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This Official Statement, which includes the cover page and the Appendices, does not constitute an
offer to sell or the solicitation of an offer to buy any of the Bonds in any jurisdiction in which it is unlawful
to make such offer, solicitation, or sale. No dealer, salesperson, or other person has been authorized to give
any information or to make any representations other than those contained in this Official Statement in
connection with the offering of the Bonds, and if given or made, such information or representations must
not be relied upon as having been authorized by the Issuer, the Borrower or the Underwriter.

The information set forth in this Official Statement has been obtained from the Issuer, the Borrower
and from other sources believed to be reliable. No guarantee is made, however, as to the accuracy or
completeness of information provided from sources other than the Borrower. In accordance with its
responsibilities under federal securities laws, the Underwriter has reviewed the information in this Official
Statement but does not guarantee its accuracy or completeness. This Official Statement contains, in part,
estimates and matters of opinion which are not intended as statements of fact, and no representation or
warranty is made as to the correctness of such estimates and opinions, or that they will be realized.

The information relating to the Issuer contained herein under the heading “THE ISSUER” and
“LEGAL MATTERS—Litigation—The Issuer” has been furnished by the Issuer. All other information
contained herein has been obtained from the Borrower and other sources (other than Issuer) that are believed
to be reliable, but it is not guaranteed as to accuracy or completeness by and is not to be relied upon or
construed as a promise or representation by the Issuer.

Fannie Mae has not provided or approved any information in this Official Statement except with
respect to the description herein under the caption “FANNIE MAE,” takes no responsibility for any other
information contained in this Official Statement and makes no representation as to the contents of this
Official Statement (other than with respect to the description herein under the caption “FANNIE MAE").
Without limiting the foregoing, Fannie Mae makes no representation as to the suitability of the Bonds for
any investor, the feasibility or performance of the Project or compliance with any securities, tax or other
laws or regulations. Fannie Mae’s role is limited to providing the Credit Facility to the Trustee.

THE BONDS HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND EXCHANGE
COMMISSION DUE TO CERTAIN EXEMPTIONS CONTAINED IN THE SECURITIES ACT OF 1933,
AS AMENDED. IN MAKING AN INVESTMENT DECISION INVESTORS MUST RELY ON THEIR
OWN EXAMINATION OF THE BORROWER, THE BONDS AND THE TERMS OF THE OFFERING,
INCLUDING THE MERITS AND RISKS INVOLVED. THE BONDS HAVE NOT BEEN
RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY
AUTHORITY, AND THE FOREGOING AUTHORITIES HAVE NEITHER REVIEWED NOR
CONFIRMED THE ACCURACY OF THIS DOCUMENT.

THE PRICES AT WHICH THE BONDS ARE OFFERED TO THE PUBLIC BY THE
UNDERWRITER (AND THE YIELDS RESULTING THEREFROM) MAY VARY FROM THE
INITIAL PUBLIC OFFERING PRICES OR YIELDS APPEARING ON THE COVER PAGE HEREOF.
IN ADDITION, THE UNDERWRITER MAY ALLOW CONCESSIONS OR DISCOUNTS FROM SUCH
INITIAL PUBLIC OFFERING PRICES TO DEALERS AND OTHERS. IN ORDER TO FACILITATE
DISTRIBUTION OF THE BONDS, THE UNDERWRITER MAY ENGAGE IN TRANSACTIONS
INTENDED TO STABILIZE THE PRICE OF THE BONDS AT A LEVEL ABOVE THAT WHICH
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED,
MAY BE DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT

$5,200,000
ABAG Finance Authority for Nonprofit Corporations
Multifamily Housing Revenue Refunding Bonds
(Bijou Woods Apartments)
2001 Series A

INTRODUCTION
General

The following introductory statement is subject in all respects to more complete information
contained elsewhere in this Official Statement. The order and placement of materials in this Official
Statement, which includes the cover page and Appendices hereto, are not to be deemed to be a
determination of relevance, materiality or relative importance, and this Official Statement, including the
cover page and Appendices hereto, must be considered in its entirety. Certain capitalized terms used in this
Official Statement are defined throughout this Official Statement, including, but not limited to, definitions
contained under this heading and in Appendices A, C, G and H attached hereto. All capitalized terms used
in this Official Statement that are not otherwise defined herein shall have the meanings ascribed to them in
the Indenture, the Financing Agreement, the Regulatory Agreement, the Reimbursement Agreement and the
Credit Facility (as each such term is hereinafter defined).

This Official Statement, including the cover page and appendices, sets forth certain information
relating to the issuance by the ABAG Finance Authority for Nonprofit Corporations (the “Issuer”) of the
above-captioned bonds (the “Bonds”). The Bonds will be issued pursuant to a Trust Indenture (the
“Indenture”) dated as of November 1, 2001 between the Issuer and U.S. Bank Trust National Association, as
trustee (the “Trustee”).

The offering of the Bonds is made only by way of this Official Statement, which supersedes any
other information or materials used in connection with the offer or sale of the Bonds. The following
introductory material is only a brief description of and is qualified by the more complete information
contained throughout this Official Statement. A full review should be made of the entire Official Statement
and the documents summarized or described herein, particularly the section entitled “RISK FACTORS.”
Detachment or other use of this “INTRODUCTION” without the entire Official Statement, including the
cover page and appendices, is unauthorized.

The Bonds are being issued to provide funds that will be used to fund a mortgage loan (the
“Mortgage Loan”) made by the Issuer to Bijou Woods Associates, L.P., a California limited partnership (the
“Borrower”) for the purpose of redeeming the Prior Bonds. The Prior Bonds were issued to finance the
acquisition, rehabilitation and equipping of the multifamily rental housing project (including land) described
herein (the “Project”). See “THE BORROWER AND THE PROJECT" herein.

The Mortgage Loan will be made pursuant to a Financing Agreement, dated as of the date of the
Indenture (the “Financing Agreement”), among the Issuer, the Trustee and the Borrower, and in accordance
with the requirements of Fannie Mae (“Fannie Mae” or the “Credit Provider”). The Mortgage Loan will be
evidenced by a Multifamily Note (the “Mortgage Note”), executed by the Borrower. The Mortgage Note
will be payable to the Issuer and will be secured by, among other things, a Multifamily Deed of Trust,
Assignment of Rents, Security Agreement and Fixture Filing (the “Security Instrument”) from the Borrower
in favor of the Issuer and Fannie Mae. The Security Instrument will encumber the Project. On the date of



issuance and delivery of the Bonds (the “Closing Date”), the Mortgage Loan (including the Mortgage Note
and Security Instrument) will be assigned by the Issuer to the Trustee and Fannie Mae, as their interests may
appear, and upon such assignment, will be part of the Trust Estate securing the Bonds.

Fannie Mae has agreed to provide credit enhancement for the Mortgage Loan pursuant to, and
subject to the limitations of, a Credit Enhancement Instrument (Stand-By) (the “Credit Facility”) described
herein. Under the Credit Facility, certain payments under the Mortgage Note will be secured by the Credit
Facility. The obligation of the Borrower to reimburse Fannie Mae for any funds provided by Fannie Mae
under the Credit Facility will be set forth in a Reimbursement Agreement, dated as of the date of the
Indenture (the “Reimbursement Agreement”), between the Borrower and Fannie Mae. The Reimbursement
Agreement will be secured by the Security Instrument. See “SECURITY FOR THE BONDS—Credit
Facility” herein.

The interest rate on the Mortgage Note (the “Mortgage Note Rate”) is to be established at a rate, and
the monthly payments under the Mortgage Note are to be scheduled, such that the monthly payments of
principal and interest on the Mortgage Note will be sufficient, together with other money on deposit with the
Trustee pursuant to the Indenture, and certain Investment Income, to pay, when due, the semi-annual interest
or principal and interest on the Bonds, the fees of Fannie Mae, the fees of the Loan Servicer and the “Third
Party Fees” (which include the Trustee’s Annual Fee and the Rebate Analyst's Annual Fee, if any), but only
to the extent that the Third Party Fees are included in the Mortgage Note Rate. Fannie Mae has not
prepared, reviewed or verified, makes no representation or warranty with respect to, does not certify to, and
assumes no responsibility or liability for, any calculations used to establish such schedule of payments or
distributions, the assumptions used in making such calculations, their mathematical accuracy or the
sufficiency of payments on which they are based to pay the principal of and interest on the Bonds when due,
any fees, including any Third Party Fees, when due or any other amounts at any time.

Fannie Mae has designated the Loan Servicer to service the Mortgage Loan. Fannie Mae may
subsequently designate another eligible servicing institution to service the Mortgage Loan or may elect to
service the Mortgage Loan itself.

THE BONDS ARE SPECIAL OBLIGATIONS OF THE ISSUER, PAYABLE SOLELY
FROM AND SECURED BY THE PLEDGE OF REVENUES PURSUANT TO THE INDENTURE.
NEITHER THE ISSUER, THE ASSOCIATION OF BAY AREA GOVERNMENTS (“ABAG”) OR
THE MEMBERS OF THE ISSUER OR ABAG SHALL BE DIRECTLY OR INDIRECTLY OR
CONTINGENTLY OR MORALLY OBLIGATED TO USE ANY OTHER MONEYS OR ASSETS
OF THE ISSUER, ABAG OR ANY OF ITS MEMBERS TO PAY ALL OR ANY PORTION OF
DEBT SERVICE DUE ON THE BONDS. THE BONDS AND THE OBLIGATION TO PAY
PRINCIPAL OF AND INTEREST THEREON AND ANY REDEMPTION, PREMIUM WITH
RESPECT THERETO DO NOT CONSTITUTE AN INDEBTEDNESS OR AN OBLIGATION OF
THE ISSUER OR ABAG, THE STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION
THEREOF, WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DEBT
LIMITATION, OR A CHARGE AGAINST THE GENERAL CREDIT OR TAXING POWERS OF
ANY OF THEM, BUT SHALL BE PAYABLE SOLELY FROM THE REVENUES DESCRIBED
HEREIN. NO OWNER OF THE BONDS SHALL HAVE THE RIGHT TO COMPEL THE
EXERCISE OF THE TAXING POWER OF THE STATE OF CALIFORNIA OR ANY
POLITICAL SUBDIVISION THEREOF TO PAY ANY PRINCIPAL OF, PURCHASE PRICE,
PREMIUM, IF ANY, OR INTEREST ON THE BONDS. NEITHER THE ISSUER NOR ABAG
HAVE ANY TAXING POWER.

FANNIE MAE'S OBLIGATIONS WITH RESPECT TO THE BONDS ARE SOLELY AS
PROVIDED IN THE CREDIT FACILITY. THE OBLIGATIONS OF FANNIE MAE UNDER THE



CREDIT FACILITY WILL BE OBLIGATIONS SOLELY OF FANNIE MAE, A FEDERALLY
CHARTERED STOCKHOLDER-OWNED CORPORATION, AND WILL NOT BE BACKED BY THE
FULL FAITH AND CREDIT OF THE UNITED STATES OF AMERICA. THE BONDS ARE NOT A
DEBT OF THE UNITED STATES OF AMERICA OR ANY OTHER AGENCY OR
INSTRUMENTALITY THEREOF OR OF FANNIE MAE. THE BONDS ARE NOT GUARANTEED
BY THE FULL FAITH AND CREDIT OF THE UNITED STATES OF AMERICA. SEE
“‘FANNIE MAE” HEREIN.

The Borrower expects the Loan Servicer, on behalf of Fannie Mae, to receive from HUD Interest
Reduction Payments (“IRPs”) with respect to the Project pursuant to Section 236 of the National Housing
Act. The Borrower further expects to cause the Loan Servicer to apply IRPs in partial satisfaction of the
Borrower's payment obligations under the Mortgage Note. See “THE BORROWER AND THE
PROJECT—IRP Payments and Additional Income and Rent Restrictions” and “RISK FACTORS—Interest
Reduction Payments” herein.

The Project is required to be occupied, in part, by families whose incomes satisfy certain
requirements set forth in an Amended and Restated Regulatory Agreement and Declaration of Restrictive
Covenants, dated as of the date of the Indenture (the “Regulatory Agreement”), by and among the Issuer, the
Borrower and the Trustee. In addition, the rents that can be charged for certain units in the Project are
limited as set forth in the Regulatory Agreement. See “APPENDIX C—SUMMARY OF CERTAIN
PROVISIONS OF THE REGULATORY AGREEMENT” attached hereto.

Any failure of the Borrower to comply with the terms of the Regulatory Agreement may cause
interest on the Bonds to be included in the gross income of the owners thereof for federal income tax
purposes, possibly retroactively as well as prospectively. See “TAX MATTERS” herein. None of the
Trustee, the Issuer or the Bondowners may cause an acceleration or redemption of the Bonds solely because
of a default by the Borrower under the Regulatory Agreement or because interest on the Bonds becomes
includable in the gross income of the owners thereof for federal income tax purposes. In addition, the
interest rate on the Bonds will not be adjusted in the event that interest payable on the Bonds becomes
includable in the gross income of the owners thereof for federal income tax purposes.

Additional Information

All references herein to the Indenture, the Financing Agreement, the Mortgage Loan, the
Regulatory Agreement and other documents are qualified in their entirety by reference to such documents.
Portions of these documents are summarized herein and in the Appendices hereto. Copies of the documents
referred to herein and in the Appendices hereto are available by contacting the Trustee at U.S. Bank Trust
National Association, Two Union SquaréT Floor, 1420 Fifth Avenue, Seattle, Washington 98101.

THE BONDS
General

The Bonds shall be issued as registered bonds without coupons. Each Bond shall be issued in an
Authorized Denomination. The Bonds shall be dated as of the dated date set forth on the cover hereof and
bear interest at the rates per annum and mature (subject to redemption prior to maturity, including sinking
fund redemption) on the dates and in the principal amounts set forth on the inside cover hereof. Interest
shall be calculated on the basis of a 360-day year consisting of twelve 30-day months.

The Bonds shall bear interest from the Interest Payment Date next preceding the date of
authentication of the Bonds. If the date of authentication is an Interest Payment Date for which interest has



been paid or is after the Record Date, but prior to the next Interest Payment Date, the Bonds shall bear
interest from such Interest Payment Date. If the date of authentication is prior to the Record Date for the
first Interest Payment Date, the Bonds shall bear interest from the Dated Date of the Bonds.
Notwithstanding the foregoing, if at the time of authentication of any Bond, interest on the Bond is in
default, the Bond shall bear interest from the Interest Payment Date to which interest has previously been
paid or made available for payment, or if no interest has been paid on the Bond, from the Dated Date of the
Bond.

The principal of, premium, if any, and the interest on the Bonds shall be payable in lawful money of
the United States of America to the Persons in whose names the Bonds are registered on the Bond Register
at the close of business on the applicable Record Date. Payment of the interest on the Bonds shall be made
to the Registered Owners of the Bonds (as determined at the close of business on the Record Date next
preceding the applicable Interest Payment Date) by check drawn upon the Trustee and mailed by first class
mail, postage prepaid, on the Interest Payment Date to the addresses of such Registered Owners as they
appear on the Bond Register or to such other address as may be furnished in writing by any Registered
Owner to the Trustee prior to the applicable Record Date. Payment of the principal amount of any Bond
and premium, if any, together with interest payable on any Bond Payment Date (other than interest payable
on a regularly scheduled Interest Payment Date) shall be made by check only upon presentation and
surrender of the Bond on or after its maturity date or date fixed for purchase, redemption or other payment at
the office of the Trustee designated by the Trustee for that purpose. Notwithstanding the foregoing,
payment of principal of, premium, if any, and interest on any Bond on any Bond Payment Date shall be
made by wire transfer to any account within the United States of America designated by a Registered Owner
owning $1,000,000 or more in aggregate principal amount of Bonds if a written request for wire transfer is
delivered to the Trustee by any such Registered Owner not less than five Business Days prior to the
applicable Bond Payment Date and if any such Registered Owner otherwise complies with the reasonable
requirements of the Trustee. A request for wire transfer may specify that it is effective with respect to all
succeeding payments of principal, premium, if any, and interest and will be so effective unless and until
rescinded in writing by the Registered Owner at least five days prior to the Record Date for the Bond
Payment Date to which such rescission is designated to apply. Notwithstanding the foregoing, payments of
the principal of, premium, if any, and interest on any Bonds that are subject to the Book-Entry System shalll
be made as described herein under the heading “THE BONDS—Book Entry Only System.” If interest on
the Bonds is in default, the Trustee shall, prior to the payment of interest, establish a special record date (the
“Special Record Date”) for such payment. A Special Record Date shall be not more than 15 nor less than
10 days prior to the date of the proposed payment. Payment of defaulted interest shall then be made by
check or wire transfer, as described above, mailed or remitted to the Persons in whose names the Bonds are
registered on the Special Record Date at the addresses or accounts of such persons shown on the Bond
Register.

The Bonds will be delivered in fully registered form only and, when issued and delivered, will be
registered in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York
(“DTC"). Ownership interest in the Bonds may be purchased in book-entry form only. Ultimate purchasers
of Bonds will not receive physical certificates representing their interest in the Bonds. So long as the Bonds
are registered in the name of Cede & Co., as nominee of DTC, references herein to the Bondowners shall
mean Cede & Co. and shall not mean the ultimate purchasers of the Bonds. Payments of the principal of
and interest on the Bonds while under the Book-Entry System shall be made in accordance with the rules,
regulations and procedures established by DTC in connection with such Book-Entry System. See
“Book-Entry Only System” under this caption.



Redemption

The Bonds are subject to redemption prior to maturity only as described under this heading. All
redemptions shall be in Authorized Denominations.

Optional Redemption. The Bonds are not subject to optional redemption prior to December 1,
2011. On and after December 1, 2011, the Bonds shall be subject to optional redemption in whole or in part
only upon optional prepayment of the Mortgage Loan in accordance with the Mortgage Loan Documents,
on the first day of any month for which timely notice of redemption can be given, at the applicable
redemption price set forth below (expressed as a percentage of the principal amount of the Bonds called for
redemption), plus accrued interest, if any, to the Redemption Date:

Dates (Both Dates Inclusive) Price
December 1, 2011 to November 1, 2012 101%
December 1, 2012 and thereafter 100

Optional redemption as described above is not permitted unless (a) the redemption is effected solely
with Available Moneys or (b) the Credit Provider provides its prior written consent to a redemption with
other than Available Moneys. Notwithstanding any other provision of the Indenture to the contrary,
optional redemption of the Bonds shall not be permitted unless on or before the Redemption Date, the
Trustee has on hand Available Moneys in an amount sufficient to pay the End Period Payment on the
Redemption Date. Neither the Issuer, the Credit Provider nor the Loan Servicer shall have any
responsibility or liability to provide funds to be included in the End Period Payment.

Special Mandatory Redemption.The Bonds are subject to special mandatory redemption as
described under this subheading. Unless described otherwise below, each special mandatory redemption
shall be (a) effected on the earliest practicable Redemption Date for which timely notice of redemption can
be given pursuant to the Indenture following the occurrence of the event requiring such redemption and (b)
at a redemption price equal to 100% of the principal amount of the Bonds to be redeemed plus accrued
interest on such Bonds to the Redemption Date. Bonds subject to special mandatory redemption in part
shall be redeemed in Authorized Denominations; if the Trustee receives an amount for the special
mandatory redemption of the Bonds which is not equivalent to an Authorized Denomination, Bonds shall be
redeemed in an amount equal to the next lowest whole integral of an Authorized Denomination to the
amount received by the Trustee, with any excess to be held in the Redemption Account.

Casualty or Condemnation.The Bonds shall be redeemed in whole or in part, at the
direction of the Credit Provider in the event and to the extent that proceeds of insurance from any
casualty to, or proceeds of any award from any condemnation, or any award as part of a
settlement in lieu of condemnation, of the Mortgaged Property (in any such events, “Proceeds”)
are not applied in accordance with the Financing Agreement and the Mortgage Loan Documents,
after payment of the expenses, if any, of collecting the Proceeds, to restoring or repairing the
Mortgaged Property or, with the prior written consent of the Credit Provider, otherwise used for
improvements to the Mortgaged Property, or applied to the reimbursement of amounts owed to
the Credit Provider pursuant to the Reimbursement Agreement. Such special mandatory
redemption shall be:

0] (A) in whole following the involuntary destruction or loss of the
Mortgaged Property in its entirety or nearly in its entirety, (B) funded with the Proceeds,



with funds on deposit in the Funds and Accounts (other than the Rebate Fund, the Costs
of Issuance Fund and the Fees Account) and with funds provided by the Borrower
pursuant to the Financing Agreement, provided, however, that the Trustee shall be
entitled to an Advance under the Credit Facility, in accordance with its terms, to the
extent that the sum of the Proceeds, funds on deposit in the Funds and Accounts (other
than the Rebate Fund, the Costs of Issuance Fund and the Fees Account) and funds
provided by the Borrower pursuant to the Financing Agreement are insufficient to redeem
all of the Bonds Outstanding and (C) deemed a corresponding involuntary prepayment of
the Mortgage Loan; or

(i) (A) in part following the involuntary destruction or loss of the
Mortgaged Property in part, (B) funded with the Proceeds, (C) in a principal amount
equal to the next lowest whole integral of an Authorized Denomination to which such
Proceeds can be rounded, with any remaining Proceeds to be held in the Redemption
Account and (D) deemed a corresponding involuntary prepayment of the Mortgage Loan
in part.

Certain Defaults. The Bonds shall be redeemed in whole or in part at the written
direction, or with the prior written consent, of the Credit Provider given to the Trustee and in the
amount specified by the Credit Provider if the redemption is in part, upon the occurrence of (A)
an Event of Default under (and as defined in) the Security Instrument or (B) any default under
(and as defined in) the Credit Facility Agreement or Event of Default under (and as defined in)
the Financing Agreement.

From Excess Cash Flow DistributionsThe Bonds shall be redeemed, in whole or in
part, in the event and to the extent that funds are transferred to the Redemption Account as
described in Appendix B hereto under paragraph (v) under the heading “The Revenue Fund—
General Account—Disbursements From the General Accbunt



Mandatory Sinking Fund Redemption.

Bonds Maturing On June 1, 2012The Bonds maturing on June 1, 2012 shall be subject to
mandatory sinking fund redemption in part, by lot, prior to maturity, from sinking fund installments on the
dates and in the amounts set forth in the below table. The redemption price shall be equal to 100% of the
principal amount of Bonds to be redeemed (and, therefore, without premium), plus accrued interest to the
Redemption Date.

Redemption Date Principal Amount Redemption Date Principal Amount
June 1, 2002 $45,000 December 1, 2007 $50,000
December 1, 2002 40,000 June 1, 2008 50,000
June 1, 2003 40,000 December 1, 2008 50,000
December 1, 2003 40,000 June 1, 2009 55,000
June 1, 2004 40,000 December 1, 2009 55,000
December 1, 2004 40,000 June 1, 2010 60,000
June 1, 2005 45,000 December 1, 2010 60,000
December 1, 2005 45,000 June 1, 2011 60,000
June 1, 2006 45,000 December 1, 2011 60,000
December 1, 2006 50,000 June 1, 2012 20,000*
June 1, 2007 50,000
*Maturity

Bonds Maturing On December 1, 202The Bonds maturing on December 1, 2021 shall be subject
to mandatory sinking fund redemption in part, by lot, prior to maturity, from sinking fund installments on
the dates and in the amounts set forth in the below table. The redemption price shall be equal to 100% of
the principal amount of Bonds to be redeemed (and, therefore, without premium), plus accrued interest to
the Redemption Date.

Redemption Date Principal Amount Redemption Date Principal Amount
June 1, 2012 $45,000 June 1, 2017 $75,000
December 1, 2012 55,000 December 1, 2017 75,000
June 1, 2013 60,000 June 1, 2018 80,000
December 1, 2013 60,000 December 1, 2018 80,000
June 1, 2014 60,000 June 1, 2019 85,000
December 1, 2014 65,000 December 1, 2019 85,000
June 1, 2015 65,000 June 1, 2020 90,000
December 1, 2015 65,000 December 1, 2020 90,000
June 1, 2016 70,000 June 1, 2021 95,000
December 1, 2016 70,000 December 1, 2021 95,000*
*Maturity

Bonds Maturing On December 1, 203The Bonds maturing on December 1, 2031 shall be subject
to mandatory sinking fund redemption in part, by lot, prior to maturity, from sinking fund installments on
the dates and in the amounts set forth in the below table. The redemption price shall be equal to 100% of



the principal amount of Bonds to be redeemed (and, therefore, without premium), plus accrued interest to
the Redemption Date.

Redemption Date Principal Amount Redemption Date Principal Amount
June 1, 2022 $100,000 June 1, 2027 $135,000
December 1, 2022 105,000 December 1, 2027 140,000
June 1, 2023 105,000 June 1, 2028 145,000
December 1, 2023 110,000 December 1, 2028 150,000
June 1, 2024 115,000 June 1, 2029 155,000
December 1, 2024 115,000 December 1, 2029 160,000
June 1, 2025 120,000 June 1, 2030 165,000
December 1, 2025 125,000 December 1, 2030 170,000
June 1, 2026 130,000 June 1, 2031 175,000
December 1, 2026 135,000 December 1, 2031 180,000*
*Maturity

If less than all of the Bonds of a specific maturity have been redeemed other than from sinking fund
installments applicable to such Bonds, the principal amount of the Bonds of such maturity to be redeemed in
each year from sinking fund installments shall be decreased pro rata among all sinking fund installments
applicable to such Bonds. Any such proportional redemption shall be confirmed in writing to the Trustee by
the Loan Servicer.

Notice of Redemption

Notice Requirement.The Trustee shall give notice of redemption of any Bonds in the name and on
behalf of the Issuer by mail not less than 15 nor more than 20 days prior to the specified Redemption Date,
to the Registered Owner of each Bond to be redeemed at the address of such Registered Owner as shown on
the Bond Register. Notwithstanding the foregoing, so long as the Book Entry System is maintained in
effect, the Trustee must give notice of redemption only to the entity designated in the Representation Letter.
The Trustee may give notice of redemption prior to the receipt of all funds necessary to effect the
redemption, provided that redemption shall not occur unless and until the Trustee has on deposit and
available or, if applicable, has received, all of the funds necessary to effect the redemption; otherwise, such
redemption shall be canceled. The Trustee shall cause a second notice of redemption to be sent by malil
within 10 days after the 30th day after the Redemption Date to any Bondowner who has not submitted its
Bond to the Trustee for payment on or before the 30th day following the Redemption Date.

Additional Notice. At the same time notice of redemption is sent to the Registered Owners as
described in the preceding paragraph, the Trustee shall send notice of redemption by first class mail,
overnight delivery service or other overnight means, postage or charges prepaid, (a) to the Rating Agency,
(b) if the Bonds are not subject to the Book-Entry System, to any Registered Owner of $1,000,000 or more
in aggregate principal amount of Bonds to be redeemed, (c) to the municipal registered Securities
Depositories (described in the Indenture) and (d) at least two of the national information services (described
in the Indenture) that disseminate securities redemption notices.

Validity of Proceedings for the Redemption of Bondsleither failure to give or receive any notice
described in the Indenture, failure to give notice timely nor any defect in any notice (or in its content, as
required by the Indenture or in the manner in which notice is given) shall affect the validity or sufficiency of
any proceedings for the redemption of the Bonds to be redeemed.



Revocation of Notice of Redemption; Cancellation of Redemptidrhe Trustee shall revoke any
notice of optional redemption if the requirements described under the heading “THE BONDS—
Redemption—Optional Redemption” above have not been satisfied. The Trustee shall revoke any notice of
optional redemption if the Trustee does not, on a Redemption Date, have sufficient funds, as permitted or
required by the Indenture, to redeem the Bonds to be redeemed on such Redemption Date. The Trustee
shall give notice of revocation by the same means as is provided in the Indenture for the giving of notice of
redemption, or by Electronic Means confirmed in writing. The redemption shall be canceled once the
Trustee has given notice of revocation. Notwithstanding notice having been given in the manner described
above, any optional redemption of Bonds shall be canceled at the direction of the Credit Provider if the
Credit Provider has notified the Trustee in writing that a default under any Credit Facility Agreement has
occurred.

Redemption PaymentsNotice of redemption having been given in the manner provided in the
Indenture, and all conditions precedent to redemption having been satisfied, the Bonds so called for
redemption shall become due and payable on the Redemption Date, and interest on the Bonds shall cease to
accrue from and after the Redemption Date and the Owners of the Bonds so called for redemption shall
thereafter no longer have any security or benefit under the Indenture except to receive payment of the
redemption price for such Bonds upon surrender of such Bonds to the Trustee. Except during any period in
which the Bonds are subject to the Book Entry System:

0] no payment shall be made by the Trustee with respect to any Bond called for
redemption until such Bond is presented for payment or cancellation or the Trustee receives the
items required by the Indenture with respect to any mutilated, lost, stolen or destroyed Bond; and

(i) if less than the entire principal amount of a Bond is called for redemption, the
Issuer shall execute, and the Trustee shall authenticate and deliver, upon the surrender of such
Bond to the Trustee, without charge by the Issuer or the Trustee to the Bondowner, in exchange
for the unredeemed principal amount of such Bond, a new Bond or Bonds of the same interest
rate, maturity and term, in any Authorized Denomination, in aggregate principal amount equal to
the unredeemed balance of the principal amount of the Bond so surrendered.

During any period in which the Bonds are subject to the Book Entry System, the rules, regulations
and practices governing the Book Entry System shall govern whether and the extent to which the Trustee
shall make payments on any Bond called for redemption with or without surrender of the Bond (or portion
of the Bond) to be redeemed, and the circumstances (if any) under which the Issuer shall be required to
execute, and the Trustee shall authenticate and deliver, a new Bond in exchange for the unredeemed portion
of any Bond called for redemption in part. All moneys held by or on behalf of the Trustee for the
redemption of particular Bonds shall be held in trust for the account of the Owners of the Bonds to be
redeemed, as provided in and in accordance with the Indenture. CUSIP number identification with
appropriate dollar amounts for each CUSIP number also shall accompany all redemption payments.

Selection of Bonds to be Redeemed Upon Partial Redemption of Borlfifess than all of the
Outstanding Bonds of a series are called for redemption, Bonds to be redeemed shall be selected by the
Trustee on a reasonably proportionate basis, in minimum amounts of $5,000, from among all the then
existing maturities of the Outstanding Bonds. “Reasonably proportionate basis” shall be determined and
effectuated as nearly as practicable by multiplying the total amount of money available to redeem Bonds by
the ratio which the principal amount of Bonds Outstanding in each maturity bears to the principal amount of
all of the Bonds Outstanding, and within a maturity by lot or in such other manner as the Trustee shall, in its
sole discretion, deem fair. In the case of an optional redemption from an optional prepayment of the
Mortgage Loan, the Trustee shall make its selection immediately following receipt of notice of the optional



prepayment. In the case of a special mandatory redemption, the Trustee shall make such selection
immediately following:

(i a transfer deposit or transfer of funds for redemption described in the Indenture
with respect to a special mandatory redemption described herein under the headings “THE
BONDS—Redemption—Special Mandatory Redemption—Casualty or Condemnation” or “Certain
Defaults”; or

(i) a transfer of funds pursuant to the Indenture with respect to a special mandatory
redemption described herein under the heading “THE BONDS—Redemption—Special Mandatory
Redemption—From Excess Cash Flow Distributions.”

With respect to any special mandatory redemption in part described herein under the heading “THE
BONDS—Redemption—Special Mandatory Redemption,” if any change will be made in the Mortgage
Loan amortization pursuant to the terms of the Mortgage Note, the sufficiency of the scheduled cash flow
from the monthly payments to be made under the Mortgage Note and Investment Income with respect to the
General Account to pay the principal of and interest on the Bonds and the Third Party Fees (to the extent
included in the Mortgage Note Rate) when due and payable following such redemption, shall be established
by a then current Cash Flow Projection which shall be verified by a Verification Report (upon each of which
the Trustee may rely), each prepared and delivered to the Trustee, the Credit Provider and the Loan
Servicer, at the Borrower’s expense, at least 15 days prior to the Redemption Date. Absent a Cash Flow
Projection, the Mortgage Loan amortization shall not change.

In the event that any Bonds of the same maturity are to be redeemed in part, the Trustee shall assign
to each Bond then Outstanding a distinctive number for each $5,000 of the principal amount of such Bond
and from the numbers so assigned to such Bonds, the Trustee shall randomly select as many numbers as, at
$5,000 for each number, shall equal the principal amount of such Bonds to be redeemed. The Bonds within
a maturity that are to be redeemed shall be the Bonds to which are assigned the numbers selected by the
Trustee, but only so much of the principal amount of each such Bond of a denomination of more than
$5,000 shall be redeemed as shall equal $5,000 for each number assigned to it and so selected. Bonds may
be redeemed only in Authorized Denominations. Bonds which have theretofore been selected for
redemption shall not be deemed Outstanding. If there is called for redemption less than the entire principal
amount of a Bond, the Issuer shall execute and the Trustee shall authenticate and deliver, upon surrender of
such Bond, without charge to the Owner of such Bond, in exchange for the unredeemed principal amount of
such Bond, Bonds of the same maturity, interest rate, principal amount, series and tenor in any Authorized
Denomination in the amount of the unredeemed principal of the surrendered Bond.

Purchase of Bonds In Lieu of RedemptionUnless otherwise expressly provided in the Indenture,
if at any time Available Moneys are held in any Fund or Account to be used to redeem Bonds, in lieu of
such redemption the Borrower may, in writing, direct the Trustee to use part or all of such moneys to
purchase Bonds which would otherwise be subject to redemption from such moneys. The purchase price of
such Bonds (excluding accrued interest, but including any brokerage and other charges) shall not exceed the
applicable redemption price of the Bonds which would be redeemed but for the operation of the provisions
of the Indenture described under this heading, with accrued interest to be paid on any such Bond to be paid
from the same Fund or Account from which accrued interest would be paid upon the redemption of such
Bond. Any such purchase must be completed prior to the time notice would otherwise be required to be
given to redeem the Bonds and may not occur, without the consent of the Trustee, after a Record Date. All
Bonds so purchased shall be canceled by the Trustee and the face amount of the Bonds so purchased shall
be applied as a credit against the Issuer’s obligation to redeem such Bonds from such moneys. Savings
resulting from the purchase of Bonds at less than their respective redemption prices shall be used to
purchase or redeem additional Bonds to the extent permitted by the Indenture. The Borrower may, at the
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expense of the Borrower, direct the Trustee to request the submission of tenders following notice to
Bondowners requesting such submission prior to making the purchases authorized by the provisions of the
Indenture described under this heading. Notice of acceptance of tenders shall be given by first-class mail,
postage prepaid, to all registered Bondowners, or in the case of Book-Entry Bonds, to DTC, or any
successor Securities Depository. The Borrower may specify the maximum and minimum period of time
which shall transpire between the date upon which such notice is to be given and the date upon which such
tenders are to be accepted. No tenders shall be considered or accepted at any price exceeding the price
described under this heading. The Trustee shall accept bids with the lowest price and in the event the
moneys available for purchase pursuant to such tenders are not sufficient to permit acceptance of all tenders
and if there are tenders at an equal price above the amount of moneys available for purchase, then the
Trustee shall select by lot, in such manner as it shall determine in its discretion, the Bonds tendered which
shall be purchased.

