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MATURITY SCHEDULE

$7,965,000
2000 SERIES A BONDS (Non-AMT)

$7,965,000 Serial Bonds

Due Interest

(September 1) Amount Rate Price
2007 $ 465,000 5.15% 100%
2008 1,350,000 5.20 100
2009 1,420,000 5.25 100
2010 1,495,000 5.30 100
2011 1,575,000 5.40 100
2012 1,660,000 5.50 100

(Accrued interest to be added)

$72,035,000
2000 SERIES B BONDS (AMT)

$6,335,000 Serial Bonds

Due Interest

(September 1) Amount Rate Price
2002 $1,000,000 4.80% 100%
2003 1,050,000 5.00 100
2004 1,100,000 5.10 100
2005 1,155,000 5.20 100
2006 1,215,000 5.30 100
2007 815,000 5.35 100

$17,675,000 6.05% Term Bonds due September 1, 2020 — Price 100%
$13,500,000 5.55% PAC Term Bonds due September 1, 2025 — Price 100%
$5,000,000 6.15% Term Bonds due September 1, 2031 — Not Reoffered
$29,525,000 6.15% Term Bonds due September 1, 2032 — Price 100%

(Accrued interest to be added)



ThisOfficial Statement doesnot constitutean offer to sell or the solicitation of an offer to buy, nor shall therebeany
sale of the 2000 Series Bonds by any person in any jurisdiction in which it is unlawful for such person to make such offer,
solicitation or sale. Theinformation set forth herein hasbeen furnished by the Administration and by other sourceswhich are
believed to bereliable. The Underwriters have provided the following sentence for inclusion in this Official Statement. The
Underwriters have reviewed the information in this Official Statement in accordance with, and as part of, their respective
responsibilitiesto investorsunder thefederal securitieslaws as applied to thefactsand circumstances of thistransaction, but
the Underwritersdo not guarantee the accuracy or completeness of such information. No dealer, broker, salesman or other
person has been authorized by the Administration or by the Underwriters to give any information or to make any
representations, other than those contained in this Official Statement, and, if given or made, such other information or
representations must not berelied upon ashaving been authorized by any of theforegoing. Theinformation and expressions
of opinion herein speak only as of the date hereof and are subject to change without notice, and neither the delivery of this
Official Statement nor any salemade hereunder shall, under any circumstances, create any implication that therehasbeen no
changein the affairs of the Administration since the date her eof.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT
TRANSACTIONSWHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF THE 2000 SERIESBONDS AT
ALEVEL ABOVETHAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING,
IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT
of the
Community Development Administration
Maryland Department of Housing and Community Development

Relating to
$80,000,000

Residential Revenue Bonds
$7,965,000 2000 Series A (Non-AMT)
$72,035,000 2000 SeriesB (AMT)

INTRODUCTION

Thepurposeof this Official Statement, whichincludesthecover page, theinside cover page(including
the maturity schedule) and the Appendices, is to set forth information in connection with the sale by the
Community Development Administration (the "Administration"), an agency in the Division of Development
Finance of the Department of Housing and Community Development (the "Department™), a principal
department of the government of the State of Maryland (the"State"), of its Residential Revenue Bonds, 2000
Series A and 2000 Series B (collectivey, the 2000 Series Bonds").

This Official Statement speaks only as of its date, and the information contained herein is subject to
change. Theinformation contained under thiscaptionisqualified by referenceto theentire Official Statement.
Thisintroductionisonly abrief description of the Official Statement and potential investors should review the
entire Official Statement, as well as the documents summarized or described herein, in order to make an
informed investment decision.

Authorization

The Administration is authorized to issue the 2000 Series Bonds pursuant to Sections 2-201 through
2-208 of Article 83B of the Annotated Code of Maryland, as amended (the"Act"), and a Residential Revenue
Bond Resolution providing for the issuance of Residential Revenue Bonds adopted by the Administration as
of August 1, 1997 (the "Bond Resolution™), for the benefit of Allfirst Bank, as trustee (the "Trusteg"). The
2000 Series A Bonds will be issued pursuant to a Series Resolution Providing for the Issuance and Sale of
Residential Revenue Bonds, 2000 Series A (Non-AMT) that will beadopted by the Administration prior to the
issuance of the 2000 Series A Bonds (the "2000 Series A Resolution™). The 2000 Series B Bonds will be
issued pursuant to a Series Resol ution Providing for thel ssuanceand Sale of Residential Revenue Bonds, 2000
Series B (AMT) that will be adopted by the Administration prior to theissuance of the 2000 Series B Bonds
(the 2000 Series B Resolution™ and, together with the 2000 Series A Resolution, the " Series Resolutions™).
The Bond Resolution and the Series Resolutions are collectively called the "Bond Resolutions.”

Bonds I ssued Under Bond Resolution

As of January 1, 2000, the Administration had issued fifteen prior Series of Bonds under the Bond
Resolution (the "Prior Bonds"). As of January 1, 2000, $546,235,000 in aggregate principal amount
comprising twelve Series of Bonds were outstanding under the Bond Resolution. See Appendix E hereto for
further information. The Bond Resolution provides for the issuance of additional bonds which will be on a



parity with the Prior Bonds and the 2000 Series Bonds, and will be equally and ratably secured under the Bond

Resolution. See "SECURITY FOR THE BONDS — Additionab®ds" herein. The Prior Bonds and 2080

Series Bonds, together with any additional bonds issued under the Bond Resolution and secured on a parity
basis, are referred to collectively as the "Bonds". The Bond Resolution also allows the issuance of Subordinate
Bonds which will not be on a parity with the Bonds. To date, the Administration has not issued Subordinate
Bonds under the Bond Resolution.

Purpose of Bond Resolution

The Administration adopted the Bond Resolution pursuant to the Act primarily to finance single family
housing loans under the Residential Revenue Bond Program (the "Program"”), but has reserved the right to
finance and also may issue Bonds to finance other kinds of housing and other types of loans permitted to be
financed under the Bond Resolution, including portions of or participations in single family housing loans
made, purchased or otherwise financed by the Administration, home improvement loans, housing rehabilitation
loans, as well as loans to finance or refinance developments authorized by the Act, including, without
limitation, multi-family housing projects, group housing facilities and shared living facilities. To date, the
Administration has applied proceeds of Bonds only to finance single family housing loans and reserves related
thereto. See "SECURITY FOR THE BONDS" and Appendix D — "SUMMARY OF CERTAIN
PROVISIONS OF THE BOND RESOLUTION".

The 1980 General Certificate

Between 1980 and the adoption of tlen8 Resolution on August 1997, the Administration issued
bonds for its single family program under a general certificate providing for the issuance of single family
program bonds ("Single Family Program Bonds"), which general certificate was adopted by the Administration
as of May 1, 1980, as supplemented (the "1980 General Certificate"). The Administration expects, but is not
required, to finance new loans for its single family program in the foreseeable future primarily under the Bond
Resolution. The Administration also expects, however, to finance loans under the 1980 General Certificate
from time to time in connection with refunding or otheomamic measures. See "PLAN OF FINANCE"
herein.

Use of Proceeds of the Bonds

The Bond Resolution authorizes the Administration to issue Bonds to provide funds to finance or
refinance any loan, project, facility, undertaking or purpose which the Administration is authorized to
undertake, finance or provide financing for pursuant to the Act ("Program Assets"), including, but not limited
to, mortgage loans, or portions of or participations in mortgage loans ("Mortgage Loans"), to finance or
refinance the purchase of owner-occupied single family residences by persons or families of limited incomes,
to refund Bonds or other obligations (including bonds issued by the Administration under resolutions other than
the Bond Resolution), for the funding of reserves, for the payment of Costs of Issuance or for achieving any
other of the Administration's purposes. In addition to Mortgage Loans, the Bond Resolution permits financing
of various types of Loans, including, without limitation, loans to finance various types of housing developments
within the State, which include single family residences, multi-family residential rental facilities, and group
living facilities (collectively, the "Developments") which promote sound community development and provide
housing for occupancy, in substantial part, by persons or families of limited incomes. The Loans also must
meet the requirements set forth in the Bond Resolution. Program Assets may include, without limitation, whole
loans (with or without Credit Enhancement), including Mortgage Loans, and mortgage-backed securities.



The 2000 Series Bonds will be used to (a) refund or pay at maturity all or a portion of certain series
of SingleFamily Program Bonds previously issued under the 1980 General Certificate(the"Prior 1980 General
Certificate Bonds"), as a result of which funds representing prepayments and repayments of mortgage loans
financed with proceeds of such Prior 1980 General Certificate Bonds will be made available to make or
purchase Mortgage Loans, (b) provide funds to make or purchase Mortgage L oans and (¢) provide funds to
be deposited into the Reserve Fund. See "THE 2000 SERIES BONDS — Application of 2000 Series A Bond
Proceeds" and " — Application of 2000 Series @@ Proceeds" and Appendix D — "SUMMARY OF
CERTAIN PROVISIONS OF THE BOND RESOLUTIONS".

The Series Resolutions will contain Se2€9€0 Program Determinations which limit the Loans to be
financed to Mortgage Loans on Single Family Residences and require all such Mortgage Loans to be insured
by FHA or guaranteed by the United States Department of Veteran Affairs ("VA") or the United States
Department of Agriculture, Rural Development (the "USDA/RD") Guaranteed Rural Housing Loan Program.
See Appendix B — "THE PROGRAM" and Appendix G —"FHA MORTGAGE INSURANCE PROGRAM,
VAHOME LOAN GUARANTY PROGRAM AND USDA/RD MORTGAGE GUARANTEE PROGRAM".

The Bond Resolution does not require that Loans be secured by Credit Enhancement. In addition, the
Bond Resolution permits the Administration to require future Loans which it finances with Bonds to be secured
by Credit Enhancement other than FHA mortgage insurance or VA or USDA/RD guarantees. Such Credit
Enhancement may include a variety of forms and may be provided by a variety of Credit Enhancers other than
FHA, VA or USDA/RD. See the definitions of Credit Enhancement and Credit Enhancer in Appendix C —
"DEFINITIONS" and Appendix D —'SUMMARY OF CERTAIN PROVISIONS OF THE BOND
RESOLUTION".

Brief descriptions of the 2000 Series Bonds and the security for the Bonds are included in this
Official Statement. Descriptions of the Department and the Administration, the Program, the definitions of
certain terms and the summary of certain provisions of the Bond Resolutions areincluded as AppendicesA,
B, C and D, respectively. Appendices E and F contain certain information regarding the outstanding
indebtedness of the Administration and its redemption requirements for the Bonds from Prepayments of
Loansasrequired by the Code, respectively. A summary of the FHA Mortgage Insurance Program, the VA
Home Loan Guaranty Program and the USDA/RD M ortgage Guarantee Program is included as Appendix
G. Thefinancia statements of the Program and the proposed forms of the opinions of Bond Counsel are
includedasAppendicesH and |, respectively. TheAppendicestothisOfficial Statement constituteapart
of this Official Statement and contain infor mation which any potential investor should read in order
to make an infor med investment decision.

I nformati on concerning the 2000 SeriesBonds, the Admini stration and the Program and descriptions
of certain provisions of the Act, the 2000 Series Bonds and the Bond Resolutions areincluded in this Official
Statement. All summaries herein of any statute, agreement or document are qualified in their entirety by
referenceto such statute, agreement or document, and al summaries of the 2000 Series Bonds are qualified
intheir entirety by referenceto the definitiveform thereof and the information with respect thereto contained
in the Bond Resolutions. Copies of the Bond Resolutions and the Act are available for inspection at the
offices of the Administration at 100 Community Place, Crownsville, Maryland 21032-2023. Requests to
inspect copies of the Bond Resol utions and the Act should be directed to Anne P. Konrad, Director, Finance,
at (410) 514-7326.



PLAN OF FINANCE

The 2000 Series Bondswill provide funds (i) for deposit into the Program Fund to make or purchase
Mortgage Loans, (ii) to refund all or a portion of the Prior 1980 General Certificate Bonds and thereby make
available certain amounts for deposit into the Program Fund to make or purchase Mortgage Loans, and (iii)
for deposit into the Reserve Fund.

In addition to the 2000 Series Bonds, the Administration plans to issue on or about March 29, 2000,
$32,600,000 aggregate principal amount of its Single Family Program Bonds, 2000 First Series (Non-AMT)
(the "2000 First Series Bonds"), pursuant to the 1980 General Certificate.

The 2000 SeriesBonds are not secured by, or payablefrom, revenuesand assets of the 1980 General
Certificate. The 2000 First Series Bonds are not secured by, or payable from, the Revenues and Program
Assets of the Bond Resolution.

THE 2000 SERIES BONDS
General Description

The 2000 Series Bonds are dated as shown on the cover of this Official Statement. The 2000 Series
Bonds will be issuable only as fully registered bonds and will be registered in the name of Cede & Co., as
registered owner and nomineefor The Depository Trust Company, New Y ork, New York ("DTC"), which will
act as securities depository for the 2000 Series Bonds. Purchases of the 2000 Series Bonds will be in
book-entry form only, in minimum principal amounts of $5,000 or any integral multiple thereof. The 2000
Series A Bonds and the 2000 Series B Bonds will mature on September 1 in the years and amounts set forth
on theinside cover page of this Official Statement. The 2000 Series Bonds will bear interest from March 1,
2000 until their maturity or earlier redemption. Interest onthe 2000 Series Bonds will be payable semiannually
onMarch 1 and September 1 of each year, commencing September 1, 2000. If any such dates are not business
days, then such payments will be made on the next business day. Interest on the 2000 Series Bonds will be
calculated on the basis of a 360-day year consisting of twelve 30-day months.

Application of 2000 Series A Bond Proceeds

The Administration will deposit from the proceeds of the sale of the 2000 Series A Bonds (exclusive
of accrued interest, which will be deposited into the Debt Service Account of the Revenue Fund) $7,965,000
into a Redemption Account established pursuant to the2000 Series A Resolution for thepurposeof transferring
suchfundstothe 1980 General Certificateto be applied to the payment at maturity or refunding within 90 days
of delivery of the 2000 Series A Bonds all or a portion of certain series of Prior 1980 General Certificate
Bonds, asaresult of which $7,808,800, representing prepayments and repayments of mortgage loans financed
with proceeds of Prior 1980 General Certificate Bonds will be transferred and deposited into the 2000 Series
A Program Account of the Program Fund and made available to make or purchase Mortgage Loans and
$156,200 will be transferred into the Reserve Fund.



The costs of issuance, including underwriters' compensation, relatingto the 2000 Series A Bonds
will befunded by the Administration from availablemoneysnot included in the amount set forth below. The
application of proceeds of the 2000 Series A Bonds is summarized below:

Transfer of moneys into 2000 Series A Program Account
as aresult of current refunding of

Prior 1980 General Certificate Bonds . . . . . ..o oo oo e e e e e e e $7,808,800
Resarve FUNd . ... . 156,200
Gross Proceeds of 2000 SeriesA Bonds . ... ..o $7,965,000

Application of 2000 Series B Bond Proceeds

The Administration will deposit from the proceeds of the sale of the 2000 Series B Bonds (exclusive
of accrued interest, which will be deposited into the Debt Service Account of the Revenue Fund):

(1) $38,544,100 into the 2000 Series B Program Account of the Program Fund to provide
funds to make or purchase Mortgage L oans and $770,900 into the Reserve Fund; and

(2) $32,720,000 into a Redemption Account established pursuant to the 2000 Series B
Resolution for the purpose of transferring such fundsto the 1980 General Certificate to be applied
to the payment at maturity or refunding within 90 days of delivery of the 2000 Series B Bonds of
al or a portion of certain series of Prior 1980 General Certificate Bonds, as a result of which
$32,078,400, representing prepayments and repayments of mortgage loans financed with proceeds of
Prior 1980 General Certificate Bondswill betransferred and deposited into the 2000 Series B Program
Account of the Program Fund and made availableto make or purchase M ortgage L oans and $641,600
will be transferred into the Reserve Fund.

Thecostsof issuance, including underwriters compensation, rel ating to the 2000 Series B Bondswil|
be funded by the Administration from available moneys not included in the amount set forth below. The
application of proceeds of the 2000 Series B Bonds is summarized bel ow:

Deposit of 2000 Series B Bond Proceeds into

2000 SeriesB Program Account . .. .. ..o $38,544,100
Transfer of moneysinto 2000 Series B Program Account

as aresult of current refunding of

Prior 1980 General CertificateBonds. .. .................. 32,078,400
Total Deposit to 2000 Series B Program ACCOUNt . . . .. oo o v i i $70,622,500
RESEVEFUNG . . . 1,412,500
Gross Proceeds of 2000 SeriesBBonds . ... $72,035,000

Redemption Provisions

Snking Fund Redemption. The 2000 Series B Bonds maturing on September 1, 2020, are subject
to mandatory redemption in part by lot on March 1, 2013, and on each September 1 and March 1 thereafter
to and including September 1, 2020, at the principal amount thereof plus accrued interest to the redemption
date, on the dates and in the amounts as follows:



Year Principal Year Principal

(March 1) Amount (September 1) Amount
2013 $ 875,000 2013 $ 905,000
2014 930,000 2014 955,000
2015 985,000 2015 1,015,000
2016 1,045,000 2016 1,075,000
2017 1,110,000 2017 1,145,000
2018 1,180,000 2018 1,215,000
2019 1,250,000 2019 1,290,000
2020 1,330,000 2020* 1,370,000
* Final maturity.

The2000 Series B Bonds maturing on September 1, 2025, are subject to mandatory redemptioninpart
by lot on March 1, 2021, and on each September 1 and March 1 thereafter to and including September 1, 2025,
at the principal amount thereof plus accrued interest to the redemption date, on the dates and in the amounts
asfollows:

Year Principal Year Principal
(March 1) Amount (September 1) Amount

2021 $1,410,000 2021 $1,450,000

2022 1,490,000 2022 1,530,000

2023 1,575,000 2023 1,615,000

2024 1,660,000 2024 1,710,000

2025 520,000 2025* 540,000

* Final maturity.

The 2000 Series B Bonds maturing on September 1, 2031*, are subject to mandatory redemptionin
part by lot on March 1, 2025, and on each September 1 and March 1 thereafter to and including September
1, 2031, at the principal amount thereof plus accrued interest to the redemption date, on the datesand in the
amounts as follows:

Y ear Principal Y ear Principal
(March 1) Amount (September 1) Amount

2025 $120,000 2025 $310,000
2026 320,000 2026 330,000
2027 340,000 2027 350,000
2028 360,000 2028 375,000
2029 385,000 2029 395,000
2030 410,000 2030 420,000
2031 435,000 2031** 450,000

* Private placement of 2000 Series B Bonds maturing on September 1, 2031 with Fannie Mae;
not being reoffered.

*x Final maturity.



The 2000 Series B Bonds maturing on September 1, 2032, are subject to mandatory redemption in
part by lot on March 1, 2025, and on each September 1 and March 1 thereafter to and including September
1, 2032, at the principal amount thereof plus accrued interest to the redemption date, on the datesand in the
amounts as follows:

Y ear Principal Y ear Principal
(March 1) Amount (September 1) Amount
2025 $ 575,000 2025 $1,500,000
2026 1,545,000 2026 1,595,000
2027 1,640,000 2027 1,690,000
2028 1,745,000 2028 1,795,000
2029 1,850,000 2029 1,910,000
2030 1,965,000 2030 2,030,000
2031 2,090,000 2031 2,150,000
2032 2,680,000 2032+ 2,765,000
* Final maturity.

Optional Redemption. The 2000 Series A Bonds and the 2000 Series B Bonds are subject to
redemption at the option of the Administration, inwholeor in part at any time on or after September 1, 2009,
at aredemption price equal to the principal amount thereof to be redeemed, plus accrued interest thereon to
the date of redemption.

Foecial Redemption. The 2000 Series Bonds are subject to special redemption, at the option of the
Administration, at the principal amount thereof plus accruedinterest thereon, in whole or in part, at any time
without premium from:

@ Recovery Payments from any Series of Bonds ("Recovery Payment”" means any
payment by a mortgagor or any other recovery of principal on a Loan not applied to scheduled
installment of principal and interest on the Loan (including any deficiency in the payment of any
scheduled installments of principal and interest then due and payable or interest paid in connection
with aPrepayment of aLoan). A Recovery Payment includes, without limitation, (i) Prepayments,
(i) the portion of any insurance proceeds received with respect to Program Assets (to the extent not
applied to therepair or restoration of any mortgaged premises), (iii) proceedsreceivedin connection
with theliquidation of adefaulted Program Asset (less costs and expensesincurredin realizing those
amounts), and (iv) amounts from the sale, transfer or other disposition of a Program Asset, or net
recovery from Credit Enhancement to the extent not included in Insurance Proceeds, in each case
representing such principal amounts);

2 amounts on deposit in the Program Fund relating to the 2000 Series Bonds not
expended for the purposes of financing Loans (see Appendix B — "THE PROGRAM —Existing
Portfolio and Available Funds Under the Bond Resolution™); and

3 excess Revenues, including without limitation, amounts resulting fromany reduction
in the Reserve Fund from any Series of Bonds.

As a result of the special redemption provisions and PAC bond redemption provisions, the
Administration can make no assur ancethat aparticular Bond will not beredeemed prior toitsmaturity.



TheAdministration cannot accur ately predict thevolumeof Recovery Payments, including Pr epayments,
or other moneys which will be available for the special redemption of Bondsin the future. See" Risks
of Redemption asa Result of Nonorigination" and " Risks of Redemption asa Result of Prepayment and
Other Excess Revenues' below.

PAC Bond Redemption. An amount equal to 60% of the Prepayments of Mortgage L oans financed
from the proceeds of the 2000 Series Bonds will be applied first to the redemption of the 2000 Series Bonds
maturing on September 1, 2025 (the " September 1, 2025 Bonds") in an amount up to the cumulative amounts
set forth in the following table, prior to the redemption of other Bonds. (Prepayments of Mortgage Loans
financed from the proceeds of the 2000 Series Bonds shall be referred to herein as the "2000 Series
Prepayments’.) Such redemption shall be made so that the cumulative amount of such redemptions shall not
exceed the cumulative amount shown as of each date set forthinthetablebelow. Such redemptions may occur
at suchtimes and with such frequency asthe Administration dects, but at least oncein each semiannual period,
commencing with the semiannual period ending March 1, 2001. Such cumulative amounts are derived from
certain assumptions related to such Mortgage L oans including the assumptions that all such Mortgage L oans
are purchased as expected and that 2000 Series Prepayments on such Mortgage L oans are received at arate
equal to 100% of the Bond Market Association standard prepayment modd ("BMA", formerly known as
"PSA", the Public Securities Association) and that 60% of such amounts will be used to redeem September 1,
2025 Bonds. If 2000 Series Bonds are redeemed from the proceeds of the 2000 Series Bonds not used to
finance Mortgage L oans, the amount of September 1, 2025 Bonds redeemed will be proportional to the total
amount of 2000 Series Bonds being redeemed, and the cumulative amounts set forth in the table below will be
reduced by an amount equal to the product of the cumulative amounts and the proportion of the total amount
of the proceeds of the 2000 Series Bonds not used to finance M ortgage L oans being used to redeem the 2000
Series Bonds to the total amount originally deposited in the 2000 Series A Program Account and the 2000
Series B Program Account of the Program Fund.

Payment Cumulative Payment Cumulative
Date Amount Date Amount
March 1, 2001 $ 55,000 March 1, 2005 $ 7,235,000
September 1, 2001 295,000 September 1, 2005 8,350,000
March 1, 2002 780,000 March 1, 2006 9,425,000
September 1, 2002 1,520,000 September 1, 2006 10,460,000
March 1, 2003 2,510,000 March 1, 2007 11,455,000
September 1, 2003 3,675,000 September 1, 2007 12,415,000
March 1, 2004 4,885,000 March 1, 2008 13,335,000
September 1, 2004 6,080,000 September 1, 2008 and 13,500,000
thereafter

If the amount available for such redemption is less than $100,000, the Administration may delay
redemption of the September 1, 2025 Bonds until the amount available for such redemption totals $100,000
or more,

The remaining 40% of such 2000 Series Prepayments, plus all amounts of such 2000 Series
Prepayments in excess of the cumulative amounts shown above, will be applied, asreceived, according to the
Administration'sgeneral practicesand in accordancewith the Codewith respect to application of Prepayments,
except that the September 1, 2025 Bonds shall not be so redeemed until no other 2000 Series Bonds remain



Outstanding, except as provided below. Seealso "THE 2000 SERIES BONDS — Redemption Provisions —
Application of Prepayments and Excess Revenues" herein.

2000 Series Prepayments in excess of the amounts set forth in the above table and up to the cumulative
amounts set forth in the following table, may be applied to the redemption of Bonds other than the September
1, 2025 Bnds; provided that su@000 Series Prepayments may be used to redeem the September 1, 2025
Bonds if there are no oth2f00 Series Bnds Outstanding or if such redemption is necessary to preserve the
tax-exempt status of the 2000 Seriem@s. One hundred perceh00%) of the 2000 Series Prepayments in
excess of cumulative amounts set forth in the following table, may be applied by the Administration to the
redemption of Bonds, including the Septemb&QP5 Bonds. The cumulative amounts in the following table
are derived from certain assumptions related to such Mortgage Loans including the assumptions that all such
Mortgage Loans are purchased as expected and that 2000 Series Prepayments are received at a rate equal to
300% of the BMA. If 2000 SeriesdRds are redeemed from the proceeds d2@® Series Bnds not used
to finance Mortgage Loans, the cumulative amounts set forth in the following table will be reduced by an
amount equal to the product of the cumulative amounts and the proportion of the total amount of the proceeds
of the 2000 Seriesdhds not used to finance Mortgage Loans being used to rede2@dth&eries Bnds to
the total amount originally deposited in the 2000 Series A Program Account and the 2000 Series B Program
Account of the Program Fund.

Payment Cumulative Payment Cumulative
Date Amount Date Amount
March 1, 2001 $ 270,000 March 1, 2005 $30,750,000
September 1, 2001 1,470,000 September 1, 2005 34,570,000
March 1, 2002 3,845,000 March 1, 2006 38,030,000
September 1, 2002 7,365,000 September 1, 2006 41,165,000
March 1, 2003 11,870,000 March 1, 2007 44,005,000
September 1, 2003 16,935,000 September 1, 2007 46,575,000
March 1, 2004 21,910,000 March 1, 2008 48,900,000
September 1, 2004 26,535,000 September 1, 2008 and 51,000,000
thereafter

Prepayments on mortgage loans are commonly measured relative to a prepayment standard model.
The BMA represents an assumed monthly rate of prepayment of the then outstanding principal balance of a
pool of new mortgage loans. BMA does not purport to be either an historic description of the prepayment
experience of any pool of mortgage loans or a prediction of the anticipated rate of prepayment of any pool of
mortgage loans, including the mortgage loans attributable to the 2000 First $adss 8ne hundred percent
(100%) BMA assumes prepayment rates of 0.2 percent per year of the then-unpaid principal balance of such
mortgage loans in the first months of the life of the mortgage loans and an additional 0.2 percent per year in
each month thereafter (for example, 0.4 percent per year in the second month) uritintbetB0 Beginning
in the 3¢" month and in each month thereafter during the life of the mortgage loans, 100% BMA assumes a
constant prepayment rate of six percent per year. Multiples of BMA will be calculated from this prepayment
rate series. For example, 200% BMA assumes prepayment ithtes @v4 percent per year in month one,
0.8 percent per year in month two, reaching 12% per year in month 30 and remaining constant at 12% per year
thereafter.

Thefollowingtablesetsforth thelast year and weighted average number of yearsthat the September
1, 2025 Bonds will be Outstanding ("Average Life") based on the receipt of 2000 Series Prepayments at
certain percentages of the BMA and certain assumptions related to the Mortgage L oans financed with the



proceedsof the 2000 SeriesBonds, including theassumptionsthat (1) all such Mortgage L oansare purchased
a the times currently anticipated, (2) 2000 Series Prepayments in amounts not exceeding a cumulative
percentage of 300% of the BMA are applied as described above and (3) 2000 Series Prepaymentsin excess
of 300% of the BMA are applied proportionally to the redemption of all 2000 Series Bondsthen Outstanding,
including the September 1, 2025 Bonds. 2000 Series Prepayments in excess of 300% of the BMA are not
required to be applied proportionally to the redemption of al 2000 Series Bonds then Outstanding.

Percent of BMA
Standard Last Year
Prepayment Model Outstanding Average Life

0% 2025 22.93

25 2025 14.16

50 2015 8.08

75 2010 6.01

100 2008 5.00

200 2008 5.00

300 2008 5.00

400 2007 458

500 2007 4.27

Actual events, including, among others, the actual receipt of 2000 Series Prepayments and the application
of such 2000 Series Prepaymentsin excess of 300% of the BMA to the redemption of September 1, 2025
Bonds in amounts that are less than or greater than an amount that is proportional to all 2000 Series Bonds
then Outstanding, will be different than the events assumed in determining the above table. Therefore, the
actual last year and weighted averagenumber of yearsthat the September 1, 2025 Bonds will be Outstanding
may differ from any of the years or percentages stated above.

Application of Prepayments and Excess Revenues. There are a number of requirements which
determine how Prepayments and other excess Revenues are to be applied to the special redemption of Bonds.

Unlessotherwiseprovided in a SeriesResolution, or required by the 1986 Code, excessRevenues
and Prepayments of Mortgage L oans financed with proceeds of any Series of Bonds, to the extent
transferred to the Redemption Fund, may be applied to theredemption of the Series having the highest
EffectiveBond Yield unlessotherwisedirected by the Administration. Asaresult, 2000 Series Bonds may
be redeemed from excess Revenues and Prepayments of Mortgage L oans financed with the proceeds of other
Series of Bonds except that the September 1, 2025 Bonds shall not be so redeemed until no other 2000 Series
Bonds remain Outstanding. Excess Revenues and Prepayments generated from the 2000 Series Bonds may
beapplied to theredemption of other Series of Bonds except as described above under the heading "PAC Bond
Redemption".

The 2000 Series Bonds and the 2000 First Series Bonds are being issued under a common plan of
finance. Fromtheissuedate of the 2000 Series Bonds and the 2000 First Series Bondsto thetenth anniversary
of such issue date, the 1986 Code requires that an increasing portion of repayments of principal and
Prepayments of Mortgage Loans attributable to the proceeds of the 2000 Series Bonds and the 2000 First
Series Bonds be applied to pay the principal portion of debt service or to redeem 2000 Series Bonds and 2000
First Series Bonds (the "Ten Year Rul€’). From and after the tenth anniversary of such issue date, the Ten
Year Rulerequiresthat all of the repayments of principal and Prepayments of Mortgage L oans attibutableto
the proceeds of the 2000 Series Bonds or the 2000 First Series Bonds be applied to pay the principal portion
of debt serviceor to redeem 2000 Series Bonds and 2000 First SeriesBonds. A table showing the percentages
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of repayments of principal and Prepayments received from each Series of Bonds previously issued under the
Bond Resolution which are required to be applied in this manner is included as Appendix F hereto.

Risks of Redemption as a Result of Nonorigination. Subject to a de minimis exception, proceeds
relating to the 2000 Series Bonds deposited directly to the Program Fund to make or purchase M ortgage L oans
and not used to finance M ortgage L oans within 42 months of the date of issuance will be used to redeem 2000
Series Bonds as required by the 1986 Code. See Appendix B — "THE PROGRAM - Existing Portfolio and
Available Funds Under the Bond Resolution".

Risks of Redemption as a Result of Prepayments and Other Excess Revenues. All Mortgage Loans
permit partial or complete prepayment without penalty. Mortgage Loans also may be terminated prior to their
respective final maturities as a result of events such as default, sale (including potentially a sale of all or part
of the Mortgage Loan portfolio), condemnation or casualty loss. A number of factors, including general
economic conditions, homeowner mobility and mortgage market interest rates, will affect the rate of actual
prepayments for a particular portfolio of mortgage loans. Therefore, it is difficult to predict prepayments for
the Administration's portfolio from available data about other pools of mortgage loans.

The investment of funds held under the 1980 General Certificate, which has been used to finance the
Administration's Single Family Program since 1980, have historically generated significant revenues in excess
of the amount necessary to pay scheduled principal of and interest on bonds and required bond redemptions.
If, in the future, the Administration receives excess Revenues under the Bond Resolution and determines not
to make or purchase new Mortgage Loans with excess Revenues, the Administration will apply such excess
Revenues (together with funds made available as a result of the reduction in reserve fund requirements) in
accordance with the provisions of the Bond Resolutions and federal tax laws, which provisions may require
the special redemption of Bonds from such excess Revenues. See "Application of Prepayments and Excess
Revenues" above.

General Provisions. If fewer than all of the 2000 Seriesiigls of like Series and maturity are to be
redeemed and are no longer held in book-entry form, the Administration will determine the pa2@00lar
Series A Bonds d2000 Series B @nds or portions thereof to be called for redemption. The Trustee will mail
notice of the redemption to the registered owners of any 2000 Serids 8r portions thereof to be redeemed
not less than 15 days (or, in the case of 2000 Sevim$sBhen registered under DTC's book-entry-only system
of registration, 30 days) nor more than 90 days before any date upon which 2000 GwiesnBy be
redeemed at their last addresses appearing upon the registration books. Such notice by mail is sufficient and
published notice of the call for redemption need not be given. The notice of redemption may be conditional.
If conditional, the notice will set forth the conditions precedent to such redemption and if such conditions have
not been met prior to the redemption date, such notice will be of no force and effect. Notice otherwise having
been provided, the 2000 Seriesn8s designated in the notice will become due and payable at the applicable
redemption price, plus interest accrued to the redemption date. On and after the redemption date, such 2000
Series Bonds will cease to bear interest and 20@8 Series 8nds will no longer be considered as outstanding
under the Bond Resolution.

DTC and Book-Entry
At the time of delivery of the 2000 Seriesriéls, DTC will act as securities depository for 2080
Series Bonds. The ownership of one fully regist@@a0 Series 8nd for each Series and maturity in the

aggregate principal amount of such maturity will be initially registered in the name of Cede & Co., as nominee
for DTC. DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking
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organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System,
a "clearing corporation" within the meaning of the New York Uniform Commercial Code and a "clearing
agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as
amended. DTC holds securities that its participants (the "DTC Participants") deposit with DTC. DTC also
facilitates the settlement amg DTC Participants of securities transactions, such as transfers and pledges,
through electronic computerized book-entry changes in accounts of the DTC Participants, thereby eliminating
the need for physical movement of securities certificates. DTC Participants include securities brokers and
dealers, banks, trust companies, clearing corporations and certain other organizations. DTC is owned by a
number of the DTC Participants, the New York Stock Exchange, Inc., the American Stock Exchange, Inc., and
the National Association of Securities Dealers, Inc. Access to the DTC system is also available to others such
as banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with a
DTC Participant, either directly or indirectly (the "Indirect Participants™). The rules applicable to DTC and

its Participants are on file with the Securities and Exchange Commission.

