draft drawn upon the Paying Agent and mailed (by first class mail)
to registered owners as of the Record Date at the addresses shown on the registration books maintained by
the Registrar, provided that, at the written request of the registered owner of at least $1,000,000 principal
amount of Series 2003 Bonds (which request may provide that it will remain in effect with respect to each
subsequent Interest Payment Date unless and until changed or revoked at any time prior to an Interest
Payment Date by subsequent written notice to the Paying Agent) interest shall be paid by wire transfer or
other method of transfer of immediately available funds acceptable to the Paying Agent and the
Administration. Payment shall be made in any coin or currency of the United States of America which at
the time of payment is legal tender for the payment of public and private debts.

Redemption of Bonds

Optional Redemption. The Series 2003 Bonds are subject to redemption prior to maturity at the
option of the Administration as a whole, or in part in integral multiples of $5,000 in any order of their
maturity as determined by the Administration (less than all of the Series 2003 Bonds of a single maturity
to be selected by lot by the Trustee), on July 1, 2013, and on any date thereafter, at a redemption price
equal to the principal amount of Series 2003 Bonds to be redeemed plus accrued interest to the
redemption date. The funds available for such redemption shall be net of that amount needed to pay the
costs and expenses referenced in the Loan Agreements.

Special Optional Redemption. The Series 2003 Bonds are subject to redemption prior to maturity
in part at any time, at a redemption price of par plus accrued interest to the redemption date:

(i) at the direction of HUD or the Administration in the event that HUD imposes
administrative sanctions on a Participating Authority which would have the effect of reducing the
payment of Capital Funds to such Participating Authority in any year by at least 20%, or

(i) at the option of the Administration, in the event that a Participating Authority
defaults under its Loan Agreement;

in either event, in an amount not to exceed the outstanding amount of such Participating Authority’s
Proportionate Share of Series 2003 Bonds.

With respect to special optional redemptions, the unexpended proceeds of the affected
Participating Authority’s Loan, less amounts (i) already obligated or encumbered for the payment of
Eligible Costs and (ii) needed to be deposited in the Liquidity Account in order to meet the Liquidity
Account Requirement, shall be used for such redemption.



Mandatory Sinking Fund Redemption. The Series 2003 Bond maturing July 1, 2021, in the
principal amount of $23,970,000 (the “Term Bond”), is subject to mandatory redemption, in integral
multiples of $5,000 selected by lot by the Trustee, at a redemption price of par plus accrued interest to the
redemption date, on July 1 of each of the years and in the principal amounts as follows:

Date Principal
July 1) Amount
2016 $4,370,000
2017 3,075,000
2018 4,235,000
2019 4,815,000
2020 5,850,000
2021 1,625,000

The principal amount of the Term Bond to be mandatorily redeemed in each year may be reduced
through the earlier optional or special optional redemption thereof, with any partial optional redemptions
of such Term Bond credited against future mandatory redemption requirements in such order of the
mandatory redemption dates as the Administration may determine. In addition, on or prior to the 60" day
preceding any mandatory redemption date, the Trustee may, and if directed by the Administration shall,
purchase the Term Bond required to be retired on such mandatory redemption date. Any such Term Bond
so purchased shall be cancelled and the principal amount thereof shall be credited against the mandatory
sinking fund redemption required on such next mandatory sinking fund redemption date.

Special Mandatory Redemption. Each Loan Agreement provides that, in the event that any
Participating Authority’s public housing units are damaged or destroyed, or taken by eminent domain,
such Participating Authority will apply the proceeds of any insurance or condemnation award
(“Insurance/Condemnation Proceeds”) received with respect thereto to the repair, rebuilding or
replacement of the affected property to the extent permissible under law.

If for any reason repair, rebuilding or replacement is not permitted with respect to any such
destroyed or damaged units, such Participating Authority’s Loan will become due and payable to the
extent of Insurance/Condemnation Proceeds received in the event that any Rating Agency determines that
the failure to apply such proceeds to the redemption of Series 2003 Bonds would result in a reduction or
withdrawal of the underlying rating on the Series 2003 Bonds.

Thus, the Series 2003 Bonds shall be redeemed in part, at a redemption price of par plus accrued
interest to the redemption date, in the event that:

(i) a Participating Authority’s public housing development or developments are
substantially damaged or destroyed by casualty or taken by eminent domain,

(i1) the proceeds of any insurance or condemnation awards with respect thereto are not
applied towards the repair, rebuilding or replacement of such developments, and

(iii) any Rating Agency determines, after written notice of such damage or condemnation,
that the failure to apply such proceeds to the redemption of the Series 2003 Bonds would result in a
reduction or withdrawal of the underlying rating on the Series 2003 Bonds.

Upon any such Rating Agency determination pursuant to clause (iii) above, the Administration
shall direct the Trustee to publish a notice of redemption in accordance with the Indenture.
Insurance/Condemnation Proceeds shall be used for such redemption.



General. The Series 2003 Bonds shall be redeemed only in the principal amount of $5,000 and
integral multiples thereof. For purposes of any redemption of less than all of the outstanding Series 2003
Bonds of a single maturity, the particular Series 2003 Bonds or portions of Series 2003 Bonds to be
redeemed shall be selected by lot by such method of lottery as the Trustee shall deem proper in its sole
discretion; provided that such lottery shall provide for the selection for redemption of Series 2003 Bonds
or portions of Series 2003 Bonds in principal amounts of $5,000 and integral multiples thereof.

With respect to any redemption of Series 2003 Bonds other than mandatory sinking fund
redemptions, unless moneys sufficient to pay the redemption price of the Series 2003 Bonds to be
redeemed shall have been received by the Trustee prior to the giving of the notice of redemption, such
notice may, at the option of the Administration, state that such redemption shall be conditional upon the
receipt of such moneys by the Trustee on or prior to the date fixed for redemption. If such moneys are not
received, such notice shall be of no force and effect, the Administration shall not redeem such Series 2003
Bonds, and the Trustee shall give notice, in the same manner in which the notice of redemption shall have
been given, that such moneys were not so received and that such Series 2003 Bonds will not be redeemed.

Selection of Bonds to be Redeemed. In the event of redemption of less than all the Outstanding
Series 2003 Bonds, priority and maturity, the Trustee shall assign to each such Outstanding Series 2003
Bond a distinctive number for each minimum denomination of the principal amount thereof so as to
distinguish each such minimum denomination from each other portion of the Series 2003 Bonds subject
to such redemption. The Trustee shall select by lot, using such method of selection it shall deem proper
in its sole discretion, from the numbers of all such Series 2003 Bonds then Outstanding of such maturity,
as many numbers as, at the minimum denomination for each number, shall equal the principal amounts of
such Series 2003 Bonds to be redeemed. The Series 2003 Bonds to be redeemed shall be the Series 2003
Bonds to which were assigned numbers so selected; but only so much of the principal amount of each
such Series 2003 Bonds of a denomination of more than the minimum denomination shall be redeemed as
shall equal the minimum denomination for each number assigned to it and so selected. For the purposes
of this selection process, Series 2003 Bonds which have theretofore been selected by lot for redemption
shall not be deemed Outstanding.

Any integral multiple of a minimum denomination may be utilized in connection with the partial
redemption of Series 2003 Bonds and such Series 2003 Bonds shall be subject to selection for redemption
in the amount of such multiple but otherwise in accordance with the procedure described above.

Notice of Redemption

Unless waived in writing by any holder of Series 2003 Bonds to be redeemed, notice of the call
for any such redemption shall be given by the Trustee on behalf of the Administration by mailing the
redemption notice by first class mail or registered or certified mail, return receipt requested (such delivery
method to be determined by the Trustee) at least thirty (30) days and not more than forty-five (45) days
prior to the date fixed for redemption to DTC (or, if the Series 2003 Bonds are not Book Entry Bonds, to
the registered Owners thereof).

Transfer and Exchange

Each Series 2003 Bond shall be transferable only upon the books of the Administration, which
shall be kept for such purpose at the Designated Corporate Trust Office of the Registrar, by the registered
owner thereof in person or by his attorney duly authorized in writing, upon surrender thereof together
with a written instrument of transfer satisfactory to the Registrar duly executed by the registered owner or
his duly authorized attorney. Upon the transfer of any such Series 2003 Bond, the Administration shall
issue in the name of the transferee a new Bond or Bonds, of the same aggregate principal amount, Series,
priority, interest rate and maturity as the surrendered Bond.



SECURITY FOR THE BONDS

General. Pursuant to the Indenture, the Administration has assigned and pledged to the Trustee
the Trust Estate, consisting of (i) all Revenues; (ii) all moneys and securities from time to time held by the
Trustee under the terms of the Indenture (excluding the Costs of Issuance Fund); (iii) and moneys and
securities from time to time held by the Trustee under each Loan Agreement, subject to use and
application in accordance with the provisions thereof; (iv) all right, title and interest of the Administration
in each Loan Agreement, reserving, however, the Reserved Rights, including all rights to receive the
payments to be made thereunder and all rights to enforce and exercise remedies thereunder; and (v) any
and all other real or personal property of every name and nature, from time to time conveyed, mortgaged,
pledged, assigned or transferred as and for additional security under the Indenture by the Administration
or by anyone on its behalf or with its written consent to the Trustee; provided, however, that in exercising
any rights under a Loan Agreement pursuant to clause (iii) or (iv) above, the Trustee may only exercise
such rights against a Participating Authority that has defaulted under its Loan Agreement, as provided in
the Indenture.