Book Entry-Only System

The Bonds will be available only in book-entry form. The Depository Trust Company (“DTC")
will act as the initial securities depository for the Bonds. The ownership of one fully registered Bond for
each maturity as set forth on the cover page of this Official Statement, each in the aggregate principal
amount of such maturity, will be registered in the name of Cede & Co., as hominee for DTC.

SO LONG AS CEDE & CO., AS NOMINEE OF DTC, IS THE REGISTERED OWNER OF THE
BONDS, REFERENCES IN THIS OFFICIAL STATEMENT TO THE REGISTERED OWNERS OF THE
BONDS WILL MEAN CEDE & CO. AND WILL NOT MEAN THE BENEFICIAL OWNERS.

DTC may discontinue providing its services as securities depository with respect to the Bonds at
any time by giving written notice to the Issuer, the Trustee and the Borrower and by discharging its
responsibilities with respect to the Bonds under applicable law. The Issuer or the Borrower with the consent
only of the other, may terminate the services of DTC (or a successor securities depository). Upon the
discontinuation or termination of the services of DTC, unless a substitute securities depository is appointed,
Bond certificates will be printed and delivered to the Beneficial Owners of the Bonds.

In the event the Bonds are removed from the Book-Entry System, the principal of and the interest
on the Bonds shall be payable to the persons in whose names the Bonds are registered on the Bond Register
on the applicable Record Date. Payments of interest on the Bonds shall be made to the Registered Owners
of the Bonds (as determined at the close of business on the Record Date next preceding the applicable
Interest Payment Date) by check drawn upon the Trustee and mailed by first class mail, postage prepaid, on
the Interest Payment Date. The principal amount of any Bond and premium, if any, together with interest
payable on any Bond Payment Date (other than interest payable on a regularly scheduled Interest Payment
Date) will be made by check only upon presentation and surrender of the Bond on or after its maturity date
or date fixed for redemption or other payment at the office of the Trustee designated by the Trustee for that
purpose. Notwithstanding the foregoing, payment of principal of, premium, if any, and interest on any Bond
shall be made by wire transfer to any account within the United States of America designated by a
Bondowner owning $1,000,000 or more in aggregate principal amount of Bonds (if requested in writing of
the Trustee by such Bondowner not less than five days prior to the applicable Bond Payment Date and if
such Bondowner otherwise complies with the reasonable requirements of the Trustee). A request for wire
transfer may specify that it is effective with respect to all succeeding payments of principal, premium, if
any, and interest and will be so effective unless and until rescinded in writing by the Bondowner at least
five days prior to the Record Date for the first Bond Payment Date to which such rescission is designated to
apply. Ifinterest on the Bonds is in default, the Trustee shall, prior to payment of interest, establish a special
record date (the “Special Record Date”) for such payment, which Special Record Date shall be not more
than 15 nor less than 10 days prior to the date of the proposed payment. Payment of such defaulted interest
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shall then be made by check or wire transfer, as described above, mailed or remitted to the persons in whose
names the Bonds are registered on the Special Record Date at the addresses or accounts of such persons
shown on the Bond Register.

SECURITY FOR THE BONDS
Pledge of Trust Estate

Pursuant to the Indenture, the Issuer has assigned and granted a security interest in, and pledged, the
property described below to the Trustee, in its capacity as Trustee, to secure the payment of the principal of,
premium, if any, and interest on the Bonds when the same become due and payable and to secure
Fannie Mae (the “Trust Estate”):

0] all right, title and interest of the Issuer in and to the Financing Agreement, and in
and to the Mortgage Loan, including the Mortgage Note, the Security Instrument and the other
Mortgage Loan Documents, and all amendments, modifications, supplements, renewals and
restatements of the foregoing, reserving, however, the Reserved Rights;

(ii) all rights to receive payments on the Mortgage Note and under the other
Mortgage Loan Documents, including all proceeds of insurance or condemnation awards;

(i) all right, title and interest of the Issuer in and to the Revenues, the Net Bond
Proceeds and the accrued interest, if any, derived from the sale of the Bonds, and all Funds,
Accounts and Investments under the Indenture (including, but not limited to, moneys, documents,
securities, Investments, instruments and general intangibles on deposit or otherwise held by the
Trustee under the Indenture), including Investment Income, but excluding moneys in the Fees
Account, the Rebate Fund and the Costs of Issuance Deposit Account of the Costs of Issuance
Fund (including within such exclusion Investment Income retained in the Costs of Issuance
Deposit Account of the Costs of Issuance Fund and Investment Income retained in the Rebate
Fund);

(iv) all documents, funds, moneys, securities, instruments and general intangibles and
any and all other rights and interests in property, whether tangible or intangible, from time to time
by delivery or by writing of any kind conveyed, mortgaged, pledged, assigned or transferred as
and for additional security under the Indenture for the Bonds by the Issuer, or by anyone on its
behalf, or with its written consent, to the Trustee, which is authorized by the Indenture to receive
any and all such property at any and all times, and to hold and apply the same subject to the terms
of the Indenture; and

(v) all of the proceeds of the foregoing, including, but not limited to, Investments
and Investment Income (except as excluded in paragraph (iii) above);

The principal of and interest on the Bonds will be secured by the Mortgage Loan and by
Fannie Mae’s credit enhancement of the Mortgage Loan, pursuant to the Credit Facility and by the Net
Bond Proceeds, to the extent not disbursed to the Borrower, and will be further secured by and payable from
the Revenues and any other moneys received by the Trustee for the payment of the principal of and interest
on the Bonds, amounts otherwise on deposit in the Funds and Accounts (other than moneys on deposit)
from time to time, in the Rebate Fund, the Costs of Issuance Fund (excluding moneys retained in the Costs
of Issuance Fund derived from Net Bond Proceeds) and the Fees Account) and certain Investment Income.
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Credit Facility

On the Closing Date, the Credit Provider will deliver the Credit Facility to the Trustee. A form of
the Credit Facility is attached hereto as Appendix H. Information regarding Fannie Mae is contained herein
under the caption “FANNIE MAE.”

THE BONDS ARE NOT A DEBT OF THE UNITED STATES OF AMERICA, OR ANY
AGENCY THEREOF, OR OF FANNIE MAE. PAYMENT OF PRINCIPAL OF, PREMIUM, IF ANY,
AND INTEREST ON, THE BONDS IS NOT GUARANTEED BY FANNIE MAE. SO LONG AS THE
CREDIT FACILITY IS IN EFFECT, FANNIE MAE’'S OBLIGATIONS, AS DESCRIBED GENERALLY
HEREIN, WILL BE SOLELY AS PROVIDED IN THE CREDIT FACILITY. THE OBLIGATIONS OF
FANNIE MAE UNDER THE CREDIT FACILITY WILL BE OBLIGATIONS SOLELY OF
FANNIE MAE, A FEDERALLY CHARTERED STOCKHOLDER-OWNED CORPORATION. THE
OBLIGATIONS OF FANNIE MAE ARE NOT BACKED BY THE FULL FAITH AND CREDIT OF
THE UNITED STATES OF AMERICA. FANNIE MAE HAS NO OBLIGATION TO PURCHASE,
DIRECTLY OR INDIRECTLY, ANY OF THE BONDS.

RISK FACTORS

The following is a summary of certain risks associated with the purchase of the Bonds. This
summary is not intended to be a comprehensive list of the risk factors associated with the Bonds. The
Bonds are to be payable from payments to be made by the Borrower under the Mortgage Note. The
Borrower’s obligation to make such payments pursuant to the Financing Agreement and Mortgage Note is
nonrecourse and secured only pursuant to the Security Instrument. The Borrower’s ability to make such
payments is subject to financial conditions applicable to the Borrower and the Project which may change in
the future to an extent that cannot be determined at this time.

Bond Rating Based on Fannie Mae

The rating on the Bonds is based on the Credit Facility and the creditworthiness of Fannie Mae.
The main credit risk to investors is that Fannie Mae will fail to perform under the Credit Facility in the event
that the Borrower does not make timely payments on the Mortgage Note.

Bankruptcy of Borrower

In the event of a bankruptcy filing by or against the Borrower, all or a portion of any payments
made to Bondowners within 91 days of the filing of such bankruptcy could be recovered from Bondowners
by the order of a bankruptcy judge finding that such payments to Bondowners were “preferential” payments
within the meaning of Section 547 of the United States Bankruptcy Code. In the event Bondowners were
ordered to return payments previously received, Bondowners’ recourse, through the Trustee, would be to the
obligations of Fannie Mae to the Trustee as and to the extent provided in the Credit Facility.

The United States Bankruptcy Code automatically stays enforcement of any liens, such as the
Security Instrument, against the property of a bankrupt estate, even if such liens arose prior to the filing of
the bankruptcy petition. In the event of the bankruptcy of the Borrower, the Trustee’s ability to enforce the
provisions of the Security Instrument would be substantially impaired, absent relief by the bankruptcy court
from the automatic stay. In the event of such a stay, Bondowners recourse, through the Trustee, would be to
the obligations of Fannie Mae to the Trustee as and to the extent provided in the Credit Facility.
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No Acceleration or Redemption
Upon Loss of Tax Exemption

The Borrower has covenanted and agreed to comply with the provisions of the Code relating to the
exclusion from gross income for federal income tax purposes of the interest payable on the Bonds. The
financing documents contain provisions and procedures designed to assure compliance with such covenant.
See “TAX MATTERS.” The Borrower’s covenant to comply with the requirements of the Code, however,
is nonrecourse to the Borrower, and the Borrower’s liability is limited to the revenues and assets comprising
the Project. Furthermore, the Borrower’s failure to comply with such provisions will not constitute a default
under the Mortgage Loan and will not give rise to a redemption or acceleration of the Bonds (unless
Fannie Mae determines, at its option and in its sole and absolute discretion, that such failure will constitute
such a default) and is not the basis for an increase in the rate of interest payable on the Bonds.
Consequently, interest on the Bonds may become includable in gross income for purposes of federal income
taxation retroactive to the date of issuance of the Bonds by reason of the Borrower’s failure to comply with
the requirements of federal tax law, and none of the Issuer, the Trustee or the Bondowners will have
remedies available to them to mitigate the adverse economic effects to the Bondowners of such inclusion by
reason of the Borrower's noncompliance.

Failure of Provider of an Investment
Agreement To Make Payments Thereunder

Scheduled payments made under the Mortgage Note are made on a monthly basis and scheduled
payments on the Bonds are made semiannually. Until applied to make payment on the Bonds, payments
received on the Mortgage Note may be invested under an Investment Agreement. Failure of the provider of
the Investment Agreement to make payments thereunder may adversely affect the ability of the Trustee to
make payments on the Bonds. In addition, a reduction in the rating of the Investment Agreement Provider
or a deterioration in its financial strength may adversely affect the rating on the Bonds. See
“MATHEMATICAL VERIFICATION OF CASH FLOWS.”

Performance of the Project

No assurance can be given as to the future performance of the Project. The economic feasibility of
the Project depends in large part upon the ability of the Borrower to attract sufficient numbers of residents
and to maintain substantial occupancy throughout the term of the Bonds at sufficient rents. Occupancy of
the Project may be affected by competition from existing housing facilities (including facilities that may be
or may become owned by the Borrower or an affiliate of the Borrower) or from housing facilities which
may be constructed in the area served by the Project (including facilities that may have been or may in the
future be constructed by the Borrower or affiliates of the Borrower). The Issuer makes no representation,
direct or indirect, that the Project will be able to generate sufficient income for the Borrower to make its
debt service payments under the Mortgage Note or other payment obligations of the Borrower under the
Bond Documents or the Mortgage Loan Documents and its operating expenses. Other than the information
set forth in the Appraisal (defined in “THE BORROWER AND THE PROJECT"), neither the Issuer nor
any other person or entity has performed a feasibility or market study regarding the Project. Restrictions
imposed under the Code on tenant income and the rent that can be charged could have an adverse effect on
the Borrower’s ability to satisfy its obligations under the Mortgage Loan Documents, especially if operating
expenses should increase beyond what the Borrower had anticipated. A default by the Borrower under the
Financing Agreement, including the failure by the Borrower to pay on the date due any amounts required to
be paid by the Borrower under the Financing Agreement, the Mortgage Note, the Security Instrument or the
Reimbursement Agreement, may result in a mandatory redemption or acceleration of the Bonds. No
premium will be paid on the Bonds in the event of such a redemption or acceleration. See
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“APPENDIX B—SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE—Default Provisions
and Remedies,” and “THE BORROWER AND THE PROJECT.”

Interest Reduction Payments

The Borrower expects the Loan Servicer, on behalf of Fannie Mae, to receive from HUD IRPs with
respect to the Project pursuant to Section 236 of the National Housing Act. The Borrower further expects to
cause the Loan Servicer to apply IRPs in partial satisfaction of the Borrower’s payment obligations under
the Mortgage Note. IRPs will be paid by HUD to the Loan Servicer, on behalf of Fannie Mae, pursuant to
an IRP Agreement (as defined herein under the heading “THE BORROWER AND THE PROJECT—IRP
Payments and Additional Income and Rent Restrictions”). As a condition to the execution of the IRP
Agreement, the Borrower and HUD have executed the Use Agreement (as defined herein under the heading
“THE BORROWER AND THE PROJECT—IRP Payments and Additional Income and Rent
Restrictions”). Failure to comply with the requirements of the IRP Agreement or the Use Agreement could
result in a reduction or termination of IRPs. Although the Borrower will remain obligated to make
payments under the Mortgage Note, no assurance can be given that the Project will generate sufficient
revenues to make full and timely payments under the Mortgage Note in the event of a reduction or early
termination of IRPs. Failure to make full and timely payments on the Mortgage Note can result in an early
redemption of the Bonds at a price of par plus accrued interest thereon, without premium.

Environmental Matters

There are potential risks relating to environmental liability associated with the ownership of any
property. If hazardous substances are found to be located on a property, the owners of such property may be
held liable for costs and other liabilities relating to such hazardous substances. In the event of a foreclosure
of the Project or active participation in the management of the Project by the Trustee on behalf of the
Bondowners, the Trustee (and, indirectly, the Bondowners) may be held liable for costs and other liabilities
related to hazardous substances, if any, on the site of the Project on a strict liability basis and such costs
might exceed the value of such property.

Early Redemption
A variety of factors described herein will result in an early redemption of the Bonds. The
possibility of an early redemption could affect the ability of the Bonds to be valued or sold, at a premium.
Early redemption would also cause a loss of any premium otherwise owing to the Owner of any Bond. See
“THE BONDS—Redemption—Special Mandatory Redemption Upon Casualty or Condemnation.”
ESTIMATED SOURCES AND USES OF FUNDS

The following is a list of the approximate sources and uses of funds, exclusive of accrued interest
on the Bonds.
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Source of Funds

Bonds $5,200,000

Borrower Deposit 338,118
Total Source of Funds $5,538,118

Uses of Funds

Mortgage Loan Fund $5,200,000

Initial Debt Service Deposit 27,500

Bond Costs of Issuance 164,250

Mortgage Banking and Credit Enhancement Costs 146,368
Total Uses of Funds $5,538,118

FANNIE MAE

The following information has been provided by Fannie Mae for use herein. While the information
is believed to be reliable, neither the Issuer, the Underwriter, the Borrower, the Loan Servicer nor any of
their respective counsel, members, officers or employees make any representations as to the accuracy or
sufficiency of such information.

Fannie Mae is a federally chartered and stockholder-owned corporation organized and existing under
the Federal National Mortgage Association Charter Act, 12 U.S.C. 1716 et seq. It is the largest investor in
home mortgage loans in the United States with a net portfolio of $663 billion of mortgage loans as of
June 30, 2001. Fannie Mae was originally established in 1938 as a United States government agency to
provide supplemental liquidity to the mortgage market and became a stockholder-owned and privately
managed corporation by legislation enacted in 1968.

Fannie Mae purchases, sells, and otherwise deals in mortgages in the secondary market rather than as
a primary lender. It does not make direct mortgage loans but acquires mortgage loans originated by others.
In addition, Fannie Mae issues mortgage-backed securities (“MBS”), primarily in exchange for pools of
mortgage loans from lenders. Fannie Mae receives guaranty fees for its guarantee of timely payment of
principal of and interest on MBS certificates.

Fannie Mae is subject to regulation by the Secretary of Housing and Urban Development (“HUD")
and the Director of the independent Office of Federal Housing Enterprise Oversight within HUD. Approval
of the Secretary of Treasury is required for Fannie Mae’s issuance of its debt obligations and MBS. Five of
the eighteen members of Fannie Mae’s Board of Directors are appointed by the President of the United
States, and the other thirteen are elected by the holders of Fannie Mae’s common stock.

The securities of Fannie Mae are not guaranteed by the United States and do not constitute a debt or
obligation of the United States or any agency or instrumentality thereof other than Fannie Mae.

As of June 30, 2001, Fannie Mae’s stockholders’ equity was $19.4 billion. Information on Fannie
Mae and its financial condition is contained in Fannie Mae’s Information Statement dated March 30, 2001,
and Supplement thereto dated May 15, 2001 and August 14, 2001, (and any later supplement to or update of
such Information Statement). Copies of the most recent Information Statement, any Supplements to the
Information Statement and Fannie Mae’s most recent annual report to stockholders and proxy statement are
available without charge from the Office of Investor Relations, Fannie Mae, 3900 Wisconsin Avenue, NW,
Washington, DC 20016 (telephone: 202/752-7115). The Information Statement, Supplements and Annual
Report are also available by accessing Fannie Mae’s world wide web site at
http://www.fanniemae.com/investors.
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Fannie Mae makes no representation as to the contents of this Official Statement, the suitability of
the Bonds for any investor, the feasibility of performance of any project, or compliance with any securities,
tax or other laws or regulations. Fannie Mae’s role with respect to the Bonds is limited to issuing and
discharging its obligations under the Credit Facility and exercising the rights reserved to it in the Indenture
and the Reimbursement Agreement.

THE ISSUER

The Issuer is a joint exercise of powers authority duly organized and existing under the laws of the
State of California. The Issuer was formed pursuant to the terms of a Joint Powers Agreement, dated as of
April 1, 1990, as amended as of September 18, 1990 and June 9, 1992, and the Act in order to assist
nonprofit corporations and other entities to obtain financing for projects located within the several
jurisdictions of Issuer members with purposes serving the public interest.

THE BONDS ARE SPECIAL OBLIGATIONS OF THE ISSUER, PAYABLE SOLELY FROM
AND SECURED BY THE PLEDGE OF REVENUES PURSUANT TO THE INDENTURE. NEITHER
THE ISSUER, THE ASSOCIATION OF BAY AREA GOVERNMENTS (“ABAG”) OR THE
MEMBERS OF THE ISSUER OR ABAG SHALL BE DIRECTLY OR INDIRECTLY OR
CONTINGENTLY OR MORALLY OBLIGATED TO USE ANY OTHER MONEYS OR ASSETS OF
THE ISSUER, ABAG OR ANY OF ITS MEMBERS TO PAY ALL OR ANY PORTION OF DEBT
SERVICE DUE ON THE BONDS. THE BONDS AND THE OBLIGATION TO PAY PRINCIPAL OF
AND INTEREST THEREON AND ANY REDEMPTION, PREMIUM WITH RESPECT THERETO DO
NOT CONSTITUTE AN INDEBTEDNESS OR AN OBLIGATION OF THE ISSUER OR ABAG, THE
STATE OF CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF, WITHIN THE MEANING
OF ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION, OR A CHARGE AGAINST
THE GENERAL CREDIT OR TAXING POWERS OF ANY OF THEM, BUT SHALL BE PAYABLE
SOLELY FROM THE REVENUES DESCRIBED HEREIN. NO OWNER OF THE BONDS SHALL
HAVE THE RIGHT TO COMPEL THE EXERCISE OF THE TAXING POWER OF THE STATE OF
CALIFORNIA OR ANY POLITICAL SUBDIVISION THEREOF TO PAY ANY PRINCIPAL OF,
PURCHASE PRICE, PREMIUM, IF ANY, OR INTEREST ON THE BONDS. NEITHER THE ISSUER
NOR ABAG HAVE ANY TAXING POWER.

THE BORROWER AND THE PROJECT

The following information has been provided by the Borrower for use herein. While the
information is believed to be reliable, neither the Issuer, the Underwriter, Fannie Mae, the Loan Servicer
nor any of their respective counsel, members, officers or employees make any representations as to the
accuracy or sufficiency of such information.

The Borrower

Bijou Woods Associates, L.P., a California limited partnership (the “Borrower”), is a single asset
entity consisting of the Foundation for Social Resources, Inc., a Delaware nonprofit corporation (“FSR”), as
the managing general partner, SLSM, LLC, a California limited liability company (“SLSM"), as the
co-general partner, Lend Lease Bijou Woods, LLC, as the investor limited partner and Protech 2001-B LLC
as the special limited partner.

FSR was founded in 1988. FSR has ownership or beneficial interests in over 16,000 dwelling units

in over 80 separate multifamily communities with over 1,500 units in various stages of acquisition or
development.
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SLSM was established in 1997. In addition to the Project, SLSM is also a general partner in 10
other multifamily projects that have been acquired since 1997 with a total of 1,260 units.

The principals of SLSM are Dr. Scott Lefaver and R. Stephen Mattoon, who have over
22 combined years of real estate development and investment experience. Examples of multifamily
residential projects in which R. Stephen Mattoon has been involved as developer since 1995 include:

(a) The Metropolis, 12-unit condominium project completed in 1995 in San Francisco,
California.

(b) Antelope Ranch Apartments, 116-unit multifamily project, rehabilitation completed
in 1998 in Sacramento, California.

(c) Clover Ridge Apartments, 96-unit multifamily project, rehabilitation completed in
1998 in Sacramento, California.

(d) Sunset Park Apartments, 150-unit multifamily project, rehabilitation completed in
1998 in Sacramento, California.

(e) Summerwood Apartments, 64-unit multifamily project, rehabilitation completed in
1998 in Sacramento, California.

(f) Sundale Apartments, 132-unit multifamily project, rehabilitation completed in 1998
in Fremont, California.

(g) Mission Terracina Apartments, 76-unit multifamily project, rehabilitation completed
in 1998 in Vallejo, California.

(h) Eastridge Apartments, 80-unit multifamily project, rehabilitation completed in 2000
in Grass Valley, California.

() Richfield Place Apartments, 266-unit multifamily project, rehabilitation will be
completed in December, 2001 in Richmond, Virginia.

() Chester Creek Estates Apartments, 100-unit multifamily project, rehabilitation to be
completed in 2001 in Anchorage, Alaska.

(k) Chester Park Estates Apartments, 180-unit multifamily project, rehabilitation to be
completed in 2001 in Anchorage, Alaska.

The Borrower does not intend to acquire any substantial assets or engage in any substantial business
activities other than those related to the ownership of the Project, and the Borrower is required to be a single
asset/sole purpose entity by the documents relating to the Mortgage Loan. However, SLSM and other
affiliated entities may engage in the acquisition, development, ownership and management of similar types
of housing projects.

Neither the Borrower nor SLSM will be personally liable for payments on the Mortgage Note.
Furthermore, no representation is made that the Borrower will have substantial funds to meet operating
deficits of the Project should they occur. Accordingly, neither the Borrower’s financial statements nor those
of its partners are included in this Official Statement.
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The Borrower has hired a third-party manager, FPI Management, Inc. (“FPI”), to manage the
Project. FPI currently manages just under 16,000 units, including approximately 8,000 units operated under
various affordable housing programs. FPI has been managing residential units for over 25 years.

The Project

The Project is located at 3421 Spruce Avenue, South Lake Tahoe, California. The Project was
constructed in 1972 on approximately 9.65 acres and contains 92 units in 15 buildings as follows:

Number of Monthly Rent
Type Units Square Footage per Unit
One Bedroom 18 614 $558
Two Bedroom 34 792 670
Three Bedroom 34 1,049 929
Four Bedroom 6 1,241 1,044

The Project also includes two playgrounds. Resident parking includes 105 spaces. Rehabilitation
of the project consisting principally of interior refurbishing and exterior work was completed in July, 2001

Historical Operating Results of the Project

The Project was acquired by the Borrower on August 30, 2000 with the proceeds of the Prior
Bonds. The table below sets forth a brief summary of the operating history of the Project for the periods
from September 1, 2000 to December 31, 2000 and from January 1, 2001 to July 31, 2001, which was
summarized from the unaudited financial statements for the Project provided by the Borrower. The Project
is approximately 95% occupied as of September, the most recent month for which such information was
available. Neither the Issuer nor the Underwriter makes any representation as to the accuracy of the
financial information summarized below.

September 1, 2000

January 1, 2001

through through
December 31, 2000 July 31, 2001
(unaudited) (unaudited)
Total Gross Rental Revenue and Other Incbme $243,601 $433,094
Less: Total Operating Expenses Before Depreciation (98,897 (154,513
Net Operating Income (Cash Basis) Available for Debt
Service $144,704 $278,581

Does not include IRPs, which are expected to total approximately $58,000 annually, payable monthly,

through and including June, 2012.

Approximately 75% of the tenants are receiving project-based Section 8 subsidies at the rents listed

above.
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There can be no assurance that the revenues generated by the Project (“Project Revenues”) will be
sufficient in the future to pay the Project’'s operating expenses, debt service on the Note, the fees and
expenses of the Trustee, fees of the Issuer and all other obligations of the Borrower with respect to the
Project, the Loan and the Bonds (collectively, the “Project Obligations”). The Borrower’s ability to pay
Project Obligations may be materially and adversely affected to the extent that the Borrower is unable to
increase Project Revenues by increasing rents or otherwise if expenses incurred in operating the Project are
higher than anticipated or if occupancy of the Project decreases.

Income and Rent Restrictions

The Project is required to be occupied by families whose incomes satisfy certain requirements set
forth in the Regulatory Agreement. In addition, the rents that can be charged for certain units in the Project
are limited as set forth in the Regulatory Agreement. See “APPENDIX C—SUMMARY OF CERTAIN
PROVISIONS OF THE REGULATORY AGREEMENT” attached hereto.

IRP Payments and Additional Income and Rent Restrictions

The Borrower expects the Loan Servicer, on behalf of Fannie Mae, to receive from HUD Interest
Reduction Payments (“IRPs”) with respect to the Project pursuant to Section 236 of the National Housing
Act. The Borrower further expects to cause the Loan Servicer to apply IRPs in partial satisfaction of the
Borrower’s payment obligations under the Mortgage Note. IRPs will be paid by HUD to the Loan Servicer,
on behalf of Fannie Mae, pursuant to an Agreement for Interest Reduction Payments dated as of August 21,
2000 (the “IRP Agreement”) by and among the Borrower, the Issuer and HUD. IRPs are expected to total
approximately $58,000 annually, payable monthly through and including June, 2012. The IRP Agreement
requires, among other things, that the units in the Project be habitable, that certain tenant income limits and
rent limits set forth in the Use Agreement (as defined below) be complied with, that the Project be owned by
an eligible owner and that HUD approve successor Loan Servicers.

The Borrower and HUD have executed an Amended and Restated Use Agreement dated as of
August 17, 2000 (the “Use Agreement”). Pursuant to the Use Agreement, the Borrower is required to
comply with the following tenant income limits and rent limits. Seventy-five percent of the units in the
Project must be rented to tenants with incomes at or below an amount equal to 50% of area median income
and twenty-five percent of the units in the Project must be rented to tenants with incomes at or below an
amount equal to 60% of area median income. The tenant income limits set forth in the Use Agreement are
to be complied with until June, 2017. See “RISK FACTORS—Interest Reduction Payments” herein.

THE MORTGAGE NOTE

The Mortgage Loan will be evidenced by a Mortgage Note. The Mortgage Note will be a
nonrecourse obligation of the Borrower (subject to certain enumerated exceptions to nonrecourse liability)
to repay the Mortgage Loan and will be secured by the Security Instrument. The Mortgage Note will
consist of two principal amounts. Principal Amount A will be $5,045,000 and Principal Amount B will be
$155,000. The Mortgage Note will bear interest on the unpaid principal balance of the Mortgage Note at
6.2078% per annum with respect to Principal Amount A and at 5.48% per annum with respect to Principal
Amount B for the period beginning on the Closing Date to the date on which the Mortgage Note is paid in
full (the “Mortgage Note Rate,” the components of which are more fully described below). The Mortgage
Note will be payable in 360 consecutive monthly installments of principal and interest beginning on the
first day of the month following the month in which the Closing Date occurs until the entire indebtedness
evidenced by the Mortgage Note is paid in full, provided that any remaining indebtedness, if not sooner
paid, will be due and payable on November 1, 2031.
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The Mortgage Note will bear interest at an interest rate (the “Mortgage Note Rate”) comprised of:

(a) fixed pass-through rate of interest (the “Pass-Through Rate”), which will be a rate
sufficient to pay when due the interest on the Bonds and the Third Party Fees to the extent
included in the Mortgage Note Rate; and

(b) “Set Rate Interest,” which will be a percentage equivalent to the sum of (i) the
Facility Fee payable to Fannie Mae and (ii) the Servicing Fee payable to the Loan Servicer.

THE LOAN SERVICER

American Property Financing, Inc., a Delaware corporation (the “Loan Servicer”), will perform
mortgage servicing functions with respect to the Mortgage Loan on behalf of and in accordance with
Fannie Mae requirements. The servicing arrangements between Fannie Mae and the Loan Servicer for the
servicing of the Mortgage Loan are solely between Fannie Mae and the Loan Servicer and neither the Issuer
nor the Trustee is deemed to be party thereto or has any claim, right, obligation, duty or liability with respect
to the servicing of the Mortgage Loan.

The Loan Servicer will be obligated, pursuant to its arrangement with Fannie Mae and
Fannie Mae’s servicing requirements, to perform diligently all services and duties customary to the
servicing of mortgages, as well as those specifically prescribed by Fannie Mae. Fannie Mae will monitor
the Loan Servicer’'s performance and has the right to remove the Loan Servicer with or without cause. The
duties performed by the Loan Servicer include general loan servicing responsibilities, collection and
remittance of principal and interest payments, administration of mortgage escrow accounts and collection of
insurance claims.

The selection (or replacement) of the Loan Servicer is in the sole and absolute discretion of
Fannie Mae. The servicing arrangements between the Loan Servicer and Fannie Mae are subject to
amendment or termination from time to time without the consent of the Issuer, the Trustee or the Borrower,
and none of the Trustee, the Issuer or the Borrower have any rights under, and none is a third party
beneficiary of, the servicing arrangements between the Loan Servicer and Fannie Mae.

The Loan Servicer is an approved DUS seller/servicer under Fannie Mae's Delegated Underwriting
and Servicing product line.

The Loan Servicer makes no representation as to the contents of this Official Statement, the
suitability of the Bonds for any investor, the feasibility of performance of the Project or compliance with
any securities, tax or other laws or regulations. The Loan Servicer's role is limited to underwriting and
servicing the Mortgage Loan.

ENFORCEABILITY OF REMEDIES

The remedies available to the Trustee, the Issuer and the owners of the Bonds upon an Event of
Default under the Indenture are in many respects dependent upon regulatory and judicial actions, which are
often subject to discretion and delay. Under existing law and judicial decisions, the remedies provided for
under the Financing Agreement, the Regulatory Agreement and the Indenture may not be readily available
or may be limited. The various legal opinions to be delivered concurrently with the delivery of the Bonds,
the Financing Agreement, the Regulatory Agreement and the Indenture may be qualified as to enforceability
of the various legal instruments by limitations imposed by bankruptcy, reorganization, insolvency or other
similar laws affecting the rights of creditors generally, by equitable remedies and proceedings generally, by
common law and statutes affecting enforceability of contractual obligations generally and by principles of
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public policy concerning, affecting or limiting the enforcement of remedies against governmental entities
such as the Issuer.

TAX MATTERS

In the opinion of Jones Hall, A Professional Law Corporation, San Francisco, California, Bond
Counsel, under existing law, the interest on the Bonds is excluded from gross income for federal income tax
purposes, except during any period while a Bond is held by a “substantial user” of the facilities financed by
the Bonds or by a “related person” within the meaning of Section 147(a) of the Code. It should be noted,
however, that such interest is an item of tax preference for purposes of the federal alternative minimum tax
imposed on individuals and corporations.

The opinion of Bond Counsel is subject to the condition that the Issuer and the Borrower comply
with all requirements of the Code that must be satisfied subsequent to the issuance of the Bonds in order that
interest thereon be, or continue to be, excluded from gross income for federal income tax purposes. The
Issuer and the Borrower have covenanted to comply with each such requirement. Failure to comply with
certain of such requirements may cause the inclusion of interest on the Bonds in gross income for federal
income tax purposes to be retroactive to the date of issuance of the Bonds. Bond Counsel expresses no
opinion regarding other federal tax consequences arising with respect to the Bonds.

Owners of the Bonds should also be aware that the ownership or disposition of, or the accrual or
receipt of interest on, the Bonds may have federal or state tax consequences other than as described above.
Bond Counsel expresses no opinion regarding any federal or state tax consequences arising with respect to
the Bonds other than as expressly described above.

In the further opinion of Bond Counsel, interest on the Bonds is exempt from California personal
income taxes.

The proposed form of the opinion of Bond Counsel with respect to the Bonds is attached hereto as
Appendix F.

LEGAL MATTERS
Litigation

The Borrower. There is no litigation or proceeding pending or threatened against or affecting the
Borrower that challenges the validity of the Financing Agreement or the Mortgage Loan or the validity of
the transactions contemplated by this Official Statement.

The Issuer There is no pending or, to the best knowledge of the Issuer, threatened litigation
seeking to restrain or enjoin the issuance, sale, execution or delivery of the Bonds, or in any way
contesting or affecting the validity of the Bonds or any proceeding of the Issuer taken with respect to the
issuance or sale thereof, the pledge or application of any moneys or security provided for the payment of
the Bonds, or existence or powers of the Issuer, or the authority of the Issuer to enter into any document
relating to the Indenture or the Bonds.

Approval of Certain Legal Proceedings
Certain legal matters incident to the authorization, issuance, and delivery of the Bonds are subject to

the approval of Jones Hall, A Professional Law Corporation, San Francisco, California, Bond Counsel. The
proposed form of such opinion is included in this Official Statement as Appendix F. Certain legal matters
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will be passed upon for the Issuer by its special counsel, Sidley Austin Brown & Wood LLP, for
Fannie Mae by its Legal Department and by its special counsel, O'Melveny & Myers LLP, for the Borrower
by Gubb & Barshay, LLP, San Francisco, California, and for the Underwriter by its counsel,
Kutak Rock LLP. The payment of the fees of certain of the foregoing counsel is contingent on the issuance
and delivery of the Bonds.

