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In the opinion of Bond Counsel, assuming compliance with certain covenants and agreements which are
intended to ensure compliance with the Internal Revenue Code of 1986, as amended (the “Code”), under existing
laws, regulations, rulings and judicial decisions, interest on the 2004 Series A Bonds and the 2004 Series B
Bonds is excludable from gross income for federal income tax purposes. Interest on the 2004 Series B Bonds is
not, but interest on the 2004 Series A Bonds is, taken into account as a specific tax preference item included in
minimum taxable income for purposes of calculating the alternative minimum tax imposed on individuals and
corporations under the Code. Bond Counsel expresses no opinion concerning the exclusion of interest on the 2004
Series A Bonds for any periods for which a 2004 Series A Bond is held by a “substantial user” of the facilities
provided by the 2004 Series A Bonds or held by a “related person.” In the opinion of Bond Counsel, interest on
the 2004 Series C Bonds will not be excludable from the gross income of the recipient thereof for federal income
tax purposes. For information regarding certain requirements for and exceptions to such exclusion, see “TAX
MATTERS?” herein. The Vermont Housing Finance Agency Act provides that the 2004 Series A Bonds, the 2004
Series B Bonds and the 2004 Series C Bonds and the interest thereon are exempt from all Vermont taxation,
franchise fees or special assessments except for transfer, inheritance and estate taxes.
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The 2004 Series A Bonds, the 2004 Series B Bonds and the 2004 Series C Bonds (collectively, the “2004 A/B/C
Bonds”) are issuable only as fully registered bonds, without coupons. When issued, the 2004 Series A/B/C Bonds
are expected to be registered in the name of Cede & Co., as registered owner and nominee of The Depository Trust
Company (“DTC”), New York, New York. Individual purchases will be made in book-entry form only, in the principal
amount of $5,000 or any integral multiple thereof. Purchasers will not receive certificates representing their interest
in the 2004 Series A/B/C Bonds purchased. Principal and interest on the 2004 Series A/B/C Bonds are payable by
Banknorth, N.A., Williston, Vermont, as Trustee, to DTC, which will be responsible for remitting such principal and
interest to its Participants, who will be responsible for remitting such principal and interest to the Beneficial Owners of
the 2004 Series A/B/C Bonds, as described under the caption “DESCRIPTION OF THE 2004 SERIES A/B/C BONDS—
Book-Entry System” herein.

The 2004 Series A/B/C Bonds will bear interest from their date of issuance, payable on February 15 and August 15
of each year, commencing February 15, 2005, until maturity or earlier redemption thereof. The 2004 Series A/B/C
Bonds will bear interest at the respective rates and are to mature on the dates and in the principal amounts shown on
the inside front cover.

The 2004 Series A/B/C Bonds are subject to redemption prior to maturity under the circumstances set forth herein
under “DESCRIPTION OF THE 2004 SERIES A/B/C BONDS—Sinking Fund Redemption Provisions,” “—Optional
Redemption Provisions” and “—Special Redemption Provisions.”

The 2004 Series A/B/C Bonds are being issued by the Agency to provide money to fund additional Mortgage Loans
(as herein defined), which will be made to acquire, construct or rehabilitate multi-family residential housing located in
the State of Vermont (the “State”), all as described herein.

For a description of certain risks with regard to the security for the 2004 Series A/B/C Bonds, see “SECURITY FOR
THE 2004 SERIES A/B/C BONDS” herein and “SUMMARY OF SECTION 8 PROGRAM” in Appendix IV hereto.

THE 2004 SERIES A/B/C BONDS WILL BE GENERAL OBLIGATIONS OF THE AGENCY PAYABLE
OUT OF ANY OF THE AGENCY’S REVENUES, MONEY OR ASSETS, SUBJECT TO AGREEMENTS
HERETOFORE OR HEREAFTER MADE WITH OWNERS OF OBLIGATIONS OF THE AGENCY OTHER
THAN THE BONDS (AS HEREIN DEFINED) PLEDGING PARTICULAR REVENUES, MONEY OR
ASSETS FOR THE PAYMENT THEREOF. THE AGENCY HAS NO TAXING POWER. NEITHER THE
FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE OF VERMONT OR OF ANY POLITICAL
SUBDIVISION THEREOF IS PLEDGED FOR THE PAYMENT OF THE 2004 SERIES A/B/C BONDS.

The 2004 Series A/B/C Bonds are offered for delivery when, as and if issued and received by the Underwriters and
subject to the approval of legality by Kutak Rock LLE Bond Counsel, and certain other conditions. Certain legal matters
will be passed upon for the Agency by Elizabeth Mullikin Drake, Esq., counsel to the Agency, and for the Underwriters
by their counsel, Orrick, Herrington & Sutcliffe LLP It is expected that the 2004 Series A/B/C Bonds will be available in
book-entry form through the facilities of DTC in New York, New York on or about June 24, 2004.
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Citigroup A. G. Edwards & Sons, Inc.
June 9, 2004



Maturity
February 15, 2006
August 15, 2006
February 15, 2007
August 15, 2007
February 15, 2008
August 15, 2008
February 15, 2009
August 15, 2009
February 15, 2010

Maturity
February 15, 2006

August 15, 2006
February 15, 2007
August 15, 2007
February 15, 2008
August 15, 2008
February 15, 2009
August 15, 2009
February 15, 2010

MATURITY SCHEDULE

Multi-Family Mortgage Bonds, 2004 Series A (AMT)

$975,000 Serial Bonds

Interest

Amount Rate Maturity

$55,000 2.40% August 15, 2010
55,000 2.60 February 15, 2011
60,000 3.00 August 15, 2011
60,000 3.15 February 15, 2012
60,000 3.50 August 15, 2012
60,000 3.60 February 15, 2013
65,000 3.80 August 15, 2013
65,000 3.90 February 15, 2014
65,000 4.00 August 15, 2014

$30,000 5.20% Term Bonds due February 15, 2025

$755,000 5.20% Term Bonds due August 15, 2025
$535,000 5.25% Term Bonds due August 15, 2030
$785,000 5.30% Term Bonds due August 15, 2036
$400,000 5.35% Term Bonds due August 15, 2041
$585,000 5.40% Term Bonds due August 15, 2046

Price: 100%

Amount

$65,000
70,000
70,000
55,000
60,000
30,000
30,000
25,000
25,000

Multi-Family Mortgage Bonds, 2004 Series B (Non-AMT)

$1,570,000 Serial Bonds

Interest
Amount Rate Maturity

$35,000 2.10% August 15, 2010
40,000 2.30 February 15, 2011
75,000 2.70 August 15, 2011
85,000 2.85 February 15, 2012
85,000 3.05 August 15, 2012
85,000 3.15 February 15, 2013
85,000 3.40 August 15, 2013
90,000 3.45 February 15, 2014
90,000 3.60 August 15, 2014

Amount

$90,000

95,000

95,000
100,000
100,000
100,000
105,000
105,000
110,000

$2,035,000 5.00% Term Bonds due February 15, 2025
$1,190,000 5.00% Term Bonds due August 15, 2025
$2,125,000 5.15% Term Bonds due August 15, 2030
$3,105,000 5.15% Term Bonds due August 15, 2036

Price: 100%

Multi-Family Mortgage Bonds, 2004 Series C (Taxable)

$665,000 6.30% Term Bonds due February 15, 2035

Price: 100%

Piper Jaffray & Co.
Financial Advisor to the
Vermont Housing Finance Agency

Interest
Rate

4.10%
4.20
4.30
4.40
4.40
4.60
4.60
4.70
4.70

Interest
Rate
3.65%
3.85
3.90
3.95
4.00
4.125
4.125
4.25
4.25



No dealer, broker, salesman 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 2004 Series A/B/C Bonds described herein and, if given or made, such
information or representations must not be relied upon as having been authorized by the Agency or
the Underwriters. This Official Statement does not constitute an offer to sell the 2004 Series A/B/C
Bonds or a solicitation of an offer to buy nor shall there be any sale of the 2004 Series A/B/C Bonds
by any person in any jurisdiction in which it is unlawful for such person to make such offer,
solicitation or sale. The information set forth herein has been furnished by the Agency and from
other sources that are believed to be reliable but it is not guaranteed as to accuracy or completeness
by, and is not to be construed as a representation of, the Underwriters. The information and
expressions of opinion herein are subject to change without notice and under no circumstances
shall the delivery of the Official Statement or any sale made hereunder create any implication that
there has been no change in the affairs of the Agency since the date hereof. The 2004 Series A/B/C
Bonds may be offered and sold by the Underwriters to certain dealers at prices lower than the
initial public offering prices set forth on the cover page, and such public offering prices may be
changed from time to time by the Underwriters.

The Underwriters have provided the following sentence for inclusion in this Official
Statement: The Underwriters have reviewed the information in this Official Statement in
accordance with, and as part of, their respective responsibilities to investors under the federal
securities laws as applied to the facts and circumstances of this transaction, but the Underwriters
do not guarantee the accuracy or completeness of such information.

IN MAKING ANY INVESTMENT DECISION INVESTORS MUST RELY ON THEIR
OWN EXAMINATION OF THE AGENCY AND THE TERMS OF THE OFFERING,
INCLUDING THE MERITS AND RISKS INVOLVED. THESE SECURITIES HAVE NOT
BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES COMMISSION OR
REGULATORY AUTHORITY. FURTHERMORE, THE FOREGOING AUTHORITIES HAVE
NOT CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS
DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

IN CONNECTION WITH THE OFFERING OF THE 2004 SERIES A/B/C BONDS, THE
UNDERWRITERS MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE
OR MAINTAIN THE MARKET PRICE OF SUCH BONDS AT LEVELS ABOVE THOSE THAT
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT

$14,755,000
VERMONT HOUSING FINANCE AGENCY
MULTI-FAMILY MORTGAGE BONDS

$4,065,000 2004 SERIES A (AMT)
$10,025,000 2004 SERIES B (Non-AMT)
$665,000 2004 SERIES C (Taxable)

This Official Statement of the Vermont Housing Finance Agency (the “Agency”) is provided for
the purpose of setting forth certain information concerning the Agency, its Multi-Family Mortgage Bonds
issued under the Agency’s Multi-Family Mortgage Bond Resolution adopted on February 3, 1977, as
amended (the “General Resolution”), and its Multi-Family Mortgage Bonds 2004 Series A in the
aggregate principal amount of $4,065,000 (the “2004 Series A Bonds”), 2004 Series B in the aggregate
principal amount of $10,025,000 (the “2004 Series B Bonds”) and 2004 Series C in the aggregate
principal amount of $665,000 (the “2004 Series C Bonds”) (collectively, the “2004 Series A/B/C Bonds”)
under its Resolution Authorizing the Issuance and Sale of a Maximum of $15,000,000 of Bonds In One or
More Series to Finance Multi-Family Projects, adopted on September 18, 2003, its Resolution
Authorizing the Issuance and Sale of a Maximum of $15,000,000 of Bonds In One or More Series to
Finance Multi-Family Projects, adopted on April 29, 2004 and the Series Certificate executed and
delivered pursuant thereto (collectively, the “Series Resolution”). The 2004 Series A/B/C Bonds and all
other bonds issued under the General Resolution are herein collectively referred to as the “Bonds.” The
General Resolution and the Series Resolution are sometimes herein collectively referred to as the
“Resolutions.”  Certain terms not defined elsewhere in this Official Statement are defined in
“SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION.”

INTRODUCTORY STATEMENT

The 2004 Series A/B/C Bonds will be secured under the provisions of the Resolutions and will be
issued in accordance with the Resolutions and the Vermont Housing Finance Agency Act, being No. 260
of the Vermont Acts of 1973, Adjourned Session, as amended (the “Act”). The Agency has previously
issued $140,405,000 Multi-Family Mortgage Bonds, of which $77,405,000 is still outstanding as of
March 31, 2004 (collectively, the “Outstanding Bonds”) under the General Resolution (see Appendix I
hereto for information as of June 30, 2003), which bonds will be on a parity with the 2004 Series A/B/C
Bonds. The Agency expects to apply the proceeds of the 2004 Series A/B/C Bonds, together with other
available funds of the Agency, to fund Mortgage Loans (as hereinafter defined, but excluded therefrom is
the portion of any such loan financed by notes of the Agency) for the acquisition, construction or
rehabilitation of The Gardens at Williamstown Square (Phase II), Colonial Apartments, Westminster
Family Housing, Mad River Meadows, The Converse Home, Richmond Terrace, Manchester Commons
and South St. Paul Apartments (see Appendix III herein for further information on the projects and the
related Mortgage Loans). Additional series of Bonds may be issued by the Agency on a parity with the
Outstanding Bonds and the 2004 Series A/B/C Bonds provided that each additional series will be
authorized and secured by a series resolution adopted in accordance with and under the provisions of the
General Resolution and the Act.

The Act provides that the Agency is constituted a public instrumentality of the State of Vermont
(the “State”) exercising public and essential governmental functions, and the exercise by the Agency of
the powers conferred by the Act is deemed to be the performance of an essential governmental function of



the State. The Act authorizes the Agency to issue bonds and notes in such principal amounts as the
Agency may determine, provided that the total bonds and notes outstanding at any one time may not
exceed $900,000,000. The Act permits the Agency to engage in an additional limited obligation program
not subject to the debt limitation. As of March 31, 2004, the Agency had $604,309,505 principal amount
of bonds outstanding, all of which is subject to the debt limitation. For information regarding the
Agency’s outstanding indebtedness, see “THE AGENCY—Outstanding Indebtedness” and Appendix I
hereto.

The General Resolution authorizes Bonds to be issued to provide funds for the making of
mortgage loans (the “Mortgage Loans”) to housing sponsors (the “Developers”) eligible under the Act for
the financing of housing developments (the “Developments”) containing five or more dwelling units
intended for occupancy on a rental or cooperative basis by persons and families of low and moderate
income (the “Program”). The Act requires that such housing sponsors be organized on a nonprofit or
limited-profit basis. The majority of the rental units in the other Developments financed with proceeds of
the Outstanding Bonds are receiving subsidy payments on behalf of eligible tenants pursuant to Section 8
(“Section 8”) of the United States Housing Act of 1937, as amended (the “Housing Act”), as more fully
described in Appendix IV hereto. Of the 181 rental units in the Developments to be financed by the 2004
Series A/B/C Bonds, 77 units are to receive Section 8 subsidy payments. Notwithstanding such subsidy
payments, the Bonds do not constitute a debt or indebtedness of the United States and payment of the
Bonds is not guaranteed by the United States. For certain information regarding the Developments, see
Appendix II and Appendix III hereto. Substantially all of the Mortgage Loans for Developments financed
with proceeds of the Outstanding Bonds provide no recourse to the Developers.

All Bonds issued under the General Resolution, including the 2004 Series A/B/C Bonds, are
secured, to the extent and as provided in such Resolution, by (a) all Revenues, (b) all Mortgage Loans
made under the General Resolution, and (c) subject to the terms of the General Resolution, all moneys in
the funds and accounts pledged under the General Resolution, including the Mortgage Reserve Fund and
the Debt Service Reserve Fund. In addition, the Bonds will be general obligations of the Agency payable
from any of the Agency’s other revenues, moneys or assets, subject to agreements heretofore or hereafter
made with holders of notes and bonds, other than the Bonds, pledging particular revenues, moneys or
assets for the payment thereof. Pursuant to the Act, the Agency is obligated to pay the principal or
redemption price, if any, of and interest on the Bonds from revenues or funds of the Agency, which has
no taxing power; the State is not obligated to pay the principal thereof or interest thereon, and neither the
faith and credit nor the taxing power of the State or of any political subdivision is pledged to the payment
of the principal or redemption price, if any, of or the interest on the Bonds.

The Act provides that, in order to assure the maintenance of the amount in the Debt Service
Reserve Fund at the Debt Service Reserve Requirement, there may be appropriated annually and paid to
the Agency for deposit in the Debt Service Reserve Fund, such sum, if any, as is certified by the
Chairman of the Agency to the Governor or to the Governor-elect, the President of the Senate and the
Speaker of the House as is necessary to restore the Debt Service Reserve Fund to an amount equal to the
Debt Service Reserve Requirement. Pursuant to the General Resolution and the Act, the Chairman is
required annually, on or about each February 1, to make and deliver to the Governor or to the
Governor-elect, the President of the Senate and the Speaker of the House a certificate stating the sum, if
any, required to restore the Debt Service Reserve Fund to that amount. The sum so certified may be
appropriated and, if appropriated, shall be paid to the Agency during the then current State fiscal year.
Pursuant to the Act, the principal amount of outstanding bonds or notes of the Agency secured by a debt
service reserve fund to which State funds may be appropriated cannot exceed $125,000,000. To date, the
Chairman has never been required to certify a sum to restore the Debt Service Reserve Fund amount to
meet the Debt Service Reserve Fund Requirement. Upon the issuance of the 2004 Series A/B/C Bonds



the principal amount of bonds or notes of the Agency secured by such a debt service reserve fund will be
equal to $92,105,000.

While the Bonds and the provisions of the Act discussed above do not constitute a legally
enforceable obligation of the State nor create a debt on behalf of the State, Bond Counsel is of the opinion
that the State, by its General Assembly, is legally authorized, but not legally obligated, to appropriate
annually such sum as shall have been certified by the Chairman of the Agency to the Governor or the
Governor-elect, the President of the Senate and the Speaker of the House as necessary to restore the Debt
Service Reserve Fund to an amount equal to the Debt Service Reserve Requirement.

THE AGENCY
Purpose and Powers

The Agency was created as a body politic and corporate of the State. Under the Act, the purpose
of the Agency is to promote the expansion of the supply of funds available for mortgages on residential
housing and to encourage an adequate supply of safe and decent housing at reasonable costs.

Under the Act, the Agency has the power, among other things, to make loans to housing sponsors
and mortgage lenders and to purchase mortgage loans from mortgage lenders to finance the making of
new residential mortgage loans and rehabilitation mortgage loans for the benefit of persons and families
of low and moderate income, to include in any borrowing amounts to pay Agency expenses necessary or
incident to such borrowing, to issue bonds and notes and to do any and all things necessary or convenient
to carry out its purposes and exercise the powers granted in the Act.

Management

The powers of the Agency are vested in seven commissioners, consisting of the State
Commissioner of Banking, Insurance, Securities and Health Care Administration, the State Treasurer, the
Secretary of Commerce and Community Development, or their designees, and four members appointed
by the Governor with the advice and consent of the State Senate. The appointed commissioners serve for
terms of four years or until a successor is appointed and qualified. Members whose terms have expired
continue to serve until reappointed or a successor has been appointed and qualified.

The present commissioners are:

Lisa Mitiguy Randall—Chair, term expires January 31, 2008. Ms. Randall is the Development
Director of Mater Christi School. Ms. Randall was formerly Senior Vice President, Retail Services, New
England Federal Credit Union, a Vice President of BancBoston Mortgage Corporation and the Bank of
Vermont and held a variety of positions at The Howard Bank, N.A., all in Burlington, Vermont. She has
served on a number of boards of charitable organizations. She is a graduate of the University of Vermont.

Gustave “Gus” Seelig—Vice Chair, term expires January 31, 2005. Mr. Seelig has served as the
Executive Director of the Vermont Housing and Conservation Board since its inception in 1987. The
Board administers a variety of state and federal programs which have resulted in an investment by the
State of Vermont of over $156 million, which has developed or rehabilitated nearly 7,000 units of
affordable housing and conserved approximately 344,000 acres of land, including 318 farms. Prior to his
work for the Board, Mr. Seelig served as the Executive Director of the Central Vermont Community
Action Council, a low income advocacy and community development organization. Mr. Seelig serves on
the Affordable Housing Program Advisory Board for the Federal Home Loan Bank of Boston. He is also
a member of the Board of the Vermont Energy Investment Corporation. Mr. Seelig received a B.A. from



Goddard College in 1976 and completed the Harvard University’s Program for Senior Executives in State
and Local Government in 1996.

Paul J. Beaulieu—Term expires January 31, 2007. Mr. Beaulieu is the Executive Vice President
and Chief Operating Officer of Factory Point National Bank of Manchester Center, Vermont. In addition,
he is involved with several community organizations, including the Board of Trustees of Southwestern
Vermont Health Care, Northshire Day School and the Manchester and the Mountains Chamber of
Commerce. He is also a Trustee and Vice Chair of the New England School of Banking at Williams
College. Mr. Beaulieu is a graduate of St. Michael’s College and has received a Masters of Business
Administration from the University of Notre Dame.

Dagyne T. Canney—Term expires on January 31, 2006. Ms. Canney is owner and principal
broker of Vermont Real Estate Sales Company in Rutland. She serves as a Director of both the Rutland
County Board of Realtors and the Vermont Real Estate Information Network (MLS). In addition,
Ms. Canney serves on the Governor’s Economic Advisory Board and is a member of the Keybank
Advisory Board for the Vermont/Champlain Valley District. She was formerly a member and Vice
Chairperson of the Vermont Real Estate Commission. Ms. Canney is a graduate of the University of
Vermont.

John P. Crowley—Commissioner of Banking, Insurance, Securities and Health Care
Administration, ex-officio member. Prior to becoming Commissioner in January of 2003, Mr. Crowley
was the Senior Partner in the law office of Keyser Crowley, P.C. in Rutland, Vermont. Mr. Crowley
served in the Vermont House of Representatives in 1993-1994 and from 1999-2003, he served in the
Vermont Senate where he was a member of the Senate Finance Committee. He has served on a number
of boards of directors of community organizations, including the Rutland Regional Medical Center where
he served as Chairman of the Board of Directors for two years. Mr. Crowley holds degrees from the
Georgetown University Law Center, Southeastern University and Holy Cross College.

George B. “Jeb” Spaulding—State Treasurer, ex-officio member. Mr. Spaulding was elected
State Treasurer in November, 2002. Previously, Mr. Spaulding served in the Vermont State Senate from
1985-2000. During that period, he chaired several committees, including the Senate Appropriations
Committee, the Joint Fiscal Committee, the Senate Education Committee, and the Joint Committee on
Administrative Rules. He was also the Director of Career and Workforce Development at the Vermont
Department of Education, Director of the Vermont Academy of Science and Technology at Vermont
Technical College and an adjunct instructor in the Communications Department at Norwich University.
He has also served on several community organizations. Mr. Spaulding attended Antioch College and the
University of Vermont.

Kevin L. Dorn—Secretary of the Agency of Commerce and Community Development, ex-officio
member. Prior to becoming Secretary in January of 2003, Mr. Dorn was the Executive Director of the
Home Builders and Remodelers Association of Northern Vermont for ten years. Prior to this position, he
was the Manager of Congressional Affairs for Fairchild Industries and Director of Government Affairs for
the General Aviation Manufacturers Association. After college graduation, Mr. Dorn served as a staff
assistant to Senator David Durenberger (MN) and as Legislative Assistant and Legislative Director of
Congressman Frank Horton (NY). Mr. Dorn holds a degree from Minnesota State University, Mankato.

The following are the principal staff members of the Agency:
Sarah E. Carpenter was appointed as Executive Director of the Agency in October, 1998.

Before joining the Agency, Ms. Carpenter was the Executive Director of Cathedral Square Corporation in
Burlington, Vermont for 15 years. Cathedral Square is a nationally recognized leader in combining



affordable housing and community services. Ms. Carpenter is a cum laude graduate of the University of
Vermont and holds a M.P.A. degree from Harvard University. She has served on a variety of boards,
including the national board of the American Association of Homes and Services for the Aging, AAHSA
Assurances Limited, a captive liability insurance company, Housing Vermont, a non-profit statewide
developer and tax credit syndicator, and the Community Development Advisory Board of the Federal
Reserve Bank of Boston. Ms. Carpenter currently serves on the boards of the Vermont Community
Development Program and the Vermont Housing and Conservation Board, as well as the boards of
Fletcher Allen Healthcare and several local charitable organizations.

The position of Chief Financial Officer and Treasurer for the Agency is presently vacant. The
Agency is in the process of soliciting applicants for the position. Under the Agency’s Bylaws, the
Executive Director is authorized to serve in this capacity until a successor is appointed.

David Adams is the Agency’s Chief of Program Operations. Prior to joining the Agency in
August, 1999, Mr. Adams was a Senior Vice President/Secondary Marketing Manager for Vermont
National Bank. Mr. Adams worked for Vermont Federal Bank from 1970-1997, in a variety of positions,
including serving as Senior Vice President/Residential Mortgage Lending Division Manager from
1990-1997. Vermont Federal Bank merged with Vermont National Bank in 1997. Mr. Adams received
his B.S. in business administration from St. Michael’s College, Colchester, Vermont.

Elizabeth Mullikin Drake, Esq., is General Counsel to the Agency. Before joining the Agency,
Ms. Drake was Assistant General Counsel for Bombardier Capital, a subsidiary of Bombardier Inc. She
is also a former ex-officio Commissioner of the Agency in her capacity as Commissioner of Housing and
Community Affairs for the State of Vermont from 1991-1993. She has also served as Agency Counsel to
the Vermont Agency of Development and Community Affairs. Ms. Drake is a graduate of the University
of Vermont and received her juris doctor degree from Vermont Law School.

Samuel J. Falzone is Director of Multi-Family Programs for the Agency. Mr. Falzone has been
with the Agency since 1979, supervising the management of multi-family properties. He is a Certified
Housing Manager. Prior to joining the Agency, Mr. Falzone worked as a District Property Manager in
New England for the National Corporation for Housing Partnerships. He attended the University of
Massachusetts.

Joseph A. Erdelyi is Senior Development Officer for the Agency. Prior to joining the Agency in
1993, he was a Housing Planner and Development Officer for the New Hampshire Housing Finance
Authority. Mr. Erdelyi is a graduate of the University of Vermont and is certified as a Housing
Development Finance Professional by the National Development Council.

As of March 31, 2004, the Agency had 40 employees who are responsible for the operation and
management of the Agency’s single family and multi-family programs. Of these employees, 12 are
charged with responsibility for the multi-family program. Included on the staff of the Agency are
professionals with experience in mortgage underwriting and portfolio and investment management.

Operations to Date

Pursuant to the Act and its agreements with bondholders, a substantial portion of the Agency’s
assets are pledged to secure specific obligations or are otherwise restricted. The Agency maintains
separate restricted funds for each of its programs financed by the issuance of bonds under a particular
general bond resolution. Such funds and programs have separate sets of accounts set up in accordance
with the Act and the various general bond resolutions. Assets and revenues of such funds and programs
are restricted by various resolutions and agreements and are not available in any manner other than as



provided in the various general bond resolutions adopted by the Agency for its programs. Moneys in
excess of restricted fund requirements are transferred periodically from these restricted funds to the
General Fund. All of the Agency’s outstanding bonds, other than the Single Family Housing Bonds, are
general obligations of the Agency secured by and payable from any of the Agency’s revenues, moneys or
assets, including the General Fund, subject to agreements heretofore or hereafter made with holders of
notes and bonds that pledge particular revenues, moneys or assets for the payment thereof. The Agency
has not pledged any moneys in the General Fund to the payment of any particular bonds of the Agency.