The Bonds and all other Senior Obligations issued under the Indenture are limited, not general,
obligations of the Administration, payable solely from the Trust Estate, including all Revenues and
moneys and securities on deposit in any of the accounts established under the Indenture (other than the
Costs of Issuance Fund), including the investments, if any, thereof (other than earnings and income
derived from amounts on deposit in the Costs of Issuance Fund), subject to the application of such funds
to the purposes and on the conditions permitted by the Indenture. The Bonds are not secured by a
mortgage or security interest on any of the Administration’s assets or properties (other than those pledged
under the Indenture). See “CAPITAL FUND PROGRAM?” and “RISK FACTORS RELATING TO THE
BONDS.”

Each Participating Authority will provide to HUD a schedule that sets forth the annual payments
of principal and interest on the Loan that such Participating Authority is obligated to make pursuant to its
respective Loan Agreement (“Loan Debt Service”). HUD has agreed, pursuant to each ACC Financing
Amendment and HUD Approval Letter, to pay directly to the Trustee from Capital Funds available to
each Participating Authority an amount equal to Loan Debt Service (unless otherwise paid from
Capitalized Interest) in accordance with the schedule provided by such Participating Authority. In order
to permit such payments to be made, each Participating Authority has agreed to execute and deliver
annually an ACC Amendment to the applicable ACC (each an “Annual ACC Amendment”) that directs
HUD to pay directly to the Trustee from Capital Funds available to such Participating Authority an
amount equal to annual Loan Debt Service plus any previously unpaid Loan Debt Service and/or the
amount required to restore the Liquidity Account to the Liquidity Account Requirement. Each
Participating Authority shall deliver an Annual ACC Amendment not later than 75 days prior to the first
date for the first payment of Loan Debt Service scheduled to be made from Capital Funds pursuant to
such Annual ACC Amendment or by the earliest date on which such Annual ACC Amendment may be
executed under the rules and regulations of HUD, if such date is later. See “CAPITAL FUND
PROGRAM—HUD Approval Letters” and “—ACC Financing Amendment.”

Pursuant to each Loan Agreement, and unless otherwise paid from Capitalized Interest, the
Trustee shall receive for deposit in the Revenue Account established under such Loan Agreement
payments from HUD pursuant to the Capital Fund Program in the amount of Loan Debt Service due on
each Participating Authority’s Loan. Pursuant to each Loan Agreement, the Trustee will deposit in the
Revenue Fund for the Bonds an amount equal to Loan Debt Service, less an amount equal to the
Administration’s Fee, and such amount so transferred shall constitute Revenues under the Indenture.
Collectively, the Revenues have been calculated to be sufficient to pay principal of, premium, if any and
interest on, the Bonds when due.



In addition, as further security for each Participating Authority’s Loan, a portion of the initial
Loan to each Participating Authority will be deposited into a Liquidity Account for such Loan, to be held
by the Trustee under the Loan Agreement, in an amount equal to the Liquidity Account Requirement.
Amounts in the separate Liquidity Accounts held under a Loan Agreement are pledged to the
Administration as security for the related Loan. In the event a Loan Payment is not made when due by
HUD, the Trustee will apply amounts on deposit in the Liquidity Account to pay Loan Debt Service due
on such Loan. See APPENDIX D — “SUMMARY OF CERTAIN PROVISIONS OF THE LOAN
AGREEMENTS.”

Under the Loan Agreements, the Participating Authorities have irrevocably pledged and assigned
to the Administration and the Trustee as security for their Loans such of their Capital Funds as are paid to
the Trustee by HUD pursuant to the ACC Financing Amendments. Bondholders have no further
recourse, however, to any assets of the Participating Authorities in the event that such pledged Capital
Funds are insufficient to pay Bond Debt Service.

The occurrence of a default under a Loan Agreement with respect to a particular Participating
Authority does not cause a default to occur under the Loan Agreements for the other Participating
Authorities. A failure by HUD to make Capital Funds available to pay Loan Debt Service on any
Participating Authority’s Loan, after depletion of such Participating Authority’s Liquidity Account and
any other available funds, will result in a default on the Bonds.

HUD has agreed to pay the Capital Funds directly to the Trustee under the Loan Agreements on
behalf of the Participating Authorities pursuant to ACC Financing Amendments. HUD has further agreed
that it will not permit disbursements of the amounts due the Participating Authorities under the Capital
Fund Program in any fiscal year for purposes other than Loan Debt Service to the extent that any such
disbursement would reduce the amounts available for such fiscal year below the amounts scheduled for
Loan Debt Service and related costs in such fiscal year.

Additional Bonds. The Indenture and the Loan Agreements provide that the Administration may
issue additional Series of Bonds (“Additional Bonds”) from time to time subsequent to the issuance of the
Series 2003 Bonds on a parity with the Series 2003 Bonds and secured by an equal charge and lien on the
Revenues and assets pledged under the Indenture if the Administration files with the Trustee (a) HUD’s
written approval of the issuance of such Additional Bonds, (b) a Certificate demonstrating that, for each
Participating Authority, the lesser of (y) the Capital Funds received by such Participating Authority in the
immediately preceding Federal fiscal year and (z) the average annual amount of Capital Funds received
by such Participating Authority in the three Federal fiscal years immediately preceding the issuance of the
Additional Bonds, equals or exceeds an amount equal to three (3) times the Loan Debt Service of such
Participating Authority, determined in reference to all Loans outstanding and the additional Loan
proposed to be made, provided that such multiple (A) may be less than three (3) upon (i) the written
consent of each Bond Insurer and (ii) advice from each Rating Agency that such lower multiple will not
result in a lower rating on the then Outstanding Bonds than the rating in effect prior to the issuance of the
Additional Bonds and (B) must be greater than or equal to four (4) with respect to the Housing Authority
of the City of Annapolis, unless otherwise advised by each Rating Agency, and (c) (i) the written consent
of each Bond Insurer and (ii) advice from the Rating Agencies that such action will not have an adverse
effect on the then-current ratings of the Bonds Outstanding, but only in the event that one or more of the
Participating Authorities in relation to the Additional Bonds is different from the Authorities that are
Participating Authorities prior to the issuance of the Additional Bonds.

Additional Senior Obligations consisting of Credit Facilities or Qualified Hedge Agreements may
be incurred on the conditions and as provided in the Indenture.

The Series 2003 Bonds are the first Bonds to be issued under the Indenture. There are no other
Bonds outstanding under the Indenture.



The Series 2003 Bonds, together with any Additional Bonds secured on a parity basis, are
referred to collectively as the “Bonds.” The Administration may issue Additional Bonds to fund
additional Loans to the Participating Authorities described in “THE PARTICIPATING AUTHORITIES”
herein or to fund Loans to other Authorities in the State. See APPENDIX A, “ADDITIONAL BONDS
AND REFUNDING BONDS.”

In addition, Participating Authorities may issue bonds or enter into loan agreements for additional
bonds or loans secured by the Capital Funds available to such Participating Authorities. However, the
Participating Authorities covenant in the Loan Agreements that the claim of any such bonds or loans on
such Participating Authority’s Capital Funds shall be subordinate to the pledge of such moneys given to
secure the Loans and that the Rating Agencies confirm that such bonds or loans will not adversely affect
the then current rating of the Bonds.

Subordinated Debt. The Indenture provides that the Administration may issue Subordinate
Obligations from time to time thereunder or under other indentures or resolutions of the Administration
secured by (i) the pledge of amounts which may be withdrawn from the Subordinate Obligation Debt
Service Fund as long as such pledge is expressly junior and subordinate to the pledge in favor of Senior
Obligations contained in the Indenture or (ii) assets and revenues of the Administration other than the
Revenues and assets pledged pursuant to the Indenture.

BOND INSURANCE

There follows under this caption certain information concerning Financial Security Assurance
Inc. (“Financial Security”) and its Municipal Bond Insurance Policy for the Series 2003 Bonds (the
“Policy” )which has been supplied by Financial Security. Financial Security has also supplied the
specimen of the Policy attached hereto as Appendix H. No representation is made by the Administration,
the Underwriters or any of their counsel as to the accuracy, completeness or adequacy of such
information, or as to the absence of any materially adverse changes in such information subsequent to the
date hereof. Neither the Administration, the Underwriters or any of their counsel has made any
independent investigation of Financial Security or the Policy. Except for payment of the premium for the
Policy by the Administration, neither the Administration nor the Underwriters have any responsibility
whatsoever with respect to the Policy, including the maintenance or enforcement therefor or the
collection of amounts payable thereunder.

Bond Insurance Policy

Concurrently with the issuance of the Series 2003 Bonds, Financial Security will issue the Policy.
The Policy guarantees the scheduled payment of principal of and interest on the Series 2003 Bonds when
due as set forth in the form of the Policy included as Exhibit H to this Official Statement.

The Policy is not covered by any insurance security or guaranty fund established under New
York, California, Connecticut or Florida insurance law.

Financial Security Assurance Inc.

Financial Security is a New York domiciled insurance company and a wholly owned subsidiary
of Financial Security Assurance Holdings Ltd. (“Holdings”). Holdings is an indirect subsidiary of Dexia,
S.A., a publicly held Belgian corporation. Dexia, S.A., through its bank subsidiaries, is primarily
engaged in the business of public finance in France, Belgium and other European countries. No
shareholder of Holdings or Financial Security is liable for the obligations of Financial Security.



At September 30, 2003, Financial Security's total policyholders' surplus and contingency
reserves were approximately $2,021,327,000 and its total unearned premium reserve was
approximately $1,281,769,000 in accordance with statutory accounting practices. At September 30,
2003, Financial Security's total shareholders' equity was approximately $2,208,123,000 and its total net
unearned premium reserve was approximately $1,098,686,000 in accordance with generally accepted
accounting principles.