CONTINUING DISCLOSURE

The Issuer and the Borrower have determined that no financial or operating data concerning the
Issuer is material to an evaluation of the offering of the Bonds or to any decision to purchase, hold or sell
Bonds and the Issuer will not provide any such information. The Borrower has undertaken all
responsibilities for any continuing disclosure to Bondholders as described below, and the Issuer will have no
liability to the Holders of the Bonds or any other person with respect to Rule 15¢2-12 (the “Rule”) under the
Securities Exchange Act of 1934, as amended.

The Borrower will enter into a Continuing Disclosure Agreement dated as of the date of the
Indenture (the “Disclosure Agreement”) with the Trustee, acting as the Dissemination Agent, obligating the
Borrower to send, or cause to be sent, certain financial information with respect to the Project to certain
information repositories annually and to provide notice, or cause notice to be provided, to the Municipal
Securities Rulemaking Board and a state information repository, if any, of certain enumerated events for the
benefit of the Beneficial Owners of any of the Bonds, in order to allow the Underwriter to meet the
requirements of Section (b)(5)(i) of the Rule. The form of the Disclosure Agreement is set forth in
Appendix G.

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

MATHEMATICAL VERIFICATION OF CASH FLOWS

The mathematical accuracy of certain computations included in the schedules provided by the
Underwriter relating to the computation of the cash flows from the projected payments of principal and
interest on the Mortgage Loan and the sufficiency of such payments together with certain amounts held
under the Indenture for the payment of the principal of and interest on the Bonds and certain fees will be
verified by Causey Demgen & Moore Inc., Denver, Colorado (the “Verification Agent”). The Verification
Agent has restricted its procedures to verifying the arithmetical accuracy of certain computations and has
not made any study or evaluation of the assumptions and information on which the computations are based
and, accordingly, has not expressed an opinion on the data used, the reasonableness of the assumptions or
the achievability of the projected outcome.

The interest rate on the Mortgage Loan has been established at a rate such that payments on the
Mortgage Loan (and any interest earned on such payments during the period they are on deposit with the
Trustee) are expected by the Borrower, on the basis of a Cash Flow Projection prepared by the Underwriter
and verified by the Verification Agent, to be sufficient to pay the principal of and interest on the Bonds, the
Servicing Fee of the Loan Servicer, the Fannie Mae Facility Fee and Third Party Fees (to the extent included
in the Mortgage Note Rate). The Cash Flow Projection takes into consideration the projected investment
earnings on certain moneys on deposit in the various Funds and Accounts. In the event that the investment
earnings on any investment is less than the return anticipated in the Cash Flow Projections or if there is an
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error in the Cash Flow Projections, there may not be sufficient amounts available to pay the principal of and
interest on the Bonds. This could result in a payment default on the Bonds even though there is no default
under the Mortgage Loan or under the Credit Facility. The remedies of the Trustee are limited in this event.
Neither Fannie Mae nor the Loan Servicer has prepared, reviewed or verified, makes no representation or
warranty with respect to, does not certify to, and assumes no responsibility or liability for, any Cash Flow
Projection or Verification Report, the calculations used in any Cash Flow Projection, the assumptions used
in making such calculations, the mathematical accuracy of such calculations or for the sufficiency of any
payments based on any Cash Flow Projection, including any Investment Income included in any Cash Flow
Projection, to pay the principal of and interest on the Bonds when due, any fees, including any Third Party
Fees, when due, or any other amounts at any time.

RATING

Moody’s Investors Service (“Moody’s”) has assigned the rating set forth on the cover hereof to the
Bonds. Such rating expresses only the views of Moody’s. An explanation of the significance of the rating
may be obtained from Moody's at 99 Church Street, New York, New York 10007 (telephone
(212) 553-0376). There is no assurance that such rating will continue for any given period of time or will
not be revised or withdrawn entirely by the rating agency if, in its judgment, circumstances so warrant.
Neither the Issuer, the Underwriter, Fannie Mae, the Loan Servicer nor the Borrower has undertaken any
responsibility to bring to the attention of the holders of the Bonds any proposed downward revision or
withdrawal of a rating of the Bonds, or to oppose any such proposed downward revision or withdrawal.
Any such downward revision in or withdrawal of such rating may have an adverse effect on the market price
of the Bonds.

UNDERWRITING

Newman & Associates, Inc. (the “Underwriter”) has agreed, subject to certain conditions, to
purchase the Bonds from the Issuer at a price of 100% of the principal amount of the Bonds, plus accrued
interest thereon. As consideration for its purchase of the Bonds, the Underwriter will be paid a fee equal to
1.25% of the principal amount of the Bonds.

The obligation of the Underwriter to purchase Bonds is subject to certain terms and conditions set
forth in the purchase contract entered into among the Underwriter, the Borrower and the Issuer. The Bonds
may be offered and sold to certain dealers, banks and others at prices lower than the initial offering prices,
and such initial offering prices may be changed, from time to time, by the Underwriter.

MISCELLANEOUS

This Official Statement is submitted in connection with the sale of the securities referred to herein
and may not be reproduced or used, as a whole or in part, for any other purpose. Any statements in this
Official Statement involving matters of opinion, whether or not expressly so stated, are intended as such and
not as representations of fact. This Official Statement is not to be construed as a contract or agreement
between the Issuer and the purchasers or owners of any of the Bonds. The use of this Official Statement has
been duly approved by the Issuer and the Borrower.

The Issuer is a conduit issuer and has not prepared or participated in the preparation of this Official
Statement and is not responsible for the statements made herein except for the information under the
captions “THE ISSUER” and “LEGAL MATTERS—Litigation—The Issuer” and the Issuer will not
participate in or be responsible for the offering, sale or distribution of the Bonds.
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[Issuer’s Signature Page to Official Statement]

ABAG FINANCE AUTHORITY FOR
NONPROFIT CORPORATIONS

By: _/s/ Joseph K. Chan

Chief Financial Officer
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[Borrower's Signature Page to Official Statement]

BIJOU WOODS ASSOCIATES, L.P., a California
limited partnership

By FOUNDATION FOR SOCIAL RESOURCES,
INC., a Delaware nonprofit corporation, its
Managing General Partner

By _/s/ Jonathan Webb
Ilts Executive Director

By SLSM, LLC, a California limited liability
company, its Co-General Partner

By _/s/ R. Stephen Mattoon
R. Stephen Mattoon, Manager

By _/s/ Scott Lefaver
Scott Lefaver, Manager
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APPENDIX A

CERTAIN DEFINITIONS

The following summary of the definitions contained in the various documents entered into with
respect to the Bonds is a summary only and does not purport to be a complete statement of the contents
thereof. Reference is made to the full text of the documents herein described for the complete terms thereof.

“Account means any Account within a Fund.

“Act’ means Chapter 5 of Division 7 of Title 1 of the Government Code of the State, in accordance
with Chapter 7 of Part 5 of Division 31 of the Health and Safety Code of the State, as the same may be
amended from time to time (but only to the extent that any such amendments, either by their terms or by
appropriate election of the Issuer or the Borrower, apply to the Bonds or the Mortgaged Property).

“Act of Bankruptcy means any proceeding instituted under the Bankruptcy Code or other
applicable insolvency law by or against the Issuer.

“Advancé means an advance under the Credit Facility, which may be a Scheduled Payment
Advance, a Bankruptcy-Related Advance, or an Extraordinary Advance, as each is defined in the Credit
Facility.

“Assignmeritmeans the Assignment and Intercreditor Agreement, dated as of the date of the
Indenture, by and among the Issuer, the Trustee and Fannie Mae, and acknowledged, accepted and agreed to
by the Borrower, as it may be amended, modified, supplemented or restated from time to time.

“Authorized Borrower Representativeeans any person who, at any time and from time to time,
may be designated as the Borrower’s authorized representative by written certificate furnished to the Issuer,
the Loan Servicer, the Credit Provider and the Trustee containing the specimen signature of such person and
signed on behalf of the Borrower by or on behalf of any authorized general partner of the Borrower if the
Borrower is a general or limited partnership, by any authorized managing member of the Borrower if the
Borrower is a limited liability company, or by any authorized officer of the Borrower if the Borrower is a
corporation, which certificate may designate an alternate or alternates. The Trustee may conclusively
presume that a person designated in a written certificate filed with it as an Authorized Borrower
Representative is an Authorized Borrower Representative until such time as the Borrower files with it (with
a copy to the Issuer, the Loan Servicer and the Credit Provider) a written certificate identifying a different
person or persons to act in such capacity.

“Authorized Denominatiédrmeans $5,000 or any integral multiple of $5,000.

“Authorized Officermeans the President, the Chief Financial Officer or the Secretary of the Issuer,
and any other officer or employee of the Issuer designated to perform a specified act, to sign a specified
document or to act generally, on behalf of the Issuer by a written certificate furnished to the Trustee, which
certificate is signed by the President, the Chief Financial Officer or the Secretary of the Issuer and contains
the specimen signature of such other officer or employee of the Issuer.

“Available Moneysmeans, as of any date of determination (a) the proceeds of the Bonds, (b)
moneys received by the Trustee pursuant to the Credit Facility, (c) any other amounts with respect to which
the Trustee has received an Opinion of Counsel to the effect that (1) the use of such amounts to make
payments on the Bonds would not violate Section 362(a) of the Bankruptcy Code or that relief from the



automatic stay provisions of such Section 362(a) would be available from the bankruptcy court and (2)
payments of such amounts to the Bondowners would not be avoidable as preferential payments under
Section 547 of the Bankruptcy Code should the Issuer or the Borrower become a debtor in proceedings
commenced under the Bankruptcy Code, and (d) Investment Income derived from the investment of moneys
described in clause (a), (b) or (c).

“Bankruptcy Codemeans Title 11 of the United States Code, entitled “Bankruptcy,” as in effect
now and in the future, or any successor statute.

“Beneficial Ownel means the beneficial owner of any Bond held in book-entry form or the
Registered Owner of any Bond held in certificated form.

“Bond Administration Féemeans an amount equal to the percentage set forth in the Indenture
annually of the principal amount of the Bonds then Outstanding payable annually in advance, commencing
on the date set forth in the Indenture.

“Bond Counsélmeans (a) on the Closing Date, the law firm or law firms delivering the approving
opinion(s) with respect to the Bonds or (b) after the Closing Date, any law firm selected by the Issuer and
acceptable to the Credit Provider, of nationally recognized standing in matters pertaining to the excludability
from gross income, for federal income tax purposes, of the interest payable on bonds issued by states and
political subdivisions.

“Bond Documentameans the Indenture, the Financing Agreement, the Regulatory Agreement, the
Bond Purchase Agreement, the Assignment, the endorsement of the Mortgage Note, the Credit Facility, the
Tax Certificate, and the Disclosure Agreement, and all other documents, agreements and instruments
executed and delivered in connection with the issuance, sale and/or delivery of the Bonds, as each such
document, agreement or instrument may be amended, modified, supplemented or restated from time to time,
but excluding the Mortgage Loan Documents.

“Bondownet or “ Ownef’ means, with respect to any Bond, the Registered Owner of the Bond.

“Bond Payment Datemeans any (a) Interest Payment Date, (b) other date on which interest is
payable, including any Redemption Date, each Maturity Date and the date of acceleration of the Bonds and
(c) date on which principal of the Bonds is payable.

“Bond Purchase Agreemémbeans the Bond Purchase Agreement by and among the Underwriter,
the Issuer and the Borrower.

“Bond Registérmeans the bond register established and maintained by the Trustee pursuant to the
Indenture.

“Bond Registrdrmeans the Trustee or its designee as keeper of the Bond Register.

“Bond Resolutichmeans the resolution adopted by Executive Committee of the Issuer authorizing
and approving the issuance and sale of the Bonds and authorizing and approving the execution and delivery
of the Indenture, the Financing Agreement, the Regulatory Agreement, the Bond Purchase Agreement, the
Assignment, the endorsement of the Mortgage Note, the Disclosure Agreement, the Mortgage Loan
Documents, the Tax Certificate and certain other documents, making certain appointments and determining
certain details with respect to the Bonds.
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“Bond Yedl means the period of twelve consecutive months ending on December 1 in any year in
which Bonds are or will be Outstanding, provided that the first Bond Year shall commence on the Closing
Date and end on December 1, 2001.

“Book-Entry Bondsmeans any Bonds which are issued in book-entry form, as evidenced by a
single certificate for each stated principal maturity of the Bonds, and registered in the name of and delivered
to a Securities Depository.

“Book-Entry Systetimeans an electronic system in which the clearance and settlement of securities
transactions is made through electronic book-entry changes.

“Business Ddymeans any day other than (a) a Saturday or a Sunday, (b) any day on which banking
institutions located in the city in which the Principal Office of either of the Loan Servicer or the Trustee is
located are required or authorized by law or executive order to close; or (c) a day on which the Credit
Provider is closed.

“Cash Flow Projectiohmeans a cash flow projection prepared by an independent firm of certified
public accountants, a financial advisory firm or other independent third party qualified and experienced in
the preparation of cash flow projections for mortgage loans, designated by the Borrower and acceptable to
the Credit Provider and the Rating Agency, establishing, to the satisfaction of the Rating Agency, the
sufficiency of (a) the scheduled payments due under the Mortgage Note (together with and after taking into
account the Initial Debt Service Deposit) and (b) Investment Income with respect to the General Account, to
pay the principal of and interest on the Bonds and the Third Party Fees (to the extent included in the
Mortgage Note Rate), in each instance, when due and payable, including, but not limited to, any cash flow
projection prepared in connection with (A) the initial issuance and delivery of the Bonds, as provided in the
Indenture, or (B) a partial prepayment of the Mortgage Loan and a corresponding partial redemption of
Bonds pursuant to the Indenture.

“Closing Daté means the date on which the Bonds are issued and delivered.

“Cod¢e means the Internal Revenue Code of 1986, as amended to the date of issuance of the Bonds;
each reference to the Code shall be deemed to include (a) any successor internal revenue law and (b) the
applicable regulations whether final, temporary or proposed under the Code or such successor law. Any
reference to a particular provision of the Code shall be deemed to include (a) any successor provision of any
successor internal revenue law and (b) the applicable regulations, whether final, temporary or proposed,
under such provision or successor provision.

“Computation Datemeans the last day of each Fifth Bond Year commencing December 1, 2005,
and each fifth anniversary thereof and the date on which the final payment in full of all Outstanding Bonds
is made.

“Cost; “Cost$ or “Costs of the Mortgaged Propettyneans, with respect to the Mortgaged
Property, the costs chargeable to the Mortgaged Property in accordance with generally accepted accounting
principles, including, but not limited to, the costs of acquisition, construction, rehabilitation, reconstruction,
restoration, repair, alteration, improvement and extension (in any of such events, “construction”) of any
building, structure, facility or other improvement; stored materials for work in progress; the cost of
machinery and equipment; the cost of the Land, rights-in-lands, easements, privileges, agreements,
franchises, utility extensions, disposal facilities, access roads and site development necessary or useful and
convenient for the Mortgaged Property; financing costs, including, but not limited to, the Costs of Issuance,
engineering and inspection costs; fees paid to the developer of the Mortgaged Property; organization,
administrative, insurance, legal, operating, letter of credit and other expenses of the Borrower actually
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incurred prior to and during construction; and all such other expenses as may be necessary or incidental to
the financing, acquisition, rehabilitation or completion of the Mortgaged Property or any part of it; insurance
premiums payable by the Borrower and taxes and other governmental charges levied on the Mortgaged
Property.

“Costs of Issuantaneans (a) the fees, costs and expenses of (1) the Issuer and the Issuer’s special
counsel, (2) the Underwriter (including discounts to the Underwriter or other purchasers of the Bonds, other
than original issue discount, incurred in the issuance and sale of the Bonds), (3) Bond Counsel, (4) the
Trustee and the Trustee’s counsel, (5) the Loan Servicer and the Loan Servicer's counsel, if any, (6) the
Credit Provider and the Credit Provider’s counsel, (7) the Borrower’s counsel and the Borrower’s financial
advisor, if any, and (8) the Rating Agency, (b) the costs of preparing the initial Cash Flow Projection and the
initial Verification Report, (c) costs of printing the offering documents relating to the sale of the Bonds and
(d) all other fees, costs and expenses directly associated with the authorization, issuance, sale and delivery of
the Bonds, including, but not limited to, printing costs, costs of reproducing documents, filing and recording
fees, and any fees, costs and expenses required to be paid to the Loan Servicer in connection with the
Mortgage Loan.

“Costs of Issuance Depdsiheans the deposit to be made by the Borrower with the Trustee on the
Closing Date, as required by the Financing Agreement, to be funded in part with Net Bond Proceeds, and
deposited by the Trustee into the Costs of Issuance Fund, as provided in the Indenture, and used to pay
Costs of Issuance.

“Costs of Issuance Fuhdeans the Costs of Issuance Fund created by the Indenture.

“Credit Facility Accouritmeans the Credit Facility Account of the Revenue Fund.

“Credit Facility Agreemefitmeans, individually or collectively, the Reimbursement Agreement,
and all other agreements and documents securing the Credit Provider or otherwise relating to the provision
of the Credit Facility, as any such agreement may be amended, modified, supplemented or restated from
time to time.

“Credit Providet means Fannie Mae.

“Dated Daté means the date designated as such on the cover page hereof.

“Disclosure Agreemehtneans the Continuing Disclosure Agreement, dated as of the date of the
Indenture, between the Borrower and the Dissemination Agent.

“Dissemination Agehimeans U.S. Bank Trust National Asosciation.

“Dissemination Agent’'s Annual Femeans $500 per annum, payable in arrears on each December
1, commencing December 1, 2000.

“DTC’ means The Depository Trust Company and any successor to it or any nominee of it.
“DTC Participant has the meaning given to that term in the Indenture.

“DTC Systerhhas the meaning given to that term in the Indenture.
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“Electronic Mean$ means telecopy transmission or other similar electronic means of
communication approved in writing by the Credit Provider, including a telephonic communication
confirmed by writing or written transmission.

“End Period Paymehtmeans, with respect to any optional redemption of Bonds pursuant to the
Indenture, the premium due on the Bonds, if any, and interest due on the Bonds from the date of prepayment
of the Mortgage Loan to the Redemption Date.

“Event of Defaultmeans any of the events specified in the Indenture.

“Extraordinary Item$ means, with respect to the Trustee, reasonable compensation for
extraordinary services and/or reimbursement for reasonable extraordinary costs and expenses.

“Fair Market Valué means the price at which a willing buyer would purchase the investment from

a willing seller in a bona fide, arm’s length transaction (determined as of the date the contract to purchase or
sell the investment becomes binding) if the investment is traded on an established securities market (within
the meaning of section 1273 of the Code) and, otherwise, the term “Fair Market Value” means the
acquisition price in a bona fide arm’s length transaction (as referenced above) if (i) the investment is a
certificate of deposit that is acquired in accordance with applicable regulations under the Code, (ii) the
investment is an agreement with specifically negotiated withdrawal or reinvestment provisions and a
specifically negotiated interest rate (for example, a guaranteed investment contract, a forward supply
contract or other investment agreement) that is acquired in accordance with applicable regulations under the
Code, (iii) the investment is a United States Treasury Security—State and Local Government Series that is
acquired in accordance with applicable regulations of the United States Bureau of Public Debt, or (iv) any
commingled investment fund in which the Issuer and related parties do not own more than a 10% beneficial
interest therein if the return paid by the fund is without regard to the source of the investment.

“Fannie Maé means Fannie Mae, a corporation organized and existing under the Federal National
Mortgage Association Charter Act, 12 U.S.C., 8§ 1716 et seq., and its successors and assigns.

“Fees Accouriimeans the Fees Account of the Revenue Fund.

“Financing Agreemehtmeans the Financing Agreement, dated as of the date of the Indenture,
among the Issuer, the Trustee and the Borrower, as amended, modified, supplemented or restated from time
to time.

“Fund’ means any Fund created by the Indenture.
“General Accouritmeans the General Account of the Revenue Fund.

“Government Obligatiorisneans direct obligations of, and obligations on which the full and timely
payment of principal and interest is unconditionally guaranteed by, the full faith and credit of the United
States of America.

“Highest Rating Categotymeans, with respect to an Investment, that the Investment is rated by
S&P or Moody'’s, or both, and the rating assigned to the security is the highest rating given by that Rating
Agency for that general category of security; by way of example, the Highest Rating Category for the
general category of tax-exempt municipal debt established by S&P is “A-1+" for debt with a term of one
year or less and “AAA” for a term greater than one year, with corresponding ratings by Moody’s of “MIG-
1" (for fixed rate) or “VMIG-1" (for variable rate) for one year or less and “Aaa” for greater than one year;
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if both S&P and Moody'’s rate the Investment and one of those ratings is not in the Highest Rating Category,
then such Investment is not rated in the Highest Rating Category.

“Improvementsmeans the improvements made or to be made upon the Land.

“Indenturé means the Trust Indenture, dated as of November 1, 2001, as amended, modified,
supplemented or restated from time to time as permitted by the Indenture.

“Indirect Participant has the meaning given to that term in the Indenture.
“Initial Debt Service Depositmeans the deposit to be made by the Borrower with the Trustee on
the Closing Date, as required by the Financing Agreement and deposited by the Trustee into the General

Account as provided in the Indenture.

“Interest Payment Dataneans June 1 and December 1 of each year beginning June 1, 2002, and
Redemption Date, each Maturity Date and the date of acceleration of the Bonds.

“Investment Agreeménmeans any investment agreement with respect to amounts on deposit in
any Fund or Account, as described in paragraph (vii) of the definition of Permitted Investments.

“Investment Inconfieneans the earnings, profits and accreted value derived from the investment of
moneys pursuant to the Indenture.

“Investmentsmeans any Permitted Investment and any other investment held under the Indenture
that does not constitute a Permitted Investment.

“Land’ means the real property described in the Security Instrument.
“Loan Servicermeans American Property Financing, Inc., a Delaware Corporation, organized and
existing under the laws of the State of Delaware, as servicer of the Mortgage Loan, and any successor

servicer appointed by the Credit Provider.

“Master Pledgé means that certain Master Pledge and Assignment dated as of August 1, 2000,
among the Issuer, the Prior Trustee and U.S. Bank Trust National Association, as holder of the Prior Bonds.

“Maturity Daté’ means any maturity date for the Bonds shown on the inside cover hereof

“Moody’s means Moody’s Investors Service, a Delaware corporation, and its successors and
assigns, or if it shall be dissolved or shall no longer assign credit ratings to long term debt, then any other
nationally recognized statistical rating agency, designated by the Credit Provider, as shall assign credit
ratings to long term debt.

“Mortgage Loafi means the loan made by the Issuer to the Borrower pursuant to the terms and
provisions of the Financing Agreement for the purpose of providing funds to the Borrower to be used,
together with other moneys of the Borrower, to repay the Prior Loan and redeem the Prior Bonds which
were issued to finance the acquisition, rehabilitation and equipping of the Mortgaged Property.

“Mortgage Loan Documeritias the meaning given to that term in the Financing Agreement.

“Mortgage Loan Funtdmeans the Mortgage Loan Fund created by the Indenture.

“Mortgage Loan Payments Interébias the meaning given to that term in the Assignment.
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“Mortgage Loan Rightshas the meaning given to that term in the Assignment.

“Mortgage Not&means the Multifamily Note, dated as of the date of the Indenture, executed by the
Borrower in favor of the Issuer, together with all addenda and schedules, as the same may be amended,
modified, supplemented or restated from time to time, or any note executed in substitution therefor, as such
substitute note may be amended, modified, supplemented or restated from time to time.

“Mortgage Note Ratehas the meaning given to that term in the Financing Agreement.
“Mortgaged Propertymeans the Land and the Improvements.

“Net Bond Proceedsneans the proceeds derived from the issuance, sale and delivery of the Bonds,
representing the total purchase price of the Bonds, including any premium paid as part of the purchase price
of the Bonds, but excluding the accrued interest, if any, on the Bonds paid by the initial purchaser(s) of the
Bonds.

“Opinion of Bond Counselmeans a written opinion of Bond Counsel addressed to the Issuer, the
Trustee and, at its request, the Credit Provider, and in form and substance acceptable to the Issuer, the
Trustee and the Credit Provider.

“Opinion of Counsélmeans a written opinion of legal counsel acceptable to the recipient(s) of the
opinion; if the opinion is with respect to an interpretation of federal tax laws or regulations, or bankruptcy
matters, such legal counsel shall also be an attorney or firm of attorneys experienced in such matters.

“Qutstanding means, when used with reference to the Bonds at any date as of which the amount of
Outstanding Bonds is to be determined, all Bonds which have been authenticated and delivered under the
Indenture except:

0] Bonds canceled or delivered for cancellation at or prior to such date;

(ii) Bonds deemed to be paid in accordance with the provisions of the Indenture
relating to the discharge of the Indenture; and

(i)  Bonds in lieu of which others have been authenticated under the Indenture.

In determining whether the Owners of a requisite aggregate principal amount of Outstanding Bonds
have concurred in any request, demand, authorization, direction, notice, consent or waiver under the
provisions of the Indenture, Bonds which are owned or held by or for the account of the Borrower, shall be
disregarded and deemed not to be Outstanding under the Indenture for the purpose of any such
determination unless all Bonds are owned or held by or for the account of the Borrower. In determining
whether the Trustee shall be protected in relying upon any such request, demand, authorization, direction,
notice, consent or waiver, only Bonds which are either registered in the name of or known by the Trustee to
be held for the account of the Borrower shall be disregarded.

“Permitted Investmeritsneans, to the extent authorized by law for the investment of moneys of the
Issuer:

() Government Obligations;

(i) direct obligations of, and obligations on which the full and timely payment of
principal and interest is unconditionally guaranteed by, any agency or instrumentality of the
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United States of America (other than the Federal Home Loan Mortgage Corporation) or direct
obligations of the World Bank, which obligations are rated in the Highest Rating Category;

(i)  obligations, in each case rated in the Highest Rating Category, of (a) any state or
territory of the United States of America, (b) any agency, instrumentality, authority or political
subdivision of a state or territory, (c) any public benefit or municipal corporation the principal of
and interest on which are guaranteed by such state or political subdivision or (d) any state or
territory of the United States of America or any agency, instrumentality, authority or political
subdivision of a state or territory which have been advance refunded and are secured by
Government Obligations or by other such pre-refunded municipal securities;

(iv) any written repurchase agreement entered into with a Qualified Financial
Institution whose unsecured short-term obligations are rated in the Highest Rating Category;

(V) commercial paper rated in the Highest Rating Category;

(vi) (a) interest-bearing negotiable certificates of deposit, interest-bearing time
deposits, interest-bearing savings accounts and bankers’ acceptances, issued by a Qualified
Financial Institution if either (a) the Qualified Financial Institution’s unsecured short-term
obligations are rated in the Highest Rating Category or (b) such deposits or accounts are fully
insured by the Federal Deposit Insurance Corporation;

(vii) an agreement held by the Trustee for the investment of moneys at a guaranteed
rate (an “Investment Agreement”) with (a) the Credit Provider or (b) a Qualified Financial
Institution whose unsecured long-term obligations are rated in the Highest Rating Category, or
whose obligations are unconditionally guaranteed or insured by a Qualified Financial Institution
whose unsecured long-term obligations are rated in the Highest Rating Category, provided that
the Investment Agreement is in a form acceptable to the Issuer and the Credit Provider, and
provided, further, that the Investment Agreement includes the following restrictions:

(2) the invested funds are available for withdrawal without penalty or
premium at any time that (a) the Trustee is required to pay moneys from the Fund(s) to
which the Investment Agreement is applicable or (b) any Rating Agency indicates that it
will lower, suspend or withdraw or actually lowers, suspends or withdraws the rating on
the Bonds on account of the rating of the Qualified Financial Institution providing,
guaranteeing or insuring, as applicable, the Investment Agreement;

(2) the Investment Agreement is the unconditional and general obligation of
the Qualified Financial Institution providing, and, if applicable, the Qualified Financial
Institution guaranteeing or insuring, the Investment Agreement, and is not subordinated
to any other obligation;

3) the Trustee receives an Opinion of Counsel that the Investment
Agreement is legal, valid, binding and enforceable, in accordance with its terms, upon the
Qualified Financial Institution providing the Investment Agreement and, if applicable, an
Opinion of Counsel that any guaranty or insurance policy provided by a Qualified
Financial Institution guaranteeing or insuring the Investment Agreement is legal, valid,
binding and enforceable, in accordance with its terms, upon such Qualified Financial
Institution; and
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4) the Investment Agreement provides that if during its term the rating of
the Qualified Financial Institution providing, guaranteeing or insuring, as applicable, the
Investment Agreement is withdrawn or suspended by any Rating Agency or falls below
the Highest Rating Category, such Qualified Financial Institution will, within 10 days
following the withdrawal, suspension or downgrade, either: (a) (1) collateralize the
Investment Agreement (if the Investment Agreement is not already collateralized) with
Permitted Investments described in paragraph (i) or (ii) above by depositing such
collateral with the Trustee or a third party custodian, such collateralization to be effected
in a manner and in an amount sufficient to maintain (A) the integrity of the Cash Flow
Projection most recently provided with respect to the Bonds and (B) the then-current
rating of the Bonds, or, if the Investment Agreement is already collateralized, increase the
collateral with Permitted Investments described in paragraph (i) or (i) above by
depositing such collateral with the Trustee or a third party custodian, such
collateralization to be effected in a manner and in an amount sufficient to maintain (C)
the integrity of the Cash Flow Projection most recently provided with respect to the
Bonds and (D) the then-current rating of the Bonds, (2) transfer the Investment
Agreement and the rights and obligations of the Qualified Financial Institution under the
Investment Agreement to a Qualified Financial Institution whose unsecured long-term
obligations are rated in the Highest Rating Category or whose obligations are
unconditionally guaranteed or insured by a Qualified Financial Institution whose
unsecured long-term obligations are rated in the Highest Rating Category or (3) deliver a
guarantee from a Qualified Financial Institution whose unsecured long-term obligations
are rated in the Highest Rating Category or (b) at the direction of the Trustee, following
the failure of the Qualified Financial Institution to take one or more of the actions
described in the foregoing clauses (a)(1)-(1)(3), repay the principal of and accrued but
unpaid interest on the investment, in either case with no penalty or premium to the
Trustee unless required by law (the Investment Agreement may provide that the Qualified
Financial Institution providing the Investment Agreement shall have the right to elect
among the actions described in clauses (a)(1), (a)(2) and (a)(3), but shall not have the
right to elect the action described in clause (b) as an alternative to the actions described in
clauses (a)(1), (a)(2) and (a) (3);

(viii) any money market mutual fund (including those of the Trustee and its affiliates)
registered under the Investment Company Act of 1940, as amended, that have been rated in the
Highest Rating Category, so long as the portfolio of such money market mutual fund is limited to
Government Obligations and/or agreements to purchase Government Obligations; if approved in
writing by the Credit Provider, a money market mutual fund portfolio may also contain
obligations and agreements to repurchase obligations described in paragraphs (ii) or (iii) above; a
money market mutual fund is not a Permitted Investment if both S&P and Moody'’s rate the
money market mutual fund and one such rating is below the level required by this paragraph

(viii);

(ix)  any other investment authorized by the laws of the State if such investment is
approved by the Credit Provider and the Rating Agency;

provided that Permitted Investments shall not include the following: (1) any investment with a final
maturity or any agreement with a term greater than one year from the date of the investment (except (a)
obligations that provide for the optional or mandatory tender, at par, by the holder of such obligations at
least once within one year of the date of purchase, (b) Government Obligations irrevocably deposited with
the Trustee for payment of Bonds pursuant to the provisions of the Indenture relating to the discharge of
the Indenture and (c) investments listed in paragraph (vii) and (ix) above), (2) any obligation (other than
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obligations described in paragraph (i) and (ii) above) with a purchase price greater or less than the par
value of such obligation, (3) any asset-backed security, including mortgage-backed securities, real estate
mortgage investment conduits, collateralized mortgage obligations, credit card receivable asset-backed
securities and auto loan asset-backed securities, (4) any interest-only or principal-only stripped security,
(5) any obligation bearing interest at an inverse floating rate, (6) any investment which may be prepaid or
called at a price less than its purchase price prior to stated maturity, (7) any investment the interest rate on
which is variable and is established other than by reference to a single interest rate index plus a single
fixed spread, if any, and which interest rate moves proportionately with that index, (8) any investment
described in paragraph (iv) or (vii) above with a Qualified Financial Institution (as defined in clause (d) of
the definition of “Qualified Financial Institution”) if the Qualified Financial Institution does not agree to
submit to jurisdiction, venue and service of process in the United States of America in the Investment
Agreement and (9) any investment to which the Rating Agency has added an “r” or “t” highlighter.

If an Investment Agreement is entered into which does not require the Qualified Financial
Institution providing the Investment Agreement to either (a) satisfy one or more of the requirements of
clause (a) of subparagraph (4) of paragraph (vii) above upon a withdrawal or suspension of, or downgrade in
the rating of the Qualified Financial Institution providing the Investment Agreement or (b) compensate the
Trustee for any loss in yield upon reinvestment if the Investment Agreement is terminated following a
withdrawal or suspension of, or downgrade in, the rating of the Qualified Financial Institution providing,
guaranteeing or insuring the Investment Agreement, the yield on the Investment Agreement above the
minimum yield permitted by the Rating Agency (presently 2.5% per annum) shall not be taken into account
in any Cash Flow Projection on provided to the Rating Agency in connection with its rating of the Bonds.

“Persori means any natural person, firm, partnership, association, limited liability company,
corporation, company or public body.

“Preference Clairhhas the meaning given to that term in the Indenture.
“Principal Amourit means the original principal amount of the Bonds on the Closing Date.
“Principal Office’ of the Trustee or the Loan Servicer means, respectively, the office of the Trustee
or the Loan Servicer at the respective address set forth in the Indenture, or such other address as may be

specified in writing by the Trustee or the Loan Servicer, as applicable, as provided in the Indenture.

“Prior Bonds means ABAG Finance Authority for Nonprofit Corporations Multifamily Housing
Revenue Bonds (Chateau Bijou Apartments Project), 2000 Issue A.

“Prior Loan” means the loan evidenced by the Prior Note and secured by the Prior Mortgage, made
to the Borrower to provide financing for the Project.

“Prior Mortgage’ means that certain Deed of Trust, Assignment of Leases and Rent, Security
Agreement and Fixture Filing (Construction and Term Loan) from the Borrower for the benefit of the Prior
Trustee, granting a security interest in the Project to secure the repayment of the Prior Note and the Prior
Loan.