Outstanding Indebtedness

Since September 1974, the Agency has issued $1,940,416,543 aggregate principal amount of
bonds and notes, of which $604,309,505 was outstanding as of March 31, 2004, to finance its various
programs. The proceeds of the bonds have been or will be used to make mortgage loans to sponsors of
multi-family residential housing units for persons and families of low and moderate income in the State,
to purchase mortgage loans on single family residential housing units for persons and families of low and
moderate income in the State, to make loans to mortgage lenders to finance such single family housing
and to make loans to finance certain other multi-family housing developments. The bonds are secured
pursuant to the terms of the resolutions under which they were issued.

For additional information with respect to outstanding indebtedness of the Agency, see
Appendix L.

MULTI-FAMILY MORTGAGE LOAN PROGRAM OF THE AGENCY
Multi-Family Mortgage Loan Portfolio of the Agency

Since 1975, the Agency has financed 168 multi-family residential rental developments. These
developments comprise 5,330 units of rental housing, of which 2,751 are assisted under the Section 8
program.

In deciding whether to make a Mortgage Loan on a development the Agency considers, among
other things, the extent of the need for affordable rental housing in the market area, the quality and
location of the proposed site, the experience and stability of the developers, the quality of management
experience, and the sufficiency of projected revenues to pay anticipated operating expenses in the face of
expected economic trends and conditions. In addition, the Agency may also consider the loan-to-value
ratio of the Agency’s Mortgage Loan.

The ability of owners of multi-family residential rental developments to make mortgage payments
is affected by a variety of factors, including the achievement and maintenance of a sufficient level of
occupancy; sound management of the developments; timely and adequate increases in rents to cover
increases in operating expenses, including taxes, utility rates and maintenance costs; changes in
applicable laws and governmental regulations; and social and economic trends affecting the communities
in which the developments are located, the State and the United States in general.

Mortgage Loans Securing the Bonds

Under the Program, the Agency may make Mortgage Loans secured by a first lien on real
property or a leasehold estate for the construction or rehabilitation and permanent financing of
multi-family residential housing intended for occupancy primarily by persons and families of low and
moderate income.



Fifty-four of the 75 Developments financed with proceeds of the Outstanding Bonds (or
prepayments from Mortgage Loans) are assisted by the federal government under the Section 8 program.
The Section 8 subsidy payments are funded by the United States Department of Housing and Urban
Development (“HUD”) through its obligations under certain Annual Contributions Contracts (“ACCs”)
and certain Housing Assistance Payments Contracts (“HAPCs”). The full faith and credit of the
United States is pledged to the payment of annual contributions pursuant to the ACCs. HUD is
responsible for the administration of the Section 8 program on a national basis and the Agency and the
Vermont State Housing Authority are responsible for the administration of certain Section 8 money
allocated to the State of Vermont. Such Mortgage Loans are not insured by either federal, state or private
mortgage insurance. The Bonds do not constitute indebtedness of, nor are they guaranteed by, HUD or
the United States.

Of the 54 Developments assisted under the Section 8 program, 23 have HAPCs that expire more
than 18 months prior to the maturity date of the related Mortgage Loan. For a discussion of certain
additional information and risks with respect to HAPCs and Section 8 payments thereunder, see
Appendix III hereto.

The outstanding Mortgage Loans financed with the proceeds of the Outstanding Bonds (or
prepayments from Mortgage Loans) were made in the aggregate original principal amount of
$63,392,878. Such Mortgage Loans financed 75 Developments, which range in size from five to
166 units and contain a total of 2,298 units. Of those units, 765 are occupied by elderly tenants, and
1,533 are occupied by families. Construction of all of the Developments has been completed, and all but
22 of the Developments have been occupied for at least five years. As of March 31, 2004, the average
vacancy rate for the Program over the past three years has been less than 1%. For additional information
regarding the Developments and outstanding Mortgage Loans, see Appendix II hereto.

For the period commencing March 31, 2004 to date, no monthly mortgage payments on Mortgage
Loans financed under the General Resolution were delinquent by more than 30 days. As of the date
hereof, all Mortgage Loans financed under the General Resolution are current.

The Summary of Revenues, Expenses and Changes in Fund Balances (Unaudited) and the
Balance Sheet (Unaudited) for the Program derived from the audited financial statements for the
five years ended June 30, 2003 appear in the following tables:



Revenues
Interest Income:
Mortgage and construction
loans receivable
Investments
Gain on sale of investments
Net increase (decrease) in fair value of
investments

Total Revenues

Expenses
Financing costs, including interest and
amortization of premium, discount
and costs of issuance
Mortgage service and contract
administration fees

Total Expenses
Excess of revenues over expenses

Fund balance at beginning of year
Transfers to general fund

Fund balance at end of year

2003

$4,048,303
809,880
310,755

(58.171)

$5,110,767

$3,911,405

63.966
$3,975,371
$1,135,396

6,042,103
(440,000)

$6.737.499

Statement of Revenues, Expenses and Changes in Fund Balances

for Years Ending June 30 (Unaudited)

2002

$3,417,746
1,144,960
129,752
192.474

$4,884,932

$3,639,541

65.436
$3,704,977
$1,179,955

5,302,148
(440.000)

$6.042,103

2001

$2,749,203
800,338

0

588,301

$4,137,842

$2,534,520

65.436
$2,599,956
$1,537,886

4,204,262
(440,000)

$5,302,148

2000

$2,538,853
980,007
0

294,562

$3,224,298

$3,000,564

0
$3,000,564
$ 217,734

4,426,528
(440.,000)

$4.204.262

1999

$2,565,247
652,877
0

(170,406)

$3,047,718

$2,852,588

0
$2,852,588
$ 195,130

4,671,398
(440,000)

$4,426,528



Assets

Cash and cash equivalents

Investments

Mortgage and construction loans receivable

Accrued interest receivable—mortgage loans
and notes receivable

Accrued interest receivable—investments

Other receivables

Deferred costs of bond issuance

Interfund receivables (payables)

Total Assets

Liabilities and Fund Balances

Accounts payable

Accrued interest payable
Escrowed cash deposits
Deferred income—note discount
Bonds payable

Unamortized discount on bonds

Total Liabilities
Fund Balance

Total Liabilities and Fund Balance

2003

$16,973,113
5,852,886
57,019,713

254,166
307,306

70,310
677,658

(3.968.018)
77,187,134

$ 90,544
1,452,421
556,377
30,629
69,205,000
(885,336)

70,449,635
6.737,499

77,187,134

Balance Sheet Summary at June 30 (Unaudited)

2002

$16,582,657
7,270,621
54,868,684

249,370
269,977

91,340
631,662

(359.413)

$79.604,898

$ 65177
1,590,384
406,700
188,668
72,245,000
(933.134)

73,562,795
6,042,103

$79.604,898

2001

$ 7,709,772
4,779,268
39,463,240

190,941
189,385
46,466
521,345
1,163,120

$54,063,537

$ 3,156
1,136,663
246,500

0
48,160,000
_(854.930)

48,761,389
5,302,148

$54,063,537

2000

$ 7,029,869
4,241,958
33,067,043

153,963
154,670
1,979
424,027
(443.351)

$44.,630,158

$ 0
818,916
71,450

0
40,435,000

899.470
40,425,896
4,204,262

$44.,630,158

1999

$ 5,590,079
4,620,507
29,897,801

149,733
77,764
0
272,374
24,390

$40.632,648

$ 70,000
954,453
3,950

0
35,795,000
(617.283)

36,206,120
4.426.528

$40.632,648



DESCRIPTION OF THE 2004 SERIES A/B/C BONDS

The 2004 Series A/B/C Bonds will be dated as of their date of delivery and will bear interest from
such date, payable on each February 15 and August 15, commencing February 15, 2005. The 2004
Series A/B/C Bonds will bear interest at the rates shown on the inside front cover of this Official
Statement and are to mature on the dates and in the amounts set forth on the inside front cover of this
Official Statement, subject to the redemption provisions described herein.

The 2004 Series A/B/C Bonds will be issued as fully registered bonds in the denomination of
$5,000 or integral multiples thereof.

Other than as provided below under “Book-Entry System,” principal and redemption price, if any,
of the 2004 Series A/B/C Bonds will be payable at the principal office of Banknorth, N.A., Williston,
Vermont, Trustee, Bond Registrar and Paying Agent. Other than as provided below under “Book-Entry
System,” interest on the 2004 Series A/B/C Bonds will be payable by check mailed to the registered
owner thereof at the address as shown on the registration books of the Trustee.

Book-Entry System

When the 2004 Series A/B/C Bonds are issued, ownership interests will be available to
purchasers only through a book-entry system (the “Book-Entry System”) maintained by The Depository
Trust Company (“DTC”), New York, New York, or such other depository institution designated by the
Agency pursuant to the Resolutions. Purchasers of beneficial interests in the 2004 Series A/B/C Bonds
will not receive certificates reflecting their interests in the 2004 Series A/B/C Bonds.

DTC will act as securities depository for the 2004 Series A/B/C Bonds. The 2004 Series A/B/C
Bonds will be issued as fully registered securities registered in the name of Cede & Co. (DTC’s
partnership nominee). One fully registered security certificate will be issued for each maturity of the
2004 Series A/B/C Bonds in the aggregate principal amount thereof, and will be deposited with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a
“banking organization” within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial
Code, and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities
Exchange Act of 1934. DTC holds securities that its Direct Participants deposit with DTC. DTC also
facilitates the settlement among Direct Participants of securities transactions, such as transfers and
pledges, in deposited securities through electronic computerized book-entry changes in Participants’
accounts, thereby eliminating the need for physical movement of securities certificates. Direct
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies,
clearing corporations and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC, in turn, is owned by a number of its Direct
Participants and members of the National Securities Clearing Corporation, Government Securities
Clearing Corporation, MBS Clearing Corporation and Emerging Markets Clearing Corporation, as well as
by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National Association
of Securities Dealers, Inc. Access to the DTC system is also available to others, such as both U.S. and
non-U.S. securities brokers and dealers, banks, trust companies and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (the
“Indirect Participants”). The Rules applicable to DTC and its Participants are on file with the Securities
and Exchange Commission. More information about DTC can be found at www.dtcc.com.
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Purchases of 2004 Series A/B/C Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the 2004 Series A/B/C Bonds on DTC’s records. The
ownership interest of each actual purchaser of each 2004 Series A/B/C Bond (a “Beneficial Owner”) is in
turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not receive
written confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written
confirmations providing details of the transaction, as well as periodic statements of their holdings, from
the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction.
Transfers of ownership interests in the 2004 Series A/B/C Bonds are to be accomplished by entries made
on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial
Owners will not receive certificates representing their ownership interests in the 2004 Series A/B/C
Bonds, except in the event that use of the book-entry system for the 2004 Series A/B/C Bonds is
discontinued.

SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF THE 2004 SERIES A/B/C
BONDS, AS NOMINEE FOR DTC, REFERENCES HEREIN TO THE BONDHOLDERS OR
REGISTERED OWNERS OR OWNERS OF THE 2004 SERIES A/B/C BONDS SHALL MEAN
CEDE & CO. AND SHALL NOT MEAN THE BENEFICIAL OWNERS OF THE 2004 SERIES A/B/C
BONDS.

To facilitate subsequent transfers, all 2004 Series A/B/C Bonds deposited by Participants with
DTC are registered in the name of DTC’s partnership nominee, Cede & Co. The deposit of 2004
Series A/B/C Bonds with DTC and their registration in the name of Cede & Co. effect no change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the 2004 Series A/B/C
Bonds. DTC’s records reflect only the identity of the Direct Participants to whose accounts such 2004
Series A/B/C Bonds are credited, which may or may not be the Beneficial Owners. The Participants
remain responsible for keeping account of their holdings on behalf of their customers.

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

Redemption notices shall be sent to Cede & Co. If less than all of the 2004 Series A/B/C Bonds
are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct
Participant in such 2004 Series A/B/C Bonds to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to the 2004 Series A/B/C Bonds
unless authorized by a Direct Participant in accordance with DTC’s procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the Agency as soon as possible after the record date. The
Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose
accounts the 2004 Series A/B/C Bonds are credited on the record date (identified in a listing attached to
the Omnibus Proxy).

Principal or redemption price of and interest payments on the 2004 Series A/B/C Bonds is to be
made to DTC. DTC’s practice is to credit Direct Participants’ accounts on the date payment is due in
accordance with their respective holdings shown on DTC’s records unless DTC has reason to believe that
it will not receive payment on the date payment is due. Payments by Participants to Beneficial Owners
are to be governed by standing instructions and customary practices, as is the case with securities held for
the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of
such Participant and not of DTC, the Trustee, the Bond Registrar, the Paying Agent or the Agency,
subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of
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principal or redemption price of and interest to DTC is the responsibility of the Trustee, disbursement of
such payments to Direct Participants shall be the responsibility of DTC, and disbursement of such
payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

The Agency and the Trustee may treat DTC (or its nominee) as the sole and exclusive owner of
the 2004 Series A/B/C Bonds registered in its name (or the name of its nominee) for the purpose of
payment of the principal of and premium, if any, or interest on the 2004 Series A/B/C Bonds, selecting
the 2004 Series A/B/C Bonds or portions thereof to be redeemed, giving any notice permitted or required
to be given to Owners under the Resolutions, registering the transfer of Bonds, obtaining any consent or
other action to be taken by Owners and for all other purposes whatsoever, and shall not be affected by any
notice to the contrary.

Any failure on the part of DTC or failure on the part of a nominee of a Beneficial Owner (having
received notice from a DTC Participant, an Indirect Participant or otherwise) to notify the Beneficial
Owner of any such notice and its content or effect shall not affect the validity of the redemption of the
Bonds called for redemption or of any other action premised on such notice.

When reference is made to any action which is required or permitted to be taken by the Owners,
such reference shall only relate to those permitted to act (by statute, regulation or otherwise) on behalf of
such Owners for such purposes. When notices are given, they shall be sent by the Trustee to DTC. DTC
shall forward (or cause to be forwarded) the notice to the DTC Participants so that such DTC Participants
may forward (or cause to be forwarded) the notices to the Beneficial Owners.

For every transfer and exchange of a beneficial ownership interest in the 2004 Series A/B/C
Bonds, the Beneficial Owner may be charged a sum sufficient to cover any tax, fee or other governmental
charge that may be imposed in relation thereto.

DTC may discontinue providing its services as securities depository with respect to the 2004
Series A/B/C Bonds at any time by giving reasonable notice to the Agency or the Trustee. In the event
that no satisfactory substitute depository is found to replace DTC, or if the Agency determines that
Beneficial Owners should be able to obtain 2004 Series A/B/C Bond certificates, the Agency or the
Trustee is obligated to deliver 2004 Series A/B/C Bonds, as appropriate, as described in the Resolutions.
In the event such 2004 Series A/B/C Bond certificates are issued, the Beneficial Owner, upon registration
of the 2004 Series A/B/C Bonds held in such Beneficial Owner’s name, shall become the Owner for
purposes of the Resolutions and the provisions of the Resolutions shall apply to, among other things, the
transfer and exchange of certificates and the method of payment of principal of and interest on the 2004
Series A/B/C Bonds.

NEITHER THE AGENCY, NOR THE TRUSTEE, NOR THE BOND REGISTRAR, NOR THE
PAYING AGENT WILL HAVE ANY RESPONSIBILITY OR OBLIGATION TO THE DIRECT
PARTICIPANTS, TO THE INDIRECT PARTICIPANTS OR TO ANY BENEFICIAL OWNER WITH
RESPECT TO (i) THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC, ANY DIRECT
PARTICIPANT OR ANY INDIRECT PARTICIPANT; (ii) THE TIMELY PAYMENT BY DTC OR
ANY DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY AMOUNT DUE WITH
RESPECT TO THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON THE 2004
SERIES A/B/C BONDS; (iii) ANY NOTICE WHICH IS PERMITTED OR REQUIRED TO BE GIVEN
TO BONDHOLDERS BY DTC UNDER THE RESOLUTIONS; (iv) THE SELECTION BY DTC OF
ANY DIRECT OR INDIRECT PARTICIPANT AND THE SELECTION BY SUCH DIRECT OR
INDIRECT PARTICIPANT OF ANY BENEFICIAL OWNER TO RECEIVE PAYMENT IN THE
EVENT OF A PARTIAL REDEMPTION OF THE 2004 SERIES A/B/C BONDS; OR (v) ANY
CONSENT GIVEN OR OTHER ACTION TAKEN BY DTC AS BONDHOLDER.
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The information included under this caption (except for the preceding paragraph) has been
provided by DTC. No representation is made by the Agency, the Underwriters or the Trustee as to the
accuracy or adequacy of such information provided by DTC or as to the absence of material adverse
changes in such information subsequent to the date hereof.

Sinking Fund Redemption Provisions

The 2004 Series A Bonds maturing on August 15, 2025 are subject to mandatory redemption in
part, on February 15 and August 15, at the principal amount thereof and accrued interest thereon, without
premium, from funds in the Sinking Fund Account in the Debt Service Fund in the years and amounts as
follows:

Date Amount Date Amount
February 15, 2015 $25,000 August 15, 2020 $35,000
August 15, 2015 25,000 February 15, 2021 35,000
February 15, 2016 30,000 August 15, 2021 40,000
August 15, 2016 30,000 February 15, 2022 40,000
February 15, 2017 30,000 August 15, 2022 40,000
August 15, 2017 30,000 February 15, 2023 40,000
February 15, 2018 30,000 August 15, 2023 40,000
August 15, 2018 30,000 February 15, 2024 45,000
February 15, 2019 35,000 August 15, 2024 45,000
August 15, 2019 35,000 February 15, 2025 15,000
February 15, 2020 35,000 August 15, 2025 45,000

(maturity)

The 2004 Series A Bonds maturing on August 15, 2030 are subject to mandatory redemption in
part, on February 15 and August 15, at the principal amount thereof and accrued interest thereon, without
premium, from funds in the Sinking Fund Account in the Debt Service Fund in the years and amounts as
follows:

Date Amount Date Amount
February 15, 2026 $45,000 August 15, 2028 $55,000
August 15, 2026 50,000 February 15, 2029 55,000
February 15, 2027 50,000 August 15, 2029 55,000
August 15, 2027 50,000 February 15, 2030 60,000
February 15, 2028 55,000 August 15, 2030 60,000
(maturity)
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The 2004 Series A Bonds maturing on August 15, 2036 are subject to mandatory redemption in
part, on February 15 and August 15, at the principal amount thereof and accrued interest thereon, without
premium, from funds in the Sinking Fund Account in the Debt Service Fund in the years and amounts as
follows:

Date Amount Date Amount
February 15, 2031 $60,000 February 15, 2034 $ 75,000
August 15, 2031 65,000 August 15, 2034 180,000
February 15, 2032 65,000 February 15, 2035 30,000
August 15, 2032 65,000 August 15, 2035 35,000
February 15, 2033 70,000 February 15, 2036 35,000
August 15, 2033 70,000 August 15, 2036 35,000

(maturity)

The 2004 Series A Bonds maturing on August 15, 2041 are subject to mandatory redemption in
part, on February 15 and August 15, at the principal amount thereof and accrued interest thereon, without
premium, from funds in the Sinking Fund Account in the Debt Service Fund in the years and amounts as
follows:

Date Amount Date Amount
February 15, 2037 $35,000 August 15, 2039 $40,000
August 15, 2037 35,000 February 15, 2040 40,000
February 15, 2038 35,000 August 15, 2040 45,000
August 15, 2038 40,000 February 15, 2041 45,000
February 15, 2039 40,000 August 15, 2041 45,000

(maturity)

The 2004 Series A Bonds maturing on August 15, 2046 are subject to mandatory redemption in
part, on February 15 and August 15, at the principal amount thereof and accrued interest thereon, without
premium, from funds in the Sinking Fund Account in the Debt Service Fund in the years and amounts as
follows:

Date Amount Date Amount
February 15, 2042 $45,000 August 15, 2044 $65,000
August 15, 2042 50,000 February 15, 2045 65,000
February 15, 2043 50,000 August 15, 2045 65,000
August 15, 2043 50,000 February 15, 2046 70,000
February 15, 2044 50,000 August 15, 2046 75,000

(maturity)
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The 2004 Series B Bonds maturing on February 15, 2025 are subject to mandatory redemption in
part, on February 15 and August 15, at the principal amount thereof and accrued interest thereon, without
premium, from funds in the Sinking Fund Account in the Debt Service Fund in the years and amounts as
follows:

Date Amount Date Amount
February 15, 2015 $ 75,000 February 15, 2020 $ 95,000
August 15, 2015 75,000 August 15, 2020 95,000
February 15, 2016 75,000 February 15, 2021 100,000
August 15, 2016 80,000 August 15, 2021 105,000
February 15, 2017 85,000 February 15, 2022 105,000
August 15, 2017 85,000 August 15, 2022 105,000
February 15, 2018 85,000 February 15, 2023 110,000
August 15, 2018 85,000 August 15, 2023 115,000
February 15, 2019 90,000 February 15, 2024 115,000
August 15, 2019 95,000 August 15, 2024 125,000

February 15, 2025 135,000
(maturity)

The 2004 Series B Bonds maturing on August 15, 2025 are subject to mandatory redemption in
part, on February 15 and August 15, at the principal amount thereof and accrued interest thereon, without
premium, from funds in the Sinking Fund Account in the Debt Service Fund in the years and amounts as
follows:

Date Amount Date Amount
February 15, 2015 $35,000 August 15, 2020 $ 50,000
August 15, 2015 40,000 February 15, 2021 50,000
February 15, 2016 40,000 August 15, 2021 50,000
August 15,2016 40,000 February 15, 2022 55,000
February 15, 2017 40,000 August 15, 2022 55,000
August 15,2017 40,000 February 15, 2023 55,000
February 15, 2018 45,000 August 15, 2023 55,000
August 15, 2018 45,000 February 15, 2024 60,000
February 15, 2019 45,000 August 15, 2024 55,000
August 15,2019 45,000 February 15, 2025 50,000
February 15, 2020 50,000 August 15, 2025 190,000

(maturity)
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The 2004 Series B Bonds maturing on August 15, 2030 are subject to mandatory redemption in
part, on February 15 and August 15, at the principal amount thereof and accrued interest thereon, without
premium, from funds in the Sinking Fund Account in the Debt Service Fund in the years and amounts as
follows:

Date Amount Date Amount

February 15, 2026 $195,000 August 15, 2028 $220,000

August 15, 2026 200,000 February 15, 2029 225,000

February 15, 2027 205,000 August 15, 2029 230,000

August 15, 2027 210,000 February 15, 2030 210,000

February 15, 2028 215,000 August 15, 2030 215,000
(maturity)

The 2004 Series B Bonds maturing on August 15, 2036 are subject to mandatory redemption in
part, on February 15 and August 15, at the principal amount thereof and accrued interest thereon, without
premium, from funds in the Sinking Fund Account in the Debt Service Fund in the years and amounts as
follows:

Date Amount Date Amount
February 15, 2031 $225,000 February 15, 2034 $260,000
August 15, 2031 230,000 August 15, 2034 270,000
February 15, 2032 235,000 February 15, 2035 275,000
August 15, 2032 240,000 August 15, 2035 280,000
February 15, 2033 250,000 February 15, 2036 290,000
August 15, 2033 255,000 August 15, 2036 295,000

(maturity)

The 2004 Series C Bonds maturing on February 15, 2035 are subject to mandatory redemption in
part, on February 15 and August 15, at the principal amount thereof and accrued interest thereon, without
premium, from funds in the Sinking Fund Account in the Debt Service Fund in the years and amounts as
follows:

Date Amount Date Amount
February 15, 2005 $ 5,000 August 15, 2020 $ 10,000
August 15, 2005 5,000 February 15, 2021 10,000
February 15, 2006 5,000 August 15, 2021 10,000
August 15, 2006 5,000 February 15, 2022 10,000
February 15, 2007 5,000 August 15, 2022 10,000
August 15, 2007 5,000 February 15, 2023 10,000
February 15, 2008 5,000 August 15, 2023 10,000
August 15, 2008 5,000 February 15, 2024 10,000
February 15, 2009 5,000 August 15, 2024 15,000
August 15, 2009 5,000 February 15, 2025 15,000
February 15, 2010 5,000 August 15, 2025 15,000
August 15, 2010 5,000 February 15, 2026 15,000
February 15, 2011 5,000 August 15, 2026 15,000
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August 15, 2011 5,000 February 15, 2027 15,000

February 15, 2012 5,000 August 15, 2027 15,000
August 15, 2012 5,000 February 15, 2028 15,000
February 15, 2013 5,000 August 15, 2028 15,000
August 15, 2013 5,000 February 15, 2029 15,000
February 15, 2014 5,000 August 15, 2029 20,000
August 15, 2014 5,000 February 15, 2030 20,000
February 15, 2015 5,000 August 15, 2030 20,000
August 15, 2015 5,000 February 15, 2031 20,000
February 15, 2016 5,000 August 15, 2031 20,000
August 15, 2016 10,000 February 15, 2032 20,000
February 15, 2017 10,000 August 15, 2032 20,000
August 15, 2017 10,000 February 15, 2033 20,000
February 15, 2018 10,000 August 15, 2033 25,000
August 15, 2018 10,000 February 15, 2034 25,000
February 15, 2019 10,000 August 15, 2034 25,000
August 15, 2019 10,000 February 15, 2035 5,000
February 15, 2020 10,000 (maturity)

Amounts of annual sinking fund installments shown in the tables above are subject to reduction
as a result of optional or special redemption of the related 2004 Series A/B/C Bonds subject to mandatory
sinking fund redemption as set forth above, as applicable. At the time of any special or optional
redemption of any such 2004 Series A/B/C Bonds, the amount of each related future sinking fund
installment will be reduced as shall be determined in an Officer’s Certificate such that the total amount of
such reductions equals the amount of such special or optional redemption. The amounts accumulated for
each sinking fund installment may be applied by the Trustee to the purchase of the 2004 Series A/B/C
Bonds for which such sinking fund installment is established at any time prior to the thirtieth day
preceding the redemption date from such sinking fund installment.