Purchases of the 2000 SeriesnBs under the DTC system must be made by or through DTC
Participants, which will receive a credit for tA@00 Series 8nds on the records of DTC. The ownership
interest of the actual purchaser of each 2000 Seded Bhe "Beneficial Owner") is in turn to be recorded
through the records of the DTC Participant or Indirect Participant. Beneficial Owners will not receive from
DTC written confirmations of purchase, but Beneficial Owners are expected to receive written confirmations
providing details of the transaction, as well as periodic statements of their holdings, from the DTC Participant
or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of ownership
interests in the 2000 Seriepiils are to be accomplished by entries made on the books of DTC Participants
who act on behalf of the Beneficial Owners and Indirect Participants. Beneficial Owners will not receive
certificates of 2000 SeriesoBds representing their ownership interest ir@0 Series Bnds, and will not
be, or be considered to be, owners thereof under the Bond Resolutiong s Ithe dok-entry system is
utilized. The requirement for physical delivery of securities in connection with a demand for purchase or a
mandatory purchase will be deemed satisfied when the ownership rights in the securities are transferred by
DTC Participants on DTC's records.

To facilitate subsequent transfers,2000 Series Bnds deposited by DTC Participants with DTC
are registered in the name of DTC's nominee, Cede & Co. The deposit of the 2000 Beisewith DTC
and their registration in the name of Cede & Co. effect no change in beneficial ownership. DTC's records
reflect the identity only of the DTC Participants to whose accounts such 2000 $edssaBe credited, which
may or may not be the Beneficial Owners. It is the responsibility of DTC Participants and Indirect Participants
to keep account of their holdings on behalf of their customers.

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

Redemption notices shall be sent to Cede & Co. If fewer than all of the 2000 Seardsf0E2000
Series B Bonds are being redeemed, DTC's practice is to determine by lot the amount of the interest attributable
to each DTC Participant in such issue to be redeemed. Such selection of the 2000 Samits x2B00
Series B Bonds to be redeemed will not be governed by the Bond Resolutions and will not be conducted by the
Administration or the Trustee.
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Neither DTC nor Cede & Co. will consent or vote with respect to the 2000 Series Bonds. Under its
usual procedures, DTC mailsan omnibus proxy to the Administration as soon as possibleafter therecord date.
The omnibus proxy assigns Cede & Co.’s consenting or voting rights to those DTC Participants to whose
accounts the 2000 Series Bonds are credited on the record date (identified in alisting attached to the omnibus

proxy).

The Trusteewill make payments of principal of, redemption premium, if any, and interest on the 2000
SeriesBondsto DTC or its nominee, Cede & Co., asregistered owner of the 2000 SeriesBonds. The current
practice of DTC isto credit the accounts of the DTC Participants upon receipt of moneys in accordance with
their respective holdings shown on the records of DTC. If appropriate, DTC Participants will forward such
payments to Indirect Participants. DTC Participants will be responsible for disbursing such payments to
Indirect Participants or Beneficial Owners. DTC, the Trustee and the Administration are not responsible for
and make no representations concerning the manner of, or any charges that may be associated with, payments
by DTC Participants or Indirect Participants to Beneficial Owners.

Neither the Administration nor the Trustee will have any responsibility or obligation to DTC
Participants or the persons for whom DTC Participants act as nominees with respect to the payments or the
providing of noticeto DTC Participants, Indirect Participants or Beneficial Ownersor the selection of portions
of the 2000 Series Bonds for redemption. The Administration and the Trustee make no representation
concerning the accuracy of the description herein of the operations of DTC, DTC Participants or Indirect
Participants.

The Administration and the Trustee cannot giveany assurancesthat DTC will distribute payments of
principal of, redemption premium, if any, and interest on the 2000 Series Bonds paid to DTC or its nomineg,
asthe registered owner, or any redemption or other notices, to the DTC Participants or that they will do so on
atimely basis, that DTC Participants or Indirect Participants will distribute to Beneficial Owners any such
payments or notices received by them or do so on atimely basis, or that DTC will serve and act in a manner
described in this Official Statement.

The Beneficial Owner may be charged a sum sufficient to cover any tax, fee or other governmental
charge that may be imposed for every transfer and exchange of the 2000 Series Bonds.

Definitive Bonds

DTC (or a successor securities depository) may discontinue providing its service with respect to the
2000 Series Bonds at any time by giving notice to the Administration and discharging its responsibilitieswith
respect thereto under applicable law. In addition, the Administration, in its sole discretion and without the
consent of any other person, may elect not to use or may terminate the services of DTC (or a successor
securities depository). Under such circumstances, 2000 Series Bonds in definitive form will be delivered as
provided in the Bond Resolutions and registered in accordancewith the instructions of the purchasers, and the
following requirements of the Bond Resolutionswill apply. Interest onthe 2000 Series Bonds will be payable
by check or draft mailed by the Trustee to the registered owner thereof or, upon the request of a registered
owner of 2000 Series Bonds having a principal amount of $1,000,000 or more, by wire transfer from the
Trusteeto the registered owner thereof. The principal of and redemption premium, if any, are payable at the
corporatetrust office of the Trustee upon presentation of the 2000 Series Bonds on or after the date of maturity
or redemption. Each exchangeor transfer of the 2000 Series Bonds may require the payment by the owner of
any tax, fee or other charge imposed by law and a reasonable transfer fee of the Trustee.
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SECURITY FOR THE BONDS
Provisions of Bond Resolution
Pursuant to the Bond Resolution, the security for the Bonds is a pledge of and lien on:

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

2 the Administration’s right, title and interest in and to all Program Assets financed from such
proceeds;

3 Revenues;

@) all money, investments and other assets held in the funds and accounts established by or
pursuant to the Bond Resolution and theearnings thereon, except for any money, investments,
assets or income held in the Rebate Fund or in any fund or account created by a Series
Resolution or a Supplemental Resolution which provides that such fund or account shall not
be subject to the lien of the Bond Resolution; and

) any and all other property of every description and nature from time to time hereafter by
delivery or by writing of any kind conveyed, pledged, assigned or transferred to the Trustee
asand for additional security under the Bond Resolution by the Administration or by anyone
on its behalf or with its written consent.

The pledge and security interest are subject to (i) the power of the Administration to direct the withdrawal of
amounts from such funds and accounts free and clear of such pledge and security interest upon the conditions
provided in the Bond Resolution subject to the filing of a Cash Flow Certificate, and (ii) other specific
limitations set forth in the Bond Resolution, and (iii) with respect to one or more Series of Bonds, the power
of the Administration to grant a lien on the same property and rights (or any portion thereof) on a parity with
or subordinateto thelien granted to the Trustee for the benefit of the owners of the Bonds (provided, however,
any funds, assets or other property pledged to or for the benefit of the Credit Enhancer or Credit Facility
Provider shall be available to the Credit Enhancer or Credit Facility Provider only after it has made payment
under the Credit Enhancement or Credit Facility, as appropriate) and to excludeall moneys deposited into any
fund or account with respect thereto from the pledge to the Trustee securing payment of the Bonds or to limit
such pledge. Moneys necessary to pay arbitrage rebate, if any, to the United States are administered outside
of, and are not subject to the lien of, the Bond Resolution. For a description of the provisions of the Bond
Resolution for releasing of moneys or other assets from thelien of theBond Resolution, see"SECURITY FOR
THE BONDS — Cash Flow Statements and Certificates".

The pledge made and security interests granted by the Bond Resolution and the covenants and
agreements therein set forth are for the equal benefit, protection and security of holders of all Bonds, all of
which, regardless of the time or times of their issue or maturity, shall be of equal rank without preference,
priority or distinction of any Bond over any other except as expressly provided or permitted herein.
Subordinate Bonds need not be of equal rank with other Bonds and shall be entitled to the preferences and
priorities provided in the Series Resolution authorizing the issuance of Subordinate Bonds. See "SECURITY
FOR THE BONDS".
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The Bonds ar e special obligations of the Administration payable solely from the revenues and
assets of the Administration pledged therefor under the Bond Resolution. The Administration has no
taxing power. The Bonds do not constitute a debt of the State, any political subdivision thereof, the
Administration or the Department, or a pledge of thefaith, credit or taxing power of the State, any such
political subdivision, the Administration or the Department.

Program Assets

Loans. TheMortgage L oans expected to be financed with the proceeds of the 2000 Series Bonds may
be ether whole Mortgage Loans or participations in Mortgage Loans. Mortgage Loans (including
participationsin Mortgage L oans) financed by the Administration with proceeds of the 2000 Series Bonds will
be pledged as Program Assets under the Bond Resolution, and the Trusteewill retain all right, titleand interest
in each such Mortgage Loan or participation interest for the equal and ratable security of the Bonds.

Pursuant to aM ortgage Participation Agreement, dated December 1, 1998, asamended (the"Mortgage
Participation Agreement™), among the Administration, Allfirst Bank, as fiscal agent thereunder (the "Fiscal
Agent"), as Trustee under the Bond Resolution and as trustee under the 1980 General Certificate, the
Administration may combine amounts available from the Program Fund under the 1980 General Certificate
with amounts available from the Program Fund under the Bond Resolution to purchase M ortgage L oans which
arehddintrust by theFiscal Agent. The Administration has applied certain proceeds of Prior Bonds and may
apply proceeds of other Series of Bonds under the Bond Resolution designated by the Administration to
purchase participationsin such Mortgagel oansthat areal sofunded fromamountsavailablefromtheProgram
Fund under the 1980 General Certificate. Each participation interest purchased with proceeds of a Series of
Bonds and pledged as a Program Asset under the Bond Resolution will consist of a participation interest in a
Mortgage Loan held by the Fiscal Agent pursuant to the Mortgage Participation Agreement, and the Trustee
will retain all right, title and interest in a pro rata portion of the payments, the mortgage and interests arising
thereunder for the equal and ratable security of theBonds. Payments of principal on all such Mortgage L oans,
including Prepayments or recoveries from foreclosure of defaulted Mortgage Loans, will be divided between
the Trustee and the trustee under the 1980 General Certificate, pursuant to the Mortgage Participation
Agreement, on a pro rata basis in conformance with the contributions of proceeds from the Series of Bonds
designated by the Administration and amounts available from the Program Fund under the 1980 General
Certificate which are used to make Mortgage Loans for this purpose.

Each such Mortgage Loan financed in this manner and retained under the Mortgage Participation
Agreement is expected to have an original term of 30 years, with equal monthly payments of principal and
interest. Each such Mortgage L oanisexpectedto bear interest at fixed annual ratesto beestablished fromtime
to time by the Administration, with aslittle as 0% of theinterest allocableto participation interests purchased
with amounts available from the Program Fund under the 1980 General Certificate and up to 100% of the
interest allocable to participation interests purchased with proceeds of the Bonds. The interest rate of such
M ortgage L oans resulting from blending the interest rates attributable to the participation interests purchased
from amounts available from the Program Fund under the 1980 General Certificate with the interest rates
attributable to the participation interests purchased from the proceeds of the Bonds will comply with the
requirements of the Code.

Each of the L oans financed with the proceeds of Prior Bonds issued under the Bond Resolution have
been Mortgage Loans. Initially, each of the Loans was required to be secured by Credit Enhancement in the
form of FHA mortgage insurance. Loans financed from the proceeds of the 1998 Series D Bonds and Series
of Bonds issued thereafter may have FHA insurance or a USDA/RD guarantee; and loans financed from the
proceeds of the 1999 Series C Bonds, the 1999 Series D Bonds and the Series of Bonds issued thereafter may
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be insured by FHA or guaranteed by VA or USDA/RD. See Appendix G — "FHA MORTGAGE
INSURANCE PROGRAM, VA HOME LOAN GUARANTY PROGRAM AND USDA/RD MORTGAGE
GUARANTEE PROGRAM". Each of the Loans expected to be financed with the proceeds of the 2000 Series
Bonds will be Mortgage Loans insured by FHA or guaranteed by VA or USDA/RD. Proceeds of FHA
mortgage insurance or a VA or USDA/RD guarantee paid upon default of Mortgage Loans held by the Fiscal
Agent under the Mortgage Participation Agreement will be apportioned on a pro rata basis in conformance with
the participation interests held in each Mortgage Loan. The Bond Resolutiamotioeguire that a Loan
financed in the future be secured by Credit Enhancement. Credit Enhancement of all or a portion of a Loan,
if any, will be provided in accordance with the applicable provisions set forth in the Series Resolution
authorizing a particular Series of Bonds. Credit Enhancement of Loans includes (but is not limited to) any
credit enhancement, insurance, guaranty, risk-sharing arrangement or any other form of credit support for a
Loan (or any portion thereof) as provided in any Series Resolution or Supplemental Resolution.

Each of the Mortgage Loans financed with the proceeds of the Prior Bonds and each of the Mortgage
Loans expected to be financed with the proceeds of the 2000 Series Bonds will be secured by a first lien
mortgage. However, the Bond Resolution doesrequire that a Loan financed in the future be secured by
a Mortgage constituting a mortgage lien on a Development, or that the lien of any Mortgage be a first lien. Any
of the Loan requirements may be varied pursuant to Credit Enhancement of such Loan or, if the Loan is not
Credit Enhanced, as required or permitted by the Administration.

Pursuant to the Bond Resolution, the Administration may, in its discretion: (i) sell any Loan not in
default, (ii) release any Loan from the lien of the Bond Resolution, or (iii) materially modify, amend or alter
any security for, or any terms or provisions, of any Loan or Mortgage. Before selling or otherwise transferring
a Loan not in default (other than transfer of a Program Asset to a provider of Credit Enhancement or a Credit
Facility provided that payment is made under the terms of the Credit Enhancement or Credit Facility), the
Administration is required to file with the Trustee a Cash Flow Certificate taking such sale, release,
cancellation, modification, amendment or alteration into account. The Administration may materially modify,
amend, alter, release or cancel any terms or provisions of any Credit Enhancement.

Generally, the ability of the Administration to pay debt service on the Bonds depends upon the receipt
of sufficient Revenues, principally comprising principal and interest payments on Loans, and earnings on
investment of moneys in funds and accounts under the Bond Resolution. The Reserve Fund has been
established to provide for the payment of debt service on the Bonds if Revenues for that purpose are at any time
insufficient. If, however, Borrowers fail to satisfy their respective obligations under the Program and the
proceeds of Credit Enhancement, if any, are insufficient, sufficient moneys may not be available to pay
principal of and interest on the Bonds. The failure of a Borrower to make timely payment on its Loan or the
occurrence of an event of default with respect to a Program Asset does not constitute a default with respect to
any other Program Asset. Similarly, the occurrence of an Event of Default under the Bond Resolution does
not, of itself, constitute an event of default with respect to any Program Asset. Under such circumstances,
neither the Administration nor the Trustee have the right to accelerate payment of any Program Asset not in
default. The 2000 SeriesoBds are not secured by or payable from the assets and revenued #8@he
General Certificate.

Developments. In addition to financing Loans, Bonds may be issued under the Bond Resolution to
provide funds for the making, purchasing or otherwise financing or refinancing of Developments, including any
project, facility, undertaking or purpose which the Administration is authorized to undertake, finance or provide
financing for pursuant to the Act as now or hereafter in effect, including, without limitation, a Single Family
Residences, multi-family housing, group housing, shared living facilities, home improvements, housing
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rehabilitation and any undertaking or project, or portionthereof, whichis defined asa"community devel opment
project,” a "public purpose project,” an "energy conservation project,” a "home improvement project,” an
"infrastructure project” or a"special housing facility" by the Act.

Reserve Fund

The Reserve Requirement, as of any date of calculation, is the aggregate of the amounts specified as
theReserve Requirement for each Series of Bondsin theapplicable SeriesResolution. Duringfiscal year 1997,
the Administration adopted the provisions of GASB 31, which requires that the financial statements of the
Administration reflect investments at fair value. Accordingly, the balance of the Reserve Fund reported at
December 31, 1999, includesinvestmentsat fair value. Asof December 31, 1999, theavailable balanceinthe
Reserve Fund was $8,637,425, of which $12,238 was cash equivalents. The fair value of investments was
$8,625,187, of which $8,675,854 was the book value of investments and $50,667 wasthedecreaseinfair value
of investments. Proceeds made available from the issuance of the 2000 Series Bonds in the amount of
$1,568,700 will bedeposited inthe Reserve Fund. Thisamount, together with the amount currently on deposit
in the Reserve Fund, is at least equal to the aggregate Reserve Requirement established in the Series
Resolutions which is 2% of the sum of: (i) the aggregate lendable proceeds on deposit in the 2000 Series A
Proceeds Account and the 2000 Series B Proceeds Account of the Program Fund relating to the 2000 Series
A Bonds, the2000 Series B Bondsand all Prior Bonds, and (ii) the aggregate principal amount of theMortgage
L oans then outstanding made or purchased from amounts described in clause (i) above.

If moneysin the Revenue Fund areinsufficient to provide for the payment when due of any Principal
Installment, interest on the Bonds or any Sinking Fund Installment with respect to the Bonds, the Trustee shall
withdraw from the Reserve Fund and pay into the Revenue Fund the amount of such deficiency. If any such
withdrawal results in the balance in the Reserve Fund falling below the amount of the Reserve Requirement,
any such deficiency shall be replenished from amounts available in the Revenue Fund following payment of
Principal Installments, Sinking Fund I nstallments, redemption premium (if any) and interest ontheBonds. The
failure of the Administration to maintain the Reserve Requirement will not, in and of itsdf, constitute an Event
of Default under the Bond Resolution.

The Trustee may, at thedirection of an Authorized Officer, withdraw any amount in the Reserve Fund
in excess of the Reserve Requirement, and any amount anticipated to be withdrawn in connection with the
purchase or redemption of Bonds, and credit such amount to the Revenue Fund. The Reserve Fund and the
Reserve Requirement may be funded with moneys or Cash Equivalents, in accordance with the requirements
of the Bond Resolution and any Supplemental Resolution, or as determined to be deposited therein by the
Administration. If, pursuant to a Supplemental Resolution, amounts obtained under a Credit Facility or Credit
Enhancement are to be used to pay the Principal Installments of and interest on Bonds, then amounts in the
Reserve Fund whichwould otherwise have been used for such purposes may beapplied to reimbursethe Credit
Facility Provider or Credit Enhancer for the amounts so obtained, all in accordance with such Supplemental
Resolution.

Collateral Reserve Fund

The Administration has established a Collateral Reserve Fund under the Bond Resolution to provide
additional pledged collateral asit deemsappropriate. The Bond Resolution does not requirethefunding of the
Collateral Reserve Fund, except as determined by the Administration. Any moneys, Cash Equivalents (e.g.,
letters of credit, insurance policies, sureties, guaranties or other security arrangements), Program Assets,
Non-Conforming Loans (i.e., Loans which do not comply with the mortgage digibility requirements of the
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Code) or other assets on deposit inthe Collateral Reserve Fund are pledged as security for the Bonds, but may
betransferred to any other Fund or Account or withdrawn, free and clear of the lien of the Bond Resolution,
by the Administration upon receipt by the Trustee of an Administrative Request and, with respect to amounts
deposited pursuant to prior Series Resolutions, a Cash Flow Certificate.

Moneys, Cash Equivalents, Program Assets, Non-Conforming Loans and other assets may be
deposited into the Collateral Reserve Fund in accordance with the requirements of a Series Resolution or a
Supplemental Resolution. Such Series Resolution or Supplemental Resolution may establish terms, conditions
and provisions relating to the funding of the Collateral Reserve Fund, disbursement of moneys or Cash
Equivalents and the sale, disposition or release of Non-Conforming L oans from the Collateral Reserve Fund
as wdl as the maintenance of such assets required to be held in such fund with respect to either a Series of
Bonds or generally. The Collateral Reserve Fund was established with an initial deposit of $8,750,000. As
of December 31, 1999, the fund had purchased Mortgage Loans with an original principal balance of
$4,732,504; an additional $4,017,496 will be used to purchase additional Mortgage Loans. As of December
31, 1999, the Collateral Reserve Fund held Mortgage Loans with an outstanding principal balance of
$4,655,716, and Investment Obligations in the amount of $4,420,140.

Cash Flow Statements and Certificates

The Administration is required to file with the Trustee a current Cash Flow Statement whenever any
Series of Bonds is issued, unless such filing is not required by a Rating Agency, provided that the
Administration shall file with the Trustee a current Cash Flow Statement at least annually.

A Cash Flow Statement shall consist of a certification and calculation made by or for the
Administration and signed by an Authorized Officer giving effect to the action proposed to be taken and
demonstrating that:

() Revenues;

(i) interest and other income estimated by the Administration to be derived from the
investment or deposit of money availablefor payment of the Bonds in any fund or account created by
or pursuant to the Bond Resolution (which estimate shall be based upon the investments or deposits
inany fund or account at therate of return thereon or, in the case of futureinvestments or investments
or deposits expected to be made at thetime of such certificate, at an assumed rate or reinvestment rate
reasonably determined by the Administration);

(iii) any fees charged by the Administration and any other available revenues; and
(iv) any other moneys or funds pledged to the payment of the Bonds,

will be sufficient, in the judgment of an Authorized Officer of the Administration, to pay the principal of and
interest on all Outstanding Bonds described in the calculation inthe current and in each succeeding Bond Y ear.
A Cash Flow Statement shall include all Outstanding Bonds, together with one or more Series of Bondsto be
issued by the Administration, all as may be required by the Bond Resolution, and may exclude any or all
SubordinateBonds. Totheextent specified in a Supplemental Resolution, afund or account establishedinsaid
Supplemental Resolution shall not be taken into account when preparing a Cash Flow Statement.
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In addition, the Cash Flow Statement shall demonstratethat: (1) theamount of moneysand Investment
Obligations held in any Fund or account pledged to the payment of the Bonds (valued at their cost to the
Administration, as adjusted by amortization of thediscount or premium paid upon purchase of such obligations
ratably to their respective maturities), together with accrued but unpaid interest thereon, (2) the outstanding
principal balance of Loans, together with accrued but unpaid interest thereon, and (3) any other assets, valued
at their realizable value, pledged for the payment of the Bonds, will equal or exceed the aggregate principal
amount of and accrued but unpaidinterest on Outstanding Bonds; provided that inthe event a Series Resolution
specifiesthat, for purposes of the requirements of this paragraph, the L oans financed by such Series of Bonds
shall bevalued at other than their outstanding principal balance, then, with respect to such L oans, such other
value shall be used in the calculations required by this paragraph.

The Administration is required to file with the Trustee a current Cash Flow Certificate:

(i) upon purchase or redemption of Bonds of a Series in a manner other than (A) as
contemplated in the most recent Cash Flow Statement filed by the Administration with the Trustee, or
(B) on a basis whereby the Bonds of each maturity of such Series are purchased or redeemed in the
proportion that the amount Outstanding of such maturity bears to thetotal amount of all Outstanding
Bonds of such Series, with respect to purchases or redemptions to be made from Recovery Payments
or excess Revenues,

(i) prior to withdrawing moneys from the Revenue Fund for payment to the Administration
free and clear of the pledge and lien of the Bond Resolution, in an amount in excess of the amounts
determined to be available for such purposein the most recent Cash Flow Statement filed with the
Trustee,

(iii) prior to sdling or otherwise transferring any Loan not in default, except with respect to
the sale or release of Non-Conforming Loans and Loans secured by a Credit Facility or a Credit
Enhancement which continues in effect after such release provided that payment is made under the
Credit Enhancement or Credit Facility.

A Cash Flow Certificate shall consist of a statement of an Authorized Officer of the Administration
to theeffect of one of thefollowing: (1) the proposed action is consistent with the assumptions set forth in the
most recent Cash Flow Statement; or (2) after giving effect to the proposed action, in the current and each
succeeding Bond Y ear in which Bonds are scheduled to be Outstanding, the amounts described in clauses (i)
through (iv) in the description of the Cash Flow Statement above will be sufficient, in the judgment of an
Authorized Officer of the Administration, to pay the principal of and interest on all Outstanding Bonds
described in the calculation, except that to the extent specifiedin a Supplemental Resolution, afund or account
established in said Supplemental Resolution shall not betakeninto account in connection with such Cash Flow
Certificate; or (3) theproposed action will not in and of itsaf materially adversdy affect theamounts described
in clauses (i) through (iv) in the description of the Cash Flow Statement above, except with respect to such
funds or accounts which may be specified in such Supplemental Resolution to not be taken into account in
connectionwith such Cash Flow Certificate. The Administration, at itsoption, may fileaCash Flow Statement
in lieu of a Cash Flow Certificate in any instance when it is required to file a Cash Flow Certificate.

CashFlow Statementsand Cash Flow Certificates shall bebased uponthe Administration’s reasonable
expectations, and shall be based upon assumptions consistent with those used in the most recent Cash Flow
Statement or such other assumptions as shall not adversely affect any of the Rating Agencies' ratings on the
Bonds. Such assumptions and information are subject to change which may materially affect the conclusions
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expressed in the statement or certificate. Accordingly, Bondholders should be aware that the existence of a
Cash Flow Statement or Cash Flow Certificate does not assure that the conclusions expressed therein will
accurately reflect future revenues or events.

I nvestment of Funds

Pending application to the purposes of each fund or account, moneys held in the various funds and
accounts under the Bond Resolution will be invested in Investment Obligations. See Appendix C —
"DEFINITIONS — Investment Obligations" and Appendix B — "THE PROGRAM - Existing Portfolio and
Available Funds Under the Bond Resolution" herein. As of December939, the amounts held in the
Program Fund, the Revenue Fund, the Reserve Fund and the Collateral Reserve Fund were invested as follows:
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INVESTMENTSHELD IN THE RESIDENTIAL REVENUE BOND FUNDS

Guaranteed | nvestment Rate
Principal Contract Provider of
Account Balance Asof and Other Investments Earnings Maturity

Program Fund
1997 Residential Revenue $ 1,847,163 12/31/99 Money Market Funds Varies On demand
Bonds, SeriesA and B
1998 Residential Revenue $ 7,331,247 12/31/99  Trinity Plus Funding 5.26% 09/01/2001
Bonds, SeriesA and B Company, LLC
1998 Residential Revenue $ 7,970,031 12/31/99 Morgan Stanley & Co., Inc. 4.65% 03/01/2002
Bonds, SeriesD
1999 Residential Revenue $ 9,584,129 12/31/99 Morgan Stanley & Co., Inc. 5.19% 10/01/2001
Bonds, SeriesC and D
1999 Residential Revenue $67,136,372 12/31/99 Morgan Stanley & Co., Inc. 5.78% 02/01/2002
Bonds, SeriesE and F
1999 Residential Revenue $76,087,356 (1) 12/31/99 Federal Home Loan Bank 5.71% 08/09/2000
Bonds, Series G Bonds
1999 Residential Revenue $58,805,145 12/31/99 Morgan Stanley & Co., Inc. 6.08% 05/15/2002
Bonds, SeriesH
1999 Residential Revenue $29,892,000 (1) 12/31/99 Federa Home Loan Mortgage 5.99% 12/06/2000
Bonds, Series| Corp.

Revenue (Float) Fund

1997 Residential Revenue $ 3,185,753 12/31/99  Westdeutsche Landesbank 5.96% 09/01/2029
Bonds, SeriesA and B Girozentrale, New Y ork Branch
1998 Residential Revenue $ 1,171,395 12/31/99 AIG Matched Funding Corp. 5.30% 09/01/2030
Bonds, SeriesA and B

Reserve Fund
1997 Residential Revenue $ 1,960,784 12/31/99 AlIG Matched Funding Corp. 6.24% 09/01/2029
Bonds, SeriesA and B
1998 Residential Revenue $ 1,574,289 12/31/99 AlIG Matched Funding Corp. 5.68% 09/01/2030
Bonds, SeriesA and B
1998 Residential Revenue $ 1,231,569 12/31/99 Westdeutsche Landesbank 5.22% 09/01/2029
Bonds, SeriesD Girozentrale, New Y ork Branch
1999 Residential Revenue $ 1,176,471 12/31/99 Westdeutsche Landesbank 5.82% 09/01/2031
Bonds, SeriesC and D Girozentrale, New Y ork Branch
1999 Residential Revenue $ 1,532,818(1) 12/31/99 Federal Home Loan Mortgage 6.75% 09/15/2029
Bonds, SeriesE and F Corp.
1999 Residential Revenue $ 1,149,255 (1) 12/31/99 Federa Home Loan Mortgage 6.75% 09/15/2029
Bonds, SeriesH Corp.

Collateral Reserve Fund (2)
1997 Residential Revenue $4,420,140 12/31/99  Westdeutsche Landesbank 5.96% 09/01/2029
Bonds, Series A and B Girozentrale, New Y ork Branch
@ In keeping with the provisions of GASB 31, theseinvestments are reported at fair value. Thebook valueat December 31, 1999
was $109,022,793, and the decrease in fair value of these investments was $361,364.

2 The Collateral Reserve Fund was established under the Bond Resolution at the time the 1997 Residential Revenue Bonds

Series A and Series B were issued.
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Ingeneral, itisthe Administration’s policy toinvest funds heldin the Revenue Fund, the Reserve Fund,
the Program Fund and the Collateral Reserve Fund in U.S. Treasury securities, collateralized investment
contracts, accounts with financial institutions, and securities of other institutions created by the U.S.
Government. In addition, the Administration expects to use all funds currently held in the Program Fund and
the Collateral Reserve Fund to finance Mortgage L oans.

TheTrusteemay purchaselnvestment Obligationsthat do not meet theratings requirements described
in the definition of Investment Obligations, so long as the purchase of such Investment Obligations does not,
as of the date of such purchase, in and of itsdf, result in areduction or withdrawal of the then existing rating
assigned to the Bonds (other than Subordinate Bonds) by any Rating Agency then rating the Bonds. If the
rating of any Investment Obligation purchased by the Trustee changes adversely subsequent to the date of
purchase, the Trustee is not required to sdl such Investment Obligations. If a Rating Agency were to
downgrade or withdraw the rating on any Investment Obligations previously purchased by the Trustee, the
rating on the Bonds could be negatively affected. See"RATINGS' herein.

Credit Facilities

Under the Bond Resolution, payment of the principal or redemption or purchase price of and interest
on each Series of Bonds issued thereunder may be, but is not required to be, secured by a Credit Facility. In
connection with obtaining any such credit or liquidity facility, the Administration may under the Bond
Resolution pledge to the provider thereof its interests in the Loans and the accounts created under the Bond
Resolution and applicable Series Resolution relating to such Loans. To date, Bonds issued under the Bond
Resolution have not been secured by a Credit Facility.

A Credit Facility may be: (i) an unconditional and irrevocable letter of credit in form and drawn on
abank or banks acceptableto the Administration; provided that such letter of credit may be provided by a bank
or banks whoserating is lower than that set forth above, so long as the providing of such letter of credit does
not, as of the dateit is provided, in and of itsdlf, result in areduction or withdrawal of the then existing rating
assigned to the Bonds (other than Subordinate Bonds) by any of the Rating Agencies, (ii) cash, (iii) acertified
or bank check, (iv) Investment Obligations, or (v) any other credit facility similar to the abovein purpose and
effect, including, but not limited to, aguaranty, standby |oan or purchase commitment, insurance policy, surety
bond or financial security bond or any combination thereof, which, in any case secures all or a portion of one
or more Series of Bonds.

Credit Enhancement

Forms of credit enhancement may include mortgage insurance provided through the FHA mortgage
insurance programs, the VA and the USDA/RD guarantee programs, private mortgage insurance policies and
the Maryland Housing Fund ("MHF") mortgage insurance program. Other forms of credit enhancement also
may include letters of credit, insurance policies, sureties, guarantees or any other security arrangement upon
whichthe Administration or the Trusteemay draw to providecredit support for Program Assets under the Bond
Resolutions. Each of the Loans expected to be financed with the proceeds of the 2000 Series Bonds will be
secured by Credit Enhancement in the form of FHA mortgage insurance or a VA or USDA/RD guarantee.
Future Loans may, but are not required to be, secured by Credit Enhancement. See"SECURITY FOR THE
BONDS".
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General Bond Reserve Fund

As an additional source of funds for the payment of principal of and interest on the bonds and notes
issued or to be issued by the Administration, including the 2000 Series Bonds, the Administration has
established the General Bond Reserve Fund (the "General Bond Reserve Fund") pursuant to an Indenture of
Trust by and between the Administration and Allfirst Bank, Baltimore, Maryland, as successor trustee, dated
as of June 29, 1984, as supplemented. Amounts on deposit in the General Bond Reserve Fund, to the extent
available, may beused to pay the principal of andinterest on bonds and notes of the Administration inthe event
that revenues and assets specifically pledged to such bonds and notes are not sufficient for the payment of
principal of and interest on such notes or bonds. In addition, the Administration uses moneys in the General
Bond Reserve Fund to cover costs of operation of the Administration.

Balances. During fiscal year 1997, the Administration adopted the provisions of GASB 31, a new
accounting standard adopted by the Government Accounting StandardsBoard. GASB 31 requiresthefinancial
statements of the Administration to reflect investments at fair value. Accordingly, the balance of the General
Bond Reserve Fund as reported at December 31, 1999, includes investments at fair market value. As of
December 31, 1999, the available balance in the General Bond Reserve Fund was $35,356,066, of which
$25,325,082 was cash equivalents. Thefair value of investments was $10,030,984, of which $9,509,888 was
the book value of investments and $521,096 was the increase in fair value of the investments. The
Administration may withdraw funds within the General Bond Reserve Fund, or may pledge such funds to
specific obligations, at any time for any purposes under the Act.

On May 19, 1997, the Director of the Administration adopted a determination, approved by the
Secretary, stating the Administration’s intent to use funds from the General Bond Reserve Fund to compensate
for any deficiency in funds available to meet the Administration’s obligations to the holders of its Multi-Family
Housing Revenue Bonds (Insured Mortgage Loans) if MHF becomes unable to or otherwise fails to pay a claim
due to the Administration (the "Determination”). The Determination states that it is the policy of the
Administration to maintain a total amount of cash, Investment Obligations and loans under the Administration’s
special housing opportunities program for financing Group Homes (the "Available Balance") in the General
Bond Reserve Fund, as of July 1 of each year, of not les$20a000,000.

The Determination also provides that the Administration shall provide Moody’s with written notice:
(@) if, as of July 1 of any year, the Available Balance in the General Bond Reserve Fund falls below
$20,000,000, such notice to be given no later than July 31 for unaudited amounts, and no later than September
30, for audited amounts; and (ii) of any event pursuant to which the Administration places or causes to be
placed any lien or restriction upon all of any part of the funds held in the General Bond Reserve Fund (other
than liens established in connection with the payment of principal of or interest on any of the Administration’s
bonds from the General Bond Reserve Fund).