“Prior Note’ means that certain promissory note from the Borrower payable to the order of the
Prior Trustee, evidencing the Borrower’s obligation to repay the Prior Loan.

“Prior Trusteé means U.S. Bank National Association, as agent under the Master Pledge.

“Proceedshas the meaning given to that term in the Indenture.
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“Qualified Financial Institutiofi means any (a) bank or trust company organized under the laws of
any state of the United States of America, (b) national banking association, (c) savings bank, a savings and
loan association, or an insurance company or association chartered or organized under the laws of any state
of the United States of America, (d) federal branch or agency pursuant to the International Banking Act of
1978 or any successor provisions of law or a domestic branch or agency of a foreign bank which branch or
agency is duly licensed or authorized to do business under the laws of any state or territory of the United
States of America, (e) government bond dealer reporting to, trading with, and recognized as a primary dealer
by the Federal Reserve Bank of New York, (f) securities dealer approved in writing by the Credit Provider
the liquidation of which is subject to the Securities Investors Protection Corporation or other similar
corporation and (g) any other entity specifically approved by Fannie Mae.

“Rating Agencymeans any national rating agency then maintaining a rating on the Bonds.

“Rating Categoryymeans one of the generic rating categories of the Rating Agency.

“Rebate Analy8tmeans a person that is (a) qualified and experienced in the calculation of rebate
payments under Section 148 of the Code and in compliance with the arbitrage rebate regulations
promulgated under the Code, (b) chosen by the Borrower and (c) engaged for the purpose of determining the

amount of required deposits, if any to the Rebate Fund.

“Rebate Analyst's Annual Femeans the annual fee of the Rebate Analyst, if any, in the amount
set forth in the Indenture for its rebate calculation services, payable on the dates set forth in the Indenture.

“Rebate Fundmeans the Rebate Fund created by the Indenture.

“Record Datémeans, with respect to any Interest Payment Date, the fifteenth day (whether or not a
Business Day) of the month preceding the month in which the Interest Payment Date falls.

“Redemption Accouhineans the Redemption Account of the Revenue Fund.

“Redemption Datemeans any date upon which Bonds are to be redeemed pursuant to the
Indenture.

“Registered Ownémeans the registered owner of any Bonds, as shown in the Bond Register.
“Regulatory Agreemehimeans the Amended and Restated Regulatory Agreement and Declaration
of Restrictive Covenants relating to the Project, dated as of the date of the Indenture, by and among the
Issuer, the Trustee and the Borrower, as amended, modified, supplemented or restated from time to time.
“Reimbursement Agreemémheans the Reimbursement Agreement, dated as of the date of the
Indenture, between the Credit Provider and the Borrower, as amended, modified, supplemented or restated
from time to time or any agreement entered into in substitution therefor.
“Replacement Credit Facilithas the meaning given to that term in the Indenture.

“Representation Lettehas the meaning given to that term in the Indenture.

“Requisitiori means, with respect to the Costs of Issuance Fund, the requisition in the form attached
to the Indenture required to be submitted in connection with disbursements from the Costs of Issuance Fund.

A-11



“Reserved Rightsmeans those certain rights of the Issuer under the Financing Agreement to
indemnification and to payment or reimbursement of fees and expenses of the Issuer, its right to give and
receive notices and to enforce notice and reporting requirements and restrictions on transfer of ownership,
its right to inspect and audit the books, records and premises of the Borrower and of the Mortgaged
Property, its right to collect attorneys’ fees and related expenses, its right to specifically enforce the
Borrower’s covenant to comply with applicable federal tax law and State law (including the Act and the
rules and regulations of the Issuer, if any), and its rights to give or withhold consent to amendments,
changes, modifications and alterations to the Financing Agreement and the Regulatory Agreement.

“Revenue Furidneans the Revenue Fund created by the Indenture.

“Revenuédsmeans all (a) payments made under the Mortgage Note, (b) payments made under the
Credit Facility and (c) Investment Income (excluding Investment Income earned from moneys on deposit in
the Rebate Fund and the Costs of Issuance Deposit Account of the Costs of Issuance Fund).

“S&P’ means Standard & Poor’s Rating Services, A Division of The McGraw-Hill Companies,
Inc., and its successors and assigns, or if it shall be dissolved or shall no longer assign credit ratings to long
term debt, then any other nationally recognized statistical rating agency, designated by the Issuer and
acceptable to the Trustee, the Credit Provider and the Borrower, as shall assign credit ratings to long term
debt.

“Securities Depositofymeans, initially, The Depository Trust Company, New York, New York,
and its successors and assigns, and any replacement securities depository appointed under the Indenture.

“Security means the Trust Estate and the Credit Facility.

“Security Instrumefitmeans the Multifamily Deed of Trust, Assignment of Rents, Security
Agreement and Fixture Filing, dated as of the date of the Indenture, together with all riders and exhibits,
securing the Mortgage Note, executed by the Borrower with respect to the Mortgaged Property, as it may be
amended, modified, supplemented or restated from time to time, or any security instrument executed in
substitution therefor, as such substitute security instrument may be amended, modified, supplemented or
restated from time to time.

“Staté means the State of California.

“Supplemental Indentuieneans any indenture duly authorized and entered into between the Issuer
and the Trustee amending or supplementing the Indenture in accordance with the provisions of the
Indenture.

“Tax Certificaté means collectively, the Certificate as to Arbitrage dated the Closing Date,
executed and delivered by the Issuer and the Borrower, and the Certificate Regarding Use of Proceeds,
dated the Closing Date, executed and delivered by the Borrower.

“Third Party FeeSmeans, individually or collectively, as the context shall require, the (a) the Bond
Administration Fee, (b) Trustee’'s Annual Fee, (c) Rebate Analyst's Annual Fee, if any and (d)
Dissemination Agent’s Fee.

“Trust Estaté means the property, rights, money, securities and other amounts pledged and
assigned by the Issuer to the Trustee pursuant to the Indenture and the Assignment.
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“Trustee's Annual Féemeans the annual ongoing trust administration fee of the Trustee in the
amount set forth in the Indenture, payable as provided in the Financing Agreement.

“U.C.C" means the Uniform Commercial Code of the State as in effect now or in the future,
whether or not such Uniform Commercial Code is applicable to the parties or the transactions.

“Underwriter’ means Newman & Associates, Inc.

“Verification Agerit means an independent firm of certified public accountants, an independent
financial advisory firm or other independent third party designated by the Borrower and acceptable to the
Credit Provider, qualified and experienced in the verification of the mathematical accuracy of scheduled
cash flows and other funds to pay the principal of and interest on bonds and fees, which has been engaged to
prepare a Verification Report.

“Verification Repoft means a report prepared by a Verification Agent verifying the mathematical
accuracy of a Cash Flow Projection.

“Wrongful Dishonat has the meaning given to that term in the Assignment.
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APPENDIX B
SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE
The following summary of the Indenture is a summary only and does not purport to be a complete
statement of the contents thereof. Reference is made to the Indenture for the complete terms thereof.
Creation of Funds and Accounts

The following Funds and Accounts are created by and shall be held and administered by the Trustee
in accordance with the provisions of the Indenture:

(a) the Mortgage Loan Fund;

(b) the Revenue Fund and within the Revenue Fund, the General Account, the
Redemption Account, the Credit Facility Account and the Fees Account;

(©) the Costs of Issuance Fund, and within the Costs of Issuance Fund, a Costs of
Issuance Deposit Account and a Net Bond Proceeds Account; and

(d) the Rebate Fund.
Initial Deposits
On the Closing Date, the Trustee shall make the following deposits:
0] the Net Bond Proceeds, shall be deposited into the Mortgage Loan Fund;
(ii) accrued interest on the Bonds shall be deposited into the General Account;

(i)  $27,500, representing the Initial Debt Service Deposit, shall be deposited into the
General Account; and

(iv)  $164,250, representing the Costs of Issuance Deposit not being funded from Net
Bond Proceeds shall be deposited into the Costs of Issuance Deposit Account of the Costs of
Issuance Fund.
The Mortgage Loan Fund
Amounts on deposit in the Mortgage Loan Fund shall be disbursed by the Trustee on the Closing
Date to the Prior Trustee, to be applied by the Prior Trustee to prepay the Prior Loan and redeem the Prior
Bonds.
The Revenue Fund - General Account

Deposits Into the General AccountThe Trustee shall deposit each of the following amounts into
the General Account:

(1) on the Closing Date, the accrued interest, if any, on the Bonds, as provided in the
Indenture;



(i) on the Closing Date, the Initial Debt Service Deposit, as provided in the
Indenture;

(i)  all regularly scheduled payments of principal, if any, and interest on the
Mortgage Loan;

(iv) interest paid in connection with any prepayment of the Mortgage Loan;

(V) all Investment Income on the Funds and Accounts (except that, as provided in the
Indenture, Investment Income earned on amounts on deposit in the Accounts of the Mortgage
Loan Fund shall be credited to and be retained in the respective Accounts of the Mortgage Loan
Fund, Investment Income earned on accounts on deposit in the Rebate Fund shall be credited to
and be retained in the Rebate Fund and Investment Income earned on amounts on deposit in the
Costs of Issuance Deposit Account of the Costs of Issuance Fund shall be credited to and be
retained in the Costs of Issuance Deposit Account of the Costs of Issuance Fund);

(vi) from time to time, upon receipt, Available Moneys provided pursuant to the
provisions of the Indenture relating to the optional redemption of the Bonds to fund the interest
portion of any End Period Payment; and

(vii)  any other moneys made available for deposit into the General Account from any
other source.

Disbursements From the General AccounfThe Trustee shall disburse or transfer, as applicable,
moneys on deposit in the General Account at the following times and apply such moneys in the following
manner and in the following order of priority:

0] on each Interest Payment Date, the Trustee shall disburse an amount equal to the
amount of interest due on the Bonds on such Interest Payment Date and shall apply such amount
to the payment of such interest so due;

(ii) on each Redemption Date on which a mandatory sinking fund redemption
pursuant to the Indenture is scheduled to take place, the Trustee shall transfer to the Redemption
Account an amount of principal equal to the sinking fund redemption payment due on such
Redemption Date;

(i)  on each Maturity Date and the date of acceleration of the Bonds, the Trustee shall
disburse an amount equal to the principal due on the Bonds on such date and shall apply such
amount to the payment of such principal so due;

(iv)  on each Interest Payment Date, the Trustee shall transfer an aggregate amount
equal to that portion of the Third Party Fees (to the extent (a) such Third Party Fees are included
in the Mortgage Note Rate, as described in the Financing Agreement, and (b) such Third Party
Fees are not paid in advance on the Closing Date) payable on such date (or on any date prior to
the next Interest Payment Date) to the Fees Account; and

(V) on each Interest Payment Date and following the disbursement, transfer and
application of funds described in the preceding paragraphs (i) through (iv), the Trustee shall
transfer any amounts remaining in the General Account in excess of the amounts set forth as the
“Revenue Balance” in the Cash Flow Projection delivered on the Closing Date (the minimum
balance required to be maintained on the basis of the Cash Flow Projection prepared in
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connection with the issuance and delivery of the Bonds), attached to the Indenture, to the
Redemption Account and, following such transfer, shall apply any moneys so transferred
(including any moneys so transferred on any prior Interest Payment Date), to the redemption of
Bonds as described herein under the heading “THE BONDS—Redemption—Special Mandatory
Redemption.”

Funds Transfers to Facilitate Purchases.The Trustee is authorized to treat the date of any
purchase of Bonds pursuant to the Indenture as a Redemption Date, and for such purpose to transfer moneys
to the Redemption Account from the General Account as necessary in connection with any such application
of moneys.

The Revenue Fund - Redemption Account

Deposits Into the Redemption AccouniThe Trustee shall deposit each of the following amounts
into the Redemption Account:

(@ any prepayment of principal of the Mortgage Loan, and any Available Moneys
provided by or on behalf of the Borrower pursuant to the provisions of the Indenture relating to
the optional redemption of the Bonds to fund premium on the Bonds to be paid in connection
with such prepayment;

(i) that portion of any other deposit or transfer of funds representing principal
corresponding to the principal to be paid on any optional or special mandatory redemption of
Bonds;

(i)  any amount required to be transferred to the Redemption Account as described
under paragraph (ii) under the heading “The Revenue Fund—General Account—Disbursements
From the General Account;”

(iv) the amounts provided for in the Indenture as described under paragraph (v) under
the heading “The Revenue Fund—General Account—Disbursements From the General
Account;” and

(V) any other amount received by the Trustee and required by the terms of the
Indenture or the Financing Agreement to be deposited into the Redemption Account.

Disbursements From the Redemption Accounthe Trustee shall disburse moneys on deposit in
the Redemption Account at the following times and apply such moneys in the following manner:

® on each Redemption Date on which a mandatory sinking fund redemption
pursuant to the Indenture is scheduled to take place, the Trustee shall apply amounts on deposit in
the Redemption Account, including amounts transferred as described under paragraph (ii) under
the heading “The Revenue Fund—General Account—Disbursements From the General Account”
to payment of the sinking fund redemption due on such Redemption Date; and

(ii) on each Redemption Date on which a redemption pursuant to the Indenture as
described herein under the heading “THE BONDS—Redemption—Optional Redemption” or “—
Special Mandatory Redemption” is scheduled to take place, the Trustee shall apply amounts on
deposit in the Redemption Account to the payment of principal of and premium, if any, on the
Bonds to be redeemed on such Redemption Date.



The Revenue Fund - Credit Facility Account

Deposits Into the Credit Facility Account.The Trustee shall deposit all amounts advanced under
the Credit Facility into the Credit Facility Account. No other moneys shall be deposited into the Credit
Facility Account. The Credit Facility Account shall be closed at such time as the Credit Provider has no
continuing liability under the Credit Facility.

Disbursements From the Credit Facility AccountThe Trustee shall, on each date on which a
payment is due under the Indenture and in respect of which an Advance is made under the Credit Facility,
apply such Advance, on the date such payment is due, to the payment of the amounts in respect of which
such Advance was made.

The Revenue Fund - Fees Account

Deposits Into the Fees AccountThe Trustee shall deposit into the Fees Account (a) amounts
described under paragraph (iv) under the heading “The Revenue Fund—General Account—Disbursements
From the General Account” and (b) any payment of a Third Party Fee pursuant to the Financing Agreement
to the extent that such Third Party Fee is not included in the Mortgage Note Rate.

Disbursements From the Fees Accounthe Trustee shall disburse moneys on deposit in the Fees
Account on each Interest Payment Date to the payment of Third Party Fees (to the extent due and payable)
in satisfaction of the obligations of the Borrower under the Financing Agreement. In the event the amount
in the Fees Account is insufficient to pay such Third Party Fees, the Trustee shall inform the Loan Servicer
and make written demand on the Borrower for the amount of such insufficiency and, pursuant to the terms
of the Financing Agreement, the Borrower shall be liable to promptly pay the amount of such insufficiency
to the Trustee within five Business Days after the date of the Trustee’s written demand.

The Costs of Issuance Fund

Deposits Into Costs of Issuance FundOn the Closing Date the Borrower shall deliver to the
Trustee the Costs of Issuance Deposit (including any portion of the Costs of Issuance Deposit to be funded
with Net Bond Proceeds). On the Closing Date, the Trustee shall deposit that portion of the Costs of
Issuance Deposit paid directly by the Borrower into the Costs of Issuance Deposit Account of the Costs of
Issuance Fund and shall deposit that portion of the Costs of Issuance Deposit funded with Net Bond
Proceeds into the Net Bond Proceeds Account of the Costs of Issuance Fund.

Disbursements from the Costs of Issuance Fund@he Trustee shall disburse moneys on deposit in
the Costs of Issuance Fund pursuant to requisitions in the form attached to the Indenture, signed by an
Authorized Borrower Representative, to pay Costs of Issuance. The Trustee may conclusively rely on such
requisitions for purposes of making such disbursements. Moneys on deposit in the Costs of Issuance
Deposit Account of the Costs of Issuance Fund shall not be part of the Trust Estate and shall be used solely
to pay Costs of Issuance. Moneys on deposit in the Net Bond Proceeds Account of the Costs of Issuance
Fund shall be part of the Trust Estate and shall be used to pay Costs of Issuance.

Disposition of Remaining Amounts.Any moneys remaining in the (a) Costs of Issuance Deposit
Account of the Costs of Issuance Fund six months after the Closing Date and not needed to pay still unpaid
Costs of Issuance shall be returned to the Borrower and/or (b) Net Bond Proceeds Account of the Costs of
Issuance Fund six months after the Closing Date and not needed to pay still unpaid costs of issuance shall be
transferred to the Mortgage Loan Fund. Upon final disbursement, the Trustee shall close the Costs of
Issuance Fund.
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The Rebate Fund

Deposits; Administration. On any date on which any amounts are required by applicable federal
tax law to be rebated to the federal government, amounts shall be withdrawn by the Trustee from the
General Account and deposited into the Rebate Fund for such purpose. All money at any time deposited
into the Rebate Fund shall be held by the Trustee in trust, to the extent required to satisfy any rebate
requirement (as calculated by the Rebate Analyst) to the United States Government. Neither the Issuer, the
Borrower, the Bondowners nor the Credit Provider shall have any rights in or claim to such moneys.

Nonpresentment of Bonds

In the event any Bond shall not be presented for payment when the principal of such Bond becomes
due, either at maturity or at the date fixed for redemption of such Bond or otherwise, if amounts sufficient to
pay such Bond shall have been deposited with the Trustee for the benefit of the Owner of the Bond and shall
have remained unclaimed for three years after such principal has become due and payable, such amounts
shall, to the extent amounts are owed to the Credit Provider, as set forth in a written statement of the Credit
Provider addressed to the Trustee, be paid to the Credit Provider, with any excess to be paid to the
Borrower. Upon such payment, all liability of the Issuer and the Trustee to the Owner of any Bond for the
payment of such Bond shall forthwith cease, determine and be completely discharged, provided, however,
that the Trustee, before being required to make any such payment to the Credit Provider or the Borrower,
shall cause to be published once in a financial newspaper or journal of general circulation in New York,
New York, notice that such moneys remain unclaimed and that, after a date specified in such notice, which
shall not be less than 30 days from the date of such publication, any unclaimed balance of such moneys then
remaining will be paid to the Credit Provider or the Borrower. The cost of such publication shall be paid
from the unclaimed amount held by the Trustee. The obligation of the Trustee under the Indenture to pay
any such amounts to the Credit Provider or the Borrower shall be subject to any provisions of law applicable
to the Trustee or to such amounts providing other requirements for disposition or escheat of unclaimed

property.
Investment of Funds

Moneys held as part of any Fund or Account shall be invested and reinvested in Permitted
Investments, upon written instructions from the Borrower. Permitted Investments shall have maturities
corresponding to, or shall be available for withdrawal without penalty no later than, the dates upon which
such moneys will be needed for the purpose for which such moneys are held. Moneys on deposit in the (a)
General Account and the Fees Account shall be invested only in investments described in paragraphs (i),
(i), (iii), (vii) and (viii) of the definition of Permitted Investments, (b) Redemption Account shall be
invested only in investments described in paragraph (i) of the definition of Permitted Investments, (c) Credit
Facility Account shall be held uninvested and (d) Costs of Issuance Fund shall, until transferred, disbursed
or returned to the Borrower pursuant to the Indenture, be invested only in investments described in
paragraph (viii) of the definition of Permitted Investments. Permitted Investments shall be held by or under
the control of the Trustee. All Investment Income from moneys held in all Funds and Accounts other than
the Mortgage Loan Fund, the Rebate Fund and the Costs of Issuance Fund (other than as provided below)
upon receipt shall be deposited into the General Account; Investment Income from moneys held in the
Mortgage Loan Fund shall be retained in the Mortgage Loan Fund; Investment Income from moneys held in
the Rebate Fund shall be retained in the Rebate Fund; Investment Income from moneys held in the Costs of
Issuance Deposit Account of the Costs of Issuance Fund shall be retained in the Costs of Issuance Fund. All
moneys in any Fund or Account invested in an Investment Agreement shall be invested in such Investment
Agreement during the term of such Investment Agreement. The Trustee shall give notice to the provider of
any Investment Agreement in accordance with the terms thereof so as to receive funds thereunder in the
amounts required to make payments in accordance with the Indenture, and shall immediately notify the
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provider of any Investment Agreement (and any guarantor of the performance of such provider) if the
Trustee fails to receive any amounts required to be received by the Trustee in accordance with the terms of
such Investment Agreement or if such provider or guarantor fails to observe any other obligation under such
Investment Agreement.

The Trustee is authorized and directed to cause to be sold and reduced to cash a sufficient amount
of Permitted Investments whenever the cash balance is or will be insufficient to make a requested or
required disbursement. The Trustee shall not be accountable for any depreciation in the value of any
Permitted Investment or for any loss resulting from such sale. The Trustee may trade with itself and its
affiliates in the purchase and sale of securities for investments, and may transact purchases and sales
through its investment department or through its affiliates. The Trustee and its affiliates may act as
principal, agent, sponsor, advisor or depository with respect to any investments. All Permitted Investments
shall be made by the Trustee in its name, as Trustee, at the written direction of the Borrower, subject to the
limitations contained in the Indenture. If no direction is provided to the Trustee, the Trustee will invest such
moneys in investments described in paragraph (viii) of the definition of Permitted Investments. All
investment of amounts deposited in any fund or account created by or pursuant to the Indenture, or
otherwise containing gross proceeds of the Bonds (within the meaning of the Code) shall be acquired,
disposed of, and valued (as of the date valuation is required by the Indenture or the Code) at Fair Market
Value and investment of amounts deposited in any fund or account established hereunder that are subject to
yield restriction under applicable provisions of the Code shall be valued at their present value within the
meaning of the Code. The Trustee shall not be responsible for determining Fair Market Value. The Trustee
shall take such actions as shall be necessary to assure that Permitted Investments purchased by it under the
Indenture are held pursuant to the terms of the Indenture and are subject to the trusts and security interests
created by the Indenture. The Trustee shall furnish to the Borrower (and to the Issuer but only upon request)
monthly statements detailing all investment activity of the Trustee with respect to the Funds and Account.
The Issuer (and the Borrower by its execution of the Financing Agreement) acknowledges that to the extent
regulations of the Comptroller of the Currency or other applicable regulatory authority grant the Issuer or
the Borrower the right to receive brokerage confirmations of security transactions as they occur, the Issuer
and the Borrower specifically waive receipt of such confirmations to the extent permitted by law.

Limitations on Issuer’s Liability
Notwithstanding any other provision of the Indenture to the contrary:

(1) the obligations of the Issuer with respect to the Bonds are not general obligations
of the Issuer or the Association of Bay Area Governments but are special, limited obligations of
the Issuer payable by the Issuer solely from the Security for the Bonds;

(ii) nothing contained in the Bonds or in the Indenture shall be considered as
assigning or pledging any funds or assets of the Issuer or the Association of Bay Area
Governments other than the Trust Estate;

(i)  the Bonds shall not be a debt or indebtedness of the State or any political
subdivision thereof (including the Issuer and the Association of Bay Area Governments), and
neither the State nor any political subdivision thereof shall be liable thereon, nor in any event
shall the Bonds be payable out of any funds or properties other than those of the Issuer pledged
under the Indenture;

(iv)  the bonds shall not constitute an indebtedness within the meaning of any
constitutional or statutory debt limitation or restriction;
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(V) neither the State nor any political subdivision thereof (except the Issuer from the
sources identified herein) shall be liable for payment of the Bonds nor in any event shall principal
of, premium, if any, on and interest on the Bonds be payable out of any funds or assets other than
those pledged to that purpose by the Issuer herein;

(vi) no failure of the Issuer to comply with any term, condition, covenant or
agreement in the Indenture or in any document executed by the Issuer in connection with the
Project, or the issuance, sale and delivery of the Bonds shall subject the Issuer to liability for any
claim for damages, costs or other charge except to the extent that the same can be paid or
recovered from the Trust Estate; and

(vii)  neither the Issuer nor the Association of Bay Area Governments shall not be
required to advance any moneys derived from any source other than the Trust Estate for any of
the purposes of the Indenture, any of the other Bond Documents or any of the Mortgage Loan
Documents, whether for the payment of the principal or redemption price of, or interest on, the
Bonds, the payment of any fees or administrative expenses or otherwise.

The Issuer and the Trustee acknowledge that (a) the obligations of Fannie Mae as the Credit
Provider under the Credit Facility are not backed by the full faith and credit of the United States of America,
but by the credit of Fannie Mae, a federally-chartered, stockholder owned corporation, and (b) payment of
principal of, and interest on and premium, if any, on the Bonds is not guaranteed by Fannie Mae.

Possession of the Mortgage Note and Security Instrument

The Credit Provider shall hold the Mortgage Note and the Security Instrument; the Loan Servicer or
the Credit Provider shall hold all other Mortgage Loan Documents.

No Disposition of Mortgage Loan, Mortgage Note or
Security Instrument; Excepted Assignments; Amendment;
Substitution

Notwithstanding anything contained in the Indenture which may state or imply to the contrary, so
long as a Wrongful Dishonor has not occurred or, if it has occurred, is not continuing, the Trustee shall not
transfer its interest in the Mortgage Loan, the Mortgage Note or the Security Instrument or any interest in
the Mortgage Loan, the Mortgage Note or the Security Instrument other than to or at the direction of the
Credit Provider as provided in the Assignment or to a successor Trustee or as provided in the Indenture or
release the Mortgage Loan from the lien of the Indenture without the Credit Provider’s prior written consent.

Upon receipt of written direction from the Credit Provider, the Trustee shall consent to any
amendment, modification, supplement or restatement of the Mortgage Note and/or the Security Instrument,
or exchange the Mortgage Note and/or the Security Instrument for a hew mortgage note and/or security
instrument on the Mortgaged Property which may be executed by a person (the “New Borrower”) other than
the Borrower, provided that if the Credit Provider or its designee shall have acquired the Project through
foreclosure, by accepting a deed in lieu of foreclosure or by comparable conversion of the Mortgage Loan,
no approval from the Issuer shall be required. Except in the event of a transfer of the Mortgage Loan to the
Credit Provider, prior to consenting to a hew mortgage note and/or security instrument, the Trustee shall
have (a) received written evidence that the New Borrower has executed and recorded, as applicable, one or
more documents, acceptable to the Issuer and the Credit Provider, substantially in the forms of the
Financing Agreement and the Regulatory Agreement (or executed and recorded one or more assumptions,
acceptable to the Issuer and the Credit Provider of all of the applicable Borrower’s obligations under the
Financing Agreement and the Regulatory Agreement) and that the Credit Facility Agreement and the Credit
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Facility, if required, have been modified to be applicable to the new mortgage loan, (b) received from the
Rating Agency written confirmation that the rating to be in effect with respect to the Bonds from and after
delivery to the Trustee of the new mortgage note and security instrument and the modified Credit Facility
Agreement and modified Credit Facility will not be lower than the rating then in effect for the Bonds, (c)
received an Opinion of Bond Counsel to the effect that such exchange and modification, in and of itself, will
not affect the excludability of the interest payable on the Bonds from gross income for federal income tax
purposes and (d) received from the Issuer, the consent required by the Regulatory Agreement or the
Financing Agreement, if any. In addition, if the substitution has resulted in an amendment of (or other
modification to) the Credit Facility Agreement or the Credit Facility, the Trustee shall receive from the
Credit Provider an Opinion of Counsel to the Credit Provider, who may be an employee of the Credit
Provider, to the effect that the modified Credit Facility Agreement and Credit Facility are valid and binding
obligations of the Credit Provider, subject to any applicable bankruptcy, insolvency, reorganization,
moratorium and other similar laws affecting the rights of creditors’ generally, and general equitable
principles. Prior to consenting to any amended, modified, supplemented or restated Mortgage Note or
Security Instrument which changes the payment terms of the Mortgage Loan, the Trustee shall have
received from the Rating Agency written confirmation that the rating to be in effect with respect to the
Bonds from and after delivery to the Trustee of the amended, modified, supplemented or restated Mortgage
Note or Security Instrument will not be lower than the rating then in effect for the Bonds.

Acceptance of the Credit Facility

On the Closing Date, the Trustee shall accept the Credit Facility issued by the Credit Provider. The
Trustee shall abide by and take all actions required of the Trustee under the Credit Facility in accordance
with its terms in order to have moneys available to make payments to Bondowners as required by the
Indenture.

No Disposition of Credit Facility

The Trustee shall not, without the prior written consent of the Registered Owners of all of the
Bonds then Outstanding, transfer, assign or release the Credit Facility until the principal of and interest on
the Bonds shall have been paid or duly provided for in accordance with the terms of the Indenture, except
(a) to a successor Trustee or (b) to the Credit Provider upon expiration or other termination of the Credit
Facility in accordance with its terms, including expiration on its stated expiration date or (c) upon payment
under the Credit Facility of the full amount payable under the Credit Facility. If at any time during the term
of the Credit Facility, a successor Trustee shall be appointed and qualified under the Indenture and the
Credit Facility is not assignable or transferable to the successor Trustee, the resigning Trustee shall request
the Credit Provider to deliver a new Credit Facility, substantially identical to the Credit Facility, to the
successor Trustee. The resigning Trustee shall continue to serve as Trustee under the Indenture until such
time as the new Credit Facility is delivered to the successor Trustee. If the resigning Trustee fails to make
this request, the successor Trustee shall do so before accepting its appointment. Upon delivery of the new
Credit Facility to the successor Trustee, the prior Credit Facility shall be returned to the Credit Provider and
canceled, and the new Credit Facility shall thereafter be subject to all of the provisions of the Indenture
relating to the Credit Facility, and shall be deemed for all purposes of the Indenture to be the Credit Facility
then in effect.

Replacement Credit Facility
At the request of the Credit Provider, the Trustee shall exchange the Credit Facility with the Credit

Provider for a new Credit Facility (a “Replacement Credit Facility”), provided that such exchange shall not
adversely affect the rating then in effect for the Bonds.
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Advances Under the Credit Facility

Presentation of Certificates; Application of MoneysThe Trustee shall present Certificates (as
defined in the Credit Facility) to the Credit Provider as required by and in accordance with the Credit
Facility in order to receive Advances under, and as and to the extent provided in and permitted by, and in the
amounts available under, the Credit Facility. For purposes of determining the amount of any Advance, the
Trustee shall, at the direction of the Credit Provider, first apply any amounts then on deposit in the Funds
and Accounts (other than the Rebate Fund, the Costs of Issuance Fund and Fees Account) for such purposes.

Return of Payments Under the Credit Facilityln the event that the Trustee receives an Advance
from the Credit Provider under the Credit Facility, and thereafter amounts are received by the Trustee from
the Borrower or other source, which later received amounts are in payment of amounts satisfied by the
Advance under the Credit Facility, then such later received amounts shall be promptly reimbursed to the
Credit Provider to the extent of the amount so paid by the Credit Provider.

Enforcement of Credit Facility. The Trustee shall hold the Credit Facility and shall in its name
enforce all rights of the Trustee and all obligations of the Credit Provider under the Credit Facility for the
benefit of the Bondowners.

Certain Rights of the Credit Provider

Each Bondowner, by its purchase of Bonds, the Trustee and the Issuer agree that the Credit Provider
may at any time during the continuation of an insolvency proceeding of the Issuer or the Borrower (an
“Insolvency Proceeding”) direct all matters relating to the Bonds in any such Insolvency Proceeding,
including, without limitation, (a) all matters relating to any Preference Claim or the lifting of the automatic
stay, (b) the direction of any appeal of any order relating to any Preference Claim or to the lifting of the
automatic stay and (c) the posting of any surety, supersedeas or performance bond pending any such appeal.
The Credit Provider shall have the right to contest, directly or indirectly (e.g. through the Trustee) any
Preference Claim or the imposition of the automatic stay. The Trustee shall promptly notify the Credit
Provider of any demand for recovery of a payment. The Trustee agrees to contest any attempted recovery or
stay or to seek to lift or modify the automatic stay at the written direction of the Credit Provider, as well as
to cease such actions or settle any claim or contest in accordance with written instructions from the Credit
Provider, provided that the Trustee is indemnified to the reasonable satisfaction of the Trustee by the Credit
Provider for all expenses to which it may be put and against any liability, except liability which is
adjudicated to have resulted from its own negligence or willful misconduct, by reason of any action so
taken. Such indemnification shall not be required if the Trustee fails to timely notify the Credit Provider, as
required by the preceding sentence, and such failure is prejudicial to the Credit Provider. In addition, and
without intending to limit the foregoing, the Credit Provider shall be subrogated to the rights of the Issuer,
the Trustee and the Bondowners in any Insolvency Proceeding to the extent it has performed its payment
obligations under the Credit Facility, including, but not limited to, any rights of any party to an adversary
proceeding with respect to any court order issued in connection with any such Insolvency Proceeding and
rights pertaining to the filing of a proof of claim, voting on a reorganization plan and rights to payment
under any of the above.

Limitations on Rights of Credit Provider

Notwithstanding anything contained in the Indenture to the contrary, all provisions of the Indenture
regarding consents, approvals, directions, waivers, appointments, requests or other actions by the Credit
Provider shall be deemed not to require or permit such consents, approvals, directions, waivers,
appointments, requests or other actions and shall be read as if the Credit Provider were not mentioned in
such provisions if a Wrongful Dishonor has occurred, but only for so long as the Wrongful Dishonor is
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continuing, provided, however, that the Credit Provider’s right to all notices under the Bond Documents and
to the payment of amounts due to the Credit Provider pursuant to the terms of the Bond Documents shall
continue in full force and effect. The foregoing shall not affect any other rights of the Credit Provider.

Discharge of Lien and Security Interest

Discharge. Upon satisfaction of the conditions precedent described in the next paragraph, the
Trustee shall (a) execute and deliver to the Issuer such instruments in writing prepared by the Issuer or its
counsel and provided to the Trustee and the Credit Provider as shall be required to cancel and discharge the
Indenture and the pledge and assignment of the Trust Estate, (b) reconvey, assign and deliver to the Issuer so
much of the Trust Estate as may be in its possession or subject to its control (except for (1) moneys and
Government Obligations held for the purpose of paying Bonds and (2) moneys and Permitted Investments
held in the Rebate Fund for payment to the United States Government), who shall, in turn, convey, assign
and deliver the remaining Trust Estate to the Borrower, and (c) return the Credit Facility to the Credit
Provider.

Conditions to Discharge. The conditions precedent to the cancellation and discharge of the
Indenture and the other acts described in the preceding paragraph are (a) payment in full of the Bonds, (b)
payment of the Third Party Fees and the Trustee’s ordinary costs and expenses under the Indenture, (c)
receipt by the Trustee of a written statement from the Credit Provider stating that all obligations owed to the
Credit Provider under the Credit Facility Agreement and the Mortgage Loan Documents have been fully
paid, (d) payment of all Extraordinary Items, (e) receipt by the Trustee of a written statement from the Issuer
stating that all amounts owed to the Issuer in respect of Reserved Rights have been fully paid, (f) receipt by
the Trustee of an Opinion of Counsel, at the expense of the Borrower, to the effect that the Credit Provider
has no further obligation under the Credit Facility and (g) receipt by the Trustee of an Opinion of Counsel,
at the expense of the Borrower, stating that all conditions precedent to the satisfaction and discharge of the
Indenture have been satisfied.