Optional Redemption Provisions

The 2004 Series A/B/C Bonds are subject to redemption, at the option of the Agency, either in
whole or in part at any time on or after February 15, 2014, by lot within a maturity, from maturities
selected by the Agency, from moneys deposited in the Optional Redemption Account in the Redemption
Fund, at a price equal to 100% of the principal amount so redeemed plus accrued interest to the date of
redemption.

Special Redemption Provisions

The 2004 Series A/B/C Bonds are subject to redemption, at the option of the Agency, by
operation of the Redemption Fund, in whole or in part at any time at a price equal to 100% of the
principal amount so redeemed plus accrued interest, by lot within a maturity, from maturities selected by
the Agency, from (a) unexpended proceeds of the 2004 Series A/B/C Bonds in the applicable subaccount
in the Mortgage Loan Account, (b) excess moneys in the applicable subaccount in the Mortgage Reserve
Fund, (c) excess moneys in the Debt Service Reserve Fund, (d) Recovery Payments or (e) on or after
February 15, 2014, Prepayments.
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Notice of Redemption of Bonds

When the Trustee receives notice from the Agency, according to the provisions of the
Resolutions, the Trustee is to give notice of redemption of the 2004 Series A/B/C Bonds by mailing a
copy of such notice by first-class mail, postage prepaid, not less than 30 days and not more than 60 days
before the redemption date, to the registered owners of all 2004 Series A/B/C Bonds, or portions thereof
to be redeemed at their addresses appearing on the registration books of the Agency maintained by the
Trustee, provided that failure to mail such notice to any holder of a 2004 Series A Bond, 2004 Series B
Bond or 2004 Series C Bond or any defect in such notice shall not affect the redemption of any other
2004 Series A/B/C Bonds for which the required notice has been given. The Series Resolution provides
that while the 2004 Series A/B/C Bonds are in the Book-Entry System, the Trustee is to mail copies of
such notice not less than 25 days and not more than 60 days before the redemption date to DTC with a
request of DTC to forward such notice to the Participants so that they may forward such notice to the
Beneficial Owners. Neither the Agency nor the Trustee can make any assurance that DTC, the Direct
Participants or the Indirect Participants will distribute such redemption notices to the Beneficial Owners
of the 2004 Series A/B/C Bonds, or that they will do so on a timely basis.

The obligation of the Trustee to give the notice required by the General Resolution shall not be
conditioned upon the prior payment to the Trustee or Paying Agent of moneys or Investment Obligations
sufficient to pay the Redemption Price of the Bonds to which such notice relates or the interest thereon to
the redemption date.

Additional Bonds

The General Resolution permits the issuance of additional Bonds thereunder for the purpose of
providing funds for the purposes set forth in the General Resolution and, in addition, to refund
outstanding Bonds issued under the General Resolution. Any additional Bonds issued under the General
Resolution will be on a parity with the outstanding Bonds and the 2004 Series A/B/C Bonds and will be
entitled to the equal benefit, protection and security of the provisions, covenants and agreements of the
General Resolution. The General Resolution provides that upon the issuance of any such additional
Bonds there will be deposited in the Debt Service Reserve Fund so much of the proceeds thereof as is
required to establish the amount therein at, or to increase the amount therein to, the Debt Service Reserve
Requirement.

No additional Series of Bonds is permitted to be issued subsequent to the issuance of the initial
Series of Bonds under the General Resolution unless (a) the principal amount of the additional Bonds
then to be issued, together with the principal amount of the Bonds and other obligations of the Agency
theretofore issued, will not, in the opinion of counsel to the Agency, exceed in aggregate principal amount
any limitation thereon imposed by law; (b) as evidenced by an Officer’s Certificate, at the time of the
issuance of such Bonds, other than refunding Bonds, there is no deficiency in any Funds or Accounts
created by the General Resolution other than the Debt Service Reserve Fund and that upon the issuance
and delivery of the additional Series of Bonds and the application of the proceeds thereof, the Debt
Service Reserve Fund shall not be less than the Debt Service Reserve Requirement; and (c) as evidenced
by an Officer’s Certificate, after such issuance, there shall be no material adverse effect on the ability of
the Agency to pay the Principal Installments of and interest on the Bonds then outstanding. The Agency
expressly reserves the right to adopt one or more other general bond resolutions and reserves the right to
issue other obligations so long as such obligations do not constitute a charge or lien prohibited by the
General Resolution.
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ESTIMATED SOURCES AND USES OF FUNDS

The estimated sources and uses of funds with respect to the 2004 Series A/B/C Bonds, exclusive
of accrued interest, are as follows:

Sources of Funds

Principal Amount of 2004 Series A Bonds .........ccccoevieveiniiniinenicnienen. $4.065,000.00
Principal Amount of 2004 Series B Bonds ...........cooceieiiiniiiiniiineiieens 10,025,000.00
Principal Amount of 2004 Series C Bonds .........cocceeveevieniinieniennicnieeen, 665,000.00
AgenCy CONLITDULION .....cuueeiieiieiieiie ettt ettt 420,162.50

TOLAL SOUTCES .ottt eee e s e e e e e seaeeseneeas $15,175,162.50

Uses of Funds

Mortgage Loan ACCOUNL ......c.ecvereeeeieieieiieeeeeeetestestesie e eeneeneeee e eseseenas $13,353,159.00
Debt Service Reserve FUNd ...........oeiiiiiiiiiieeeeieeeeeeeeeee e 1,040,487.50
UnNderWriter’s DISCOUNL .......oiiiiiiiiieeeeeeeeeieeeeee e ettt e e e et etaaeeeeeeeeeeeaaaas 137,723.59
RevenuUE FUNd..........oooooiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeveeeeen 543,792.41
COSES Of ISSUAINCE ....evvvveeeeeeieeeeeeeeeee e e e e e e e e e e e eennenes 100,000.00

TOLAL USES ..ttt ettt e et e ea e e e eaeeseaeesenee s $15,175,162.50

SECURITY FOR THE 2004 SERIES A/B/C BONDS

The 2004 Series A/B/C Bonds will be payable from and secured equally and ratably with all
Bonds issued or to be issued pursuant to the General Resolution by, among other things, a pledge of the
Revenues and all moneys, securities, Mortgage Loans and Funds or Accounts held or set aside or to be
held or set aside pursuant to the General Resolution, except the 2004 Series A/B/C Rebate Account and
any rebate account held pursuant to the General Resolution in respect of any other Series of Bonds. In
addition, the 2004 Series A/B/C Bonds will be general obligations of the Agency payable out of any of
the Agency’s revenues, moneys or assets, subject to agreements heretofore or hereafter made with holders
of notes and bonds other than the Bonds.

Revenues

Revenues are all payments, proceeds, charges, rents and all other income derived in cash by or for
the account of the Agency from or relating to the Program, including, without limiting the generality of
the foregoing, scheduled amortization payments of principal of and interest on Mortgage Loans but not
including Escrow Payments, Prepayments, Recovery Payments, Acquired Development Operating
Income or financing or commitment fees or any payments or charges constituting construction or
operating contingency, performance or completion payments or replacement reserves required pursuant to
the applicable Mortgage Loan.

All Revenues are deposited by the Trustee into the Revenue Fund. Moneys in the Revenue Fund
are withdrawn monthly and deposited in the Funds and Accounts set forth below but only after maximum

payment is made into each such Fund in accordance with the following order of priority:

(a) Into the Debt Service Fund, to the extent, if any, needed to increase the amount in
the Debt Service Fund so that it equals the Debt Service Requirement;
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(b) Into the Debt Service Reserve Fund, to the extent, if any, needed to increase the
amount in the Debt Service Reserve Fund so that it equals the Debt Service Reserve
Requirement;

(© Into the Acquired Development Expense Fund, to the extent, if any, needed to
increase the amount in the Acquired Development Expense Fund so that it equals the Acquired
Development Expense Requirement;

(d) Into the Mortgage Reserve Fund, to the extent, if any, needed to increase the
amount in the Mortgage Reserve Fund so that it equals the Mortgage Reserve Fund Requirement;

(e) Into the 2004 Series A/B/C Rebate Account or any other rebate account
established pursuant to a series resolution, to the extent, if any, required by the provisions of the
applicable series resolution; and

® Into the General Fund, to any extent.

For further discussion of the Funds and Accounts set forth above, see “SUMMARY OF
CERTAIN PROVISIONS OF THE GENERAL RESOLUTION.”

Mortgage Loans

The Bonds will be secured by a pledge of and lien upon all Mortgage Loans made with the
proceeds of all Bonds.

The Agency covenants in the General Resolution, among other things, that Mortgage Loans
financed with the proceeds of Bonds shall have scheduled payments of principal and interest or other
legally enforceable payments available for payment of Principal Installments of and interest on Bonds
upon completion of construction of the related developments which, when added to amounts, if any, to be
withdrawn from the Capitalized Interest Accounts shall be sufficient to pay the Principal Installments of
and interest on the related Bonds.

Additionally, the Agency covenants that at annual intervals the Agency shall file with the Trustee
an Officer’s Certificate setting forth a schedule of anticipated Revenues to be derived from all Mortgage
Loans outstanding or anticipated to be made after giving effect to any estimated Prepayments and stating
that the Agency expects that such Prepayments will be made on or before the dates as of which they have
been estimated to be made in such schedule, together with a schedule of Principal Installments of and
interest on all Bonds outstanding after giving effect to any redemptions and purchases to be made with
such Prepayments and showing that such anticipated Revenues and Prepayments, together with any other
amounts held in the Mortgage Loan Accounts, the Debt Service Fund, the Debt Service Reserve Fund, the
Mortgage Reserve Fund and the Redemption Fund together with all Revenues estimated to be earned on
such Funds and Accounts will at least be sufficient to pay as and when due all of such Principal
Installments and interest.

It is expected that the interest rate on each Mortgage Loan financed by the 2004 Series A/B/C
Bonds will equal or exceed the interest cost on the related Series of Bonds. The scheduled payments of
the principal of and the interest on the 2004 Series A/B/C Bonds have been based on the assumed receipt
of mortgage payments paid to the Agency on the Mortgage Loans financed with proceeds of the 2004
Series A/B/C Bonds, together with certain investment income on certain Funds and Accounts established
by the Resolutions, to the extent provided therein, and the use of moneys in the Debt Service Reserve
Fund. To the extent that such investment income differs from the amounts estimated to be received, or if
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any Mortgage Loans go into default, the moneys available for the payment of the principal of and interest
on the 2004 Series A/B/C Bonds may be affected. As described elsewhere in this Official Statement,
moneys may be available from other sources including the Debt Service Reserve Fund and the Mortgage
Reserve Fund.

For a description of certain matters that may adversely affect the security for the Bonds, including
the 2004 Series A/B/C Bonds, see Appendix IV hereto.

Mortgage Reserve Fund

The General Resolution establishes a mortgage reserve fund (the “Mortgage Reserve Fund”) and
provides that the mortgage reserve fund requirement (the “Mortgage Reserve Fund Requirement”) shall
be the aggregate of the amounts, if any, which may be determined with respect to each series of Bonds
pursuant to a series resolution. There presently is no amount in the Mortgage Reserve Fund. The Agency
has determined that it will not make a deposit into the Mortgage Reserve Fund in connection with the
issuance of the 2004 Series A/B/C Bonds.

Debt Service Reserve Fund

The General Resolution establishes a debt service reserve fund (the “Debt Service Reserve
Fund”) and specifies a debt service reserve fund requirement (the “Debt Service Reserve Requirement”).
The Debt Service Reserve Requirement is an amount as of any particular date of computation equal to the
maximum amount required in any single current or future Fiscal Year for Principal Installments of and
interest on the Bonds outstanding on said date of computation other than Bonds issued for the purpose of
funding the Debt Service Reserve Fund. An amount at least sufficient to bring the Debt Service Reserve
Fund up to the Debt Service Reserve Requirement will be deposited in the Debt Service Reserve Fund
from the 2004 Series A/B/C Bond proceeds.

If after making transfers to the Debt Service Fund from a Capitalized Interest Account and any
transfers, if any, from the Mortgage Reserve Fund there shall not be a sufficient amount in the Debt
Service Fund to make payment of Principal Installments of or interest on the Bonds, the Trustee shall
withdraw from the Debt Service Reserve Fund and pay into the Debt Service Fund the amount of such
deficiency.

The General Resolution provides that in order to assure the maintenance of the Debt Service
Reserve Fund in an amount equal to the Debt Service Reserve Requirement and in compliance with the
requirements of the Act, the Chairman of the Agency must annually, on or about February 1, make and
deliver to the Governor of the State a certificate stating the amount, if any, required to restore the Debt
Service Reserve Fund to the amount of the Debt Service Reserve Requirement. The sum so certified may
be appropriated by the State and, if appropriated, paid to the Agency. Any moneys received by the
Agency from the State pursuant to any such certification, in accordance with the provisions of the Act and
the Resolutions, shall be deposited in the Debt Service Reserve Fund. To date, the Chairman has never
been required to certify a sum to restore the Debt Service Reserve Fund Amount to meet the Debt Service
Reserve Requirement.

As of the date hereof, the amount on deposit in the Debt Service Reserve Fund is at least equal to
the Debt Service Reserve Requirement.
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SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION
Certain Definitions

The following are definitions in summary form of certain terms contained in the General
Resolution and used herein:

“Acquired Development” means a Development or a portion thereof possessed by the Agency as a
result of the protection or enforcement of its rights conferred by law or the applicable Mortgage Loan.

“Acquired Development Expense Requirement” means the amount of money as may be fixed or
determined from time to time by an Officer’s Certificate filed with the Trustee to be necessary for the
payment of any costs and expenses incurred by the Agency in connection with the possession or
ownership of an Acquired Development.

“Debt Service Requirement” means, as of any particular date of calculation and with respect to
the Bonds outstanding on said date of calculation, an amount equal to any unpaid interest then due, plus
any interest to become due at or before the Interest Payment Date next ensuing, plus any unpaid Principal
Installment then due, plus any Principal Installment becoming due at or before the Principal Installment
Date next ensuing.

“Debt Service Reserve Requirement” means, as of any particular date of calculation, an amount
equal to the maximum amount required in any single current or future fiscal year for Principal
Installments of and interest on the Bonds outstanding on said date of computation other than Bonds issued
for the purpose of funding the Debt Service Reserve Fund or such additional amount as may be
determined by a series resolution or Supplemental Bond Resolution.

“Escrow Payment” means all payments with respect to any Mortgage Loan made to the Agency
in order to obtain or maintain mortgage insurance and fire and other hazard insurance including payments
for any federal, state, local or private program intended to assist in providing Mortgage Loans and any
payments required to be made with respect to any Mortgage Loan for taxes or other governmental charges
or other similar charges to a mortgagor customarily required to be escrowed.

“Investment Obligations” means any of the following which at the time are legal investments for
moneys of the Agency: (1) direct general obligations of the United States of America and obligations
(including obligations of any federal agency or corporation) the payment of the principal and interest on
which are unconditionally guaranteed by the full faith and credit of the United States of America; (2) any
non-callable or irrevocably called, refunded bonds or other obligations of any state of the United States of
America or of any agency, instrumentality or local governmental unit of any such state which are fully
secured as to principal and interest and redemption premium, if any, by a fund consisting only of cash or
bonds or other obligations of the character described in clause (1) hereof and which at their time of
purchase under the Resolutions bear the highest rating available from each nationally recognized credit
rating agency then maintaining a credit rating on the Bonds; (3) obligations of any of the following: Bank
for Cooperatives, Federal Intermediate Credit Banks, Federal Financing Bank, Federal Land Banks,
Federal Home Loan Bank System, Federal Farm Credit Bank, Federal National Mortgage Association
(excluding “stripped” securities), Export-Import Bank of the United States, Farmers Home
Administration, Federal Home Loan Mortgage Corporation, Government National Mortgage Association,
Student Loan Marketing Association, or Tennessee Valley Authority; (4) public housing bonds issued by
public agencies or municipalities and fully secured as to the payment of both principal and interest by a
pledge of annual contributions under an annual contributions contract or contracts with the United States
of America; (5) obligations of any state of the United States or of any political subdivision or public
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agency or instrumentality thereof, including the Agency, provided that at the time of their purchase under
the General Resolution such obligations are rated no lower than the rating assigned to the Bonds by each
nationally recognized credit rating agency then maintaining a credit rating on the Bonds; (6) direct
obligations of or obligations guaranteed by the State, provided that at the time of their purchase under the
General Resolution such obligations are rated no lower than the unenhanced rating assigned to the Bonds
by each nationally recognized credit rating agency then maintaining a credit rating on the Bonds;
(7) prime commercial paper of a corporation incorporated under the laws of any state of the United States
of America, having at the time of their purchase the highest rating category available from each nationally
recognized credit rating agency then maintaining a credit rating on the Bonds; (8) interest-bearing time
deposits, certificates of deposit or other similar banking arrangements with banks, provided such deposits
are either made with banks having a rating no lower than the rating on the Bonds or are fully
collateralized and secured by obligations described in clauses (1) through (6) above, which at all times
have a market value (exclusive of accrued interest) at least equal to such deposit so secured, including
interest; (9) shares of a diversified open-end money market fund which has either been rated by each
nationally recognized credit rating agency then maintaining a credit rating on the Bonds at a level which
will not adversely affect the unenhanced ratings on the Bonds or which is invested in obligations
described in clauses (1) through (6) above; (10) repurchase agreements for obligations of the type
specified in clauses (1), (2) and (3) above, provided either such repurchase agreement is an unconditional
obligation of the provider thereof and the provider is rated at a level which will not adversely affect the
unenhanced rating on the Bonds or such repurchase agreements are fully collateralized and secured by
such obligations which have a market value (exclusive of accrued interest) at least equal to the purchase
price of such repurchase agreement; and (11)investment agreements with banks, bank holding
companies, insurance companies or other financial institutions, or any other investment obligation or
deposit, the investment in which will not adversely affect the then current unenhanced ratings, if any,
assigned to the Bonds by each nationally recognized credit rating agency then maintaining a credit rating
on the Bonds.

“Mortgage Loan” means an interest-bearing loan made by the Agency to a Mortgagor for the
financing of a Development secured by a Mortgage on such Development.

“Mortgage Reserve Fund Requirement” means the aggregate of amounts, if any, which may be
determined with respect to each Series of Bonds pursuant to a series resolution, to be maintained in the
Mortgage Reserve Fund.

“Prepayments” means any moneys received or recovered from any payment of principal or
interest on any Mortgage Loan prior to the scheduled payments of principal and interest called for by such
Mortgage Loan, other than moneys constituting a Recovery Payment, including any prepayment penalty,
fee, premium or other additional charge as may be provided by the terms of such Mortgage Loan and any
moneys received or recovered from the sale, assignment or other disposition of a Mortgage Loan other
than moneys constituting a Recovery Payment.

“Principal Installment” means, as of any particular date of calculation, an amount of money equal
to the sum of (a) the principal amount of outstanding Bonds which mature on a single future date, reduced
by the aggregate principal amount of such outstanding Bonds which would at or before said future date
cease to be outstanding by reason, but only by reason, of the application in accordance with the General
Resolution of sinking fund installments at or before said future date, and (b) the amount of any sinking
fund installment required to be paid on said future date.

“Program” means the Agency’s program of making Mortgage Loans, including the payment
when due of principal and redemption premium, if any, of and interest on Notes.
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“Rebate Provision” means Section 148(f) of the Internal Revenue Code of 1986 (the “Code”).

“Recovery Payment” means any moneys received or recovered by the Agency, less the expenses
necessarily incurred by the Agency in connection with the collection of such amount, from the
(i) condemnation of mortgaged premises, (ii) proceedings taken in the event of default by the Mortgagor,
(iii) any claim settlement for mortgage insurance, guarantee or hazard insurance, (iv) the sale or other
disposition of an Acquired Development and (v) the sale or other disposition of a Mortgage Loan which is
in default for the purpose of realizing on the Agency’s interest therein; but not including payments or
charges constituting construction or operating contingency, performance or completion payments or
replacement reserves required pursuant to the applicable Mortgage Loan.

“Revenues” means all payments, proceeds, charges, rents and all other income derived in cash by
or for the account of the Agency from or related to the Program, including, without limiting the generality
of the foregoing, scheduled amortization payments of principal of and interest on Mortgage Loans, but
not including Prepayments, Recovery Payments, Acquired Development Operating Income, Escrow
Payments or financing fees or commitment fees or any payments or charges constituting construction or
operating contingency, performance or completion payments or replacement revenues required pursuant
to the applicable Mortgage Loan.

Additional Bonds

Issuance of additional Bonds is conditioned upon, among other things: (i) that the principal
amount of the additional Bonds to be issued, together with the principal amount of the Bonds and other
obligations of the Agency theretofore issued, will not, in the opinion of counsel to the Agency, exceed in
aggregate principal amount any limitation thereon imposed by law; (ii) at the time of the issuance of such
Bonds, other than refunding Bonds, there is no deficiency in any Fund or Account created by the General
Resolution other than the Debt Service Reserve Fund and that upon the issuance and delivery of the
additional Series of Bonds and the application of the proceeds thereof, the Debt Service Reserve Fund
shall not be less than the Debt Service Reserve Requirement; and (iii) that, after such issuance, there shall
be no adverse material effect on the ability of the Agency to pay the Principal Installments of and interest
on the Bonds then outstanding.

The Agency may adopt one or more other general bond resolutions and reserves the right to issue
other obligations thereunder, so long as such obligations are not secured by a charge or lien on the
Revenues or any of the Funds or Accounts established and created by or pursuant to the General
Resolution.

The Agency may issue refunding Bonds of one or more Series pursuant to a series resolution or
resolutions to refund any outstanding Bonds whether by payment at maturity or by redemption.

Pledge of Revenues and Funds

A pledge of the Mortgage Loans and the documents evidencing and rights incident to such
Mortgage Loans, Revenues, Prepayments, Recovery Payments, Acquired Development Operating Income
and all moneys, securities and Funds or accounts held or set aside or to be held or set aside pursuant to the
General Resolution by any Fiduciary (except Escrow Payments and the Multi-Family Escrow Payment
Account) is made and the same are pledged to secure the payment of the principal or Redemption Price of
and interest on the Bonds except that the Agency may use receipts derived from the operation of Acquired
Developments for the payment of costs and expenses incurred in connection with the possession or
ownership of Acquired Developments.
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Application of Bond Proceeds

Of the proceeds of sale of Bonds of each Series, including accrued interest, the following
amounts shall, on the date of the delivery of such Bonds by the Agency, be paid as follows:

(a) To the Trustee, to be held in the Debt Service Reserve Fund, such amount, if any,
necessary to increase the amount in the Debt Service Reserve Fund to the Debt Service Reserve
Requirement;

(b) To the Trustee, to be held in the Debt Service Fund, the amount, if any, of
interest accrued from the date of such Bonds to the date of delivery of such Bonds;

(o) To the Trustee, to be held in the Mortgage Reserve Fund, the amount, if any, as
shall be specified in the applicable series resolution;

(d) To the Trustee, to be held in the applicable Cost of Issuance Account, the
amount, if any, as shall be specified in the applicable series resolution as necessary to pay or
provide for the payment of Costs of Issuance;

(e) To the Trustee, to be held in the applicable Capitalized Interest Account, the
amount, if any, as shall be specified in the applicable series resolution to be deposited therein for
payment of interest on Bonds;

® To the Trustee, to be held in the applicable Note Repayment Account established
by the series resolution authorizing the issuance of such Bonds, the amount of proceeds derived
from the sale of such series of bonds, if any, as shall be specified in said series resolution for the
purpose of paying the principal of, redemption premiums, if any, and interest on the Notes; and

(2) To the Trustee, to be held in the applicable Mortgage Loan Account, or in the
event of the issuance of refunding Bonds, to the Trustee to be held in the Redemption Fund, the
balance of such proceeds remaining after the foregoing payments.

Establishment of Funds

The General Resolution establishes the following Funds, which shall be special Funds held by the
Trustee:

(a) Revenue Fund;
(b) Debt Service Fund, including Sinking Fund Accounts;
(© Debt Service Reserve Fund;
(d) Acquired Development Expense Fund;
(e) Redemption Fund:
@) Optional Redemption Account; and
(i) Special Redemption Account;

® Mortgage Reserve Fund; and
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(2) Program Fund:
@) Mortgage Loan Accounts;
@i1) Cost of Issuance Accounts;
(i11) Capitalized Interest Accounts; and
@iv) Note Repayment Accounts.

The General Resolution establishes the Multi-Family Escrow Payment Account within the
General Fund which shall be a special account held by the Agency. In addition, the Series Resolution
establishes the 2004 Series A/B/C Rebate Account.

Application of Revenues and Other Moneys

All Revenues, Prepayments, Recovery Payments and Acquired Development Operating Income
shall be collected by or on behalf of the Agency and deposited on the date of receipt thereof, as far as
practicable, in the name of the Trustee with a depository or depositories, each fully qualified under the
General Resolution to receive the same as deposits of moneys held by the Trustee and statements giving
the amount of each such deposit and the name of the depository shall be forwarded promptly to the
Trustee by or on behalf of the Agency and by such depository. The Trustee shall be responsible to
account only for moneys actually so deposited.

All Revenues shall be paid by the Trustee into and credited to the Revenue Fund.

All Prepayments shall be paid by the Trustee into and credited to the applicable Mortgage Loan
Account in the Program Fund or the Optional Redemption Account in the Redemption Fund as directed
by the Agency except that a portion of any Prepayment may, pursuant to the General Resolution, be paid
into and credited to the Debt Service Fund.

All Recovery Payments shall be paid by the Trustee into and credited to the Special Redemption
Account in the Redemption Fund.

Acquired Development Operating Income shall be paid by the Trustee into and credited to the
Acquired Development Expense Fund to the extent, if any, required to restore such Fund to the Acquired
Development Expense Requirement, and the remaining Acquired Development Operating Income shall
be paid by the Trustee into and credited to the Revenue Fund.

All Escrow Payments shall be deposited in the Multi-Family Escrow Payment Account.

All payments or charges constituting construction or operating contingency, performance or
completion payments, or replacement reserves required pursuant to the applicable Mortgage Loan shall be
deposited in the Mortgage Loan Account relating to such Mortgage Loan.