The financial statements included as exhibits to the annual and quarterly reports filed by Holdings
with the Securities and Exchange Commission are hereby incorporated herein by reference. Also
incorporated herein by reference are any such financial statements so filed from the date of this Official
Statement until the termination of the offering of the Series 2003 Bonds. Copies of materials
incorporated by reference will be provided upon request to Financial Security Assurance Inc.: 350 Park
Avenue, New York, New York 10022, Attention: Communications Department (telephone (212) 826-
0100).

The Policy does not protect investors against changes in market value of the Series 2003 Bonds,
which market value may be impaired as a result of changes in prevailing interest rates, changes in
applicable ratings or other causes. Financial Security makes no representation regarding the Series 2003
Bonds or the advisability of investing in the Series 2003 Bonds. Financial Security makes no
representation regarding the Official Statement, nor has it participated in the preparation thereof, except
that Financial Security has provided to the Administration the information presented under this caption
for inclusion in the Official Statement.

THE ADMINISTRATION

The Administration is an agency in the Division of Development Finance of the Department,
which is a principal department of the government of the State.

The Bonds are not, under any circumstances, payable from or secured by any other funds or
assets of the Administration not expressly pledged to payment of the Bonds, including, without limitation,
the Administration’s General Bond Reserve Fund.

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 Acts 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 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. The Department
consists of six divisions: the Division of Development Finance, the Division of Credit Assurance, the
Division of Finance and Administration, the Division of Neighborhood Revitalization, the Division of
Historical and Cultural Programs and the Division of Information Technology.

The Division of Development Finance is the lending and bond issuing division of the
Department, originating loans under the Department’s various lending programs and providing
underwriting services for loans to the Department and its other divisions and agencies. The
Administration is an agency within the Division of Development Finance.



The Secretary, with the approval of the Governor, appoints the Director of the Administration,
and the Director of the Administration, with the approval of the Secretary, appoints the Deputy Executive
Directors of the Administration and the 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 to 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 and three
members of the Department and one member of the Executive Branch not employed by the Department.
When urgent action is required, the Secretary may approve a specific loan request without receiving the
recommendation of the Review Committee.

The Division of Credit Assurance, the insuring division of the Department, provides certain asset
management, monitoring and workout related services to the Department and its divisions and agencies,
including the Administration.

The Division of Finance and Administration under the direction of the Chief Financial Officer of
the Department provides budget, accounting, auditing and administrative services to the Department. In
addition, the Administration has a finance office which handles finance and accounting for lending and
bond activities and insurance activities, under the direction of the Chief Financial Officer of the
Department who reports to the Director of the Administration with respect to its financial functions.

The Division of Information Technology develops and maintains information systems and trains
Departmental staff in the use of computer resources.

The Department has established a Revenue Bond Advisory Board (the “Board”). The Board
provides independent advice and expertise to the Department with respect to issuance of revenue bonds,
including the Bonds. The Board consists of seven members appointed by the Secretary, including the
Deputy Secretary (who chairs the Board), one other representative of the Department, two representatives
of other agencies of State government (one from an agency which issues revenue bonds), one
representative of the State Treasurer’s Office, and two members of the public. The Board reviews and
makes recommendations to the Secretary with respect to each issuance of bonds. The Secretary has the
final authority to approve each issuance after receipt of the Board’s recommendation. When urgent action
is required, the Secretary may approve an issuance of bonds without action by the Board or may vary the
terms of the Board’s recommendation. In addition, the Board advises the Department on procedures for
issuing bonds and on selection and performance of financial advisors, underwriters, and accountants.

The Administration pays costs and expenses of operating its programs from earnings received
from its programs financed by bond indentures and resolutions of the Administration in excess of the
amounts required to pay principal of and interest on its bonds and notes.

The office of the Administration is located at 100 Community Place, Crownsville, Maryland
21032. Inquiries for documents or concerning this Official Statement should be directed to Anne P.
Konrad, Director, Finance, at (410) 514-7326 or at konrad @dhcd.state.md.us.

Limited Involvement of the Administration
The Administration has no obligation to review, control or oversee the activities of the
Participating Authorities or the compliance by them with any covenants or provisions of any related

documents, including (without limitation) any covenants that relate to the excludability from gross
income of interest on the Bonds.
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ESTIMATED SOURCES AND USES OF FUNDS

The estimated sources and uses of funds relating to the issuance of the Series 2003 Bonds are
shown below:

Sources:
Series 2003 Bonds $94,295,000.00
Net Bond Premium 758.,204.85
Total Sources $95.053.204.85
Uses:
Deposit to Loan Fund $86,491,089.96
Capitalized Interest 5,601,083.96
Underwriters’ Discount 830,138.83
Administration’s Fee 942,950.00
Other Costs of Issuance* 557,942.00
Total Uses $95.053.204.85

* Includes bond insurance premium, rating agency fees, bond counsel and other legal fees, and trustee’s fees.
CAPITAL FUND PROGRAM
Public Housing Program

Public Housing Generally. The public housing program was created by the 1937 Act to provide
improved housing for low-income households and to stimulate employment in the construction industry
during the Great Depression. Under the system established by the 1937 Act, local governments adopted
legislation to create Authorities. Authorities, such as the Participating Authorities, develop, own, operate
and maintain housing for rental to low-income families (those with incomes at or below 80% of area
median income) and very low-income families (those with incomes at or below 50% of area median
income). Currently, the 1937 Act requires, generally, that at least 40% of the public housing units of a
particular Authority which become available in a given year be rented to families with incomes at or
below 30% of area median income.

Since 1965, the public housing program has been administered at the Federal level by HUD. Of
the almost 1.3 million public housing units in the United States, which are divided among approximately
13,000 developments, nearly ninety percent were constructed prior to 1975. Average total family income
for families in public housing as of December 2000 was $10,012; eighty-four percent of households had
incomes below $15,000. Seventy-eight percent of public housing tenants had annual incomes below 50%
of area median income, and of these, almost three-quarters had incomes below 30% of area median
income.

Funding. Historically, the Federal Government has paid nearly all of the costs of developing,
maintaining, modernizing and operating public housing to the extent that rents collected from tenants
were insufficient for those purposes. Authorities generally financed the construction of public housing by
issuing tax-exempt bonds, with respect to which principal and interest payments were guaranteed by the
Federal Government through forty-year subsidy contracts known as Annual Contributions Contracts
(“ACCs”), or through direct loans from HUD under the ACCs, while property rents paid operating costs.
Rents were set at a level sufficient to pay those costs.
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Throughout the 1950s and the 1960s, as average tenant incomes in public housing declined,
tenants paid an increasing share of income for rent. In response to concerns over rent burdens and the
ability of Authorities to meet operating costs, the Federal Government, beginning in 1969, made
significant changes to the public housing program. Tenant rental payments were limited to 25% of
household income, resulting in a substantial reduction in rent receipts for Authorities. (The limit on
tenant rental payments was increased to 30% of tenant income in 1981.) To offset this loss of income, the
Federal Government provided funds to Authorities for the operation and maintenance of public housing.
These Federal operating subsidies rose from $75 million in 1970 to more than $1 billion annually ten
years later.

Renovation—Modernization Programs and Funding. The original funding mechanism for public
housing construction did not provide funding for a capital replacement reserve or for modernization. As
the public housing stock aged and operating revenues declined, capital replacement and repair needs
grew, and as a result, in 1968, HUD and Congress began a series of efforts to fund major repairs and
renovation - referred to generally under the term “modernization.” Initially, modernization costs were
paid by HUD through the ACCs, either by increasing amounts payable under the original ACC with
respect to a project or through a separate contract. In 1980, Congress enacted the Comprehensive
Improvement Assistance Program (“CIAP”), which provided modernization funds to Authorities through
a grant process based on need. After 1986, the Major Reconstruction of Obsolete Projects (“MROP”)
program increased modernization funding, targeting the most seriously deteriorated properties. Between
1981 and 1990, more than $12 billion in CIAP and MROP modernization funding was approved. See
Table 2 below.

Modernization funding was increased and the method of funding for large Authorities was
changed in 1990 with the adoption of the Comprehensive Grant Program (“Comp Grant”). Comp Grant
was limited to Authorities with more than 250 units and, unlike CIAP, was a formula based program,
under which large Authorities were assured of receiving capital funding based on their size,
modernization needs and replacement needs, among other criteria. The CIAP program continued to serve
smaller Authorities.

Establishment of the Capital Fund Program

In 1998, Congress passed the Quality Housing and Work Responsibility Act (“QHWRA”), which
contained a major revision of the public housing laws. QHWRA amended Section 9 of the 1937 Act to
replace the Comp Grant and CIAP programs with a new Capital Fund Program for Authorities. Under the
Capital Fund Program, Authorities receive formula-based capital funding grants from HUD which may be
used, among other things, to finance the renovation and modernization of public housing developments.
QHWRA also revised the way in which operating subsidies are provided by establishing the public
housing Operating Fund.

The amount of Capital Fund and Operating Fund subsidies allocated to each Authority is set
according to formulas developed by HUD through negotiated rulemaking procedures, taking into account
factors provided by the statute. HUD has issued a final rule governing Capital Fund allocations and an
interim rule containing the interim formula for Operating Fund allocations. The Capital Fund allocation
rule is set forth at 24 C.F.R. Part 905. The Capital Funds, which are allocated annually by HUD, based
upon annual appropriations from the Congress, represent the major source of funding for modernization
and other capital activities at Authorities and are the source of the moneys pledged by the Participating
Authorities for payment of the Loans, and consequently of the Revenues to pay the Bonds.