Survival of Rights and Powers.The rights and powers granted to the Trustee with respect to the
payment, transfer and exchange of Bonds and the Reserved Rights of the Issuer shall survive the
cancellation and discharge of the Indenture.

Payment of Outstanding Amountslf the Bonds have been paid in full, but any one or more of the
other conditions precedent described under the heading “—Conditions to Discharge” above are not satisfied
because an amount has not been paid, the Trustee shall, prior to cancellation and discharge of the Indenture,
pay over, assign and deliver to the persons listed below, in the strict order set out below, the amounts
required to satisfy those conditions precedent:

@) The Third Party Fees and Ordinary Costs and Expendésny portion of the
Third Party Fees currently due and unpaid or ordinary costs and expenses of the Trustee remain
unpaid at the time of discharge, the Trustee shall pay over, assign and deliver to itself so much of
(and not to exceed) the Trust Estate as shall be necessary to fully pay such unpaid amounts. No
Extraordinary ltems shall be paid pursuant to the provisions of the Indenture described under this
heading.

(b) The Credit Provider. If the Trustee receives a written statement from the Credit
Provider stating that moneys are owed to the Credit Provider under the Credit Facility Agreement
or the Mortgage Loan Documents, the Trustee shall pay over, assign and deliver to the Credit
Provider so much of (and not to exceed) the remaining Trust Estate as shall be necessary to fully
pay all amounts due and owing to the Credit Provider, as determined by the Credit Provider, in its
sole and absolute discretion.
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(© Trustee. If any Extraordinary Items have not been paid to the Trustee, the
Trustee shall pay over, assign and deliver to itself so much of (and not to exceed) the remaining
Trust Estate as shall be necessary to fully pay all amounts owing to the Trustee for Extraordinary
ltems.

(d) Issuer. If the Trustee receives a written statement from the Issuer stating that
moneys are owed to the Issuer in respect of the Reserved Rights, the Trustee shall pay over,
assign and deliver to the Issuer so much of (and not to exceed) the remaining Trust Estate as shalll
be necessary to fully pay all amounts owing to the Issuer in respect of the Reserved Rights.

Defeasance

Provision for Payment of BondsAny Bond shall be deemed to have been paid within the meaning
of the provisions of the Indenture described under the heading “—Discharge of Lien and Security Interest”
above if:

(@ there has been irrevocably deposited with the Trustee either (A) sufficient
Available Moneys or (B) Government Obligations, which are not subject to early redemption and
which are purchased with Available Moneys, of such maturities and interest payment dates and
bearing such interest as will, without further investment or reinvestment of either the principal
amount of such Government Obligations or the interest earnings on Government Obligations (the
earnings to be held in trust also), be sufficient, together with any Available Moneys deposited
pursuant to this paragraph, in each case as verified by a written report of an independent certified
public accountant, for the payment on their respective maturity dates, or redemption dates prior to
maturity, of the principal of such Bonds and redemption premium, if any, and interest to accrue
on such Bonds to such maturity or redemption dates, provided, that the Trustee has received, at
the expense of the Borrower (a) an Opinion of Counsel rendered by bankruptcy counsel that such
Available Moneys or Government Obligations purchased with Available Moneys are not subject
to avoidance under Section 547 or 544 and are not subject to an automatic stay pursuant to
Section 362 of the Bankruptcy Code or any successor statute, and, as such, are not recoverable
under Section 550(a) of the Bankruptcy Code or other applicable insolvency law, should there be
a petition by or against the Borrower or the Issuer under the Bankruptcy Code or any other
bankruptcy act, and (b) an Opinion of Bond Counsel to the effect that such deposit with the
Trustee and consequent defeasance of the Bonds does not adversely affect the excludability of the
interest payable on the Bonds from gross income for federal income tax purposes;

(ii) all Third Party Fees due or to become due have been paid or sufficient additional
moneys to make the required payments have been irrevocably deposited with the Trustee; and

(i)  for any such Bonds to be redeemed on any date prior to their maturity, the
Trustee has received in form satisfactory to it irrevocable instructions to redeem such Bonds on a
date on which the Bonds are subject to redemption, and either evidence satisfactory to the Trustee
that all redemption notices required by the Indenture have been given or irrevocable power
authorizing the Trustee to give such redemption notices.

The Trustee shall redeem the Bonds specified by such irrevocable instructions on the date specified by
such irrevocable instructions.

Defeased Bonds No Longer OutstandingAt such time as a Bond shall be deemed to be paid

under the Indenture, it shall no longer be secured by or entitled to the benefits of the Indenture, except for
the purposes of payment in accordance with the terms of the Indenture.

B-11



Investment Limitations Not ApplicableLimitations elsewhere specified in the Indenture regarding
the investment of moneys held by the Trustee, other than with respect to the Tax Certificate, shall not be
construed to prevent the depositing and holding of the obligations described in paragraph (i)(B) under the
heading “—Defeasance—~Provision for Payment of Bonds” above for the purpose of providing for the
defeasance of the lien of the Indenture as to Bonds which have not yet become due and payable. Allincome
from all Government Obligations in the hands of the Trustee as described under this heading which has been
identified by an independent certified public accountant as not required for the payment of the Bonds and
interest on such income with respect to which such moneys have been so deposited shall be deposited with
the Trustee as and when realized and collected for use and application as are other moneys deposited with
the Trustee in the Revenue Fund.

Particular Bonds Notwithstanding any other provision of the Indenture to the contrary, all moneys
or Government Obligations set aside and held in trust pursuant to the provisions of the Indenture relating to
the discharge of the Indenture for the payment of Bonds (including accrued interest on such Bonds) shall be
applied to and used solely for the payment of the particular Bonds (including interest on such Bonds) with
respect to which such moneys or Government Obligations have been so set aside in trust.

Events of Default; Preliminary Notice
Events of Default. Each of the following shall constitute an Event of Default:

0] default in the payment of any interest due on any Bond (other than a Purchased
Bond) on any Interest Payment Date or any other date when and as the same becomes due;

(i) default in the payment of the principal of any Bond (other than a Purchased
Bond) when and as the same becomes due, whether at the stated maturity of the Bond or upon
any redemption of the Bond;

(i)  written notice to the Trustee from the Credit Provider of a default in the
observance or performance of any covenant, agreement, warranty or representation on the part of
the Issuer included in the Indenture or in the Bonds (other than an Event of Default described in
paragraph (i) or (ii) above) and the continuance of such default for a period of 30 days after the
Trustee receives such written notice; or

(iv)  an Act of Bankruptcy.

Preliminary Notice. The Trustee will immediately notify the Issuer, the Loan Servicer, the
Borrower and the Credit Provider after the Trustee obtains knowledge or receives notice of the occurrence
of an Event of Default or an event which would become an Event of Default with the passage of time or the
giving of notice, or both, identifying the paragraph under the heading above under which the Event of
Default has occurred or may occur.

Non-Default and Prohibition of Mandatory Redemption Upon Event of Taxabilitfhe
occurrence of any event (a “Tax Event”) which results in the interest payable on the Bonds being includable
for federal income tax purposes in the gross income of the Bondowners, including, but not limited to, any
violation of any provision of the Regulatory Agreement or any of the other Bond Documents, shall not (a)
constitute an Event of Default under the Indenture, the Bonds or any of the other Bond Documents, or
permit any party (other than the Credit Provider) to accelerate, or require acceleration of, the Mortgage Loan
or the Bonds, or give rise to a mandatory redemption of the Bonds, unless the Credit Provider, in its sole and
absolute discretion, provides written notice to the Trustee that such Tax Event constitutes an Event of
Default under the Security Instrument and, by cross default, a default under the Financing Agreement, or (b)
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give rise to the payment to the Bondowners of any amount, denoted as “supplemental interest,” “additional
interest,” “penalty interest,” “damages,” “liquidated damages” or otherwise, in addition to the amounts
payable to the Owners of the Bonds prior to the occurrence of the Tax Event. Nothing described under this
heading shall be deemed to amend or modify the terms of the Mortgage Loan Documents. Promptly upon
determining that a Tax Event has occurred, the Issuer or the Trustee, by notice in writing to the Credit
Provider, the Loan Servicer and all Registered Owners of the Bonds, shall state that a Tax Event has
occurred and whether the Tax Event has been cured, is curable within a reasonable period, or is incurable.
Notwithstanding the availability of the remedy of specific performance to cure a Tax Event that is curable
within a reasonable period, neither the Issuer nor the Trustee shall have, and each of them acknowledges
that, except at the direction of the Credit Provider, they shall not have, upon the occurrence of a Tax Event,
any right or obligation to cause or direct acceleration of the Bonds or the Mortgage Loan, to enforce the
Mortgage Note or to foreclose the Security Instrument, to accept a deed to the Mortgaged Property in lieu of
foreclosure, or to effect any other comparable conversion of the Mortgage Loan.

Remedies; Rights of Bondowners
Acceleration; Rescission of AcceleratiorJpon:

0] the occurrence of the Event of Default described in paragraph (i) or (ii) under the
heading “—Events of Default” above, the Trustee may, and shall upon the written request of
Bondowners owning a majority in aggregate principal amount of Bonds then Outstanding, by
written notice to the Issuer, the Borrower, the Credit Provider and the Loan Servicer, declare the
principal of all Bonds then Outstanding (if not then due and payable) and the interest accrued, and
to accrue, on the Outstanding Bonds to the date of such declaration immediately due and payable;
or

(i) the occurrence of an Event of Default described in paragraph (iii) or (iv) under
the heading “—Events of Default” above, the Trustee may, upon receiving the prior written
consent of the Credit Provider, and shall, upon the written direction of the Credit Provider, by
written notice to the Issuer, the Borrower and the Loan Servicer, declare the principal of all
Bonds then Outstanding (if not then due and payable) and the interest accrued, and to accrue, on
the Outstanding Bonds to the date of such declaration immediately due and payable.

Upon any such declaration of acceleration, the Trustee shall (a) give immediate notice to the Credit
Provider and request an Advance under the Credit Facility pursuant to the Indenture, (b) exercise such
rights as it may have under the Mortgage Note to declare all payments under the Mortgage Note to be
immediately due and payable and (c) give the notice required by the Indenture.

Notice. Upon any decision to accelerate payment of the Bonds, the Trustee shall notify the
Bondowners of the declaration of acceleration, that interest on the Bonds will cease to accrue upon such
declaration, and that payment of such Bonds will be made upon presentment of the Bonds at the Principal
Office of the Trustee not earlier than 15 days following the date of acceleration. Such notice shall be sent
by registered mail, overnight delivery service or other secure means, postage or charges prepaid, or, at the
Trustee’s option, may be given by Electronic Means to each Registered Owner of Bonds at such Registered
Owner’s last address appearing in the Bond Register. Any defect in or failure to give notice of such
declaration shall not affect the validity of such declaration.

Other Remedies.Subject to the Indenture, upon the occurrence and continuance of an Event of

Default, the Trustee may, with or without taking action described under the heading “Remedies; Rights of
Bondowners,” but only with the prior written consent of the Credit Provider, and shall, at the direction of the
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Credit Provider if the Event of Default occurs under paragraph (iii) or (iv) under the heading “—Events of
Default” above, pursue any of the following remedies:

0] an action in mandamus or other suit, action or proceeding at law or in equity (a)
to enforce the payment of the principal of, premium, if any, or interest on the Bonds then
Outstanding, (b) for the specific performance of any covenant or agreement contained in the
Indenture or in the Financing Agreement or the Regulatory Agreement or (c) to require the Issuer
to carry out any other covenant or agreement with Bondowners and to perform its duties under
the Act;

(i) the liquidation of the Trust Estate pledged under the Indenture (subject to the
provisions of the Indenture); or

(i) an action or suit in equity, to enjoin any acts or things which may be unlawful or
in violation of the rights of the Bondowners and to execute any other papers and documents and
do and perform any and all such acts and things as may be necessary or advisable in the opinion
of the Trustee in order to have the respective claims of the Bondowners against the Issuer allowed
in any bankruptcy or other proceeding.

Subject to the provisions of the Indenture and the requirement, if any, that the Credit Provider consent in
writing to the exercise by the Trustee of any such available remedy, upon the occurrence and continuance
of an Event of Default, the Trustee shall exercise such of the rights and powers conferred by the Indenture
as the Trustee, being advised by counsel, shall deem most effective to enforce and protect the interests of
the Bondowners and the Credit Provider.

Preservation of Security and Remedies if Wrongful Dishonor Occurs; Rights of Bondowners.
Upon the occurrence and during the continuance of a Wrongful Dishonor, the Trustee may proceed, and
upon the written request of the Owners of not less than 25% of the aggregate principal amount of the Bonds
Outstanding and the receipt of indemnity reasonably satisfactory to the Trustee, shall proceed, to protect and
enforce its rights and the rights of the Bondowners under the Indenture by such suits, actions or special
proceedings in equity or at law, or by proceedings in the office of any board or officer having jurisdiction,
whether for the specific performance of any covenant or agreement contained in the Indenture or the
Financing Agreement, or in aid of the execution of any power granted in the Indenture, or in the Financing
Agreement or by the Act, or for the enforcement of any legal or equitable right or remedy, as the Trustee,
being advised by counsel, shall deem most effective to protect and enforce such rights or to perform any of
its duties under the Indenture.

Remedies Not ExclusiveSubject to the provisions of the Indenture, no right or remedy conferred
upon or reserved to the Trustee (or to the Bondowners) by the terms of the Indenture is intended to be
exclusive of any other right or remedy, but each and every such right and remedy shall be cumulative and
shall be in addition to any other right or remedy given to the Trustee or to the Bondowners under the
Indenture or under the Financing Agreement, the Regulatory Agreement or the Credit Facility or now or
hereafter existing at law or in equity.

Waiver. To the extent not precluded by law, the Trustee, upon notice to and with the prior written
consent of the Credit Provider (unless a Wrongful Dishonor has occurred and is continuing) may waive any
Event of Default under the Indenture and its consequences and, if the Trustee has accelerated payment of the
Bonds, rescind the declaration of acceleration (unless precluded by the Indenture or unless clause (b)
following shall be applicable) and shall do so upon the written request of (a) the Credit Provider or (b)
Bondowners owning a majority in aggregate principal amount of Bonds then Outstanding, provided,
however, that there shall be no such waiver or rescission unless the principal and interest on the Bonds in

B-14



arrears (without regard to the acceleration), together with interest at the applicable rate or rates of interest
borne by the Bonds on such overdue principal and, to the extent permitted by law, on such overdue interest,
shall have been paid or provided for by the Borrower or by the Credit Provider and all fees and expenses of
the Trustee shall have been paid or provided for by the Borrower or the Credit Provider. In the case of any
such waiver, the Issuer, the Borrower, the Trustee and the Bondowners shall be restored to their former
positions and rights under the Indenture. The Trustee may not waive any Event of Default under the
Indenture unless, after the waiver, the Credit Facility will remain in effect in an amount equal to the
aggregate principal amount of the Bonds Outstanding plus the Interest Requirement, provided, however, that
such waiver will be permitted if (a) the Issuer consents to the waiver, (b) the Rating Agency then rating the
Bonds is notified and the Trustee gives written notice to the Bondowners that the ratings on the Bonds may
be reduced or withdrawn upon the occurrence of such waiver, and (c) 100% of the Bondowners consent to
the waiver.

Limited Effect of Waiver. No waiver of any Event of Default, whether by the Trustee or by the
Bondowners, shall extend to or shall affect any subsequent Event of Default or shall impair any rights or
remedies consequent to such Event of Default.

Delay or Omission.No delay or omission to exercise any right or remedy provided in the Indenture
upon any Event of Default shall impair any such right or remedy or shall be construed to be a waiver of any
such Event of Default or acquiescence in it and every such right and remedy may be exercised from time to
time as often as may be deemed expedient.

Rights of the Credit Provider and the Bondowners
To Direct Proceedings; Rights and Limitations
Applicable to Bondowners, Issuer and Trustee

Rights to Direct ProceedingsNotwithstanding anything contained in the Indenture to the contrary,

the Credit Provider itself or Bondowners owning a majority in aggregate principal amount of Bonds then
Outstanding, but only with the prior written consent of the Credit Provider, shall have the right, at any time,
by an instrument or instruments in writing executed and delivered to the Trustee, to direct the method and
place of conducting all proceedings to be taken in connection with the enforcement of the terms and
conditions of the Indenture or any other proceedings under the Indenture, provided that such direction shall
not be otherwise than in accordance with the provisions of law and of the Indenture, and provided that the
Trustee shall be indemnified to its satisfaction (except for actions required under the Indenture).

Limitations on Bondowners’ Rights.No Bondowner shall have the right to enforce the provisions
of the Indenture, the Financing Agreement or any Mortgage Loan Document, or to institute any proceeding
in equity or at law for the enforcement of the Indenture or the Financing Agreement, or to take any action
with respect to an Event of Default under the Indenture or an “Event of Default” under (and as defined in)
the Financing Agreement, or to institute, appear in or defend any suit or other proceeding with respect to the
Indenture, the Financing Agreement or any Mortgage Loan Document upon an Event of Default unless (a)
such Bondowner has given the Trustee, the Issuer, the Credit Provider, the Loan Servicer and the Borrower
written notice of the Event of Default, (b) the Owners of a majority in aggregate principal amount of Bonds
then Outstanding shall have requested the Trustee in writing to institute such proceeding, (c) the Trustee
shall have been afforded a reasonable opportunity to exercise its powers or to institute such proceeding, (d)
the Trustee has been offered reasonable indemnity, when required, and (e) the Trustee has thereafter failed
or refused to exercise such powers or to institute such proceeding within a reasonable period of time.
Except as described under this heading, no Bondowner shall have any right in any manner whatever by his
or her action to affect, disturb or prejudice the pledge of Revenues or of any other moneys, funds or
securities under the Indenture. No Bondowner shall have the right, directly or indirectly, individually or as a
group, to seek to enforce, collect amounts available under, or otherwise realize on, the Credit Facility.
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Non-Interference and Non-Impairment of Mortgage LoanNotwithstanding anything contained
in the Indenture to the contrary, so long as the Credit Facility remains in effect and the Credit Provider is not
in default in its payment obligations under the Credit Facility, neither the Issuer, the Trustee nor any person
under their control nor the Bondowners shall, without the prior written consent of the Credit Provider,
exercise, directly or indirectly, any remedy or direct any proceeding under the Bond Documents or with
respect to the Mortgage Loan or, directly or indirectly:

@ initiate or take any action which may have the effect, directly or indirectly, of (a)
impairing the ability of the Borrower to timely pay the principal of, interest on, or other amounts
due and payable under, the Mortgage Loan Documents or (b) impairing or defeating the validity
or priority of the lien created by the Security Instrument;

(i) interfere with or attempt to influence the exercise by the Credit Provider of its
rights under the Mortgage Loan Documents, including, but not limited to, the Credit Provider’'s
remedial rights under the Mortgage Loan upon the occurrence of an Event of Default by the
Borrower under the Security Instrument; or

(i)  upon the occurrence of an Event of Default under the Security Instrument, take
any action to accelerate or otherwise enforce payment or seek other remedies with respect to the
Mortgage Loan;

provided that, subject to the provisions of the foregoing paragraphs (i) through (iii), the provisions of the
Indenture described under this heading shall not prohibit the Issuer’s right to enforce its Reserved Rights,
and provided, further, that the Issuer or the Trustee, as the case may be, may (a) enforce rights under the
Credit Facility (so long as the Credit Facility is in effect), (b) enforce the tax covenants set forth in the
Indenture and the Financing Agreement and (c) enforce rights of specific performance under the
Financing Agreement and the Regulatory Agreement, except that neither the Issuer nor the Trustee shall
seek damages or any monetary recovery under the Financing Agreement or the Regulatory Agreement.

Discontinuance of ProceedingsPrior to a demand for payment under the Credit Facility in case
the Trustee has proceeded to enforce any right under the Indenture by the appointment of a receiver or
otherwise, and such proceedings have been discontinued or abandoned for any reason, or have been
determined adversely, then and in every such case the Issuer, the Credit Provider, the Loan Servicer and the
Trustee shall be restored to their former positions and rights under the Indenture, and all rights, remedies,
powers, duties and obligations of the Issuer, the Trustee, the Loan Servicer and the Credit Provider shall
continue as if no such proceedings had been taken, subject to the limits of any adverse determination.

Action by Trustee. All rights of action under the Indenture or upon any of the Bonds enforceable
by the Trustee may be enforced by the Trustee without the possession of any of the Bonds, or the production
of the Bonds at the trial or other proceedings relative to such suit, action or proceeding, and any such suit,
action or proceeding instituted by the Trustee may be brought in its name for the ratable benefit of the
Bondowners, without the necessity of joining any Bondowner as a party, and for the benefit of the Credit
Provider. In any action, suit or other proceeding by the Trustee, the Trustee shall be paid fees, counsel fees
and expenses in accordance with the Indenture.

Application of Moneys
Amounts derived from payments under the Credit Facility shall be deposited into the Credit Facility
Account and applied solely to pay the principal of and interest on the Bonds and shall not be applied to pay

any fees or expenses or advances of the Trustee or the Issuer (except to the extent such fees are payable out
of the Fees Account from transfers to the Fees Account from the General Account), including amounts in
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respect of indemnification. All other moneys received by the Trustee pursuant to any action taken under the
provisions of the Indenture relating to Events of Default and remedies and all moneys on deposit in the
Funds and Accounts under the Indenture (other than the Rebate Fund, the Costs of Issuance Fund and the
Fees Account) shall be deposited into the General Account, and, other than with respect to an Event of
Default under paragraph (iii) under the heading “—Events of Default” above, after payment first, of any
unpaid portion of the Trustee’s Annual Fee currently due and unpaid and the ordinary costs and expenses
and Extraordinary Items of the Trustee, and second, of the fees and expenses of the Issuer, the balance of
such moneys, less such amounts as the Trustee determines may be needed for possible use in paying future
fees and expenses and for the preservation and management of the Project (as identified and required by the
Credit Provider), shall be applied as set forth in the following subsections.

Principal on Bonds Not Due and PayableUnless the principal of all Bonds shall have become or
been declared due and payable, all such moneys shall be applied:

First - to the payment of amounts, if any, payable to the United States pursuant to the
provisions of the Indenture relating to rebate payments;

Second - to the payment of all interest then due on the Bonds, in the order of the maturity
of such interest and, if the amount available shall not be sufficient to pay in full said amount, then
to the payment ratably of the amounts due, without any discrimination or privilege;

Third - to the payment of the unpaid principal of any of the Bonds which shall have
become due (other than Bonds matured or called for redemption for the payment of which
moneys are held pursuant to the provisions of the Indenture), in the order of their due dates upon
which they became due, with interest on such Bonds from the respective dates upon which they
became due at the rate or rates borne by the Bonds, to the extent permitted by law, and, if the
amount available shall not be sufficient to pay in full Bonds due on any particular date, together
with such interest, then to the payment ratably, according to the amount of principal due on such
date, to the persons entitled to such payment without any discrimination or privilege;

Fourth - to the payment of amounts owed to the Credit Provider under the Credit Facility
Agreement and the Mortgage Loan Documents, as specified to the Trustee in writing by the
Credit Provider and then to any unpaid amounts due to the Trustee for Extraordinary Items, for
this purpose including the costs and expenses of any proceedings resulting in the collection of
such moneys and of advances incurred or made by the Trustee;

Principal on Bonds Declared Due and Payabldf the principal of all the Bonds has become or
been declared due and payable, all such moneys shall be applied first, to the payment of amounts, if any,
payable to the United States pursuant to the provisions of the Indenture relating to rebate payments; second,
to the payment of the principal and interest then due and unpaid upon the Bonds, without preference or
priority of principal over interest or of interest over principal, or of any installment of interest over any other
installment of interest, or of any Bond over any other Bond, ratably according to the amounts due
respectively for principal and interest to the persons entitled to payment, until all such principal and interest
has been paid; third, to pay the Credit Provider amounts owed to it under the Credit Facility Agreement and
the Mortgage Loan Documents, as specified to the Trustee in writing by the Credit Provider; and fourth, to
the Borrower (but only if all amounts due the Trustee and the Issuer have been paid, otherwise to first pay
such amounts in the priority set described under the heading “—Payment of Outstanding Amounts” above).

Acceleration RescindedIf the principal of all the Bonds has been declared due and payable, and if

such declaration is thereafter rescinded under the Indenture, then, in the event that the principal of all the
Bonds shall later become or be declared due and payable, the moneys shall be applied in accordance with
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the provisions of the Indenture described under the heading “—Principal on Bonds Declared Due and
Payable” above.

General. Whenever moneys are to be applied pursuant to the provisions of the Indenture described
under the heading “Application of Moneys,” such moneys shall be applied at such times, and from time to
time, as the Trustee determines, having due regard for the amount of such moneys available for application,
the likelihood of additional moneys becoming available for such application in the future, and potential
expenses relating to the exercise of any remedy or right conferred on the Trustee by the Indenture.
Whenever the Trustee applies such moneys, it shall fix the date (which shall be an Interest Payment Date
unless it deems an earlier date more suitable) upon which such application is to be made. The Trustee shall
give such notice as it may deem appropriate of the deposit with it of any such moneys and of the fixing of
any such date, and shall not be required to make payment to the Owner of any Bond until such Bond is
presented to the Trustee for appropriate endorsement or for cancellation if fully paid. Whenever the
principal of and interest on all Bonds have been paid in full under the provisions of the Indenture described
under the heading “Application of Moneys” and all other conditions set out under the heading “Discharge of
Lien and Security Interest” have been satisfied, any balance remaining in the Funds and Accounts shall be
paid as provided in the Indenture and described under the heading “Discharge of Lien and Security Interest.”

The Trustee

Fees; Expenses.The Trustee shall be entitled to payment from the Borrower for the Trustee’s
Annual Fee. The Trustee shall be entitled to payment and/or reimbursement from the Borrower for its
ordinary costs and expenses reasonably incurred in connection with its services under the Indenture
(including, for the Trustee, under the Financing Agreement and the Regulatory Agreement). In the event
that it should become necessary that the Trustee perform extraordinary services, it shall be entitled to
Extraordinary ltems, provided that if such Extraordinary ltems are incurred as a result of the negligence or
willful misconduct of the Trustee, it shall not be entitled to compensation or reimbursement for such
services or expenses. The Borrower’s failure to pay amounts owed to the Trustee shall not excuse the
performance of its obligations under the Indenture and under the other Bond Documents, except that the
Trustee shall not be required to expend or advance its own funds or otherwise incur any financial liability
unless payment of its fees and expenses are assured to the reasonable satisfaction of the Trustee. The
Trustee shall also be indemnified by the Borrower as provided in the Financing Agreement. The Trustee
recognizes that all fees, charges and other compensation to which it may be entitled under the Indenture are
required to be paid by the Borrower under the Financing Agreement, and, accordingly, the Trustee agrees
that except for moneys that the Issuer may derive from the Borrower for purposes of the foregoing, the
Issuer shall not be liable for any such fees, charges and other compensation. Notwithstanding anything in
the Indenture to the contrary, the Trustee shall not be entitled to payment and/or reimbursement from any of
the amounts held in any of the funds or accounts of the Indenture other than the Fees Account.

Resignation of Trustee.The Trustee may resign only upon giving 60 days prior written notice to
the Issuer, the Credit Provider, the Loan Servicer, the Borrower and to each Registered Owner of Bonds
then Outstanding as shown on the Bond Register. Notwithstanding such notice, such resignation shall take
effect only upon the appointment of a successor Trustee in accordance with the Indenture and the
acceptance of such appointment by such successor Trustee.

Removal of Trustee The Trustee may be removed at any time, upon 30 days prior written notice to
the Trustee, (a) by the Issuer, with the prior written consent of the Credit Provider, (b) by an instrument or
concurrent instruments in writing delivered to the Issuer, the Credit Provider, the Loan Servicer, the Trustee
and the Borrower, signed by the Owners of a majority in aggregate principal amount of Bonds then
Outstanding, and approved by the Credit Provider, which written instrument shall designate a successor
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trustee, or (c) by the Credit Provider. Such removal shall not be effective until a successor Trustee
satisfying the requirements of the Indenture is appointed and has accepted its appointment.

Appointment of Successor TrustedJpon the resignation or removal of the Trustee, a successor
Trustee shall be appointed by the Borrower with the prior written consent of the Issuer and the Credit
Provider, provided that if the Borrower is then in default under any Bond Document or any Mortgage Loan
Document or if an event has occurred and is continuing which, with notice or the passage of time or both,
would constitute such a default, such appointment shall be made by the Issuer with the prior written consent
of the Credit Provider. If, in the case of resignation or removal of the Trustee, no successor is appointed
within 30 days after the notice of resignation or within 30 days after removal, as the case may be, then, in
the case of a resignation, the resigning Trustee shall appoint a successor with the prior written consent of the
Issuer and the Credit Provider or apply to a court of competent jurisdiction for the appointment of a
successor Trustee and, in the case of a removal, the Credit Provider shall have the right to appoint a
successor Trustee or to apply to a court of competent jurisdiction for the appointment of a successor Trustee.

Qualifications of Successor TrusteeAny successor Trustee (a) shall be a bank or trust company
organized under the laws of the United States of America or any state of the United States of America,
authorized to exercise trust powers and having (or its parent having) a combined capital stock, surplus and
undivided profits aggregating at least $50,000,000, and (b) shall accept in writing its duties and
responsibilities under the Indenture, the Financing Agreement, the Assignment and the Regulatory
Agreement. Such written acceptance shall be filed with the Issuer, the Credit Provider, the Loan Servicer
and the Borrower. The successor Trustee shall give notice of such succession by first-class mail, postage
prepaid, to each Bondowner at the address of such Bondowner shown on the Bond Register. Upon
appointment of a successor Trustee, the resigning or removed Trustee, as the case may be, shall assign all of
its right, title and interest in the Security, including its right, title and interest in the Credit Facility and the
Indenture, to the successor Trustee.

Supplemental Indentures Not Requiring Bondowner Consent

The Issuer and the Trustee, without the consent of or notice to any of the Bondowners, may enter
into an indenture or indentures supplemental to the Indenture for one or more of the following purposes:

() to cure any ambiguity or to correct or supplement any provision contained in the
Indenture or in any supplemental indenture which may be defective or inconsistent with any other
provision contained in the Indenture or in any supplemental indenture;

() to amend, modify or supplement the Indenture in any respect if, in the judgment
of the Trustee, such amendment, modification or supplement is not materially adverse to the
interests of the Bondowners;

(i)  to grant to or confer upon the Trustee for the benefit of the Bondowners any
additional rights, remedies, powers or authority that may lawfully be granted to or conferred upon
the Bondowners or the Trustee, or to grant or pledge to the Trustee for the benefit of the
Bondowners any additional security other than that granted or pledged under the Indenture;

(iv) to modify, amend or supplement the Indenture or any supplemental indenture in
such manner as to permit the qualification of the Indenture or such supplemental indenture under
the Trust Indenture Act of 1939, as amended, or any similar federal statute then in effect, or to
permit the qualification of the Bonds for sale under the securities laws of any of the States of the
United States;
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(v) to appoint a successor trustee, separate trustee or co-trustee, or a separate Bond
Registrar in the manner provided in the Indenture;

(vi) to make any change requested by the Credit Provider which, in the judgment of
the Trustee, is not materially adverse to the interests of the Bondowners, including, but not
limited to, provision of a Credit Facility other than or in substitution for the Credit Facility then in
effect, provided that the provision of such other Credit Facility does not adversely affect the
rating then in effect for the Bonds;

(vii)  to make any change in the Indenture or in the terms of the Bonds necessary or
desirable in order to maintain the rating of “AAA” and/or “Aaa” awarded to the Bonds by the
Rating Agency or to otherwise comply with the requirements of any Rating Agency then rating
the Bonds;

(viii)  to comply with the Code and the regulations and rulings issued with respect to
the Code, to the extent determined as necessary or desirable in the Opinion of Bond Counsel;

(ix) to implement any secondary market disclosure, required under applicable law
with respect to the Bonds, the Issuer, the Borrower or the Mortgaged Property; or

x) in connection with any other change in the Indenture which, in the judgment of
the Trustee, is not materially adverse to the interests of the Bondowners.

If the Trustee has received written confirmation from the Rating Agency to the effect that such
supplemental indenture will not result in the suspension, withdrawal or reduction of the then current rating
on the Bonds and all conditions precedent in the Indenture have been satisfied, the Trustee shall join the
Issuer in the execution of any such supplemental indenture. The Trustee shall promptly furnish a copy of
any such supplemental indenture to the Credit Provider, the Loan Servicer and the Borrower.

Supplemental Indentures Requiring Bondowner Consent

Exclusive of supplemental indentures described under the preceding heading and subject to the
terms and provisions described under this heading, the Issuer, in its sole discretion, and the Trustee may,
with the consent of Bondowners owning a majority in aggregate principal amount of Bonds then
Outstanding, from time to time, execute indentures supplemental to the Indenture for the purpose of
modifying, altering, amending, adding to or rescinding, in any particular, any of the terms or provisions
contained in the Indenture or in any supplemental indenture, provided that nothing described under this
heading shall permit, or be construed as permitting:

(1) an extension of the maturity of the principal of or interest on, or the mandatory
redemption date of, any Bond, without the consent of the Owners of all of the Bonds then
Outstanding;

(i) a reduction in the principal amount of, or the rate of interest on, any Bond,
without the consent of the Owner of such Bond;

(i)  a preference or priority of any Bond or Bonds over any other Bond or Bonds,
without the consent of the Owners of all such Bonds;

(iv)  the creation of a lien prior to or on parity with the lien of the Indenture, without
the consent of the Owners of all of the Bonds then Outstanding;
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(V) a change in the percentage of Bondowners necessary to waive an Event of
Default or otherwise approve matters requiring Bondowner approval under the Indenture,
including consent to any supplemental indenture, without the consent of the Owners of all the
Bonds then Outstanding;

(vi) a transfer, assignment or release of the Credit Facility (or modification of the
provisions of the Indenture governing such transfer, assignment or release), other than as
permitted by the Indenture, the Assignment or the Credit Facility;

(vii)  the creation of any lien other than a lien ratably securing all of the Bonds at any
time Outstanding under the Indenture, without the consent of the Owners of all of the Bonds then
Outstanding; or

(viiiy the amendment of the provisions of the Indenture described under this heading,
without the consent of the Owners of all of the Bonds then Outstanding.