Soecial Restrictions. As of December 31, 1999, the Administration has restricted the following
amounts in the General Bond Reserve Fund for the following purposes:

1) approximately $626,000 in order to provide a reserve fund for mortgage insurance for single
family program mortgage loans,

(2) $524,987 as required for participation in the HUD Risk-Sharing Program, which was

increased to $610,237 inmnection with the closing of a risk-shared loan in Febr20g0,
and
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3 $2,500,000 as additional security for the Administration’s Multi-Family Housing Revenue
Bonds (Insured Mortgage L oans).

Theamount restricted pursuant to clause (3) is required to betransferred to, and subjected to thelien
of, the bond resolution for the Administration’s Multi-Family Housing Revenue Bonds (Insured Mortgage
Loans) upon the occurrence of either of the following events: (i) the amount of loans insured by the MHF
payablefromits Multi-Family Reserve exceeds ten times an amount equal to the Multi-Family Reserveminus
$1,000,000; or (ii) the ratio of assets to liabilities fall below 101% under the bond resolution for the
Administration’s Housing Revenue Bonds, the bond resolution for the Administration’s Multi-Family Housing
Revenue Bonds (Insured Mortgage Loans), or the general bond certificate for the Administration’s Single
Family Program Bonds. Therequirement of clause (3) may bereduced or deleted if such reduction or deletion
will not adversdly affect the ratings then in effect on the bonds or Bonds, as applicable.

Unless a default has occurred with respect to payment of any principal (or, if applicable, any
redemption premium) of theBondsor other bondsissued by the Administration, the Administration may,
subject to any limitations set forth in the preceding paragraph, withdraw amountsin the General Bond
Reserve Fund or may pledge amountsin the General Bond Reserve Fund to specific obligations at any
time for any purposes under the Act. Upon the occurrence of an event of default with respect to any
bonds secured by the General Bond Reserve Fund, thetrustee for the defaulted bonds may file a claim
against the Gener al Bond Reser ve Fund in an amount equal to theamount in default, and upon filing such
aclaim will have a lien on the General Bond Reserve Fund in the amount of such claim. In the event of
multiple defaults, claims against the General Bond Reserve Fund are given priority based upon time of
receipt by the General Bond Reserve Fund trustee. There can be no assurance that moneys will be
available in the General Bond Reserve Fund for the payment of principal of or interest on the Bonds.
The Trustee is also the trustee for the General Bond Reserve Fund.

The Administration reservestheright to excludethe General Bond Reserve Fund asa potential
sour ce of security for Additional Bonds issued under the Bond Resolution.

Additional Bonds

TheAdministration, fromtimetotime, may issueadditional Bondswhich areon aparity withand shall
be entitled to the same benefits and security under the Bond Resolution as all other Bonds previously issued
under theBond Resolution, including the 2000 Series Bonds and except Subordinate Bonds (described below).
A seriesof additional Bonds shall beauthorized and issued under and secured by the Bond Resol ution pursuant
to the authorization contained in a resolution of the Administration relating to such series of additional Bonds
(a"Series Resolution™). A series of additional Bonds may beissued to finance or refinance Program Assets,
including, but not limited to, Mortgage L oans, to refund Bonds or other obligations (including bonds issued
by the Administration under resolutions other than the Bond Resolution), to fund reserves, to pay Costs of
Issuance or to achieve any other of the Administration’s purposes. Each Series Resolution authorizing the
issuance of such series of additional Bonds shall set forth the details of such additional Bonds as well as any
determinations by the Administration relating to Program Assets to be financed with the proceeds of such
additional Bonds. See Appendix D — "SUMMARIF CERTAIN PROVISIONSOF THE BOND
RESOLUTION- Issuance of the Bonds" herein.

Before a series of additional Bonds shall be authenticated and delivered by the Trustee, the

Administration shall cause to be on file with the Trustee, among certain items specified in the Bond Resolution,
(i) an opinion of bond counsel concerning the security for such Bonds and the due adoption and valid and
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binding nature of the Bond Resol ution and the Series Resolution, and (ii) a Cash Flow Statement, accompanied

by a Certificate of the Administration to the effect that the Administration has been advised by each rating
agency then maintaining a rating on the Bonds that the existing rating of Bonds then outstanding (other than
Subordinate Bonds and any Series of Bonds which has a rating based on a credit facility) will not be reduced

as a result of the issuance of the series of additional Bonds (published rating criteria by such rating agency
constituting evidence of such advice). See "SECURITY FOR THE BONDS — Cash Flow Statements and
Certificates" herein.

The Administration, from time to time, may issue additional Bonds to be secured by the Bond
Resolution and a Series Resolution relating to such series of additional Bonds, on a subordinated basis
("Subordinated Bonds"), subject to the conditions provided in the Bond Resolution and the related Series
Resolution. A series of Subordinated Bonds may be payable from Revenues derived from the Bond Resolution,
but only after payment of all other amounts payable from Revenues with respect to Bonds which are not
Subordinated Bonds having a higher priority to payment from such Revenues. See Appendix D —
"SUMMARY OF CERTAIN PROVISIONS OF THE BOND RESOLUTION — Authorization of Subordinate
Bonds; Conditions Precedent to Delivery" herein.

TAX EXEMPTION AND RELATED CONSIDERATIONS
Federal Law

The proceeds from the 2000 Seriemés will be used to finance Loans on Single Family Residences.
The federal tax laws provide that interest on bonds issued for this purpose will be excluded from gross income
for federal income tax purposes provided the bonds meet requirements set forth in various sections of the
Internal Revenue Code of 1986, as amended (the "1986 Code"), principally Section 143 concerning qualified
mortgage bonds. References herein to Sedt## and other provisions of the 1986 Code incorporate
counterpart provisions of the Internal Revenue Code of 1954, as amended (the "1954 Code"), principally
Section 103A of thed954 Code, to the extent applicable to 2000 Series 8nds. Under Sectioi43, a
gualified mortgage bond is a bond which is issued as part of an issue the proceeds of which are used to finance
owner-occupied residences meeting certain requirements relating to loan eligibility, Targeted Areas, arbitrage
and other matters.

The loan eligibility requirements of Secti@d3 applicable to the 2000 SeriesnBs are that (1) the
residence on which the Mortgage Loan is made is a single family residence which is located in the State and
can reasonably be expected to become the principal residence of the Borrower within a reasonable time after
the Mortgage Loan is made; (2) except in certain limited circumstances, no part of the proceeds is to be used
to acquire or replace any existing mortgage; (3) the acquisition cost (excluding usual and reasonable settlement
or financing costs) of a property may not exceed a set percentage of the average area purchase price for
residences in the area where the residence is located, which percentage depends on certain factors enumerated
in Section 143; (4) with certain exceptions, the Borrower shall not have had a present ownership interest in his
principal residence during the preceding three years; (5) with certain exceptions, the family income of the
Borrower shall not exceed 115%, for féies of three or more individuals, @00%, for faniies of less than
three individuals, of median gross income for the area in which the residence is located or the State, whichever
is greater; and (6) the loan shall not be assumable unless the requirements of (1), (3), (4) and (5) above are met
at the time of the assumption. An issue is treated as meeting the loan eligibility requirements of Section 143
if (1) the issuer in good faith attempted to meet all of the requirements before the loans were executed; (2) 95%
or more of the proceeds of the issue used to finance loans was devoted to residences which met all such
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requirements at the time the loans were executed; and (3) any failure to comply with the loan digibility
requirements is corrected within a reasonable period after such failureis first discovered.

The 1986 Code imposes additional requirements to maintain the exclusion from gross income for
federal income tax purposes of interest on the 2000 Series Bonds. These requirements impose limits on the
yield that the Administration may realize from Mortgage L oans, require arbitrage from investment income to
berebated to the Internal Revenue Service, limit the period during which Mortgage L oans may be originated,
limit the size of reserve funds and the amount of proceeds that may be spent on costs of issuance, and require
prepayments of the Mortgage Loans to be used for bond redemptions in certain circumstances. The
Administration intends to makeor purchasethe M ortgage L oans financed with the proceeds of the 2000 Series
Bonds and any other Series of Bonds which may be designated by the Administration at interest rates that
comply with such requirements. Pursuant to the Series Resolutions, the Administration will covenant, in
substance, to take, or refrain from taking, action, as necessary to comply with such requirements, unlessinthe
opinion of Bond Counsd, it is not necessary to comply with such requirementsin order to assuretheexclusion
from gross income for federal income tax purposes of interest on the 2000 Series Bonds.

Theterms and conditions of the Program documents have been designed to meet the requirements of
the 1986 Code. The Administrationwill covenant in the Series Resolutions to meet these requirements and to
takeall steps necessary to comply with theserequirements, including, but not limited to, initiating and pursuing
foreclosure proceedings with respect to indigible Mortgage Loans if repurchase obligations are ether
unavailable or proveto be unenforceable for any reason, so long as any 2000 Series Bonds issued to finance
such Mortgage Loans are outstanding. See Appendix B — "THE PROGRAM - Eligible Mortgage Loans".
Noncompliance with the requirements in the Program documents and the Series Resolutions would cause
interest on the 2000 Seriesiils to become includable in the gross income of the holders thereof retroactively
to the date of issue and adversely affect the price of the 2000 Semigs iB the secondary market.

Assuming continuous compliance with certain covenants in the Bond Resolutions intended to assure
compliance with the applicable provisions of the 1986 Code and with the procedures established by the
Administration, in the opinion of Ballard Spahr Andrews & Ingersoll, LLP, Philadelphia, Pennsylvania, Bond
Counsel, under existing laws, regulations, rulings and judicial decisions, interest on the 200008dsiés B
excludable from gross income of the holders thereof for federal income tax purposes, except as hereinafter
described.

The following provisions of law may affect the exclusion from gross income for federal income tax
purposes of interest on the 2000 Seriead3 or other federal income tax consequences of ownership of the
2000 Series 8nds with regard to certain taxpayers:

@) Property and casualty insurance companies are required to reduce the amount of their
deductible underwriting losses by 15% of the amount of tax-exempt interest received or accrued during the
taxable year on certain obligations, including the 2000 Sedad®3 acquired after August 7986. If the
amount of its reduction exceeds the amount otherwise deductible as losses incurred, such excess may be
included in income.

(b) Section 265 of the 1986 Code provides generally that taxpayers may not deduct interest
expense on debt incurred or continued to purchase or carry tax-exempt obligations, including the 2000 Series
Bonds. Sectio65 further provides that banks and other financial institutions may not deduct the portion of
their interest expense allocable to certain tax-exempt obligations, including the 2000 GwiliesaBquired
after August 7, 1986.
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(© Interest on the 2000 Series A Bonds is not a "tax preference item” directly subject to the
aternative minimum tax imposed on individuals and corporations under the 1986 Code.

(d) Although interest on the 2000 Series A Bonds is not a "tax preference item" directly subject
to the alternative minimum tax, interest on the 2000 Series A Bonds is included in the "adjusted current
earnings’ (i.e., alternative minimum taxable income as adjusted for certain items including those items that
would be included in the calculation of a corporation’s earnings and profits under Subchapter C of the 1986
Code) of certain corporations (other than S corporations, regulated investment companies, real estate
investment trusts or real estate mortgageinvestment conduits) for taxableyears beginning after 1989, and such
corporationsarerequired toincludeinthecal culation of alternativeminimumtaxableincome75% of theexcess
of such corporation's adjusted current earnings over its alternative minimum taxable income (determined
without regard to this adjustment and before reduction for certain net operating losses).

(e Interest onthe2000 Series B Bondsisa"tax preferenceitem” directly subject tothealternative
minimum tax imposed on individuals and corporations under the 1986 Code.

)] Certain recipients of social security and railroad retirement benefits arerequired to include a
portion of such benefits within gross income by reason of receipt of interest on tax-exempt obligations,
including the 2000 Series Bonds.

(9 For foreign corporations operating branches in the United States, Section 884 of the 1986
Code imposes a branch-levd tax on certain earnings and profits. Interest on tax-exempt obligations, such as
the 2000 Series Bonds, may be included in the determination of such domestic branch taxable base on which
this tax is imposed.

(h) If during a taxable year an S corporation has subchapter C earnings and profits at the close
of itstaxableyear and morethan 25% of the gross receipts of the S corporation are passiveinvestment income,
which includes interest on tax-exempt obligations such as the 2000 Series Bonds, the interest on the 2000
Series Bonds may be subject to federal income taxation under Section 1375 of the 1986 Code. Holders of the
2000 Series Bondswhich are S corporations should consult their tax advisors asto whether theinterest onthe
2000 Series Bondswill beincluded in their income which is subject to the tax imposed under Section 1375 of
the 1986 Code.

The above summary of possibleindirect tax consequences may not be exhaustive. All purchasers
of the 2000 Series Bonds should consult their tax advisors regarding the possible federal income tax
consequences of owner ship of the 2000 Series Bonds.

The opinions referred to herein as to the treatment of interest on the 2000 Series Bonds for federal
income tax purposes are based upon laws, regulations, rulings and decisions in effect as of the date hereof.
There can be no assurance that legislation will not be introduced or enacted after the issuance and delivery of
the 2000 Series Bonds so as to affect adversdly the exclusion from gross income for federal income tax
purposes applicableto the 2000 SeriesBonds. Under such circumstances, the Administration has no obligation
toredeemor to increasetherate of interest paid on the 2000 Series Bonds. Each purchaser of the 2000 Series
Bonds should consult his or her own tax advisor regarding any pending or proposed federal tax legislation.
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State and L ocal Tax Exemption

Intheopinion of Bond Counsd, the 2000 Series Bonds, their transfer, theinterest payablethereon and
any income derived therefrom, including any prafit realized from their sale or exchange, are exempt from
taxation of every kind and nature whatsoever by the State, or by its political subdivisions, municipal
corporations or public units of any kind under existing law, except that no opinion is expressed as to such
exemptionfrom Maryland franchisetaxes or estateor inheritancetaxes. Interest onthe2000 Series Bonds may
be subject to stateor local incometaxes in jurisdictions other than the State under applicable state or local tax
laws. All purchasers of the 2000 Series Bonds should consult their tax advisorsregarding thetax status of the
2000 Series Bonds in a particular state or local jurisdiction other than the State.

FINANCIAL STATEMENTS FOR THE PROGRAM

The financial statements for the years ended June 30, 1999 and June 30, 1998 of the Residential
Revenue Bond Program Fund of the Administration included in Appendix H to this Official Statement have
been audited by Arthur Andersen LL P, independent public accountants, asindicatedintheir report with respect
thereto. Asindicated inthereport of the auditors, such financial statements have been prepared in accordance
with generally accepted accounting principles and audited in accordance with generally accepted auditing
standards. Unaudited financial statements of the Residential Revenue Bond Program Fund of the
Administration for the period ended December 31, 1999 are also included in Appendix H to this Officia
Statement. Under theterms of the Bond Resolution, the Administration may withdraw moneys and assetsfrom
the Bond Resolution at any time subject to certain limitations. See "SECURITY FOR THE BONDS - Cash
Flow Statements and Certificates".

LITIGATION

There is no pending litigation of any nature restraining or enjoining or seeking to restrain or enjoin the
issuance, sale or delivery of the 2000 Seriesd8 or in any way contesting or affecting the validity of the
2000 Series 8nds, the Bond Resolutions or other proceedings of the Secretary taken with respect to the
authorization, issuance or sale of the 2000 Sewesl® the Bonds, the Program, the pledge or application of
any moneys under the Bond Resolutions, or the existence or powers of the Administration.

LEGAL MATTERS

The authorization, issuance and delivery of the 2000 SesimtsRre subject to receipt of the opinions
of Ballard Spahr Andrews & Ingersoll, LLP, Philadelphia, Pennsylvania, 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 and Counsel to the Department. Certain legal
matters will be passed upon for the Underwriters by their counsel, Kutak Rock LLP, Atlanta, Georgia.
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LEGALITY FOR INVESTMENT

Under the Act, the 2000 Series Bonds are securitiesin which all public officers and public units of the
State and its palitical subdivisions and all State banks, trust companies, savings and loan associations,
investment companies, and others carrying on a banking business, all insurance companies, insurance
associations, and others carrying on an insurance business, all State personal representatives, guardians,
trustees, and other fiduciaries and all other persons, may legally and properly invest funds, including capital
in their control or belonging to them. The 2000 Series Bonds are securities which may properly and legally
be deposited with and received by any Stateor municipal officer or any unit or political subdivision of the State
for any purpose for which the deposit of bonds or other obligations of the State is authorized by law.

UNDERWRITING

The 2000 Series A Bonds and the 2000 Series B Bonds (except for the $5,000,000 2000 Series B
Bonds due September 1, 2031, which are being purchased directly by Fannie Mae (the "Placed 2000 Series
B Bonds")) are being purchased by Bear, Stearns & Co. Inc., Ferris, Baker Watts, Incorporated, Legg Mason
Wood Walker, Incorporated, PaineWebber Incorporated, The Chapman Company, Lehman Brothers, Loop
Capital Markets, L.L.C., Merrill Lynch & Co. and Salomon Smith Barney (collectively, the"Underwriters")
on anegotiated basis. The Underwriters havejointly and severally agreed to purchase all but not lessthan all
of the 2000 Series Bonds (other than the Placed 2000 Series B Bonds) from the Administration at a price equal
tothe principal amount thereof, plus accruedinterest. TheUnderwriterswill receive compensationintheform
of an underwriting fee aggregating $651,310 with respect to such 2000 Series Bonds. The obligation of the
Underwriters to purchase the 2000 Series Bonds being reoffered and of Fannie Mae to purchase the Placed
2000 Series B Bonds will be subject to certain terms and conditions, including the approval of certain legal
matters by counse and certain other conditions. Theinitial public offering price of the 2000 Series Bonds
being reoffered may be changed, fromtimeto time, by the Underwriters. The Underwriters may offer and sell
the 2000 Series Bonds being reoffered to certain dealers (including dealers depositing 2000 Series Bonds into
investment trusts) and certain dealer banks and banks acting as agents at prices lower than the public offering
prices stated ontheinside cover pagehereof. TheUnderwriters obligation to purchasethe 2000 Series Bonds
being reoffered is expressly conditioned upon the simultaneous purchase of the Placed 2000 Series B Bonds
by Fannie Mae; provided, however, that if for any reason the Placed 2000 Series B Bonds are not purchased
by Fannie Mag, then the Placed 2000 Series B Bonds may be purchased by the Underwriters on the terms
and conditions described in this section with respect to the 2000 Series B Bonds being reoffered by the
Underwriters.

RATINGS

Fitch IBCA, Inc. ("Fitch IBCA") has assigned to the 2000 Series Bonds the rating of "AA", and
Moody’sInvestors Service ("Moody’s") hasassigned to the 2000 Series Bondstherating of "Aa2". Eachrating
reflects only the view of Fitch IBCA and Moody's, respectively, and an explanation that such rating may be
obtained from the issuing rating agency. Thereis no assurance that such ratings will be maintained for any
given period of time or that they will not be lowered or withdrawn entirdly by theissuing rating agency, if, in
itsjudgment, circumstancessowarrant. A downward changein or withdrawal of arating may havean adverse
effect on the market price of the 2000 Series Bonds. The Administration has no obligation or duty to provide
Owners of the 2000 Series Bonds with notice of any changein or withdrawal of arating.

29



SECONDARY MARKET DISCLOSURE

The Administration has agreed, in accordance with the provisions of Rule 15¢2-12 (the "Rul€e"),
adopted by the Securities and Exchange Commission (the "Commission™) under the Securities and Exchange
Act of 1934, to provideto each nationally recognized municipal securitiesinformationrepository ("NRMSIR™)
and to the appropriate state information depository ("SID"), if any, for the State of Maryland, in each case as
designated by the Commission in accordancewith the Rule, within 120 days of the end of each fiscal year, the
following annual financial information and operating data (commencing with the fiscal year ended June 30,
2000):

(1) acopy of the annual financial statements of the Residential Revenue Bond Program
financed with the Bonds prepared in accordance with generally accepted accounting
principles and audited by a certified public accountant; and

2 information regarding the status of the portfolio of Program Assets expected to be
financed, and which are financed, with the proceeds of Bonds and the status of all
Funds and Accounts held as security for the Bonds, which information shall bein a
form generally provided by the Administration with respect to its existing single
family program including:

€)) information concerning the existing Program Assets portfolio securing
the Bonds;

(b) information concerningthestatus of availablefundsto finance Program
Asses;

(© information concerning any additional collateral or credit enhancements

securing Program Assets or the Bonds;

(d) information concerning delinquencies and foreclosures of Program
Assets; and

) information concerning Program Asset prepayments and Bond
redemptions.

The Administration hasreserved theright to modify from timeto timethe specific types of information
provided and the format of the presentation of such information, to the extent necessary or appropriate in the
judgment of the Administration; provided that the Administration has agreed that any such modification will
be done in a manner consistent with the Rule. The Administration may, at its option, satisfy this obligation
by providing an official statement for oneor more Series of Bonds or by specific reference, in accordancewith
the Rule, to one or more official statements provided previously.

The Administration has agreed to provide, inatimely manner, to (i) eachNRM SIR or to theMunicipal

Securities Rulemaking Board ("MSRB") and (ii) the SID, if any, notice of the occurrence of any of the
following events with respect to the 2000 Series Bonds, if material:

30



i principal and interest payment delinquencies,
ii. non-payment related defaults,

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

iv. unscheduled draws on credit enhancements, if any, reflecting financial difficulties,

V. substitution of credit or liquidity providers, if any, or their failureto perform,

Vi. adverse tax opinions or events affecting the tax-exempt status of the 2000
Series Bonds,

Vii. modifications to rights of Bondholders,

viii.  bond calls,

iX. defeasances,

X. release, substitution, or sale of property securing repayment of the 2000

Series Bonds, or
Xi. rating changes.

In atimely manner, the Administration will give to each NRMSIR or to the MSRB, and to the SID,
if any, notice of any failure by the Administration to provide any information described in the first two
paragraphs under this heading on or before the dates specified therein.

The Administration has reserved the right to terminateits obligation to provide financial information
and notices of material events, as described above, if and when the Administration no longer remains an
obligated person with respect to the 2000 Series Bonds within the meaning of the Rule.

The Administration has agreed that its undertaking pursuant to the Rule described herein isintended
to befor the benefit of the holders of the 2000 Series Bonds, and will be enforceable by any holder of 2000
Series Bonds or any beneficial owner of the 2000 Series Bonds. Such holders’ and beneficial owners' right to
enforce the provisions of this undertaking are limited to a right to abtain specific performance of the
Administration’s obligations with respect thereto. Any failure by the Administration to comply with the
provisions of its undertaking will not be an event of default with respect to the Bonds, under the Bond
Resolution or under any Series Resolution.

The provisions of the undertaking with respect to the Rule described above may be amended, without

the consent of the holders of the 2000 Series Bonds or any beneficial owners of the 2000 Series Bonds, to the
extent required or permitted by any amendment to the Rule becoming effective after the date hereof.
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MISCELLANEOUS
Summaries and Descriptionsin Official Statement

The summaries and explanation of, or references to, the Act, the program documents, the Bond
Resolutions and the 2000 Series Bonds included in this Official Statement do not purport to be comprehensive
or definitive; such summaries, references and descriptions are qualified in their entirety by reference to each
such document, copies of which areon file at the offices of the Administration. The descriptions of the FHA
insurance program, the VA mortgage guaranty program and the USDA/RD mortgage guarantee program do
not purport to be comprehensive or definitive and are qualified in their entirety by reference to the applicable
statutes and regulations.

Financial Advisor

Caine Mitter & Associates Incorporated, in association with Columbia Equity Financial Corp.
(collectively, the"Financial Advisor"), have served as financial advisors to the Administration in connection
with the sale of the 2000 Series Bonds.

Selection and Compensation of Professionals

The Administration selects its independent auditor through a competitive process in accordance with
State procurement law. Compensation of the auditor is not contingent on the sale of the 2000 Series Bonds.
The Financial Advisor is sdected by the Administration periodically through a process of solicitation of
proposals. TheFinancial Advisor isexpectedto receiveabroker’scommissionin connectionwiththeplacement
of acontract for investment of the proceeds of the 2000 Series Bonds. Compensation of the Financial Advisor
is not contingent on the sale of the 2000 Series Bonds. Bond Counsel was sdected by the Office of the
Attorney General of the State through a process of review of responses to a request for proposals.
Compensation of Bond Counsd is not contingent on the sale of the 2000 SeriesBonds. The Underwriters are
sdected by the Administration periodically through a process of solicitation of proposals. Compensation of
the Underwriters and their counsd is contingent on the sale of the 2000 Series Bonds.

Trustee Year 2000 Disclosure
TheTrustee experienced no significant computer disruptions as a result of the Y ear 2000 date change
and has had no disruptions sincethen. The Trustee bdievesthat it has taken the necessary remedial action so

that its computer systems will continue to operate without disruption. The Trustee does, however, recognize
that some computers may still experience post-Y ear 2000 disruptions.

* k% * * %
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This Official Statement is not to be construed as a contract or agreement between the Administration
and the owners of any of the 2000 Series 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 Devel opment.

COMMUNITY DEVELOPMENT ADMINISTRATION
MARYLAND DEPARTMENT OF HOUSING AND
COMMUNITY DEVELOPMENT

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

March 24, 2000
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APPENDIX A

THE DEPARTMENT AND ADMINISTRATION

General Information

The Administration was created in 1970 as a division of the Department of Economic and
Community Development to meet the shortage of adequate, safe and sanitary housing in the State,
particularly for personsor families of limited incomes. Chapter 311 of the Actsof Maryland 1987, effective
July 1, 1987, abolished the Department of Economic and Community Devel opment, 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. A chart showing the
organization of the Department, its divisions, and the Administration and the Maryland Housing Fund
appears on page A-6 hereof.

The Division of Development Financeis the lending and bond issuing division of the Department,
originating loans under the Department’ svarious lending programs and providing underwriting servicesfor
loans to the Department and its other divisions and agencies. In addition, the Administration, which isan
agency within the Division, performsinitial compliancereview and approval of Mortgage L oans submitted
by Mortgage Lenders.

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
established 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, three members of the
Department and one member of the Executive Branch not employed by the Department. When urgent action
isrequired, 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 Maryland Housing Fund is an agency of the Department assigned to the
Division of Credit Assurance.

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

TheDepartment hasaRevenueBond Advisory Board (the"Board") that providesindependent advice
and expertise to the Department with respect to issuance of revenuebonds, including theBonds. The Board
consists of seven members appointed by the Governor, including the Deputy Secretary (who chairs the
Board), oneother representativeof the Department, two representativesof other agenciesof Stategovernment
(onefrom an agency whichissuesrevenuebonds), one representative of the State Treasurer’ SOffice, and two
membersof thepublic. TheBoard reviewsand makesrecommendationsto the Secretary with respect to each
issuanceof bonds. The Secretary hasthefinal authority to approve each issuance after receipt of the Board's
recommendation. When urgent actionisrequired, the Secretary may approve an issuance of bonds without
action by the Board or may vary the terms of the Board’ s recommendation. Inaddition, the Board advises
the Department on proceduresfor issuing bonds and on selection and performance of financial advisors and
underwriters.

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

The officeof the Administration islocated 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.

Principal Executive Officers

Certain principal executive officers of the Department and the Administration are briefly described
below.

Raymond A. Skinner was appointed by the Governor as Secretary of the Department effective
December 17, 1998. From January, 1995, until his appointment as Secretary, Mr. Skinner served as Deputy
Secretary of the Department. From January, 1991, until his appointment as Deputy Secretary, Mr. Skinner
served as the Director of the Department of Housing and Community Development of Prince George's
County, Maryland, and as Executive Secretary to the Board of Commissioners of the Housing Authority of
Prince George' sCounty. Previoudly, he was the Executive Director of the District of Columbia Office of
Business and Economic Development. Inall, Mr. Skinner hascloseto 20 years of experiencein housing and
community development, having held positions with the Department of Housing and Urban Devel opment,
the City of Philadel phia, Pennsylvania, and the City of Baltimore, Maryland. HeholdsaBachel or of Science
Degree from the Pennsylvania State University and a Master of City Planning degree from the University
of Pennsylvania.

Margaret Wolf was appointed by the Secretary, with the approva of the Governor, as Deputy
Secretary of the Department effective December 30, 1998. From 1989 until her appointment as Deputy
Secretary, Ms. Wolf served as City Administrator for the City of Hyattsville, Maryland. Between 1973 and
1984, Ms. Wolf was General Manager of the Applied Institute for Manpower Management and Manager of
Grants and Subcontracts for the Baltimore Metropolitan Manpower Consortium. Ms. Wolf holds a
Bachelor’'s Degree in Business Administration from the University of Maryland.

Frank B. Coakley was appointed by the Acting Secretary with the approval of the Governor effective
February 25, 1995 as Assistant Secretary of the Department responsible for the Administration and as
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Director of the Administration. From 1989 until joining the Administration, Mr. Coakley served as the
ExecutiveVice President of the Baltimore Community Devel opment Financing Corporation. Previously he
served as amanager and Vice President of NationsBank (formerly Maryland National Bank). He has over
20 years experience in commercia banking. Heis agraduate of Morgan State College.

Sephen D. Slver wasappointed on January 15, 1994 by the Secretary asthe Chief Financial Officer
of the Department, the Administration and the Maryland Housing Fund. Prior to his appointment as Chief
Financial Officer, Mr. Silver servedinvariousfinancial capacitieswith the Department including as Director
of the Department’sDivision of Finance and Administration (in which capacity he served until 1997),
Director of Accounting for the Division of Finance and Administration, and as Director of Finance for the
Maryland Housing Fund. Prior to joining the Department, Mr. Silver worked briefly with a public
accounting firm in Baltimore, Maryland. Mr. Silver is a Certified Public Accountant, was granted aB.S.
degreein accounting from Towson University in 1980 and received his M.B.A. degree from the University
of Baltimorein 1991.

Senior Staff of the Administration

Two Deputy Executive Directors report directly to the Assistant Secretary and Director of the
Administration: aDeputy Executive Director for Bond Finance, who is responsible for the bond issuance,
capital formation, and bond portfolio management functions of the Administration, and a Deputy Executive
Director for Community Development, who is responsible for the lending and project financing functions
of the Administration.

Roy A. Westlund was appointed Deputy Executive Director, Bond Finance, effective as of January,
1996. For the previous seven years, he served asthe Administration’s Director of Finance. Mr. Westlund
has been active in the field of housing finance since 1980, including serving as Manager of Financial
Operations for the Wisconsin Housing and Economic Development Authority. Mr. Westlund is a Certified
Public Accountant and holds a B.B.A. degree from the University of Wisconsin, Madison.

Peter Engel was appointed Deputy Executive Director for Community Development and Director
of Housing Development Programs in August, 1996. For the previous five years, Mr. Engel served as an
Assistant Attorney General in the Maryland Office of the Attorney General, where he provided advice in
connection with the Department's multi-family housing programs. Prior to his service with the State, Mr.
Engel was an attorney in private practice. Mr. Engel holds a J.D. degree from the Harvard Law School, and
a B.S. degree from the Johns Hopkins University.

Other senior staff members of the Administration are as follows:

Name Position
Phillip Katzung Director, Rental Service Programs
Fran D. Makle Director, Homeownership Programs
Eileen Hagan Director, Special Loan Programs
Anne P. Konrad Director, Finance
Stephanie B. M. White Director, Operations

As of December 31, 1999, the staff of the Administration consists of approximately 113 positions
with 9 vacancies, including more than 100 professional and technical staff members with responsibilities in
the fields of finance, mortgage loan underwriting, architectural review, construction inspection, housing
management resident services and administration. Of the entire staff, 20 are involved in Homeownership
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Programsin a professional or technical capacity. Certain information relating to the senior staff who have
primary responsibilities for finance and Homeownership Programs is briefly described below.

Anne P. Konrad, Director, Finance has been with the Department since March 1993. She wasthe
Senior Multi-Family Underwriter with the Maryland Housing Fund until her appointment as Director of
Financefor the Administration in July 1996. Prior to joining the Department, she was aL egidative Auditor
for the State of Maryland for three years and worked for Public Accounting firms for eight years. Ms.
Konrad is a Certified Public Accountant.

Fran D. Makle, Director, Homeownership Programs, hasbeenwith the Administration since Augugt,
1979. From December, 1989 until February, 1992, she served as Deputy Director of Special L oan Programs
and, prior to that, was amulti-family underwriter for the Housing Development Programs. Prior to joining
the Administration, she served for four years as Housing Counselor for Charles County, Maryland.

Other Housing Programs of the Department

In addition to the Residential Revenue Program which is financed with the proceeds of Bonds (see
Appendix B - "THE PROGRAM"), and the single family program financed with proceeds of bonds issued
under the 1980 General Certificate, the staff of the Administration also is responsible for a broad range of
other housing programs operated by the Department. Proceeds of Bonds and other funds held under the Bond
Resolution are not used to support the Department's other programs. Revenues generated by such other
programs are not subject to the lien of the Bond Resolution or available to secure the payment of principal
of or interest on the Bonds. However, the executive officers of the Department and the Administration and
certain senior staff members who are responsible for the Program also are responsible for the Department's
other programs; therefore, under certain circumstances these other programs may compete with the Program
for administrative and policy priority.

Homeownership Programs. The Administration's homeownership staff operates single family
homeownership programs that are funded with State appropriations. These programs, which may or may not
be funded at varying levels from year to year, currently provide low interest mortgages to low-income home
buyers.

Rental Housing Programs. The Department has a number of finance programs that support the
production and preservation of affordable rental housing, including the following:

The Administration's multi-family housing revenue bond program provides financing for
development of rental developments required to set aside certain percentages of available units for families
of low or moderate income.

The Rental Housing Fund consists of rental housing finance programs funded with State
appropriations which provide low-interest mortgages, interest rate write-downs and operating subsidies to
increase the supply of new rental housing to upgrade, maintain and rehabilitate existing rental housing for
the elderly and low income families.

The Partnership Rental Housing Program provides funding from State appropriations and general
obligation bonds to local governments to assist in financing the construction and rehabilitation of low income
housing. The local governments provide the land and own and manage the properties. The properties are
intended to remain low income housing in perpetuity and the State moneys are required to be repaid only if
the local governments no longer enforce the low income requirements.
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Soecial Loan Programs. The Special Loan Fund programs, which are funded with State
appropriations, provide rehabilitation loans for general rehabilitation, instalation of indoor plumbing,
abatement of asbestos and radon gas, reduction of |ead paint, and creation of accessory shared and sheltered
housing for low and moderate income households. These programs also provide loans to nonprofit
organizations and individuals to purchase or construct group homes for low-income persons with special
needs.

Housing Subsidy Programs. The Administration administers the rental subsidies provided under
Section 8 of the United States Housing Act of 1937, as amended, in 29 subdivisions of the State. The
housing subsidy staff also administers a Rental Allowance Program, which is funded with State
appropriations. This program is administered through local governments and providesfixed monthly rental
assistance payments for up to twelve months, subject to extension by the Secretary, to lower-income
households that cannot be served by federal or other state programs and are either homeless or have critical
and emergency housing needs.