Capital Fund Authorization and Appropriations by Congress

Under Atrticle I, § 9 of the United States Constitution, the power to appropriate funds to be spent
by the Federal Government belongs to the Congress. Typically, when Congress creates a new program
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such as the Capital Fund Program, it authorizes the expenditure of Federal funds in the prescribed manner
for the stated purposes. This authorizing legislation may limit the amount of money to be spent on a
given purpose and/or the period of time in which the program may operate, or it may establish the
program permanently and permit the spending of such funds as may be necessary for the legislative
purpose. In either such event, in addition to an expenditure of funds being generally authorized by law,
the amounts to be spent must also be specifically appropriated by the Congress. Appropriations are
typically made in various Appropriations Acts that fund the operation of all activities of the Federal
Government. Appropriations Acts are normally adopted annually by Congress, as an outcome of the
process by which the Executive Branch proposes a budget to Congress and the elements of that budget are
negotiated within Congress and between Congress and the President.

Section 519(a) of QHWRA authorized the appropriation of $3 billion for the Capital Fund
Program for Federal fiscal year 1999, and such sums as may be necessary for Federal fiscal years 2000
through 2003. Although there is no authorization for appropriations under the Capital Fund Program or
the Operating Fund after Federal fiscal year 2003, those programs remain in effect and Congress regularly
provides appropriations for programs without a specific authorization to appropriate. In Federal fiscal
year 2000, the appropriation for the Capital Fund Program was $2.90 billion; in Federal fiscal year 2001,
it was $2.99 billion; in Federal fiscal year 2002 it was $2.84 billion; and in Federal fiscal year 2003 it was
$2.73 billion. As of the date hereof, the House of Representatives and the Senate have agreed to a Capital
Fund Program allocation of $2.71 billion for Federal fiscal year 2004 in a Conference Agreement but
have not passed final appropriation legislation, notwithstanding the absence of an authorization for such
appropriations. See “RISK FACTORS RELATING TO THE BONDS—Termination of Capital Fund
Program.”

History of Modernization Funding

Appropriations.  The amount of funds appropriated by Congress for public housing
modernization has varied from year to year. Table 1 below shows such appropriations between 1975 and
2003. The column headed “President’s Budget” reflects the budget formally proposed to the Congress by
the President for the applicable public housing modernization program(s) for the Federal fiscal years
listed. The column headed “Enacted Appropriation Utilized” reflects the actual appropriations by the
Congress for such programs for the particular Federal fiscal years, adjusted by rescission, carryovers and
technical items. Data is not presented for Federal fiscal years prior to 1975, because prior to the
enactment of the Budget and Impoundment Control Act of 1974, the means by which such expenditures
were expressed were not comparable to those used in subsequent years. Specifically, Presidential
Budgets through Federal fiscal year 1975 and Congressional Appropriations Acts through Federal fiscal
year 1974 did not calculate “budget authority,” which is the primary measure of Federal spending
authority today.
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Table 1 — Appropriations for Public Housing Modernization: 1975 — 2003

Enacted
Federal Appropriation
Fiscal Year President’s Budget Utilized
1975 $ 800,000,000
1976 $ 800,000,000 421,932,000
1977 420,000,000 721,000,000
1978 735,000,000 838,404,000
1979 750,000,000 997,040,000
1980 750,000,000 999,559,000
1981 1,000,000,000 1,699,186,000
1982 1,500,000,000 1,799,873,000
1983 1,800,000,000 2,476,984,000
1984 1,400,000,000 1,612,750,000
1985 1,550,000,000 1,676,400,000
1986 175,000,000 1,441,020,000
1987 225,000,000 1,437,000,000
1988 1,000,000,000 1,728,000,000
1989 1,000,000,000 1,647,000,000
1990 1,000,000,000 2,030,000,000
1991 1,847,000,000 2,500,000,000
1992 2,267,000,000 2,801,000,000
1993 2,292,000,000 3,100,000,000
1994 3,100,000,000 3,230,000,000
1995 2,786,000,000 2,885,000,000
1996 4,884,000,000 2,500,000,000
1997 2,407,000,000 2,500,000,000
1998 2,400,000,000 2,500,000,000
1999 2,550,000,000 3,000,000,000
2000 2,555,000,000 2,900,000,000
2001 2,955,000,000 2,993,000,000
2002 2,293,000,000 2,843,400,000
2003 2,426,000,000 2,730,000,000
2004 2,641,000,000 2,712,255,000 @

Source: HUD Office of Public and Indian Housing, Office of the Budget.

(1) The actual amount appropriated for FY 1975 was $1,577,040,000; however, all but $800 million represented a “catch-up appropriation” for
the preceding Federal fiscal year.

(2) As of the date hereof, the House of Representatives and the Senate have agreed to a Capital Fund Program allocation of $2.71 billion for
Federal fiscal year 2004 in a Conference Agreement but have not passed final appropriation legislation.

Allocations of Modernization Funds by HUD. Once Congress has appropriated funds for
modernization, HUD is responsible for allocating those funds among the Authorities. The following table
shows total annual HUD allocations to Authorities for the different modernization programs from 1968 to
2002. The categories of expenditure relate to the various funding methods and programs discussed at
“Public Housing Program—Renovation—Modernization Programs and Funding,” above. “Extended
Amortization” refers to the period in which modernization was paid for through amendments to existing
ACCs, and assumes equal distribution of the amounts over the period. “20-Year Mod Program” refers to
the period in which modernization was funded through separate 20-year ACCs. The acronyms “CIAP,”
“MROP” and “CFP” refer, respectively, to the Comprehensive Improvement Assistance Program, the
Major Reconstruction of Obsolete Projects Program and the Capital Fund Program, all discussed above.
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Amounts allocated by HUD for modernization in a year (beginning with Federal fiscal year 1987) may
vary from the appropriation figure for such year, as shown in Table 1, principally because of set-asides
for other uses appropriated within this account.

Table 2 — HUD Allocations for Public Housing Modernization: 1968 — 2002

Federal
Fiscal  Extended 20-Year MOD
Year Amortization Program CIAP/MROP Comp Grant CFP Annual Total
1968  $106,880,000 $106,880,000
1969 106,880,000 106,880,000
1970 106,880,000 106,880,000
1971 106,880,000 106,880,000
1972 106,880,000 106,880,000
1973 106,880,000 106,880,000
1974 106,880,000 106,880,000
1975 106,880,000 $420,336,419 527,216,419
1976 106,880,000 217,558,855 324,438,855
1977 106,880,000 352,668,540 459,548,540
1978 106,880,000 454,960,519 561,840,519
1979 550,629,284 550,629,284
1980 552,040,232 552,040,232
1981 $ 900,182,577 900,182,577
1982 870,592,954 870,592,954
1983 1,245,600,798 1,245,600,798
1984 785,036,156 785,036,156
1985 822,897,921 822,897,921
1986 754,509,388 754,509,388
1987 1,516,889,551 1,516,889,551!
1988 1,680,561,427 1,680,561,427
1989 1,644,712,554 1,644,712,554
1990 1,967,541,173 1,967,541,173
1991 2,491,746,779 2,491,746,779
1992 551,888,392 $2,017,312,508 2,569,200,900
1993 338,826,806 2,605,819,065 2,944,645,871
1994 317,645,448 2,721,552,741 3,039,198,189
1995 300,911,690 2,597,146,155 2,898,057,845
1996 296,492,293  2,200,036,976 2,496,529,269
1997 322,063,915 2,082,200,443 2,404,264,358
1998 304,664,477 2,121,002,666 2,425,667,143
1999 356,289,781 2,448,714,883 2,805,004,664
2000 $2,766,251,218 2,766,251,218
2001 2,876,138,906 2,876,138,906
2002 2,706,551,413 2,706,551,413

Source: HUD Office of Public and Indian Housing, Office of the Budget.

)

Beginning with Federal fiscal year 1987, HUD changed the manner in which it accounted for allocations of modernization funds to
Authorities. Previously, HUD calculated allocations to Authorities in terms that did not relate directly to Congressional appropriations for
the particular Federal fiscal year in which an actual commitment of funds was made. The pre-fiscal year 1987 amounts in Table 2 are not
comparable either to amounts for corresponding years in Table 1 or to later amounts in Table 2. The tables, although different, show the
trends in modernization funding. In 1987, under new legislative authority, HUD began accounting for modernization expenditures by
means of “capital cost” or “grant” levels, directly comparable to the means by which funds were appropriated.
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Withholding of Capital Funds; Recapture of Capital Funds

The 1937 Act requires an Authority to obligate for expenditure at least 90% of its allocation of
Capital Funds within 24 months of the date such funds become available to the Authority (or of the date
on which adequate funds to undertake modernization, substantial rehabilitation or new construction are
accumulated) (the “Obligation Requirement”). An Authority cannot be awarded Capital Funds for any
month during a fiscal year in which such Authority has unobligated Capital Funds from prior fiscal years
in violation of the Obligation Requirement. However, if an Authority cures its failure to obligate the
previously allocated Capital Funds within such fiscal year, Capital Funds will be made available to the
Authority in an amount proportional to the number of months remaining in such fiscal year.

The Secretary of HUD may grant extensions to an Authority giving it more time to obligate its
Capital Funds. The Secretary may extend the applicable period for up to 12 months based on the size of
an Authority, the complexity of its Capital Funds program, any limitation on the Authority’s ability to
obligate Capital Funds as a result of state or local law, or for any other reason determined by the Secretary
to be relevant. In addition, the Secretary may grant an extension for such period as the Secretary
determines to be necessary if the Secretary determines that the failure to timely obligate the Capital Funds
is due to litigation, obtaining approvals from the Federal, state or local government, complying with
environmental assessment and abatement requirements, relocating residents, or an event beyond the
control of the Authority, or for any other reason established by the Secretary pursuant to a notice
published in the Federal Register.