The giving of notice to and consent of the Bondowners to any such supplemental indenture shall be
obtained as provided in the Indenture. When requested by the Issuer or the Borrower, and if all

conditions precedent under the Indenture have been satisfied, the Trustee shall join the Issuer in the
execution of any such supplemental indenture. The Trustee shall promptly furnish a copy of any such

supplemental indenture to the Credit Provider, the Loan Servicer and the Borrower.

Amendments to Financing Agreement
Not Requiring Bondowner Consent

The Issuer and the Trustee, without the consent of or notice to any of the Bondowners, (a) may
enter into or permit any amendment of the Financing Agreement and (b) shall, at the direction of the Credit
Provider, enter into any amendment of the Financing Agreement, for one or more of the following purposes:

0] to cure any ambiguity or to correct or supplement any provision contained in the
Financing Agreement which may be defective or inconsistent with any other provision of the
Financing Agreement;

(i) to make such other provisions with regard to matters or questions arising under
the Financing Agreement which are not materially adverse to the interests of the Bondowners;

(i)  to amend, modify or supplement the Financing Agreement in any respect if, in
the judgment of the Trustee, such amendment, modification or supplement is not materially
adverse to the interests of the Bondowners;

(iv)  to grant to or confer upon the Issuer or the Trustee for the benefit of the
Bondowners any additional rights, remedies, powers or authority that may lawfully be so granted
or conferred, or to grant or pledge to the Issuer or the Trustee for the benefit of the Bondowners
any additional security;

(V) to make any change requested by the Credit Provider which, in the judgment of
the Trustee, is not materially adverse to the interests of the Bondowners;

(vi)  to comply with the requirements of any Rating Agency then rating the Bonds;
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(vii)  to comply with regulations or rulings issued with respect to the Code, to the
extent determined as necessary or desirable in the opinion of Bond Counsel;

(viii) to permit the Borrower to enter into a modification of any Mortgage Loan
Document on terms approved by the Credit Provider, provided that there has first been delivered
to the Trustee (a) written evidence of such approval and the approval by the Credit Provider of
the proposed form of amendment and any other documents relating to the amendment and (b)
written evidence from the Rating Agency that such modifications and any related changes to the
terms of the financing will not adversely affect the rating then applicable to the Bonds; or

(ix) in connection with any other change which, in the judgment of the Trustee, is not
materially adverse to the interests of the Bondowners;

provided that if the Trustee has received written confirmation from the Rating Agency to the effect that
such amendment to the Financing Agreement will not result in the suspension, withdrawal or reduction of
the then current rating on the Bonds and all conditions precedent in the Indenture have been satisfied, the
Trustee shall join the Issuer and the Borrower in the execution of any such amendment. The Trustee shall
promptly furnish a copy of any such amendment to the Financing Agreement to the Issuer, the Credit
Provider, the Loan Servicer and the Borrower.

Amendments to Financing Agreement
Requiring Bondowner Consent

Except as described under the preceding heading, the Issuer and the Trustee shall not enter into any
other modification or amendment of the Financing Agreement, nor shall any such modification or
amendment become effective, without the written consent of the Owners of a majority in aggregate principal
amount of Bonds then Outstanding, such consent to be obtained in accordance with the Indenture. No such
amendment may, without the consent of the Owners of all the Outstanding Bonds, reduce the amounts or
delay the payments on the Mortgage Loan under the Financing Agreement, provided that any such amounts
may be reduced without such consent solely to the extent that such reduction (a) results from a partial
redemption from other than sinking fund installments or (b) represents a reduction in any fees payable from
such amounts (including, but not limited to, a reduction in Set Rate Interest, as defined in the Mortgage
Note). The Trustee shall provide a copy of any such modification or amendment to the Issuer, the Credit
Provider, the Loan Servicer and the Borrower.

Amendments, Changes and Modifications
to the Credit Facility and the Regulatory Agreement

The Credit Facility. The Trustee may, without notice to or the consent of the Owners of the Bonds,
accept any amendment to the Credit Facility (a) in connection with any change in the Credit Facility,
including a revised Mortgage Loan Payment Amortization Schedule to the Credit Facility as a result of a
partial prepayment and re-amortization of the Mortgage Loan or otherwise or (b) as may be required for
purposes of curing any ambiguity, formal defect or omission which is not materially adverse to the interests
of the Bondowners or which does not prejudice in any material respect the interests of the Bondowners.
Except for such amendments, the Credit Facility may be amended only with the written consent of the
Owners of a majority in aggregate principal amount of Bonds then Outstanding, except that, without the
written consent of the Owners of all Outstanding Bonds, no amendment may be made to the Credit Facility
which would reduce the amounts required to be paid under the Credit Facility or change the time for
payment of such amounts; provided that any such amounts may be reduced without such consent solely to
the extent that such reduction represents a written agreement to reduce fees payable from such amounts.
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The Regulatory AgreementSubject to the provisions of the Indenture, the Borrower, the Trustee
and the Issuer may enter into any amendment or modification of the Regulatory Agreement without the
consent of the Owners of the Bonds, provided that the Borrower shall furnish to the Trustee and the Issuer
(8 an Opinion of Bond Counsel to the effect that such amendment or modification of the Regulatory
Agreement will not adversely affect the exclusion of interest on the Bonds from gross income for federal
income tax purposes and (b) the written consent of the Credit Provider.

Notice to and Consent of Bondowners

If consent of the Bondowners is required under the terms of the Indenture for any supplement,
amendment or modification to the Indenture, the Financing Agreement, the Regulatory Agreement or the
Credit Facility, or for any other similar purpose, the Trustee shall cause notice of the proposed execution of
the supplement, amendment or modification to be given by first class mail to the Bondowners. Such notice
shall briefly set forth the nature of the proposed supplement, amendment or modification, and shall state that
copies of any such supplement, amendment or modification are on file at the Principal Office of the Trustee
for inspection by the Bondowners. If, within 30 days or such longer period as shall be prescribed by the
Trustee following the mailing of such notice, the Owners of not less than the required percentage of all
Bonds then Outstanding, by instruments filed with the Trustee, shall have consented to the supplement,
amendment or modification, then the Trustee may execute such supplement, amendment or modification,
and the consent of the Bondowners shall be conclusively presumed. The consent of the Owner of any Bond
shall be binding on any transferee and successor transferees of such Bond. Any other notice required to be
delivered to Bondowners pursuant to the Indenture shall be given, or caused to be given, by the Trustee by
first class mail.

Required Approvals

No amendment, supplement, change or modification may be made to any Bond Document,
Mortgage Loan Document or any other document executed and delivered in connection with the Bonds
without the prior written consent of the Credit Provider. Anything in the Indenture to the contrary
notwithstanding, a supplement or amendment or other document which affects any rights or obligations of
the Borrower shall not become effective unless and until the Borrower (if the Borrower is not then in default
under any Bond Document or any Mortgage Loan Document and if no event shall have occurred which,
with notice or the passage of time or both, would constitute such a default shall have occurred and be
continuing) has consented in writing to the execution of such supplemental indenture, amendment or other
document. The Trustee shall not be required to enter into any supplement or amendment or other document
which is, in the judgment of the Trustee, to the prejudice of the Bondowners or the Trustee.

Opinions of Counsel

Subject to the provisions of the Indenture, the Trustee may obtain, at the Borrower's expense, and
shall be fully protected in relying upon, an Opinion of Counsel as conclusive evidence that any supplement
or amendment to the Indenture, the Financing Agreement, the Regulatory Agreement or the Credit Facility
at the time in effect is authorized and permitted by the Indenture and, if applicable, is not materially adverse
to the interests of the Bondowners. No supplement or amendment with respect to the Indenture, the
Financing Agreement, the Regulatory Agreement or the Credit Facility at the time in effect shall be effective
until the Issuer and the Trustee shall have received an Opinion of Bond Counsel to the effect that such
supplement or amendment will not adversely affect the exclusion from gross income, for federal income tax
purposes, of the interest payable on the Bonds. Such Opinion of Bond Counsel shall be addressed to, or a
reliance letter shall be delivered to, the Credit Provider.
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APPENDIX C

SUMMARY OF CERTAIN PROVISIONS OF
THE REGULATORY AGREEMENT

The following is a summary of certain definitions and provisions of the Regulatory Agreement,
which is qualified in its entirety by reference thereto. Capitalized terms used in this Appendix C and not
otherwise defined shall have the meanings assigned to such terms in Appendix A to the Official Statement.

Definitions

“Adjusted Incomniemeans the adjusted income of a person (together with the adjusted income of all
persons of the age of 18 years or older who intend to reside with such person in one residential unit) as
calculated in the manner prescribed pursuant to Section 8 of the United States Housing Act of 1937, or, if
said Section 8 is terminated, as prescribed pursuant to said Section 8 immediately prior to its termination or
as otherwise required under Section 142 of the Code and the Act.

“Affordable Reritor “Rent§ means monthly rent not in excess of thirty percent (30%) of one-
twelfth of fifty percent (50%) of the annual Median Income for the Area, based upon the following assumed
household sizes for the following sizes of residential units in the Project:

Assumed Number of
Persons in Household

Size of Units for Affordable Units
Studio 1
One bedroom 2
Two bedrooms 3
Three bedrooms 4
Four bedrooms 5
Five or more bedrooms As determined by HUD

“Ared’ means the Primary Metropolitan Statistical Area in which the Project is located, as
promulgated by HUD.

“CDLAC’ means The California Debt Limit Allocation Committee, and its successors and assigns.

“Certificate of Continuing Program Compliaricmeans the certificate with respect to the Project to
be filed by the Borrower with the Issuer, the Program Administrator (if other than the Issuer), and the
Trustee, which shall be substantially in the form attached to the Regulatory Agreement.

“County means the County of El Dorado, California.

“Facilities’ means the buildings, structures and other improvements to be acquired and constructed
on the Site, and all fixtures and other property owned by the Borrower and located on, or used in connection

with, such buildings, structures and other improvements.

“HUD” means the United States Department of Housing and Urban Development, its successors
and assigns.



“Median Income for the Aréaneans the median income for the Area as most recently determined
by the Secretary of the Treasury (which determination is required by Code Section 142(d)(2)(B) to be
consistent with determinations of area median gross income under Section 8 of the United States Housing
Act of 1937, or, if such program is terminated, under such program as in affect immediately after such
termination).

“Program Administratdr means a governmental agency, a financial institution, a certified public
accountant, an apartment management firm, a mortgage insurance company or other business entity
performing similar duties or otherwise experienced in the administration of restrictions on bond financed
multifamily housing projects, which shall be the Issuer initially and, at the Issuer’s election, any other
person or entity appointed by the Issuer who shall enter into an administration agreement in a form
acceptable to the Issuer and the Program Administrator. The initial Program Administrator shall be the
Issuer.

“Project’ means the Facilities and the Site.

“Qualified Project Periotimeans the period beginning on the date of issuance of the Prior Bonds,
and ending on the later of: (a) the date which is 55 years after the date of issuance of the Prior Bonds (which
date of issuance was August 3, 2000), (b) the first day on which no tax-exempt private activity bond issued
with respect to the Project is outstanding, (c) the date on which any assistance provided with respect to the
Project under Section 8 of the United States Housing Act of 1937 terminates, or (d) the date on which the
Bonds are paid in full or extinguished. For purposes of clause (b), the term “private activity bond” has the
meaning contemplated in Section 142(d)(2)(A)(ii) of the Code.

“Regulation$ means the income tax regulations promulgated by the United States Department of
the Treasury pursuant to the Code from time to time.

“Rider means the Fannie Mae Rider to Regulatory Agreement attached to the Regulatory
Agreement and incorporated in the Regulatory Agreement by reference.

“Sit¢’ means the parcel or parcels of real property described in an exhibit to the Regulatory
Agreement, which is attached to the Regulatory Agreement and by this reference incorporated in the
Regulatory Agreement, and all rights and appurtenances thereto.

“Very Low Income Tenaritmeans individuals or families with an Adjusted Income which does not
exceed fifty percent (50%) of the Median Income for the Area, adjusted for household size. In no event,
however, shall the occupants of a residential unit be considered to be Very Low Income Tenants if all the
occupants are students, as defined in Section 151(c)(4) of the Code, as such may be amended, no one of
whom is entitled to file a joint federal income tax return.

“Very Low Income Unitameans the dwelling units in the Project designated for occupancy by Very
Low Income Tenants pursuant to the Regulatory Agreement.

Residential Rental Property
The Borrower has acknowledged and agreed that the Project will be owned, managed and operated
as a “qualified residential rental project” (within the meaning of Section 142(d) of the Code) until the

expiration of the Qualified Project Period. To that end, and for the term of the Regulatory Agreement, the
Borrower has represented, covenanted, warranted and agreed as follows:
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(@) The Project has been acquired and rehabilitated for the purpose of providing
multifamily residential rental property, and the Borrower will own, manage and operate the
Project as a project to provide multifamily residential rental property comprised of a building or
structure or several interrelated buildings or structures, together with any functionally related and
subordinate facilities, and no other facilities, in accordance with applicable provisions of Section
142(d) of the Code and Section 1.103-8(b) of the Regulations, and the Act, and in accordance
with such requirements as may be imposed thereby on the Project from time to time.

(b) All of the residential dwelling units in the Project are similarly constructed units,
and, to the extent required by the Code and the Regulations, each residential dwelling unit in the
Project will contain complete separate and distinct facilities for living, sleeping, eating, cooking
and sanitation for a single person or a family, including a sleeping area, bathing and sanitation
facilities and cooking facilities equipped with a cooking range, refrigerator and sink.

(©) None of the residential dwelling units in the Project will at any time be used on a
transient basis (including use as a corporate suite), or be used as a hotel, motel, dormitory,
fraternity house, sorority house, rooming house, nursing home, hospital, sanitarium, rest home,
retirement house or trailer court or park.

(d) No part of the Project will at any time be owned by a cooperative housing
corporation; nor shall the Borrower take any steps in connection with a conversion to such
ownership or uses. Other than obtaining a final subdivision map on the Project and a Final
Subdivision Public Report from the California Department of Real Estate, the Borrower shall not
take any steps in connection with a conversion of the Project to a condominium ownership except
with (1) the prior written opinion of Bond Counsel that the interest on the Bonds will not become
includable in the gross income of the Bondowners for federal income tax purposes under Section
103 of the Code as a result thereof, and (2) the prior written consent of Fannie Mae.

(e) All of the residential dwelling units in the Project will be available for rental on a
continuous basis to members of the general public and the Borrower will not give preference to
any particular class or group in renting the residential dwelling units in the Project, except to the
extent that residential dwelling units are required to be leased or rented to or are leased or rented
to Very Low Income Tenants or to seniors.

) The Site consists of a parcel or parcels that are contiguous except for the
interposition of a road, street or stream, and all of the Facilities will comprise a single
geographically and functionally integrated project for residential rental property, as evidenced by
the ownership, management, accounting and operation of the Project.

(9) No residential dwelling unit in the Project will be occupied by the Borrower.
Notwithstanding the foregoing, if the Project contains five or more residential dwelling units, this
subsection shall not be construed to prohibit occupancy of residential dwelling units by one or
more resident managers or maintenance personnel any of whom may be the Borrower; provided
that the number of such managers or maintenance personnel is not unreasonable given industry
standards in the area for the number of residential dwelling units in the Project.

(h) The Borrower shall not discriminate on the basis of race, religion, color, sex,
source of incomed.g, AFDC, SSI), physical disability (including HIV/AIDS), age, national
origin, ancestry, marital or domestic partner status, sexual preference or gender identity in the
rental, lease, use or occupancy of the Project or in connection with the employment or application
for employment of persons for the rehabilitation, operation and management of the Project.
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0] The units reserved for Very Low Income Tenants shall have substantially the
same equipment and amenities and shall be substantially the same size as the other dwelling units
in the Project and shall not be geographically segregated from such other units.

The Issuer has elected to have the Project meet the requirements of Section 142(d)(1)(A) of the
Code and Section 52080(a)(1)(A) of the Act.

Very Low Income Tenants

Pursuant to the requirements of Section 142(d) of the Code and applicable provisions of the Act, the
Borrower has represented, warranted, covenanted and agreed as follows:

(a) During the Qualified Project Period:

0] Not less than twenty percent (20%) of the completed residential dwelling
units in the Project shall be designated as Very Low Income Units which are occupied,
or, if vacant as of the Closing Date, will be held vacant until occupied by Very Low
Income Tenants. All of the Very Low Income Units shall be generally distributed in
terms of location and number of bedrooms throughout the Project. The Very Low
Income Units shall be of comparable quality and offer a range of sizes and number of
bedrooms comparable to those units which are available to other tenants. Tenants in the
Very Low Income Units shall have equal access and enjoyment to all common facilities
of the Project.

(i) The monthly rent paid by the persons occupying the Very Low Income
Units shall be Affordable Rent.

(i)  Very Low Income Units shall remain available on a priority basis for
occupancy by Very Low Income Tenants. A residential dwelling unit occupied by a
Very Low Income Tenant who at the commencement of the occupancy is a Very Low
Income Tenant shall be treated as occupied by a Very Low Income Tenant until (1) a
recertification of such tenant’'s income as described in (c) below demonstrates that such
tenant no longer qualifies as a Very Low Income Tenant and (2) thereafter any residential
dwelling unit in the Project is occupied by a new resident other than a Very Low Income
Tenant. A residential dwelling unit previously occupied by a Very Low Income Tenant
and then vacated shall be considered occupied by a Very Low Income Tenant until
reoccupied, other than for a temporary period, at which time the character of the unit
shall be redetermined. In no event shall such temporary period exceed 31 days.

(iv) Following the expiration or termination of the Qualified Project Period,
except in the event of foreclosure and redemption of the Bonds, deed in lieu of
foreclosure or comparable conversion of the Mortgage Loan, eminent domain or action of
a federal agency preventing enforcement, Very Low Income Units required to be
reserved for occupancy pursuant to subparagraph (a) shall remain available to the Very
Low Income Tenant occupying a Very Low Income Unit at the date of expiration or
termination of the Qualified Project Period, at a rent not greater than the amount set forth
by subparagraph (a)(ii), until the earliest of any of the following to occur:

(A) The Very Low Income Tenant’s household income exceeds 140 percent

of the maximum eligible income specified in the definition of Very Low Income
Tenant.

C-4



(B) The Very Low Income Tenant voluntarily moves or is evicted for “good
cause.” “Good cause” for the purposes of this section, means the nonpayment of
rent or allegation of facts necessary to prove major, or repeated minor, violations
of material provisions of the occupancy agreement which detrimentally affect the
health and safety of other persons or the structure, the fiscal integrity of the
Project or the purposes or special program of the Project.

© Thirty years after the date of commencement of the Qualified Project
Period.

(D) The Borrower pays the relocation assistance and benefits to tenants as
provided in subdivision (b) of Section 7264 of the Government Code of the State
of California.

(V) During the three years prior to expiration of the Qualified Project Period,
the Borrower shall continue to make available to Very Low Income Tenants, Very Low
Income Units that have been vacated to the same extent other units in the Project are
made available to tenants that are not Very Low Income Tenants.

(vi) Subparagraphs (iv) and (v) above shall not be construed to require the
Issuer or the Program Administrator (if other than the Issuer) to monitor the Borrower’s
compliance with the provisions of subparagraphs (iv) and (v) above.

(b) Immediately prior to a Very Low Income Tenant's occupancy of a Very Low
Income Unit, the Borrower will obtain and maintain on file an Income Computation and
Certification form, substantially in the form attached to the Regulatory Agreement, from each
Very Low Income Tenant occupying a Very Low Income Unit, dated immediately prior to the
initial occupancy of such Very Low Income Tenant in the Project. In addition, the Borrower will
provide such further information as may be required in the future by the State of California and
the Issuer and by the Act, Section 142(d) of the Code and the Regulations, as the same may be
amended from time to time, or in such other form and manner as may be required by applicable
rules, rulings, policies, procedures or other official statements now or hereafter promulgated,
proposed or made by the Department of the Treasury or the Internal Revenue Service with respect
to obligations issued under Section 142(d) of the Code. The Borrower shall verify that the
income provided by an applicant is accurate by taking the following steps as a part of the
verification process: (1) obtain a federal income tax return for the most recent tax year, (2) obtain
a written verification of income and employment from applicant’s current employer, (3) if an
applicant is unemployed or did not file a tax return for the previous calendar year, obtain other
verification of such applicant’s income satisfactory to the Program Administrator or (4) such
other information as may be requested by the Program Administrator.

(© Immediately prior to the first anniversary date of the occupancy of a Very Low
Income Unit by one or more Very Low Income Tenants, and on each anniversary date thereafter,
the Borrower shall recertify the income of the occupants of such Very Low Income Unit by
obtaining a completed Income Computation and Certification based upon the current income of
each occupant of the unit. In the event the recertification demonstrates that such household’'s
income exceeds 140% of the income at which such household would qualify as Very Low
Income Tenants, such household will no longer qualify as a Very Low Income Tenant and the
Borrower will rent the next available unit of comparable or smaller size to one or more Very Low
Income Tenants and will not rent any such comparable or smaller size unit to tenants who are not
Very Low Income Tenants until at least 20% of the units are again occupied by Very Low
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Income Tenants. No tenant in the Project shall be denied continued occupancy in the Project
because, after occupancy, such tenant’'s household income increases such that the income for such
household will no longer qualify such tenants as Very Low Income Tenants. An “available” unit

is one that is unoccupied by a tenant.

(d) The Borrower will maintain complete and accurate records pertaining to the Very
Low Income Units, and will permit any duly authorized representative of the Issuer, the Trustee,
the Department of the Treasury, the Internal Revenue Service, CDLAC or the Servicer to inspect
the books and records of the Borrower pertaining to the Project, including those records
pertaining to the occupancy of the Very Low Income Units, during reasonable business hours.

(e) The Borrower will prepare and submit to the Issuer and the Program
Administrator (if other than the Issuer), on or before July 13 of each year, commencing July 13,
2002, a Certificate of Continuing Program Compliance executed by the Borrower stating (i) the
percentage of the dwelling units of the Project which were occupied or deemed occupied,
pursuant to subsection (a) of the Regulatory Agreement, by Very Low Income Tenants during
such period, and (ii) that either (A) no unremedied default has occurred under the Regulatory
Agreement or (B) a default has occurred, in which event the certificate shall describe the nature
of the default and set forth the measures being taken by the Borrower to remedy such default.
The Borrower shall submit to the Secretary of the Treasury annually on the anniversary date of
the start of the Qualified Project Period, or such other date as is required by the Secretary, a
certification that the Project continues to meet the requirements of Section 142(d) of the Code and
shall provide a copy of such certification to the Issuer and the Program Administrator (if other
than the Issuer), so as to comply with Section 142(d)(7) of the Code.

) The Borrower shall accept as tenants on the same basis as all other prospective
tenants, including persons who are recipients of federal certificates or vouchers for rent subsidies
pursuant to the existing program under Section 8 of the United States Housing Act of 1937, or
any successor program or similar state or local governmental assistance program. The Borrower
shall not apply selection criteria to Section 8 certificate or voucher holders that are more
burdensome than criteria applied to all other prospective tenants and the Borrower shall not refuse
to rent to any Very Low Income Tenant on the basis of household size as long as such household
size does not exceed three persons for a one bedroom unit, five persons for a two bedroom unit
and seven persons for a three bedroom unit. The Borrower shall not collect any additional fees or
payments from a Very Low Income Tenant except security deposits or other deposits required of
all tenants. The Borrower shall not collect security deposits or other deposits from Section 8
certificate or voucher holders in excess of that allowed under the Section 8 Program. The
Borrower shall not discriminate against Very Low Income Tenant applicants on the basis of
source of incomed.g.,AFDC or SSI), and the Borrower shall consider a prospective tenant’'s
previous rent history of at least one year as evidence of the ability to pay the applicable rent
(ability to pay shall be demonstrated if a Very Low Income Tenant can show that the same
percentage or more of the tenant’'s income has been paid for rent in the past as will be required to
be paid for the rent applicable to the Very Low Income Unit to be occupied, provided that such
Very Low Income Tenant’'s expenses have not increased materially).

(9) Each lease pertaining to a Very Low Income Unit shall contain a provision to the
effect that the Borrower has relied on the income certification and supporting information
supplied by the Very Low Income Tenant in determining qualification for occupancy of the Very
Low Income Unit, and that any material misstatement in such certification (whether or not
intentional) will be cause for immediate termination of such lease. Each lease may also contain a
provision that failure to cooperate with the annual recertification process reasonably instituted by
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the Borrower pursuant to (c) above may at the option of the Borrower disqualify the unit as a
Very Low Income Unit or provide grounds for termination of the lease.

(h) The acquisition, rehabilitation and operation of the Project and the financing
thereof have been and shall be in compliance with the conditions set forth in Exhibit A to The
CDLAC Resolution No. 00-61 (the “CDLAC Resolution”) dated April 26, 2000 and attached to
the Regulatory Agreement as an exhibit, which conditions are incorporated in the Regulatory
Agreement by reference and are made a part of the Regulatory Agreement; provided, however,
neither the Issuer nor the Program Administrator shall be required to monitor the Borrower's
compliance with the provisions of this paragraph (i). The Borrower shall annually on June 30 of
each year, and as otherwise requested by CDLAC, prepare and submit to CDLAC a Certificate of
Compliance in substantially the form attached to the Regulatory Agreement, executed by an
authorized representative of the Borrower.

Sale or Transfer of the Project

The Borrower intends to hold the Project for its own account, has no current plans to sell, transfer or
otherwise dispose of the Project, and hereby covenants and agrees not to sell, transfer or otherwise dispose
of the Project, or any portion thereof (other than for individual tenant use as contemplated under the
Regulatory Agreement), or transfer any general partnership interest in the Borrower, without obtaining the
prior written consent of the Issuer, which consent shall not be unreasonably withheld, and receipt by the
Issuer and the Trustee of (i) evidence satisfactory to the Issuer that the Borrower’s purchaser or transferee
has assumed in writing and in full, the Borrower’s duties and obligations under the Regulatory Agreement,
(i) an opinion of counsel of the transferee that the transferee has duly assumed the obligations of the
Borrower under the Regulatory Agreement and that such obligations and the Regulatory Agreement are
binding on the transferee, (iii) evidence acceptable to the Issuer that either (A) the purchaser or assignee has
experience in the ownership, operation and management of rental housing projects such as the Project
without any record of material violations of discrimination restrictions or other state or federal laws or
regulations applicable to such projects, or (B) the purchaser or assignee agrees to retain a property
management firm with the experience and record described in subparagraph (A) above or if the purchaser or
assignee does not have management experience, the Issuer will, or will cause the Program Administrator to,
provide on-site training in program compliance if the Issuer determines such training is necessary, (iv)
evidence that no event of default exists under any of the Regulatory Agreement, the Financing Agreement
or any document related to the Mortgage Loan, and payment of all fees and expenses of the Issuer and the
Trustee due under any of such documents is current, and (v) an opinion of Bond Counsel to the effect that
such transfer will not, in itself, cause interest on any Bond to become includable in the gross income of the
recipients thereof for federal income tax purposes. It has been expressly stipulated and agreed that any sale,
transfer or other disposition of the Project in violation of the provisions of the Regulatory Agreement
described under this heading shall be null, void and without effect, shall cause a reversion of title to the
Borrower, and shall be ineffective to relieve the Borrower of its obligations under the Regulatory
Agreement. Nothing described under this heading shall affect any provision of any other document or
instrument between the Borrower and any other party which requires the Borrower to obtain the prior
written consent of such other party in order to sell, transfer or otherwise dispose of the Project. Not less
than 60 days prior to consummating any sale, transfer or disposition of any interest in the Project, the
Borrower shall deliver to the Issuer and the Trustee a notice in writing explaining the nature of the proposed
transfer.

Any syndication by the Borrower of the Project shall be in compliance with any applicable
requirements of Section 52080(e) of the Act, and (i) the terms and conditions of the syndication shall not
reduce or limit any of the requirements of the Act or regulations adopted or documents executed pursuant to
the Act, (ii) no requirements of the Issuer shall be subordinated to the syndication agreement, and (iii) the
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syndication shall not result in the provision of fewer assisted units, or the reduction of any benefits or
services, than were in existence prior to the syndication agreement.

Notwithstanding the foregoing, any restrictions on sale or transfer of the Project or of any interest in
the Borrower, Issuer and/or Trustee consents, transferee agreements, transferee criteria and requirements,
opinion requirements, assumption fees, transfer fees, penalties and the like shall not apply to any transfer of
title to the Project to Fannie Mae or to a third party by foreclosure, deed in lieu of foreclosure or comparable
conversion of the Mortgage Loan or to any subsequent transfer by Fannie Mae following foreclosure, deed-
in-lieu of foreclosure or comparable conversion of the Mortgage Loan. No transfer of the Project shall
operate to release the Borrower from its obligations under the Regulatory Agreement which arose during its
ownership of the Project. Nothing contained in the Regulatory Agreement shall affect any provision of the
Security Instrument or any of the other Mortgage Loan Documents which requires the Borrower to obtain
the consent of Fannie Mae as a precondition to sale, transfer or other disposition of, or any direct or indirect
interest in, the Project or of any direct or indirect interest in the Borrower. No covenant obligating the
Borrower to obtain an agreement from any transferee to abide by all requirements and restrictions of the
Regulatory Agreement shall have any applicability to a transfer to Fannie Mae upon foreclosure, deed-in-
lieu of foreclosure or comparable conversion of the Mortgage Loan by Fannie Mae, or to any subsequent
transfer by Fannie Mae following foreclosure, deed-in-lieu of foreclosure or comparable conversion of the
Mortgage Loan. Any written consent to a sale or transfer obtained from the Issuer shall be deemed to
constitute conclusive evidence that the sale or transfer is not a violation of this Section 10.

Term

Subiject to the following paragraph, the Regulatory Agreement and all and several of the terms of
the Regulatory Agreement shall become effective upon its execution and delivery and shall remain in full
force and effect during the Qualified Project Period, it being expressly agreed and understood that the
provisions of the Regulatory Agreement are intended to survive any earlier retirement of the Bonds and
expiration, termination or cancellation of the Indenture and the Financing Agreement. Notwithstanding any
other provisions of the Regulatory Agreement to the contrary, the entire Regulatory Agreement, or any of
the provisions or sections of the Regulatory Agreement, may be terminated upon agreement by the Issuer,
the Trustee and the Borrower subject to compliance with any of the provisions contained in the Regulatory
Agreement only if there shall have been received an opinion of Bond Counsel that such termination will not
adversely affect the exclusion from gross income for federal income tax purposes of the interest on the
Bonds or the exemption from State personal income taxation of the interest on the Bonds. The Borrower
shall provide written notice of any termination of the Regulatory Agreement to the Issuer and the Trustee.

The terms of the Regulatory Agreement to the contrary notwithstanding, the Regulatory Agreement,
and all and several of the terms of the Regulatory Agreement, shall terminate and be of no further force and
effect in the event of (i)(a) involuntary honcompliance with the provisions of the Regulatory Agreement
caused by a foreclosure of the lien of a deed of trust on the Project or delivery of a deed in lieu of
foreclosure whereby a third party shall take possession of the Project or (i)(b) involuntary non-compliance
with the provisions of the Regulatory Agreement caused by fire, seizure, requisition, change in a federal law
or an action of a federal agency after the date of the Regulatory Agreement which prevents the Issuer and
the Trustee from enforcing the provisions of the Regulatory Agreement or condemnation or a similar event,
and (ii) in each case, the payment in full and retirement of the Bonds theretofore or within a reasonable
period thereafter; provided, however, that the preceding provisions of this sentence shall cease to apply and
the restrictions contained in the Regulatory Agreement shall be reinstated if, at any time subsequent to the
termination of such provisions as the result of the foreclosure or the delivery of a deed in lieu of foreclosure
or a similar event, the Borrower or any related person to it (within the meaning of Section 1.103-10(e) of the
Regulations) obtains an ownership interest in the Project for federal income tax purposes. Upon the
termination of the terms of the Regulatory Agreement, the parties to the Regulatory Agreement agree to
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execute, deliver and record appropriate instruments of release and discharge of the terms of the Regulatory
Agreement; provided, however, that the execution and delivery of such instruments shall not be necessary or
a prerequisite to the termination of the Regulatory Agreement in accordance with its terms.

Enforcement

If the Borrower defaults in the performance or observance of any covenant, agreement or obligation
of the Borrower set forth in the Regulatory Agreement, and if such default remains uncured for a period of
30 days after written notice thereof shall have been given by the Issuer or the Trustee to the Borrower
(provided, however, that the Issuer may at its sole option extend such period if the Borrower provides the
Issuer with an opinion of Bond Counsel to the effect that such extension will not adversely affect the
exclusion from gross income for federal income tax purposes of interest on the Bonds), then the Trustee, to
the extent directed by and acting on behalf of the Issuer, shall declare an “Event of Default” to have
occurred under the Regulatory Agreement, and, subject to the provisions of the Indenture, may take any one
or more of the following steps:

(@) by mandamus or other suit, action or proceeding at law or in equity, require the
Borrower to perform its obligations and covenants under the Regulatory Agreement or enjoin any
acts or things which may be unlawful or in violation of the rights of the Issuer or the Trustee
under the Regulatory Agreement; or

(b) have access to and inspect, examine and make copies of all of the books and
records of the Borrower pertaining to the Project; or

(© take such other action at law or in equity as may appear necessary or desirable to
enforce the obligations, covenants and agreements of the Borrower under the Regulatory
Agreement; or

(d) with the prior written consent of Fannie Mae, declare an event of default under
the Financing Agreement.

Promptly upon determining that a violation of the Regulatory Agreement has occurred, the Issuer or
the Trustee shall, by notice in writing to the Servicer and Fannie Mae, inform the Servicer and Fannie Mae
that such violation has occurred, the nature of the violation and that the violation has been cured or has not
been cured, but is curable within a reasonable period of time, or is incurable; notwithstanding the occurrence
of such violation, neither the Issuer nor the Trustee shall have, and each of them acknowledge that they shall
not have, any right to cause or direct acceleration of the Mortgage Loan, to enforce the Mortgage Note or to
foreclose on the Security Instrument.

The Trustee shall have the right (but shall not be obligated), in accordance with the Regulatory
Agreement and the provisions of the Indenture, without the consent or approval of the Issuer, to exercise any
or all of the rights or remedies of the Issuer under the Regulatory Agreement; provided that prior to taking
any such act the Trustee shall give the Issuer written notice of its intended action. All reasonable fees, costs
and expenses of the Trustee (including reasonable attorneys’ fees) incurred in taking any action pursuant to
the Regulatory Agreement shall be the sole responsibility of the Borrower.