Infrastructure Financing Programs

Between 1988 and March 10, 1999, the Administration issued 14 series of bonds for the purpose of
financing loans (four of which have beenfully refunded) to variouslocal governmentswithin the State under
the Administration’s Infrastructure Financing Program. The Infrastructure Financing Program was created
to providean additional, accessibleand uncomplicated mechanism to financethe essential physical el ements
that constitute the basis of the public service system operated and maintained by local governments. Of the
ten series of bonds outstanding, all areinsured. Theseinfrastructure loans and the assets and revenues held
under these bond and series resolutions are not subject to the lien of the Bond Resolution and are not
available to pay principa of or interest on the Bonds. On March 9, 2000, the Administration issued its
Infrastructure Financing Bonds 2000 Series A (MBIA Insured) in the amount of $8,065,000.
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APPENDIX B

THE PROGRAM

The Administration adopted the Bond Resolution in 1997 pursuant to the Act primarily to finance
single family housing loans under the Residential Revenue Bond Program, but reserved the right to finance
and also may issue Bonds to finance other kinds of housing and other types of loans permitted to be financed
under the Bond Resolution. Prior to the adoption of the Bond Resolution, the Administration funded its
single family program primarily through the issuance of bonds under the 1980 General Certificate. As of
January 1, 2000, $1,297,909,464 in aggregate principal amount of bonds were outstanding under the 1980
General Certificate. The 2000 Series Bonds are not secured by or payable from the assets and revenues of
the 1980 General Certificate. The Administration expects, but is not required, to issue bonds for its single
family program in the foreseeablefuture primarily under the Bond Resolution instead of the 1980 General
Certificate. The Administration also expects, however, to finance loans under the 1980 Genera Certificate
from time to time in connection with refunding or economic measures. The description of the Residential
Revenue Bond Program contained in this Appendix B does not describe the mortgage portfolio financed
under the 1980 General Certificate, except for adescription of the " Status of Funds under the 1980 General
Certificate" below.

Information providedinthis Appendix B isderived from the Administration’smost recently available
statistics which are compiled from different sources on a weekly, monthly, and quarterly basis and later
revised as necessary.

Existing Portfolio and Available Funds Under the Bond Resolution

Existing Portfolio. As of December 31, 1999, the Mortgage Loan portfolio of the Administration
under the Bond Resolution consisted of 3,370 Mortgage Loans with an aggregate principal amount
outstanding of $281,909,809.

Participationsin Mortgage Loans. The Administration may finance Mortgage L oans by purchasing
participation interestsin such Mortgage L oans, which may include Mortgage L oans financed with different
Series of Bonds or Mortgage Loans financed with proceeds of bonds issued under the 1980 General
Certificate and bonds issued under the Bond Resolution. Where participation interests involve the 1980
General Certificate, paymentsof principal on al such Mortgage L oans, including Prepaymentsor recoveries
from foreclosure of defaulted Mortgage L oans, will be allocated on apro ratabasisin conformancewith the
contributions of proceeds from bonds issued under the 1980 General Certificate and bonds issued under the
Bond Resolution. Each such Mortgage L oan shall bear interest at arate determined from timeto time by the
Administration, with as little as 0% of such interest allocable to participation interests purchased with
proceeds of bonds issued under the 1980 General Certificate and up to 100% of such interest allocable to
participation interests purchased with proceeds of bonds issued under the Bond Resolution. As shown on
the chart below in " Status of Available Funds', portions of proceedsfrom the 1997 Series A Bonds and the
1997 Series B Bonds, the 1998 Series A Bonds and the 1998 Series B Bonds, and the 1998 Series D Bonds
have each been blended with 0% funds from the 1999 First Series Bonds which wereissued under the 1980
Genera Certificate.



In addition, the following table sets forth, as of December 31, 1999, information on the number of
whole loans and participation loans in the Mortgage L oan portfolio under the Bond Resol ution:

Whole L oans and Participation L oans
as of December 31, 1999 (1)

Current Number Origina Outstanding
of Principal Principal Balance
Mortgage L oans Amount (12/31/99)
Whole loans financed entirely under
the Bond Resolution 2,500 $212,495,721 $209,068,842
Participation loans financed under
both the Bond Resolution and the
1980 General Certificate (2) 870 73,434,049 72,840,967
TOTAL 3,370 $285,929,770 $281,909,809
D Individual amounts may not add up to the total amount because of rounding.
2 The amount of participation loans is split between the Bond Resolution and the 1980 General Certificate. The

participation loans are equally counted both in the Residential Revenue Bond Resolution and the 1980 General

Certificate.

B-2



Satus of Available Funds. The chart below sets forth the status of available funds under the Bond

Resolution as of January 19, 2000.

Residential Revenue Bond Program
Status of Available Funds as of January 19, 2000 (1)
(in thousands)

Total
Available
for Amount Reservations
Source Date of Mortgage Loan Mortgage Amount Available for Against
of Funds Issuance Interest Rate Range Loans Originated [ Commitment Available
Funds
1997 SeriesA/B 08/21/97 | 6.40% and550%(3) | $ 76,800 $ 75,763 $ 1,037 $ 103
4.00% $ 21,250 $ 20,429 $ 821 $ 169 (9
Collateral
Reserve Fund (2) 08/21/97 4.00% $ 8,750 $ 5781 $ 2,969 $ 3571 (9
1998 Series A/B 02/12/98 | 6.10% and 5.50% (4) | $ 75,114 $ 71,112 $ 4,002 $ 876
5.00% $ 3,600 $ 468 $ 3132 $ 184
1998 Series D 12/22/98 5.50% (5) $ 58,900 $ 53,237 $ 5,663 $ 3,562
4.00% (6) $ 2,700 $ 982 $ 1,718 $ 808
1999 Series C/D 05/26/99 6.00 - 6.50% $ 58,800 $ 51,029 $ 7,771 $ 7,408
1999 Series E/F 08/31/99 6.50 - 7.00% $ 78431 $ 20,689 $ 57,742 $ 62,872 (8)
1999 SeriesH 12/15/99 7.00% (7) $ 58,805 $ -0- $ 58,805 $ 16,393

D

@)

©)

4

©®)

(6)

(7)
®)

Individual amounts may not add up to the total amount because of rounding.

The Collateral Reserve Fund is afund established under the Bond Resol ution at the time the 1997 Series A Bonds and
the 1997 Series B Bonds were issued.

The mortgage rate paid by the borrower is 5.50%, derived from a blend of approximately $4.5 million of proceeds from
1997 Series B loaned at 6.40% and approximately $736,000 of proceeds from the 1999 First Series Bondsissued under
the 1980 General Certificate and loaned at 0%. Therefore, the yield to 1997 Series B from these loans is 6.40%.
The mortgage rate paid by the borrower is 5.50%, derived from ablend of approximately $19 million of proceeds from
1998 Series B loaned at 6.10% and approximately $2.1 million of proceeds from the 1999 First Series Bonds issued
under the 1980 General Certificate and loaned at 0%. Therefore, theyield to 1998 Series B from these loansis 6.10%.
Themortgage rate paid by the borrower is5.50%, derived from ablend of approximately $58.9 million of proceedsfrom
1998 Series D loaned at 5.96% and approximately $4.9 million of proceeds from the 1999 First Series Bonds issued
under the 1980 General Certificate and loaned at 0%. Therefore, theyield to 1998 Series D from theseloansis 5.96%.
The mortgage rate paid by the borrower is 4.00%, derived from ablend of approximately $2.7 million of proceeds from
1998 Series D loaned at 5.96% and approximately $1.3 million of proceeds from the 1999 First Series Bonds issued
under the 1980 General Certificate and loaned at 0%. Therefore, theyield to 1998 Series D from these loansis 5.96%.
The interest rate may change. The loans are whole loans.

The Administration expects that a certain percentage of applicants receiving reservations will not proceed to funding.
Therefore, the Administration accepts reservations in an amount exceeding the funds available.

In addition to the sources of funds listed in the chart above, the Administration has also issued two

short-term series of bonds -- the 1999 Series G Bonds and the 1999 Series | Bonds in aggregate principal
amounts of $76,585,000 and $30,000,000, respectively. Funds from these Series of Bonds may be made
available to purchase Mortgage L oans upon payment at maturity of the bonds (which is on August 30, 2000
for the 1999 Series G Bonds and on December 14, 2000 for the 1999 Series | Bonds) or upon earlier
redemption of the bonds (which may be as early as March 1, 2000 for the 1999 Series G Bonds and June 1,
2000 for the 1999 Series | Bonds).
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The 1997 Series A Bonds and the 1997 Series B Bonds werethefirst series of bondsissued under the
Bond Resolution. These bonds resulted in $106.8 million of funds available for Mortgage Loans, including
an $8.75 million contribution by the Administration to establish the Collateral Reserve Fund for the Bond
Resolution. Of thisamount, $76.8 million was madeavailableto lendersfor reservations, as showninthechart
above. As aso indicated above, the remaining $30 million ($21.25 million from the proceeds of the 1997
Series A Bonds and the 1997 Series B Bondsand $8.75 million in the Collateral Reserve Fund) were set aside
for Mortgage Loans at 4% under the "Forty at Four Initiative" described below under "Homeownership
Initiatives and Developer Reservations'.

The 1998 Series A Bonds and the 1998 Series B Bonds resulted in $78.7 million of proceeds for
Mortgage Loans. Of this amount, $75.1 million was made available to lenders for reservations, as shown in
the chart above. The remaining $3.6 million were applied as follows: $100,000 are being held for Single
Family Projects, described below in "Homeownership Initiatives and Developer Reservations,” for Mortgage
Loans at an expected interest rate of 5%, and $3.5 million are being held for the Heathcote Road
Homeownership Initiative described below, for Mortgage Loans at an expected interest rate of 5%.

The 1998 Series D Bonds resulted in $61.6 million of proceeds for Mortgage Loans. Of thisamount,
$58.9 million was made available to lenders for reservations as shown in the chart above. In addition, $2.7
millionis being used to fund the HotSpots Homeownership I nitiative described below under "Homeownership
Initiatives and Developer Reservations'.

The 1999 Series C Bonds and the 1999 Series D Bonds resulted in $58.8 million of proceeds for
Mortgage Loans. The proceeds were made available to lenders for reservations as shown in the chart above.

The 1999 Series E Bonds and the 1999 Series F Bonds resulted in $78.4 million of proceeds for
Mortgage Loans. The proceeds have been made available to lenders for reservations as shown in the chart
above.

The 1999 Series H Bonds resulted in $58.8 million of proceeds for Mortgage Loans. The proceeds
have been made available to lenders for reservations as shown in the chart above.

Initially, the series resolutions for the prior series of Bonds limited the L oans to Mortgage L oans on
Single Family Residences, and required all of the Mortgage L oans to beinsured by FHA mortgage insurance.
The series resolutions for the 1998 Series D Bonds and the Series of Bonds issued thereafter also permit a
USDA/RD guarantee, although no Mortgage Loans have been originated with a USDA/RD guarantee.
Furthermore, the seriesresolutionsfor the 1999 Series C Bonds and the 1999 Series D Bonds and Bondsissued
thereafter alsopermit aV A guarantee, although no M ortgage L oans have been originated witha VA guarantee.
However, the Bond Resolution does not require that L oans be secured by Credit Enhancement. Furthermore,
the Bond Resolution permits the Administration to require future Loans which it finances with Bonds to be
insured with Credit Enhancement other than FHA mortgageinsurance, or VA or USDA/RD guarantee. Such
Credit Enhancement may include a variety of forms and may be provided by a variety of Credit Enhancersin
additionto FHA, VA or USDA/RD.

The1997 Series A and Series B Series Resolutions required, in part, that the Loan amount not exceed
(2) the lesser of the purchase price or the appraised value of the property, plus (2) any financed up-front
mortgage insurance premium. FHA, however, permits the fully insured Loan amount to include not only the
up-front mortgage insurance premium, but, under certain circumstances, certain closing costs and other costs
aswedl. Furthermore, through the FHA Section 203(k) Program, FHA will insure certain loansfor up to 110



percent of the expected after-rehabilitation value of the property, plus permitted closing costs. Because the
limitations in the Series Resolutions exceeded the limitations for FHA-insured loans, the Series Resolutions
were amended by Supplemental Resolutions dated as of December 1, 1997 to provide that a Mortgage Loan
may not exceed the maximum amount that FHA will insure for that Loan.

Use of Funds from the Sale of the 2000 Series Bonds. After theissuance of the 2000 Series Bonds,
the Administration expects to make approximately $78,431,300 available to finance Mortgage Loans.
Amounts on deposit in the 2000 Series Bond Program Accounts of the Program Funds for such Mortgage
L oans are expected to beavailable at fixed annual ratesthat average approximately 6.3895% with origination
fees. Origination feesfor the Mortgage L oans shall be 2% (or as otherwise permitted by the Administration).
Each Mortgage Loan is expected to have an original term of 30 years, with equal monthly payments of
principal and interest. Pending application to the purposes of each fund or account, moneys held in various
funds and accounts under the Bond Resolution will be invested in Investment Obligations.

Each of the Mortgage L oans which are purchased with proceeds of the 2000 Series Bonds on deposit
inthe Program Fund are expected to be purchased primarily from Mortgage L enders to finance the acquisition
of existing, newly constructed or substantially rehabilitated Single Family Residences located throughout the
State, including Targeted Areas. For reasons discussed in "’Smart Growth’ Requirements” below, almost all
of the Mortgage L oans purchased by the Administration during 1999 were loans financing the acquisition of
existing homes. Going forward, the Administration will focus on purchasing loans financing the acquisition
of homes located only in priority funding areas, whether new or existing homes.

The Administration expects to use a substantial portion of the total amount available for M ortgage
L oans from the proceeds of the 2000 Series Bonds to purchase Mortgage L oans financing the acquisition of
Single Family Residences located in the Counties of Allegany, Anne Arundd, Baltimore, Calvert, Caroline,
Carrall, Cecil, Charles, Dorchester, Frederick, Harford, Howard, Kent, Queen Anne's, St. Mary’s, Somerset,
Talbot, Washington, Wicomico, Worcester and the City of Baltimore (the "Participating Counties"), from
Mortgage Lenders on behalf of such Participating Counties which are expected to request that the
Administration issue some or all of their allocable portion of the total amount of qualified mortgage bonds
pursuant to federal and State law. The allocation of each Participating County is held available for the
Participating County for at least 60 days from the date of issuance of the 2000 Series Bonds. The
Administration may extend such 60-day period for a reasonable period, upon the request of a Participating
County or at the discretion of the Administration, if such extensionwill not impair the Administration’s ability
to repay the 2000 Series Bonds. If the Participating County does not use some or al of its allocation within
the required period, the Administration may reallocate the funds to another Participating County or use the
funds to purchase Mortgage L oans that finance the acquisition of Single Family Residences located in other
jurisdictions of the State.

A portion of thefunds relating to the Bonds may be made available (1) for Mortgage L oans pursuant
to special initiatives or to commitments for eigible community development projects of Single Family
Residences or (2) for Mortgage Loans made by the Administration. See "Homeownership Initiatives and
Deveoper Reservations' and "Mortgage L oans Made by the Administration” below.

Oncefunds currently availablefor Mortgage Loans arefully reserved, the Administration may accept
applications for reservations for Mortgage L oans financed with the proceeds of 2000 Series Bonds, subject to
the sale of the bonds, the availability of funds from theissuance of those bonds, and the availability of funds
at the estimated interest rate. After the sale date of the 2000 Series Bonds, the Administration will accept
reservations for Mortgage L oans financed with the proceeds of the 2000 Series Bonds. Borrowers on the



application list will be given priority in the order the applications were received for (1) loan reservations and
(2) theestimated interest rateto the extent that rateisavailable. Ingeneral, reservations are accepted on afirst
come, first served basis, subject to the programmatic requirements described in this Appendix.

Eligible Mortgage L oans for 2000 Series Bonds

General Provisions. Each Mortgage Loan must comply with the Act and with the following
conditions: (1) adeed of trust must be executed and recorded in accordance with the requirements of existing
laws; (2) the deed of trust must be the subject of a title insurance policy in an amount at least equal to the
outstanding principal amount of the Mortgage Loan, insuring that the deed of trust congtitutes a first lien,
subject only to permitted liens and encumbrances; (3) the Mortgage Loan must be subject to FHA mortgage
insurance or aVA or USDA/RD guarantee; (4) the Mortgage Loan must require either (a) escrow payments
on the part of the Borrower with respect to all taxes, assessments, water rates, ground rents, sewer rates,
common area expense, insurance premiums (including mortgage insurance premiums) and other charges and
prior items or (b) reasonable alternative arrangements for the payment of such amountswhich are satisfactory
to the Administration and acceptable to the Trustee; (5) the monthly payments of principal of and interest on
the Mortgage L oan must be established at the time of origination; and (6) the property securing the Mortgage
Loan must beinsured, with a uniform standard extended coverage endorsement, as and to the extent required
by the Administration to protect itsinterest against loss or damage by fire, and other hazards, and by flooding
if the Single Family Residenceislocated in an area designated as having specific flood hazards. See Appendix
G -"FHA MORTGAGE INSURANCE PROGRAM, VA HOME LOAN GUARANTY PROGRAM AND
USDA/RD MORTGAGE GUARANTEE PROGRAM".

Purchase Price Limitations. The federal tax law and the Act place limits on the maximum purchase
price of a residence financed with a Mortgage Loan. The maximum purchase price permitted under the federal
tax law may vary from county to county, and currently ranges from $92,763 for existing homes in Allegany
County (all of which is a targeted area at this time) to $222,817 for new homes in certain Targeted Areas of
the Washington, D.C. primary metropolitan statistical area. In addition, FHA maximum mortgage amounts
vary from county to county and currently range from $121,296 for Allegany, Caroline, Dorchester, Garrett,
Somerset, Wicomico and Worcester Counties, to $212,800 for the Washington, D.C. primary metropolitan
statistical area, which includes Calvert, Charles, Frederick, Montgomery and Prince George’s Counties. In
certain counties, the insurer or guarantor's maximum mortgage amounts may be less or more than the
maximum purchase prices permitted under federal tax law. The maximum purchase price of a residence
financed by the Administration may not exceed the lesser of either the insurer or guarantor’s mortgage limit
or the maximum purchase price established by federal tax law. Lower purchase price limits may apply to
certain Mortgage Loans made available at interest rates that are lower than those generally available. In
addition, maximum purchase price limits may be set lower for Mortgage Loans to be financed in particular
community development projects of Single Family Residences.

Mortgage Loan Amounts. The maximum amount of a Mortgage Loan may not exceed the FHA
maximum insured mortgage loan amount, or the maximum loan amount guaranteed by VA or USDA/RD as
applicable. Under certain circumstances, the mortgage insurer or guarantor may allow financing above the
amount of the purchase price of the mortgaged property in order to permit the financing of an up-front
mortgage insurance premium, funding fee, guarantee fee, permitted closing costs, and other permitted costs
such as rehabilitation and related costs permitted by FHA under the FHA 288k Rehaltitation Insured
Mortgage Program. The Administration may finance such costs as part of the Mortgage Loan. Therefore, a
substantial proportion of the Mortgage Loans are expected to have loan-to-value ratios which equal or exceed

B-6



100%. The USDA/RD guarantee permits financing of closing costs and guarantee fee above the purchase
price, aslong as the total 1oan amount does not exceed the appraised value.

Borrower Income Limitations. The federal tax law and the Act place limits on maximum annual
income of Borrowers digible to receive Mortgage Loans. From time to time the Secretary may determine
income limits other than those that are generally applicable (subject to the limits imposed by Section 143).
Furthermore, for Mortgage L oans that the Administration will purchase from Mortgage L enders on behalf of
Participating Counties, each Participating County may set its own limit on annual household income (subject
tothelimitsimposed by Section 143). Inaddition, theinsurer or guarantor may have maximum income limits
that may differ fromthelimitsimposed by federal law or the Act. The maximum incomelimit permitted under
thefederal tax law, whichisadjusted for household size, may vary from county to county, and currently ranges
from $66,900 for a one- or two-person household in certain non-Targeted Areas of the State to $115,920 for
athree-person or larger household in certain Targeted Areas of the Washington, D.C. primary metropolitan
statistical area. Themaximum annual household incomeof Borrowersdigibleto receive Mortgage L oans may
not exceed thelesser of the maximum incomelimits permitted under federal tax law or by the mortgageinsurer
or guarantor. Lower incomelimits may apply to certain Mortgage L oans made available at interest rates that
arelower than those generally available. In addition, maximum income limits may be set lower for Mortgage
Loans to be financed in particular community development projects of Single Family Residences or through
Homeownership Initiatives.

"Smart Growmth" Requirements. Title5, Subtitle7B (Priority Funding Areas) of the State Financeand
Procurement Article of the Maryland Annotated Code (the "Smart Growth Act"), enacted in 1997, in general
requires the Administration to ensure that newly constructed homes financed by Program loans are located in
certain "priority funding areas." During 1999, Single Family Projects (see "Developer Reservations' below)
that financed newly constructed homes were required to be located in priority funding areas. In addition, the
Administration required that loans purchased from Mortgage L enders finance existing homes only, although
the Administration reserved theright to purchaseloansfor newly constructed homesin priority funding aress.
Going forward, theAdministrationwill focus on purchasingloansand funding Single Family Projectsfinancing
theacquisition of homeslocated only in priority funding areas, whether new or existing homes; exceptions may
be made, however, in certain special circumstances for matters such as protection of public health and other
circumstances to be determined by the Secretary of the Department. The Smart Growth Act requirement does
not apply if the loan is financed through bonds issued under a county’s transfer of its allocation to the
Administration under Title 13, Subtitle 8 of the Financial Institutions Article. See "Existing Portfolio and
Available Funds Under the Bond Resolutioblse of Funds from the Sale of the 2000 Series Bonds'.

Compliance with Federal Tax Law and Program Requirements. Under the 1986 Code, the failure
by a Borrower to occupy a Single Family Residence financed by a Mortgage Loan for a period of 12
consecutive months may result in the inability of such Borrower to deduct interest payments for income tax
purposes with respect to such Mortgage Loan during such period. In addition, under the 1986 Code, Borrowers
may be required to pay a recapture tax as a result of the sale or other disposition of the Single Family
Residence.

In order to comply with Section 103A and Section 143 and to meet other Program requirements, the
Administration will require that each Mortgage Loan meet certain additional requirements, including the
following:

(1) each Borrower must certify that the proceeds of the Mortgage Loan will be used only to acquire
a Single Family Residence located in the State to be owned and occupied by the Borrower, and, except in



certain limited circumstances, will not be used to acquire or replace an existing mortgage or other financing
of aresidence or any improvements thereto;

(2) each Borrower must certify with respect to the residence to be acquired that the Borrower (a) is
presently occupying such residence as the Borrower’s principal residence, or shall occupy such residence as
his principal residence in most cases within no morethan 60 days after the closing of the Mortgage L oan, (b)
intends thereafter to maintain the residence as the Borrower’s sole residence, and (c) will not use all or any
portion of the residence in any trade or business activity, except with the prior written permission of the
Administration;

(3) subject to certain exceptions, each Borrower must (@) provide to the Mortgage Lender or the
Administration such Borrower’s income tax information filed with the Internal Revenue Service during the
preceding three years and (b) certify, and the Administration also examines the income tax information as
evidence, that the Borrower had no present ownership interest in a principal residence of the Borrower at any
time during the three-year period ending on the date the Mortgage L oan is originated, unless the home to be
financed is located in a Targeted Area, as defined below, where such prohibition on prior homeownership is
not dictated; and

(4) eachBorrower and sdller must certify theamount of theacquisition cost of the mortgaged property,
and such acquisition cost may not exceed maximum acquisition costs established by the Administration in
conformity with Section 143, FHA or other applicable maximum loan amounts, and Administration policy.

Targeted Area Set-Aside. As required by the 1986 Code, certain percentages of proceeds of Bonds
may berequiredto bereserved to financeresidenceslocated in Targeted Areasthroughout the Statefor aperiod
of at least one year following the date of ddivery of therelated seriesof Bonds. A "Targeted Area," asdefined
in Section 143(j) of the 1986 Code, is an area which is either (1) a census tract in which 70% or more of the
families have income which is 80% or less of the statewide median family income, or (2) an area of chronic
economic distress designated by the State as meeting State standards for such designation and the designation
of which has been approved by the United States Secretary of the Treasury and the United States Secretary of
Housing and Urban Development.

Soldiers’ and Sailors' Civil Relief Act. It is possible that one or more of the Mortgage L oans could
be affected by the Soldiers’ and Sailors' Civil Rdief Act of 1940, as amended, which applies to persons called
to active duty in thearmed forces. Theact creates a rebuttable presumption that any persons called to active
duty will experience a "material impairment of their ability to pay their debts’. As a result, the outstanding
debts of a person called to active duty will be reduced to bear interest at an annual rate of 6% for the period
of military service. Theact also provides that foreclosure on such debt will not be permitted. A mortgagee,
such as the Administration, may apply to any federal or State court to override the presumption and preclude
its effects on a debt, such as a Mortgage L oan.

Remediesfor Noncompliance. MortgageLoanswill providethat if the Administration discoversthat
any of the Borrower’s covenants in the deed of trust, including the Borrower’s and the sdller’s certifications
concerning igibility for the loan, is untrue or incomplete, the Administration may require that the Mortgage
L oan becomeimmediately due and payable or that the interest rate on the M ortgage L oan be increased to the
conventional interest rate,



Mortgage Loans purchased from Mortgage Lenders are subject to repurchase by such Mortgage
Lenders in the event of certain types of noncompliance. See "Mortgage Loans Purchased from Mortgage
Lenders — Provisions for Repurchase of Mortgage Loans" below.

In an effort to assure continued compliance with Sections 103A and 143, the Administration includes
due on sale clauses in the Deeds of Trust for Mortgage Loans, except to the extent FHA, VA, or USDA/RD
does not permit such provisions. The Administration will require borrowers to seek the permission of the
Administration and the mortgage insurer for any assumption of Mortgage Loans by Borrowers. Under the
federal Depository Institutions Act of 1982, due-on-sale clauses, such as those to be contained in the Deeds
of Trust with respect to the Mortgage Loans, are generally enforceable, with certain exceptions which may
affect the ability of the Administration to enforce such clauses. Although there has been no reported Maryland
court decision on the enforceability by the Program of due-on-sale clauses, an Assistant Attorney General of
the State, in his capacity as counsel to the Department, rendered an opinion in 1981 that due-on-sale clauses
in the context of the Program would be enforceable under Maryland law. However, any such enforcement by
equitable remedies, such as foreclosure, would be subject to the exercise of discretion by the courts.

M ortgage L oans Purchased from Mortgage L enders

The Administration purchases Mortgage Loans from qualified Mortgage Lenders. The Mortgage
Lenders accept applications from potential Borrowers, screen them foiligljgibserve funds with the
Administration, obtain the required mortgage insurance commitment, obtain pre-closing compliance approval
from the Administration, settle the Mortgage Loans with the Borrowers, and submit the Mortgage Loans to
the Administration for purchase.

The Division of Development Finance (the "Division”) performs the initial screening of Mortgage
Loans for eligibility under the criteria set forth above. See "Eligible Mortgage Loans" herein. After a
Mortgage Lender obtains a reservation for a potential Borrower, the Mortgage Lender submits the potential
Mortgage Loan to the Division. The Division reviews the potential Mortgage Loan for eligibility under the
criteria set forth above.

After the initial eligibility screening of the Mortgage Loan, the Mortgage Lender has 60 days for an
existing residence, or 120 days for new construction, to submit the Mortgage Loan to the Administration in
form acceptable for purchase. Upon receipt of a Mortgage Loan, the Administration conducts a post-closing
compliance review of the Mortgage Loan for eligibility under the criteria summarized above. If a Mortgage
Loan is not eligible for reasons which, in the Administration's judgment, can be corrected, it is the practice of
the Administration to afford the Mortgage Lender with an opportunity to cure the deficiency; however, if the
deficiency is not cured, the Administration will refuse to purchase the Mortgage Loan.

The Administration purchases Mortgage Loans at a price equal to the outstanding principal balance
thereof. The Mortgage Lenders pay the Administration a fee equal to 3/4 of 1% of the purchase price. If a
Mortgage Loan must be returned to the Mortgage Lender for corrections, the fee is increased to 1%. Such fees
paid to the Administration are not revenues under the Bond Resolution. Except as permitted otherwise by the
Administration, the Mortgage Lender may collect origination fees ("points") in an amount not exceeding 2%
of the original balance of the Mortgage Loan, including the fee paid to the Administration.

Eligibility of Mortgage Lenders. Each Mortgage Lender must be (1) a "mortgage lender" within the

meaning of the Act, (2) unless otherwise provided by the Administration, an approved seller of mortgage loans
to Freddie Mac or Fannie Mae, and (3) in compliance with all other applicable State and federal laws, rules
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and regulations governing the business of theM ortgage L ender and themaking of loansfor residential housing.
Each Mortgage Lender must enter into a Purchase Agreement with the Administration. The Administration
may permit, upon its written approval, assignment of a Purchase Agreement to another Mortgage L ender that
meets the preceding criteria.

Representations of Mortgage Lenders. Each Purchase Agreement sets forth or will set forth certain
representations and warranties by the M ortgage L ender to the Administration concerning the M ortgage L oans
sold to the Administration, including, among others, that at the time of ddlivery of such Mortgage L oan to the
Administration (1) thereis no default or delinquency under the terms of the M ortgage L oan, and no payments
are more than 20 days past due under the Mortgage Loan; (2) the Mortgage L oan has never been more than
45 daysin arrears; (3) all documents required to befiled to perfect the lien on the mortgaged property against
third parties have beenfiled; (4) the deed of trust for such mortgaged property isthe subject of atitleinsurance
policy by an insurer acceptable to the Administration in an amount at least equal to the original principal
amount of the Mortgage Loan, insuring that the deed of trust constitutes a first lien (except as otherwise
permitted by the Administration for M ortgage L oans which may befinanced under futurebond series), subject
only to permitted liens and encumbrances; (5) the term of the Mortgage L oan does not exceed any limits set
forth in the Purchase Agreement; (6) the M ortgage L oan meetsall applicable Stateand federal laws, codes and
regulations; (7) if the Mortgage L oan was made to finance the purchase of a newly constructed residence, the
builder has warranted all materials, workmanship and mechanicals under a homeowners warranty acceptable
to themortgageinsurer or credit enhancer; (8) the improvements constituting part of the property are covered
by hazard insurance as required by the Administration; and (9) each Mortgage Loan is subject to mortgage
insurance from FHA or a mortgage guarantee from VA or USDA/RD. In addition, under the Act, each
Mortgage L ender must certify with respect to each Mortgage L oan that, in its opinion, the Borrower could not
obtain a mortgage loan to purchase the property in the unassisted private lending market.

Foecial Mortgage Purchase Agreements. The Administration may enter into alternate mortgage
purchase agreements with certain M ortgage L endersthat are not Fannie Mae or Freddie Mac approved sdlers
of mortgage loans and that serve areas where there is insufficient availability of such approved sellers of
mortgage loans. Such alternate mortgage purchase agreements provided by the Administration currently
include a requirement of loan digibility review by the Administration prior to commitment by the Mortgage
Lender.

Provisions for Repurchase of Mortgage Loans. Each Purchase Agreement further provides or will
providethat the M ortgage L ender will repurchaseany Mortgage L oan sold to the Administration, uponwritten
notice by the Administration, if at any time (1) the Administration determines that any representation was
untrue or incomplete when made or a misstatement of a material fact exists in any of the documents delivered
in connection with such Mortgage L oan; (2) thereis a failure to ddiver required Mortgage L oan documents;
(3) any mortgage insurance with respect to such Mortgage Loan lapses because of the negligence of the
Mortgage Lender with respect to the servicing of such Mortgage Loan; (4) the Administration suffers or is
threatened with a material loss by reason of the misfeasance, nonfeasance or malfeasance of the Mortgage
Lender or its agent acting as servicer of such Mortgage Loan; (5) any payment of principal and interest is not
made on the Mortgage Loan or theinitial premium for any mortgage insurance is not paid and, on the basis
of such non-payment, theissuer of mortgageinsurancerefusesto pay aclaim on such Mortgage Loan; and (6)
the Mortgage Lender, without prior written consent of the Administration, waives the enforcement of (or
consents on behalf of the Administration to waive) the particular provisions of the Mortgage L oan requiring
that () theMortgage Loan is due on sale and may not be assumed except to the extent that the Mortgage L oan
so provides; (b) the Borrower shall not borrow additional amounts secured by the lien of the deed of trust
without the consent of the Administration; and (C) an event of default permitting accderation of the
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indebtedness shall occur if the Administration determinesthat any representation or statement of amaterial fact
in any document executed in connection with the Borrower’s application or the origination of such Mortgage
Loan was or is untrue or incomplete.

If a Mortgage Lender refuses to repurchase a Mortgage Loan, then the Administration may seek
enforcement through legal proceedings which are subject to bankruptcy, insolvency and other laws affecting
creditors' rights generally and to the exercise of judicial discretion in accordance with general principles of
equity. Such legal proceedings may result in a delay of therepurchase. The ability of a Mortgage Lender to
repurchase a Mortgage L oan will depend upon the financial condition of the Mortgage Lender at the time of
the required repurchase.

Homeowner ship I nitiatives and Developer Reservations

Homeowner ship Initiatives. Fromtimetotime, the Administration may set asideaportion of proceeds
of the Bonds for special initiatives that promote targeted homeownership objectives. For these special
initiatives, the Administration may adjust interest rates, income limits and other digibility criteria, within the
requirements of the 1986 Code or the 1954 Code, as applicable, and the requirements of the credit enhancer.
Thefollowing initiatives are in progress as of December 31, 1999:

The"Forty at Four" Initiative. In December 1997, the Administration announced a special one-time
"Forty at Four" Initiative, which provides $40 million of Mortgage L oan funds to be made available
at an interest rate of 4%. Thelow interest rate was made possible by combining funds in the amount
of $21,250,000 from the proceeds of the 1997 Series Bonds, an additional $8,750,000 from the
Collateral Reserve Fund under the Bond Resolution, and an additional $10,000,000 whichisfinanced
under the 1980 General Certificatefrom excessrevenues generated asaresult of theissuance of bonds
under the 1980 General Certificate. (The loans financed under the 1980 General Certificate are not
subject to thelien of, and do not secure, the Bond Resolution.) Maryland counties and municipalities
were invited to submit proposals incorporating the goals of "smart growth" and neighborhood
conservation, to encourage the maintenance and revitalization of existing neighborhoods. Fifteen
jurisdictions have been allocated funds for Mortgage L oans to be made available in accordance with
their proposals. All of the"Forty at Four" Mortgage Loans areinsured by FHA, including someloans
insured through the FHA 203(k) Rehabilitation Insured Mortgage Loan Program (the "FHA 203(Kk)
Program"), whereby the insured loan may include purchase and rehabilitation costs, as well as other
costs permitted by FHA.