In addition to the Obligation Requirement discussed above, Authorities are required to expend
Capital Funds within four years of the date on which such funds become available to the Authority for
obligation. Failure to do so may result in recapture of the funds upon action by the Secretary of HUD.

The withholding and recapture of Capital Funds are discussed in more detail in the “RISK
FACTORS RELATING TO THE BONDS” section.

HUD Approval Letters

The following summary of the HUD Approval Letters is qualified in its entirety by reference to
the form of the letters attached as APPENDIX B. Prior to the issuance of the Series 2003 Bonds, HUD will
have approved, pursuant to the HUD Approval Letters, the issuance of the Series 2003 Bonds and the
making of the Loans to Participating Authorities. In addition, the HUD Approval Letters will address the
following matters, among others:

. HUD’s approval of the estimated Loan Debt Service schedule, subject to the requirement
that, unless approved by HUD, the final Loan Debt Service schedule shall not exceed the
estimated Loan Debt Service schedule in any year by more than 10%.

. HUD’s statement that the Administration constitutes a “public housing agency” within
the meaning of section 3(b)(6) of the 1937 Act and that the Series 2003 Bonds constitute
housing program obligations issued by a public housing agency in connection with low-
income housing projects as described in section 11(b) of the 1937 Act.

. HUD’s agreement, subject to the availability of appropriations, to make payments needed
to make Bond Debt Service automatically and directly to the Trustee for the benefit of the
Participating Authorities.

. HUD’s agreement that amounts paid to the Trustee to make Bond Debt Service payments
are authorized and under current law are not subject to recapture, and that no regulatory
waiver is necessary to disclaim effectively any right, title and interest of the United States
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in and to such amounts. Nothing in the previous sentence shall prevent HUD from
recapturing funds from one or more Participating Authorities (as opposed to the
Administration or the Trustee) in accordance with applicable law.

HUD’s agreement that interest earned on amounts paid to the Trustee to make Bond Debt
Service payments may be applied to pay Bond Debt Service or other Capital Fund
Program eligible work items and need not be returned to HUD. In addition, HUD
determines that no regulatory waiver is necessary to permit such use.

HUD’s statement that nothing in the HUD Approval Letters is intended to diminish
HUD’s authority to administer, monitor, and regulate the public housing program,
including HUD’s authority to exercise any administrative sanction provided by law;
subject to HUD’s agreement that no subsequent change in the permissible use of Capital
Funds and no administrative sanction regarding the Participating Authorities would affect
the eligibility of expenditures for Loan Debt Service or reduce Capital Fund Program
allocations to the Participating Authorities below the levels needed to pay Loan Debt
Service, except as required by law.

HUD’s agreement that, to the extent that allocations of Capital Funds to a Participating
Authority are reduced or recaptured because Capital Funds previously allocated to such
Participating Authority remain unobligated or unexpended in violation of Section 9(j)(1)
or (5)(A) of the 1937 Act (or any successor(s) thereto), unless otherwise prohibited by
law, (i) any unobligated Capital Funds that are available to such Participating Authority
shall be used, on a first priority basis, to the extent necessary, to pay Loan Debt Service
and (ii) to the extent permitted by law, the recapture of all funds unobligated or
unexpended in violation of said provisions of Section 9(j) shall serve to cure such
violation(s).

HUD’s statement that the pledge and assignment of “Revenues” under the Indenture and
of Capital Funds payable to the Participating Authorities under the Loan Agreements is
authorized for the purpose of securing the payment of principal of and interest on the
Loans and the Series 2003 Bonds.

HUD’s waiver of any additional notice or consent required under the Federal Assignment
of Claims Act.

HUD’s agreement that, upon issuance of the Series 2003 Bonds, HUD will enter into an
ACC Financing Amendment with each Participating Authority, incorporating various
agreements and undertakings by HUD and the applicable Participating Authority, and
HUD’s statement that the Administration shall be authorized to rely upon and enforce all
such agreements and undertakings contained in the ACC Financing Amendments.

HUD’s statement that the Series 2003 Bonds are not obligations of or guaranteed by
HUD or the United States of America.

ACC Financing Amendments

The following summary of the ACC Financing Amendments is qualified in its entirety by
reference to the actual text of the form of the amendment, appended hereto as APPENDIX C. Pursuant to
the ACC Financing Amendments, HUD and each Participating Authority have agreed, among other
things, as follows:
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Amounts payable by HUD pursuant to the Capital Fund Program and pledged to the
payment of Loan Debt Service on a Participating Authority’s Loan shall be used
exclusively for payment of such Participating Authority’s Proportionate Share of Bond
Debt Service and related purposes approved by HUD, and shall not be available for any
other purpose, including but not limited to, (a) the repayment of any loans to such
Participating Authority by HUD pursuant to Section 4 of the 1937 Act, or (b) the
repayment of any notes or bonds other than the portion of the Series 2003 Bonds
allocable to such Participating Authority.

The Series 2003 Bonds do not constitute a debt or liability of HUD or the United States,
the full faith and credit of the United States is not pledged to the payment of Bond Debt
Service, and the payment of Bond Debt Service and payment of principal and interest on
the applicable Loan are not guaranteed by HUD or the United States.

Nothing in the ACC Financing Amendment is intended to diminish HUD’s authority to
administer, monitor, and regulate the public housing program, including HUD’s authority
to exercise any administrative sanction or remedy provided by law; provided, however,
that except as required by law, HUD will not assert any claim or right under the ACC,
including the exercise of administrative sanctions and remedies, if and to the extent that
the effect of such claim or right would be to reduce the payment of Capital Funds to the
applicable Participating Authority below the level necessary to pay Loan Debt Service on
the applicable Loan or delay the time for payment of such moneys such that required
amounts would not be available to pay Loan Debt Service on such Loan when due. In the
event that HUD shall determine to impose administrative sanctions upon such Participating
Authority which would have the effect of reducing the payment of Capital Funds to such
Participating Authority in any year by at least 20%, HUD shall have the right (in addition
to all other rights and remedies available to HUD), while such sanctions remain in effect,
to require that unexpended proceeds of the such Loan (except for amounts already
obligated or encumbered for the payment of project costs or required for a debt service
reserve or other structural purposes of such issue(s)) be applied, at the earliest permissible
date, to redeem outstanding Series 2003 Bonds.

Payment of Loan Debt Service is a permissible use of Capital Funds. Once the making of
the applicable Loan and the issuance of Series 2003 Bonds have been approved by HUD,
no further approval shall be required for payment of Loan Debt Service on such Loan
(including any additional Loan that may subsequently be approved by HUD) with Capital
Funds available to such Participating Authority.

The adoption of an ACC Financing Amendment does not supersede or preclude the
adoption of annual Capital Fund plans and Annual ACC Amendments; provided, however,
that if in any fiscal year, (i) the applicable annual Capital Fund plan shall not have been
approved by HUD or (ii) the Annual ACC Amendment shall not have been executed, in
either case by the later of (i) October 1 of the first year following the end of the applicable
Federal fiscal year with respect to which such funds were appropriated or (ii) 60 days prior
to the first scheduled Loan Debt Service payment on the applicable Loan following such
October 1, HUD agrees, subject to the availability of appropriations, to approve
immediately upon receipt from the applicable Participating Authority (subject to any legal
requirements or constraints applicable at the time), an annual Capital Fund plan and/or
Annual ACC Amendment to the extent and in an amount sufficient to make the applicable
Loan Debt Service payment on the such Loan.
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Subject to the availability of appropriations and approval of the annual Capital Fund plan
and Annual ACC Amendment, HUD will make Capital Funds automatically and directly
available to the Trustee in accordance with the approved Loan Debt Service schedule, to
the extent required for payment of Loan Debt Service on the applicable Loan. Such direct
payment shall be implemented by whatever means are available to HUD at the applicable
time, but in any event, the Trustee shall be able to receive, based upon the direction of the
applicable Participating Authority pursuant to and as embodied in the ACC Financing
Amendment, the necessary amounts without the need for payment to flow through such
Participating Authority.

Amounts requisitioned by or payable to the Trustee for principal and interest on the
applicable Loan shall not be paid earlier than three (3) business days prior to the date upon
which they are required to make payment of Bond Debt Service. HUD agrees that, upon
determining the amount of Capital Funds available to the applicable Participating
Authority in any fiscal year, it will not permit disbursements of such moneys for purposes
other than Loan Debt Service on such Loan and related costs to an extent that would
reduce the amounts available for such fiscal year below the amounts scheduled for Loan
Debt Service on such Loan and related costs in such fiscal year.

The proceeds of the Series 2003 Bonds and the applicable Loan may be expended only for
purposes for which Capital Funds may be expended. The applicable Participating
Authority shall provide for the application of the proceeds of such Loan (in such detail as
shall be reasonably required by HUD) in its annual and 5-year Capital Fund plans. All
such uses of Loan proceeds shall be subject to HUD approval (as part of HUD’s approval
of such Participating Authority’s annual plan) and such Participating Authority shall report
to HUD annually with respect to such expenditures in the same manner as it accounts for
the expenditure of Capital Funds.

If the Administration shall issue Additional Bonds for the purpose of funding one or more
additional Loans to the Participating Authority or increasing the amount of the Loan, HUD
agrees that it will enter into an amendment to the ACC Financing Amendment or a new
such amendment substantially similar to the ACC Financing Amendment (reflecting, as
appropriate, any changes in law or the Capital Fund Program) in order to permit
application of Capital Funds to pay Bond Debt Service on any such Additional Bonds and
such increase in the Loan or such additional Loan in a manner comparable to and with a
priority equal to payments of Loan Debt Service on the Loan, provided that (i) HUD shall
have approved the issuance of any such Additional Bonds and the making of any such
additional Loan or increase in the Loan and (ii) the total Loan Debt Service attributable to
the Loan, as increased, and any additional loan shall not exceed 33 1/3% of the annual
allocation of Capital Fund moneys that the Participating Authority may reasonably expect
to receive.