After the Indenture has been discharged, or if the Trustee fails to act under the Regulatory
Agreement, the Issuer may act on its own behalf to declare an “Event of Default” to have occurred and to
take any one or more of the steps specified hereinabove to the same extent and with the same effect as if
taken by the Trustee.
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Notwithstanding anything contained in the Regulatory Agreement or the Indenture to the contrary:

(@ the occurrence of an Event of Default under the Regulatory Agreement shall not,
under any circumstances whatsoever, be deemed or constitute a default under the Mortgage Loan
Documents, except as may be otherwise specified in the Mortgage Loan Documents;

(i) neither the Issuer nor the Trustee may, upon the occurrence of an Event of
Default under the Regulatory Agreement, seek, in any manner, to (a) cause or direct acceleration
of the Mortgage Loan, (b) enforce the Mortgage Note, (c) foreclose on the Security Instrument,
(d) cause the Trustee to redeem the Bonds or to declare the principal of the Bonds and the interest
accrued on the Bonds to be immediately due and payable or (e) cause the Trustee to take any
other action under any of the Mortgage Loan Documents, any of the Bond Documents (as defined
in the Indenture) or any other documents which action would or could have the effect of
achieving any one or more of the actions, events or results described in the preceding clauses (a)
through (d); and

(i)  the occurrence of an Event of Default under the Regulatory Agreement shall not
impair, defeat or render invalid the lien of the Security Instrument.

No person other than Fannie Mae shall have the right to (a) declare the principal balance of the
Mortgage Note to be immediately due and payable or (b) commence foreclosure or other like action. The
Issuer and the Trustee acknowledge the foregoing limitations.

The foregoing prohibitions and limitations are not intended to limit the rights of the Issuer or the
Trustee to (a) specifically enforce the Regulatory Agreement or (b) seek injunctive relief in order to provide
for the operation of the Project in accordance with the requirements of the Internal Revenue Code and state
law or (c) enforce the Reserved Rights. Accordingly, upon any default by the Borrower, the Issuer or the
Trustee may seek specific performance of the Regulatory Agreement or enjoin acts which may be in
violation of the Regulatory Agreement or unlawful, or enforce the Reserved Rights; but neither the Issuer
nor the Trustee may seek any form of monetary recovery from the Borrower other than to enforce the
Reserved Rights. No obligation of the Borrower under the Regulatory Agreement, including, without
limitation, any indemnification obligation, any other obligation for the payment of money, any claim and
any judgment for monetary damages against the Borrower, occasioned by breach or alleged breach by the
Borrower of its obligations under the Regulatory Agreement or otherwise, shall be secured by or in any
manner constitute a lien on, or security interest in, the Project, whether in favor of the Issuer, the Trustee or
any other person, and all such obligations shall be subordinate in priority, in right to payment and in all
other respects to the obligations, liens, rights (including without limitation the right to payment) and
interests arising or created under the Mortgage Loan Documents. Accordingly, neither the Issuer nor the
Trustee shall have the right to enforce any monetary obligation other than directly against the Borrower,
without recourse to the Project. In addition, any such enforcement must not cause the Borrower to file a
petition seeking reorganization, arrangement, adjustment or composition of or in respect of the Borrower
under any applicable liguidation, insolvency, bankruptcy, rehabilitation, composition, reorganization,
conservation or other similar law in effect now or in the future.

The obligations of any owner under the Regulatory Agreement shall be personal to the person who
was the owner at the time that an event, including, without limitation, any default or breach of the
Regulatory Agreement, occurred or was alleged to have occurred, and such person shall remain liable for
any and all such obligations, including damages occasioned by a default or breach, even after such person
ceases to be the owner of the Project. Accordingly, no subsequent owner of the Project shall be liable or
obligated for the obligation of any prior owner (including the Borrower), including, but not limited to, any
obligation for payment, indemnification or damages, for default or breach of the Regulatory Agreement or
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otherwise. No prior owner of the Project shall be liable or obligated for any payment or indemnification
under the Regulatory Agreement or liable for damages under the Regulatory Agreement which arise or
occur from the acts or omissions of any subsequent owner of the Project approved in accordance with the
terms of the Regulatory Agreement and of the Mortgage Loan Documents. The owner of the Project at the
time the obligation was incurred, including any obligation arising out of a default or breach of the
Regulatory Agreement, shall remain liable for any and all payments and damages occasioned by the owner
even after such person ceases to be the owner of the Project, and no person seeking such payments or
damages shall have recourse against the Project.

The Issuer or the Trustee shall not:

(@ initiate or take any action which may have the effect, directly or indirectly, of
impairing the ability of the Borrower to timely pay the principal of, interest on, or other amounts
due and payable under, the Mortgage Loan;

(i) interfere with or attempt to influence the exercise by Fannie Mae of any of its
rights under the Mortgage Loan, including, without limitation, Fannie Mae’s remedial rights
under the Mortgage Loan Documents upon the occurrence of an event of default by the Borrower
under the Mortgage Loan; or

(i) upon the occurrence of an event of default under the Mortgage Loan, take any
action to accelerate or otherwise enforce payment or seek other remedies with respect to the
Mortgage Loan;

provided, however, that this paragraph shall not be construed to limit the rights of the Issuer and the
Trustee to specifically enforce the Regulatory Agreement, to seek injunctive relief under the
circumstances described above or to enforce the Reserved Rights.

Fannie Mae Requirements

Notwithstanding any other provision of the Regulatory Agreement, Fannie Mae’s requirements set
forth in the Regulatory Agreement, including those set forth in the Rider attached as an exhibit to the
Regulatory Agreement, which Rider is incorporated in the Regulatory Agreement by reference, shall be in
effect so long as Fannie Mae is providing credit enhancement for the Mortgage Loan or the Bonds and
Fannie Mae is not in payment default.

Third-Party Beneficiaries

The parties to the Regulatory Agreement recognize and agree that the terms of the Regulatory
Agreement and the enforcement of those terms are essential to the security of Fannie Mae and are entered
into for the benefit of various parties, including Fannie Mae and CDLAC. Fannie Mae and CDLAC shall
accordingly have contractual rights in the Regulatory Agreement and Fannie Mae shall be entitled (but not
obligated) to enforce, separately or jointly with the Issuer and/or the Trustee, or to cause the Issuer or the
Trustee to enforce the Regulatory Agreement, and CDLAC shall be entitled (but not obligated) to enforce in
accordance with the Regulatory Agreement, the terms of the CDLAC Resolution. In addition, Fannie Mae
and CDLAC are intended to be and shall be a third-party beneficiary of the Regulatory Agreement.
Notwithstanding the above, CDLAC shall be entitled to enforce the terms of the CDLAC Resolution, and
any enforcement of the terms and provisions of the CDLAC Resolution by CDLAC shall not adversely
affect the interests of the owners of the Bonds or Fannie Mae and shall otherwise be subject to the terms,
conditions and limitations otherwise applicable to the enforcement of remedies under the Regulatory
Agreement.
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Fannie Mae Rider

The Rider shall amend and supplement the Regulatory Agreement. In the event any provision of the
Rider conflicts with the Regulatory Agreement, the Rider shall supersede the conflicting provision of the
Regulatory Agreement. The Rider shall apply in spite of the fact that the covenants, reservations and
restrictions of the Regulatory Agreement run with the land and may be deemed applicable to any successor
in interest to the Borrower.

Obligations not Secured by the ProjectThe obligations of the Borrower and any subsequent
owner of the Project under the Regulatory Agreement shall not be secured by or constitute a lien on, or
security interest in, the Project. The occurrence of an event of default under the Regulatory Agreement shall
not impair, defeat or render invalid the lien of the Security Instrument.

Subordination. The terms, covenants and restrictions of the Regulatory Agreement, other than
those described herein under the headings “Residential Rental Property” and “Very Low Income Tenants”
and certain other sections of the Regulatory Agreement not described herein (collectively, the “Excluded
Provisions”), to the extent compliance therewith is necessary to preserve the exclusion from gross income of
interest on the Bonds for federal income tax purposes, are and shall at all times remain subject and
subordinate, in all respects, to the liens, rights and interests created under the Mortgage Loan Documents.
Upon a conveyance or other transfer of title to the Project by foreclosure, deed in lieu of foreclosure or
comparable conversion of the Mortgage Loan, the Person who acquires title to the Project pursuant to such
foreclosure, deed in lieu of foreclosure or comparable conversion of the Loan (unless such Person is the
Borrower or a Person related to the Borrower within the meaning of Section 1.103-10(e) of the Regulations,
in which event the Regulatory Agreement shall remain in full force and effect in its entirety) shall acquire
such title free and clear of the terms, covenants and restrictions of the Regulatory Agreement, other than
those set forth in the Excluded Provisions, to the extent compliance therewith is necessary to preserve the
exclusion from gross income of interest on the Bonds for federal income tax purposes and, from and after
the date on which such Person acquires title to the Project, the terms, covenants and restrictions of the
Regulatory Agreement, other than those set forth in the Excluded Provisions, to the extent compliance
therewith is necessary to preserve the exclusion from gross income of interest on the Bonds for federal
income tax purposes, shall automatically terminate and be of no force and effect; provided that the Excluded
Provisions shall also terminate and be of no force or effect under the circumstances described under the
heading “Term” above.

Obligations Personal. The Issuer agrees that no owner of the Project (including Fannie Mae)
subsequent to the Borrower will be liable for, assume or take title to the Project subject to:

@) any failure of any prior owner of the Project to perform or observe any
representation or warranty, affirmative or negative covenant or other agreement or undertaking
under the Regulatory Agreement; and

(b) the payment of any compensation or any accrued unpaid fees, costs, expenses or
penalties otherwise owed by any prior owner of the Project under the Regulatory Agreement.

The Borrower and each subsequent owner of the Project shall be responsible under the Regulatory
Agreement for its own acts and omissions occurring during the period of its ownership of the Project. All
such liability and obligations shall be and remain personal to such person even after such person ceases to be
the owner of the Project.

Sale or Transfer All restrictions on sale or transfer of the Project or of any interest in the
Borrower, consents of the Issuer or the Trustee, transfer agreements, transferee criteria and requirements,
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opinion requirements, assumption fees, transfer fees, penalties and the like shall not apply to any transfer of
title to the Project to Fannie Mae or to a third party by foreclosure, deed in lieu of foreclosure or comparable
conversion of the Mortgage Loan or to any subsequent transfer by Fannie Mae following foreclosure, deed-
in-lieu of foreclosure or comparable conversion of the Mortgage Loan. Nothing contained in the Regulatory
Agreement shall affect any provision of the Security Instrument or any of the other Mortgage Loan
Documents which requires the Borrower to obtain the consent of Fannie Mae as a precondition to sale,
transfer or other disposition of, or any direct or indirect interest in, the Project or of any direct or indirect
interest in the Borrower, excluding transfers permitted by the Security Instrument. No covenant obligating
the Borrower to obtain an agreement from any transferee to abide by all requirements and restrictions of the
Regulatory Agreement shall apply to a transfer to Fannie Mae upon foreclosure, deed-in-lieu of foreclosure
or comparable conversion of the Mortgage Loan by Fannie Mae, or to any subsequent transfer by Fannie
Mae following foreclosure, deed-in-lieu of foreclosure or comparable conversion of the Mortgage Loan.
Any written consent to a sale or transfer obtained from the Issuer shall constitute conclusive evidence that
the sale or transfer is not a violation of the transfer provisions of the Regulatory Agreement.

Damage, Destruction or Condemnation of the Propertin the event that the Project is damaged
or destroyed or title to the property, or any part thereof, is taken through the exercise or the threat of the
exercise of the power of eminent domain, the Borrower shall comply with all applicable requirements of the
Security Instrument and the other Mortgage Loan Documents.

Regulatory Agreement DefaultNotwithstanding anything contained in the Regulatory Agreement
to the contrary:

(@) The occurrence of an event of default under the Regulatory Agreement shall not
impair, defeat or render invalid the lien of the Security Instrument.

(b) The occurrence of an event of default under the Regulatory Agreement shall not
be or be deemed to be a default under the Mortgage Loan Documents, except as may be otherwise
specified in the Mortgage Loan Documents.

(©) Upon any default by the Borrower under the Regulatory Agreement, the
Assignment shall govern the remedies and other actions which the Issuer may take on account of
such default.

Amendments. Unless the Assigned Rights (as that term is defined in the Assignment) are
transferred to the Trustee pursuant to the Assignment, the Issuer shall not consent to any amendment,
supplement to, or restatement of the Regulatory Agreement without the prior written consent of Fannie Mae.

Termination. The Regulatory Agreement may be terminated upon agreement by the Issuer, the
Trustee, Fannie Mae and the Borrower upon receipt of an opinion of a nationally recognized bond counsel
acceptable to the Trustee that such termination will not adversely affect the exclusion of the interest on the
Bonds from gross income for federal income purposes.

Third-Party Beneficiary The parties to the Regulatory Agreement recognize and agree that the
terms of the Regulatory Agreement and the enforcement of those terms are essential to the security of
Fannie Mae and are entered into for the benefit of various parties, including Fannie Mae. Fannie Mae shall
accordingly have contractual rights in the Regulatory Agreement and shall be entitled (but not obligated) to
enforce, separately or jointly with the Issuer and/or the Trustee, or to cause the Issuer or the Trustee to
enforce, the terms of the Regulatory Agreement. In addition, the Borrower and the Issuer intend that Fannie
Mae be a third-party beneficiary of the Regulatory Agreement.
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APPENDIX D

SUMMARY OF CERTAIN PROVISIONS OF
THE FINANCING AGREEMENT

The following is a brief summary of the Financing Agreement. The summary does not purport to be
a complete or definitive and is qualified in its entirety by reference to the Financing Agreement, a copy of
which is on file with the Trustee.

Amount and Source of Mortgage Loan

Upon the issuance and delivery of the Bonds, the Issuer shall apply the Net Bond Proceeds to fund
the Mortgage Loan. The Borrower accepts the Mortgage Loan from the Issuer on the terms and conditions
set forth in the Financing Agreement and in the Mortgage Loan Documents and subject to the terms and
conditions of the Indenture and the Regulatory Agreement. The Borrower agrees to apply the proceeds of
the Mortgage Loan to prepay the Prior Loan and redeem the Prior Bonds which were issued to provide
funds for acquiring, rehabilitating, developing and equipping the Mortgaged Property.

Obligation to Repay the Mortgage Loan and to Pay the Debt Service on the Bonds

In repayment of the Mortgage Loan, the Borrower shall make payments on the Mortgage Note,
which shall, at all times and in all events, be sufficient to repay the Mortgage Loan (including all payments
of principal and interest when due) and to timely pay, when due, the principal of, premium, if any, and
interest on, the Bonds, plus all (a) Third Party Fees and (b) Set Rate Interest. The Borrower's obligations
described in the preceding sentence are without exception, and are not diminished by any provision of any
Bond Document or any Mortgage Loan Document which may state or imply to the contrary, or by the
amount of Investment Income available to be applied to the payment of the foregoing obligations.

Terms

The Mortgage Loan shall (a) be evidenced by the Mortgage Note, (b) be in a principal amount
approved by the Credit Provider, not to exceed the principal amount of the Bonds, (c) bear interest at the
Mortgage Note Rate, (d) be payable on the terms provided in the Mortgage Note, (€) be secured by, among
other instruments, the Security Instrument and as otherwise provided in the other Mortgage Loan
Documents and/or the Financing Agreement and (f) be subject to optional and mandatory prepayment at the
times, in the manner and on the terms, and have such other terms and provisions as are set forth in the
Mortgage Loan Documents.

Funding

Upon issuance and delivery of the Bonds the Borrower shall deliver to the Trustee the Initial Debt
Service Deposit, which sum shall be deposited by the Trustee into the General Account, as provided in
the Indenture, and (b) the Costs of Issuance Deposit, which sum shall be deposited by the Trustee into the
Costs of Issuance Deposit Account of the Costs of Issuance Fund as provided in the Indenture.

It shall be a condition precedent to the obligation of the Issuer to issue the Bonds and to fund the
Mortgage Loan that, on or before the scheduled Closing Date, the Borrower shall deliver the deposits
described above to the Trustee.



Borrower’s Obligations With Respect to the Bonds

General Obligation. The Borrower is unconditionally obligated, anything else to the contrary
notwithstanding, to timely pay amounts sufficient to pay, when due, the principal of, premium, if any, and
interest on the Bonds.

Optional Prepayment and Redemptionn the event of an optional redemption of Bonds pursuant
to the Indenture, the Borrower shall timely pay, or cause to be paid, (2) an amount equal to the unpaid
principal balance of the Mortgage Loan, (b) interest on the Mortgage Loan to the date of prepayment, (c)
interest payable on the Bonds to the Redemption Date, (d) the premium, if any, payable with respect to the
Bonds (the premium to be paid with Available Moneys), (e) any other amount (to be paid with Available
Moneys) that is part of the End Period Payment, (f) an amount sufficient to pay any fees, costs and expenses
in connection with such redemption and (g) all other amounts payable under the Bond Documents and the
Mortgage Loan Documents in connection with the prepayment of the Mortgage Loan and the corresponding
redemption of the Bonds on the applicable Redemption Date.

Mandatory Prepayment and Special Mandatory Redemptionn the event of a mandatory
prepayment of the Mortgage Loan in connection with a special mandatory redemption of Bonds:

() in whole or in part, pursuant to the provisions of the Indenture described herein under the
heading “THE BONDS—Redemption—Special Mandatory Redemption—Casualty or Condemnation,” the
Borrower shall timely pay or cause to be paid (a) in the event of the involuntary destruction or loss of the
Mortgaged Property in its entirety or nearly in its entirety as a result of casualty or condemnation, the unpaid
principal balance of the Mortgage Loan and an amount sufficient to effect the corresponding redemption of
the Bonds on the applicable Redemption Date or (b) in the event of an involuntary destruction or loss of the
Mortgaged Property in part as a result of a casualty or condemnation, a principal amount equal to the
insurance or condemnation proceeds received by the Borrower and applied, in accordance with the
Mortgage Loan Documents, to the prepayment, in part, of the Mortgage Loan and the corresponding
redemption of Bonds on the applicable Redemption Date and, in the case of (a) or (b), (1) interest on the
Mortgage Loan to the date of prepayment, (2) interest payable on the Bonds to be redeemed to the
Redemption Date, (3) an amount sufficient to pay any fees, costs and expenses in connection with such
redemption and (4) all other amounts payable under the Bond Documents and the Mortgage Loan
Documents in connection with the prepayment of the Mortgage Loan and the corresponding redemption of
the Bonds to be redeemed on the applicable Redemption Date; and

2 in whole or in pursuant to the provisions of the Indenture described herein under the
heading “THE BONDS—Redemption—Special Mandatory Redemption—Certain Defaults,” the Borrower
shall timely pay, or cause to be paid (a) the principal amount of the Mortgage Loan if the redemption is in
whole, or a principal amount of the Mortgage Loan, as specified by the Credit Provider, corresponding to
the principal amount of Bonds, as specified by the Credit Provider, to be redeemed at the written direction or
with the prior written consent of the Credit Provider, if the redemption is in part, (b) interest on the
Mortgage Loan to the date of prepayment, (c) interest payable on the Bonds to be redeemed to the
Redemption Date, (d) an amount sufficient to pay any fees, costs and expenses in connection with such
redemption and (e) all other amounts payable under the Bond Documents and the Mortgage Loan
Documents in connection with the prepayment of the Mortgage Loan and the corresponding redemption of
the Bonds to be redeemed on the applicable Redemption Date.
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Payment of Third Party Fees and Expenses

In addition to all fees, costs, expenses and other amounts required to be paid by the Borrower under
the Mortgage Note and the Reimbursement Agreement, the Borrower shall pay, without duplication, the
following fees and expenses:

D fees included in the Mortgage Note Rate:

1) the Third Party Fees, provided that such fees may be included in the
Mortgage Note Rate only to the extent that they are expressed as a percentage of the
outstanding unpaid principal balance of the Mortgage Loan;

(2) fees that comprise Set Rate Interest; Set Rate Interest shall be received
by the Loan Servicer as part of the payments of interest on the Mortgage Note received
by the Loan Servicer, deducted by the Loan Servicer from such payments of interest and
retained by the Loan Servicer (as to that portion of Set Rate Interest allocable to the
Servicing Fee) and remitted by the Loan Servicer to the Credit Provider as to that portion
of Set Rate Interest allocable to the Facility Fee;

2) fees not included in the Mortgage Note Rate and expenses:

(A) the fees (other than the Servicing Fee included in Set Rate Interest) and
expenses due to the Loan Servicer in connection with the Mortgage Loan;

(B) to the extent not previously paid by the Borrower, the fees and expenses
required to be paid by the Loan Servicer to the Credit Provider, such fees and expenses to
be paid at the times and in the manner required by the Credit Provider, provided that the
imposition of such obligation on the Borrower shall not diminish the Loan Servicer's
obligation to pay such fees to the Credit Provider;

(©) all amounts required to pay to the Issuer (a) any fees of the Issuer, other
than the Bond Administration Fee, and (b) all expenses of the Issuer incurred at any time
in connection with the financing of the Mortgaged Property or the Bonds, including,
without limitation, counsel fees and expenses incurred in connection with the
interpretation, performance, enforcement or amendment of the Bond Documents, the
Mortgage Loan Documents or any other documents relating to the Mortgaged Property or
the Bonds or in connection with questions or other matters arising under such documents
or in connection with any federal or state tax audit; all payments for fees and expenses
shall be made by the Borrower to the Issuer or to any payee designated by the Issuer not
later than 30 days after receipt of invoices rendered to the Borrower by the Issuer;

(D) the Trustee's acceptance fee, if any, which shall be paid to the Trustee on
the Closing Date, and all amounts required from time to time to (a) pay the fees of the
Trustee for its duties and services as Trustee in connection with the Bonds (exclusive of
that portion of the Trustee's Annual Fee included in the Mortgage Note Rate), and (b)
reimburse the Trustee for all advances, out-of-pocket expenses, fees, costs and other
charges, including counsel fees and expenses, and taxes (excluding income, value added
and single business taxes), reasonably and necessarily incurred by the Trustee in
performing its duties as Trustee under the Indenture, the Financing Agreement, the
Disclosure Agreement, the Credit Facility and the Regulatory Agreement and (c) pay and
reimburse the Trustee for any fees and expenses incurred in connection with any default
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under the Indenture, the Financing Agreement or under the Regulatory Agreement; all
payments for fees and expenses other than the portion of the Trustee's Annual Fee
included in the Mortgage Note Rate shall be made by the Borrower to the Trustee not
later than 30 days after receipt of invoices rendered to the Borrower by the Trustee;

(E) all amounts required to pay the fees and expenses of the Rebate Analyst
as required by the Financing Agreement, (exclusive of that portion of the Rebate
Analyst's Annual Fee included in the Mortgage Note Rate); all payments for fees and
expenses other than the portion of the Rebate Analyst's Annual Fee included in the
Mortgage Note Rate shall be made by the Borrower not later than 30 days after receipt of
invoices rendered to the Borrower by the Rebate Analyst;

(P all Costs of Issuance;

(G) all costs of registering, printing, reprinting, preparing and delivering any
replacement bonds required under the Indenture and in connection with the registration,
printing, reprinting or transfer of Bonds;

(H) all fees and expenses of the Credit Provider, the Loan Servicer, their
respective counsel, title insurance, survey, recording and other costs related to
underwriting, closing and disbursing the Mortgage Loan and of assigning the Mortgage
Loan to the Trustee and the Credit Provider, as their interests may appear; and

() all fees of the Rating Agency.

The Borrower further agrees to timely honor any demand by the Trustee pursuant to the Indenture
for payment on account of any insufficiency in the Fees Account. The Borrower acknowledges that all fees,
costs, expenses and other amounts described under this heading, are obligations solely of the Borrower and
(a) as to fees described in paragraphs (i) and (ii) above, must be paid by the Borrower in all events,
including the insufficiency of the amounts included in the Mortgage Note Rate to pay such fees, and (b) as
to fees described in paragraph (ii) above, must be paid by the Borrower separate and apart from payments
due under the Mortgage Loan and will not be included in the Mortgage Note Rate. None of the Issuer, the
Trustee, the Credit Provider or the Loan Servicer shall have (a) any liability, responsibility or accountability
for the payment, remittance or handling of any such fees, costs or expenses or (b) any obligation to pay any
such fees, costs or expenses. The payment of all fees and expenses specified in the Financing Agreement
that are not included in the Mortgage Note Rate or provided for in the Reimbursement Agreement shall not
be secured by the Security Instrument or constitute a lien on the Mortgaged Property in any manner (unless
the Loan Servicer or the Credit Provider shall, in its sole discretion, advance such fees and expenses), shall
be unsecured obligations of the Borrower and shall be subordinate to the Borrower's obligations under the
Mortgage Loan Documents.

Modification of Mortgage Loan Documents;
Consent at Direction of the Credit Provider

Neither the Issuer, the Trustee nor the Borrower shall:
0] consent or enter into, without the prior written consent of the Credit Provider, or
fail to consent or enter into, at the written direction of the Credit Provider, any amendments or

modifications to, or adjustments or revisions of, the terms and conditions of any Mortgage Loan
Document;
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(i) take, without the prior written consent of the Credit Provider, or fail to take at the
written direction of the Credit Provider, any action in the event of a default or otherwise under
any Mortgage Loan Document, including, without limitation, any action which would cause there
to be insufficient money available for the scheduled payment of principal and interest on the
Mortgage Loan; or

(i)  enter into any contracts or agreements or perform any acts which amend or affect
any Mortgage Loan Document.

Obligations of the Borrower Unconditional

The obligation of the Borrower to repay the Mortgage Loan, to pay in all events amounts sufficient
to timely pay, when due, the principal of, premium, if any, and interest on, the Bonds, to make all payments
required by the Financing Agreement, including the payment of rebate amounts pursuant to the Financing
Agreement, to provide indemnification pursuant to the Financing Agreement, to pay and perform all of its
obligations under the Mortgage Loan Documents and to make any and all other payments required by the
Bond Documents and the Mortgage Loan Documents, shall be absolute and unconditional and shall not be
subject to diminution by set-off, recoupment, counterclaim, abatement or otherwise. Until the Mortgage
Loan has been fully paid and the Bonds have been fully paid or provision has been made for payment of the
Bonds in accordance with the Indenture or until such later time as is required by the terms of the Financing
Agreement or any Mortgage Loan Document, the Borrower (a) shall continue to repay the Mortgage Loan,
(b) shall perform and observe all of its other obligations contained in the Borrower Documents and (c) shall
not terminate the Financing Agreement for any cause, including, without limiting the generality of the
foregoing, any defect in title to the Mortgaged Property, any acts or circumstances that may constitute
failure of consideration, destruction of, damage to or condemnation of the Mortgaged Property, commercial
frustration of purpose, any change in the tax or other laws of the United States of America or of the State or
any political subdivision of either, or any failure of the Issuer to perform or observe any of its obligations
arising out of or connected with the Financing Agreement. It is the intent and expectation of the Borrower
that the Borrower's payments under the Financing Agreement and the Mortgage Note will be sufficient for
the payment in full of the Bonds, including (a) the principal and interest, including principal due upon any
redemption of Bonds, when due, (b) any premium required to be paid in connection with any redemption of
Bonds and (c) the Third Party Fees. In the event of a deficiency in the funds available under the terms of the
Indenture for payment of the principal of, premium, if any, or interest on the Bonds or Third Party Fees
when due, regardless of the reason for the deficiency, including any deficiency resulting from any shortfall
in payments made or to be made by the Borrower under the Mortgage Loan Documents or any shortfall in
Investment Income from that included in any Cash Flow Projection, whether occasioned by a default under
any Permitted Investment or a change in Investment Agreements or otherwise, the Borrower will, upon
notice of the deficiency from the Trustee and demand for payment, including any demand by the Trustee
pursuant to the Indenture for payment of an insufficiency in the Fees Account, immediately pay the amount
of the deficiency to the Loan Servicer for remittance to the Trustee, provided that if the Credit Provider shall
have advanced funds under the Credit Facility for any of such purposes, the Borrower agrees to immediately
pay the amounts owed the Credit Provider in reimbursement of the funds provided by the Credit Provider as
provided in the Reimbursement Agreement. No advance made by the Credit Provider under the Credit
Facility with respect to the payment of the principal and interest on the Mortgage Loan shall relieve the
Borrower of any of its obligations under the Bond Documents or the Mortgage Loan Documents or any
other document contemplated by the Financing Agreement or by such other documents.

Nature of Borrower's Financial Obligations

The Issuer and the Trustee acknowledge that (a) the Mortgaged Property will be encumbered by the
Mortgage Loan Documents and (b) all obligations of the Borrower under the Financing Agreement (in
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contrast to the Borrower's obligations under the Mortgage Loan Documents) or under the Regulatory
Agreement (if any) for the payment of money, including, without limitation, fees, costs and expenses,
obligations with respect to Reserved Rights, claims for damages occasioned by the breach or alleged breach
by the Borrower of its obligations under the Financing Agreement or the Regulatory Agreement and claims
for indemnification, are not secured by, and do not in any manner constitute a lien on, the Mortgaged
Property.

Nonrecourse Liability

Except as otherwise provided in the Mortgage Loan Documents, in any action or proceeding
brought with respect to the Mortgage Loan or the Bonds, no deficiency or other money judgment shall be
enforced against the Borrower or any partner of the Borrower or any successor or assign of the Borrower,
and any judgment obtained shall be enforced only against the Mortgaged Property and other property of the
Borrower encumbered by the Mortgage Loan Documents and not against the Borrower or any partner of the
Borrower or any successor or assign of the Borrower. Notwithstanding the foregoing, anything to the
contrary contained in the Financing Agreement, the obligations of the Borrower to the Issuer, the Trustee or
any other party (a) under the provisions of the Financing Agreement described under the heading “—
Payment of Third Party Fees and Expenses” and the provisions of the Financing Agreement relating to
indemnification and (b) to pay any and all rebate amounts that may be or become owing with respect to the
Bonds, shall be recourse to the Borrower, but except with respect to obligations owing to the Credit
Provider, not to the Mortgaged Property or any other property encumbered by the Mortgage Loan
Documents.

Subordination

The Financing Agreement is subordinate in all respects to the Mortgage Loan Documents.
Accordingly, notwithstanding anything to the contrary contained in the Financing Agreement or in the
Regulatory Agreement, all obligations under the Financing Agreement or the Regulatory Agreement for the
payment of money, if any, and all claims for damages or reimbursement or indemnification against the
Borrower occasioned by breach or alleged breach by the Borrower of its obligations under the Financing
Agreement or the Regulatory Agreement shall be subordinate and junior in priority, in right of payment and
in all other respects to the obligations of the Borrower under or in respect of the Bond Documents and the
Mortgage Loan Documents.

Covenants of the Borrower

The Borrower has covenanted in the Financing Agreement to, among other things, (a) own and
operate the Mortgaged Property in accordance with the requirements of the Financing Agreement, the
Regulatory Agreement, the Mortgage Loan Documents, the Act and all other applicable federal, state and
local laws, ordinances, orders, rules and regulations, (b) keep and maintain the Mortgaged Property,
including all appurtenances to it and any personal property in or on the Mortgaged Property (other than
property of tenants), in good repair and good operating condition, (c) insure the Mortgaged Property as
required by the Mortgage Loan Documents, (d) pay, or cause to be paid, promptly as the same become due
and payable, all taxes, assessments, whether general or special, and governmental charges of any kind that
may at any time be lawfully assessed or levied against or with respect to the Mortgaged Property or any
machinery, equipment or other property installed or brought by the Borrower in or on the Mortgaged
Property, (e) promptly comply or cause compliance with all laws, ordinances, rules, regulations and
requirements of duly constituted public authorities which may be applicable to the Mortgaged Property or to
the rehabilitation, repair and alteration of the Mortgaged Property, or to the use or manner of use of the
Mortgaged Property, (f) maintain its existence and good standing and (f) not sell, transfer or otherwise
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dispose of the Mortgaged Property except as permitted by the Regulatory Agreement and the Security
Instrument.

Events of Default
Each of the following shall constitute an Event of Default under the Financing Agreement :

0] the failure by the Borrower to pay any amounts due under the Financing
Agreement at the times and in the amounts required by the Financing Agreement; or

(i) the failure by the Borrower to observe or perform any covenants, agreements or
obligations in the Financing Agreement on its part to be observed or performed (other than as
provided in paragraph (i) above) for a period of 30 days after receipt of written notice from the
Trustee specifying such failure and requesting that it be remedied, provided, however, that if the
failure is such that it cannot be corrected within such period, it shall not constitute an Event of
Default if the failure is correctable without material adverse effect on the validity or
enforceability of the Bonds or on the exclusion from gross income, for federal income tax
purposes, of the interest payable on the Bonds, and if corrective action is instituted by the
Borrower within such period and diligently pursued until the failure is corrected, and provided
further that any such failure shall have been cured within 90 days of receipt of notice of such
failure; or

(i)  any breach of any of the covenants, agreements or obligations of the Borrower
under, or the occurrence of a default under, the Regulatory Agreement, including any exhibits to
the Regulatory Agreement; or

(iv)  the determination by the Issuer, the Trustee, the Loan Servicer or the Credit
Provider that any representation or warranty made by the Borrower in the Financing Agreement
or in any document delivered by or on behalf of the Borrower to the Issuer, the Trustee, the Loan
Servicer or the Credit Provider in connection with the Mortgaged Property, the Mortgage Loan or
the Bonds was untrue or misleading in any material respect as of the date made or deemed made;
or

(v) the occurrence of an Event of Default under and as defined in the Indenture or
under and as defined in any other Bond Document caused by the Borrower's failure to comply
with the terms or conditions of any such Bond Document; or

(vi) the occurrence of any of the following: the Borrower shall generally not pay its
debts as they become due, or shall admit in writing its inability to pay its debts generally, or shall
make a general assignment for the benefit of creditors or shall institute any proceeding or
voluntary case seeking to adjudicate it a bankrupt or insolvent or seeking liquidation, winding up,
reorganization, arrangement, adjustment, protection, relief or composition of it or its debts under
any law relating to bankruptcy, insolvency or reorganization or relief or protection of debtors, or
seeking the entry of an order for relief or the appointment of a receiver, trustee, custodian or other
similar official for it or for any substantial part of its property; or the Borrower shall take any
action to authorize any of the actions described above in this paragraph (vi), or any proceeding
shall be instituted against the Borrower seeking to adjudicate it a bankrupt or insolvent or seeking
liquidation, winding up, reorganization, arrangement, adjustment, protection, relief or
composition of it or its debts under any law relating to bankruptcy, insolvency or reorganization
or relief or protection of debtors, or seeking the entry of an order for relief or the appointment of a
receiver, trustee, custodian or other similar official for it or for any substantial part of its property,
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and, if such proceeding is being contested by the Borrower in good faith, such proceeding shall
remain undismissed or unstayed for a period of 60 days;

(vii)  the filing or making of any claim against the Trust Estate as a result of any action
or proceeding described in paragraph (vi) above by, or with respect to, the Issuer; or

(vii) an Event of Default as a result of a determination by the Credit Provider
described under the succeeding paragraph.