In the event that the Agency receives a single payment constituting Revenues, Prepayments,
Recovery Payments, Acquired Development Operating Income, Escrow Payments or any combination
thereof, the Agency shall segregate such payment into Revenues, Prepayments, Recovery Payments or
Escrow Payments, as the case may be, prior to making the deposit.
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The Trustee, as of the first day of each month and within five business days thereafter, shall, out
of any moneys in the Revenue Fund make payments into the following several Funds (or the General
Fund), but as to each Fund (or the General Fund) only within the limitation herein below indicated with
respect thereto and only after maximum payment within such limitation into every such Fund previously
mentioned in the following tabulation:

FIRST, into the Debt Service Fund, to the extent, if any, needed to increase the amount in
the Debt Service Fund so that it equals the Debt Service Requirement;

SECOND, into the Debt Service Reserve Fund, to the extent, if any, needed to increase
the amount in the Debt Service Reserve Fund so that it equals the Debt Service Reserve
Requirement;

THIRD, into the Acquired Development Expense Fund, to the extent, if any, needed to
increase the amount in the Acquired Development Expense Fund so that it equals the Acquired
Development Expense Requirement;

FOURTH, into the Mortgage Reserve Fund, to the extent, if any, needed to increase the
amount in the Mortgage Reserve Fund so that it equals the Mortgage Reserve Fund Requirement;

FIFTH, into the 2004 Series A/B/C Rebate Account or any other rebate account
established pursuant to a series resolution, to the extent, if any, required by the provisions of the
applicable series resolution; and

SIXTH, into the General Fund, to any extent.
Application of Funds

Debt Service Fund. The Trustee shall pay out of the Debt Service Fund to the respective Paying
Agents (i) on or before each interest payment date for any of the Bonds, the amount required for the
interest payable on such date; and (ii) on or before each Principal Installment due date, the amount
required for the Principal Installment payable on such due date.

The Trustee shall establish and maintain in the Debt Service Fund a separate Account for the
particular outstanding Bonds of each Series which are designated as Term Bonds and for which Sinking
Fund Installments are established in accordance with the series resolution. If all previously required or
authorized withdrawals from the Debt Service Fund shall have been made, the Trustee shall, on any
Principal Installment Date, withdraw from the Debt Service Fund the amount of any excess therein over
the Debt Service Requirement and the Trustee shall deposit the amount so withdrawn in the Revenue
Fund.

The interest earned or other income derived from the investment or deposit of moneys in the Debt
Service Fund shall be transferred by the Trustee upon receipt thereof to the Revenue Fund.

Debt Service Reserve Fund. The Agency shall pay into the Debt Service Reserve Fund any
moneys paid to the Agency pursuant to the Act for the purpose of restoring the Debt Service Reserve
Fund to the amount of the Debt Service Reserve Requirement; such portion of the proceeds of sale of
Bonds, if any, as shall be provided by the series resolution authorizing the issuance thereof; and the
Trustee shall deposit in and credit to the Debt Service Reserve Fund all moneys transferred from the
Revenue Fund.
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If, after making certain transfers from Capitalized Interest Accounts within the Program Fund and
from the Mortgage Reserve Fund, there are insufficient amounts in the Debt Service Fund to make
payment of Principal Installments of or interest on the Bonds, the Trustee shall withdraw from the Debt
Service Reserve Fund and pay into the Debt Service Fund the amount of the deficiency.

In the event there are sufficient moneys in the Funds and Accounts created by the General
Resolution and pledged to the payment of Bonds to pay the Redemption Price of and interest on all Bonds
outstanding, the Agency may elect to redeem all bonds outstanding pursuant to the General Resolution.
In the event the Agency elects to redeem the outstanding Bonds, upon compliance with the provisions of
the General Resolution, the Trustee shall transfer to the Optional Redemption Account in the Redemption
Fund the amount required for the redemption of such Bonds which shall be applied to such redemption.

On any Interest Payment Date, if all withdrawals or payments from the Debt Service Reserve
Fund required by any other provision of the General Resolution with respect to the same and every prior
date shall have sooner been made, the Trustee shall withdraw from the Debt Service Reserve Fund the
amount of any excess therein over the Debt Service Reserve Requirement attributable to interest or other
income derived from the investment or deposit of the Debt Service Reserve Fund and deposit the same in
the Revenue Fund, and, upon receipt of an Officer’s Certificate signed by an Authorized Officer, shall
withdraw from the Debt Service Reserve Fund the amount of any excess therein over the Debt Service
Reserve Requirement attributable to a decrease in the Debt Service Reserve Requirement and deposit the
same in the Debt Service Fund.

Mortgage Reserve Fund. Amounts held in the Mortgage Reserve Fund shall be transferred to the
Debt Service Fund to restore a deficiency therein or to the Redemption Fund, if directed by the Agency,
to make payments of Principal Installments or redemption price of and interest on the Bonds.

Redemption Fund. The Redemption Fund includes a Special Redemption Account and an
Optional Redemption Account. Amounts in the Special Redemption Account are to be applied by the
Trustee for the purchase or redemption of Bonds at a price and premium as set forth in the applicable
series resolution. Amounts in the Optional Redemption Account are to be applied by the Trustee for the
purchase or redemption of Bonds at a price set forth in the applicable series resolution. The Agency shall
direct the selection of the series of Bonds to be purchased, and the amount and maturities of the Bonds to
be redeemed. Such purchases or redemptions shall be made by the Trustee in the manner provided in the
Resolutions.

Prior to any purchase or redemption of Bonds the Agency shall have filed with the Trustee an
Officer’s Certificate setting forth a schedule of anticipated Revenues to be derived from all Mortgage
Loans outstanding and anticipated to be made, after giving effect to any estimated Prepayments and
stating that the Agency expects that such Prepayments will be made on or before the dates as of which
they have been estimated to be made in such schedule, together with a schedule of Principal Installments
of and interest on all Bonds which will be outstanding after giving effect to such purchase or redemption
as determined pursuant to the Resolutions, and other purchases and redemptions expected to be made with
such Prepayments, and showing that such anticipated Revenues, together with any other amounts to be
held in the Mortgage Loan Accounts, Debt Service Fund, the Debt Service Reserve Fund, the Mortgage
Reserve Fund and the Redemption Fund together with all Revenues estimated to be earned on the Funds
and Accounts after such purchase or redemption, will at least be sufficient to pay as and when due all of
such Principal Installments and interest.

Acquired Development Expense Fund. Moneys deposited in the Acquired Development

Expense Fund pursuant to the General Resolution shall be applied to the payment of any of the costs and
expenses incurred by the Agency in connection with Acquired Developments. In the event that the
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Agency is in possession of an Acquired Development, the Agency shall, on a monthly or other reasonable
basis, file with the Trustee an Officer’s Certificate stating the amounts required (less the unencumbered
amount remaining from the previous filing period) by the Agency for operation and maintenance of such
Acquired Developments, stating in general the purpose of such costs and expenses. Upon receipt of such
Officer’s Certificate, the Trustee shall transfer to the Agency the amount so required for payment by the
Agency of such costs and expenses. The Agency shall keep proper books and records of its expenditures
in connection with Acquired Developments which shall be available for inspection by the Trustee at
reasonable times.

Multi-Family Escrow Payment Account. Escrow Payments received by the Agency, whether
separately or as part of some other payment shall be deposited in the Multi-Family Escrow Payment
Account and shall be promptly applied by the Agency to the purpose for which such payments were
received, and any such payments received by the Trustee, whether separately or as part of some other
payment, shall immediately be paid by the Trustee to the Agency and applied by the Agency in the
manner set forth above.

General Fund. Except as provided in the General Resolution, all amounts paid to the Agency for
deposit in the General Fund shall be free and clear of any lien or pledge created by the General Resolution
and may be used for any lawful purpose, including without limiting the generality of the foregoing
payments to the Revenue Fund, the Debt Service Fund, the Debt Service Reserve Fund, the Redemption
Fund, any Mortgage Loan Account, the Multi-Family Escrow Payment Fund or the Acquired
Development Expense Fund.

Rebate Account. The Series Resolution establishes in the General Fund a separate trust account
to be held by the Trustee and designated the “2004 Series A/B/C Rebate Account.” Amounts in such
Rebate Account are not subject to the pledge or lien of the General Resolution. Amounts on deposit in
such Rebate Account will be applied as provided in the Series Resolution. With respect to the 2004
Series A/B/C Bonds, the Agency will pay or cause to be paid from the Rebate Account to the
United States on behalf of the Agency an amount equal to the amount determined in accordance with the
Code of certain investment earnings to the extent such investment earnings exceed the amount that would
have been earned on such investments if the investments had been invested at a rate of return equal to the
yield on the 2004 Series A/B/C Bonds, plus any income attributable to the investment of such excess. If
the amount on deposit in the Rebate Account is insufficient for such payment, the Agency has covenanted
to make up the deficiency from its own funds.

Investment of Certain Funds and Accounts

Moneys in the Funds and Accounts held under the General Resolution shall be invested in
Investment Obligations the maturity or redemption date of which shall coincide as nearly as practicable
with the times at which moneys in said Funds or Accounts will be required for the purposes provided in
the General Resolution. In lieu of the investment of moneys in Investment Obligations, the Trustee shall,
upon written direction of an authorized officer of the Agency, deposit moneys held by it under the
General Resolution in certificates of deposit or in interest-bearing time deposits, or shall make other
similar banking arrangements with itself or a member bank or banks of the Federal Deposit Insurance
Corporation or Federal Savings and Loan Insurance Corporation, and provided that, except for deposits of
moneys held in the Revenue Fund and so deposited or deposits covered by insurance with the Federal
Deposit Insurance Corporation, such deposits or other similar banking arrangement shall be continuously
secured as to both principal and interest by (i) Investment Obligations, (ii) bonds, notes or other
obligations of the Agency, (iii) direct and general obligations of any state of the United States or of any
political subdivision of the State rated in either of the two highest rating categories by a nationally
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recognized bond rating agency, all of which shall have a market value equal at all times to the amount of
such deposits.

The Agency has covenanted not to permit any of the proceeds of the Bonds or any other funds of
the Agency to be used directly or indirectly to acquire any securities or obligations the acquisition of
which would cause any Bonds to be an “arbitrage bond” as defined in Section 148(a) of the Code.

Events of Default

Events of Default specified in the General Resolution include failure to pay principal or
redemption price of or interest on any Bond when due; failure to redeem Bonds subject to redemption by
operation of Sinking Fund Installments in a principal amount equal to such Sinking Fund Installment
when due; failure of the Chairman of the Agency to certify to the Governor or Governor-elect, or, upon
such certification, failure of the State to appropriate and pay to the Agency deficiencies in the Debt
Service Reserve Fund during the then current State fiscal year as provided for under the Act and in the
General Resolution; failure for 90 days after written notice thereof in the performance or observance of
any other covenant, contract or other provision in the Bonds or the Resolutions; and the filing by the
Agency of a petition a composition of indebtedness under the federal bankruptcy laws, or a federal or
Vermont statute.

Remedies

Upon the happening and continuance of an Event of Default, the Trustee in its own name on
behalf and for the benefit and protection of the holders of all Bonds and coupons may proceed, and upon
the written request of the holders of not less than 25% in principal amount of the Bonds then outstanding,
shall proceed, to protect and enforce its rights and, to the full extent available to the holders of such
Bonds themselves, the rights of the holders of such Bonds under the laws of the State or under the
Resolutions by such suits, actions or proceedings in equity or at law, for the specific performance of any
covenant or contract contained therein, or in aid or execution of any power therein granted, or for any
proper legal or equitable remedy, as the Trustee shall deem most effectual to protect and enforce such
rights.

Supplemental Resolutions

The Agency may adopt (without the consent of any holders of the Bonds but with the consent of
the Trustee) Supplemental Resolutions for the following purposes: (i) to cure any ambiguity, supply any
omission, or cure or correct any defect or inconsistent provision in the Resolutions; (ii) to provide for
additional duties of the Trustee in connection with the Mortgage Loans or to expand the duties or
responsibilities of the Trustee; (iii) to insert such provisions clarifying matters or questions arising under
the Resolutions as are necessary or desirable and are not contrary to or inconsistent with the Resolutions
as in effect at such time; (iv) to make such modifications or changes that are not materially adverse to the
interests of the Bondholders, in the judgment of the Trustee, which may rely on an opinion of counsel;
(v) to grant to or confer upon the Trustee for the benefit of the Holders of the Bonds or any credit
provider, including any bond insurer, any additional rights, remedies, powers or authority that may
lawfully be granted to or conferred upon the Holders of the Bonds or any credit provider, including any
bond insurer, or the Trustee or any of them; (vi)to make any modifications or changes that shall
adversely affect the Trustee’s rights, immunities and protections; and (vii) to make any and all changes
necessary to implement credit enhancement, including bond insurance, which do not adversely affect the
ratings of the Bonds.
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Defeasance

If the Agency pays the Principal Amount, interest and Redemption Price, if any, to become due
on all outstanding Bonds, then the pledge of Revenues and other moneys, securities and funds and all the
rights granted by the General Resolution will be discharged and satisfied. All Outstanding Bonds of any
series will, prior to the maturity or redemption date thereof, be deemed to have been paid within the
meaning of the foregoing sentence, if among other things, there has been deposited with the Trustee either
money in an amount sufficient or Investment Obligations as defined in clauses (i) and (ii) of the definition
of Investment Obligations the principal of and interest on which when due will provide money in an
amount sufficient to pay when due the Principal Amount or Redemption Price, if applicable, of and
interest due and to become due on said Bonds on and prior to the redemption date or maturity date
thereof, as the case may be.

TRUSTEE

The Trustee for the 2004 Series A/B/C Bonds is Banknorth, N.A., Williston, Vermont. The
Trustee also serves as bond trustee for other outstanding bonds of the Agency.

The Trustee is a bank holding company incorporated in Maine and headquartered in Portland,
Maine. In addition, Banknorth engages in permitted insurance agency activities, and it owns other
non-operating subsidiaries.

PLEDGE AND AGREEMENT OF THE STATE

Under the Act, the State pledges and agrees with the holders of bonds of the Agency that the State
will not limit or restrict the rights vested in the Agency to perform its obligations and to fulfill the terms
of any agreement made with the holders of its bonds or in any way impair the rights and remedies of the
holders of the bonds until the bonds and interest thereon are fully met, paid and discharged.

The Act provides that bonds and other obligations of the Agency will not be deemed to constitute
a debt or liability or obligation of the State or of any political subdivision thereof or a pledge of the faith
and credit of the State or of any political subdivision, but will be payable solely from revenues or assets of
the Agency.

NO LITIGATION

There is no controversy or litigation of any nature now pending or, to the knowledge of the
Agency, threatened, restraining or enjoining the issuance, sale, execution or delivery of the 2004
Series A/B/C Bonds or the making of any Mortgage Loans with the proceeds of the 2004 Series A/B/C
Bonds, or in any way contesting or affecting any authority for the issuance of or the validity of the 2004
Series A/B/C Bonds, any proceedings of the Agency taken with respect to the issuance or sale thereof, the
pledge or application of any money or security provided for the payment of the 2004 Series A/B/C Bonds,
or the existence or powers of the Agency.

FINANCIAL STATEMENTS OF THE AGENCY
The financial statements of the Agency for the year ended June 30, 2003 included in Appendix I

have been audited by KPMG LLP, independent certified public accountants, whose report thereon is also
included in Appendix L.
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RATINGS

The 2004 Series A/B/C Bonds have been assigned the municipal bond ratings of “AA-” by
Standard & Poor’s Ratings Services, a division of The McGraw-Hill Companies, Inc. (“S&P”), and
“Aa3” by Moody’s Investors Service, Inc.

Certain information was supplied by the Agency to the rating agencies to be considered in
evaluating the 2004 Series A/B/C Bonds. The ratings issued reflect only the views of the rating agencies
and any explanation of the significance of such ratings may be obtained only from the rating agencies.
No assurance can be given that such ratings will be retained for any given period of time or that it will not
be revised or withdrawn entirely if, in the judgment of the rating agencies, circumstances so warrant. The
Agency or the Trustee undertakes no responsibility to bring to the attention of the holders of the 2004
Series A/B/C Bonds any revision or withdrawal of such ratings. Any such revision or withdrawal of such
ratings obtained may have an adverse effect on the market price of the 2004 Series A/B/C Bonds.

CONTINUING DISCLOSURE

The Agency will enter into an agreement (the “Disclosure Agreement”) in which it will covenant
for the benefit of holders and beneficial owners of the 2004 Series A/B/C Bonds to provide certain
financial information and operating data relating to the Agency and the Developments by not later than
180 days following the end of the Agency’s Fiscal Year (which currently is June 30) (the “Annual
Report”) and to provide notices of the occurrence of certain enumerated events, if material. The Annual
Report is to be filed by the Agency with each nationally recognized municipal securities information
repository and with the state information repository designated as such by the State (the “State
Repository”), if any. The notices of material events are to be filed by the Agency with the Municipal
Securities Rulemaking Board and with the State Repository, if any. The specific nature of the
information to be contained in the Annual Report includes annual audited financial statements, financial
information and operating data of the Agency for the prior fiscal year generally consistent with the
financial information and operating data contained under the headings “INTRODUCTORY
STATEMENT” and “MULTI-FAMILY MORTGAGE LOAN PROGRAM OF THE AGENCY” and the
information related to the Developments and Outstanding Mortgage Loans in Appendix II hereto. The
notices of material events include the following events with respect to the 2004 Series A/B/C Bonds, if
material: (i) principal and interest payment delinquencies; (ii) non-payment related defaults;
(ii1) modifications to rights of Bondholders; (iv) optional, contingent or unscheduled bond calls;
(v) defeasances; (vi) rating changes; (vii) adverse tax opinions or events adversely affecting the
tax-exempt status of the Bonds; (viii) unscheduled draws on the debt service reserves reflecting financial
difficulties; (ix) unscheduled draws on credit enhancements reflecting financial difficulties;
(x) substitution of credit or liquidity providers or their failure to perform; and (xi) release, substitution or
sale of property securing repayment of the Bonds. These covenants have been made in order to assist the
underwriters of the Bonds in complying with Securities and Exchange Commission Rule 15¢2-12(b)(5).
The Agency has never failed to comply in all material respects with any previous undertakings with
regard to said Rule to provide annual reports or notices of material events.

APPROVAL OF LEGALITY

All legal matters related to the authorization, issuance, sale and delivery of the 2004 Series A/B/C
Bonds are subject to the approval of Kutak Rock LLP, Bond Counsel. The unqualified approving opinion
of Bond Counsel, substantially in the form attached hereto as Appendix V, is to be delivered with the
2004 Series A/B/C Bonds. Certain legal matters are to be passed upon for the Agency by Elizabeth
Mullikin Drake, Esq., counsel to the Agency and for the Underwriters by Orrick, Herrington &
Sutcliffe LLP, New York, New York, counsel to the Underwriters.
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UNDERWRITING

The Underwriters have jointly and severally agreed, subject to certain conditions, to purchase the
2004 Series A/B/C Bonds (other than the 2004 Series A Bonds maturing August 15, 2025, August 15,
2030, August 15, 2036, August 15, 2041 and August 15, 2046, the 2004 Series B Bonds maturing
August 15, 2025 and August 15, 2036 and the 2004 Series C Bonds) (the Underwritten Bonds”) from the
Agency at a price equal to $6,735,000, plus accrued interest, if any. The 2004 Series A Bonds maturing
August 15, 2025, August 15, 2030, August 15, 2036, August 15, 2041 and August 15, 2046, the 2004
Series B Bonds maturing August 15, 2025 and August 15, 2036 and the 2004 Series C Bonds (the “Placed
Bonds”) are being sold directly to an institutional investor at a price equal to 100% of the principal
amount thereof, plus accrued interest. The obligation of the Underwriters to purchase the Underwritten
Bonds and the obligation of the institutional investor to purchase the Placed Bonds are subject to certain
terms and conditions set forth in the Composite Bond Purchase Contract entered into between the
Underwriters and the Agency and between the Agency and the institutional investor. Such 2004
Series A/B/C Bonds may be offered and sold to certain dealers, banks and others at prices lower than the
initial public offering prices, and such initial offering prices may be changed from time to time, by the
Underwriters.

TAX MATTERS
2004 Series A Bonds and 2004 Series B Bonds

In the opinion of Kutak Rock LLP, Bond Counsel, to be delivered on the date of issuance of the
2004 Series A Bonds and 2004 Series B Bonds, and assuming compliance by the Agency with covenants
in the Resolutions described in the succeeding paragraphs, under existing laws, regulations, rulings and
judicial decisions, interest on the 2004 Series A Bonds and 2004 Series B Bonds is excluded from gross
income for federal income tax purposes, except that no opinion is expressed with respect to interest on
any 2004 Series A Bond for any period during which such 2004 Series A Bond is held by a “substantial
user” of the facilities or a “related person” as those terms are defined in Section 147 of the Code. The
form of such Bond Counsel opinion is attached hereto as Appendix V.

Bond Counsel is further of the opinion that interest on the 2004 Series B Bonds is not, but interest
on the 2004 Series A Bonds is, a specific preference item for purposes of the alternative minimum tax
provisions imposed by the Code on individuals and corporations. However, interest on the 2004 Series B
Bonds is included in a corporation’s “adjusted current earnings,” and the alternative minimum taxable
income of certain corporations must be increased by 75% of the excess of such corporation’s “adjusted
current earnings” over its alternative minimum taxable income (determined without regard to this
adjustment and prior to reduction for certain net operating losses).

The Internal Revenue Code of 1986, as amended (the “Code”), establishes certain requirements
that must be met with respect to the 2004 Series A Bonds and 2004 Series B Bonds subsequent to
issuance in order that interest thereon be excluded from gross income for federal income tax purposes.
Failure to comply with such applicable requirements could cause the interest on the 2004 Series A Bonds
and 2004 Series B Bonds to be includable in gross income retroactive to the date of original issuance of
the 2004 Series A Bonds and 2004 Series B Bonds. Certain of these requirements must be met on a
continuous basis throughout the term of the 2004 Series A Bonds and 2004 Series B Bonds. These
requirements include (a) limitations as to the use of the proceeds of the 2004 Series A Bonds and 2004
Series B Bonds and the use of the facilities financed by the 2004 Series A Bonds and 2004 Series B
Bonds; (b) limitations on the extent to which amounts treated as proceeds of the 2004 Series A Bonds and
2004 Series B Bonds may be invested in higher-yielding investments; (c) a provision that requires that a
minimum dollar amount of rehabilitation expenditures be incurred with regard to certain existing projects
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which were acquired with proceeds of the 2004 Series A Bonds; and (d) a provision, subject to certain
limited exceptions, that requires all investment earnings on amounts treated as proceeds of the 2004
Series A Bonds and 2004 Series B Bonds above the yield on the 2004 Series A Bonds and 2004 Series B
Bonds to be paid to the United States Treasury. The Agency will covenant and represent in the
Resolutions that it will take all steps to comply with the requirements of the Code to the extent necessary
to maintain the exclusion of interest on the 2004 Series A Bonds and 2004 Series B Bonds from gross
income for federal income tax purposes. The failure or inability of the Agency or the owner of the
facilities to comply with these requirements could cause the interest on the 2004 Series A Bonds and 2004
Series B Bonds to be included in gross income from the date of issuance.

Section 148 of the Code sets forth, as a condition to the exclusion of interest from gross income
for federal income tax purposes on governmental obligations, such as the 2004 Series A Bonds and 2004
Series B Bonds, certain restrictions regarding the investment of the “gross proceeds” of such obligations.
These “arbitrage” provisions set forth limitations on the yield of investments acquired with ‘“gross
proceeds” of the 2004 Series A Bonds and 2004 Series B Bonds and also provide for periodic rebate of
specified portions of the arbitrage profit derived from such investments. Failure to comply with such
requirements at any time could retroactively affect the exclusion from gross income for federal income
tax purposes of interest on the 2004 Series A Bonds and 2004 Series B Bonds. The Agency has
covenanted to comply with the ongoing requirements of Section 148 of the Code, including requirements
regarding, among other things, limitations on investment of the 2004 Series A Bonds and 2004 Series B
Bond proceeds and rebate to the federal government, which covenants, if complied with, will satisfy
Section 148 of the Code.

The 2004 Series A Bonds and 2004 Series B Bonds are subject to requirements that the facilities
financed with the proceeds of the 2004 Series A Bonds and 2004 Series B Bonds must be used as
“residential rental projects” for the “qualified project period.” In order to qualify as “residential rental
projects” at least 20% of the residential units in the development must be occupied by individuals whose
income is 50% or less of median gross income, or 40% of the residential units by individuals with
incomes of 60% or less of median gross income. The Code requires that the income of individuals and
area median gross income must be determined by the Secretary of the Treasury in a manner consistent
with determinations of lower-income families and median gross income under Section 8 of the Housing
Act. These income determinations are required to include adjustments for family size.

The “qualified project period” is defined as that period of time beginning on the first day on
which at least 10% of the units in the project are occupied and ending on the latest of (a) the date which is
15 years after the date on which at least 50% of the units in the project that are provided with the proceeds
of the issue are first occupied, (b) the first day on which no tax-exempt bond issue with respect to the
project is outstanding, or (c) the date on which any assistance provided with respect to the project under
Section 8 of the Housing Act terminates.

Although Bond Counsel will render an opinion that interest on the 2004 Series A Bonds and 2004
Series B Bonds will not be included in gross income for federal income tax purposes, the accrual or
receipt of interest on the 2004 Series A Bonds and 2004 Series B Bonds may otherwise affect the federal
income tax liability of the recipient. The extent of these other tax consequences will depend upon the
recipient’s particular tax status or other items of income or deduction. Bond Counsel expresses no
opinion regarding any such consequences. Purchasers of the 2004 Series A Bonds and 2004 Series B
Bonds, particularly purchasers that are corporations (including S corporations and foreign corporations
operating branches in the United States), property or casualty insurance companies, banks, thrifts or other
financial institutions, certain recipients of Social Security or Railroad Retirement benefits, taxpayers
otherwise entitled to claim the earned income credit, or taxpayers who may be deemed to have incurred or
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continued indebtedness to carry tax-exempt obligations are advised to consult their tax advisors as to the
tax consequences of purchasing, holding or selling the 2004 Series A Bonds and 2004 Series B Bonds.

THE EXTENT OF THE TAX CONSEQUENCES OF PURCHASING OR HOLDING THE
2004 SERIES A BONDS AND 2004 SERIESB BONDS WILL DEPEND UPON THE
BONDHOLDER’S TAX STATUS OR OTHER ITEMS OF INCOME OR DEDUCTION.
PURCHASERS OF THE 2004 SERIES A BONDS AND 2004 SERIESB BONDS SHOULD
CONSULT WITH THEIR TAX ADVISORS AS TO THE CONSEQUENCES OF PURCHASING OR
HOLDING THE 2004 SERIES A BONDS AND 2004 SERIES B BONDS.