THE PARTICIPATING AUTHORITIES

The Series 2003 Bonds are being issued to provide funds to the Administration to make Loans to
Participating Authorities pursuant to Loan Agreements for the purpose of financing Public Housing
Developments by means of accelerating renovations and repairs under the Capital Fund Program. The
Participating Authorities are Authorities established pursuant to the Maryland “Housing Authorities
Law,” Article 44A of the Annotated Code of Maryland. See “CAPITAL FUND PROGRAM - Public
Housing Program.”
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The Participating Authorities intend to spend the proceeds of the Loans on Public Housing
Developments described in their respective HUD-approved annual and five-year plans. A chart
summarizing the appropriations made by HUD under the Capital Fund Program to each of the
Participating Authorities for federal fiscal years 1998 through 2002 and a description of each
Participating Authority’s history of obligating and expending such Capital Funds is set forth in APPENDIX
F, “THE PARTICIPATING AUTHORITIES.” Additional Bonds may be issued to fund Loans to
Authorities other than those Participating Authorities listed in Appendix F or to fund additional Loans to
such Participating Authorities, subject to the requirements noted above. See “SECURITY FOR THE
BONDS - Additional Bonds” herein.

RISK FACTORS RELATING TO THE BONDS

The factors discussed below should be considered in evaluating the ability of the Administration
to make payments in amounts sufficient to provide for payment of the principal of, premium, if any, and
interest on the Bonds. This discussion of the risk factors involved in purchasing and owning the Bonds is
not, and is not intended to be, exhaustive.

The factors discussed below relate to the risk of failure to pay Bond Debt Service and early
redemption of Series 2003 Bonds. The payment of Bond Debt Service, however, is insured by Financial
Security pursuant to the Policy. See “BOND INSURANCE” above.

General

The ability of the Administration to make payments in amounts sufficient to provide for payment
of the principal of, premium, if any, and interest on the Bonds could be adversely affected by the
occurrence of certain events, including, without limitation, the events and circumstances described below.
Any of these events could adversely affect the ability of the Administration to make payments on the
Bonds. Some of these risks are discussed in more detail below.

Delay, Reduction or Elimination of Appropriations

Since 1968, Congress has provided funds to Authorities for public housing modernization in the
amounts and under the conditions discussed above. See “CAPITAL FUND PROGRAM-—History of
Modernization Funding” above for information regarding historical levels of appropriations by Congress
to HUD. Appropriations must be determined by Congress each year. There can be no assurance that
Congress will reauthorize the expenditure of Capital Funds, maintain appropriations for the Capital Fund
Program at levels sufficient to assure payment of the Loans, and consequently the Bonds, or make a
specific year’s appropriation under the Capital Fund Program in a timely manner. A decrease in the level
of appropriated funds by Congress to HUD or a delay in appropriations could have a materially adverse
effect on the Participating Authorities’ ability to pay Loan Debt Service, and consequently on the
Administration’s ability to pay Bond Debt Service.

Withholding of Capital Funds; Recapture of Capital Funds

The Secretary of HUD (i) is required to withhold Capital Funds that would otherwise be allocated
to an Authority if the Authority fails to obligate its Capital Funds within the time period required by the
1937 Act and (ii) may recapture obligated Capital Funds that are not expended within the time period
required by the 1937 Act, as such periods may be extended by the Secretary of HUD. See “CAPITAL
FUND PROGRAM—Withholding of Capital Funds; Recapture of Capital Funds” above.

In addition to the withholding and recapture remedies provided by the 1937 Act, the Fiscal Year
2003 Consolidated Appropriations Act (Pub. L. 108-7) (“2003 Appropriations Act”) directs HUD to
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recapture any Capital Funds made available for the fiscal years 1999 through 2003 that remain
unobligated within the time period required by the 1937 Act (24 months from the time the funds become
available to an Authority, subject to extensions). This provision thus directs HUD to exercise two
remedies to address a failure by an Authority to timely obligate Capital Funds — the recapture of prior-
year Capital Funds that are not timely obligated and the withholding of the then-current year's Capital
Funds until the Authority comes into compliance. The direction to exercise both remedies is reflected
only in the 2003 Appropriations Act.

Any such withholding or recapture may have a materially adverse effect on the affected
Participating Authority’s ability to pay Loan Debt Service and consequently on the Administration's
ability to pay Bond Debt Service. The likelihood of any potential withholding or recapture of Capital
Funds adversely affecting the Administration’s ability to pay Bond Debt Service is reduced by a number
of factors, including:

1. The Secretary of HUD may grant extensions of time to obligate for a wide variety of
reasons.

2. Unobligated amounts are disregarded if they do not exceed 10% of the original amount
made available.

3. If an Authority cures its failure to obligate a prior year’s Capital Funds, the Authority
shall receive for the then-current fiscal year a share equal to its original share multiplied by a fraction
equal to the number of months remaining in the year subsequent to the month in which the cure occurred,
divided by 12.

4. The Loan Debt Service for each Participating Authority is equal to not more than one-
third of its Capital Fund allocation for 2003.

5. HUD has agreed that Loan Debt Service may be paid from any Capital Fund Program
moneys, including any unobligated funds. Accordingly, to the extent that the withholding of a particular
year’s allocation of Capital Funds is due to the presence of unobligated funds in violation of the 1937
Act’s obligation deadlines, those earlier unobligated funds would be available to enable the affected
Participating Authority to pay Loan Debt Service. Such payment would also help to cure the condition
giving rise to the withholding of Capital Funds.

6. If unobligated Capital Funds remaining from prior fiscal years are insufficient fully to
meet debt service requirements in a particular year and the application of such funds comes too late in the
year to permit receipt of sufficient funds in the current year to permit full payment of debt service with
such current amounts, Liquidity Accounts may be used to pay Loan Debt Service. Full application of
amounts remaining unobligated from prior years to Loan Debt Service would enable the affected
Participating Authority to receive a full allocation of Capital Funds for the subsequent fiscal year,
enabling it to restore its Liquidity Account and pay current Loan Debt Service.

7. With respect to the ambiguity created by the 2003 Appropriations Act, HUD has agreed
in the HUD Approval Letter that any recapture pursuant to the directive in such law results in an
Authority no longer having any unobligated funds on hand, thereby releasing any Capital Funds for the
then-current fiscal year that were being withheld by HUD.

8. Loan Debt Service once paid cannot be recaptured because such amounts are obligated
and expended on a current, ongoing basis.

See APPENDIX F, “Participating Authorities” for each Participating Authority’s recent history of
allocation and expenditure of Capital Funds.
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Termination of Capital Fund Program

As described above under “CAPITAL FUND PROGRAM—Capital Fund Authorization and
Appropriations by Congress,” the funding authorization for the Capital Fund Program expires at the end
of Federal fiscal year 2003. As is discussed above under “CAPITAL FUND PROGRAM-—Public
Housing Program—Renovation—Modernization Programs and Funding,” HUD and the Congress have
provided assistance to Authorities for modernization and other capital activities in a variety of forms.
There can be no assurance that the Congress will maintain the Capital Fund Program in its present form or
reauthorize the expenditure of funds thereunder. Although the Participating Authorities have pledged to
the Administration amounts received under any successor to the Capital Funds Program in the Loan
Agreements, there can be no assurance that, upon discontinuation or termination of the Capital Fund
Program, a substantially similar program will be established by the Congress in lieu of the Capital Fund
Program or that amounts provided under any such successor will be comparable to those provided under
the Capital Fund Program. Accordingly, a discontinuation or termination of the Capital Fund Program
could result in decreased funding by HUD to the Participating Authorities for capital needs and could
have a materially adverse effect on the Participating Authorities’ ability to pay Loan Debt Service, and
consequently on the Administration’s ability to pay Bond Debt Service.

Change in Allocation Formula

As described above under “CAPITAL FUND PROGRAM-—Capital Fund Program,” HUD
allocates Capital Funds to Authorities on the basis of a formula authorized by law (the “Capital Funds
Formula”). As described above under “CAPITAL FUND PROGRAM-—History of Modernization
Funding,” HUD has allocated amounts to Authorities under predecessor programs for the modernization
of public housing by formula or upon such other bases as were established by the Congress with respect
to the particular program. There can be no assurance that Congress will not change the basis upon which
moneys will be allocated to Authorities (including the Participating Authorities) under the Capital Fund
Program (or any successor thereto). There can be no assurance that HUD will not change the manner in
which the Capital Funds Formula for calculating amounts allocated to Authorities (including the
Participating Authorities) under the Capital Fund Program is determined or applied. A change in the
Capital Funds Formula or basis upon which amounts under the Capital Fund Program (or any successor
thereto) are allocated to Authorities could decrease the amount of such funds allocated by HUD to the
Participating Authorities and could, therefore, have a materially adverse effect on the Participating
Authorities’ ability to pay Loan Debt Service, and consequently on the Administration’s ability to pay
Bond Debt Service.

Other Changes in Law or Regulations

There can be no assurance that the laws and regulations presently applicable to the Capital Fund
Program will not be rescinded, revised or supplemented in such a way as to have a materially adverse
effect on the Participating Authorities’ ability to pay Loan Debt Service, and consequently on the
Administration’s ability to pay Bond Debt Service.