Heathcote Road Homeownership Initiative. This initiative, which opened as of March 1, 1999,
provides $3.5 million of Mortgage Loan funds at an interest rate of 5% to encourage homeownership
within an area of Charles County. Theinitiativeis funded from certain proceeds of the 1998 Series
A Bonds and the 1998 Series B Bonds.

HotSpots Homeownership Initiative. This initiative, which opened February 9, 1999, provides $4
million of funds for Mortgage Loans at an interest rate of 4% to encourage homeownership in
HotSpots communities in the City of Annapolis and in Anne Arundel, Baltimore, Garrett, Harford,
Montgomery, Prince George's and Talbot Counties. HotSpots communities are designated by the
Governor’s Office on Crime Control and Prevention. The initiative is funded from a blend of $2.7
million of 5.96% funds from the 1998 Series D Bonds and $1.3 million of 0% funds from the 1999
First Series Bonds under the 1980 General Certificate. (A HotSpots community in Anne Arundd
County will receive mortgage loans through a State-funded program within the Department).
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In addition, thereis a bill before the Maryland General Assembly to encourage the Department to assist in a
comprehensive effort to improve homeownership opportunities for teachers. Pending passage of the bill, the
Administration plans to open a "Homeowner ship Opportunities for Teachers' Initiative. Features of the
Initiative are currently under devel opment.

Developer Reservations. The Administration may agreeto provide financing for Mortgage L oansto
eigible purchasers of Single Family Residences in certain "community development projects’ (the "Single
Family Projects") pursuant to commitmentsto devel opers. TheAdministration requiresthedevel oper to submit
an application acceptable to the Administration, and to a mortgage insurer acceptable to the Administration.
After receipt of noticethat the insurer has accepted the devel oper’s application and, upon a determination by
the Secretary of project digibility under the Act, the Administration issues a commitment to a developer for
a specified time period to finance Mortgage Loans to digible purchasers with respect to the Single Family
Project. A commitment reserves financing for prospective purchasers who qualify and are digible under the
Programand also setsforth maximum sales prices on units to be financed by the Administration and covenants
and warranties to be made by the developer. The Administration may allow developers of Single Family
Projectsto make a deposit in an escrow account which will be applied to reduce the monthly payments due on
Mortgage L oans made on residences in the Single Family Projects for up to four years after closing.

After adeveloper has sold a Single Family Residence and entered into a sales contract, the devel oper
or a sales agent representing the devel oper forwards the completed loan application to the Administration, if
the Administration is expected to make the Mortgage L oan, or to a Mortgage Lender, if the Administrationis
expected to purchase the Mortgage L oan.

Deveopers may also arrange for Mortgage L oan financing of individual M ortgage L oans through
approved Mortgage L enders from whom the Administration will purchase Mortgage L oans for Single Family
Residenceseither in accordancewith a Purchase Commitment or pursuant to areservation by facsimileinitiated
by the Mortgage Lender on behalf of the borrower.

Status of Funds Under the 1980 General Certificate

The "Forty at Four" Initiative described above in "Homeownership Initiatives and Developer
Reservations' is funded in part from $10,000,000 financed under the 1980 General Certificate from excess
revenue generated as a result of the issuance of bonds under the 1980 General Certificate. Of the total of
$10,000,000 originally available, as of January 19, 2000, approximately $6,032,000 of the proceeds were
originated, and $3,968,000 remained available for commitment, against which there were reservations of
approximately $3,968,000.

The 1999 First Series Bonds under the 1980 General Certificate generated a total of approximately
$25,578,000 at an interest rate of 0%. As described above in the "Existing Portfolio and Available Funds
Under the Bond Resolution — Satus of Available Funds®, these 0% funds have been blended with portions of
proceeds from certain bond series issued under the Bond Resolution. Of the®®8b@8,000 originally
available, as of January 19, 2000, approximately $7,242,000 of the proceeds were originated, and $18,336,000
remained available for commitment, against which there were reservations of approximately $776,000.

Loans under the 1980 General Certificate are pledged to the repaynmmoidsued under th880
General Certificate and do not secure payment of the Bonds.
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Mortgage L oans Made by the Administration

The Administrationisauthorized to originate M ortgageL oans, but will not originate FHA or VA loans
unless it becomes an FHA or VA lender. If the Administration becomes an FHA or VA lender, the process
wouldbeasfollows: The Administrationwould receiveacompleted application for aM ortgage L oan financing
the acquisition of a Single Family Residence in certain Single Family Projects, and the staff of the
Administration would review the information in the application, make a determination of creditworthiness of
the prospective Borrower, and approve the Mortgage L oan for mortgage insurance or a guarantee. Among
other things, the staff would determine that the Borrower complied with the Program digibility requirements.
The Administration would issue a commitment to make a M ortgage L oan to such Borrower and a settlement
date would be scheduled. The Administration may but generally has not charged loan origination feesin the
past in connection with Mortgage L oans made directly by the Administration.

Mortgage L oans originated by the Administration that are found to beindigible under Section 103A
or Section 143 are not subject to repurchase by any Mortgage Lender. Inorder to preservethe exclusion from
grossincomefor federal incometax purposes of theinterest payable on the 2000 Series Bonds, the loans may
be sold out of the Bond Resolution portfolio or the Administration may declare such MortgageL oansin default
and to commence foreclosure proceedings or take other appropriate measures. Foreclosure is an equitable
remedy subject to various defenses and judicial discretion.

Servicing of Mortgage L oans

Mortgage Agency Agreements. Pursuant to a Mortgage Agency Agreement, each MortgageLoanis
to be serviced by a financial ingtitution which is a servicer approved by Fannie Mae. Mortgage Loans
purchased from a Mortgage Lender are usually serviced by the originating Mortgage Lender (the "Mortgage
Agent"). TheMortgage Agent receives amonthly servicing fee of either 1/12 of 0.25% or 1/12 of 0.375% of
the unpaid principal balance of each Mortgage Loan serviced and is entitled to rembursement of certain
expenses. Withtheapproval of the Administration, aMortgage Agent may transfer the servicing of Mortgage
Loansto another Mortgage Agent. Mortgage L oans which have been originated by the Administration or are
not to be serviced by the originating Mortgage L ender are currently serviced under amaster M ortgage Agency
Agreement with Columbia National Incorporated, which receives amonthly servicing fee of 1/12 of 0.23% of
the unpaid principal balance of each Mortgage L oan serviced.

EachMortgage Agency Agreement requiresthe M ortgage Agent to performall dutiesand actsincident
to the servicing of Mortgage L oans covered thereby that a reasonable, prudent mortgagee would performwith
respect to mortgage loans owned by it. The Mortgage Agent is responsible for the collection of all payments
from Borrowers and must render an accounting monthly to the Administration of all sums collected and
disbursed under the Mortgage Agency Agreement. Each Mortgage Agent is required to remit to the Trustee
all Mortgage Repayments, Prepayments and curtailmentsit receives with respect to M ortgage L oans serviced
under the Mortgage Agency Agreement. In addition, the Mortgage Agency Agreement requires the Mortgage
Agent to havein effect (and maintain during the term of the related Mortgage Agency Agreement), at no cost
tothe Administration, afideity bond and palicies of insurance providing fire and extended coverageand errors
and omissions coverage, all in amounts and with coverage satisfactory to the Administration, for mortgagee
errors and omissions and insuring against loss arising from dishonest, criminal or fraudulent acts, and errors
and omissions of the officers and employees of the Mortgage Agent.

If any default occurs on a Mortgage L oan covered by a Mortgage Agency Agreement, the Mortgage
Agent must take all actions necessary and proper to enforce all applicable contractual provisions of the
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defaulted Mortgage Loan, including, at the direction of the Administration, the institution of foreclosure
proceedings. The Administrationwill bear all foreclosure and related expenses, to the extent not reimbursable
by the applicable mortgage insurance or collected fromthe Borrower. Thefailure of the Mortgage Agent to
send notice properly and report to the Administration or theinsurer of a Mortgage Loan as to the status of a
delinquent M ortgage L oan may result in the M ortgage Agent being required to repurchasethe M ortgage L oan.

Mortgage Agents are required to comply with detailed requirements set forth in the Administration’s
servicing manual.

Asset Management. Asset management for Mortgage Loansis provided to the Administration by the
Single Family Operations section of the Division of Credit Assurance ("Asset Management").

With respect to the Mortgage L oans, Asset Management:

(1) monitors the servicing performance of the Mortgage Agents for compliance with the
requirements of the M ortgage Agency Agreement and the Administration’s servicing manual by requiring from
each Mortgage Agent:

@ monthly Mortgage L oan ddlinquency reports;
(b) annual audited financial statements; and

(© an annual certification that the Mortgage Agent is complying with the Mortgage
Agency Agreement and the Administration’s servicing manual;

2 directs and reviews Mortgage Agents’ handling of Mortgage L oan delinquencies;

3 directs and evaluates Mortgage Agents’ actions in connection with foreclosure proceedings;
and

4 analyzes ddlinquencies and foreclosures and creates and implements corrective action plans.

Asset Management staff managestheinventory of propertiesacquired by theAdministrationasaresult
of foreclosure, deed in lieu of foreclosure or mortgage assignment. Asset Management staff overseesrepairs
to, periodically inspects, actively markets and sells such properties.

Estimated Revenues of Program

Under Section 143 of the Code, the yidd of the Mortgage Loans financed in connection with each
Series of Bonds issued under the Bond Resolution (other than with any contributions by the Administration)
may not exceed theyield of such Series of Bonds by morethan 1-1/8 percentage points. All Revenues derived
from such Mortgage L oans are available for payment of the Bonds. However, except as otherwise permitted
under the 1986 Code, an amount equal to the portion of Revenues derived from investments in Investment
Obligations madein connectionwith such Series of Bonds (other thanwith contributionsby the Administration)
that exceeds a yidld equal to theyield of such Series of Bonds (calculated in accordance with Section 143 of
the Code, whichever is applicable) or represents gains made on such investments must be paid to the United
States. Suchrestrictionswill limit theamounts availableto pay the principal of andinterest ontheBonds. The
Administration estimates that, in each year in which the 2000 Series Bonds are scheduled to be outstanding,
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therewill be sufficient moneys available under the Bond Resolution to pay the principal of and interest on the
Bonds, after payment of (1) fees and expenses of the fiduciaries and (2) the estimated costs of servicing the
Mortgage L oans and other Program expenses.

Repur chase of M ortgage L oans

In 1998 and 1999, as of December 31, 1999, the Administration demanded repurchase of one
Mortgage L oanwith an outstanding principal balanceof $71,449. Thisloanwasrepurchased by theMortgage
Lender or Mortgage Agent.
Participating M ortgage Agents

Thefollowing financial institutions currently are servicing M ortgage L oans financed under the Bond

Resolution pursuant to a Mortgage Agency Agreement. The principal balances of any Mortgage Loans
(including participations in Mortgage Loans) being serviced as of December 31, 1999, are set forth below:

Current Per centage of
Principal Total Mortgage
Servicer Amount (1) L oans Serviced (1)
Bank of America, N.A. oo $ 1,540,764 0.55%
Bogman, INC. .. ... 1,339,873 0.48%
Charter One Mortgage Corporation .. ............ouvuinanann.. 1,861,142 0.66%
Columbia National Incorporated . .............. .. ..., 145,277,036 51.53%
Crestar Mortgage Corporation .. ...t 23,183,692 8.22%
First Preference Mortgage Corporation . ..............coovnvn... 1,989,645 0.71%
First Union Mortgage Corporation . .. .. .....voviviiinnnnnn... 2,940,193 1.04%
FT Mortgage Companies . . .. .. ov et 54,814,235 19.44%
KeyBank and Trust . . .. ..ot 6,718,760 2.38%
Mercantile Mortgage Corporation . ............ouiiiiinenan... 5,270,792 1.87%
North American Mortgage Company . .. .. ... ov i i 7,747,697 2.75%
Norwest Mortgage, INC. .. ... 18,724,866 6.64%
NVR Mortgage Finance, INC. . .. ... ..o 7,964,264 2.83%
Source One Mortgage Corporation .. ............ouvuiuanann.. 2,536,850 0.90%
TOT AL ot $281,909,809 100.00%
(D) Individual amounts may not add up to the total amount because of rounding.
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Certain I nformation Relating to Mortgage L oans

CertaininformationreatingtotheM ortgageL oans (including participationsin M ortgage L cans) made

or purchased with proceeds of prior Series of Bonds as of December 31, 1999, is set forth below:

MORTGAGE LOANSBY INTEREST RATE

AND SERIESAS OF DECEMBER 31, 1999 (1)

M ortgage
Loan Original Original Outstanding Outstanding
Interest Number Principal Number Principal
Sour ces of Funds Rate of Loans Amount (2) of Loans Balance (2)
Collateral Reserve
Fund (3) 4.000% 60 $ 4,732,504 60 $ 4,655,716
1997 Series A 4.000% 41 3,633,437 41 3,521,372
6.400% 156 13,314,155 154 12,831,667
1997 SeriesB 4.000% 201 16,849,756 201 16,449,212
5.500% (4)(4.1) 48 3,436,397 438 3,402,632
6.400% 732 59,127,375 718 56,575,729
1998 Series A 5.000% 7 398,244 7 394,196
6.100% 12 949,436 12 932,307
1998 SeriesB 5.500% (4)(4.2) 194 16,036,014 194 15,886,680
6.100% 662 54,139,715 657 52,981,265
1998 SeriesD 4.000% (4)(4.3) 17 984,534 17 978,032
5.500% (4)(4.4) 611 52,977,105 611 52,573,622
1999 SeriesD 6.000% 142 13,152,658 142 13,080,694
6.125% 310 29,786,675 310 29,647,705
6.500% 71 6,668,412 71 6,643,004
1999 SeriesE 6.750% 36 3,186,999 36 3,177,869
7.000% 59 5,245,006 59 5,235,232
1999 Series F 6.500% 8 660,236 8 659,548
7.000% 24 2,285,947 24 2,283,326
TOTAL 3391 $287,564,604 3.370 $281,909,809
D For information on the status of remaining fundsfrom prior Series of Bonds, see "EXxisting Portfolio and Avail able Funds
Under the Bond ResolutionSatus of Available Funds" above.
(2) The individual amounts may not add up to the total amount because of rounding.
3) The Collateral Reserve Fund is a fund established under the Bond Resolution at the time the 1997 Series A Bonds and
the 1997 Series B Bonds were issued.
4) The mortgage rate paid by the borrower is derived from a blend of proceeds from a series of Residential Revenue Bonds

and proceeds from the 1999 First Series Bonds issued under the 1980 General Certificate and loaned at 0.00%.

the table below for detail.)
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Detail of Footnote (4)

Foot- Interest Interest No. Original No. of | Outstanding
note Blended | Rateby Rate to of All Amount of Current Principal
No. Indenture Series Series | Borrower | Loans All Loans Loans Amount
Residential 1997 6.40% $ 3,436,397 $ 3,402,632
(4.1) | RevenueBond | SeriesB
5.50% 48 48
1980 General 1999 0.00% 562,319 556,794
Certificate First
Series
Residential 1998 6.10% 16,036,014 15,886,680
(4.2) | RevenueBond | SeriesB
5.50% 194 194
1980 General 1999 0.00% 1,749,390 1,733,099
Certificate First
Series
Residential 1998 5.96% 984,534 978,032
(4.3) | RevenueBond | SeriesD
4.00% 17 17
1980 General 1999 0.00% 482,421 479,236
Certificate First
Series
Residential 1998 5.96% 52,977,105 52,573,622
(4.4) | RevenueBond | SeriesD
5.50% 611 611
1980 General 1999 0.00% 4,430,799 4,397,054
Certificate First
Series
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Thefollowingtablesetsforth as of December 31, 1999, thenumber, outstanding principal balanceand
percentageof thetotal outstanding balanceof theM ortgageL oans (including participationsin M ortgage L cans)
which have been financed in each of the political subdivisions of the State:

Current Per centage of
Number of Current Current Total
Mortgage Outstanding Outstanding

County L oans Balance (1) Principal (1)
Allegany ........... ... ... ... .... 53 $ 2,877,972 1.02%
AnneArundd ........... ... ..., 338 32,262,875 11.44%
BaltimoreCity .................... 677 43,324,810 15.37%
BaltimoreCounty . .. ............... 995 84,604,508 30.01%
Cavet ....... .. ... . 6 677,091 0.24%
Cadine................ ... ..... 24 1,909,526 0.68%
Cardl ................. ... ... 44 4,542,750 1.61%
Ceail ... 38 3,561,247 1.26%
Charles ........... ... . ... ..... 44 4,281,829 1.52%
Dorchester ....................... 18 1,278,327 0.45%
Frederick ........................ 124 11,306,635 4.01%
Garrett .. ... 1 50,474 0.02%
Harford ......................... 200 18,251,080 6.47%
Howard ......................... 50 5,058,665 1.79%
Kent ... 13 1,093,791 0.39%
Montgomery . ... 135 14,978,942 5.31%
PrinceGeorges ................... 200 21,441,949 7.61%
Queen ANNES . . ... 5 450,309 0.16%
StMary's ... 10 844,155 0.30%
Somerset ... 18 1,161,609 0.41%
Tabot ............. ... ... . ... .. 9 781,149 0.28%
Washington ...................... 179 13,063,280 4.63%
Wicomico ........... ... ..., 147 11,017,522 3.91%
Worcester ......... . _ 42 3,089,313 1.10%

TOTAL ... 3,370 $281,909,809 100.00%
(D) Individual amounts may not add up to the total amount because of rounding.
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As of December 31, 1999, the Mortgage L oans (including participations in Mortgage L oans) made
or purchased by the Administration with proceeds of prior Series of Bondswereoriginally covered by primary
mortgage insurance or guarantees as of the date of the origination thereof as follows:

Primary
Mortgage
Insurer or
Guarantor
FHA

TOTAL

Current
Number of
Mortgage
L oans

3,370
3,370

Current
Principal
Amount

$281,909,809
$281,909,809

Per cent of

Current

Principal

Amount

100.00%

100.00%

Based on reports to the Administration from Mortgage Agents and based on reports to the National
Delinquency Survey prepared by the Economic and Research Department of the M ortgage Bankers Association
of America, thefollowing tables set forth information about delinquencies and forecl osures of mortgageloans,

reported by certain mortgage servicers.

30 days ddinquent
60 days ddinquent
90 days+ ddinquent
In foreclosure

Placed in foreclosure during

last three months

Quarter
Ended

9/30/95
9/30/96
9/30/97
9/30/98
9/30/99

National Delinquency

Residential Revenue

Survey Bond Program

U.SA. Maryland Maryland

All Types  All Types FHA

9/30/99 9/30/99 9/30/99 09/30/99 12/31/99
..... 2.95% 3.30% 5.95% 3.17% 4.51%
..... 0.67% 0.88% 1.80% 0.61% 1.07%
..... 0.60% 0.99% 2.16% 0.86% 1.01%
..... 0.98% 1.58% 2.82% 0.14% 0.44%
..... 0.29% 0.42% 0.73% 0.14% 0.44%

Mortgages Sixty Days or More Delinguent or in Foreclosure

U.SA.
All Types
2.44%

2.31%
2.39%
2.49%
2.25%

Maryland
All Types
2.70%

2.95%
3.34%
3.83%
3.45%

Maryland

FHA

4.91%
5.27%
5.26%
7.06%
6.78%

Program @
N/A
N/A
N/A

2.08%
1.61%

(1) Theddinquency statistics in the tables above include both whole loans financed entirely from the Bond Resolution and
participation loans financed from both the Bond Resolution and the 1980 Genera Certificate. For information on outstanding
loans, see the table entitled "Whole Loans and Participation Loans as of December 31,1999" in "Existing Portfolio and Available

Funds Under the Bond Resolution — Participationsin Mortgage Loans'.
(2) The Program purchased the first Mortgage Loan on October 29, 1997.
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Department Year 2000 Compliance

The Administration is an agency within the Division of Development Finance of the Maryland Department of
Housing and Community Development (the "Department™). Year 2000 issues have been approached on a
Department-wide basis.

The Department has experienced no problemswith itsinternal hardware or software, or embedded chips. The
Department will continueto monitor data and reports to verify over the next several months that programs are
functioning correctly. In addition, the Department has experienced no Year 2000 problems with data or
payments received from servicers, property managers or other third parties. The Department will continueto
evaluate data and loan payments received from servicers, property managers and other third parties, and
monitor payments received from thefederal government (including fundsrelating to grant and housing subsidy
programs). The Department has received no reports from property owners or managers of any Year 2000
problemswith financed properties. Inaddition, the Department has received no report of Y ear 2000 problems
fromother significant third partiesincluding the Department’s bond trustees, The Depository Trust Company,
investment providers, local governments and credit enhancers.

In preparation for the'Y ear 2000, the Department took the following steps: completed an inventory of internal
systems (including computer software and hardware and embedded chips); with the assistance of an outside
consultant, assessed necessary remediation measures and devel oped remediation plans; completed remediation
and testing for all internal critical systems; installed and tested remediation programs for custom software
packages used in connection with bond finance; remediated and tested in-house applications; monitored
disclosure of significant third parties, including the Department’s bond trustees, The Depository Trust
Company, investment providers, loan servicers, property managers, local governments and credit enhancers;
tested data interfaces with servicers; and developed contingency plans for critical business processes.

Approximately $3 million of funds from the Department’s budget and State Y ear 2000 funds were used for
computer hardware and software upgrades and replacements, identifying critical business processes,
developing, testing and implementing contingency plans. The need for additional fundswill be assessed if any
unanticipated problems arise.

Failureof significant internal systems or significant third parties to completeremediation could haveamaterial
negativeimpact on the Administration’s ability to collect payments duetoit and remit funds to bondholders on
atimely basis. The Department has developed a business continuity plan and has assessed critical business
processes and alternatives that may be pursued in the event of a disruption to internal or external systems.

To the extent applicable, this statement constitutes a "Y ear 2000 Readiness Disclosure" within the meaning
of Public Law 105-271 (the"Y ear 2000 Information and Readiness Disclosure Act") enacted into law by the
United States Congress. The Year 2000 Readiness Disclosure may be updated from time to time on the
Department’s website at http://www.dhcd.state.md.us.
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APPENDIX C
DEFINITIONS
"Acquired Development" meansaDevel opment constructed, owned, operated or administered

by reason of the Administration'sobtaining title, possession or effectivecontrol thereof whenthe M ortgagewith
respect thereto is in default under its terms.

"Acquired Development Expense Requirement” means such amount of money as may, from
time to time, by resolution of the Administration, with the approval of the Secretary of Housing and
Community Development, be determined to be necessary for the payment or as a reserve for the payment of
any costs and expenses incurred in connection with the operation or ownership of an Acquired Devel opment.

"Acquired Development Expenses’ means any and all costs and expenses incurred in
connectionwiththeoperation or ownership of an Acquired Development asthe Administration determinesfrom
timeto timeto be necessary and appropriate in carrying out the rights and duties of the Administration under
the Bond Resolution with respect to an Acquired Development.

"Act" means Sections 2-201 to 2-208, inclusive, of Article 83B of the Annotated Code of
Maryland, as amended from time to time, including, without limitation, future amendments or successor laws
thereto.

"Additional Bonds' means bonds issued under the Bond Resolution after the Bondsissued in
connection with this Official Statement.

"Administration" means the Community Development Administration, an agency in the
Division of Development Finance of the Department of Housing and Community Development, a principal
department of the government of the State of Maryland, and any successor entity thereto.

"Administration Reguest" means a written request or direction of the Administration signed
by an Authorized Officer.

"Amortized Value' means the purchase price of securities, excluding accrued interest, plus
an amortization of any discount or less an amortization of any premium on the purchase price.

"Authorized Officer" means the Secretary of Housing and Community Development, the
Deputy Secretary of Housing and Community Development, the Director of the Administration, a Deputy
ExecutiveDirector of the Administration, any Director of any programor division of the Administration or any
other person duly authorized by the Secretary of Housing and Community Development to perform such act
or discharge such duty.

"Bond" or "Bonds' means any Bond or Bonds issued pursuant to the Bond Resolution.

"Bond Resolution” means the Residential Revenue Bond Resolution, dated as of August 1,
1997, adopted by the Administration.




"Bond Year" means the year which begins on March 2 of any year during which Bonds are
outstanding and ends on March 1 of the next succeeding year.

"Borrower" means the obligor under a Loan, which may include the Administration.
"Cash Equivalent" meansaletter of credit, insurancepoalicy, surety, guaranteeor other security
arrangement upon which the Administration or Trustee may make a draw to provide funds as needed for any

other Fund or Account or to provide Credit Enhancement or for any other purpose.

"Cash Flow Certificate" means the certification made by or for the Administration pursuant
to Section 608(d) of the Bond Resolution.

"Cash Flow Statement" means the calcul ation made by or for the Administration pursuant to
Section 608(c) of the Bond Resolution.

"Certificate' meansasigned document either attestingto or acknowledging the circumstances,
representations or other matters stated in it or setting forth matters to be determined pursuant to the Bond
Resolution or a Series Resolution.

"Code' or 1986 Code' means applicable provisions of the Internal Revenue Code of 1986,
as amended, and the applicable regulations under it, or predecessor or successor provisions, as applicable.

"Collateral Reserve Fund" means the fund so designated which is established by Section 401
of the Bond Resolution.

"Costs of Issuance’ means items of expense payableor reimbursable directly or indirectly by
the Administration and related to the authorization, sale, issuance and remarketing of the Bonds.

"Credit Enhancement™ means any credit enhancement, insurance, guaranty, Cash Equivalent,
risk-sharing arrangement or any other form of credit support for one or more Program Assets (or any portion
or portions thereof) as provided in any Series Resolution or Supplemental Resolution.

"Credit Enhancer" means the issuer or provider of any Credit Enhancement.

"Credit Facility" meansany credit facility which securesall or a portion of oneor more Series
of Bonds including, but not limited to, a guaranty, standby loan or purchase commitment, insurance policy,
surety bond or financial security bond or any combination thereof, which, in any case securesall or a portion
of one or more Series of Bonds.

"Credit Facility Provider" means theissuer of or obligor under a Credit Facility.

"Development” means any project, facility, undertaking or purpose which the Administration
is authorized to undertake, finance or provide financing for pursuant to the Act as now or hereafter in effect,
including, without limitation, a Single Family Residence, multi-family housing, group housing, shared living
facilities, homeimprovements, housing rehabilitation and any undertaking or project, or portion thereof, which
isdefined asa" community development project”, a"public purposeproject”, an"energy conservation project”,
a "home improvement project”, an "infrastructure project” or a "special housing facility" by the Act.



"Escrow Payment" means any payment made to obtain or maintain mortgage insurance and
fire and other hazard insurance, including payments for any federal, state, local or private program intended
to assist in providing Loans, and any payments required to be made with respect to Mortgages for taxes or
other governmental charges or other similar charges to a Borrower customarily required to be escrowed, and
payments or charges constituting construction or operating contingency, performance or completion or
replacement reserves required pursuant to the applicable Loan.

"Expenses’ means any money required by the Administration to pay the fees or expenses of
the Trustee and any expenses which the Administration lawfully may pay reating to the Program including,
without limitation, administrative and operating expenses of the Administration, servicing fees, Credit
Enhancement, Credit Facilities, or the redemption of Bonds, or rebates of arbitrage as required by the Code,
except as limited with respect to any Series of Bonds by the applicable Series Resolution.

“FHA” means the Federal Housing Administration of HUD.
"Fiscal Yeal means the twelve calendar months commencing on July 1 in any calendar year
and ending on June 30 in the following calendar year or such other period of twelve calendar months as

determined by the Administration.

"Fund' or "Account' means a Fund or Account created by or pursuant to the Bond Resolution
or a Series Resolution.

"Government Obligatiorisneans direct general obligations of, or obligations the payment of
the principal and interest of which are unconditionally guaranteed by, the United States of America, including
obligations issued or held in book-entry form on the books of the Department of Treasury of the United States
of America.

"HUD" means the United States Department of Housing and Urban Development.

"Insurance Proceetimeans payments received with respect to the Program Assets under any
insurance policy, guarantee or fidelity bond, including amounts available under any Credit Enhancement, less
any expenses incurred in realizing such payments and less any reimbursements of advances due the insurer or
provider of such guarantee or bond.

"Investment Obligatiofsmeans any of the following investments which at the same time are
legal investments for moneys of the Administration which are then proposed to be invested therein:

1) Government Obligations;

2 Bonds, debentures, notes or other evidences of indebtedness issued by any
federal agency, instrumentality or public corporation the obligations of which represent or are
guaranteed by the full faith and credit of the United States of America, including (without limitation):
the Rural Housing Service, General Services Administration, U.S. Maritime Administration, Small
Business Administration, Government National Mortgage Association, and U.S. Department of
Housing and Urban Development;

3) Bonds, notes or other evidences of indebtedness having a rating at least
comparable to a Rating Agency's existing rating on the Bonds (other than Subordinate Bonds) or the



comparable rating of any other nationally recognized rating agency issued by the Federal National
Mortgage Association, the Federal Home Loan Mortgage Corporation or any similar entity;

4 U.S. dollar denominated deposit accounts, federal funds and banker’s
acceptanceswith domestic commercial banks (or thedomestic agency or branch of foreign commercial
banks) which have arating in along-term rating category at least comparable to thelong-term rating
on the Bonds (other than Subordinated Bonds) or on their short term accounts or securities on the date
of purchase not less than F-1/P1 or the comparable rating of a Rating Agency or of any other
nationally recognized rating agency and maturing no more than 360 days after the date of purchase.
(Ratings on holding companies are not considered as the rating of the bank);

) Interest bearing time or demand deposits, certificates of deposit or other
similar banking arrangements with banks (which may include the Trustee) which are members of the
Federal Deposit Insurance Corporation, provided that, to the extent such deposits exceed available
federal deposit insurance, such deposits are fully collateralized and secured by obligations described
in clauses (1) and (2) above which have a market value (exclusive of accrued interest) at least equal
to such deposits so secured, including interest;

(6) Commercial paper whichisrated at thetimeof purchaseinalong-termrating
category at least comparableto thelong-termrating on the Bonds (other than Subordinate Bonds) and
arating on their short-term accounts or deposits not less than F-1/P1 or the comparable rating of a
Rating Agency or of any other nationally recognized rating agency and which matures not morethan
270 days after the date of purchase;

(7) Investments in amoney market fund having a rating not less than F-1/P1 or
thecomparablerating of aRating Agency or any other nationally recognized rating agency, which may
be established by a Ratings Certificate;

(8) Pre-Refunded Municipal Obligations having arating at least comparableto
a Rating Agency’s highest possible rating category or the comparable rating of any other nationally
recognized rating agency;

9 Investment agreements with any financial institution or other entity either (i)
with debt rated at least comparable to a Rating Agency’s existing rating on the Bonds (other than
Subordinate Bonds) or the comparablerating of any other nationally recognized rating agency or (ii)
if an investment agreement maintains only a short-term rating, a rating not less than F-1/P1 or the
comparablerating of a Rating Agency or of any other nationally recognized rating agency, whichmay
be established by a Ratings Certificate;

(10) Contracts for the purchase and sale of obligations described in clauses (1)
through (8) of this definition, provided that: (i) if the parties with which such contracts are made are
not members of the Federal Reserve System or if such parties (including members of the Federal
Reserve System) are not required to set aside and otherwise identify obligations described in clauses
(1) through (8) above to such contracts as security or reserve therefor, such obligations are to be
delivered to and held by a fiduciary during the term of such contracts, (ii) such obligations areto be
continuously maintained at a market value at least equal to 100% of the face value of each such
contract, and (iii) the provider of such contract will not adversdy affect the rating on the Bonds then
in effect;



(12) Investmentsin any mutual fund the portfolio of whichis limited to Investment
Obligations, including any proprietary mutual fund of the Trusteefor which the Trustee or an affiliate
is investment advisor or provides other services to such mutual fund and receives reasonable
compensation for such services (and if such mutual fund consists solely of Government Obligations,
then such fund will constitute™ Government Obligations” for thepurposes of theBond Resolution); and

(12) Any investments authorized in a Series Resolution authorizing the issuance of
Bonds or a Supplemental Resolution.

For purposes of this definition, "institution” means an individual, partnership, corporation,
trust or unincorporated organization, or a government or agency, instrumentality, program, account, fund,
political subdivision or corporation of a government. Any reference in this definition to the highest rating of
short-term obligations is without regard to any refinement or gradation such as "+" or "-".

TheTrustee may purchase I nvestment Obligations that do not meet the requirements set forth
in this definition, so long as the purchase of such Investment Obligations does not, as of the date of such
investment, in and of itsdf, result in areduction or withdrawal of thethen existing rating assigned to the Bonds
(other than Subordinate Bonds) by any Rating Agency. If the rating of any Investment Obligation purchased
by the Trustee changes adversely subsequent to the date of purchase, the Trusteeis not required to sdll such
Investment Obligation.

The definition of Investment Obligation may be amended and additional obligations or
investmentsincluded pursuant to a Supplemental Resolution or a Series Resol ution, provided such amendments
will not in and of themsalves cause a reduction in therating of the Bonds asin effect immediately before such
amendment which may be established by a Ratings Certificate.

"Liquidation Proceeds’ means the net amounts (other than Insurance Proceeds) received in
connection with the liquidation of a defaulted Program Asset, whether through foreclosure, trustee's sale,
repurchaseby amortgagelender, or otherwise, lessany costsand expensesincurred in realizing thoseamounts.

"Loan" means: (1) aloan, made or purchased or otherwise financed by the Administration;
(2) aportion of, or participation in, aloan made or purchased or otherwise financed by the Administration; or
(3) amortgage-backed security, security or certificate in connection with a loan exchanged for or otherwise
evidencing ownership of an interest in a loan purchased or otherwise financed by the Administration, which
may (but is not required to) be subject to Credit Enhancement. A Loan may or may not relate to a Single
Family Residence and may or may not be secured by a Mortgage, to the extent permitted by the Act.

"Mortgage' means a mortgage, deed of trust or other instrument securing a Program Asset.

"Mortgage Lender" means a bank, trust company, savings institution, savings and loan
association, national bank association, mortgage banker or other financial institution that is approved by the
Administration as an originator and that maintains an office in the State and engages in making or originating
"residential mortgage loans," as defined in the Act; any insurance company that is authorized to transact
businessinthe State; the Maryland Home Financing Program established pursuant to Sections 2-601 through
2-617 of Article 83B of the Annotated Code of Maryland, as amended and supplemented from timeto time;
and any other program, instrumentality, fund, account, corporation or agency of the State from which the
Administration may be authorized under the Act to purchase “residential mortgage loans,” as defined in the
Act.