Original Issue Premium and Discount. An amount equal to the excess of the issue price of any
2004 Series A Bond or 2004 Series B Bond over its stated price at maturity (a “Premium Bond”)
constitutes premium on such Premium Bond. An initial purchaser of a Premium Bond must amortize any
premium over such Premium Bond’s term using constant yield principles, based on the purchaser’s yield
to maturity. As premium is amortized, the purchaser’s basis in such Premium Bond is reduced by a
corresponding amount resulting in an increase in the gain (or decrease in the loss) to be recognized for
Federal income tax purposes upon a sale or disposition of such Premium Bond prior to its maturity. Even
though the purchaser’s basis may be reduced, no Federal income tax deduction is allowed.

Any 2004 Series A Bond or 2004 Series B Bonds originally offered at a price below the amount
payable on such Bonds at maturity are known as Discount Bonds, the difference being hereinafter referred
to as “Original Issue Discount.” An owner of a Discount Bond shall accrue Original Issue Discount by
using the economic accrual method, and such accruals shall be treated as (i) tax-exempt interest received
by the owners of such Discount Bonds, and (ii) added to the owner’s tax basis for purposes of
determining gain or loss upon a sale of a Discount Bond. The amount representing Original Issue
Discount that is treated as being received by an owner of a Discount Bond will be added to the owner’s
tax basis for purposes of determining gain or loss upon a sale of a Discount Bond.

Purchasers of Premium Bonds and Discount Bonds should consult with their tax advisors with
respect to the determination and treatment of amortizable premium and discount for Federal income tax
purposes and with respect to the state and local tax consequences of owning a Premium Bond or a
Discount Bond.

2004 Series C Bonds (Federally Taxable)

In the opinion of Kutak Rock LLP, Bond Counsel, to be delivered on the date of issuance of the
2004 Series C Bonds, under existing laws, regulations, rulings and judicial decisions, interest on the
2004 Series C Bonds will not be excludable from the gross income of the recipients thereof for federal
income tax purposes.

The following is a summary of certain anticipated federal income tax consequences of the
purchase, ownership and disposition of the 2004 Series C Bonds. The summary is based upon the
provisions of the Code, the regulations promulgated thereunder and the judicial and administrative rulings
and decisions now in effect, all of which are subject to change or possible differing interpretations. The
summary does not purport to address all aspects of federal income taxation that may affect particular
investors in light of their individual circumstances or certain types of investors subject to special
treatment under the federal income tax laws. Potential purchasers of the 2004 Series C Bonds should
consult their own tax advisors in determining the federal, state or local tax consequences to them of the
purchase, holding and disposition of the 2004 Series C Bonds.
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Although there are not any regulations, published rulings or judicial decisions involving the
characterization for federal income tax purposes of securities with terms substantially the same as the
2004 Series C Bonds, Bond Counsel has advised the Agency that the 2004 Series C Bonds will be treated
for federal income tax purposes as evidences of indebtedness of the Agency and not as an ownership
interest in the trust estate securing the 2004 Series C Bonds or as an equity interest in the Agency or any
other party, or in a separate association taxable as a corporation. Interest on the 2004 Series C Bonds is
includable in gross income for federal income tax purposes under Section 103 of the Code. Interest
on the 2004 Series C Bonds will be fully subject to federal income taxation. In general, interest paid
on the 2004 Series C Bonds and recovery of accrued market discount, if any, will be treated as ordinary
income to a bondholder, and principal payments will be treated as a return of capital. The Code contains
special federal income tax rules for “real estate mortgage investment conduits.” The Agency does not
intend to treat the arrangement by which the trust estate secures the 2004 Series C Bonds as “real estate
mortgage investment conduits.”

The 2004 Series C Bonds will not (a) represent interest in “qualifying real property loans,” within
the meaning of Section 593(d) of the Code, (b) constitute “loans ... secured by an interest in real
property,” within the meaning of Section 7701(a)(19)(C)(v) of the Code, (c) constitute “real estate assets”
or “Government securities,” within the meaning of Section 856(c)(4)(A) of the Code, or (d) constitute
“Government securities,” within the meaning of Section 851(b)(3)(A)(i) of the Code. Interest on the
2004 Series C Bonds will not be considered “interest on obligations secured by mortgages on real
property or on interests in real property,” within the meaning of Section 856(c)(3)(B) of the Code.

Market Discount. Any owner who purchases a 2004 Series C Bond at a price which includes
market discount in excess of a prescribed de minimis amount (i.e., at a purchase price that is less than its
adjusted issue price in the hands of an original owner) will recognize gain upon receipt of each scheduled
or unscheduled principal payment. In particular, such owner will generally be required (a) to allocate
each such principal payment to accrued market discount not previously included in income and to
recognize ordinary income to that extent and to treat any gain upon sale or other disposition of such a
2004 Series C Bond as ordinary income to the extent of any remaining accrued market discount (under
this caption) or (b) to elect to include such market discount in income currently as it accrues on all market
discount instruments acquired by such an owner on or after the first day of the taxable year to which such
election applies.

The Code authorizes the Treasury Department to issue regulations providing for the method for
accruing market discount on debt instruments the principal of which is payable in more than one
installment. Until such time as regulations are issued by the Treasury Department, certain rules described
in the legislative history of the Tax Reform Act of 1986 will apply. Under those rules, market discount
will be included in income either (a) on a constant interest basis or (b) in proportion to the accrual of
stated interest. Pursuant to Revenue Procedure 92-67, an election to accrue market discount on a constant
interest basis is irrevocable.

An owner of a 2004 Series C Bond who acquires such Bond at a market discount also may be
required to defer, until the maturity date of such 2004 Series C Bond or its earlier disposition in a taxable
transaction, the deduction of a portion of the amount of interest that the owner paid or accrued during the
taxable year on indebtedness incurred or maintained to purchase or carry a 2004 Series C Bond in excess
of the aggregate amount of interest (including original issue discount) includable in such owner’s gross
income for the taxable year with respect to such 2004 Series C Bond. The amount of such net interest
expense deferred in a taxable year may not exceed the amount of market discount accrued on the
2004 Series C Bond for the days during the taxable year on which the owner held the 2004 Series C Bond
and, in general, would be deductible when such market discount is includable in income. The amount of
any remaining deferred deduction is to be taken into account in the taxable year in which the
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2004 Series C Bond matures or is disposed of in a taxable transaction. In the case of a disposition in
which gain or loss is not recognized in whole or in part, any remaining deferred deduction will be allowed
to the extent gain is recognized on the disposition. This deferral rule does not apply if the bondowner
elects to include such market discount in income currently as it accrues on all market discount obligations
acquired by such bondowner in that taxable year or thereafter.

Market Premium. A subsequent purchaser of a 2004 Series C Bond who purchases such
2004 Series C Bond at a cost greater than its then principal amount will be considered to have purchased
such 2004 Series C Bond at a market premium. Under Section 171 of the Code, such a purchaser must
amortize the amount of such market premium using constant yield principles based on the purchaser’s
yield to maturity. Amortizable market premium is generally treated as an offset to interest income, and a
reduction in basis under Code Section 1016(a) of the 2004 Series C Bond is required for amortizable bond
premium that is applied to reduce interest payments. Purchasers of any 2004 Series C Bond who acquire
such Bond at a premium should consult with their own tax advisors with respect to the determination and
treatment of amortizable premium for federal income tax purposes and with respect to state and local tax
consequences of owning such 2004 Series C Bond.

Sale or Redemption of 2004 Series C Bonds. A bondowner’s tax basis for a 2004 Series C Bond
is the price such owner pays for the 2004 Series C Bond plus amounts of any original issue discount
included in income, reduced on account of any payments received (other than “qualified periodic interest”
payments) and any amortized premium. Gain or loss recognized on a sale, exchange or redemption of a
2004 Series C Bond, measured by the difference between the amount realized and the 2004 Series C
Bond’s basis as so adjusted, will generally give rise to capital gain or loss if the 2004 Series C Bond is
held as a capital asset or ordinary income to the extent of accrued market discount that has not already
been included in income.

Backup Withholding. A 2004 Series C bondowner may, under certain circumstances, be subject
to “backup withholding” at a rate equal to the rate of the fourth lowest of income tax rates applicable to
unmarried taxpayers (other than a “surviving spouse” or “head of household”) with respect to interest or
original issue discount on the 2004 Series C Bonds. This withholding generally applies if the owner of a
2004 Series C Bond (a) fails to furnish the Trustee or other payor with its taxpayer identification number;
(b) furnishes the Trustee or other payor an incorrect taxpayer identification number; (c) fails to report
properly interest, dividends or other “reportable payments” as defined in the Code; or (d) under certain
circumstances, fails to provide the Trustee or other payor with a certified statement, signed under penalty
of perjury, that the taxpayer identification number provided is its correct number and that the holder is not
subject to backup withholding. Backup withholding will not apply, however, with respect to certain
payments made to bondowners, including payments to certain exempt recipients (such as certain exempt
organizations) and to certain Nonresidents (as defined below). Owners of the 2004 Series C Bonds
should consult their tax advisors as to their qualification for exemption from backup withholding and the
procedure for obtaining the exemption.

The amount of “reportable payments” for each calendar year and the amount of tax withheld, if
any, with respect to payments on the 2004 Series C Bonds will be reported to the bondowners and to the
Internal Revenue Service.

Foreign Bondowners. Under the Code, interest and original issue discount income with respect
to 2004 Series C Bonds held by nonresident alien individuals, foreign corporations or other
non-United States persons (‘“Nonresidents”) generally will not be subject to the 30% United States
withholding tax if the Trustee (or other person who would otherwise be required to withhold tax from
such payments) is provided with an appropriate statement that the beneficial owner of the 2004 Series C
Bonds is a Nonresident. The withholding tax may be reduced or eliminated by an applicable tax treaty, if
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any. Notwithstanding the foregoing, if any such payments are effectively connected with a United States
trade or business conducted by a Nonresident bondowner, they will be subject to regular United States
income tax, but will ordinarily be exempt from United States withholding tax.

ERISA. The Employees Retirement Income Security Act of 1974, as amended (“ERISA”), and
the Code generally prohibit certain transactions between a qualified employee benefit plan under ERISA
or tax-qualified retirement plans and individual retirement accounts under the Code (collectively, the
“Plans”) and persons who, with respect to a Plan, are fiduciaries or other “parties in interest” within the
meaning of ERISA or “disqualified persons” within the meaning of the Code. All fiduciaries of Plans, in
consultation with their advisors, should carefully consider the impact of ERISA and the Code on an
investment in any 2004 Series C Bonds.

IN ALL EVENTS, ALL INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISORS
IN DETERMINING THE FEDERAL, STATE, LOCAL AND OTHER TAX CONSEQUENCES TO
THEM OF THE PURCHASE, OWNERSHIP AND DISPOSITION OF THE 2004 SERIES C BONDS.

General

From time to time, there are legislative proposals in the Congress that, if enacted, could alter or
amend the federal tax matters referred to above or adversely affect the market value of the 2004
Series A/B/C Bonds. It cannot be predicted whether or in what form any such proposal might be enacted
or whether if enacted it would apply to bonds issued prior to enactment. Purchasers of the 2004
Series A/B/C Bonds should consult their tax advisors regarding any pending or proposed tax legislation.
The opinions expressed by Bond Counsel are based upon existing legislation as of the date of issuance
and delivery of the 2004 Series A/B/C Bonds and Bond Counsel has expressed no opinion as of any date
subsequent thereto or with respect to any pending legislation.

Vermont Taxes

The Act provides that bonds and notes of the Agency, including the 2004 Series A/B/C Bonds,
and the interest thereon, are at all times free from all Vermont taxation, franchise fees or special
assessments except for transfer, inheritance and estate taxes. The 2004 Series A/B/C Bonds and the
income therefrom may be subject to taxation under the laws of the states other than the State of Vermont

MISCELLANEOUS

The references herein to the Act, the Resolutions and the Section 8 program are brief outlines of
certain provisions thereof. Such outlines do not purport to be complete and reference is made to the Act,
the Resolutions and the Section 8 program and all regulations and rulings thereunder for full and complete
statements of such provisions. The agreements of the Agency with the holders of the 2004 Series A/B/C
Bonds are fully set forth in the Resolutions and this Official Statement is not to be construed as a contract
with the purchasers of the 2004 Series A/B/C Bonds. So far as any statements are made in this Official
Statement involving matters of opinion, whether or not expressly so stated, they are intended merely as
such and not as representations of fact. Copies of the Act and the Resolutions are on file at the office of
the Agency. The address of the Agency is 164 Saint Paul Street, Burlington, Vermont 05401 and its
telephone number is (802) 864-5743.
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The execution and delivery of this Official Statement by its Executive Director have been duly
authorized by the Agency.

VERMONT HOUSING FINANCE AGENCY

By _/s/Sarah E. Carpenter
Executive Director
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A

P.O. Box 564
Burlington, VT 05402

Independent Auditors’ Report

To the Honorable Elizabeth M. Ready
Auditor of the Accounts of the
State of Vermont and
The Commissioners
Vermont Housing Finance Agency:

We have audited the accompanying statement of net assets of each of the major funds of the Vermont
Housing Finance Agency as of June 30, 2003, and the related statements of revenues, expenses, and
changes in net assets and cash flows for the year then ended. These financial statements are the
responsibility of the Agency’s management. Our responsibility is to express opinions on these financial
statements based on our audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of each of the major funds of the Vermont Housing Finance Agency at
June 30, 2003, and the results of their operations and their cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 2 Vermont Housing Finance Agency adopted the provisions of the
Governmental Accounting Standards Board (GASB) Statement No. 34, Basic Financial
Statements — and Management’s Discussion and Analysis — For State and Local Governments,
GASB Statement No. 37, Basic Financial Statements — and Management’s Discussion and
Analysis — for State and Local Governments:Omnibus, and GASB Statement No. 38, Certain
Financial Statement Note Disclosure, as of July 1, 2002.



The Management’s Discussion and Analysis (MD&A) on pages 3 to 6 is not a required part of the
financial statements but is supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and

presentation of the supplementary information. However, we did not audit the information and
express no opinion on it.

KPMe LLP

September 4, 2003



Management Discussion and Analysis
Vermont Housing Finance Agency
June 30, 2003

This section of the Vermont Housing Finance Agency’s (VHFA or Agency) annual financial report
presents VHFA management’s discussion and analysis of the Agency’s financial performance during the
fiscal year ended June 30, 2003. This report is intended to be read in conjunction with the Agency’s
financial statements and accompanying notes.

The Agency’s financial statements include the operations of the major funds that the Agency has
established to achieve its purpose. The financial transactions of the Agency are recorded in the funds
which consist of a separate set of self-balancing accounts that comprise its assets, liabilities, net assets,
revenues and expenses as appropriate. The Agency is a self-supporting entity and follows enterprise fund
reporting. The Agency is not considered a component unit of the State of Vermont. VHFA is authorized
to issue bonds and notes in amounts up to $900 million outstanding to accomplish its corporate purposes.

This year VHFA implemented a new format for its financial statements to comply with Statement No. 34
of the Governmental Accounting Standards Board (GASB), Basic Financial Statements and
Management’s Discussion and Analysis. The annual financial report consists of three parts: Independent
auditors report; Management’s Discussion and Analysis (MD&A) (this section) and the financial
statements, including notes to the financial statements.

Financial Highlights

Total assets decreased by $85,030,282 or 10.1% from $839,894,006 to $754,863,724 at June 30, 2003
compared to June 30, 2002.

The balance in the outstanding loan portfolio decreased by $49,827,619 or 9.8% from $506,762,827 at
June 30, 2002 to $456,935,208 at June 30, 2003.

Outstanding debt decreased to $667,308,916 from $759,092,459 at the end of the prior year. This
decrease of $91,783,543 amounted to a 12.1% decrease.

Revenues exceeded expenses by $6,693,875, an increase of $1,655,515 or 32.9% over the prior year, of
which $280,273 represented an increase to unrestricted net assets.

The net increase in the fair value of investments was $2,442,524 for the fiscal year ended June 30, 2003
compared to $1,079,648 for the fiscal year ended June 30, 2002. This increase of $1,362,876 represents a
126.2% increase.

Loan loss experience continues to show improvement and for FY03 there was a recovery of $222,738.
This resulted from a reduction in the loss reserve of $561,560, which exceeded actual loan losses of
$338,822. Loan losses exceeded the loss reserve reduction in FY02 by $291,629. The improvement over
the two year period amounts to $514,367.
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Management Discussion and Analysis
Vermont Housing Finance Agency

Redemptions continued at historically high levels due to the high rate of prepayments experienced.
VHFA redeemed bonds over and above scheduled bond maturities totaling $67,470,000 compared to

$58,365,000 during FY02.

Interest earnings on bond program funds are limited to bond costs by U. S. Department of Treasury
regulations. Accumulated excess earnings in the amount of $2,417,314 at June 30, 2003 have been
deducted from investment earnings compared to $1,203,295 at June 30, 2002.

Financial Analysis

The following table summarizes the changes in assets, liabilities and net assets between June 30, 2003 and

2002.

Assets
Cash and investments
Loans receivable
Other assets

Total assets

Liabilities
Bonds and notes payable
Other liabilities

Total liabilities

Net assets
Restricted
Unrestricted

Total net assets

2003 2002
281,664,242 317,799,936
456,935,208 506,762,827

16.264.274 15,331,243
754,863,724 839,894,006
667,308,916 759,092,459

10,091,660 10,032,274
677,400,576 769,124,733

68,004,664 61,608,722
9,458,484 9,160,551
77,463,148 70,769,273

Change

(36,135,694)
(49,827,619)

933,031
(85,030,282)

(91,783,543)
59.386
(91,724,157)

6,395,942
297,933
6,693,875

Percentage

-11.4%
-9.8%
6.1%
-10.1%

-12.1%
0.6%
-11.9%

10.4%
3.3%

9.5%



Management Discussion and Analysis
Vermont Housing Finance Agency
June 30, 2003

The following table summarizes the changes in revenues and expenses between fiscal years 2003 and
2002.

2003 2002 Change Percentage
Revenues
Interest on loans 36,472,268 37,250,253 (777,985) -2.1%
Interest on investments 13,331,139 15,973,594 (2,642,455) -16.5%
Increase in fair value-investments 2,442,524 1,079,648 1,362,876 126.2%
Fee income 550,219 704,055 (153,836) -21.8%
Other revenues 374,356 174,903 199.453 114.0%
Total revenues 53,170,506 55,182,453 (2,011,947) -3.6%
Expenses
Financing costs 41,067,868 44,077,051 (3,009,183) -6.8%
Operational expenses 3,767,871 3,532,080 235,791 6.7%
Mortgage servicing 1,168,464 1,350,683 (182,219) -13.5%
Loan loss provision (222,738) 291,629 (514,367) -176.4%
Loss on bond redemptions 695,166 892,650 (197.484) -22.1%
Total expenses 46,476,631 50,144,093 (3,667,462) -7.3%
Excess revenues 6,093,875 5,038,360 1,655,515 32.9%
Debt Administration

VHFA is a significant debt issuer, having outstanding at June 30, 2003 over $667 million of bonds and
notes, all subject to the debt limit of $900 million. VHFA bond funds are held by a trustee, who ensures
that bond resolution requirements are met including payments of debt service. Most of the debt issued by
the Agency is tax-exempt and issued under the Internal Revenue Code and Treasury regulations governing
either mortgage revenue bonds or residential rental projects.

Moody’s Investors Service affirms a general obligation rating of A2 for VHFA. All bond issues are rated
by Moody’s Investors Service and Standard and Poor’s with a minimum stand alone rating of single A.
Many VHFA bond issues carry bond insurance, which upgrades the bond ratings to AAA.



Management Discussion and Analysis
Vermont Housing Finance Agency
June 30, 2003

A total of $131,688,543 of bond and note principal payments were made during FY03. Of this amount
$67,470,000 represented retirement prior to scheduled maturity using a combination of optional and
special redemption provisions.

Contacting the Agency’s Financial Management

This financial report is designed to provide a general overview of the Agency’s operations and insight
into the financial statements. If you have questions about this report or need additional financial
information, please contact the Chief Financial Officer at Vermont Housing Finance Agency, 164 St. Paul
Street, Burlington, VT 05401 or visit our website at www.vhfa.org.



VERMONT HOUSING FINANCE AGENCY

Assets:
Current assets:

Cash and cash equivalents

Restricted cash and cash equivalents

Investments

Restricted investments

Accrued interest receivable:
Mortgage and construction loans and notes
Investments

Mortgage and construction loans and
notes receivable, current

Deferred bond issuance costs

Receivables and prepaid expenses, current

Interfund receivables (payables)

Total current assets

Noncurrent assets:

Restricted investments

Mortgage and construction loans and notes
receivable, noncurrent

Deferred bond issuance costs, net

Deferred mortgage origination fees, net

Receivables and prepaid expenses, noncurrent

Land

Building (less accumulated depreciation
of $212,677)

Office furniture and fixtures (less
accumulated depreciation of $778,244)

Other assets and real estate owned

Total noncurrent assets
Total assets
Liabilities:
Current liabilities:
Bonds payable, current
Net bond and note premium (discount) expense, current
Deferred loan origination fees, current
Accounts payable
Escrowed cash deposits

Notes payable, current
Accrued interest payable

Total current liabilities

Noncurrent liabilities:
Bonds payable, noncurrent
Unamortized discount on bonds, net
Notes payable, noncurrent
Deferred loan origination fees, noncurrent

Total noncurrent liabilities
Total liabilities
Commitments and contingencies (note 12)

Net assets:
Invested in capital assets
Restricted
Unrestricted

Total net assets

See accompanying notes to financial statements.

Statement of Net Assets

June 30, 2003

Single-Family

Multi-Family

Operating Mortgage Mortgage General
Fund Program Fund Program Fund  Obligation Fund Total

$ 4,824,140 — — 4,824,140
— 164,287,775 22,405,091 24,199 186,717,065

100,000 — — 100,000

— 33,000,000 — 33,000,000
1,065,453 1,762,169 436,754 — 3,264,376
3,341 2,190,624 438,018 16 2,631,999
766,037 6,314,051 4,967,817 — 12,047,905

— 6,201 57,097 — 63,298

108,286 442,110 789,550 — 1,339,946
2,812,213 (274,960) (4,651,493) 2,114,240 —
9,679,470 207,727,970 24,442,834 2,138,455 243,988,729
— 47,106,106 9,916,931 — 57,023,037
13,894,640 330,338,490 100,654,173 — 444,887,303
— 2,346,112 929,659 827 3,276,598

87,609 815,899 — 903,508

— 1,883,947 — 1,883,947
775,000 — — 775,000
788,157 — — 788,157
343,978 — — 343,978

— 690,915 302,552 — 993,467
15,889,384 383,181,469 111,803,315 827 510,874,995
$ 25,568,854 590,909,439 136,246,149 2,139,282 754,863,724
$ 6,347 8,135,000 5,118,913 — 13,260,260
— (64,341) (119,823) 2,075 (182,089)

21,098 — 2,089 — 23,187
506,910 3,005,451 90,544 — 3,602,905
3,294,920 3,175 556,377 — 3,854,472
121,296 33,000,000 1,950,000 35,071,296
65,274 4,917,940 2,057,835 26,076 7,067,125
4,015,845 48,997,225 7,705,935 1,978,151 62,697,156
586,890 500,405,000 106,597,885 — 607,589,775
— (2,844,107) (1,578,423) — (4,422,530)
11,387,585 — — 11,387,585
120,050 — 28,540 — 148,590
12,094,525 497,560,893 105,048,002 — 614,703,420
16,110,370 546,558,118 112,753,937 1,978,151 677,400,576
1,907,135 — — 1,907,135
— 44,351,321 23,492,212 161,131 68,004,664
7,551,349 — — 7,551,349
$ 9,458,484 44,351,321 23,492,212 161,131 77,463,148




VERMONT HOUSING FINANCE AGENCY
Statement of Revenues, Expenses, and Changes in Net Assets
Year ended June 30, 2003

Single-Family Multi-Family

Operating Mortgage Mortgage General
Fund Program Fund Program Fund  Obligation Fund Total
Operating revenues:
Interest income:
Mortgage and construction
loans receivable $ 939,115 26,422,860 8,771,419 338,874 36,472,268
Investments — 12,065,386 1,213,964 34,415 13,313,765
Fee income:
Multi-Family Mortgage Program:s 410,467 — 98,512 — 508,979
Single Family Mortgage Program: 41,107 133 — — 41,240
Net increase in fair value of investments — 2,314,423 443,030 — 2,757,453
Miscellaneous income 59,427 — — — 59,427
Total operating revenues 1,450,116 40,802,802 10,526,925 373,289 53,153,132

Operating expenses:
Financing costs, including interest anc
amortization of premium, discount,
and costs of issuance 657,468 33,381,591 6,802,404 226,405 41,067,868
Mortgage service and contract

administration fees — 1,168,464 — — 1,168,464
Salaries and benefits 2,344,195 — — — 2,344,195
Operating expenses 1,019,208 — 63,966 — 1,083,174
Professional fees 109,617 — — — 109,617
Trustee and assignee fees 230,885 — — — 230,885
Property disposition and loan loss

expenses (recoveries) — (222,738) — — (222,738)
Loss on bond redemptions — 695,166 — — 695,166

Total operating expenses 4,361,373 35,022,483 6,866,370 226,405 46,476,631

Operating income (loss) (2,911,257) 5,780,319 3,660,555 146,884 6,676,501
Non-operating revenues:

Interest income on investments 17,374 — — — 17,374

Income (loss) before transfers (2,893,883) 5,780,319 3,660,555 146,884 6,693,875

Transfers to operating fund 3,672,917 (2,884,417) (788,500) — —

Transfers from operating fund (481,101) 481,101 — — —

Increase in net assets 297,933 3,377,003 2,872,055 146,884 6,693,875

Net assets at beginning of year 9,160,551 40,974,318 20,620,157 14,247 70,769,273

Net assets at end of year $ 9,458,484 44,351,321 23,492,212 161,131 77,463,148

See accompanying notes to financial statements.