Reduction in Allocation Under Formula

There is no assurance that any one or more of the Participating Authorities’ allocations of Capital
Funds will not be reduced in any year through application of the Capital Funds Formula, as a result of a
reduction in the number of units eligible for improvements funded by Capital Funds or otherwise. Any
such reduction may have a materially adverse effect on the affected Participating Authority’s ability to
pay Loan Debt Service, and consequently on the Administration’s ability to pay Bond Debt Service.
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HUD Administrative Sanctions

The Capital Fund Program and the public housing program generally operate under a series of
regulations and requirements prescribed by the 1937 Act and by HUD pursuant to its administrative
authority over those programs. Various sanctions may be imposed by HUD upon Authorities that violate
HUD program requirements, including, under specified circumstances, the withholding of funds to which
an Authority might otherwise be entitled. The statute provides for various extensions and exceptions
which would avoid the withholding of assistance in particular cases. HUD regulations permit withholding
of assistance in other circumstances, as well. See “Withholding of Capital Funds; Recapture of Capital
Funds” above. In addition, there can be no assurance that HUD and the Congress will not impose
additional conditions upon the receipt of assistance pursuant to the Capital Fund Program or any
successor, with which the Participating Authorities may be unable to comply.

HUD has agreed that, except as required by law, it will not assert any claim or right under the
ACC, including the exercise of administrative sanctions and remedies, if and to the extent that the effect
of such claim or right would be to reduce the payment of Capital Funds to a Participating Authority below
the level necessary to pay such Participating Authority’s Loan Debt Service or delay the time for payment
of such moneys such that the required amounts would not be available to pay Loan Debt Service when
due.

Pursuant to the 1937 Act and contracts entered into by HUD and Authorities throughout the
country, in the event of a substantial default in the performance of the obligations of an Authority
thereunder, HUD is entitled to pursue a wide range of administrative sanctions and remedies, including
requiring possession of an Authority’s assets to be transferred to HUD and the “taking over” of full
management and operational control from such authority. Such a takeover would not impair the payment
of Bond Debt Service. The Participating Authorities have covenanted to comply with the requirements of
the Capital Fund Program.

Early Redemption

A variety of factors described herein will result in an early redemption at par of the Series 2003
Bonds. See “THE BONDS - Redemption of Bonds.” The possibility of an early redemption could affect
the ability of the Series 2003 Bonds to be valued or sold with a market premium. Early redemption
would also result in a Bondholder not receiving any market premium upon the redemption of his or her
Series 2003 Bond.

Special Mandatory Redemption

The Series 2003 Bonds are subject to special mandatory redemption at par if a Participating
Authority’s public housing development is substantially damaged or destroyed or taken by eminent
domain, the proceeds of any insurance or condemnation award are not used to repair, rebuild or replace
such development and any Rating Agency determines, after written notice of such damage or
condemnation, that the failure to apply such proceeds to the redemption of Series 2003 Bonds would
result in a reduction or withdrawal of the underlying rating on the Series 2003 Bonds. See “THE BONDS
- Redemption of Bonds - Special Mandatory Redemption.” Although each Participating Authority has
covenanted in its Loan Agreement to repair such Participating Authority’s developments if destroyed and
to maintain an insurance policy covering such Participating Authority’s developments, neither the
Administration nor the Trustee has a mortgage on the developments or is a named insured on the
Participating Authorities’ insurance policies. There is therefore no assurance that funds would be
available to redeem Series 2003 Bonds even if failure to do so would result in a reduction or withdrawal
of the underlying rating on the Series 2003 Bonds.
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RATING

Fitch Ratings (“Fitch”), has assigned its municipal bond rating of “AAA”, Moody’s Investors
Services (“Moody’s”) has assigned its municipal bond rating of “Aaa,” and Standard & Poor’s
Corporation (“S&P”) has assigned its municipal bond rating of “AAA” to the Series 2003 Bonds, each
with the understanding that the Policy will be issued by Financial Security. Fitch has assigned an
underlying rating of “AA,” Moody’s has assigned an underlying rating of “Aa3” and S&P has assigned an
underlying rating of “AA.” Any explanation of the significance of such ratings may be obtained only
from Fitch, Moody’s or S&P. There is no assurance that such ratings will be maintained for any given
period of time or that such ratings may not be raised, lowered or withdrawn entirely if in the judgment of
Fitch, Moody’s or S&P circumstances so warrant. Any downward change in or withdrawal of the ratings
may have an adverse effect on the price at which the Series 2003 Bonds may be resold.

UNDERWRITING

UBS Financial Services Inc., Citigroup Global Markets Inc., Bear, Stearns & Co. Inc., Ferris,
Baker Watts, Incorporated, Goldman, Sachs & Co., Legg Mason Wood Walker Incorporated, Lehman
Brothers Inc., Loop Capital Markets, L.L.C., Merrill Lynch, Pierce Fenner & Smith Incorporated, M.R.
Beal & Company and Siebert Brandford Shank & Co., L.L.C. (collectively, the “Underwriters”) have
agreed to purchase the Series 2003 Bonds at an aggregate purchase price of $94,223,066.02, reflecting the
aggregate principal amount of the Series 2003 Bonds of $94,295,000 plus a net original issue premium of
$758,204.85 and less an Underwriters’ discount of $830,138.83. The Underwriters have agreed to
purchase all of the Series 2003 Bonds if any are purchased. The Underwriters may offer and sell Series
2003 Bonds to certain dealers (including dealers depositing Series 2003 Bonds into investment trusts) and
others at prices lower than the offering prices stated on the cover of this Official Statement. After the
initial public offering, the public offering prices of the Series 2003 Bonds may be changed from time to
time by the Underwriters.

TAX EXEMPTION
Opinion of Bond Counsel

In the opinion of Hawkins, Delafield & Wood, Bond Counsel, under existing statutes and court
decisions and assuming continuing compliance with certain tax covenants described herein, (i) interest on
the Series 2003 Bonds is excluded from gross income for Federal income tax purposes pursuant to
Section 103 of the Internal Revenue Code of 1986, as amended (the “Code” ), and (ii) interest on the
Series 2003 Bonds is not treated as a preference item in calculating the alternative minimum tax imposed
on individuals and corporations under the Code; such interest, however, is included in the adjusted current
earnings of certain corporations for purposes of calculating the alternative minimum tax imposed on such
corporations. In rendering its opinion, Bond Counsel has relied on certain representations, certifications
of fact, and statements of reasonable expectations made by the Issuer and the Participating Authorities in
connection with the Series 2003 Bonds, and Bond Counsel has assumed compliance by the Issuer and the
Participating Authorities with certain ongoing covenants to comply with applicable requirements of the
Code to assure the exclusion of interest on the Series 2003 Bonds from gross income under Section 103
of the Code. In addition, in the opinion of Bond Counsel, under existing statutes the Series 2003 Bonds,
their transfer, the interest payable thereon, and any income derived therefrom, including any profit
realized on the sale or exchange thereof, is exempt from taxation of every kind and nature whatsoever by
the State of Maryland, except that no opinion is expressed with respect to any exemption from Maryland
franchise taxes or estate or inheritance taxes.
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Bond Counsel expresses no opinion regarding any other Federal or state tax consequences with
respect to the Series 2003 Bonds. Bond Counsel renders its opinion under existing statutes and court
decisions as of the issue date, and assumes no obligation to update its opinion after the issue date to
reflect any future action, fact or circumstance, or change in law or interpretation, or otherwise. Bond
Counsel expresses no opinion on the effect of any action hereafter taken or not taken in reliance upon an
opinion of other counsel on the exclusion from gross income for Federal income tax purposes of interest
on the Series 2003 Bonds, or under state and local tax law.

Certain Ongoing Federal Tax Requirements and Covenants

The Code imposes certain ongoing requirements that must be met subsequent to the issuance and
delivery of the Series 2003 Bonds in order that interest on the Series 2003 Bonds be and remain excluded
from gross income under Section 103 of the Code. These requirements include, but are not limited to,
requirements relating to use and expenditure of gross proceeds of the Series 2003 Bonds, yield and other
restrictions on investments of gross proceeds, and the arbitrage rebate requirement that certain excess
earnings on gross proceeds be rebated to the Federal government. Noncompliance with such
requirements may cause interest on the Series 2003 Bonds to become included in gross income for
Federal income tax purposes retroactive to their issue date, irrespective of the date on which such
noncompliance occurs or is discovered. The Issuer and the Participating Authorities have covenanted to
comply with certain applicable requirements of the Code to assure the exclusion of interest on the Series
2003 Bonds from gross income under Section 103 of the Code. The Issuer will deliver its Tax Certificate
concurrently with the issuance of the Series 2003 Bonds which will contain provisions relating to
compliance with the requirements of the Code. The Issuer also has or will require Participating
Authorities to make certain covenants in the Loan program documents relating to compliance with the
requirements of the Code. No assurance can be given, however, that in the event of a breach of any such
covenant, the remedies available to the Issuer or the owners of the Series 2003 Bonds can be enforced
judicially in a manner to assure compliance with the Code and therefore to prevent the loss of the
exclusion from gross income of the interest on the Series 2003 Bonds for Federal income tax purposes.

Certain Collateral Federal Tax Consequences

The following is a brief discussion of certain collateral Federal income tax matters with respect to
the Series 2003 Bonds. It does not purport to address all aspects of Federal taxation that may be relevant
to a particular owner of a Series 2003 Bond. Prospective investors, particularly those who may be subject
to special rules, are advised to consult their own tax advisors regarding the Federal tax consequences of
owning and disposing of the Series 2003 Bonds.