“Mortgage Loafimeans a Loan relating to a Single Family Residence secured by a Mortgage,
including a portion of or a participation in such Loan.

"Non-Conforming Loahmeans a Loan which does not comply with the mortgage eligibility
requirements of the Code.

"Outstanding means, with respect to any Bonds as of any date, all Bonds authenticated and
delivered by the Trustee under the Bond Resolution to that date, except:

1. any Bond (or portion thereof) deemed to be paid in accordance with the Bond
Resolution;

2. any Bond canceled by, or delivered for cancellation to, the Trustee because
of payment at maturity or redemption or purchase prior to maturity; and

3. any Bond in lieu of or in substitution for which anothem8 has been
authenticated and delivered pursuant to the Bond Resolution, unless proof satisfactory to the Trustee
is presented that any Bond for which such Bond has been authenticated and delivered is held by a bona
fide purchaser, as that term is defined in Article Eight of the Uniform Commercial Code of the State,
as amended, in which case both the Bond so substituted and replaced and the Bond or Bonds
authenticated and delivered in lieu of, or in substitution for, it shall be deemed outstanding.

"Pledged Propertymeans Revenues and all other money and property pledged to the payment
of the Bonds as set forth in the Bond Resolution.

"Prepaymeritmeans any money received from a payment of principal on a Loan in excess of
the scheduled payments of principal then due.

"Pre-Refunded Municipal Obligatioheieans any bonds or other obligations of any state of
the United States of America or of any agency, instrumentality or local governmental unit of any such state
which are not callable at the option of the obligor prior to maturity or as to which irrevocable instructions have
been given by the obligor to call on the date specified in the notice; and (A) which are rated, based on the
escrow, in the highest rating category of any nationally recognized rating agency; or (B) (i) which are fully
secured as to principal and interest and redemption premium, if any, by a fund consisting only of cash or
Government Obligations, which fund may be applied only to the payment of such principal of and interest and
redemption premium, if any, on such bonds or other obligations on the maturity date or dates thereof or the
specified redemption date or dates pursuant to such irrevocable instructions, as appropriate, and (ii) which fund
is sufficient, as verified by a nationally recognized independent ceyifielic accountant, to pay principal
of and interest and redemption premium, if any, on the bonds or other obligations described in this paragraph
on the maturity date or dates thereof or on the redemption date or dates specified in the irrevocable instructions
referred to above, as appropriate.

"Programi means the Administration's program of making or purchasing or otherwise
financing Qualified Program Assets pursuant to the provisions of the Bond Resolution.

"Program Assétmeans a Loan or a Development.



"Purchase Commitment" means a written commitment by the Administration, signed by an
authorized Officer and accepted by the developer, as amended or supplemented from timeto time, to purchase
from a Mortgage Lender one or more Loans.

"Qualified Program Asset" means a Program Asset satisfying the conditions set forth in the
Bond Resolution.

"Rating" means at any date the then existing rating of Bonds (other than Subordinate Bonds
and other than any Series of Bonds which has a rating based on a Credit Facility) by a Rating Agency.

"Rating Agency" means any nationally recognized rating agency maintaining arating of any
Bonds (other than Subordinate Bonds), pursuant to a request for a rating by the Administration.

"Rating Certificate' means, in connection with certain actions to be taken by the
Administration, a Certificate of an Authorized Officer filed with the Trusteethat the Administration has been
advised by each Rating Agency that the Rating of that Rating Agency will not be reduced as a result of the
Administration taking that action. Published rating criteria by a Rating Agency shall also constitute advice
of that Rating Agency.

"Recovery Payment" means any payment by a mortgagor or any other recovery of principal
on aLoan not applied to scheduled installment of principal and interest on the Loan (including any deficiency
inthe payment of any scheduled installments of principal and interest then due and payable or interest paidin
connection with a Prepayment of aLoan). A Recovery Payment includes, without limitation, (i) Prepayments,
(ii) the portion of any Insurance Proceeds (to the extent not applied to the repair or restoration of any
mortgaged premises), (iii) Liquidation Proceeds, and (iv) amounts from the sale, transfer or other disposition
of aProgram Asset, or net recovery from Credit Enhancement to the extent not included in | nsurance Proceeds,
in each case representing such principal amounts.

"Refunding Bonds" means any bonds issued by the Administration to refund one or more
Series of Bonds or any portion thereof. Bonds issued for the purpose of refunding bonds, notes or other
obligations, whether issued by the Administration or any other person, under any authorizing or issuing
document, resolution, certificate or indenture other than the Bond Resolution are not Refunding Bonds under
the Bond Resolution.

"Reserve Fund" meansthe Fund of that name established pursuant to Section 401 of the Bond
Resolution.

"Reserve Requirement” means, as of any particular date of calculation, an amount equal to
the sum of all amounts established as Series Reserve Requirements in the Series Resolutions for all Series of
Bonds Outstanding authorizing the issuance of such Outstanding Bonds. The Trustee may rely upon a
Certificate from an Authorized Officer of the Administration which states the Reserve Requirement as of the
date of the Certificate.

"Revenue Fund" meansthe Fund of that name established pursuant to Section 401 of theBond
Resolution.

"Revenues' means all payments, proceeds, rents, charges and other cash income derived by
or for the account of the Administration from or related to the Program, including, without limitation, the



payments of principal of and interest on Loans (whether paid by or on behalf of the Borrower), including the
payments of principal of and interest on Loans subject to Credit Enhancement, and investment income from
all funds and accounts described in Section 401 of the Bond Resolution subject to the lien of the Bond
Resolution, including Recovery Payments or Acquired Development Receipts, and not including any fees
received by the Administration for its own account pursuant to annual contribution contracts between the
Administration and HUD, if any, with respect to Project Assets financed by Loans, or financing, commitment
or similar fees or charges of the Administration at or prior to the time of making, purchasing or otherwise
financing a Program Asset.  Any arbitrage rebate payable to the United States are not Revenues and are not
subject to the lien of the Bond Resolution.

"Serial Bonds' means Bonds which are not Term Bonds.

"Series’ means one of the Series of Bonds issued under the Bond Resolution pursuant to a
Series Resolution.

"Series Program Determinations’ means determinations by the Administration relating to
Program Assets and certain other matters required to be set forth in connection with a Series of Bonds under
the Program (or provision to be determined at certain specified times in the future), as provided in a Series
Resolution. Series Program Determinations shall be consistent with the Bond Resolution. They may include,
without limitation, (i) the security which may beprovided for each Program Asset; (ii) the principal and interest
payment provisions of Loans; (iii) the maximum term to maturity of Loans; (iv) the nature of the residences
to which the L oans relate and limitations on who may be a mortgagor; (v) required credit standards and other
terms of primary mortgageinsuranceor other credit support, if any, and thelevels of coverage and applicable
loanto valueratios, if appropriate; (vi) Credit Enhancement, if any; (vii) the application of a Credit Facility,
if any; (viii) the manner and extent of funding, and provisions designating the use of, the Collateral Reserve
Fund, if any, or any modification of the Collateral Reserve Funds; (ix) provisionsfor limiting or restricting use
of Recovery Payments; and (x) limitations on Expenses.

"Series Reserve Reguirement” means an amount established by a Series Resolution as a
component of the Reserve Requirement while Bonds of the Series are Outstanding.

"Series Resolution" means a resolution of the Administration authorizing the issuance of a
Series of Bonds and includes any determination with regard to that Series made by an Authorized Officer
pursuant to the authority delegated by the Series Resolution, and executed prior to issuance of those Bonds.
Series Resolution includes any resolution of the Administration amending a Series Resolution as provided in
the Bond Resolution or the related Series Resolution.

"Single Family Residence’ means a residential dwelling of one or more units located within
the State, occupied or to be occupied within a reasonable period of time as a principal residence of the
Borrower, including, without limitation, manufactured housing or mobile homes permanently affixed to the
property, condominiums, and cooperative housing to the extent permitted by the Act.

"Sinking Fund Reguirement” means, as of any particular date of calculation, with respect to
the Term Bonds of any Series and maturity, theamount of money required to be applied on any applicabledate
to the redemption prior to maturity or the purchase of those Bonds. Sinking Fund Requirements may be
established as fixed dollar amounts or by formula.

"State" means the State of Maryland.



"Subordinate Bond Accounts' means the Accounts of that name in the Revenue Fund
established pursuant to Section 401 of the Bond Resolution.

"SubordinateBonds' means Bonds authorized under the Bond Resolution and issued pursuant
to the Bond Resolution.

"Supplemental Resolution” means any resolution of the Administration supplementing or
amending the Bond Resolution.

"Term Bonds' meansthe Bonds of a Serieswith respect to which Sinking Fund Requirements
have been established.

"Trusteg' means any institution named in the Series Resolution related to theinitial Series of
Bonds and designated to act as trustee with respect to the Bonds and its successors and any consolidation or
merger to which it or its successors may be a party.

"USDA/RD" means the United States Department of Agriculture, Rural Development
Guaranteed Rural Housing Program.

"VA" means the United States Department of Veterans Affairs.
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APPENDIX D
SUMMARY OF CERTAIN PROVISIONS OF THE BOND RESOLUTION
Thefollowing is abrief summary of certain provisions of the Bond Resolution and such summary is
qualified in its entirety by reference to the Bond Resolution.
Pur poses for Which Bonds May be I ssued

The Bond Resolution provides that Bonds may be issued to provide funds for one or more of the
following purposes:

@ for the making, purchasing or otherwise financing Program Assets;

(b) for the refinancing of Program Assets (including, without limitation, Program Assets in
default);

(© for the refunding of any or all Outstanding Bonds or any other bonds, notes or other
obligations, whether or not the Administration istheissuer thereof, including any or all interest and redemption
premiums thereon;

(d) for the funding of reserves;

(e for the funding of costs of issuance, redemption premiums rdating to Bonds and
Administration expenses; or

) achieving any other of the Administration’s purposes, as described in the Act, as now or
hereafter in effect. [§101]

Contract with Trustee and Bondholders

As provided in the Act and as covenanted in the Bond Resolution, in consideration of the acceptance
by the Trustee of thetrusts created in the Bond Resol ution and of the purchase and acceptance of Bonds of any
Series issued thereunder by any who shall from time to time be holders thereof:

@ Theprovisions of the Bond Resolution and applicable Series Resolutions are contracts of the
Administration with the Trustee and the holders of the Bonds.

(b) The Administration covenants that it will causeto be paid to and deposited with the Trustee
all proceeds of Bonds, all payments of Loans, and all income and receipts therefrom. [§103]

Issuance of the Bonds

Each Series of Bonds shall be authorized and issued under and secured by the Bond Resolution
pursuant to the authorization contained in a Series Resolution. The Bonds of each Series shall be designated
as provided by the Series Resolution. The Bonds shall be in such subseries (if any), shall be in such
denominations, shall be dated, shall bear interest at a rate or rates not exceeding the maximum rate then



permitted by law payable beginning on such date, shall be stated to mature on such dates, shall be made
redeemableat suchtimesand prices (subject to the provisions of the Bond Resolution), shall havesuchinterest
payment dates, shall be numbered and the Term Bonds of such Series shall have such Sinking Fund
Requirements, all as may be provided by the Series Resolution for such Bonds. Except as may otherwise be
provided in the Series Resolution for Subordinate Bonds, and except asto any differences in the maturities or
theinterest payment dates or the rate or rates of interest or the provisions for redemption, such Bonds shall be
on a parity with and shall be entitled to the same benefits and security under the Bond Resolution as all other
Bonds issued under the Bond Resolution.

Each Series Resolution authorizing the issuance of a Series of Bonds shall include a determination by
the Director of the Administration that theissuance of such Series of Bondsis necessary to achieveoneor more
purpaoses of the Administration, and may specify and determine such other details as may be required.

Before the Bonds of the Series shall be authenticated and delivered by the Trustee, there shall be on
filewith the Trustee the following: (i) a copy of the Bond Resolution and the Series Resolution duly certified
by an Authorized Officer; (ii) a Bond Counsd’s Opinion stating in the Opinion of such counsd that (A) the
Bond Resolution and the applicable Series Resolution have been duly adopted and are valid and binding upon
the Administration (subject to reasonabl e exceptions with respect to enforceability under bankruptcy laws, the
police power of the State or other similar laws, and theavailability of specific performanceand other equitable
remedies under State law) and (B) the Bonds being issued are valid and legally binding special limited
obligations of the Administration secured in the manner and to the extent set forth in the Bond Resolution and
the applicable Series Resolution and are entitled to the benefit, protection and security of the provisions,
covenants and agreements contained in the Bond Resolution and the applicable Series Resolution; (iii) a Cash
Flow Statement conforming to the requirements of the Bond Resolution, accompanied by a Rating Certificate
with respect to Bonds other than Subordinate Bonds; and (iv) a request and authorization to the Trustee on
behalf of the Administration, signed by an Authorized Officer, to authenticate and deliver the Bonds to the
purchaser or purchasers identified in such request upon payment (or provision therefor) to the Trusteefor the
account of the Administration of the purchase price of the Bonds or, in the instance of Bonds purchased for
delivery at alater date or dates, upon such later date(s) as specified in a Series Resolution. [§201]

Authorization of Subordinate Bonds; Conditions Precedent to Delivery

The Administration may issue from time to time Bonds to be secured by the Bond Resolution on a
subordinated basis, subject to the conditions hereinafter provided.

Payment of the principal or redemption price of and interest on, and the purchase price of, each Series
of Subordinate Bonds, may be secured by the pledge of funds and accounts under certain provisions of the
Bond Resolution, including Subordinated Bond Accounts, to the extent specified in the Series Resolution,
subordinate, however, to the pledge securing the Bonds which werenot issued as Subordinate Bonds, and upon
such terms and conditions set forth in the Series Resolution authorizing such Subordinate Bonds. A Series of
Subordinate Bonds may be payablefrom Revenues derived under the Bond Resolution, but only after payment
of all other amounts payable from Revenues with respect to the Bonds which are not Subordinate Bonds and
with respect to any Subordinate Bonds having a higher priority to payment from such Revenues.

The Series Resolution authorizing a Series of Subordinate Bonds may providethat such Subordinate
Bonds shall be secured solely by such proceeds or Revenues and not by any other moneys, funds or accounts
held under the Bond Resolution, and that such proceeds or Revenues shall not constitute security for or asource
of payment of any other Bonds outstanding or thereafter issued under the Bond Resolution. The Series



Resolution authorizing a Seriesof Subordinate Bonds may establish different priorities of payment and security
among different Series of Subordinate Bonds. [8202]

Purchase of Bonds

Amounts on deposit in the Revenue Fund may be applied as applicable to the purchase of Bonds of
each Series then Outstanding, whether or not such Bonds or portions thereof shall then be subject to
redemption. The Trustee, upon Administration Request accompanied by a Cash Flow Certificate if required
by the Bond Resolution, is required to purchase from such amounts such Bonds, whether they be Serial Bonds
or Term Bonds, as specified in such Administration Request. The Trustee is required to pay the interest
accrued on such Bonds or portions of Bonds to the date of settlement for the Bonds from the Revenue Fund.
The Bond Resolution provides that no purchase of a Bond is to be made by the Trustee after the giving of
notice of redemption as to that Bond by the Trustee. Purchased Bonds are required to be delivered to the
Trustee for cancellation. [8405]
Funds and Accounts Established by the Bond Resolution

The Bond Resolution establishes the following funds and accounts to be held by the Trusteein trust
for application in accordance with the Bond Resolution;

() Program Fund, which, for each Series of Bonds, will contain a Series Program Account;
(i) Revenue Fund, which will consist of:
@ Debt Service Account,
(b) Recovery Payment Account,
(© Redemption Account, and
(d) Subordinate Bond Accounts;
(iii) Reserve Fund;
(iv) Collateral Reserve Fund;
(V) Acquired Development Fund; and
(vi)  Rebate Fund. [§401]

Additional Fundsand Accounts (including for thepurposeof depositing amountsrequiredto bereated
to mortgagors or the United States) may be created and designated in Series Resolutions.

Program Fund
Except as may beprovided by a Series Resolution for Subordinate Bonds, amounts received upon the

sale of a Series of Bonds are to be depaosited in the Program Fund and credited to the related Series Program
Account in the amount, if any, provided in the applicable Series Resolution. In addition, amounts are to be



deposited in the Program Fund from the Revenue Fund as provided in the Bond Resolution and from any other
source and are to be credited to the Series Program Account as specified in the Administration Request
directing the transfer.

Amountsin a Series Program Account may be used to pay Costs of Issuance of the related Series of
Bonds, or to reimburse the Administration for Costs of Issuance, in ether case in the amount specified in or
pursuant to the Series Resolution, upon a requisition stating generally the nature and amount of those Caosts
of Issuance signed by an Authorized Officer. Amountsin Series Program Accounts other than amounts used
or to be used to pay Costs of Issuance areto be applied by the Trustee upon Administrative Request: (i) to
finance the making or acquisition of Program Assets, (ii) to pay costs of Credit Enhancement with regard to
Program Assets or any Credit Facility with regard to Bonds, (iii) to pay costs of completing an Acquired
Development as set forth in the Bond Resolution, and (iv) as otherwise provided in the Series Resolution.
[8402]

Revenue Fund

The Trustee is required to transfer to and deposit in the Revenue Fund all amounts transferred to it
from the Program Fund as provided in the Bond Resol ution or from the Reserve Fund as provided in the Bond
Resolution and credit those amounts to the Accounts as specified in the Bond Resolution. Amounts received
upon the sale of a Series of Bonds are to be deposited in the Revenue Fund in the amount, if any, provided in
the applicable Series Resolution, for credit to the Debt Service Account to pay debt service as specified in the
Series Resolution.

Recovery Payments are to be credited to the Recovery Payment Account. Except as may be limited
by a Series Resolution, amounts in the Recovery Payment Account may be transferred at any time upon an
Administration Reguest to the Redemption Account, theDebt Service Account or any Series Program Account.

At any time, upon Administration Request, the Trusteeis required to apply amounts in the Revenue
Fund not credited to any Account in the Fund to pay the accrued interest portion of the cost of acquiring any
L oan consistent with the related Series Resolution.

Upon their receipt, the Administration isrequired to notify the Trustee as to any amounts which have
been received for accrued interest with respect to L oans made or acquired from amounts which were expended
from the Series Program Account (to the extent not so funded from atransfer from the Revenue Fund). The
Trusteeis required to transfer those amounts to the credit of the applicable Series Program Account.

On or prior to each debt service payment date for the Bonds the Trustee is required to transfer all
amountsin the Revenue Fund not in any Account in the Revenue Fund to the credit of Funds and Accountsin
thefollowing priority:

@ to the Debt Service Account, an amount sufficient, together with amounts on deposit in that
Account, timely to pay interest and principal, at maturity or mandatory redemption, due on such debt service
payment date on the Bonds, other than Subordinate Bonds, and to pay any fees in connection with any Credit
Facility related to such Bonds, as set forth in the Series Resolution or a Supplemental Resolution;

2 to the payment of Expenses specified in a Series Resolution, or such other Expenses provided
in an Administration Request;
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3 to the Reserve Fund, an amount sufficient to cause the amount on deposit in that Fund,
including Cash Equivalents permitted by a Series Resolution, to equal the Reserve Requirement;

4 to the Redemption Account, an amount as specified in an Administration Request;

) to any Series Program Account in the Program Fund, an amount as specified in an
Administration Request; or

(6) to any Subordinate Bond Accounts, an amount sufficient together with amounts on deposit
inthat Account, established by a Series Resolution for Subordinate Bonds, timely to pay interest and principal,
at maturity or mandatory redemption, due on such succeeding debt service payment date on the Subordinate
Bonds and to pay any fees in connection with any Credit Facility related to such Bonds, as set forth in the
Series Resolution or a Supplemental Resolution or to provide any reserve with respect to Subordinate Bonds.

At any timethe Trustee is required to, upon Administration Request, accompanied by a Cash Flow
Certificate, rdleaseamounts on deposit in the Revenue Fund to the Administration for any lawful purposefree
and clear of the pledge and lien of the Bond Resolution.

At any timethe Trusteeis required to, upon Administration Request, apply amounts in the Revenue
Fund not credited to any Account in it or the Rebate Fund to make required rebates pursuant to the Code.

At any timethe Trusteeisrequired to apply, upon an Administration Request, amountsin the Revenue
Fund and not credited to any Account in it to the purchase of Bonds at the times, in the manner and for the
purpaoses set forth in the Bond Resolution.

At any time, upon Administration Request, amounts on deposit in the Revenue Fund may be applied
to pay Expenses as specified in an Administration Request. [8403]

Reserve Fund

The Administration is required to deposit amounts in the Reserve Fund as provided in the Series
Resolutions and as provided in the Bond Resolution. The Trustee is required to transfer money held in the
Reserve Fund to the Debt Service Account, pursuant to the Bond Resolution. Amounts held in the Reserve
Fund as of any date in excess of the Reserve Requirement, taking into account any Cash Equivalents in the
Reserve Fund, arerequired to, upon an Administration Request, betransferred to the Revenue Fund. A Series
Resolution may providethat the Reserve Requirement or any excess balancesinthe Reserve Fund with respect
tothe applicable Series of Bonds may befundedinwholeor in part through Cash Equivalentsor other Program
Assets. [8408]

Collateral Reserve Fund

Moneys, Cash Equivalents, Program Assets, Non-Conforming Loans and other assets may be
deposited into the Collateral Reserve Fund in accordance with the requirements of a Series Resolution or a
Supplemental Resolution, which may establish terms, conditions and provisions relating to the funding of the
Collateral Reserve Fund, the making or purchase of loans or other Assets approved by the Administration,
disbursement of moneys or Cash Equivalents and the sale, disposition or release of Program Assets,
Non-Conforming Loans from such fund, and maintenance of moneys, Cash Equivalents, Program Assets or
Non-Conforming Loans, or assets required to be held in such fund with respect to either a Series of Bonds or



generally. Any moneys, Cash Equivalents, Program Assets, Non-Conforming L oans or other assets on deposit
in the Collateral Reserve Fund may be transferred to any other Fund or Account or withdrawn by the
Administration upon receipt by the Trustee of an Administrative Reguest.

The Trusteeisrequired to transfer amounts from the Collateral Reserve Fund to the credit of the Debt
Service Account as provided in the Bond Resolution. [8§409]

Acquired Development Fund

Acquired Development Receipts are required to be held by the Trusteein the Acquired Development
Fund and arerequired to beused solely for the payment of Acquired Development Expenses; provided that any
amount specified by an Authorized Officer asnot being needed to maintain the Acquired Development Expense
Requirement is required to be transferred to the Revenue Fund.

Payments from the Acquired Development Fund are required to be made upon the direction of an
Authorized Officer. Upon receipt of each such direction of an Authorized Officer, the Trusteeis required to
pay the amount stated therein to the Administration by check or draft or isrequired to arrangefor thetransfer,
deposit or payment of such amounts as directed by the Authorized Officer.

The Administration is required to maintain on its books of account a separate account within the
Acquired Development Fund for each Acquired Deve opment, showing all disbursements of money withdrawn
for it from the Acquired Development Fund, and is required to provide to the Trustee, at least quarterly, a
report showing in reasonable detail the expenditures for each Acquired Development.

TheTrusteeis required to transfer amounts from the Acquired Devel opment Fund to the credit of the
Debt Service Account as provided in the Bond Resolution. [8410]

Sale of Program Assets; Release of Lien of Resolution

TheAdministrationisauthorizedto sell, assign or otherwisedisposeof aProgram Asset (andtoreease
the same from the lien of the Bond Resolution), in addition to a sale, assignment or disposition pursuant to the
Bond Resolution or any applicable Supplemental Resolution, provided that, with respect to any Program Asset
not in default, the Administration files with the Trustee a Cash Flow Certificate taking into account such sale,
assignment or disposition pursuant to the Bond Resolution.

The Administration is authorized to release a Program Asset secured by a Credit Facility or Credit
Enhancement, reserves created or held with respect to such Program Asset or the Series of Bonds (or portion
of such Series) issued to make, purchase or finance such Program Asset and any other moneys to bereceived
with respect to such Program Asset from the lien of the Bond Resolution at the direction of the Credit Facility
Provider or Credit Enhancer which issued or provided any Credit Facility securing the Series of Bonds which
financed the Program Asset or the Credit Enhancement securing the Program Asset, provided such Credit
Facility or Credit Enhancement continuesin effect. Such release may occur only after payment is made under
the terms of the Credit Facility or Credit Enhancement. [8§617]

Cash Flow Statements and Certificates

See the discussion of Cash Flow Statements and Certificates under the heading "SECURITY FOR
THE BONDS - Cash Flow Statements and Certificates".



TheCash Flow Statement shall be based upon the Administration’s reasonable expectations, and shall
be based upon assumptions consistent with those used in the most recent Cash Flow Statement or such other
assumptions as shall not adversely affect any of the Rating Agency’s ratings on the Bonds. In calculating the
amount of interest due on Bonds in the current and each succeeding Bond Y ear in which Bonds are scheduled
to be Outstanding on Bonds bearing interest at a variable rate as defined in a Supplemental Resolution, the
initial interest rate shall be used so long as doing so does not adversely affect any of the Rating Agency’s
ratings on the Bonds. [8608]

Redemption of Bonds

TheBondsissued under theprovisions of the Bond Resolution are subject toredemption, bothinwhole
and in part and at such times and Redemption Prices, as may be provided in the applicable Series Resolution.
Term Bonds may be made subject to sinking fund redemption pursuant to their Sinking Fund Requirements
on the dates and during the period during which such Sinking Fund Requirements arein effect, as established
in the applicable Series Resolution.

TheTrustee, at thedirection of the Administration, isrequired to sdect theBonds or portions of Bonds
to be redeemed or purchased in accordance with the Bond Resolution and the applicable Series Resolution.
Except as otherwise stated in the related Series Resolution, money is required to, upon an Administration
Request to the Trustee accompanied by a Cash Flow Certificate, as may be required by the Bond Resolution,
be applied by the Trustee to the purchase or the redemption of Bonds selected from among the Series (and
subseries, if applicable), maturities and interest rates on the basis specified by the Administration in that
Administration Request. Except as otherwise provided in a Series Resolution, the Administration Request
relating to each redemption of Bonds is required to be filed with the Trustee at least fifteen (15) days prior to
the date upon which notice of redemption is caused to be delivered by the Trusteeto all registered owners of
Bonds to be redeemed, or such lesser number of days as are acceptable to the Trustee.

Except as otherwise provided in a Series Resolution, if less than all of the Bonds of one Series (and
subseries, if applicable) and one maturity bearing the sameinterest rate (and otherwise of liketenor) arecalled
for redemption, theparticular Bonds of such Series (and subseriesif applicable) and maturity bearing the same
rate of interest (and otherwise of like tenor) to be redeemed are to be selected not later than fifteen (15) days
prior to the date upon which notice of redemption is caused to be delivered by the Trustee to all registered
owners of Bondsto beredeemed, or suchlesser number of days asareacceptabletothe Trusteein such manner
as directed by the Administration. If no such direction is received by the Trustee, the Trustee is required to
select the Bonds to be redeemed by lot or in such other manner as it in its discretion may determine. The
portion of Bonds of any Series (and subseries, if applicable) to be redeemed is required to bein the minimum
principal amount or someintegral multiple of such minimum principal amount established for such Bondsin
the applicable Series Resolution, and in selecting Bonds for redemption, the Trusteeis required to treat each
Bond as representing that number of Bonds which is obtained by dividing the principal amount of such Bond
by such minimum principal amount.

If less than all of the Term Bonds Outstanding of any one maturity of a Series (or subseries, if
applicable) are purchased for cancelation or called for redemption (other than in satisfaction of Sinking Fund
Requirements), the principal amount of such Term Bonds that are so purchased or redeemed is to be credited,
to the extent practicable, except as otherwise provided in an Administration Request, against al remaining
Sinking Fund Requirements for the Term Bonds of such Series (and subseries, if applicable) and maturity in
the proportion which the then remaining balance of each such Sinking Fund Requirement bearsto thetotal of
all Bonds of such Series (and subseries, if applicable) and maturity then Outstanding. [8301]



Investment of Moneys Held by the Trustee

Any and all money held by the Trustee under the Bond Resolution, except as otherwise expressly
provided in the Bond Resolution, isto be held in trust, is to be applied only in accordance with provisions of
the Bond Resolution and are not to be subject to any lien, charge or attachment by any creditor of the
Administration.

M oney deposited under theBond Resolutionisto, asnearly asispracticable, befully and continuously
invested or reinvested by the Trustee upon the direction of an Authorized Officer (promptly confirmed by
delivery of an Administration Request) in Investment Obligations which are to be in such amounts and bear
interest at such rates that sufficient money will be available to pay the principal and interest when due on the
Bonds and which mature, or which are subject to redemption by the holder at the option of the holder, such that
sufficient money will be available for the purposes intended.

Any Investment Obligations so purchased in any Account or Fund areto be deemed at all timesto be
part of such Account or Fund. Unlessthe Administration otherwisedirects, any interest paid on theinvestment
inany Account or Fund (except the Rebate Fund) isto be credited to the Revenue Fund and is to betreated as
Revenues. Any interest paid on the investment of the Rebate Fund is required to be credited to the Rebate
Fund. Any profit or loss resulting from an investment is to be credited to or charged against the applicable
Account or Fund of whichiit is an investment. The Trustee is required to sell or present for redemption any
obligations so purchased whenever it is necessary to do so in order to provide money to meet any payment or
transfer from any such Account or Fund. The Trustee, when authorized by an Authorized Officer, may trade
with itsdf in the purchase and sale of securities for such investment. Neither the Trustee nor the
Administration is liable or responsible for any loss resulting from any such investment. [88501 and 502]

Program Covenants; Enforcement of Mortgage Loans
The Administration covenants in the Bond Resolution that:

0] the Administration will useand apply the proceeds of the Bonds, to the extent not required by
the Bond Resolution for other Program purposes, to make or purchaseor otherwisefinance Qualified Program
Assets or otherwise apply such proceedsin accordance with the provisionsand requirements of each applicable
Series Resolution;

(i) the Administration will do all such acts and things as are necessary to receive and collect
Revenues and such payments for taxes, insurance and similar items as are normally escrowed by prudent
mortgage servicing institutions in the State, consistent with sound practices and principles;

(i)  the Administration will diligently enforce and take all steps, actions and proceedings
reasonably necessary, in the judgment of the Administration, for the enforcement of all terms, covenants and
conditions of Mortgages and L oans;

(@iv) the Administration will establish income and occupancy regquirements to assure compliance
with the Act for the Borrower for each Single Family Residence or Development financed with the proceeds
of aLoan; and

(V) the Administrationwill takeall reasonable steps, actionsand proceedingsit deemsappropriate
or necessary for the enforcement of all terms, covenants and conditions of Loans made, purchased or financed



by the Administration, including the prompt collection of Loan repayments and fees and charges and other
Revenues. [8615]

Tax Covenants

The Administration covenants in the Bond Resolution that it will comply with the applicable tax
covenants contained in any applicable Series Resolution. [8609]

Events of Default
Each of the following constitutes an Event of Default under the Bond Resolution:

(1) payment of interest on or the principal or Redemption Price of any of the Bonds is not made
when due and payable; or

2 default in the due and punctual performance of any other covenants or agreements contained
inthe Bonds or inthe Bond Resolution or any Series Resolution and such default continuesfor ninety (90) days
after written notice requiring the default to be remedied, has been given to the Administration by the Trustee.
TheTrusteemay givesuch noticeinitsdiscretion and shall give such notice at thewritten request of theowners
of not lessthan twenty-five percent (25%) in aggregate principal amount of Bondsthen Outstanding. However,
if such default can beremedied, solong asfollowing such noticethe Administration is diligently taking actions
to remedy such default, such default is not an Event of Default under the Bond Resolution.

An Event of Default with respect to Subordinate Bondsis not an Event of Default on Bondswhich are
not Subordinate Bonds. For purposes of determining the percentages of Owners of Bonds as provided in the
Bond Resolution, only Bonds other than Subordinate Bonds are to be taken into account unless the Event of
Default relates only to Subordinate Bonds in which case the percentage relates only to Subordinate Bonds. 1n
the case of an Event of Default relating only to Subordinate Bonds any acceleration or other remedy will relate
only to Subordinate Bonds. [§701]

Remedies; Rights of Bondholders

Upon the happening and continuance of any Event of Default, then and in every such casethe Trustee
may, and upon the written direction of the Owners of not less than twenty-five percent (25%) in aggregate
principal amount of the Outstanding Bonds is required to proceed, subject to the provisions of the Bond
Resolution, to protect and enforceits rights and the rights of the Bondowners under applicable laws or under
the Bond Resolution by such suits, actions or special proceedingsin equity or at law, or by proceedingsin the
office of any board or officer having jurisdiction, ether for the specific performance of any covenant or
agreement contained intheBond Resolution or in aid or execution of any power granted in the Bond Resolution
or for theenforcement of any proper legal or equitableremedy, asthe Trustee, being advised by counsdl, deems
most effectual to protect and enforce such rights.

In the enforcement of any remedy under the Bond Resolution the Trustee is entitled (1) to sue for,
enforce payment of and recover judgment for, in its own name as Trustee of an express trust, any and all
amountsthen or after any default becoming, and at any timeremaining, duefromthe Administrationfor unpaid
principal, premium, if any, interest or otherwise under any of the provisions of the Bond Resolution or the
Bonds, with, to the extent permitted by the applicable law, interest on overdue payments of principal of and
interest at the rate or rates of interest specified in the Bonds, together with any and all costs and expenses of



collection and of all proceedings under the Bond Resolution and under the Bonds, without prejudice to any
other right or remedy of the Trustee or of the Bondowners, and (2) to recover and enforce any judgment or
decree against the Administration, but solely as provided in the Bond Resolution, the Series Resolution, and
in the Bonds, for any portion of such amounts remaining unpaid and interest, costs and expenses as above
provided and to collect, in any manner provided by law, the money adjudged or decreed to be payable.

Regardless of the happening of an Event of Default, the Trustee may, and, subject to the Bond
Resolution, if requested in writing by the Owners of not less than twenty-five percent (25%) in aggregate
principal amount of the Outstanding Bonds (other than Subordinate Bonds), is required to institute and
maintain such suits and proceedings as it may be advised are necessary or expedient (i) to prevent any
impairment of the Pledged Property by any acts which may beunlawful or in violation of the Bond Resolution
or of any Series Resolution or (ii) to preserve or protect the interest of the Bondowners, provided that such
request is in accordance with law and the provisions of the Bond Resolution and, in the sole judgment of the
Trustee, is not unduly prejudicial to the interests of the Owners of Bonds not making such request.