VERMONT HOUSING FINANCE AGENCY
Statement of Cash Flows

Year ended June 30, 2003

Single-Family Multi-Family

Operating Mortgage Mortgage General
Fund Program Fund Program Fund  Obligation Fund Total
Cash flows from operating activities:
Interest collections on mortgages $ 848,975 26,907,721 8,137,928 364,918 36,259,542
Principal collections on mortgages 2,164,655 100,632,092 23,119,675 10,557,675 136,474,097
Purchases of mortgages (3,202,912) (54,715,110) (25,139,264) (5,186,852) (88,244,138)
Purchases of down payment assistance mortgages — (457,576) — — (457,576)
Fee income and other receipts 705,096 133 98,356 — 803,585
Salaries and benefit payments (2,343,188) — — — (2,343,188)
Operating expense payments (1,288,985) — (113,599) — (1,402,584)
Service fee and other payments (116,010) (1,148,792) — — (1,264,802)
Transfers from (to) other programs 3,330,395 (4,176,868) 2,982,723 (2,136,250) —
Net cash provided by
operating activities 98,026 67,041,600 9,085,819 3,599,491 79,824,936
Cash flows from investing activities:
Purchases of investments (100,000) — — — (100,000)
Proceeds from sales and maturities of investments 100,000 35,322,081 1,670,319 — 37,092,400
Interest received on investments 37,755 12,024,495 1,163,175 38,947 13,264,372
Decrease in escrowed cash deposits (53,638) — — — (53,638)
Cost of real estate owned — (955,460) — — (955,460)
Proceeds from sales of real estate owned — 3,045,741 — — 3,045,741
Purchase of office furniture and fixtures (190,340) — — — (190,340)

Net cash provided by (used for)
investing activities (206,223) 49,436,857 2,833,494 38,947 52,103,075

Cash flows from noncapital financing activities:

Net proceeds from issuance of bonds payable — 32,024,939 7,530,000 — 39,554,939
Principal payments on bonds (6,347) (73,870,000) (14,359,675) — (88,236,022)
Interest payments on bonds (660,575) (33,631,424) (6,780,676) (354,618) (41,427,293)
Proceeds from issuance of notes payable 375,000 — — — 375,000
Repayment of notes payable (112,521) (35,000,000) — (8,340,000) (43,452,521)
Payments to bond insurers — (308,877) (22,103) — (330,980)
Payments for cost of issuance (113,173) (160,947) — (37,762) (311,882)
Net cash used for noncapital
financing activities (517,616) (110,946,309) (13,632,454) (8,732,380) (133,828,759)
Net increase (decrease) in cash and
cash equivalents (625,813) 5,532,148 (1,713,141) (5,093,942) (1,900,748)
Cash and cash equivalents at beginning
of year 5,449,953 158,755,627 24,118,232 5,118,141 193,441,953
Cash and cash equivalents at end of year $ 4,824,140 164,287,775 22,405,091 24,199 191,541,205

9 (Continued)



VERMONT HOUSING FINANCE AGENCY
Statement of Cash Flows
Year ended June 30, 2003

Single-Family Multi-Family

See accompanying notes to financial statements.

Operating Mortgage Mortgage General
Fund Program Fund Program Fund  Obligation Fund Total
Reconciliation of cash flows from operating activities:
Operating income (loss) $ (2,911,257) 5,780,319 3,660,555 146,884 6,676,501
Adjustments to reconcile operating income (loss)
to net cash provided by operating activities:
Net asset transfers from (to) other programs 3,191,816 (2,403,316) (788,500) — —
Depreciation 172,680 — — — 172,680
Amortization of (discounts) premiums
on bonds and notes payable — 13,616 119,201 (49,795) 83,022
Amortization of costs of bond issuance — 79,988 53,597 44,951 178,536
Amortization of deferred income (4,952) — — — (4,952)
Losses on loans and real estate owned — 388,673 — — 388,673
Provision for loan losses — (561,558) — — (561,558)
Net increase in fair value of investments — (2,310,249) (132,275) — (2,442,524)
Loss on bond redemptions — 695,166 — — 695,166
Gain on sale of investments — 4,174) (310,755) — (314,929)
Investment interest income 113,173 (12,065,386) (1,330,306) (38,947) (13,321,466)
Bond interest expense (17,374) 32,598,896 6,609,345 231,249 39,422,116
Changes in mortgage loans receivable (380,789) 45,458,779 (1,561,087) 5,370,823 48,887,726
Changes in assets and liabilities:
Decrease (increase) in other assets — 311,887 (302,552) — 9,335
Decrease (increase) in accrued interest
receivable (91,049) 443,970 (4,522) 30,576 378,975
Increase in other receivables
and prepaid expenses (8,201) (461,054) (766,919) — (1,236,174)
Decrease (increase) in interfund
receivables and payables 138,579 (1,773,552) 3,771,223 (2,136,250) —
Decrease (increase) in escrow
cash deposits — 980 (114,592) — (113,612)
Decrease (increase) in deferred
mortgage origination fees, net 20,875 (358,850) — — (337,975)
Decrease in deferred income — — 158,039 — 158,039
Increase (decrease) in accounts payable (125,475) 1,207,465 25,367 — 1,107,357
Net cash provided by
operating activities 98,026 67,041,600 9,085,819 3,599,491 79,824,936
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VERMONT HOUSING FINANCE AGENCY
Notes to Financial Statements

June 30, 2003

Authorizing Legislation and Nature of Funds

(@)

(b)

Authorizing Legislation

Vermont Housing Finance Agency (the Agency) was created as a body politic and corporate of the
State of Vermont by an Act of the General Assembly approved on April 11, 1974 (the Act). The
purpose of the Agency is to promote the expansion of the supply of funds available for mortgages on
residential housing and to encourage an adequate supply of safe and decent housing at reasonable
costs. The Agency is not a component unit of the State of Vermont, but is classified as a related
organization of the State of Vermont. The State of Vermont appoints a majority of the Agency’s
board of commissioners but the State of Vermont is not financially accountable for the Agency.

The Agency is empowered by the Act and subsequent amendments to issue bonds and notes in an
amount not to exceed $900,000,000 outstanding at any one time. Instruments so issued do not
constitute a debt or obligation of the State of Vermont and are payable solely from revenues or assets
of the Agency.

The State of Vermont has pledged and agreed with the holders of bonds and notes of the Agency not
to impair in any way the rights and remedies of such holders until the bonds and notes are fully
discharged.

Basis of Presentation and Nature of Funds

The financial statements are presented on a program basis, combining the various restricted accounts
required by each bond resolution into groups that account for the various bonds issued, related costs
of issuance and debt service activity and the investment and related earnings of the bond proceeds in
mortgages or loans and temporary investments and the maintenance of certain reserve fund
requirements — all under the specific requirements of each resolution.

These accounts are in turn grouped by major fund as described below for the Single Family
Mortgage Program fund, the Multi-family Mortgage Program fund, General Obligation fund, and the
unrestricted Operating fund of the Agency.

(i) Operating Fund

This fund derives its revenue principally from fees and interest from mortgage lenders and
mortgagors and investment income. Operating expenses of the Agency are paid from this fund.

Transfers from program funds to the Operating Fund represent amounts allowed to be
transferred pursuant to the terms of the Agency’s bond resolutions.

(ii) Single Family Mortgage Program Fund

This fund has been established under the Single Family Insured Mortgage Bond Resolution
adopted in September 1976, the Single Family Mortgage Purchase Bond Resolution adopted in
June 1978, the Home Mortgage Purchase Bond Resolution adopted in July 1983 and the Single
Family Housing Bond Resolution adopted in September 1990. Monies from these programs
have been used by the Agency to purchase mortgage loans on single family residential housing
units for persons and families of low and moderate income in Vermont.

11 (Continued)
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(iii) Multi-Family Mortgage Program Fund

(iv)

This fund has been established under the Multi-Family Mortgage Bond Resolution adopted in
February 1977, the Multi-Family Housing Bond Resolution adopted in September 1981, and
various Individualized Taxable and Tax Exempt Bond Resolutions adopted between
December 1985 and February 2003. Monies from these programs are used by the Agency to
make and finance mortgage loans to sponsors of multi-family residential housing units for
persons and families of low and moderate income within the State of Vermont.

Under various bond resolutions of the Agency, certain amounts from bond proceeds are
required to be set aside and maintained for potential debt service requirements in trusteed
accounts. As of June 30, 2003, reserve requirements totaled $22,264,816 for the Single Family
Mortgage Programs and $9,539,315 for the Multi-Family Mortgage Programs. Amounts
actually held in trusteed accounts as of June 30, 2003 exceeded the required balances in all
cases.

General Obligation Fund

This fund has been established under the General Obligation Indenture adopted in
January 2002, and are being used to provide construction loans to multi-family projects.

Additional Program Information

Balance sheet and operating data of the Agency’s Single Family and Multi-Family Mortgage
Programs are delineated as follows:

Balance sheet data

Total assets Bonds payable Net assets
Insured Mortgage Program $ 3,568,289 — 3,567,998
Mortgage Purchase Program 157,599 — 157,575
Home Mortgage Purchase Program 50,268,023 29,520,000 20,438,262
Housing Program 536,915,528 479,020,000 20,187,486
Total Single Family
Mortgage Program Fund 590,909,439 508,540,000 44,351,321
Mortgage Program 77,187,134 69,205,000 6,737,499
Housing Program 37,225,611 22,330,000 15,102,063
Direct Placement Programs 13,808,489 13,446,798 286,287
Housing Development Program 8,024,915 6,735,000 1,366,363
Total Multi-Family
Mortgage Program Fund 136,246,149 111,716,798 23,492,212

12
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Operating data
Financing and Operating
Revenues related costs income (loss)
Insured Mortgage Program $ 123,551 414 120,417
Mortgage Purchase Program 8,785 71 8,954
Home Mortgage Purchase Program 4,710,216 2,485,586 2,343,457
Housing Program 35,960,250 30,895,520 3,307,491
Total Single Family
Mortgage Program Fund $ 40,802,802 33,381,591 5,780,319
Mortgage Program $ 5,110,767 3,911,405 1,135,396
Housing Program 3,737,167 1,430,307 2,306,860
Direct Placement Programs 903,361 912,532 9,171)
Housing Development Program 775,630 548,160 227,470
Total Multi-Family
Mortgage Program Fund $ 10,526,925 6,802,404 3,660,555

Summary of Significant Accounting Policies

(a)

(b)

Basis of Accounting

The Agency’s financial statements have been prepared on the accrual basis of accounting using the
economic resource management focus. Accordingly, the Agency recognizes revenue in the period
earned and expenses in the period incurred.

As permitted under Statement of Governmental Accounting Standards No. 20, the Agency has
elected not to apply Statements of Financial Accounting Standards issued after November 30, 1989.

The Agency adopted GASB Statement No. 34, Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments (Statement No. 34) in 2003 (as amended
by GASB Statements No. 37 and No. 38). Statement No. 34 requires the Agency to make several
changes to the presentation of its basic financial statements in addition to requiring the section for
Management’s Discussion and Analysis as required supplementary information to precede the
financial statements. In order to comply with the requirements of Statement No. 34, in 2003 the
statement of net assets was modified to report a classified statement of net assets; the statement of
revenues, expenses, and changes in net assets was formatted to report operating and nonoperating
revenues and expenses; and the statement of cash flows was prepared using the direct method.

When both restricted and unrestricted net assets are available and appropriate to fund an expense, the
Agency’s practice is to use unrestricted net assets.

Cash Equivalents

The Agency considers all highly liquid investments with original maturities of three months or less
to be cash equivalents.
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VERMONT HOUSING FINANCE AGENCY
Notes to Financial Statements

June 30, 2003

Mortgage Loans Receivable

Mortgage loans receivable are carried at their uncollected principal balances less an allowance for
loan losses on mortgages. The loan loss allowances are established based on historical loss
experience. Future additions to the allowance may be necessary based on changes in economic
conditions. At June 30, 2003, the allowance for loan losses totaled $856,155, relating to Single
Family mortgages.

Investments

The Agency follows the provisions of GASB No. 31, Accounting and Financial Reporting for
Certain Investments and for External Investment Pools. GASB No. 31 requires investments to be
reported at fair value in the statement of net assets. The net increase (decrease) in the fair value of
investments, including both realized and unrealized gains and losses, is recognized in the statement
of revenues, expenses, and changes in net assets. Fair values of investments are based upon quoted
market prices.

Depreciation

The Agency records purchases of its building and office furniture and fixtures at cost and amortizes
that cost over the estimated useful lives of the assets, which are generally forty years for the building
and five years for furniture and fixtures, using the straight-line method.

Costs of Bond Issuance and Discount or Premium

Bond discount, which represents underwriters’ fees and costs of bond issuance on bonds payable and
premiums on bonds and notes payable, are amortized over the lives of the respective issues using the
straight-line method.

Income Tax Status

The Agency is exempt from Federal and state income taxes.

Deferred Loan Origination Fees and Costs

Loan origination fees and certain related costs are deferred and amortized over the estimated lives of
the respective loans.

Arbitrage to be Rebated

Bonds issued by the Agency are subject to a variety of Internal Revenue Service (IRS) regulations
which limit the amount of income which may be earned with nonmortgage investments to an amount
not greater than that amount which would have been earned had the funds been invested at the yield
on the bonds as defined by the IRS. Excess earnings must be rebated every five years.

At June 30, 2003, the estimated present value of future arbitrage rebates in the Single-Family
Mortgage Program fund was $2,417,314, all of which was recognized as a reduction in investment
income and included in accounts payable in fiscal year 2003. There are no other arbitrage liabilities
to be rebated in the other fund groups at June 30, 2003.
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() Operating and Nonoperating Revenues and Expenses

The Agency records all revenues and expenses related to its Single Family and Multi-Family loan
programs as operating revenues and expenses since they are generated from the Agency’s daily
operations needed to carry out its statutory purposes. Investment income in the Operating Fund is
recorded as nonoperating revenue while investment income in all other funds is recorded as
operating.

(k)  Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires estimates and assumptions that affect the reported
amount of the assets and liabilities and contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Cash, Cash Equivalents, and Investments

For mortgage program investments, bond resolution requirements mandate specific classes of investment
vehicles. Qualified investments are: direct obligations of the United States of America; obligations
unconditionally guaranteed by the United States of America; indebtedness issued by certain Federal
agencies; bank time deposits evidenced by certificates of deposits insured by the FDIC and, if in excess of
insured limits, collateralized in full by the aforementioned Federal government investments; obligations of
the State of Vermont, and/or Federal or state insured mortgages; collateralized repurchase agreements
secured by obligations of the Federal government with the collateral held by or at the direction of the
appropriate trustee; and, investment agreements with banks or bank holding companies rated in the top
categories by nationally recognized rating agencies.

Cash and cash equivalents are defined to be actual cash or investments which have original maturities of
three months or less. This category also includes mortgage payments which are in transit to the trustee to
be invested in collateralized repurchase agreements. Investments are comprised of short-term investments
other than cash equivalents that mature in one year or less, and long-term investments with maturities in
excess of one year. At June 30, 2003, gross unrealized gains and gross unrealized losses pertaining to these
investments amounted to $8,000,649 and $1,808, respectively.
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Cash and Cash Equivalents

The Agency’s cash and cash equivalents at June 30, 2003 are categorized below to give an indication of
the level of custodial credit risk assumed. Category 1 includes deposits insured by Federal depository
insurance. Category 2 includes deposits collateralized with securities held by the pledging financial
institution or the Agency’s trustee and registered in the Agency’s name. Category 3 represents
uncollateralized or uninsured deposits.

Category
1 2 3 Fair value
Cash $ 1,410,662 731,980 2,437,462 4,580,104
Investment agreements with
financial institutions — 114,923,056 — 114,923,056
$ 1,410,662 115,655,036 2,437,462 119,503,160
Investment agreements with
insurance companies 33,341,924
Money market accounts 38,696,121

5 _191.541205

The bank balance of the Agency’s cash at June 30, 2003 was $4,775,574. The difference between the
carrying amount and the bank balance represents outstanding deposits net of outstanding checks.

The money market accounts are invested in a portfolio of short-term U.S. Treasury obligations.

Investment agreements are structured for both short-term and long-term use in connection with the
Agency’s Single Family Mortgage programs. Financial institutions providing the agreements have been
rated by Standard and Poor’s Corporation and Moody’s Investors Service, Inc. at debt ratings of A or

higher.

Investments

A summary of fair value of the Agency’s investments at June 30, 2003 is as follows:

Fair value
U.S. Treasury and Government Agency
securities $ 27,457,144
Certificate of deposit 100,000
Investment agreements 61,970,288
Common stock 595,605
$ 90,123,037

The certificate of deposit is insured by Federal depository insurance. The U.S. Treasury and Government
Agency securities are held by a third party custodian in the name of the Agency’s trustee. The common
stock was received as a benefit of holding certain investment agreements.
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Mortgage and Construction Loans Receivable
(a) Single Family Mortgage Loans Receivable

Single Family mortgage loans earn interest at annual rates ranging predominantly from 6.30% to
10.5%. Mortgage payments are received monthly by the Agency from which a service fee is
generally retained by servicing lenders and the subservicer.

At June 30, 2003, approximately 90% of the Single Family mortgage portfolios consist of primary
insured mortgages.

Conventional mortgage loans, not requiring primary insurance, are limited to 75% of the appraised
value of the property.

(b) Multi-Family Mortgage Loans and Construction Loans Receivable

Multi-Family mortgage loans receivable earn interest at annual rates ranging predominantly from 2%
to 14%, and are collateralized by first mortgage liens on all real and personal property of the
mortgaged premises. As of June 30, 2003, $280,504 of the Multi-Family mortgage loans receivable
under the Multi-Family Housing Program were financed from funds transferred from the Agency’s
General Fund, which includes interest for the initial three-year period during which no payments
were required to be made.

Real Estate Owned

Real estate owned at June 30, 2003 consists of properties held pending sale as a result of foreclosure by the
Agency. Real estate owned is carried at the lower of cost or fair market value less estimated costs to sell. A
valuation allowance has been established to account for the reduction in value of properties held. At
June 30, 2003, the valuation allowance totaled $300,746.

During fiscal year 2003, the Agency recorded noncash investing transactions totaling $1,701,343 in
transfers of Single-Family Mortgage Program loans receivable to real estate owned.

Escrowed Cash Deposits

Escrowed cash deposits are received primarily from multi-family housing developers at the time the
Agency makes permanent mortgage loans. Escrowed deposits are governed by agreements, and released
upon satisfactory compliance with their terms.

Bonds Payable

All bonds payable are general or special obligations of the Agency and are collateralized by the revenues,
loans, funds, and investments pledged pursuant to the respective bond resolutions. Interest is payable
semi-annually. All bonds are subject to redemption after various dates at prices ranging from 100% to
103% of par value.
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Outstanding bonds payable at June 30, 2003 are as follows:

A. Single Family Mortgage Program Fund:
Home Mortgage Purchase Program:

18

1989 Series B, maturing 2003 to 2024, interest at 7.4% to 7.6% $ 29,520,000

Housing Program:
Series 1, maturing 2003 to 2025, interest at 6.25% to 6.8% 3,020,000
Series 3, maturing 2003 to 2025, interest at 6.1% to 6.875% 10,890,000
Series 4, maturing 2003 to 2025, interest at 5.9% to 6.40% 21,205,000
Series 5, maturing 2003 to 2027, interest at 5.8% to 7.0% 18,825,000
Series 6, maturing 2003 to 2031, interest at 5.2% to 7.2% 35,300,000
Series 7, maturing 2003 to 2031, interest at 5.2% to 6.3% 33,380,000
Series 8, maturing in 2031, interest at 6.05% 25,625,000
Series 9, maturing 2003 to 2037, interest at 4.1% to 6.0% 53,570,000
Series 10, maturing 2003 to 2030, interest at 3.8% to 5.25% 28,795,000
Series 11, maturing 2003 to 2030, interest at 4.45% to 5.95% 20,495,000
Series 12, maturing 2003 to 2031, interest at 4.85% to 6.4% 25,105,000
Series 13, maturing 2003 to 2031, interest at 4.6% to 5.97% 31,575,000
Series 14, maturing 2004 to 2032, interest at 3.75% to 6.05% 30,665,000
Series 15, maturing 2003 to 2032, interest at 3.2% to 5.375% 32,225,000
Series 16, maturing 2004 to 2033, interest at 3.1% to 5.6% 76,345,000
Series 17, maturing 2005 to 2034, interest at 1.85% to 5.1% 32,000,000

Total Housing Program 479,020,000
Total Single Family Mortgage Program Fund 508,540,000

Multi-Family Mortgage Program Fund:

Mortgage Program:
1999 Series A, maturing 2004 to 2020, interest at 4.0% to 5.125% 4,530,000
1999 Series B, maturing 2004 to 2030, interest at 4.6% to 6.0% 3,995,000
1999 Series C and D, maturing 2004 to 2021, interest at 4.55% to 5.8% 28,555,000
2000 Series A, maturing in 2039, interest at 5.9% 5,220,000
2000 Series B, C, and D, maturing 2014 to 2031, interest at 5.65% to 6.7% 3,355,000
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2001 Series A, B, C, and D, maturing 2031 to 2032, interest at 3.85%
to 7.27%

2002 Series A and B, maturing 2003 to 2039, interest at 2.2% to 7.2%

2003 Series A, maturing 2023 to 2043, interest at 1.3% to 5.25%

Total

Housing Program:
1995 Series A, maturing 2004 to 2014, interest at 5.35% to 6.15%
1997 Series A, maturing 2004 to 2029, interest at 4.6% to 5.75%

Total

Direct Placement Programs:
Canterbury Inn Housing Program:
1986 Series A, maturing 2003 to 2011, interest at 4.95% through 2004,
variable to maturity at rate of 95% of Eleven General Obligation Bond
Index

Northgate Housing Program:
Eleven series of bonds, issued December 1989, maturing 2003 to 2031,
interest at 7.085% to 9.23%

Highgate Housing Program:
Two series of bonds, issued May 1991, maturing 2003 to 2031, interest at
6.45% to 7.741%

St. Johnsbury Housing Development Bond:
Taxable bond, issued August 1990, maturing 2003 to 2005, interest at 7.5%

Pine Meadow Development Bond:
Taxable bond, issued July 1991, maturing 2004 to 2016, interest at 6%

Whitney Hill Housing Development Bond:
Taxable bond, issued January 1992, maturing 2003 to 2007, interest at 9%

Kilbourn Mobile Home Park Bond:
Taxable bond, issued May 1996, maturing 2003 to 2016, interest at 7.5%

Black River Overlook Housing Project Bond:

Taxable bond, issued September 1998, maturing 2003 to 2018, interest at 8%

Upper Valley Housing Bond:
Issued February 2003, maturing 2004, interest at 1.6%

Total
Winchester Housing Development Program:
1989 Series A, maturing 2009 to 2016, interest at 7.6% to 7.75%
Total Multi-Family Mortgage Program Fund
Operating Fund:

Northgate Housing Site Acquisition, issued December 1989, maturing 2003
to 2031, interest at 7%

Total bonds payable

19

5,785,000
12,335,000
5,430,000

69,205,000

16,620,000
5,710,000

22,330,000

268,800

7,457,567

1,859,991

365,600

436,400

1,123,800

227,600

307,040

1,400,000

13,446,798

6,735,000

111,716,798

593,237

620,850,035
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Future maturities on bonds payable (in 000’s) as of June 30, 2003 are as follows:

Multi-Family Mortgage Program Fund

Direct Housing
Mortgage Program Housing Program Placement Programs Development Program
Principal Interest Principal Interest Principal Interest Principal Interest

Year ending June 30:

2004 $ 1,730 3,847 1,375 1,304 1,734 912 280 513
2005 1,890 3,812 1,455 1,231 362 869 305 498
2006 1,980 3,718 1,540 1,152 389 840 325 474
2007 2,090 3,617 1,630 1,068 1,546 725 350 450
2008 2,200 3,508 1,730 976 452 675 380 393
2009-2013 12,895 15,632 9,395 3,172 2,019 2,864 2,375 1,633
2014-2018 14,695 11,730 1,740 1,209 2,181 2,159 2,720 492
2019-2023 12,035 7,339 1,300 854 1,630 1,388 — —
2024-2028 5,880 5,097 1,750 433 1,631 873 — —
2029-2033 6,685 3,188 415 24 1,503 212 — —
2034-2038 5,035 1,494 — — — — — —
2039-2043 2,090 188 — — — — — —
Total $ 69,205 63,170 22,330 11,423 13,447 11,517 6,735 4,453

Single Family Mortgage Program Fund

Home Mortgage
Purchase Program Housing Program Operating Fund Agency Totals
Principal Interest Principal Interest Principal Interest Principal Interest
Year ending June 30:

2004 $ 525 2,227 7,610 25,176 6 42 13,260 34,021
2005 570 2,187 8,575 26,169 7 41 13,164 34,807
2006 615 2,144 8,415 25,798 8 41 13,272 34,167
2007 660 2,098 8,665 25,409 8 40 14,949 33,407
2008 705 2,048 8,925 25,004 9 39 14,401 32,643
2009-2013 4,440 9,339 53,565 117,895 55 187 84,744 150,722
2014-2018 6,435 7,336 79,970 100,304 77 165 107,818 123,395
2019-2023 9,310 4,433 99,380 74,606 108 134 123,763 88,754
2024-2028 6,260 583 117,295 42,860 151 90 132,967 49,936
2029-2033 — — 82,570 11,148 164 30 91,337 14,602
2034-2038 — — 4,050 234 — — 9,085 1,728
2039-2043 — — — — — — 2,090 188
Total $ 29,520 32,395 479,020 474,603 593 809 620,850 598,370

A one year historical summary of bonds payable, discount on bonds and premium on bonds (in 000’s) for

the year ended June 30, 2003 is as follows:

Balance at Balance at Amounts due  Amounts due
June 30, 2002 Increases Decreases June 30,2003 within one year thereafter
Bonds payable $ 669,556 39,530 (88,236) 620,850 13,260 607,590
Discount on bonds (6,545) (245) 760 (6,030) (275) (5,754)
Premium on bonds 1,191 270 (117) 1,343 48 1,294
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Notes Payable

The Agency may borrow from the Federal Home Loan Bank (FHLB) in an amount not to exceed assets
pledged to the FHLB. As of June 30, 2003, the Agency had outstanding borrowings totaling $6,658,881
which are secured by investments and mortgage loans with a carrying value of $8,104,149. These
borrowings have interest rates ranging from 6.32% to 7.66% and mature through November 2018.

The Agency is operating under an unsecured variable rate line of credit of $7,500,000 with Banknorth N.A.
expiring in November 2004. At June 30, 2003, there was a $4,750,000 balance outstanding at 1.86%.

The Agency has a $100,000 note payable to the Vermont Community Foundation at a rate of 4%, maturing
in November 2006.

As of June 30, 2003, the Agency had $33,000,000 of notes payable in the Single Family Housing Program
fund. These notes have interest rates ranging from 3.75% to 4.0% and mature between September 2003
and March 2004. The proceeds of these notes are invested in guaranteed investment contracts.