Prospective owners of the Series 2003 Bonds should be aware that the ownership of such
obligations may result in collateral Federal income tax consequences to various categories of persons,
such as corporations (including S Corporations and foreign corporations), financial institutions, property
and casualty and life insurance companies, individual recipients of Social Security and railroad retirement
benefits, individuals otherwise eligible for the earned income tax credit, and taxpayers deemed to have
incurred or continued indebtedness to purchase or carry obligations the interest on which is excluded from
gross income for Federal income tax purposes. Interest on the Series 2003 Bonds may be taken into
account in determining the tax liability of foreign corporations subject to the branch profits tax imposed
by Section 884 of the Code.

Original Issue Discount

“Original issue discount” (“OID”) is the excess of the sum of all amounts payable at the stated
maturity of a Series 2003 Bond (excluding certain “qualified stated interest” that is unconditionally
payable at least annually at prescribed rates) over the issue price of that maturity. In general, the “issue
price” of a maturity means the first price at which a substantial amount of the Series 2003 Bonds of that
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maturity was sold (excluding sales to bond houses, brokers, or similar persons acting in the capacity as
underwriters, placement agents, or wholesalers). In general, the issue price for each maturity of Series
2003 Bonds is expected to be the initial public offering price set forth on the cover page of this Official
Statement. Bond Counsel further is of the opinion that, for any Series 2003 Bonds having OID (a
“Discount Bond”), OID that has accrued and is properly allocable to the owners of the Discount Bonds
under Section 1288 of the Code is excludable from gross income for federal income tax purposes to the
same extent as other interest on the Series 2003 Bonds.

In general, under Section 1288 of the Code, OID on a Discount Bond accrues under a constant
yield method, based on periodic compounding of interest over prescribed accrual periods using a
compounding rate determined by reference to the yield on that Discount Bond. An owner’s adjusted basis
in a Discount Bond is increased by accrued OID for purposes of determining gain or loss on sale,
exchange, or other disposition of such Series 2003 Bond. Accrued OID may be taken into account as an
increase in the amount of tax-exempt income received or deemed to have been received for purposes of
determining various other tax consequences of owning a Discount Bond even though there will not be a
corresponding cash payment.

Owners of Discount Bonds should consult their own tax advisors with respect to the treatment of
original issue discount for Federal income tax purposes, including various special rules relating thereto,
and the state and local tax consequences of acquiring, holding, and disposing of Discount Bonds.

Bond Premium

In general, if an owner acquires a Series 2003 Bond for a purchase price (excluding accrued
interest) or otherwise at a tax basis that reflects a premium over the sum of all amounts payable on the
Series 2003 Bond after the acquisition date (excluding certain “qualified stated interest” that is
unconditionally payable at least annually at prescribed rates), that premium constitutes “bond premium”
on that Series 2003 Bond (a “Premium Bond”). In general, under Section 171 of the Code, an owner of a
Premium Bond must amortize the bond premium over the remaining term of the Premium Bond, based on
the owner’s yield over the remaining term of the Premium Bond, determined based on constant yield
principles. An owner of a Premium Bond must amortize the bond premium by offsetting the qualified
stated interest allocable to each interest accrual period under the owner’s regular method of accounting
against the bond premium allocable to that period. In the case of a tax-exempt Premium Bond, if the
bond premium allocable to an accrual period exceeds the qualified stated interest allocable to that accrual
period, the excess is a nondeductible loss. Under certain circumstances, the owner of a Premium Bond
may realize a taxable gain upon disposition of the Premium Bond even though it is sold or redeemed for
an amount less than or equal to the owner’s original acquisition cost. Owners of any Premium Bonds
should consult their own tax advisors regarding the treatment of bond premium for Federal income tax
purposes, including various special rules relating thereto, and state and local tax consequences, in
connection with the acquisition, ownership, amortization of bond premium on, sale, exchange, or other
disposition of Premium Bonds.

Possible Government Action

Legislation affecting municipal bonds is regularly under consideration by the United States
Congress. In addition, the Internal Revenue Service has established an expanded audit program for tax-
exempt bonds. There can be no assurance that legislation enacted or proposed or an audit initiated or
concluded by the Internal Revenue Service after the issuance of the Series 2003 Bonds involving either
the Series 2003 Bonds or other tax-exempt bonds will not have an adverse effect on the tax-exempt status
or market price of the Series 2003 Bonds.
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CONTINUING DISCLOSURE

Each Participating Authority whose Loan is equal to at least 5% of the aggregate principal
amount of the Series 2003 Bonds will enter into a Continuing Disclosure Agreement (each a “Disclosure
Agreement”) with the Trustee, acting as the Dissemination Agent, obligating such Participating Authority
to send, or cause to be sent, certain financial information to certain information repositories annually and
to provide notice, or cause notice to be provided, to the Municipal Securities Rulemaking Board and a
state information repository, if any, of certain enumerated events for the benefit of the beneficial owners
and holders of any of the Series 2003 Bonds, pursuant to the requirements of Section (b)(5)(i) of
Securities Exchange Commission Rule 15¢2-12 (the “Rule”). The Administration will also enter into a
Disclosure Agreement with the Dissemination Agent obligating the Administration to notify the
Dissemination Agent of certain listed material events and to cause the Dissemination Agent to provide
notice of the occurrence of such events to certain information repositories in accordance with the Rule.
The Administration will not undertake any obligations with respect to the annual reporting of financial
information required to be undertaken by certain Participating Authorities as described above. The
remainder of the Participating Authorities will not enter into a Disclosure Agreement. Such Participating
Authorities agree in the applicable Loan Agreement, however, to notify the Trustee, the Rating Agencies
and the Administration not less than five business days after receiving notification from HUD of any
event which materially adversely affects the Capital Funds that such Participating Authority receives from
HUD. See APPENDIX G— “FORM OF CONTINUING DISCLOSURE AGREEMENT” attached hereto.

A failure by a Participating Authority or the Administration to comply with the provisions of the
relevant Disclosure Agreement will not constitute a default under the Indenture (although Bondholders
will have any available remedy at law or in equity for obtaining necessary disclosures). Nevertheless,
such a failure to comply must be reported in accordance with the Rule and must be considered by any
broker, dealer or municipal securities dealer before recommending the purchase or sale of the Series 2003
Bonds in the secondary market. Consequently, such a failure may materially adversely affect the
transferability and liquidity of the Series 2003 Bonds.

LITIGATION

There is no pending litigation of any nature restraining or enjoining or seeking to restrain or
enjoin the issuance, sale or delivery of any of the Series 2003 Bonds or in any way contesting or affecting
the validity of any of the Series 2003 Bonds, the Indenture or other proceedings of the Administration
taken with respect to the authorization, issuance or sale of any of the Series 2003 Bonds, or the pledge or
application of any moneys under the Indenture, or the existence or powers of the Administration.

FINANCIAL ADVISOR
Columbia Equity Financial Corp., in association with Caine Mitter & Associates Incorporated
(collectively, the “Financial Advisor”), has served as Financial Advisor to the Administration in
connection with the sale of the Series 2003 Bonds.
LEGAL MATTERS
The authorization, issuance and sale of the Series 2003 Bonds are subject to receipt of the opinion
of Hawkins, Delafield & Wood, Washington, D.C., Bond Counsel, which will be in substantially the form

set forth in Appendix I. Certain legal matters pertaining to the Administration will be passed upon by an
Assistant Attorney General of the State as Counsel to the Department. Certain legal matters will be
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passed upon for the Underwriters by their counsel, Holland & Knight LLP, Washington, D.C., and
McKenzie & Associates, Washington, D.C.

LEGAL OPINIONS AND ENFORCEABILITY OF REMEDIES

The enforceability of the rights and remedies of the Trustee or the Owners of the Series 2003
Bonds under the Indenture are in many respects dependent upon judicial actions which are often subject
to discretion and delay. Under existing constitutional and statutory law and judicial decisions, the
enforceability of such rights and remedies under the Indenture may be limited.

The various legal opinions to be delivered concurrently with the delivery of the Series 2003
Bonds will be qualified as to the enforceability of the various legal instruments by limitations imposed by
bankruptcy, reorganization, insolvency or other similar laws affecting the rights of creditors generally,
and by general principles of equity (regardless of whether such enforceability is considered in a
proceeding in equity or at law).

MISCELLANEOUS

The references herein to the Indenture and other documents are brief summaries of certain
provision thereof. Such summaries do not purport to be complete and, for full and complete statements of
the provisions thereof, reference is made to the Indenture and the other documents in their entirety.
Copies of forms of such documents are on file at the offices of the Underwriters during the offering
period and, following delivery of the Series 2003 Bonds, copies of such documents will be on file at the
office of the Trustee.

E S T S S
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This Official Statement is not to be construed as a contract or agreement between the
Administration, the Participating Authorities or any owners of the Series 2003 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 and the Borrower.

COMMUNITY DEVELOPMENT ADMINISTRATION
MARYLAND DEPARTMENT OF HOUSING AND
COMMUNITY DEVELOPMENT

By: /s/ Stephen D. Silver
Stephen D. Silver
Acting Director of the Community Development
Administration
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APPENDIX A
DEFINITIONS; SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE

The following is a summary of certain provisions of the Indenture not summarized elsewhere in
this Official Statement. Reference is made to the Indenture for a complete description thereof. The
discussion herein is qualified by such reference.

Definitions of Certain Terms

“Account” means any of the trust funds and accounts created and established by, or pursuant to,
the Indenture, as described in this APPENDIX A under the heading “ESTABLISHMENT OF ACCOUNTS
AND APPLICATION THEREOE.”

“Accountant” means a firm of independent certified public accountants of recognized national or
regional standing, and which may be the firm of accountants which regularly audits th