If a covenant is set forth in a Series Resolution, limitations on the remedies available upon an Event
of Default related to such covenant may be set forth in such Series Resolution. [§703]

Rights of Bondholders to Direct Proceedings

Notwithstanding anything in the Bond Resolutionto thecontrary, the Owners of amajority in principal
amount of the Bonds then Outstanding (other than Subordinate Bonds) shall have the right, subject to the
provisions of the Bond Resolution, by an instrument or concurrent instruments in writing executed and
delivered to the Trustee, to direct the method and place of conducting all remedial proceedings to be taken by
the Trustee or exercising any trust or power conferred upon the Trustee, provided that such direction shall not
be otherwise than in accordance with law, the provisions of the Bond Resolution and the Act and, in the sole
judgment of the Trustee, is not unduly prejudicial to theinterests of Bondowners not joining in such direction.
[8707]

Waiver of Events of Default

The Trustee, upon written direction of the Owners of not less than a majority in aggregate principal
amount of the Outstanding Bonds, is required to waive any Event of Default, which in the opinion of those
Owners has been remedied before the entry of final judgment or decree in any suit, action or proceeding
instituted by them under the provisions of the Bond Resolution or before the completion of the enforcement of
any other remedy under the Bond Resolution, but no such waiver may extend to or affect any other existing
or any subsequent Event or Events of Default or impair any rights or remedies consequent to it. [8713]

Modification of Resolutions and Outstanding Bonds

TheBond Resol ution provides procedureswhereby the Administration may amend the Bond Resolution
or a Series Resolution by adoption of a Supplemental Resolution. Amendments that may be madewithout the
consent of Bondholders may beonly for certain purposes and include curing any ambiguity, defect or omission
inthe Bond Resolution or conferring uponthe Trusteeadditional rights, remedies, powers, authority or security
that may be lawfully granted. [§1001]

Amendments of certain of the respective rights and obligations of the Administration and the
Bondholders may be made with the written consent of the holders of greater than fifty percent (50%) in
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aggregate principal amount of the Outstanding Bonds; however, without the consent of all adversdy affected
Bondowners, no Supplemental Resolution may (a) change the terms of redemption or of the maturity of the
principal of or the interest on any Bond, or (b) reduce the principal amount of any Bond or the redemption
premium or therate of interest on it, or (C) create or grant a pledge, assignment, lien or security interest of the
Pledged Property, or any part of it, other than as created or permitted by the Bond Resolution without the
Supplemental Resolution, or (d) create a preference or priority of any Bond or Bonds over any other Bond or
Bonds, except as may be permitted by the Bond Resolution or (€) reduce the aggregate principal amount or
classes of the Bonds required for consent to such Supplemental Resolution. If any such modification,
supplement or amendment will by its terms, not take effect so long as any Bonds of any specified Series and
maturity remain Outstanding, the consent of the Owners of those Bonds are not required and such Bonds will
not be deemed to be Outstanding for the purpose of any calculation of Outstanding Bonds under the Bond
Resolution. [81002]

Defeasance

If the Administration shall pay or causeto be paid, or there shall otherwise be paid, to the Registered
Owners of the Bonds then Outstanding, the principal, redemption premium, if any, and interest to become due
thereon, at the times and in the manner stipulated in the Bond Resolution and in the Series Resolutions, then
the covenants, agreements and other obligations of the Administration to the Registered Owners of the Bonds
shall be discharged and satisfied. In such event, the Trustee shall pay over or deliver to the Administration all
money or securities held by it pursuant to the Bond Resolution which are no longer required for the payment
or redemption of Bonds not already then surrendered for such payment or redemption. [81101(a)]

Pursuant to the Bond Resolution, all Bondswill, prior to their maturity or redemption date, be deemed
to have been paid pursuant to the Bond Resolution if, among other things, thereis deposited with the Trustee
either money inanamount whichissufficient, or Government Obligationstheprincipal of andinterest onwhich
when due will provide money which, without reinvestment, when added to the money, if any, deposited with
such Trustee at the sametime, is sufficient to pay the principal of those Bonds at maturity, or on sinking fund
installment datesfor Term Bonds, or the principal, redemption premium, if any, and interest dueand to become
due on those Bonds on and prior to the redemption date or maturity date (or sinking fund installment dates for
Term Bonds) of the Bonds, as the case may be. [81101(b)]

Trustee

The Trustee is required to undertake the duties and obligations imposed upon it under the Bond
Resolution and each of the Series Resolutions. If an Event of Default has occurred and is continuing, the
Trusteeisrequiredto exercise such of therightsand powersvestedinit by the Bond Resolution, and isrequired
to usethe same degree of carethat a prudent personwould exercisein the circumstancesin the conduct of such
person’s own affairs. However, the Trustee is under no obligation or duty to perform any act which would
involveit in expense or liability, to institute or defend any action or suit in respect of the Bond Resolution or
Bonds, or to advance any of its own moneys, unless properly indemnified in accordance with the Bond
Resolution. The Bond Resolution provides that the Trustee will not be liable in connection with the
performance of its duties under the Bond Resolution, except for its own negligence or default. [88801-803]

TheTrusteemay resign and thereby becomedischarged fromthetrusts, by noticeinwriting to begiven
to the Administration and mailed, first class, postage prepaid, to all Registered Owners of Bonds at their
addresses asthey appear on theregistration books kept by the Trustee, not lessthan sixty (60) days beforesuch
resignation is to take effect, but such resignation will take effect immediately upon the appointment of a new
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Trustee, if such new Trustee is appointed before the time limited by such notice and then accepts the trusts.
TheBond Resolution providesthat no resignation of the Trusteeis effectiveif an Event of Default, or any event
which upon the passage of time would be an Event of Default has occurred and is continuing except upon the
consent of Owners of a mgjority in principal amount of the Outstanding Bonds. [8812]

Subject to the Bond Resolution, the Trustee may be removed at any time by an instrument or
concurrent instruments in writing executed by the Owners of not less than a majority in principal amount of
theOutstanding Bonds and filed with the Administration. A facsimilecopy of each suchinstrument isrequired
to be ddlivered promptly by the Administration to the Trustee. The Trustee may also be removed at any time
for reasonable cause by any court of competent jurisdiction upon the application of Owners of not less than
ten percent (10%) in aggregate principal amount of the Outstanding Bonds. The Trustee may be removed at
any time by the Administration (provided that the Administration is not in default under the Bond Resolution)
in its sole discretion by written notice to the Trustee. [8813]
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APPENDIX E
OUTSTANDING INDEBTEDNESS OF THE ADMINISTRATION
Outstanding Residential Revenue Bonds

Thefollowing tablesetsforth certaininformation relating to Bondsissued by the Administration under
the Bond Resolution outstanding as of January 1, 2000.

Effective Y ear Final Amount Amount
Bond Yidd of Issue M aturity Issued Outstanding
Residential Revenue Bonds
1997 SErieSA oot 5.750520% 1997 03/01/2017 $ 17,325,000 $ 17,325,000
1997 SeriesB oo 5.781810% 1997 09/01/2029 82,675,000 80,550,000 (1)
1998 SErieSA oo 5.302760% 1998 09/01/2017 4,640,000 4,640,000
1998 SeriesB ..o 5.363320% 1998 09/01/2030 75,565,000 74,325,000
1998 SerieSD oot 5.080895% 1998 09/01/2029 62,810,000 62,810,000
1999 SeieSC. i 4,981370% 1999 09/01/2015 2,665,000 2,665,000
1999 SerieSD oot 5.258230% 1999 09/01/2031 57,335,000 57,335,000
1999 SeriesE ..o 5.561570% 1999 09/01/2017 22,780,000 22,780,000
1999 SeriesF oot 5.883350% 1999 09/01/2031 57,220,000 57,220,000
1999 SeieSG .ot 3.650000% 1999 08/30/2000 76,585,000 76,585,000 (2)
1999 SeriesH ..o 6.185333% 1999 03/01/2031 60,000,000 60,000,000
1999 Series| v 4,050000% 1999 12/14/2000 30,000,000 30,000,000 (3)
Total Residential RevenueBondsOutstanding . . ... ..o oo $ 549,600,000 $ 546,235,000

Other Outstanding Bonds of the Administration

The following table sets forth certain information relating to Bonds issued by the Administration
under its other programs and outstanding as of January 1, 2000.

Effective Y ear Final Amount Amount
Bond Yidd of Issue M aturity Issued Outstanding
Single Family Program Bonds

1990 FrstSeries ...ovvvviiiiiee 7.43871% 1990 04/01/2017 $ 44,538,976 $ 33,166,536 (4)(6)
1990 Fourth Series................... 7.38486% 1990 04/01/2010 20,000,000 19,915,000 (6)
1991 FrstSeries ...ovveviiiee e 7.08488% 1991 04/01/2017 42,528,903 36,858,796 (4)
1991 Second Series ..o 7.44662% 1991 04/01/2023 26,355,000 7,610,000 (5)(6)
1991 ThirdSeries ................... 7.29720% 1991 04/01/2027 58,945,000 54,065,000

1991 Fourth Series. . .......coovvett 7.46759% 1991 04/01/2032 75,000,000 50,825,000 (5)(6)
1991 FfthSeries ..ot 6.70729% 1991 04/01/2011 32,020,000 31,675,000

1991 SixthSeries . ..., 7.24475% 1991 04/01/2030 44,624,866 23,439,132 (4)(6)
1992 FArst Series ..o 6.33503% 1992 04/01/2011 7,260,000 5,405,000

1992 Second Series ..., 6.56044% 1992 04/01/2011 37,740,000 24,245,000 (6)
1992 ThirdSeries ................... 6.59114% 1992 04/01/2017 10,350,000 8,910,000

1992 Fourth Series................... 6.83369% 1992 04/01/2017 10,415,000 7,625,000 (6)
1992 FfthSeries ... 6.61154% 1992 04/01/2012 4,495,000 4,495,000

1992 SixthSeries . ... 6.85500% 1992 04/01/2024 58,735,000 52,490,000 (6)
1992 Seventh Series ................. 6.47160% 1992 04/01/2012 4,630,000 4,630,000

1992 Eighth Series................... 6.80274% 1992 04/01/2024 30,745,000 27,210,000

1993 ThirdSeries ................... 4,91097% 1993 04/01/2017 82,000,000 59,095,000 (5)
1994 FrstSeries ...ovveviiie 5.65588% 1994 04/01/2017 100,000,000 71,510,000 (5)
1994 FourthSeries. . ......ooovev 6.23081% 1994 04/01/2014 38,295,000 38,295,000 (5)



Effective Y ear Final
Bond Yield  of Issue M aturity
1994 Fifth Series ..............coo.... 6.51511% 1994 04/01/2026
1994 Sixth Series . .......covvvvvnn... 6.87236% 1994 04/01/2017
1994 Seventh Series ................. 7.30132% 1994 04/01/2025
1994 Ninth Series ................... 5.94493% 1995 04/01/2019
1995 Frst Series . ...ovviiiii e 6.14504% 1995 04/01/2017
1995 Second Series .. ... 6.48797% 1995 04/01/2026
1995 Third Series ............ccvon... 6.10020% 1995 04/01/2027
1995 Fourth Series................... 6.14777% 1995 04/01/2017
1995 Fifth Series ...ttt 6.20863% 1995 04/01/2027
1996 Third Series ................... 6.05234% 1996 04/01/2017
1996 Fourth Series................... 6.51609% 1996 04/01/2028
1996 Fifth Series .................... 5.81514% 1996 04/01/2016
1996 Sixth Series . ........coovvvn... 6.29872% 1996 04/01/2028
1997 Frst Series . ..oovviiiii 5.52787% 1997 04/01/2018
1999 Frst Series ...oovviiiii e 5.241844% 1999 04/01/2029
1999 Second Series .. ... 4.940188% 1999 04/01/2017
1999 Third Series .............cc..... 4.80328% 1999 04/01/2021
Totd Single Family Program Bonds . ...ttt
Y ear Final
of Issue M aturity
Housing Revenue Bonds
SEESI996 A . e 1996 07/01/2023
SEies1996 B ... 1996 07/01/2028
SEiES 1997 A L e 1997 07/01/2039
SEiES1997 B .o e 1997 07/01/2039
SEiES1997 C e 1997 07/01/2039
SEiEST1998 A L 1998 01/01/2040
SEiES1999 A L e 1999 07/01/2041
SEieS1999 B .. 1999 07/01/2042
SEieS1999 C . e 1999 07/01/2040
Series1999D .. 1999 07/01/2042
Totad HousingRevenueBonds . ...... ...ttt
Multi-Family Housing Revenue Bonds
1985 SENESB .t 1985 05/15/2021
1989 SENES A .ttt 1989 05/15/2031
1989 SENiESB .\ttt 1989 05/15/2021
1990 SENES A .« vttt 1990 05/15/2032
1990 SENESB . vttt 1990 05/15/2022
1990 SEESC .ttt ettt 1990 05/15/2024
1990 SEiESD vt 1990 05/15/2032
1991 SENES A it 1991 05/15/2022
1991 SENESB vttt 1991 05/15/2021
1991 SErieSD vttt 1991 05/15/2022
1991 SENESE .\ttt 1991 05/15/2028
1991 SEESG . vttt ettt 1991 05/15/2023
1991 SarieSH vt 1991 05/15/2033
1992 SENES A vttt 1992 05/15/2033
1992 SENESB . vttt 1992 05/15/2022
1992 SEESC .ttt 1992 05/15/2033
1992 SEriESD vttt 1992 05/15/2027
1992 SENESE .\ttt 1992 05/15/2033
1992 SarieSF vt 1992 05/15/2024

Amount
Issued

$ 86,705,000
35,160,000
44,840,000
23,010,000
39,585,000
60,415,000
70,000,000
5,790,000
31,200,000
13,455,000
31,545,000
30,735,000
30,760,000
143,260,000
26,100,000
53,205,000
107,265,000

Amount
Outstanding

$ 65,080,000
31,855,000
30,070,000
21,275,000
39,585,000
47,670,000
65,840,000
5,790,000
28,615,000
12,970,000
29,745,000
30,400,000
26,635,000
122,300,000
26,100,000
53,205,000
99,310,000

$ 1,561,707,745

$ 1,297,909,464

Amount
Issued

$ 137,385,000
2,575,000
37,135,000
7,660,000
14,075,000
11,030,000
16,345,000
15,840,000
520,000
14,565,000

Amount
OQutstandin

$ 111,000,000
2,465,000
36,980,000
7,660,000
14,025,000
11,030,000
16,345,000
15,840,000
520,000
14,565,000

$ 257,130,000

$ 230,430,000

$ 45,196,888
8,825,000
1,390,000
7,795,000
2,045,000

16,660,000
27,153,636
2,310,000
3,970,000
3,500,000
23,730,000
2,170,000
4,900,000
23,140,000
2,165,000
6,475,000
11,955,000
1,175,000
7,745,000

$ 528,831
700,000
1,240,000
7,390,000
1,930,000
5,660,000
25,666,502
2,100,000
520,000
3,275,000
10,555,000
1,325,000
4,810,000
21,805,000
1,855,000
6,255,000
11,100,000
1,135,000
7,235,000

(5)(6)
®)
(5)(6)

®)
(5)(6)
(6)

(6)
(6)
(6)
(6)
®)

®)
©)(6)

™)

®)
9
©)

9
®)

©)



Y ear Final
of Issue M aturity

1992 SENIESG . v v v v vttt 1992 05/15/2019
1993 SENIES A oot 1992 05/15/2031
1993 SerieSB ..ot 1992 05/15/2034
1993 SErieSC . vttt 1993 05/15/2024
1993 SerieSD ..ot 1993 05/15/2024
1993 SErieSE ..ot 1993 05/15/2028
1993 SerieSF .ottt 1993 05/15/2020
1993 SENiESG . v v vt vttt 1993 05/15/2024
1993 SeriesH oot 1993 05/15/2026
1993 SerieS| vttt 1993 05/15/2023
1993 SENIEST vttt 1993 05/15/2024
1993 SeriesSK . vttt 1993 05/15/2025
1994 SEriES A oot 1994 05/15/2024
1994 SerieSB ..ot 1994 05/15/2025
1994 SerieSC .ottt 1994 05/15/2036
1994 SerieSD oot 1994 05/15/2025
1994 SerieSE ..ot 1994 05/15/2025
1994 SerieSF .ot 1994 05/15/2026
1995 SENIES A oottt 1995 05/15/2036
1995 SEriESB ..ottt 1995 05/15/2026
1995 SENiESC . v vttt 1995 05/15/2026
1995 SerieSD ..ot 1995 05/15/2027
1998 SENIES A oottt 1998 05/15/2029
1998 SEriESB . ..ottt 1998 05/15/2028

Tota Multi-Family Housing RevenueBonds .. ...

Infrastructure Financing Bonds (11)

1990 Series| (AMBAC INSUNEd) . .. ..o 1990  12/01/2020
1992 Series A (AMBAC INSUFEd) .. ..o, 1992  06/01/2022
1994 Series A (AMBAC INSUred) .. .................. 1994  06/01/2024
1995 Series A (AMBAC INSUred) .. ......oooeennee... 1995  06/01/2025
1996 Series A (MBIA INSUred) ...................... 1996  06/01/2026
1997 Series A (MBIA INSUred) .................c..... 1997  06/01/2027
1998 Series A (MBIA INSUred) ................c..... 1998  06/01/2018
1998 SeriesB (MBIA INSured) . ...............c..... 1998  06/01/2028
1998 Series C (MBIA INSUred) ...........oovevvee... 1998  12/01/2020
1999 Series A (MBIA INSUred) . .............ccveen.. 1999  06/01/2029

Total Infrastructure Fnancing Bonds . ...
Mortgage Revenue Obligations

FIrst Series ..o 1978 01/01/2020
Tota Mortgage Revenue Obligations . ...ttt

Multi-Family Development Revenue Bonds

1990 Issue A (CollegeEstates) ..........covvennnn. 1990 02/01/2020
1990 Issue B (MiddleBranchManor) ................ 1990 06/01/2020
1990 Issue C (Harbor City Townhomes) .............. 1990 06/01/2020
Series 1998 A (Auburn Manor Project) ............... 1998 10/01/2028
Series 1998 A (Lexington Terrace Project) . ............ 1998 10/01/2002
Series 1998 B (Lexington Terrace Project) . ............ 1998 10/01/2002
Series 1999 A (GNMA-Selborne House Project) ...... .. 1999 12/20/2040
Series 1999 B (SelborneHouse Project) .. ..o oottt 1999 10/01/2000

Tota Multi-Family Development RevenueBonds ... .......cooviiiiiiiiiiee. ..

Amount Amount
Issued Outstanding
$ 8,510,000 $ 7,575,000
17,050,000 10,400,000
24,740,000 22,160,000
8,420,000 8,050,000
57,000,000 49,695,000
2,500,000 2,325,000
4,510,000 3,955,000
2,000,000 1,905,000
23,895,000 21,600,000
1,535,000 1,320,000
2,380,000 2,195,000
2,790,000 1,050,000
1,770,000 1,620,000
13,915,000 12,060,000
11,890,000 11,410,000
2,450,000 2,290,000
13,380,000 12,240,000
14,955,000 14,640,000
16,345,000 16,110,000
11,630,000 11,095,000
1,855,000 1,780,000
2,550,000 2,480,000
13,260,000 13,260,000
8,615,000 8,615,000
$ 470,245,524 $ 354,915,333
$ 9,125,000 $ 4,503,067
9,045,000 5,490,000
8,030,000 6,590,000
3,975,000 3,130,000
8,405,000 7,765,000
9,860,000 9,185,000
6,320,000 5,975,000
30,320,000 28,820,000
2,845,000 2,265,000
6,985,000 6,985,000
$ 94,910,000 $ 80,708,067
$ 1,544,400 $ 1,243,416
$ 1,544,400 $ 1,243,416
$ 6,750,000 $ 6,450,000
12,350,000 11,750,000
4,150,000 3,900,000
11,000,000 10,840,000
11,100,000 11,100,000
3,900,000 3,900,000
2,150,000 2,150,000
750,000 750,000
$ 52,150,000 $ 50,840,000

©)
©)



Y ear Final Amount Amount

of Issue M aturity Issued Outstanding
Multifamily Development Revenue Refunding Bonds
Series 1997 (Avalon Lea Apartments Project) .......... 1997 06/15/2026 $ 16,835,000 $ 16,835,000
Series 1997 (Avalon Ridge Apartments Project) ........ 1997 06/15/2026 26,815,000 26,815,000
Series 1999 C (Westfield/Greens Projects) ............. 1999 12/01/2029 9,200,000 9,200,000
Total Multifamily Development Revenue RefundingBonds ... ...t $ 52,850,000 $ 52,850,000
Total Amount of Other BondsOutstanding . .........ovuueiie i $ 2,490,537,669 $ 2,068,896,280
Total Amount of Residential Revenue Bonds Outstanding (10) .................. ...t $ 549,600,000 $ 546,235,000
TOTAL AMOUNT OF ALL BONDSOUTSTANDING ... $ 3,040,137,669 $ 2,615,131,280
(1) A portion of this series of bonds was redeemed on February 15, 2000.
(2) Residentid Revenue Bonds 1999 Series G are short-term notes which may be redeemed prior to their maturity date

®

4
®

(6)
@)
®)
©)
(10)
(11

at any time on or after March 1, 2000.

Residential Revenue Bonds 1999 Series | are short-term notes which may be redeemed prior to their maturity date
at any time on or after June 1, 2000.

Includes Bonds for which the principal amount outstanding is based on accreted value as of October 1, 1999.

Certain prepayments of mortgage loans financed with the proceeds of such series of bonds are to be applied first to the
redemption of certain bonds within such series.

All or aportion of this series of bonds was redeemed on February 15, 2000.

A portion of this series of bonds was redeemed on January 31, 2000.

Includes Bonds for which the principal amount outstanding is based on accreted value as of November 15, 1999.
All or aportion of this series of bonds was redeemed on January 31, 2000.

See information under caption "Outstanding Residential Revenue Bonds' above.

On March 9, 2000, the Administration issued its Infrastructure Financing Bonds 2000 Series A (MBIA Insured) in the amount
of $8,065,000.

E-4



Bond Series

APPENDIX F

COMMUNITY DEVELOPMENT ADMINISTRATION
RESIDENTIAL REVENUE BONDS
TEN YEAR RULE PERCENTAGES

12/31/00 12/31/01 12/31/02

12/31/03 12/31/04 12/31/05 12/31/06 12/31/07 12/31/08 12/31/09 12/31/10

1997 Series A/B  70.61%
1998 Series A/B  57.10%
1998 SeriesD  77.73%
1999 Series C/D  43.86%
1999 SeriesE/F  70.53%
1999 SeriesH  10.00%

70.79%
58.35%
77.73%
43.86%
72.68%
18.89%

71.01%
59.64%
77.73%
43.86%
73.37%
18.89%

71.01%
59.64%
77.73%
43.86%
73.37%
18.89%

71.10%
60.62%
77.73%
43.86%
74.41%
19.24%

71.10%
63.40%
77.73%
43.86%
75.27%
19.24%

71.10%
63.55%
77.73%
43.86%
75.49%
19.24%

100.00% 100.00% 100.00% 100.00%
64.53% 100.00% 100.00% 100.00%
77.73% 100.00% 100.00% 100.00%
43.86% 44.33% 100.00% 100.00%
75.60% 76.09% 100.00% 100.00%
19.51% 19.98% 100.00% 100.00%

Percentages represent the amount of each repayment of principal and prepayment received in each series which must be used to
pay the principal portion of debt service or redeem bonds of that series. Percentages are requirements as of December 31 of each

year.
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APPENDIX G

FHA MORTGAGE INSURANCE PROGRAM,
VA HOME LOAN GUARANTY PROGRAM
AND USDA/RD MORTGAGE GUARANTEE PROGRAM

I ntroduction

The Administration has prepared the following description of the FHA mortgage insurance
program, theVA HomeL oan Guar anty Programand theUSDA/RD M ortgage Guar anty Program. This
descriptionisonly a brief outline and does not purport to summarize or describeall of the provisions of
these programs, and the Administration does not warrant or represent the accuracy or completeness of
such description. For amore complete description of thetermsof thisprogram, referenceismadeto the
provisions of the insurance and guaranty contracts embodied in the regulations of FHA, VA and
USDA/RD, respectively, and of the regulations, master insurance contracts and other such applicable
information. Mortgage L oans made or purchased by the Administration with the proceeds of the 2000 Series
Bondsarelimited by the Bond Resolutionsto insurance under the FHA insurance program, theVA HomeL oan
Guaranty Program, and the USDA/RD Guarantee Program (described below). However, theBond Resolution
does not require that a L oan financed in the future be secured by Credit Enhancement. Credit Enhancement
of all or aportion of aLoan, if any, will be provided in accordance with the provisions therefor set forth inthe
Series Resolution authorizing a particular Series of Bonds. Credit enhancement of Loans includes (but is not
limited to) any credit enhancement, insurance, guaranty, risk-sharing arrangement or any other form of credit
support for a Loan (or any portion thereof) as provided in any Series Resolution or Supplemental Resolution
and it is possible that insurance benefits under other federal, State or private programs in which the
Administration may participate could have different terms.

FHA Mortgage | nsurance Program

Section 221 and Section 203 of the National Housing Act, asamended (the"Housing Act"), authorize
the FHA to insure mortgage loans of up to 40 years for the purchase of oneto four family dwelling units, or
30 yearsif the mortgageis not approved for insurance prior to construction. The regulations promulgated to
implement the Housing Act provide for insurance of mortgage loans for up to 30 years.

Mortgage L oans under Sections 221 and 203 shall bear interest at arate agreed upon by the mortgagee
and Borrower. MortgageL oans under any of theforegoing programs must bein conformity with themaximum
mortgage loan amount limitations and minimum downpayment requirements specified inthe Housing Act and
the regulations promulgated thereunder. 1n addition, the Borrower must establish to the satisfaction of FHA
that his or her income is adequate to meet the periodic payments required on the mortgage loan.

Under theterms of theforegoing program, the mortgagee, upon adefault by the Borrower, is required
to take certain actions, and is subject to certain limitations, before the mortgagee is entitled to initiate
foreclosure proceedings or to claim insurance benefits. The mortgagee is subject to certain requirements and
limitations, including the following: (1) the mortgagee must give notice of default to the Borrower and make
reasonable efforts to conduct a face-to-face interview with the Borrower; (2) the mortgagee is required to
undertake a pre-foreclosure review to ensure compliance with applicable requirements; and (3) the mortgagee
may not commenceforeclosureuntil at least three full monthly installments arein default. Inaddition, various
types of forbearance may be required, including a reduction in mortgage payments, recasting the mortgageto
reduce payments, temporary mortgage assistance payments, or pre-foreclosure sale. The mortgage also is



subject to reinstatement until completion of foreclosure proceedings. The Housing Act gives discretionary
authority to the Secretary of the United States Department of Housing and Urban Development ("HUD") to
settle claims for insurance benefits under mortgages insured under Sections 221 and 203 either in cash or
debentures. Regulations under Section 221 provide for settlement of insurance benefits in cash unless the
mortgageerequests payment in debentures. Regulationsunder Section 203 permit such settlement, at theoption
of HUD, either in cash, in HUD debentures, or in a combination of both, but claim payments under Section
203 currently are being made in cash. HUD debentures bear interest at the rate in effect as of the time of
origination of the mortgage loan or when the mortgage loan is endorsed, whichever rateis higher.

Insurance benefits are paid on foreclosure and conveyance of title. The amount of benefits paid by
FHA on conveyed properties, except in certain circumstances as described below, is equal to the unpaid
principal amount of the mortgageloan plus certain tax, insurance and other payments made by the mortgagee,
a percentage of any foreclosure expenses incurred by the mortgagee, which percentage shall be determinedin
accordance with such terms as HUD shall prescribe, and reasonable expenses incurred by the mortgagee for
the preservation, protection and operation of the properties prior to conveyance, as well as interest from date
of default at a rate equivalent to the debenture interest rate (which may be less than the interest rate of the
insured mortgageloan), less certain amounts received or retained by the mortgageein respect of the mortgaged

property.

When any property to be conveyed tothe FHA has been damaged by fire, earthquake, flood or tornado,
it isgenerally required, as a condition to payment of an insurance claim, that such property berepaired by the
mortgagee prior to such conveyance.

VA Home L oan Guaranty Program

The Servicemen's Readjustment Act of 1944, as amended, permits a veteran (or in certain instances,
the veteran’s spouse) to obtain aloan guarantee by the VA covering mortgage financing of the purchase of a
one-to-four family dwelling unit at interest rates permitted by the VA. The program has no mortgage loan
limits, requires no down payment from the purchaser and permits the guarantee of mortgage loans with terms
of up to 30 years and 32 days. The maximum guarantee that may beissued by the VA under this programis
based onthesizeof themortgageloanwhichis, at present, asfollows: (1) 50% of theoriginal principal amount
of the mortgage loan for a mortgage loan of not more than $45,000; (2) $22,500 for a mortgage loan greater
than $45,000 but not more than $56,250; (3) the lesser of $36,000 or 40% of the original principal amount of
the mortgage loan for a mortgage loan greater than $56,250 but not more than $144,000; and (4) the lesser of
$50,750 or 25% of the original principal amount of the mortgage loan for a mortgage loan in excess of
$144,000. Theliability ontheguaranteeisreduced or increased pro rata with any reduction or increasein the
amount of theindebtedness, but in no event will theamount payable on the guarantee exceed the amount of the
original guarantee. Notwithstanding the dollar and percentage limitations of the guarantee, a mortgage lender
will ordinarily suffer a monetary loss only where the difference between the unsatisfied indebtedness and the
proceeds of aforeclosure sale of amortgaged premisesisgreater thanthe original guarantee, as adjusted. The
VA may, at its option and without regard to the guarantee, make full payment to a mortgage lender of
unsatisfied indebtedness on a mortgage upon its assignment to the VA.

USDA/RD Mortgage Guar antee Program
TheCranston-Gonzalez National AffordableHousing Act of 1990 authorized the establishment of the

USDA/RD Guaranteed Rural Housing Loan Program. Households with annual incomes at or below one
hundred fifteen percent (115%) of median area income are digible for these loans, subject to the geographic



restrictions described below. Households with annual incomes at or below eighty percent (80%) of the area

median incomemay bedligiblefor interest assistance, in addition to theloan guarantee. Theinterest assistance

paid monthly by USDA/RD to the loan servicer reducesthe borrower’s effective interest rate. The amount of
interest rate reduction is dependant upon the households’ annual income, which is re-certified by the loan
servicer annually. No funds currently are available for interest assistance.

The USDA/RD Guaranteed Rural Housing Loan Program is limited to only certain rural areas of the
State. Any city, place, town or village classified as rural prior to Octol&90, with a population exceeding
10,000 but not in excess of 25,000, which is rural in characiebeaconsidered rural until the yead00.
Any city, place, town or village with a population in excess 0000,and determined to be urban prior to
August 2, 1991 W not be considered an eligible rural area.

The USDA/RD guarantee covers the lesser of (a) any loss equal to ninety percent (90%) of the original
principal amount of the loan or (b) any loss in full up to thirty-five percent (35%) of the original principal
amount of the loan plus any additional loss on the remaining sixty-five (65%) to be shared approximately
eighty-five percent (85%) by USDA/RD and approximately fifteen percent (15%) by the mortgagee.

USDA/RD does not accept conveyance of the property, but rather pays the lender’'s claim upon
foreclosure. The claim payment includes certain actual costs incurred by the lender prior to foreclosure,
including interest expense, and an allowance for the costs associated with liquidating the property. The claim
payment amount is based on the net sales proceeds if the property is sold within six (6) months, or if no sale
occurs within six (6) months, the claim payment amount is determined according to a formula based upon an
appraisal of the property performed by USDA/RD. The lender’s actual disposition costs may be higher than
the USDA/RD claim payment.
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COMMUNITY DEVELOPMENT ADMINISTRATION
RESIDENTIAL REVENUE BOND PROGRAM FUND

FINANCIAL STATEMENTS
AS OF JUNE 30, 1999 AND JUNE 30, 1998
TOGETHER WITH REPORT OF
INDEPENDENT PUBLIC ACCOUNTANTS
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ARTHUR ANDERSEN LLP

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Office of the Secretary of the
Department of Housing and Community Development:

We have audited the accompanying balance sheets of the Community Development Administration
Residential Revenue Bond Program Fund (the Fund) as of June 30, 1999 and 1998, and the related
statements of revenues, expenses and changes in fund equity and cash flows for the year ended June
30, 1999, and for the period August 1, 1997 (date of inception) to June 30, 1998. These financial
statements are the responsibility of the Fund's management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Community Development Administration Residential Revenue Bond
Program Fund as of June 30, 1999 and 1998, and the results of its operations and its cash flows for
the year ended June 30, 1999, and for the period August 1, 1997 (date of inception) to June 30, 1998,
in conformity with generally accepted accounting principles.

The Year 2000 supplementary information on page 7 is not a required part of the basic financial
statements but is supplementary information required by the Governmental Accounting Standards
Board (GASB), and we did not audit and do not express an opinion on such information. Further,
we were unable to apply to the information certain procedures prescribed by professional standards
because disclosure criteria specified by GASB Technical Bulletin 98-1 as amended are not
sufficiently specific to permit meaningful results from the prescribed procedures. In addition, we
do not provide assurance that CDA is or will become Year 2000 compliant, that CDA’s Year 2000
remediation efforts will be successful in whole or in part, or that parties with which CDA does
business are or will be Year 2000 compliant.

e

Baltimore, Maryland,
September 22, 1999



COMMUNITY DEVELOPMENT ADMINISTRATION

RESIDENTIAL REVENUE BOND PROGRAM FUND

BALANCE SHEETS

AS OF TUNE 30, 1999 AND 1998
{(in thousands)

1999 1998
ASSETS:
Cash on deposit with trustees $ 1,814 % 688
Investments 267,338 166,926
Mortgage loans - single-family 175,054 56,547
Accrued interest and other receivables 4,736 3,979
Deferred bond issuance costs 2,868 1,698
Total assets § 451810 § 229,838
LIABILITIES AND FUND EQUITY:
Accrued interest payable $ 5793 % 4,358
Accounts payable 472 -
Bonds payable 405,085 213,666
Due to other funds 26,595 -
Total liabilities 437,945 218,024
COMMITMENTS AND CONTINGENCIES
Fund equity 13,865 11,814
Total liabilities and fund equity § 451810 $ 229,838

The accompanying notes are an integral part of these balance sheets.