As of June 30, 2003, the Agency had $1,950,000 of General Obligation fund notes payable. These notes
have an interest rate of 2.9% and mature in July 2003. The proceeds were used to fund construction loans.

Future maturities on notes payable (in 000’s) as of June 30, 2003 are as follows:

Single Family

Operating Fund Houusing Program General Obligation Agency Total
Principal Interest Principal Interest Principal Interest Principal Interest
Year ending June 30:

2004 $ 121 561 33,000 756 1,950 28 35,071 1,346
2005 4,907 492 — — — — 4,907 492
2006 142 452 — — — — 142 452
2007 253 439 — — — — 253 439
2008 164 426 — — — — 164 426
2009-2013 1,222 1,894 — — — — 1,222 1,894
2014-2018 3,433 1,135 — — — — 3,433 1,135
2019-2023 1,267 67 — — — — 1,267 67
Total $ 11,509 5,466 33,000 756 1,950 28 46,459 6,251

A one year historical summary of the line of credit borrowings, notes payable and premium on notes
payable (in 000’s) for the year ended June 30, 2003 is as follows:

Balance at Balance at Amounts due  Amounts due
June 30, 2002 Increases Decreases June 30,2003 within one year thereafter
Short-term obligations:
Line of credit $ 4,375 375 — 4,750 — 4,750
Long-term obligations:
Notes payable 85,161 — (43,452) 41,709 35,071 6,638
Premium on notes payable 233 — (151) 82 45 37
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Asset Restrictions

Pursuant to the Act and agreements with bondholders and other parties, the Agency’s assets are pledged to
secure specific obligations or are otherwise restricted.

Programs which are financed by the issuance of bonds are accounted for separately in accordance with
each of the general bond resolutions. Program assets and revenues are pledged to bondholders. Revenues
in excess of required amounts are available to be transferred to the Operating Fund.

Amounts transferred to the Operating Fund from the bond resolutions are free and clear of any lien or
pledge created by the bond resolutions, and may be used for any lawful purpose under the Act, including
payments to various accounts within the bond resolutions. All of the outstanding bonds, except for the
Single Family Housing Bonds, are general obligations of the Agency. For general obligation bonds, the
Agency covenants that it will restore deficiencies to the bond programs, as defined by the bond resolutions,
from the Operating Fund.

The Operating Fund is also the primary source to pay administrative expenses in connection with current
and future housing programs, to cover loan losses incurred and to provide collateral for credit agreements.

Pension Plan

Upon meeting certain eligibility requirements, the Agency’s employees are eligible to participate in a
noncontributory defined contribution pension plan. For the year ended June 30, 2003, the Agency had a
total payroll of $1,770,479, of which $1,673,242 was covered by the pension plan. The Agency’s
contribution to the Plan is 10% of the covered payroll. Employees vest in benefits under the Plan at 20%
per year of service and are fully vested after five years. Forfeitures of nonvested benefits by terminated
employees reduce the Agency’s contribution. The cost of the plan was $167,325 for the year ended
June 30, 2003, and is included in salaries and benefits expense.

Loss on Bond Redemptions

During the year ended June 30, 2003, the Agency redeemed $2,705,000 of its Single Family Home
Mortgage Purchase Program Bonds, and $64,765,000 of its Single Family Housing Program Bonds. Loss
on bond redemptions of $695,166 was recognized which represents the unamortized balance of bond
discount and cost of issuance expenses associated with the bonds retired.
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The following is a summary of the redeemed bonds:

Single Family Single Family
Home Mortgage Purchase Program Housing Program

1989 Series B $ 2,705,000 Series 1 $ 2,240,000
—  Series3 8,085,000

Series 4 3,700,000

Series 5 4,575,000

Series 6 6,525,000

Series 7 5,425,000

Series 8 4,800,000

Series 9 9,500,000

Series 10 2,645,000

Series 11 4,345,000

Series 12 3,855,000

Series 13 3,220,000

Series 14 485,000

Series 15 275,000

Series 16 5,090,000

$ _64765000

Commitments and Contingencies

At June 30, 2003, the Agency had outstanding commitments in the amount of $2,147,834 to purchase or
finance mortgage loans pursuant to its normal funding from bond proceeds. In addition, there were
commitments of $3,982,041 for general loans or future program subsidy purposes.

Under the Single Family Mortgage Programs, the Agency has obtained surety bonds in the amount of
$16,135,795 expiring between 2025 and 2037, which satisfy the requirements of certain bond resolutions.

Risk Management

The Agency is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions; injuries to employees; employees’ health; and natural disasters. The Agency
manages these risks through purchasing commercial insurance packages in the name of the Agency. The
Agency has not experienced settled claims resulting from these risks which have exceeded its commercial
insurance coverage. In addition, the Agency’s bylaws provide for the indemnification of Agency
commissioners and officers by the Agency. The Agency has not purchased commercial insurance coverage
or otherwise reserved assets of the Agency in connection with this indemnification requirement.
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APPENDIX II

CERTAIN INFORMATION REGARDING THE DEVELOPMENTS AND OUTSTANDING MORTGAGE
LOANS PREVIOUSLY FINANCED

Property Name (1) [T;:ltl?; To;al Income Paifllﬁel;l ts }Ilé?ql; ]l;::::l Total Annual h(/l)tl:giglir(:gil R]?:lzlllllcl: # Loan Interest Maturity Date
Type (2) 003 (3) 2003 ) Expenses 2003 (5) 6) 12/3(17/)2003 Rate )

1306 ETHAN ALLEN/E SPRING STREET (11) 42F $260,251 NA NA $256,325 $85,000 $79,315 7.22% 03/10/2018
21 MAIN STREET 11E $98.,256 $78.592 | 03/01/2009 $90,500 $64,000 $61,034 7.00 03/10/2009
$291,435 $105,451 7.45 03/10/2009

$12,331 $5,339 10.00 03/10/2009

700 RIVERSIDE 8F $76,057 $56,563 | 06/30/2006 $66,922 $360,000 $283,147 7.30 12/10/2017
ALBURG FAMILY HOUSING 13F $114,542 $85,488 | 07/24/2020 $113,384 $487,000 $381,928 8.63 01/10/2020
ALLEN CANAL (11) 17F $168,215 $111,240 | 02/02/2011 $165,226 $515,000 $450,228 6.86 05/10/2019
BAILEY, BALDWIN, BARRE (11) 15F $83,298 NA NA $81,648 $85,000 $72,424 7.22 08/10/2018
BARRE STREET 22F $131,970 NA NA $127,732 $193,000 $166,021 7.22 07/10/2016
BEN-SOUTH (11) 21F $126,149 NA NA $126,149 $350,000 $344,199 6.87 06/10/2032
BRHIP (11) 33F $274,141 NA NA $259,680 $487,176 $420,058 7.22 08/10/2016
BRIARS 24F $173,171 NA NA $167,635 $681,000 $646,448 7.00 07/10/2029
BROOKSIDE APARTMENTS 6F $59,783 $43,860 | 05/01/2010 $59,392 $213,102 $106,764 9.50 10/10/2010
BROOKSIDE MHP 48F $139,980 NA NA $138,897 $817,000 $793,245 7.30 02/10/2031
CHERRY, SUMMER & GEORGE STREET 10F $54,159 NA NA $52,970 $120,000 $98,534 7.22 03/10/2021
COLONIAL APARTMENTS 14E $136,204 $94,212 | 12/15/2010 $135,825 $384,239 $207,405 9.50 06/10/2011
$11,197 $5,960 9.50 05/10/2011

COLONIAL VILLAGE 14E, 7TF $187,310 $132,012 | 02/12/2010 $176,261 $371,450 $159,749 8.25 01/10/2010
$14,800 $110,362 8.25 03/10/2010

$251,341 $6,571 8.25 04/10/2010

CONANT SQUARE INN 19E $147,410 $97,428 | 12/17/2009 $134,776 $539,262 $380,431 8.25 07/10/2010
CUMMINGS STREET APARTMENTS (9) (11) 20F $181,751 $142,440 | 5/29/2008 $163,534 $635,900 $446,232 7.50 09/10/2018
DARLING INN 27E $269,744 $172,200 | 12/12/2010 $269,744 $873,100 $452,941 9.50 01/10/2011
DEPOT II (11) 4E, 6F $102,308 $72,421 | 04/08/2010 $102,592 $93,000 $52,015 8.20 05/10/2010
$329,614 $151,480 8.50 05/10/2010

DEPOT SQUARE APTS 4TF $309,743 $224,700 | 12/31/2008 $298,743 $1,400,000 | $1,245,034 8.50 03/10/2019
DEPOT STREET 7F $46,199 $34,224 | 11/30/2006 $46,095 $162,000 $142,289 7.22 02/10/2023
DOGWOOD GLEN II 12E, 8F $154,012 $104,530 | 06/03/2009 $150,133 $461,850 $185,788 8.25 07/10/2009
DUGGAN ROW HOUSE 16F $163,748 $121,836 | 10/15/2010 $150,557 $970,000 $970,000 6.50 12/10/2033
EAGLE CREST (11) 60E $559,226 NA NA $541,151 $3,200,000 | $3,077,792 7.10 05/10/2030
ENO APARTMENTS 6F $59,551 $28,632 | 06/12/2010 $45,755 $158,813 $78,914 9.50 08/10/2010




FALCON MANOR (11) 61E $619,819 NA NA $577,183 $4,126,000 | $4,104,160 6.87% 12/10/2042
FRENCH HILL MHP 9F $28,013 NA NA $27,472 $111,000 $103,477 7.25 03/10/2021
GARDENS AT WILLIAMSTOWN SQUARE (11) 30E $524,952 NA NA $510,745 $1,950,000 | $1,926,288 7.35 01/10/2039
GRAYSTONE VILLAGE (11) 34E $308,317 | $204,228 | 09/20/2019 $298,756 $472,000 $384,679 8.25 01/10/2019
$1,017,250 $762,740 8.00 12/10/2019
HARRINGTON APARTMENTS 5F $46,258 $24,948 | 05/31/2011 $39,627 $159,950 $88,288 9.50 09/10/2011
HIDDEN PINES 8E $55,173 11/30/2006 $54,581 $262,000 $212,063 8.20 11/10/2018
HIGHGATE APARTMENTS (11) 120F $886,365 | $731,688 | 01/01/2010 $866,023 $1,367.536 | $1,050,137 8.50 08/01/2011
HILLSIDE ACRES 12F $140,079 | $102,647 | 01/23/2010 $140,078 $481,661 $212,723 8.50 02/10/2010
$9,000 $4,024 8.50 03/10/2010
HILLSIDE MHP $72,772 NA NA $70,955 $285,000 $268,875 6.90 09/10/2021
JEFFERSONVILLE BOND (11) 22E $127,335 NA NA $116,549 $127,000 $124,422 6.95 01/10/2032
JERI-HILL APARTMENTS (11) 24E $279,179 | $198,324 | 10/10/2011 $278,903 $430,263 $342,913 745 01/10/2012
JOHNSON STREET 5F $52,197 NA NA $46,192 $146,000 $130,251 8.20 08/10/2024
LAKE CHAMPLAIN APARTMENTS 27F $270,299 | $199.044 | 07/30/2012 $266,006 $643,158 $624,896 7.25 03/10/2031
LAMOILLE VIEW APARTMENTS 25E $242,048 | $153,240 | 10/01/2009 $177,550 $669,141 $287,779 8.25 02/10/2010
LIME KILN ALLOCATED (11) 24F $197,080 $55,200 | 6/1/2012 $190,568 $635,063 $628,161 8.50 07/10/2032
$75,000 $67,857 8.50 07/10/2012
LIME KILN BOND (11) 24F $191,352 $54,900 | 6/1/2012 $188,260 $75,000 $67,753 6.95 07/10/2012
$712,000 $702,210 6.95 07/10/2032
LINDEN TERRACE 21E $200,792 | $116,520 | 05/15/2018 $200,084 $535,729 $381,855 7.70 10/01/2018
$300,000 $242,431 8.25 10/10/2018
MAPLES PHASE II (11) 30F $256.003 NA NA $241,202 $1,775,000 | $1,768,901 6.24 411012043
MAPLE ST/GE 37F $318,142 | $251,608 | 02/12/2010 $310,318 $938,486 $750,896 7.30 06/10/2011
MAPLE ST/HARDWICK 16E $137,400 | $109,408 | 02/13/2010 $135,124 $421,132 $187,902 8.50 03/10/2010
MAPLE ST/KSNRC 11F $95,418 $76,944 | 03/31/2011 $81,661 $325,992 $167,712 9.50 12/10/2010
MAPLE TREE PLACE (11) 50F $457,756 | $257,052 | 6/1/2012 $437,903 $228,000 $207,350 6.95 09/10/2012
$1,431,000 | $1,412414 6.95 09/10/2032
MCAULEY SQUARE ALLOCATED (11) 6F $50,316 $23,256 | 12/28/2011 $55,119 $110,000 $108,185 8.50 11/10/2031
MCAULEY SQUARE BOND (11) 55E, 12F $573,556 | $173,256 | 3/19/2012 $564,036 $2,850,000 | $2,825951 7.38 01/10/2032
MELLISHWOOD HOUSES 26E $223,826 | $149,544 | 11/04/2017 $191,872 $245,861 $172,679 7.90 02/01/2018
$471,119 $367,900 8.50 07/10/2020
MOUNTAIN VIEW (11) 72F $351,128 $81,103 | 03/30/2004 $345,290 $848,643 $713,400 7.00 01/01/2014
NORTHWOODS 1 (11) (12) 18F $161,552 | $111,470 | 5/31/2005 $151,798 $550,000 $550,000 6.64 3/10/2043
ODELL PLACE ALLOCATED (11) 80F $0 | $130,872 | 11/1/2012 $0 $2,250,000 | $2,244,841 8.50 03/10/2043
$307,000 $292,254 8.50 03/10/2013
ODELL PLACE BOND (11) 80F $607,196 | $121,572 | 04/01/20013 $573,435 $300,000 $289,375 6.87 06/10/2013
$2,365,000 | $2,359,312 6.87 6/10/2043
OLDE WINDSOR VILLAGE (11) 67E, 10F $704,658 | $444,120 | 09/19/2018 $677,503 $2,272,855 | $1,645,778 7.90 12/10/2018
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$780,000 $640,589 8.25% 12/10/2018
PETERSON PLACE 13F $119,858 $92,243 | 06/03/2010 $114,257 $500,000 $500,000 6.50 12/10/2033
PINECREST 6F $41,818 $6,860 | 11/30/2006 $41,581 $159,470 $125,259 8.20 01/10/2018
RANDOLPH HOUSE (11) 48E $457,416 | $331,332 | 09/15/2018 $452,525 $1,571,313 | $1,120,015 7.70 10/01/2018
$624,326 $485,116 8.50 07/10/2017
ROARING BROOK HOUSING 14F $141,542 $85,372 | 02/11/2010 $141,524 $493,229 $224,494 8.50 05/10/2010
$9,158 $4,284 8.50 05/10/2010
ROCKINGHAM CANAL HOUSE 41E $445,116 |  $342,000 | 08/24/2012 $440,147 $1,891,191 $852,784 7.75 01/10/2010
SALMON RUN (10) (11) 80F $607,724 NA NA $605,918 $2,528,759 | $2,152,493 9.50 02/10/2020
SAXTONS RIVER (11) 17F $187.804 |  $109,092 | 10/04/2010 $205,407 $541,000 $413,995 7.45 01/10/2012
SCHOOL STREET APARTMENTS 8E, 5F $126,873 $85,670 | 11/14/2010 $121,168 $352,851 $276,498 9.50 01/10/2012
$127,149 $96,817 8.50 01/10/2012
SMITH HOUSING (11) 17F $112,036 $59,872 | 6/30/2012 $105,817 $259,380 $256,453 6.87 12/10/2032
SOUTH MEADOW (10) (11) 148F $1,424,135 NA NA $1,197,276 $4,187,990 $101,953 6.86 02/10/2018
$290,000 $130,434 7.30 03/10/2009
$135,000 $230,694 8.50 08/10/2010
$155,000 | $3,587,941 7.45 10/10/2011
ST PAUL/RANDALL APTS 11F $96,561 $76,096 | 05/31/2011 $88,243 $339,950 $190,367 9.50 11/10/2011
$12,866 $7,321 9.50 11/10/2011
VICTORIA PLACE APARTMENTS (11) 34F $393,697 | $202,464 | 9/1/2013 $353,763 $1,300,000 | $1,298,034 8.50 07/10/2043
VILLAGE APARTMENTS (11) 16E $135,538 $93,466 | 07/06/2009 $135,352 $360,500 $146,711 8.25 08/10/2009
WALDEN MOUNTAIN 9E, 9F $181,446 | $135,648 | 11/17/2010 $176,781 $612,948 $318,194 9.50 02/10/2012
WELDEN VILLA 40E $230,544 | $134,800 | 12/31/2006 $230,353 $691,514 $625,463 7.30 02/10/2012
WELLS HOUSE APARTMENTS 12E $111,124 $80,400 | 05/16/2010 $101,312 $340,845 $167,849 9.50 06/10/2010
WESTGATE ALLOCATED (11) 74F $566,558 | $155,344 | 5/31/2004 $504,552 $255,000 $249,801 8.25 07/10/2031
$460,000 $391,814 7.75 10/10/2012
WESTGATE BOND (11) 24F $175,775 $48,168 | 5/31/2004 $169,677 $70,000 $68,244 6.95 07/10/2031
$150,000 $127,702 6.95 10/10/2012
WHITCOMB WOODS (11) 64E $528,301 |  $378,361 | 9/26/2009 $503,571 $1,698,000 | $1,684,255 6.64 03/10/2033
WINCHESTER PLACE (11) 166F $1,488,282 $0 NA $1,429,015 $5,973,000 | $5,962,375 6.13 10/10/2033
$485,000 $485,000 6.13 1/10/2034
Construction Loans Funded—Not placed in service:
HAWK’S NEST (13) 66E $3,275,000 N/A N/A N/A $3,275,000 | $2,710,455 6.50 1/10/2035
Grand Total: $23,103,817 | $7,788,510 $18,854,658 $77,527,889 | $66,103,333

' All except 15 of the Developments indicated are owned by limited partnerships organized for limited profit.

? E=Elderly Units; F=Family Units
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* Includes Housing Assistance Payments Contract ("HAPC") Payments and is based on the 2003 income figures. As of the date of this Official Statement, the occupancy rates on all of the
occupied Developments average 99%.

* Assumes all permitted renewals. Renewals of the HAPCs are subject to certain conditions. Voucher designations are expected to be converted to project-based contracts with 10 year terms.
TB Certs = Tenant-based Certificates or Vouchers.

3 Includes 2003 Mortgage Loan debt service, administrative expenses, management fee, utilities, ordinary maintenance, real estate taxes, and reserve for replacements. All of the Mortgage
Loans provide for principal and interest on a level debt service basis.

¢ The Agency loaned additional amounts which are secured by the listed related Mortgage Loans with respect to certain of the Developments, from its General Fund. Certain other of the
Developments are secured by additional financing that is subordinate to the related Mortgage Loan.

7 All of the Mortgage Loans related to the Developments are current in payment and there are no delinquencies or foreclosures.
8 The majority of the Mortgage Loans related to the Developments have original terms to maturity of 30 years.

° FHA Insured Mortgage.

' Mortgage Loan made pursuant to the Housing Development Action Grant Program ("HODAG").

" Development involving low income housing tax credits.

"2 This property is under rehab/construction and making interest only payments and will convert to a fully amortizing loan on April 10, 2004.
"> On June 8, 2004, the project was destroyed by fire. The expected insurance proceeds are in excess of the amount of the Mortgage Loan advanced to date. It has not been determined if the
project will be rebuilt or there will be a pro rata redemption of the 2003 Series C Bonds which financed the Mortgage Loan for the project.
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APPENDIX III

PROJECTS FINANCED BY THE 2004 SERIES A/B/C BONDS

Projects Financed by the 2004 Series A Bonds

THE GARDENS AT WILLIAMSTOWN SQUARE, PHASE 11
General

The Gardens at Williamstown Square, Phase II, is a proposed 21-unit addition to an existing
independent living senior community of one 30-unit building located in Williamstown, Vermont. Phase I
was financed by the Agency in 2000. The facility provides optional services including daily meals,
housekeeping, linens, transportation, and activities. In addition, the local Visiting Nurses Association
provides personal care services at the option of the residents. The addition of 21 units will allow an
economy of scale so that 24-hour on-call service will be available to all residents and will be included in
the base rent.

Income and Expenses

All of the following income and expense figures are for Phases I and II combined, since the
project has been underwritten as one project. Net annual income, after vacancies, is projected at
$841,705. Annual expenses are projected at $487,623 plus replacement reserves of $15,709. Annual debt
service is $151,400 for Phase I, $125,839 for Phase II, for a combined debt service of $277,239. Net
income is $61,134.

Mortgage Loan

The project will be financed with a construction and permanent financing Mortgage Loan
provided by the 2004 Series A Bonds in the amount of $1,738,045. The Mortgage Loan is expected to
amortize in equal monthly payments over a term of 40 years, commencing July 10, 2005, with interest
only payable before that date.

Owner and Manager

The project is owned and managed by The Gardens Limited Partnership, with TGWS LLC, a
limited liability company, as the general partner.



COLONIAL APARTMENTS
General

Colonial Apartments is a 14-unit elderly housing project consisting of four buildings located at
291 and 371 Marble Street and 160 and 174 Barnes Street in West Rutland, Vermont. All units have
project-based Section 8 housing subsidies. The project is being acquired by the Rutland County
Community Land Trust (“RCCLT”). There is roughly $500,000 in rehabilitation work planned as part of
the acquisition, which will include conversion of electric storage heat to a gas-fired baseboard hot water
heating system. Other work planned includes replacement of windows, doors, floor coverings and
miscellaneous site work. The project financing has been structured to take into account an expiring HAP
Contract in 2010. In addition to tax-exempt bond financing, the project will receive tax credit equity and
grants from the Vermont Housing and Conservation Board.

Income and Expenses

Net annual income, after vacancies, is projected at $135,141. Annual expenses are projected at
$78,682 plus replacement reserves of $5,600. Debt service expense totals $44,368 per year. Net income
in year-one before debt service is $50,859.

Mortgage Loan

The project will be financed with two permanent financing Mortgage Loans provided by the 2004
Series A Bonds—a $165,000 loan and a $210,000 loan. The $165,000 Mortgage Loan is expected to
amortize in equal monthly payments over a term of seven years, commencing June 10, 2004, and the
$210,000 Mortgage Loan is expected to amortize in equal monthly payments over a term of 40 years,
commencing June 10, 2004, and with a balloon payment on May 10, 2034. The Agency is also providing
a $100,000 zero percent deferred loan, and a construction loan in the amount of $225,000 which will be
retired from tax credit equity payments at completion of the rehabilitation.

Owner and Manager

The project will be owned by Colonial West Limited Partnership. A subsidiary of RCCLT will
be the general partner, and RCCLT will be the property manager.
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WESTMINSTER FAMILY HOUSING
General

Westminster is a 9-unit family housing project located in the Town of Westminster, Vermont.
The project was sold by the Agency for its outstanding loan balance to a subsidiary of Housing Vermont
in December 2003. As part of the acquisition, various upgrades to the project were completed including
conversion from electric storage heat to baseboard hot water. The loans provided to the project were
structured around the current HAP contract, which expires in 2012.

Income and Expenses

Net annual income, after vacancies, is projected at $115,069. Annual expenses are projected at
$66,262 plus replacement reserves of $3,564. Debt service expense totals $38,143 per year. Net income
in year one before debt service is $45,243.

Mortgage Loan

The project will be financed with two permanent financing mortgage loans provided by the 2004
Series A Bonds—a $115,000 loan and a $275,000 loan. The $115,000 Mortgage Loan amortizes in equal
monthly payments over a term of nine years, commencing April 10, 2004 and the $275,000 Mortgage
Loan amortizes in equal monthly payments over a term of 30 years, commencing April 10, 2004. The
Agency is also providing a $185,000 zero-percent deferred loan.

Owner and Manager

The project is now owned by H.V. Westminster Inc., a wholly owned subsidiary of Housing
Vermont. The property has been and will continue to be managed by Stewart Management Services.
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MAD RIVER MEADOWS
General

Mad River Meadows consists of 24 housing units in eight buildings located in Waitsfield,
Vermont. Two buildings are single-story and contain six elderly units (12 in total) and the remaining six
buildings are townhouse style with two family units per building (12 in total). The project is being
acquired by the Central Vermont Community Land Trust (CVCLT). As part of the acquisition CVCLT
plans to do rehabilitation work that will include conversion of electric storage heat to oil fired hot water,
replacement of windows and doors and kitchen upgrades. In addition to loans being provided by the
Agency, funding is being provided by the Vermont Housing and Conservation Board, REEP and tax
credit equity. Loans provided to the project by the Agency are structured around the current HAP
contract, which expires in 2012.

Income and Expenses

Net annual income, after vacancies, is projected at $277,294. Annual expenses are projected at
$117,585 plus replacement reserves of $8,784. Debt service expense totals $110,189 per year. Net
income in year-one before debt service is $150,925.
Mortgage Loan

The project will be financed with two permanent financing mortgage loans provided by the 2004
Series A Bonds—a $350,000 loan and a $755,000 loan. The $350,000 Mortgage Loan is expected to
amortize in equal monthly payments over a term of eight years, commencing August 10, 2004, and the
$755,000 Mortgage Loan is expected to amortize in equal monthly payments over a term of 30 years,
commencing August 10, 2004. The Agency is also providing a $90,000 zero-percent deferred loan.

Owner and Manager

The project will be owned by a “to-be-formed” Vermont limited partnership, with Central
Vermont Community Land Trust or its subsidiary as the general partner and property manager.
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Projects Financed by the 2004 Series B Bonds
THE CONVERSE HOME
General

The Converse Home, Inc. (“CH”) is a non-profit organization that currently owns and operates a
27-room licensed residential care facility located at 272 Church Street in Burlington, Vermont. CH was
established in 1886 as a “Home for Aged Women” and has been operating since as a residential care
home. CH is planning to renovate the existing facility as well as to expand to both create new units and to
develop a special care 16-bed unit for residents with Alzheimer’s disease and other forms of memory loss.
There will be 67 units when completed, including: 13 private rooms, 22 efficiencies, 16 one-bedroom
units, and 16 special care units. The facility was appraised at $9,425,000.