Cross Default

The occurrence of a default under the Mortgage Loan Documents shall not constitute an Event of

Default under the Financing Agreement unless the default is declared by the Credit Provider, in its sole and
absolute discretion, to be an Event of Default under the Financing Agreement, such declaration to be made
by written notice to the Trustee. The occurrence of an Event of Default under the Financing Agreement
shall not constitute a default under any Mortgage Loan Document unless the Event of Default is declared by
the Credit Provider, in its sole and absolute discretion, to be a default under the Mortgage Loan, such
declaration to be made by written notice to the Trustee.

Remedies Upon an Event of Default

General. Subject to the Financing Agreement, whenever any Event of Default shall have occurred

and be continuing under the Financing Agreement, the Trustee may take any one or more of the following
remedial steps:

® give immediate notice to the Issuer, the Loan Servicer and the Credit Provider,
and if the Event of Default is the failure to receive a Required Mortgage Payment (as defined in
the Credit Facility), the Trustee shall present to the Credit Provider an appropriate certificate for
an Advance under the Credit Facility; or

(i) if the principal and interest accrued on the Bonds shall have been declared
immediately due and payable pursuant to the Indenture, the Trustee shall give notice to the Issuer,
the Loan Servicer and the Credit Provider and present an appropriate certificate for an Advance
under the Credit Facility, provided, however, that if the Trustee shall rescind or annul a
declaration of acceleration of Bonds pursuant to the Indenture, the Issuer, the Trustee, the Loan
Servicer and the Credit Provider shall be restored to their former rights and positions, and all
rights, duties and obligations of the parties shall continue as if no adverse proceeding had been
taken, subject to the limits of any adverse determination; or

(i)  take such action as is permitted by the Mortgage Loan Documents but only with
the prior written consent of the Credit Provider;

(iv) to the extent of any insufficiency in the payment of the Bonds after the Trustee
shall have received an Advance under the Credit Facility, the Trustee may, by any suit, action or
proceeding, pursue all remedies now or hereafter existing at law or in equity to collect all
amounts then due and thereafter to become due under the Financing Agreement, to enforce the
performance of any covenant, obligation or agreement of the Borrower under the Financing
Agreement (subject to the nonrecourse provisions of the Financing Agreement and the Regulatory
Agreement) or to enjoin acts or things which may be unlawful or in violation of the rights of the
Issuer or the Trustee;
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()] at the written direction or with the prior written consent of the Credit Provider,
apply in any court of competent jurisdiction for specific performance by the Borrower of its
covenants, obligations and agreement under the Financing Agreement or for injunctive relief to
prevent any violation of the covenants, obligations or agreements on the part of the Borrower to
be observed or performed under the Financing Agreement (the Borrower acknowledges and
agrees that money damages alone would not be an adequate remedy at law for a default by the
Borrower arising from a failure to comply with the Financing Agreement, and therefore the
Borrower agrees that the remedy of specific performance or injunctive relief shall be available to
the Trustee in any such case); or

(vi) at the written direction or with the prior written consent of the Credit Provider,
take whatever other action at law or in equity may appear necessary or desirable to enforce any
obligation of the Borrower under the Financing Agreement.

In addition, upon the occurrence of an Event of Default, the Issuer, the Trustee, the Loan Servicer
and the Credit Provider shall have access to and may inspect, examine, audit and make copies of the books
and records and any and all accounts, data and income tax and other tax returns of the Borrower.

Enforcement of Reserved RightsSubject to the terms of the Regulatory Agreement and the
Financing Agreement, the Issuer, without the consent of the Trustee, but only after written notice to the
Trustee, the Loan Servicer and the Credit Provider, and the Credit Provider and the Borrower, may take
whatever action may appear necessary or desirable to specifically enforce the performance and observance
of any Reserved Right of the Issuer, provided that the Issuer may not, without the prior written consent of
the Trustee and the Credit Provider (a) terminate the Financing Agreement or cause the Mortgage Loan to
become due and payable or (b) cause the Trustee to declare the principal of all Bonds then Outstanding and
the interest accrued on the Bonds to be immediately due and payable, or cause the Trustee to accelerate,
foreclose or take any other action or seek other remedies under the Bond Documents, the Mortgage Loan
Documents or any other documents contemplated by the Financing Agreement or by such other documents
to obtain such performance or observance.

Permitted Cures of an Event of Default.The Trustee may, with the prior written consent of the
Credit Provider, or at the written direction of the Credit Provider, permit the Borrower, for a period specified
by the Credit Provider, to cure any default under the Mortgage Note and the Security Instrument, but only if
(a) the Borrower pays to the Trustee or the Loan Servicer, as the case may be, for proper remittance, all
overdue payments of principal and interest on the Mortgage Note, (b) the Borrower cures any nhonmonetary
defaults under the Mortgage Note, the Security Instrument and the other Mortgage Loan Documents to the
satisfaction of the Credit Provider, and (c) the Borrower pays all fees, costs and expenses of the Trustee, the
Issuer, the Loan Servicer and the Credit Provider, including, without limitation, Extraordinary Items due to
the Trustee and all legal fees and expenses, incurred in connection with the default. The Borrower
acknowledges that any cure of any default will not affect any subsequent default under the Mortgage Loan
Documents.

Waiver and Annulment. If, after any Event of Default (a) all amounts which would then be
payable under the Financing Agreement by the Borrower if such Event of Default had not occurred and was
not continuing shall have been paid by or on behalf of the Borrower, and (b) the Borrower shall have also
performed all other obligations in respect of which it is then in default under the Financing Agreement and
shall have paid the reasonable fees and expenses of the Issuer, the Trustee, the Credit Provider and the Loan
Servicer, including reasonable attorney fees and expenses paid or incurred in connection with such default,
then and in every such case, such Event of Default shall be waived and annulled by the Trustee, but only if
so directed by the Credit Provider, in its sole and absolute discretion; no such waiver or annulment shall
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extend to or affect any subsequent Event of Default or impair any right or remedy consequent on such Event
of Default

Application of Proceeds.Except as required to be deposited in the Rebate Fund pursuant to the
Indenture and the Tax Certificate, any amounts collected pursuant to action taken as described under the
heading “Remedies Upon an Event of Default” shall, after the payment of the fees and expenses of the
proceedings resulting in the collection of such moneys and of the expenses, liabilities and advances incurred
or made by the Issuer, the Trustee or the Credit Provider and their respective counsel, be paid into the
General Account, and applied in accordance with the provisions of the Indenture, provided, however, there
shall be no deduction for fees and expenses associated with the Trustee's collection of funds payable under
the Credit Facility.

Limitations on Actions. Notwithstanding any other provision of the Financing Agreement or the
Regulatory Agreement to the contrary:

)] neither the Issuer, the Trustee nor any Person under the control of either shall,
without the prior written consent of the Credit Provider, exercise any remedies or direct any
proceedings under the Bond Documents or the Mortgage Loan Documents other than to (a)
enforce rights under the Credit Facility, (b) enforce the tax covenants in the Indenture, the
Regulatory Agreement and the Financing Agreement, (c) enforce rights of specific performance
under the Regulatory Agreement or (d) enforce the Issuer's Reserved Rights, provided, however,
that any enforcement under (b), (c) or (d) above shall not include seeking any monetary recovery
against the Borrower apart from a monetary recovery associated with Reserved Rights and
provided further that (1) any claim of the Issuer for a monetary recovery shall be subordinate to
the payment obligations of the Mortgage Loan and (2) the enforcement of any claim for a
monetary recovery shall not cause the Borrower to file a petition seeking reorganization,
arrangement, adjustment or composition of or in respect of the Borrower under any applicable
liquidation, insolvency, bankruptcy, rehabilitation, composition, reorganization, conservation or
other similar law now or hereafter in effect; and

(i) so long as the Credit Facility remains outstanding and a Wrongful Dishonor has
not occurred or, if it has occurred, is not continuing, neither the Issuer, the Trustee, nor any
Person under their control shall:

(A) initiate or take any action which may have the effect, directly or
indirectly, of impairing the ability of the Borrower to timely pay the principal, interest
and other amounts due under the Mortgage Loan;

(B) interfere with or attempt to influence the exercise by the Credit Provider
of any of its rights under the Mortgage Loan, including, without limitation, its remedial
rights under the Mortgage Loan upon the occurrence of an event of default by the
Borrower under the Mortgage Loan; or

(©) upon the occurrence of an event of default under the Mortgage Loan,
take any action to accelerate or otherwise enforce payment or seek other remedies with
respect to the Mortgage Loan.

Limitations on Waivers. In the event any covenant, agreement or condition contained in the
Financing Agreement shall be breached by a party and thereafter waived by another party, such waiver shall
not bind any party which has not waived the breach and shall be limited to the particular breach so waived
and shall not be deemed to waive any other breach under the Financing Agreement nor be a waiver of the
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same breach on a future occasion. By reason of the assignment and pledge of certain of the Issuer's rights
and interests in the Financing Agreement to the Trustee, the Issuer shall have no power to waive or release
the Borrower from any Event of Default or the performance or observance of any obligation or condition of
the Borrower under the Financing Agreement without first requesting and receiving the prior written
consent of the Trustee and the Credit Provider, but shall do so if requested by the Trustee and the Credit
Provider, provided that the Issuer shall not be required to grant such waiver or release unless it shall have
been provided with (a) an Opinion of Counsel that such action will not result in any pecuniary liability to it
and an Opinion of Bond Counsel that such waiver shall not cause interest on the Bonds to be included in the
gross income, for federal income tax purposes, of the Owners of the Bonds, (b) such indemnification as the
Issuer shall deem necessary and (c) written notice from the Trustee and the Credit Provider of the request for

such waiver or release.
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APPENDIX E

SUMMARY OF CERTAIN PROVISIONS
OF THE REIMBURSEMENT AGREEMENT

The following statements are a brief summary of certain provisions of the Reimbursement
Agreement. The summary does not purport to be complete, and reference is made to the Reimbursement
Agreement for a full and complete statement of the provisions thereof.

The Credit Facility is issued pursuant to the Reimbursement Agreement which obligates the
Borrower, among other things, to reimburse Fannie Mae for funds advanced by Fannie Mae under the
Credit Facility and to pay various fees and expenses, in each case as provided in the Reimbursement
Agreement.

The Reimbursement Agreement sets forth various affirmative and negative covenants of the
Borrower, including certain operational requirements, some of which are more restrictive with respect to the
Borrower than similar covenants in the Financing Agreement. The Borrower’s obligations to Fannie Mae
under the Reimbursement Agreement are secured by the Security Instrument.

Events of Default

The occurrence of any one or more of the following events shall constitute an Event of Default
under the Reimbursement Agreement:

@) the Borrower fails to pay when due any amount payable by the Borrower under
the Reimbursement Agreement, the Mortgage Note, the Financing Agreement, the Security
Instrument or any other Borrower Document; or

(b) the occurrence of any Event of Default under any Financing Document other than
the Reimbursement Agreement beyond any cure period set forth in that Borrower Document; or

(© fraud or material misrepresentation or material omission by Borrower, or any of
its officers, directors, trustees, general partners or managers, Key Principal or any guarantor:
() contained in the Reimbursement Agreement, the Certificate of Borrower or any other
Borrower Document or any certificate delivered by the Borrower to Fannie Mae or to the Loan
Servicer pursuant to the Reimbursement Agreement or any other Borrower Document; or (i) in
connection with (A)the application for or creation of the Mortgage Loan or the credit
enhancement for the Bonds provided by the Credit Facility, (B) any financial statement, rent roll,
or other report or information provided to Fannie Mae or the Loan Servicer during the term of the
Reimbursement Agreement or the Mortgage Loan, or (C) any request for Fannie Mae’s consent to
any proposed action, including a request for disbursement of funds under any Collateral
Agreement or contained in the Reimbursement Agreement, the Certificate of Borrower or any
other Borrower Document or any certificate delivered by the Borrower to Fannie Mae or to the
Loan Servicer pursuant to the Reimbursement Agreement or any other Borrower Document; or

(d) the occurrence of any event which results in the interest payable on the Bonds
being includable, for federal income tax purposes, in the gross income of the Bondowners,
including any violation of any provision of the Regulatory Agreement or any of the other Bond
Documents; or



(e) any failure by the Borrower to perform or observe any of its obligations under the
Reimbursement Agreement (other than as set forth in subsections (a) through (d) above), as and
when required, which continues for a period of 30 days after notice of such failure by Fannie Mae
or the Loan Servicer to the Borrower, but no such notice or grace period shall apply in the case of
any such failure which could, in Fannie Mae’s or the Loan Servicer's judgment, absent immediate
exercise by Fannie Mae of a right or remedy under the Reimbursement Agreement, result in harm
to Fannie Mae, impairment of the Mortgage Note, the Reimbursement Agreement, the Security
Instrument or any other security given under any other Borrower Document;

Remedies Upon an Event of Default

Upon the occurrence of an Event of Default under the Reimbursement Agreement, the Obligations
and all amounts owing under the Reimbursement Agreement may be declared by Fannie Mae to become
immediately due and payable, without presentment, demand, protest or notice of any kind, including notice
of default, notice of intent to accelerate or notice of acceleration. In addition, Fannie Mae shall have the
right to take such action at law or in equity, without notice or demand, as it deems advisable to protect and
enforce the rights of Fannie Mae against the Borrower and/or in and to the Mortgaged Property, including,
but not limited to, any one or more or all of the following actions:

(@) deliver to the Trustee written notice that an Event of Default has occurred under
the Reimbursement Agreement and direct the Trustee to take such action pursuant to the
Financing Documents as Fannie Mae may determine, including a request that the Trustee declare
the principal of all or a portion of the Bonds then outstanding and the interest accrued thereon to
be immediately due and payable in accordance with the terms and conditions of the Indenture;

(b) demand cash collateral or Permitted Investments in the full amount of the
obligations under the Bonds whether or not then due and payable by Fannie Mae under the Credit
Facility; and

(© exercise any rights and remedies available to Fannie Mae under the Financing
Documents.
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APPENDIX F

FORM OF OPINION OF BOND COUNSEL

November _ , 2001

ABAG Finance Authority for
Nonprofit Corporations

101 Eighth Street

Oakland, California 94607

OPINION: $5,200,000 ABAG Finance Authority for Nonprofit Corporations
Multifamily Housing Revenue Refunding Bonds (Bijou Woods
Apartments) 2001 Series A

Ladies and Gentlemen:

We have acted as bond counsel in connection with the issuance by the ABAG Finance Authority for
Nonprofit Corporations (the “Authority”) of $5,200,000 ABAG Finance Authority for Nonprofit
Corporations Multifamily Housing Revenue Refunding Bonds (Bijou Woods Apartments) 2001 Series A
(the “Bonds”) pursuant to Chapter 5 of Division 7 of Title 1 of the Government Code of the State of
California in accordance with Chapter 7 of Part 5 of Division 31 of the Health and Safety Code of the State
of California (the “Act”), and a Trust Indenture, dated as of November 1, 2001 (the “Indenture”), by and
between the Authority and U.S. Bank Trust National Association, as trustee, and approved by resolution of
the Executive Committee of the Authority adopted September 28, 2001. We have examined the law and
such certified proceedings and other papers as we deem necessary to render this opinion.

As to questions of fact material to our opinion, we have relied upon representations of the Authority
contained in the Indenture and in the certified proceedings and other certifications of public officials and the
Borrower (as defined in the Indenture) furnished to us, without undertaking to verify the same by
independent investigation.

Based upon the foregoing, we are of the opinion, under existing law, that:

1. The Authority is a public body, corporate and politic, duly organized and validly existing under
the laws of the State of California, with the power to enter into the Indenture, perform the agreements on its
part contained therein and issue the Bonds.

2. The Indenture has been duly approved by the Authority and constitutes a valid and binding
obligation of the Authority enforceable upon the Authority.

3. Pursuant to the Act, the Indenture creates a valid lien on the funds pledged by the Indenture for
the security of the Bonds, subject to no prior lien granted under the Act.

4. The Bonds have been duly authorized, executed and delivered by the Authority and are valid and
binding limited obligations of the Authority, payable solely from the sources provided therefor in the
Indenture.



5. Interest on the Bonds is excluded from gross income for federal income tax purposes, except
during any period while a Bond is held by a “substantial user” of the facilities financed by the Bonds or a
“related person” within the meaning of Section 147(a) of the Internal Revenue Code of 1986 (the “Code”).
It should be noted, however, that, such interest is an item of tax preference for purposes of the federal
alternative minimum tax imposed on individuals and corporations. The opinion set forth in the first
sentence of this paragraph is subject to the condition that the Authority and the Borrower comply with all
requirements of the Code that must be satisfied subsequent to the issuance of the Bonds in order that interest
thereon be, or continue to be, excluded from gross income for federal income tax purposes. The Authority
and the Borrower have covenanted to comply with each such requirement. Failure to comply with certain of
such requirements may cause the inclusion of interest on the Bonds in gross income for federal income tax
purposes to be retroactive to the date of issuance of the Bonds. We express no opinion regarding other
federal tax consequences arising with respect to the Bonds.

6. The interest on the Bonds is exempt from personal income taxation imposed by the State of
California.

The rights of the owners of the Bonds and the enforceability of the Bonds and the Indenture may be
subject to bankruptcy, insolvency, reorganization, moratorium and other similar laws affecting creditors’
rights heretofore or hereafter enacted and may also be subject to the exercise of judicial discretion in
appropriate cases.

Respectfully submitted,

A Professional Law Corporation
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APPENDIX G

FORM OF CONTINUING DISCLOSURE AGREEMENT

$5,200,000
ABAG Finance Authority for Nonprofit Corporations
Multifamily Housing Revenue Refunding Bonds
(Bijou Woods Apartments)
2001 Series A

THIS CONTINUING DISCLOSURE AGREEMENT dated as of November1, 2001 (this
“Disclosure Agreement”) is executed and delivered by Bijou Woods Associates, L.P., a California limited
partnership (the “Borrower”), and U.S. Bank Trust National Association, in its capacity as Dissemination
Agent hereunder and in its capacity as trustee (the “Trustee”), for the holders of the above-captioned bonds
(the “Bonds”) under the Trust Indenture dated as of November 1, 2001 (the “Indenture”) between the
ABAG Finance Authority for Nonprofit Corporations (the “Issuer”) and the Trustee. The Borrower, the
Dissemination Agent and the Trustee covenant and agree as follows:

Section 1 Purpose of the Disclosure Agreement This Disclosure Agreement is being executed
and delivered by the Borrower, the Dissemination Agent and the Trustee for the benefit of the Holders and
Beneficial Owners of the Bonds and in order to assist the Participating Underwriter in complying with, and
constitutes the written undertaking of the Borrower for the benefit of the Bondholders required by,
Section (b)(5)(i) of Securities and Exchange Commission Rule 15¢2-12 under the Securities Exchange Act
of 1934, as amended (17 C.F.R. § 240.15¢2-12) (the “Rule”).

The Borrower, as an “obligated person” within the meaning of the Rule, undertakes to provide the
following information as provided in this Disclosure Agreement:

(2) Annual Financial Information;
(2) Audited Financial Statements, if any; and
3) Material Event Notices.

Section 2 Definitions. In addition to the definitions set forth in the Indenture, which apply to any
capitalized term used in this Disclosure Agreement unless otherwise defined in this Section, the following
capitalized terms shall have the following meanings:

“Annual Financial Informatioh means, in the case of the Borrower, the financial information or
operating data with respect to the Project, provided at least annually, of the type included in Exhibit A
hereto, which Annual Financial Information may, but is not required to, include Audited Financial
Statements.

“Audited Financial Statemeritsneans, in the case of the Borrower, the annual audited financial
statements, if any.

“Beneficial Ownersmeans any person which has the power, directly or indirectly, to vote or
consent with respect to, or to dispose of ownership of, any Bonds, including persons holding Bonds through
nominees or depositories.



“Dissemination Agehtmeans U.S. Bank Trust National Association, acting in its capacity as
Dissemination Agent hereunder, or any successor Dissemination Agent designated in writing by the
Borrower and which has filed with the Trustee and any Disclosure Required Obligor a written acceptance of
such designation.

“Holders’ means either the registered owners of the Bonds, or, if the Bonds are registered in the
name of The Depository Trust Company or another recognized depository, any applicable participant in its
depository system.

“Material Event means any of the following events with respect to the Bonds, if material:

(@ Principal and interest payment delinquencies;

(i) Non-payment related Events of Default under and as defined in the Indenture;
(i)  Unscheduled draws on debt service reserves reflecting financial difficulties;
(iv) Unscheduled draws on credit enhancements reflecting financial difficulties;
(V) Substitution of credit or liquidity providers, or their failure to perform;

(vi)  Adverse tax opinions or events affecting the tax-exempt status of the Bonds;
(vii)  Modifications to rights of Bondholders;

(viii)  Bond calls (other than mandatory sinking fund redemptions);

(ix) Defeasances;

) Release, substitution, or sale of property securing repayment of the Bonds; and
(xi) Rating changes.

“Material Event Noticemeans written or electronic notice of a Material Event.

“NRMSIR means a nationally recognized municipal securities information repository, as
recognized from time to time by the Securities and Exchange Commission for the purposes referred to in the
Rule; the NRMSIRs as of the date of this Disclosure Agreement being as follows: Bloomberg Municipal
Repository, 100 Business Park Drive, Skillman, New Jersey 08558, Phone: (609) 279-3225, Facsimile:
(609) 279-5962, E-Mail: Munis@Bloomberg.com; DPC Data Inc., One Executive Drive, Fort Lee,
New Jersey 07024, Phone: (201) 346-0701, Facsimile: (201) 947-0107, E-Mail: nrmsir@dpcdata.com;
FT Interactive Data, Attn: NRMSIR, 100 Williams Street, New York, NY 10038, Phone: (212) 771-6999,
Fax: (212) 771-7390, E-Mail: NRMSIR@FTID.com, Standard & Poor’s J.J. Kenny Repository, 55 Water
Street, 45th Floor, New York, New York 10041, Phone: (212) 438-4595, Facsimile: (212) 438-3975,

E-Mail: nrmsir_repository@sandp.com.

“Participating Underwritet means the original underwriter of the Bonds required to comply with
the Rule in connection with offering of the Bonds.

“Project’ means the project financed with proceeds of the Bonds.



“SID’ means a state information depository as operated or designated by the State of California as
such for the purposes referred to in the Rule. As of the date of this Disclosure Agreement, there is no SID
operated or designated by the State of California as such for the purposes referred to in the Rule.

Section 3. Provision of Annual Reports.

(@) While any Bonds are outstanding with respect to the Project, the Borrower shall,
or upon written direction shall cause the Dissemination Agent to, provide the Annual Financial
Information on or before June 1 of each year (the “Borrower Report Date”), beginning on or
before June 1, 2002 to each then existing NRMSIR and the SID, if any. If the Dissemination
Agent is to provide the Annual Financial Information, not later than 15 Business days prior to
said date, the Borrower shall provide the Annual Financial Information to the Dissemination
Agent. The Borrower shall include with each such submission of Annual Financial Information
to the Dissemination Agent a written representation addressed to the Dissemination Agent, upon
which the Dissemination Agent may conclusively rely, to the effect that the Annual Financial
Information is the Annual Financial Information required to be provided by it pursuant to this
Disclosure Agreement and that it complies with the applicable requirements of this Disclosure
Agreement. In each case, the Annual Financial Information may be submitted as a single
document or as a set of documents, and all or any part of such Annual Financial Information may
be provided by specific cross-reference to other documents previously provided to each NRMSIR
and the SID, if any, or filed with the Securities and Exchange Commission and, if such a
document is a final official statement within the meaning of the Rule, available from the
Municipal Securities Rulemaking Board, as provided in the definition of Annual Financial
Information. The Audited Financial Statements, if any, may, but are not required to be, provided
as a part of the Annual Financial Information.

If not provided as part of the Annual Financial Information, the Borrower shall, or, upon
furnishing such Audited Financial Statements to the Dissemination Agent shall cause the
Dissemination Agent to, provide Audited Financial Statements when and if available while any
Bonds are Outstanding with respect to the Project to each then existing NRMSIR and the SID, if
any.

If by 15 Business days prior to an Borrower Report Date the Dissemination Agent has not
received a copy of the Annual Financial Information, the Dissemination Agent shall contact the
Borrower to give notice that the Dissemination Agent has not received the Annual Financial
Information and that such information must be provided to the NRMSIRS and SID, if any, by the
applicable Report Date.

The Dissemination Agent shall:

0] determine prior to the Borrower Report Date the name and address of
each NRMSIR and each SID, if any; and

(i) to the extent the Borrower has provided the Annual Financial
Information to the Dissemination Agent and required such information be sent to each
NRMSIR or SID, file a report with the Borrower certifying that the Annual Financial
Information has been provided by the Dissemination Agent to each NRMSIR and SID, if
any, pursuant to this Disclosure Agreement, stating the date it was provided and listing
each then existing NRMSIR and the SID, if any, to which it was provided.
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If the Dissemination Agent does not receive the Annual Financial Information from the
Borrower required by clause (a) of this Section by the applicable Report Date, the Dissemination
Agent shall, without further direction or instruction from the Borrower, provide to the Municipal
Securities Rulemaking Board and to the SID, if any, notice of any such failure to provide to the
Dissemination Agent Annual Financial Information by the applicable Report Date. For the
purposes of determining whether information received from the Borrower is Annual Financial
Information, the Dissemination Agent shall be entitled conclusively to rely on the written
representation made by the Borrower pursuant to this Section.

Section 4. Reporting of Significant Events.

(a) (i If a Material Event occurs while any Bonds are Outstanding, the
Borrower shall provide a Material Event Notice in a timely manner to the Dissemination Agent
and instruct the Dissemination Agent to provide such Material Event Notice in a timely manner to
the Municipal Securities Rulemaking Board and the SID, if any. Each Material Event Notice
shall be so captioned and shall prominently state the date, title and CUSIP numbers of the Bonds.

(ii) The Trustee shall promptly advise the Borrower of the occurrence of any event
with respect to the Bonds of which the Trustee has actual knowledge which, if material, would
constitute a Material Event. For purposes of this Disclosure Agreement, “actual knowledge” of
such event shall mean knowledge by a Responsible Officer of the Trustee at the Corporate Trust
Office of the existence of such event. Notwithstanding anything to the contrary herein, the
Trustee shall have no duty to determine the materiality of any such event.

(b) Whenever the Borrower obtains knowledge of the occurrence of an event which,
if material, would constitute a Material Event, whether because of a notice from the Trustee
pursuant to subsection (a) or otherwise, the Borrower shall as soon as reasonably possible
determine if such event would constitute material information for Bondholders and is, therefore, a
Material Event.

If the Borrower provides to the Dissemination Agent information relating to the Borrower
or the Bonds, which information is not designated as a Material Event Notice, and directs the
Dissemination Agent to provide such information to NRMSIRs, the Dissemination Agent shall
provide such information in a timely manner to the NRMSIRs or the Municipal Securities
Rulemaking Board and the SID, if any.

Section 5 Termination of Reporting Obligation. The Borrower’s, the Dissemination Agent’s
and the Trustee’s obligations under this Disclosure Agreement shall automatically terminate once the Bonds
are no longer outstanding or, with respect to the Trustee or the Dissemination Agent, as appropriate, upon
the resignation or removal of the Trustee or the Dissemination Agent.

Section 6 Dissemination Agent The Borrower may, from time to time, appoint or engage a
Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may
discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent upon
notice to the Dissemination Agent. The Dissemination Agent may resign at any time by providing 30 days’
written notice to the Borrower. The initial Dissemination Agent shall be U.S. Bank Trust National
Association.

Section 7 Amendment; Waiver. Notwithstanding any other provision of this Disclosure

Agreement, the Borrower, the Dissemination Agent and the Trustee may amend this Disclosure Agreement
and any provision of this Disclosure Agreement may be waived by the parties hereto, if such amendment or
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waiver is supported by an opinion of counsel expert in federal securities laws, acceptable to the Borrower
and the Trustee, to the effect that such amendment or waiver would not, in and of itself, cause the
undertakings herein to violate the Rule if such amendment or waiver had been effective on the date hereof
but taking into account any subsequent change in or official interpretation of the Rule, provided that the
Borrower shall have provided notice of such delivery and of the amendment to each then existing NRMSIR
or the MSRB and the SID, if any, provided that neither the Trustee nor the Dissemination Agent shall be
obligated to agree to any amendment that modifies the duties or liabilities of the Dissemination Agent or the
Trustee without their respective consent thereto. Any such amendment shall satisfy, unless otherwise
permitted by the Rule, the following conditions:

0] The amendment may only be made in connection with a change in circumstances
that arises from a change in legal reimbursements, change in law or change in the identity, nature
or status of the obligated person or type of business conducted;

(i) This Disclosure Agreement, as amended, would have complied with the
requirements of the Rule at the time of the primary offering, after taking into account any
amendments or interpretations of the Rule, as well as any change in circumstances; and

(i) The amendment does not materially impair the interests of Beneficial Owners
and Holders of any of the Bonds, as determined either by parties unaffiliated with the Borrower
(such as counsel expert in federal securities laws), or by approving vote of Bondholders pursuant
to the terms of the Indenture at the time of the amendment. The initial Annual Financial
information after the amendment shall explain, in narrative form, the reasons for the amendment
and the effect of the change, if any, in the type of operating data or financial information being
provided.

Section 8 Additional Information . Nothing in this Disclosure Agreement shall be deemed to
prevent the Borrower from disseminating any other information, using the means of dissemination set forth
in this Disclosure Agreement or any other means of communication, or including any other information in
any Annual Financial Information or notice of occurrence of a Material Event, in addition to that which is
required by this Disclosure Agreement. If the Borrower chooses to include any information in any Annual
Financial Information or notice of occurrence of a Material Event in addition to that which is specifically
required by this Disclosure Agreement, the Borrower shall have no obligation under this Disclosure
Agreement to update such information or include it in any future Annual Financial Information or notice of
occurrence of a Material Event.

Section 9 Default. In the event of a failure of the Borrower, the Dissemination Agent or the
Trustee to comply with any provision of this Disclosure Agreement, the Trustee, at the written direction of
the Participating Underwriter or the Holders of at least 25% in aggregate principal amount of Outstanding
Bonds, shall, but only to the extent the Trustee receives indemnification to its satisfaction, or any Beneficial
Owner or Holder of any of the Bonds may, seek mandate or specific performance by court order, to cause
the Borrower, the Dissemination Agent or the Trustee, as the case may be, to comply with its obligations
under this Disclosure Agreement; provided that none of the Borrower, the Dissemination Agent or the
Trustee shall be liable for monetary damages or any other monetary penalty or payment for breach of any of
its obligations under this Section or unless, in the case of the Borrower, such breach shall have been willful
or reckless. A default under this Disclosure Agreement shall not be deemed an Event of Default under the
Indenture or the Financing Agreement, and the rights and remedies provided by the Indenture and the
Financing Agreement upon the occurrence of an “Event of Default” shall not apply to any such failure. The
sole remedy under this Disclosure Agreement in the event of any failure of the Borrower, the Dissemination
Agent or the Trustee to comply with this Disclosure Agreement shall be an action to compel performance.
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Section 10 Duties, Immunities and Liabilities of Trustee and Dissemination Agent Article X
of the Indenture is hereby made applicable to this Disclosure Agreement as if this Disclosure Agreement
were (solely for this purpose) contained in the Indenture and the Dissemination Agent shall be entitled to the
benefits, protections and provisions thereof to the same extent as the Trustee. The Dissemination Agent (if
other than the Trustee or the Trustee in its capacity as Dissemination Agent) and the Trustee shall have only
such duties as are specifically set forth in this Disclosure Agreement, and the Borrower agrees to indemnify
and save the Dissemination Agent and the Trustee and their officers, directors, employees and agents
harmless against any loss, expense and liabilities which they may incur arising out of or in the exercise or
performance of their powers and duties hereunder, including the costs and expenses (including attorneys’
fees) of defending against any claim of liability, but excluding liabilities due to the Dissemination Agent’s
or Trustee’s respective negligence or willful misconduct. The Dissemination Agent and Trustee shall be
paid compensation by the Borrower (on a pro rata basis based on the outstanding principal balance of its
Loan) for its services provided hereunder and all expenses, legal fees and advances made or incurred by the
Dissemination Agent hereunder. The Dissemination Agent and Trustee shall have no duty or obligation to
review any information provided to it by the Borrower hereunder and shall not be deemed to be acting in a
fiduciary capacity for the Borrower, the Holders or Beneficial Owners of the Bonds or any other party. The
obligations of the Borrower under this Section shall survive resignation or removal of the Dissemination
Agent or Trustee and payment of the Bonds.

Section 11 Beneficiaries This Disclosure Agreement shall inure solely to the benefit of the
Borrower, the Trustee, the Dissemination Agent, the Participating Underwriter and the Beneficial Owners
and Holders of any Bonds and shall create no rights in any other person or entity.

Section 12 Interpretation . It being the intention of the Borrower that there be full and complete
compliance with the Rule, this Disclosure Agreement shall be construed in accordance with the written
guidance and no-action letters published from time to time by the Securities and Exchange Commission and
its staff with respect to the Rule.

Section 13 Governing Law. This Disclosure Agreement shall be governed by the laws of the
State of California.

Section 14 Counterparts. This Disclosure Agreement may be executed in several counterparts,
each of which shall be an original and all of which shall constitute but one and the same instrument.

[Remainder of page intentionally left blank]
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[Borrower’s Signature Page to Disclosure Agreement]

BIJOU WOODS ASSOCIATES, L.P., a California
limited partnership

By FOUNDATION FOR SOCIAL RESOURCES,
INC., a Delaware nonprofit corporation, its
Managing General Partner

By
Its

By SLSM, LLC, a California limited liability
company, its Co-General Partner

By

R. Stephen Mattoon, Manager

By

Scott Lefaver, Manager



[Trustee’s Signature Page to Disclosure Agreement]

U.S. BANK TRUST NATIONAL ASSOCIATION,
as Trustee and Dissemination Agent

By

Its




EXHIBIT A

ANNUAL DISCLOSURE REPORT

[BOND CAPTION]

Report For Period Ending

THE PROJECT
Name:

Address:

Occupancy

Number of Units
Number of Units Occupied as of Report Date

Operating History of the Project

The following table sets forth a summary of the operating results of the Project for fiscal year ended
, as derived from the Borrower’s [un]audited financial statements.

Revenues

Operating Expensés

Net Operating Income

Debt Service on the Mortgage Ldan

Net Operating Income/(Loss)
After Debt Service

!Excludes depreciation and other non-cash expenses, includes management fee.
“Interest and scheduled principal payments on the Loan during the period indicated.

The average occupancy of the Project for the fiscal year ended][was [__]%.



APPENDIX H

FORM OF CREDIT FACILITY