COMMUNITY DEVELOPMENT ADMINISTRATION

RESIDENTIAL REVENUE BOND PROGRAM FUND

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND EQUITY

FOR THE YEAR ENDED JUNE 30, 1999

AND FOR THE PERIOD AUGUST 1, 1997 (DATE OF INCEPTION) TO JTUNE 30, 1998
{in thousands)

1999 1998
REVENUES:
Interest on mortgage loans o 6967 % 1,154
Interest on investments 10,025 7462
Loan fees 37 4
Other income 66 21
Total revenues 17,095 8,641
EXPENSES:
Interest on bonds payable 13,841 6,841
Trustee, legal and mortgage servicing costs 396 62
Amortization of bond issuance costs 167 61
Other expense 886 -
Total expenses 15,290 6,964
Income before extraordinary item ] 1,805 1,677
EXTRAORDINARY ITEM - loss on early extinguishments of
bonds payable (14) -
Net income 1,791 1,677
Transfers of funds, net, at CDA’s discretion, in accordance with the
General Certificate of Revenue Bond Authorization and the
Certificate of General Authorization 260 10,137
FUND EQUITY, beginning of period 11,814 -
FUND EQUITY, end of period $ 13865 % 11,814

The accompanying notes are an integral part of these statements.



COMMUNITY DEVELOPMENT ADMINISTRATION

RESIDENTIAL REVENUE BOND PROGRAM FUND

STATEMENTS OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30, 1999

AND FOR THE PERIOD AUGUST 1, 1997 (DATE OF INCEPTION) TO JUNE 30, 1998
(in thousands)

1999 1998

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income S 1,791 § 1,677
Adjustments to reconcile net income to net cash
used in operating activities-

Purchase and origination of mortgage loans (122,183) (57,199)
Repayment of mortgage loans 2,771 226
Interest on investments (10,025) (7,462)
Increase in accrued interest and other receivables (757) {3,979)
Increase in due to other funds 26,595 -
Increase in other liabilities 472 -
Deferred loan fees collected 942 430
Transfer of funds 260 10,137
Amortization of deferred loan fees (37) (4)
Amortization of deferred bond issuance costs 167 61
Interest expense 13,845 6,841
Net cash used in operating activities (86,159 {49,272)
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from maturity and sale of investments 158,740 177,510
Purchase of investments (232,557} (224,633)
Interest on investments 10,025 7,462
Investments transferred {26,595) {119,803)
Net cash used in investing activities {90, 387) {159,464)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Proceeds from the sale of bonds 225,129 213,666
Principal payments (33,710) -
Decrease in deferred bond issuance costs due to redemption
of related bonds 14 -
Bond issuance costs (1,351) (1,759)
Interest payments (12,410) (2,483)
Net cash provided by noncapital financing activities 177,672 209,424
Net increase in cash on deposit with trustees 1,126 688
CASH ON DEPOSIT WITH TRUSTEES, beginning of period 688 -
CASH ON DEPOSIT WITH TRUSTEES, end of period % 1814 § 688

The accompanying notes are an integral part of these statements.



COMMEUNITY DEVELOPMENT ADMINISTRATION

RESIDENTIAL REVENUE BOND PROGRAM FUND

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 1999 AND 1998
(in thousands)

1. PROGRAM DESCRIPTION:

The Community Development Administration (CDA) was created in 1970 by Sections 266 DD-1 to
266 DD-8 of Article 41 of the Annotated Code of Maryland to meet the shortage of adequate, safe
and sanitary housing in the State of Maryland, particularly for persons or families of limited
income. CDA is a division of the Department of Housing and Community Development (DHCD)
of the State of Maryland.

The accompanying financial statements only include CDA's Residential Revenue Bond Program
Fund (the Fund), which was established on August 1, 1997. CDA's other programs are not
included. The Fund was established to issue bonds to primarily originate or purchase single family
loans.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Presentation

The Fund is set up primarily in accordance with CDA's enabling legislation and the various note
and bond certificates. The Fund is an enterprise fund of the State of Maryland and uses the accrual
basis of accounting.

Investments

Investments are stated at market, based on quoted market prices. The cost of securities sold is
determined by the specific identification method.

Loan Fees

Loan fees are deferred over the life of the related loans and amortized using the effective interest
rate method.

Bond Issuance Costs

Expenses incurred in issuing bonds are capitalized and amortized on a straight-line basis over the
lives of the respective bond issues.



Allowance for Loan Losses

Substantially all the mortgage loans of the Fund are insured or guaranteed by agencies of the U.S.
Government, the State of Maryland or private insurers. As such, no allowance for loan losses was
necessary as of June 30, 1999 and 1998.

Administrative Support

In addition to expenses incurred directly by the Fund, CDA receives certain support services from
other divisions of DHCD. The cost of these services are allocated to CDA’s General Bond Reserve
Fund based on the size and level of activity of all of CDA’s Revenue Obligation Funds, relative to
the other programs of CDA and DHCD. The General Bond Reserve Fund records these expenses as
invoiced by DHCD for the fiscal year.

For the year ended June 30, 1999 and 1998, the allocation to CDA's General Bond Reserve Fund was:

1999 1998
Salaries and related costs % 5,952 % 5,510
General and administrative expenses 2,245 2,240

$ 5197 % 7,750

The employees of CDA are covered by the Maryland State Retirement and Pension System (the
System}. Additional information about the Svstem is presented in the State of Maryland's
Comprehensive Annual Financial Report and in the Consolidated Annual Report of the Maryland
State Retirement and Pension Systems.

The retirement benefit cost of employees is included in the salaries and related costs allocation
discussed above. This allocation includes the Fund’s total liability relating to the System as of

June 30, 1999 and 1998,

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions. These estimates and assumptions affect
the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues, expenses, gains and
losses during the reporting period. While actual results could differ from these estimates,
management believes that actual results will not be materially different from amounts provided in
the accompanying financial statements.



3. CASH AND INVESTMENTS:

Proceeds from bonds are invested in authorized investments as defined in the respective indentures
until required for financing projects, redemption of outstanding bonds and notes, and funding
program expenses. Authorized investments include obligations of the U.S. Treasury, U.S.
Government agencies and corporations, political subdivisions of the U.S., bankers acceptances,
repurchase agreements, corporate debt securities and certificates of deposit with foreign or
domestic banks.

As of June 30, 1999 and 1998, the Fund had $1,814 and $688, respectively, held in authorized
investments by the trustee.

As of June 30, 1999 and 1998, the amortized cost and fair value of the Fund’s investments securities
sold under repurchase agreements was $267,338 and $267,338 and $166,926 and $166,926,
respectively. The maturities of these investments range from one to thirty-two years.

All investments are held by the trustee for the Fund and are registered in the name of the fund
trustee.

Investments are classified as to credit risk by the three categories described below:

Category 1 - Insured or registered, with securities held by CDA or its agent in CDA’s name.
Category 2 — Uninsured and unregistered, with securities held by the counterparty’s trust
department in CDA’s name.

Category 3 - Uninsured and unregulated, with securities held by the counterparty, or by its trust
department or agent, but not in CDA’s name.

All investments of the Fund are classified as Category 1.

4. MORTGAGE LOANS:

Substantially all the mortgage loans are secured by first liens on the related property and are
insured or guaranteed by either the Federal Housing Administration, the Federal Home Loan
Mortgage Corporation or the Maryland Housing Fund. Interest rates on such loans range from
4.0% to 6.4%, with maturities ranging up to 30 years.

5. BONDSPAYABLE:

The bonds issued by CDA are special obligations of CDA and are payable from the revenues and
special funds of the applicable program. These bonds and notes do not constitute debt of, and are
not guaranteed by the State of Maryland, any other program or any political subdivision. The
following table summarizes the outstanding debt of the Fund, as of June 30, 1999 and 1998:

1999

1997 Series A dated August 1, 1997.
$17,325 term bonds due March 1, 2017, with interest at
5.60%. $ 17.325



1997 Series B dated August 1, 1997.
$17,700 due serially from 2000 to 2009, with interest
rates of 4.40% to 5.25%; $8,920 term bonds due
September 1, 2019, with interest at 5.05%; $26,975 term
bonds due September 1, 2025, with interest at 5.875%;
$28,750 term bonds due September 1, 2029, with interest
at 5.875%.

1998 Series A dated January 1, 1998.
$2,445 due serially from 2010 to 2014, with interest rates
of 4.70% to 5.00%; $2,195 term bonds due September 1,
2017, with interest at 5.05%.

1998 Series B dated January 1, 1998.
$19,045 due serially, net of $75 unamortized premium,
from 1999 to 2012, with interest rates of 3.85% to 5.00%,
$10,325 term bonds due September 1, 2018, with interest
at 4.50%; $16,470 term bonds due September 1, 2023,
with interest at 5.30%; $12,000 term bonds due March 1,
2030, with interest at 5.35%; $17,800 term bonds due
September 1, 2030, with interest at 5.35%.

1998 Series D dated December 1, 1998.
$12,850 due serially from 2001 to 2010, with interest
rates of 3.8% to 4.65%; $14,460 term bonds due March 1,
2018, with interest at 5.15%; $11,600 term bonds due
September 1, 2022, with interest at 4.5%; $3,000 term
bonds due March 1, 2029, with interest at 5.25%; $20,900
term bonds due September 1, 2029, with interest at
5.25%.

1999 Series A dated January 7, 1999.
$22,780 bonds due January 14, 2000, with interest rate of
3.05%.

1999 Series B dated January 7, 1999.
$79,590 bonds due January 14, 2000, with interest rate of
3.15%.

1999 Series C dated May 1, 1999.
$915 due serially from 2011 to 2012, with interest rates of
4.7% to 4.8%; $1,750 term bonds due September 1, 2015,
with interest at 4.95%.

$ 82345

4,640

75,640

62,810

22,780

79,590

2,665



1999 Series D dated May 1, 1999,
$10,855 due serially from 2001 to 2012, with interest
rates of 3.7% to 5.0%; $9,955 term bonds due
September 1, 2019, with interest at 5.25%; $12,175 term
bonds due September 1, 2024, with interest at 5.375%;
$10,000 term bonds due March 1, 2028, with interest at
4.8%; $8,000 term bonds due March 1, 2031, with interest
at 5.4%; $6,305 term bonds, net of unamortized discount
of $45, with interest at 5.4%.

Total

Residential Revenue Bond Program Fund - 1998

1997 Series A dated August 1, 1997.
$17,325 term bonds due March 1, 2017, with interest at
5.60%.

1997 Series B dated August 1, 1997.
$17,700 due serially from 2000 to 2009, with interest
rates of 4.40% to 5.25%; $9,000 term bonds due
September 1, 2019, with interest at 5.05%; $26,975 term
bonds due September 1, 2025, with interest at 5.875%;
$29,000 term bonds due September 1, 2029, with interest
at 5.875%.

1998 Series A dated January 1, 1998.
$2,445 due serially from 2010 to 2014, with interest rates
of 4.70% to 5.00%; $2,195 term bonds due September 1,
2017, with interest at 5.05%.

1998 Series B dated January 1, 1998.
$19,051 due serially, net of $81 unamortized premium,
from 1999 to 2012, with interest rates of 3.85% to 5.00%,
$10,325 term bonds due September 1, 2018, with interest
at 4.50%; $16,470 term bonds due September 1, 2023,
with interest at 5.30%; $12,000 term bonds due March 1,
2030, with interest at 5.35%; $17,800 term bonds due
September 1, 2030, with interest at 5.35%.

1998 Series C dated February 12, 1998.
$33,380 subject to remarketing on April 1, 1999, with
interest at 3.80%.

Total

5 57,290
$__ 405,085

$ 17325

82,675

4,640

75,646

33,380

$ 213,666
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As of June 30, 1999, the required principal payments including mandatory sinking fund payments

for each of the next five vears are as follows:

For the Year Ended June 30,
2000 2001 2002 2003 2004

$ 104195 % 3200 & 3980 % 4,885 § 5,105

All outstanding bonds are subject to redemption at the option of CDA, as a whole at any time after
certain dates or in part on any interest payment date, as specified in the respective series certificates.
The prescribed redemption prices range from 100% to 101.5% of the principal amount.

6. REDEMPTION OF BONDS:

The provisions of the bond certificates require or allow for the redemption of bonds through the use
of unexpended bond proceeds and excess funds accumulated primarily through repayment of
mortgage loans. Series 1997 B and 1998 C bonds were redeemed during the year ended June 30,
1999. No bonds were redeemed during the year ended June 30, 1998.

7. COMMITMENTS AND CONTINGENCIES:

As of June 30, 1999, the Fund had excess arbitrage for certain Residential Revenue Bonds which are
subject to rebate. As of June 30, 1999, an estimated liability of $472 for potential excess arbitrage
subject to rebate has been recorded in accounts payable in the accompanying balance sheet.

8. PENSION AND OTHER POSTRETIREMENT BENEFITS:

Eligible employees of CDA and employees of the State of Maryland are covered under the
retirement plans of the State Retirement and Pension System of Maryland (Systemn) and are also
entitled to certain healthcare benefits upon retirement. CDA’s only liability for retirement and
postemployment benefits is its required annual contribution, which it has fully funded during the
years ended June 30, 1999 and 1998. The System prepares a separate audited Comprehensive
Annual Financial Report which can be obtained from the State Retirement and Pension System of
Maryland, 301 West Preston Street, Baltimore, Maryland 21201.

9. SUBSEQUENT EVENTS:

On July 12, 1999, CDA redeemed the following bonds:

1967 Series B $ 1,020
1998 Series B 160

On August 31, 1999, CDA issued the following bonds:
1999 Series E § 22,780

1999 Series F 57,220
1999 Series GG 76,585
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COMMUNITY DEVELOPMENT ADMINISTRATION

RESIDENTIAL REVENUE BOND PROGRAM FUND

SUPPLEMENTAL DISCLOSURE OF YEAR 2000 COMPLIANCE

NE 30, 1999
(Unaudited)

CDA is an agency within the division of Development Finance of the Maryland Department of
Housing and Community Development (the Department). Year 2000 issues are being approached
on a Department-wide basis. The Department has completed an inventory of its internal systems
(including computer software and hardware and embedded chips) in an effort to identify systems
that may be affected by Year 2000 issues. Using this inventory, the Department worked with an
outside consultant to assess necessary remediation measures. Based on the consultant’s report, the
Department has developed and implemented remediation plans. The Department is in the process
of completing remediation work and testing computer hardware and software. The Department
expects to continue working on implementation and testing throughout 1999,

As part of this process, the Department has identified systems with particular significance to the
process of payment of bonds issued by CDA. In this regard, the Department’s major outside
vendor has provided remediated programs for customer software packages used in connection with
bond finance. In addition, in-house applications developed by the Department are being tested.
Departmental testing for the custom software packages is under way and will continue throughout
1999. The process of assessing the impact of the Year 2000 issue with respect to other significant
parties, including the Department’s bond trustees, the Depository Trust Company, investment
providers, loan servicers, property managers, local governments and credit enhancers is in
progress. The Department also is in the process of testing data interfaces with servicers. In
addition, the Department is assessing the impact of the Year 2000 issue on the receipt and payment
of funds received from the federal government, internal systems or such third parties to complete
remediation could have a material negative impact on CDA’s ability to collect payments due to it
and remit funds to bondholders on a timely basis. The Department has developed a business
continuity plan and has critical business processes and alternatives that may be pursued in the
event of a disruption to internal or external systems. The business continuity plan will be refined
throughout 1999 as needed.

To date, the Department has expended approximately $1 million of its budgeted funds on
remediation (including upgrade of computer hardware and software). In addition, on a statewide
basis, the State of Maryland appropriated funds for fiscal years 1998 and 1999 to provide additional
Year 2000 funds to State agencies where approved through the State’s Year 2000 Program
Management Office (“PMO”). The PMO has paid approximately $100,000 thus far towards the
Department’s assessment efforts, and has approved additional funds of approximately $1.5 million
for remediation of computer hardware and software. In addition, the PMO has approved a contract
for approximately $373,000 to assist the Department in identifying critical business processes and
developing and testing contingency plans. Additional funds may be needed in the future to
continue remediation and risk management activities.

To the extent applicable, this statement constitutes a “Year 2000 Readiness Disclosure” within the
meaning of Public Law 105-271 (the “Year 2000 Information and Readiness Disclosure Act”) enacted
into law by the United States Congress. The Year 2000 Readiness Disclosure may be updated from
time to time on the Department’s website at http:/ /www.dhcd.state.md.us.
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COMMUNITY DEVELOPMENT ADMINISTRATION
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COMMUNITY DEVELOPMENT ADMINISTRATION

RESIDENTIAL REVENUE BONDS PROGRAM FUND

BALANCE SHEETS

AS OF DECEMBER 31, 1999 AND JUNE 30, 1999

(in thousands)

12/31/1999 06/30/1999
UNAUDITED AUDITED
ASSETS:
Cash on deposit with Trustee $ 6,337 $ 1,814
Investments 291,374 267,338
Mortgage Loans Receivable:

Single Family 279,609 175,054
Accrued interest and other receivables 6,430 4,736
Deferred bond issuance costs 4,155 2,868

Total Assets 5 587,905 $ 451,810
LIABILITIES AND FUND EQUITY:
Accrued interest payable $ 8,334 ] 5,793
Accounts Payable - 472
Bonds payable 546,244 405,085
Due to other funds 17,175 26,595
Total Liabilities 571,753 437,945
Fund equity 16,152 13,865
Total Liabilities and Fund Equity h 587,905 $ 451,810

The accompanying notes are an integral part of these balance sheets.



COMMUNITY DEVELOPMENT ADMINISTRATION
RESIDENTIAL REVENUE BONDS PROGRAM FUND

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND EQUITY
FOR THE SIX MONTHS ENDED DECEMBER 31, 1999 AND DECEMBER 31, 1998

{(in thousands)

12/31/1999 12/31/1998
UNAUDITED UNAUDITED
REVENUES:
Interest on Mortgage Loans $ 6,881 h 2,734
Interest on investments 7,117 3,705
Other Income 28 34
Loan Fees 33 11
Increase (decrease) in fair value of investments (361) -
Total revenues 13,698 6,484
EXPENSES:
Interest on bonds payable 11,355 5,512
Trustee, legal, and mortgage servicing fees 388 155
Amortization of bond issuance and other deferred costs 126 63
Other Expense 447 -
Total expenses 12,316 5,730
Net income (loss) before extraordinary item 1,382 754
EXTRAORDINARY ITEM - loss on early extinguishment
of bonds payable @an -
Net Income (loss) 1,335 754
TRANSFER of funds, net, at CDA's discretion, in accordance 9352 305
with the General Certificate of Revenue Bond Authorization
and the Certificate of General Authorization
FUND EQUITY, beginning of period 13,865 11,814
FUND EQUITY, end of period 3 16,152 $ 12,873

The accompanying notes are an integral part of these unaudited statements.



COMMUNITY DEVELOPMENT ADMINISTRATION
RESIDENTIAL REVENUE BONDS PROGRAM FUND
NOTES TO UNAUDITED INTERIM FINANCIAL STATEMENTS

(in thousands)

1. Basis of Presentation:

In the opinion of management, the accompanying interim financial statements of the
Community Development Administration Residential Revenue Bonds Program Fund
present fairly the financial position at December 31, 1999 and the results of its operations
for the six months ended December 31, 1999 and December 31, 1998. These interim
financial statements include all adjustments, consisting only of normal recurring
adjustments, necessary for a fair presentation of the financial position and results of
operations. The December 31, 1999 statements are unaudited, and certain information
and footnote disclosures normally included in the annual financial statements have been
omitted. Readers of these statements should refer to the financial statements and notes
thereto as of June 30, 1999 and June 30, 1998 and for the years then ended, which have
been included elsewhere in this disclosure. The results of operations presented in the
accompanying financial statements are not necessarily representative of operations for an
entire year.

2, Mortgage Loans Receivable:

During the six months ended December 31, 1999, the Administration purchased single
family loans in the amount of $107,672.

3. Bonds Payable:

During the six months ended December 31, 1999, the Administration issued $246,585 of
Residential Revenue Bonds, which are due in varying amounts from August 30, 2000 to
September 1, 2031, bearing interest at rates ranging from 3.65% to 6.25%.

On July 12, 1999 and October 15, 1999, the Administration redeemed, prior to maturity,
$1,180 and $103,145, respectively, of Residential Revenue Bonds. Extraordmary losses
of $10 and $37 were incurred respectively.

4. Subsequent Events:

On February 15, 2000, the Administration expects to redeem $75 of Residential Revenue
Bonds.
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APPENDIX |

PROPOSED FORMS OF OPINIONS OF BOND COUNSEL
FOR 2000 SERIES BONDS

[Letterhead of Ballard Spahr Andrews & Ingersoll, LLP, Philadelphia, Pennsylvania)

March __, 2000
Community Development Administration
Department of Housing and Community Development
State of Maryland
100 Community Place
Crownsville, Maryland 21032

$7,965,000
Community Development Administration
Maryland Department of Housing and Community Devel opment
Residential Revenue Bonds
2000 Series A (Non-AMT)

Ladies and Gentlemen:

We have acted as Bond Counsd in connection with theissuance and sale by the Community
Development Administration (the"Administration"), an agency inthe Division of Development Finance of the
Department of Housing and Community Development (the "Department™), a principal department of the
government of the State of Maryland (the" State'"), of $7,965,000 aggregate principal amount of its Residential
Revenue Bonds, 2000 Series A (Non-AMT) (the "2000 Series A Bonds'). With the proceeds of the 2000
Series A Bonds, the Administration will currently refund or pay at maturity all or a portion of certain series
of bonds (the "Prior Bonds") previously issued by the Administration, as a result of which $7,808,800
representing prepaymentsand repaymentsof mortgage |l oansfinanced with the proceeds of such Prior Bonds
will be transferred to the 2000 Series A Program Account of the Program Fund and $156,200 will be
transferred to the Reserve Fund. Funds in the Program Fund will be made available to make or purchase
mortgage loans (the "Mortgage Loans") to finance the acquisition of single-family residences located in the
State.

The 2000 Series A Bonds are being issued under and pursuant to (1) Sections 2-201 through
2-208 of Article83B of the Annotated Codeof Maryland, as amended (the"Act"), (2) theBond Resolution (the
"Bond Resolution"), adopted by the Administration as of August 1, 1997 and accepted by Allfirst Bank,
Baltimore, Maryland, as trustee (the "Trusteg"), and (3) the Series Resolution Providing for the I ssuance and
Sale of $7,965,000, Principal Amount of Residential Revenue Bonds 2000 Series A adopted as of March 1,
2000 (the " Series Resolution™), pursuant to which the 2000 Series A Bonds are authorized to beissued. The
Bond Resolution and the Series Resolution are referred to collectively as the Bond Resolutions.

The 2000 Series A Bonds mature, bear interest and are subject to redemption as provided
therein and inthe Bond Resolutions. The 2000 Series A Bonds areissuable as fully registered bonds without
coupons in the denominations of $5,000 each or any integral multiple thereof. Principal of, premium, if any,
andinterest on the 2000 Series A Bonds will be paid as provided in the Bond Resolutions by the Trusteeto the



personsinwhose namesthe 2000 Series A Bonds areregistered on theregistration books of the Administration
maintained by the Trustee.

Thelnternal Revenue Codeof 1986, asamended (the" Code"), establishes certainrequirements
which must be met on a continuing basis subsequent to the delivery of the 2000 Series A Bonds for interest on
the 2000 Series A Bondsto be excluded from grossincomefor federal incometax purposes. Failureto comply
with certain of such reguirements could causetheinterest onthe2000 Series A Bondsto be subject to inclusion
in grossincome retroactively to the date of issuance of the 2000 Series A Bonds. We have examined the Bond
Resolutions and other relevant single family housing program documents of the Administration which, in our
opinion, establish procedures under which, if followed, such requirements would be met. The Administration
has covenanted in the Bond Resolutions to comply with all of the applicable requirements of the Code.

In connection with theissuance of the 2000 Series A Bonds, wehave examined and considered
the Act, the Bond Resolutions, the Code, a specimen of the 2000 Series A Bonds and such other opinions,
documents, certificates, |etters and matters of law aswehave deemed necessary to render the opinions set forth
below.

Based upon the foregoing we are of the opinion that:

1 The Administration was duly created and validly exists under the provisions of the
Act as an agency in the Division of Development Finance of the Department with full power to issue the 2000
Series A Bonds for the purpose of refunding the Prior Bonds and financing the M ortgage L oans.

2. The Bond Resolutions have been duly adopted and executed by the Administration,
arevalid and binding upon the Administration, arein full force and effect and are enforceable in accordance
withtheir terms. The 2000 Series A Bonds are entitled to the benefit and security of the Bond Resolutionsfor
the payment thereof in accordance with the terms of the Bond Resolutions.

3. The 2000 Series A Bonds have been duly authorized, executed and issued in
accordance with the Constitution and the laws of the State, including the Act, now in force and represent valid
and binding special obligations of the Administration, enforceablein accordancewith their terms and theterms
of the Bond Resolutions except to the extent enforcement may belimited by general principles of equity which
may permit the exercise in the future by the State and its governmental bodies of the police power inherent in
the sovereignty of the State, and applicable bankruptcy, insolvency or similar laws affecting creditors rights
generally, now or hereafter in effect. The 2000 Series A Bonds are payable from the revenues and assets of
the Administration pledged therefor pursuant to the Bond Resolutions.

4, Theform of the specimen 2000 Series A Bonds is regular and proper.

5. The2000 Series A Bonds, their transfer, theinterest payablethereon and any income
derived therefrom, including any profit realized in their sale or exchange, are exempt from taxation of every
kind and naturewhatsoever by the State or by its political subdivisions, municipal corporationsor public units
of any kind under existing law, except that no opinion is expressed as to such exemption from Maryland
franchise taxes or estate or inheritance taxes.

6. Assuming continuing complianceby theAdministrationwithits covenantsintheBond
Resolutionsto comply with the Code, interest onthe 2000 Series A Bondsis excludablefromthegrossincome
of the holdersthereof for federal incometax purposes. Wearefurther of the opinion that interest on the 2000



Series A Bonds is not an item of preference for purposes of calculating the federal individual or corporate
aternative minimum taxes, but such interest may beindirectly subject to corporate alternative minimumtaxes
because it is included in adjusted current earnings of corporations (other than S corporations, regulated
investment companies, real estate investment trusts or real estate mortgage investment conduits).

Under certain circumstances interest on a 2000 Series A Bond held by a foreign corporation
may be subject to the branch profits tax.

Ownership of tax-exempt aobligations, including the 2000 Series A Bonds, may result in
collateral federal income tax consequences to certain taxpayers, including, without limitation, financial
institutions, property and casualty insurance companies, individual recipients of Social Security or Railroad
Retirement benefits, S corporations with "excess net passive income' and taxpayers who may be deemed to
haveincurred or continued indebtednessto purchase or carry such obligations. We offer no opinion asto such
collateral tax consequences. Prospective purchasers of the 2000 Series A Bonds should consult their own tax
advisor as to such consequences.

In rendering the foregoing opinions, we have assumed the accuracy and truthfulness of all
public records and of all certifications, documents and other proceedings examined by us that have been
executed or certified by public officials acting within the scope of their official capacities and have not verified
theaccuracy or truthfulness thereof. We have al so assumed the genuineness of the signatures appearing upon
such public records, certifications, documents and proceedings.

We call to your attention that the 2000 Series A Bonds are special obligations of the
Administration and will be payable solely from the revenues and assets of the Administration pledged for the
payment thereof under the Bond Resolutions, including the M ortgage L oans pledged thereunder, and therights
thereunder to any income, revenues, issues, profits and insurance proceeds and other sums of money payable
thereunder. The Administration has no taxing power. The 2000 Series A Bonds do not constitute a debt of
the State, any political subdivisionthereof, the Administration or the Department, or apledgeof thefaith, credit
or taxing power of the State, any such poalitical subdivision, the Administration or the Department.

We express no opinion herein with respect to the accuracy or completeness of the Official
Statement prepared in respect of the 2000 Series A Bonds or as to any other matter not set forth herein.
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[Letterhead of Ballard Spahr Andrews & Ingersoll, LLP, Philadephia, Pennsylvania)

March __, 2000
Community Development Administration
Department of Housing and Community Development
State of Maryland
100 Community Place
Crownsville, Maryland 21032

$72,035,000
Community Development Administration
Maryland Department of Housing and Community Development
Residential Revenue Bonds
2000 Series B (AMT)

Ladies and Gentlemen:

We have acted as Bond Counsdl in connection with theissuance and sale by the Community
Development Administration (the"Administration™), an agency in the Division of Development Finance of the
Department of Housing and Community Development (the "Department™), a principal department of the
government of the State of Maryland (the "State"), of $72,035,000 aggregate principal amount of its
Residential RevenueBonds, 2000 SeriesB (AMT) (the'2000 Series B Bonds"). With the proceeds of the 2000
Series B Bonds, the Administration will (i) make a deposit of $38,544,100 into the 2000 Series B Program
Account of the Program Fund under the Bond Resolution (as defined herein) and $770,900 into the Reserve
Fund of the Bond Resolution and (i) currently refund or pay at maturity all or aportion of certain bonds (the
"Prior Bonds") previously issued by the Administration, as a result of which $32,078,400 representing
prepayments and repayments of mortgage loans financed with the proceeds of such Prior Bonds will be
transferred to the 2000 Series B Program A ccount of the Program Fund and $641,600 will be transferred to
the Reserve Fund. Funds in the Program Fund will be made available to make or purchase mortgage loans
(the "Mortgage L oans") to finance the acquisition of single-family residences located in the State.

The 2000 Series B Bonds are being issued under and pursuant to (1) Sections 2-201 through
2-208 of Article83B of the Annotated Code of Maryland, asamended (the"Act"), (2) theBond Resolution (the
"Bond Resolution"), adopted by the Administration as of August 1, 1997 and accepted by Allfirst Bank,
Baltimore, Maryland, as trustee (the "Trusteg"), and (3) the Series Resolution Providing for the I ssuance and
Sale of $72,035,000, Principal Amount of Residential Revenue Bonds 2000 Series B adopted as of March 1,
2000 (the " Series Resolution™), pursuant to which the 2000 Series B Bonds are authorized to beissued. The
Bond Resolution and the Series Resolution are referred to collectively as the Bond Resolutions.

The 2000 Series B Bonds mature, bear interest and are subject to redemption as provided
therein and in the Bond Resolutions. The 2000 Series B Bonds are issuable as fully registered bonds without
coupons in the denominations of $5,000 each or any integral multiple thereof. Principal of, premium, if any,
and interest on the 2000 Series B Bonds will be paid as provided in the Bond Resolutions by the Trusteeto the
personsin whose namesthe 2000 Series B Bonds areregistered on the registration books of the Administration
maintained by the Trustee.



Thelnternal Revenue Codeof 1986, asamended (the" Code"), establishes certain requirements
which must be met on a continuing basis subsequent to the delivery of the 2000 Series B Bonds for interest on
the 2000 Series B Bondsto be excluded from grossincomefor federal incometax purposes. Failureto comply
with certain of such requirements could causetheinterest on the 2000 Series B Bondsto besubject toinclusion
in grossincome retroactively to the date of issuance of the 2000 Series B Bonds. We have examined the Bond
Resolutions and other relevant single family housing program documents of the Administration which, in our
opinion, establish procedures under which, if followed, such requirements would be met. The Administration
has covenanted in the Bond Resolutions to comply with all of the applicable requirements of the Code.

In connection with theissuance of the 2000 Series B Bonds, we haveexamined and considered
the Act, the Bond Resolutions, the Code, a specimen of the 2000 Series B Bonds and such other opinions,
documents, certificates, |etters and matters of law as wehave deemed necessary to render theopinions set forth
below.

Based upon the foregoing we are of the opinion that:

1 The Administration was duly created and validly exists under the provisions of the
Act as an agency in the Division of Development Finance of the Department with full power to issue the 2000
Series B Bonds for the purpose of refunding the Prior Bonds and financing the Mortgage L oans.

2. The Bond Resolutions have been duly adopted and executed by the Administration,
arevalid and binding upon the Administration, arein full force and effect and are enforceable in accordance
with their terms. The 2000 Series B Bonds are entitled to the benefit and security of the Bond Resolutions for
the payment thereof in accordance with the terms of the Bond Resolutions.

3. The 2000 Series B Bonds have been duly authorized, executed and issued in
accordance with the Constitution and the laws of the State, including the Act, now in force and represent valid
and binding special obligationsof the Administration, enforceablein accordancewith their terms and theterms
of the Bond Resolutions except to the extent enforcement may belimited by general principles of equity which
may permit the exercise in the future by the State and its governmental bodies of the police power inherent in
the sovereignty of the State, and applicable bankruptcy, insolvency or similar laws affecting creditors rights
generally, now or hereafter in effect. The 2000 Series B Bonds are payable from the revenues and assets of
the Administration pledged therefor pursuant to the Bond Resolutions.

4, Theform of the specimen 2000 Series B Bonds is regular and proper.

5. The2000 Series B Bonds, their transfer, theinterest payable thereon and any income
derived therefrom, including any profit realized in their sale or exchange, are exempt from taxation of every
kind and naturewhatsoever by the State or by its political subdivisions, municipal corporationsor public units
of any kind under existing law, except that no opinion is expressed as to such exemption from Maryland
franchise taxes or estate or inheritance taxes.

6. Assuming continuing compliance by the Administrationwithits covenantsintheBond
Resolutions to comply with the Code, interest on the 2000 Series B Bondsis excludablefromthegrossincome
of the holders thereof for federal incometax purposes. We arefurther of the apinion that interest on the 2000
Series B Bonds is an item of preference for purposes of calculating the federal individual or corporate
aternative minimum taxes.



Under certain circumstances interest on a 2000 Series B Bond held by a foreign corporation
may be subject to the branch profits tax.

Ownership of tax-exempt obligations, including the 2000 Series B Bonds, may result in
collateral federal income tax consequences to certain taxpayers, including, without limitation, financial
institutions, property and casualty insurance companies, individual recipients of Social Security or Railroad
Retirement benefits, S corporations with "excess net passive income' and taxpayers who may be deemed to
haveincurred or continued indebtedness to purchase or carry such obligations. We offer no opinion asto such
collateral tax consequences. Prospective purchasers of the 2000 Series B Bonds should consult their own tax
advisor as to such consequences.

In rendering the foregoing opinions, we have assumed the accuracy and truthfulness of all
public records and of all certifications, documents and other proceedings examined by us that have been
executed or certified by public officials acting within the scope of their official capacities and have not verified
theaccuracy or truthfulness thereof. We have also assumed the genuineness of the signatures appearing upon
such public records, certifications, documents and proceedings.

We call to your attention that the 2000 Series B Bonds are special obligations of the
Administration and will be payable solely from the revenues and assets of the Administration pledged for the
payment thereof under the Bond Resolutions, including the M ortgage L oans pledged thereunder, and therights
thereunder to any income, revenues, issues, profits and insurance proceeds and other sums of money payable
thereunder. The Administration has no taxing power. The 2000 Series B Bonds do not constitute a debt of
the State, any political subdivisionthereof, the Administration or the Department, or apledgeof thefaith, credit
or taxing power of the State, any such poalitical subdivision, the Administration or the Department.

We express no opinion herein with respect to the accuracy or completeness of the Official
Statement prepared in respect of the 2000 Series B Bonds or as to any other matter not set forth herein.
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