Income and Expenses

Net annual income after vacancy allowances is projected at $3,116,255. Annual operating
expenses are projected at $2,198,543 plus replacement reserves of $33,492. Annual debt service expense
is $659,808. Net income to the project is projected at $224,411.

Mortgage Loan

The project will be financed with a construction and permanent financing Mortgage Loan
provided by the 2004 Series B Bonds in the amount of $8,477,364. The Mortgage Loan is expected to
amortize in equal monthly payments over a term of 30 years, commencing August 10, 2006, with interest
only payable before that date.

Owner and Manager

The project is owned and managed by The Converse Home, Inc., a non-profit 501(c)3
organization.
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RICHMOND TERRACE

General

Richmond Terrace is a 15-unit senior housing development consisting of one building located at
190-218 Thompson Road in Richmond, Vermont, which was developed in 1985 with funding from the
HUD Section 202 program. The owner, Richmond Housing Inc., a 501(c)(3) non-profit organization, is
refinancing their HUD mortgage with the Agency in order to save on debt service and undertake some
capital improvements on the property. The Agency’s mortgage will be subject to the terms of the HUD
Use Agreement, which has affordability restrictions. All units have Section 8 rental subsidies. The
project was recently appraised at $690,000.

Income and Expenses

Net annual income, after vacancies, is projected at $161,575. Annual expenses are projected at
$88,316, plus replacement reserves of $7,400. Annual debt service is $55,964. Net income is $9,896.

Mortgage Loan

The project will be financed with a permanent financing Mortgage Loan provided by the 2004
Series B Bonds in the amount of $675,000. The Mortgage Loan is expected to amortize in equal monthly
payments over a term of 25 years, commencing June 10, 2004.

Owner and Manager

The project is owned by Richmond Housing Inc., a 501(c)(3) organization. Cathedral Square
Corporation, also a 501(c)(3) organization, is the property manager.
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Projects Financed by the 2004 Series C Bonds

MANCHESTER COMMONS

General

Manchester Commons is a 16-unit family housing project consisting of four residential buildings
located in Manchester, Vermont. The development consists of 15 additional units in three new
construction buildings and a single unit in a detached cottage that is being rehabilitated. There is also
another structure to be renovated that will provide extra storage space.

Income and Expenses

Net annual income, after vacancy allowances, is projected for year one at $117,251. Annual
operating expenses are projected at $80,436 plus replacement reserves of $6,720. Debt service expense is
total $13,261 per year. Net income to the project in year one is projected at $30,094.
Mortgage Loan

The project will be financed with a permanent financing Mortgage Loan provided by the 2004
Series C Bonds in the amount of $154,250. The Mortgage Loan is expected to amortize in equal monthly
payments over a term of 30 years, commencing October 10, 2004.
Owner and Manager

The project is owned by Manchester Commons Housing Limited Partnership, a Vermont limited
partnership. The general partner is RAHC Housing, Inc., a wholly-owned subsidiary of Regional

Affordable Housing Corporation, a Vermont nonprofit corporation. The property will be managed by the
Regional Affordable Housing Corporation.
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SOUTH ST. PAUL APARTMENTS
General

South St. Paul Apartments is a 15-unit, project-based, Section 8 family housing project consisting
of two buildings located at 347-355 St. Paul Street in Burlington, Vermont. The project was originally
financed by the Agency in 1982, and this new loan is to finance the acquisition and rehabilitation of this
project by a new owner. The outstanding balance of the existing Agency loan ($461,500) has been
assumed by the new owner, and an additional amortizing loan has been made to the new owner. The
Agency has also made a zero-percent deferred loan in the amount of $100,000.

Income and Expenses

Net annual income, after vacancies, is projected at $165,710. Annual expenses are projected at
$60,551 plus replacement reserves of $6,750. Debt service expense is total $84,670 per year. Net income
in year one before debt service is $98,409.
Mortgage Loan

The project will be financed with a permanent financing Mortgage Loan provided by the 2004
Series C Bonds in the amount of $438,500. The Mortgage Loan amortizes in equal monthly payments
over a term of 30 years, commencing July 10, 2003.
Owner and Manager

The project is owned by King Street Neighborhood Properties LLC, a limited liability company

made up of the Burlington Housing Authority and the King Street Neighborhood Revitalization
Corporation as co-general managers. The Burlington Housing Authority is the property manager.
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APPENDIX IV

SUMMARY OF SECTION 8§ PROGRAM

Introduction

The United States Department of Housing and Urban Development (“HUD”), created by the
Housing and Urban Development Act of 1965, is responsible for the administration of various federal
programs authorized under the United States Housing Act of 1937, as amended (the “Housing Act”).

The following summary of the Section 8§ Housing Assistance Payments Program (the “Section 8
program”) is not comprehensive or definitive and is qualified in its entirety by reference to the statutes,
regulations and agreements referred to herein.

Section 8 Housing Assistance Payments Program

Section 8 of the Housing Act, as amended by the Housing and Community Development Act of
1974, established a federal housing assistance program of federal assistance for multifamily housing
developments of the type that the Agency finances under its Program (each, a “Section 8 Development”).
The Section 8 program involves the distribution of housing assistance payments to the owners of housing
developments assisted under such program. The Section 8 program is administered on the federal level
by HUD. The housing assistance payments program for each Section 8 Development is administered at
the state level by the Vermont State Housing Authority, the Agency or both (collectively, the “Contract
Administrator”).

Pursuant to regulations issued by HUD under the Section 8 program during the period 1975-1984,
HUD granted “set-asides” for state housing agencies (i.e., reservations of annual housing assistance
payments under the Section 8 program) which an agency, with HUD approval, can allocate to
developments according to its own housing program. As provided in the regulations, HUD reserved a
portion of such set-asides for the State of Vermont to be used in connection with the new construction or
substantial rehabilitation of housing.

Eligible tenants for rental units assisted under the Section 8 program, as implemented by the
Contract Administrator, are families with family income not in excess of 50% of the median income for
the area in which the development is located, as determined by HUD and adjusted for family size. HUD
regulations define the term “family” to include elderly, disabled, handicapped or displaced single persons
and, under certain limited conditions, other single persons. In the State of Vermont, 50% of median
income ranges from a low of $19,500 per year for one person to a high of $48,950 for a family of eight
persons.

Section 8 housing assistance payments are provided, in the case of developments that are
permanently financed by the Agency and that utilize a portion of the Contract Administrator’s annual
set-asides of Section 8 contract authority, through an Annual Contributions Contract (“ACC”) between
HUD and the Contract Administrator and a Housing Assistance Payment Contract (“HAPC”) between the
Contract Administrator and the owner of the assisted development. Pursuant to the ACC, the Contract
Administrator will receive an annual contribution from HUD, payable monthly in advance, with respect to
each assisted dwelling unit and will, in turn, disburse monthly housing assistance payments to the owner
of the development under the HAPC.



The amount of the subsidy payable to the Contract Administrator for the account of the owner
under the HAPC is the applicable contract rent less the payment, if any, required to be made to the owner
by the tenant as determined by HUD. The tenant payment is generally equal to 30% of family income.
Present federal law directs HUD to mandate a minimum rent of between $25 and $50 for all tenants, and a
minimum rent of up to $50 for project-based Section 8 programs, such as the Section 8 Developments.
HUD has implemented a $25 minimum rent for most families (HUD Notice H 96-89). Thus, the total
rental income from Section 8 housing units payable to or for the account of the owner is equal to the
contract rent, part being paid by the tenants directly to the owner and the remainder being paid by HUD
through the Contract Administrator to the owner in the form of HAPC Payments. The proportion of the
contract rent actually paid by HUD and that actually paid by tenants will vary depending upon tenant
income.

If a vacancy exists, other than as a result of action by the owner which is in violation of the lease,
the owner will be entitled to housing assistance payments equal to 80% of the contract rent for a vacancy
period not exceeding 60 days, so long as the owner diligently endeavors to fill the vacancy with an
eligible tenant. Such payments for vacancies will be reduced to the extent the owner receives payment
from the tenant for such vacancy period or the owner is otherwise entitled to payments from any other
source, including a security deposit, for the vacant unit. In addition, if a unit continues to be vacant after
this 60-day period, the owner may receive additional payments of up to one year for each vacancy equal
to the principal and interest payments required to amortize the debt attributable to that unit, provided that
(a) the unit is in decent, safe and sanitary condition during the vacancy period, (b) the owner has taken
and continues to take all feasible actions to fill the vacancy, (c) the development is not providing the
owner with revenues equal to costs incurred and the amount of the payments do not exceed the deficiency
and (d) the owner submits a statement with supporting evidence satisfactory to HUD (or the Contract
Administrator) that the development can achieve financial soundness within a reasonable time. HUD (or
the Contract Administrator) may deny any claim for additional payments if it determines that, based on
the owner’s statement and other evidence, there is not a reasonable prospect that the development can
achieve financial soundness within a reasonable time. Housing assistance payments are not payable with
respect to units that are occupied by tenants who are not eligible for Section 8 assistance. However, if the
dwelling unit is subsequently reoccupied by an eligible tenant, housing assistance payments will again
become available to the owner unless the HAPC has been modified in the interim by deleting that
dwelling unit from its coverage.

The Contract Administrator is permitted, but not required, to delete from the HAPC any units that
the owner fails, for substantial periods of time, to lease or make available for lease by eligible tenants.
The Agency’s mortgage loan documents prohibit the owner from leasing more than 20% of the dwelling
units to ineligible tenants without prior approval from the Agency.

HUD’s Section 8 regulations and the ACCs provide that the initial contract rents for the assisted
dwelling units in each development may be adjusted annually pursuant to a HUD-established automatic
annual adjustment factor. Under the Housing Act, the annual adjustment factor is applied on the
anniversary date of each HAPC, resulting in upward or downward adjustment, except that contract rents
may not be reduced below the contract rents in effect on or after April 15, 1987, for newly constructed or
substantially rehabilitated projects, unless the project has been refinanced in a manner that reduces the
periodic payment of the owner. However, pursuant to several appropriations acts by Congress applicable
to the 1995 and subsequent federal fiscal years and made permanent by legislation in 1997, contract rents
may not be increased beyond HUD Fair Market Rents (as described below) plus the differential between
the initial contract rent and comparable rents at the time of execution of the HAPC (the “Initial
Difference”), unless the owner submits evidence of higher comparable market rents as determined by
independent appraisals of at least three comparable local developments. Special additional adjustments
may be approved by HUD to reflect actual and necessary expenses of owning and maintaining the
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development that have resulted from substantial general increases in real property taxes, utility rates or
similar costs (i.e., assessments and utilities not covered by regulated rates), but only to the extent that
such general increases are not compensated for by the automatic annual adjustment. Adjustments,
however, are limited to 120% of the HUD Fair Market Rents plus the Initial Difference. Present HUD
policy also provides that the annual adjustment factors for Section 8 units which experienced no turnover
in tenants since the preceding HAPC anniversary date will be one percentage point less than the annual
adjustment factors that would otherwise apply. Consequently, there can be no assurance that increases in
contract rents, if any, will result in revenues sufficient to compensate for increased operating expenses of
the Section 8 Developments.

Each year, HUD publishes its determination of fair market rents (“HUD Fair Market Rents”).
Such HUD Fair Market Rents constitute HUD’s determination of the rents, including utilities (except
telephone), ranges and refrigerators, parking and all maintenance, management and other essential
housing services, which would be required to obtain, in a particular market area, privately developed and
owned rental housing of modest design with suitable amenities.

The following table sets forth the range of monthly rents for the Section 8 Developments
effective on October 1, 2003 based on unit size and the current range of HUD Fair Market Rents in

Vermont:

Range of Section 8 Development Monthly Rents and HUD Fair Market Rents

One Bedroom Two Bedrooms Three Bedrooms
Section 8 Developments $438-$956 $482-$1,049 $541-$1,187
HUD Fair Market Rents $430-$687 $531-$850 $669-$1,159

There have been several court decisions with respect to the Section 8 program and the limitations
on contract rent adjustments. The United States Supreme Court, in its 1993 decision, Cisneros v. Alpine
Ridge Group, et al., held that housing assistance payment contracts between private landlords and HUD
did not prohibit the use of comparability studies with private market rents to impose an independent cap
on formula-based rent adjustments. In a January 1997 decision, National Leased Housing Association,
et al., v. United States, the United States Court of Appeals for the Federal Circuit upheld a decision of the
Court of Claims that the “overall limitation” provision contained in the rent adjustment section in HAPCs
(which states, in effect, that notwithstanding any other provision of the HAPC, adjustments provided for
in that section of the HAPC shall not result in material differences between the rents charged for assisted
and comparable unassisted units except to the extent that differences existed with respect to the contract
rents set at contract execution or cost certification, as applicable) permits HUD to use comparability
studies to decrease contract rents to eliminate material differences between rents charged for assisted and
comparable unassisted units which are greater than the Initial Difference. In addition, the Court of
Appeals affirmed the decision of the Court of Claims that HAPCs permit HUD to reduce rents below a
previous year’s rent levels through the use of comparability studies, and that the Initial Difference is
determined by the initial dollar amount and not by a percentage of the initial rents.

At this time, the Agency is unable to predict what actions, if any, HUD or the Congress will take
in the future with respect to such rent adjustments. Actions by HUD in the future could have the effect of
limiting upward adjustments in contract rents or of decreasing contract rents currently in effect to
eliminate any material difference between the contract rents and rents charged for comparable unassisted
units, except to the extent of the Initial Differences. Such actions, if taken, could adversely affect the
ability of the owners of the Developments to pay principal and interest on the Mortgage Loans, which in
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turn could adversely affect the ability of the Agency to make timely payments of interest and principal on
the Bonds with amounts pledged under the Resolutions. Congress has passed legislation and HUD has
implemented procedures to restrict contract rent increases above fair market rents for each fiscal year
since 1995. Any of the actions mentioned above could adversely affect the ratings on, and the market
price of, the Bonds, including the 2004 Series A/B/C Bonds.

The maximum total annual contribution that may be contracted for in an ACC will equal the
initial gross rents for all assisted units in the development. If the amount of housing assistance payments
actually disbursed under an ACC in any given year is less than the total available amount, the excess
(initially an amount equal to the portion of the gross rents payable by the tenants) is available to be set
aside by HUD in an account (the “project account”) for the particular development and will be available
for future years to fund increases in contract rents for the development or decreases in family incomes. If
and when a project account falls below 40% of the maximum annual commitment, HUD undertakes in the
ACC to provide additional funding, to the extent permitted by law, in order to increase the maximum
annual contribution payable under the ACC.

Subsection (c)(6) of Section 8 provides:

The Secretary [of HUD] shall take steps as may be necessary, including the
making of contracts for assistance payments in amounts in excess of the amounts
required at the time of the initial renting of dwelling units, the reservation of annual
contributions authority for the purpose of amending housing assistance contracts, or the
allocation of a portion of new authorizations for the purpose of amending housing
assistance contracts, to assure that assistance payments are increased on a timely basis to
cover increases in maximum monthly rents or decreases in family incomes.

In practice, HUD has not been replenishing the project accounts when the amounts in such project
accounts have fallen below 40% of the maximum annual commitment, but has sought and received
amendment authority from the Congress to enable it to discharge its obligations under the HAPCs and the
ACCs.

Although the Section 8 housing assistance payments are made directly or indirectly to the owner
and, in effect, represent rental income, the HAPC may, with HUD’s approval, be pledged by the owner to
the Agency as mortgage lender on the development. All of the HAPCs covering the Agency’s Section 8
Developments have been so pledged. However, the owner will retain the right to collect such payments
so long as the owner is in compliance with the provisions of the HAPC and the Agency’s Mortgage Loan
documents. The Agency’s rights to receive Section 8 subsidy payments with respect to the developments
have been pledged and assigned to the Trustee as part of the security for the Bonds. Under federal laws,
the United States government may have the right to set off liabilities of the Agency to the United States
against the payments under ACCs. Housing assistance payments by HUD do not terminate if the
mortgage on the development goes into default, so long as the owner has not breached any of its
obligations under the HAPC, including, among other responsibilities, its obligation to maintain and
operate the development so as to provide decent, safe and sanitary housing. In the event of breach by the
owner, HUD may abate or terminate housing assistance payments after giving the owner and the Contract
Administrator an opportunity to take corrective action.

Developments Relating to HUD

In 1998 HUD was authorized to initiate a permanent program to restructure FHA-insured
mortgage loans with expiring HAPCs; the most recent federal appropriations act applicable to HUD
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permits such mortgages financed by state housing agencies (like the Agency) to be restructured but only if
the same is not contrary to the terms of the mortgage agreements.

At this time, the Agency cannot predict the terms of further legislation, if any, which may be
enacted which may restructure and change HUD, its administration and its programs (including the
Section 8 program) and the funding of HUD and its programs. The Agency cannot predict whether any
such legislation, if enacted, would adversely affect the ability of the Agency to make timely payments of
principal and interest on the Bonds, including the 2004 Series A/B/C Bonds, with amounts pledged under
the General Resolution.
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APPENDIX V

FORM OF BOND COUNSEL OPINION

Vermont Housing Finance Agency
Burlington, Vermont

Vermont Housing Finance Agency
Multi-Family Mortgage Bonds,
2004 Series A, 2004 Series B and 2004 Series C

We have acted as Bond Counsel in connection with the issuance by the Vermont Housing
Finance Agency (the “Agency”) of its Multi-Family Mortgage Bonds, 2004 Series A in the aggregate
principal amount of $4,065,000 (the “2004 Series A Bonds™), 2004 Series B in the aggregate principal
amount of $10,025,000 (the “2004 Series B Bonds™) and 2004 Series C in the aggregate principal amount
of $665,000 (the “2004 Series C Bonds”) (collectively, the “Bonds”). The Bonds are authorized to be
issued pursuant to No. 260 of the Vermont Acts of 1973 (Adjourned Session), as amended (the “Act”),
and under and pursuant to the Agency’s Multi-Family Mortgage Bond Resolutions adopted on
February 3, 1977, as amended (the “General Resolution”), the Agency’s Series Resolution adopted on
September 18, 2003 and the Agency’s Series Resolution adopted on April 29, 2004 (together, the “Series
Resolution”). The General Resolution and the Series Resolution are referred to herein, collectively, as the
“Resolutions.”

The Bonds are being issued to provide moneys to fund additional Mortgage Loans to acquire,
construct or rehabilitate multi-family residential housing located in the State of Vermont (the “State”).

The Bonds are dated, mature in the years, in the respective principal amounts and bear interest at
the rates per annum set forth in the Series Resolution. The Bonds are also subject to redemption prior to
maturity upon the terms and conditions and at the redemption prices provided in the Resolutions.

In rendering this opinion, we have reviewed the Resolutions, along with certain other documents,
certificates and other materials delivered in connection with the issuance of the Bonds. The Agency has
covenanted in the Resolutions to do all things necessary to assure that interest on the 2004 Series A
Bonds and the 2004 Series B Bonds is excludable from gross income for federal income tax purposes
under the Internal Revenue Code of 1986, as amended (the “Code”), and the regulations promulgated
thereunder. Certain requirements must be met subsequent to the delivery of the 2004 Series A Bonds and
the 2004 Series B Bonds in order that interest on the 2004 Series A Bonds and the 2004 Series B Bonds
be tax-exempt. Certain covenants of the Agency and other parties, as well as affidavits and other
procedures, are set forth in the documents relating to the issuance of the 2004 Series A Bonds and the
2004 Series B Bonds and the Agency’s multifamily program to comply with the requirements of the
Code. We have examined such documents and such covenants, affidavits and other procedures and are of
the opinion that they are sufficient to enable the Agency to comply with the requirements of the Code.

Based on the foregoing, it is our opinion that:
1. The Agency is duly created and validly existing under the Act as a body politic and

corporate of the State of Vermont and has the right and power under the Act to adopt the Resolutions and
to authorize, issue and deliver the Bonds.



2. The Resolutions have been duly and lawfully adopted by the Agency, are in full force and
effect and are valid and binding upon the Agency and enforceable in accordance with their terms, and no
other authorization for the Resolutions is required. The Resolutions create the valid pledge which they
purport to create of the Mortgage Loans, and the documents evidencing such Mortgage Loans, and the
rights of the Agency incident thereto and all Revenues, Prepayments, Recovery Payments, Acquired
Development Operating Income (as defined in the Resolutions) and all moneys and securities in all funds
and accounts (except the Rebate Fund) created by or pursuant to the Resolutions (except Escrow
Payments and the Multi-Family Escrow Payment Account), subject only to the provisions of the
Resolutions permitting the application of amounts held thereunder for the purposes and on the terms and
conditions set forth in the Resolutions.

3. The Bonds have been duly authorized, executed, issued and delivered by the Agency in
accordance with the Act and the Resolutions and constitute valid and binding general obligations of the
Agency, which has no taxing power, enforceable in accordance with their terms and the terms of the
Resolutions and entitled to the benefits of the Act and the Resolutions. The Bonds are payable out of any
of the Agency’s revenues, moneys or assets, subject only to agreements theretofore or thereafter made
with holders of notes and bonds other than the Bonds pledging particular revenues, moneys or assets for
the payment thereof. The Bonds do not constitute a debt, liability or obligation of the State or of any
political subdivision thereof or a pledge of the faith and credit of the State or of any political subdivision,
but shall be payable solely from the revenues or assets of the Agency pledged to the payment thereof.

4. The Agency in the General Resolution has validly covenanted to do all acts and things
necessary to receive and collect Revenues and to annually make and deliver to the Governor or the
Governor-elect, the President of the Senate and the Speaker of the House of the State, in compliance with
the provisions of the Act, the certificate stating the amount, if any, required to restore the Debt Service
Reserve Fund to an amount equal to the Debt Service Reserve Requirement. The State, by its General
Assembly, is legally authorized, but not legally obligated, to appropriate annually such sum as shall have
been so certified by the Chairman of the Agency as necessary to restore the Debt Service Reserve Fund to
an amount equal to the Debt Service Reserve Requirement.

5. Assuming continuing compliance with covenants by the Agency set forth in the
Resolutions and other documentation related to the 2004 Series A Bonds and the 2004 Series B Bonds, all
as described above, under existing laws, regulations, rulings and judicial decisions, interest on the 2004
Series A Bonds and the 2004 Series B Bonds is excludable from gross income for federal income tax
purposes, except for interest on any 2004 Series A Bond for any period during which it is held by a
“substantial user” of any facilities financed or refinanced with the 2004 Series A Bonds or a “related
person,” as such terms are used in Section 147(a) of the Code. Interest on the 2004 Series B Bonds is not,
but interest on the 2004 Series A Bonds is, a specific tax preference item for purposes of calculating the
alternative minimum tax imposed on individuals and corporations under the Code. However, interest on
the 2004 Series B Bonds is included in a corporation’s “adjusted current earnings,” and the alternative
minimum taxable income of certain corporations must be increased by 75% of the excess of such
corporation’s “adjusted current earnings” over its alternative minimum taxable income (determined
without regard to this adjustment and prior to reduction for certain net operating losses). Except as
expressed in the following two paragraphs, we express no opinion regarding any other federal income tax
consequences arising with respect to the 2004 Series A Bonds and the 2004 Series B Bonds.

Under existing laws, regulations, rulings and judicial decisions, interest on the 2004 Series C
Bonds will not be excludable from gross income for federal income tax purposes.

The accrual or receipt of interest on the Bonds may otherwise affect the federal income tax
liability of the recipient. The extent of these other tax consequences will depend upon the recipient’s
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particular tax status or other items of income or deduction. We express no opinion regarding any such
consequences.

The foregoing opinions are qualified only to the extent that the enforceability of the Bonds and
the Resolutions may be limited by the exercise of judicial discretion in accordance with general equitable
principles and by bankruptcy, insolvency, reorganization, moratorium and other laws affecting creditors’
rights generally heretofore or hereafter enacted to the extent constitutionally enforceable.

The scope of our engagement has not extended beyond the examinations and the rendering of the
opinions expressed herein. The opinions expressed herein are based upon existing law as of the date
hereof, and we express no opinion herein as of any subsequent date or with respect to any pending

legislation.

Very truly yours,

V-3



[THIS PAGE INTENTIONALLY LEFT BLANK]






Recycled Paper - Printed by
IMAGEMASTER 800.452.5152



	OFFICIAL STATEMENT
	TABLE OF CONTENTS
	INTRODUCTORY STATEMENT
	THE AGENCY
	Purpose and Powers
	Management
	Operations to Date
	Outstanding Indebtedness

	MULTI- FAMILY MORTGAGE LOAN PROGRAM OF THE AGENCY
	Multi- Family Mortgage Loan Portfolio of the Agency
	Mortgage Loans Securing the Bonds

	DESCRIPTION OF THE 2004 SERIES A/ B/ C BONDS
	Book- Entry System
	Sinking Fund Redemption Provisions
	Optional Redemption Provisions
	Special Redemption Provisions
	Notice of Redemption of Bonds
	Additional Bonds

	ESTIMATED SOURCES AND USES OF FUNDS
	SECURITY FOR THE 2004 SERIES A/ B/ C BONDS
	Revenues
	Mortgage Loans
	Mortgage Reserve Fund
	Debt Service Reserve Fund

	SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION
	Certain Definitions
	Additional Bonds
	Pledge of Revenues and Funds
	Application of Bond Proceeds
	Establishment of Funds
	Application of Revenues and Other Moneys
	Application of Funds
	Investment of Certain Funds and Accounts
	Events of Default
	Remedies
	Supplemental Resolutions
	Defeasance

	TRUSTEE
	PLEDGE AND AGREEMENT OF THE STATE
	NO LITIGATION
	FINANCIAL STATEMENTS OF THE AGENCY
	RATINGS
	CONTINUING DISCLOSURE
	APPROVAL OF LEGALITY
	UNDERWRITING
	TAX MATTERS
	2004 Series A Bonds and 2004 Series B Bonds
	2004 Series C Bonds ( Federally Taxable)
	General
	Vermont Taxes

	MISCELLANEOUS
	APPENDIX I - AUDITED FINANCIAL STATEMENTS FOR YEAR ENDED JUNE 30, 2003
	APPENDIX II - CERTAIN INFORMATION REGARDING THE DEVELOPMENTS AND OUTSTANDING MORTGAGE LOANS PREVIOUSLY FINANCED
	APPENDIX III - PROJECTS FINANCED BY THE 2004 SERIES A/B/C BONDS
	APPENDIX IV - SUMMARY OF SECTION 8 PROGRAM
	APPENDIX V - FORM OF BOND COUNSEL OPINION



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (Adobe RGB \0501998\051)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (Color Management Off)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages false
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth 8
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /FRA <>
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


