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In the opinion of Bond Counsel, under existing laws, regulations, rulings and judicial decisions, interest on the Series 20 Bonds
is not includable in gross income for federal income tax purposes and such interest is a separate tax preference item for purposes
of calculating the federal alternative minimum tax imposed on individuals and corporations. For information regarding certain
requirements for and exceptions to such exclusion, see “TAX EXEMPTION.” The Vermont Housing Finance Agency Act provides
that the Series 20 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 Series 20A Bonds (the “Series 20A Bonds”) and the Series 20B Bonds (the “Series 20B Bonds” and, together with the Series
20A Bonds, the “Series 20 Bonds”) are issuable only as fully registered bonds and, when issued, are expected to be registered in the
name of Cede & Co., as nominee for The Depository Trust Company, New York, New York (the “Securities Depository”). Purchases and
sales by the beneficial owners of the Series 20 Bonds can be made in book-entry form only. Beneficial owners will not receive certificates
evidencing their ownership interests in the Series 20 Bonds. See “BOOK-ENTRY SYSTEM” herein.

Interest on the Series 20 Bonds will be payable on May 1, 2005 and semi-annually thereafter on November 1 and May 1 of each year.
Interest on the Series 20 Bonds is payable by Banknorth, N.A., Trustee, to the Securities Depository. The Securities Depository is to credit
such payment to its Participants (as hereinafter described), who are to remit interest payments to the beneficial owners of the Series 20
Bonds. Principal and premium, if any, will be payable by the Trustee in the same manner.

The Series 20B Bonds are to be initially issued as Auction Rate Certificates (the “ARCs”) and shall initially bear interest from the
date of delivery to and including September 16, 2004 at a rate established prior to the issuance of the Series 20B Bonds by UBS Financial
Services Inc.T Thereafter, for each Auction Period, ARCs shall bear interest at the applicable Auction Rate for a 35-day Auction Period
determined pursuant to the Auction Procedures as described herein and in “APPENDIX IX—ARCs PROVISIONS” hereto. Prospective
purchasers of the Series 20B Bonds should carefully review the Auction Procedures, and should note that such procedures provide that
(i) a Bid or Sell Order (as defined herein) constitutes a commitment to purchase or sell ARCs based upon the result of an Auction (as
defined herein), (ii) settlement for purchases and sales will be made on the Business Day following an Auction, and (iii) Auctions may be
suspended under certain circumstances as described herein. Beneficial interest in Series 20B Bonds may be transferred only pursuant
to a Bid or Sell Order placed in an Auction or to or through a Broker-Dealer (as defined herein). At any given time, any of the ARCs may
operate in any of the following Rate Periods: Auction Period, Variable Rate Period, Flexible Rate Period or Fixed Rate Period. The ARCs
shall bear interest at the Auction Rates established for Auction Periods until a Variable Rate Conversion Date, Flexible Rate Conversion
Date or Fixed Rate Conversion Date. Subject to certain conditions described herein, ARCs operating in any one Rate Period may be
converted to another Rate Period and will be subject to mandatory tender. The ARCs are subject to call for redemption at any time.
THERE IS NO RIGHT OF THE SERIES 20B OWNERS TO TENDER THE ARCs AT ANY TIME, AND NO OBLIGATION
ON THE PART OF THE AGENCY, UBS FINANCIAL SERVICES INC., THE UNDERWRITERS, THE BOND INSURER, THE
TRUSTEE OR ANY OTHER PERSON TO PURCHASE THE ARCs AT ANY TIME. THIS OFFICIAL STATEMENT DOES
NOT PROVIDE ANY INFORMATION REGARDING THE SERIES 20B BONDS AFTER THE DATE, IF ANY, ON WHICH
SUCH BONDS ARE CONVERTED TO ANOTHER RATE PERIOD. SEE “THE SERIES 20 BONDS—THE ARCs” HEREIN.

The Series 20 Bonds are subject to redemption prior to maturity, including sinking fund redemption at par and
optional and special redemption at the prices set forth herein under certain circumstances, as more full described
herein.

Under the circumstances described herein, the Series 20A Bonds, in a principal amount not to exceed the amount of unexpended
proceeds of the Series 20 Bonds on deposit in the Series 20 Program Account will be subject to mandatory tender and remarketing on any
date (the “Adjustment Date”) not earlier than February 1, 2005 and not later than July 1, 2007. On the Adjustment Date, if any, interest
on the Series 20A Bonds subject to mandatory tender and remarketing are to be adjusted to a lower rate (the “Adjusted Interest Rate”).
Owners of any Series 20A Bonds subject to mandatory tender on the Adjustment Date may elect to retain such Bonds and the Series 20A
Bonds so retained shall bear interest on and after the Adjustment Date at the Adjusted Interest Rate as more fully described herein.

The scheduled payment of principal of and interest on the Series 20 Bonds when due will be guaranteed under an insurance policy
to be issued concurrently with the delivery of the Series 20 Bonds by Financial Security Assurance Inc.

¥ FSA.
The Series 20 Bonds constitute special obligations of the Agency payable solely from and secured solely by a pledge of certain

Revenues, Loans and funds and accounts established under the Resolution. 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 Series 20 Bonds.

The Series 20 Bonds (other than the Series 20A Bonds maturing on November 1, 2030 and May 1, 2035) are offered for delivery
when, as and if issued and received by the Underwriters and subject to the approval of legality by Kutak Rock LLP, Bond Counsel. The
Series 20A Bonds maturing on November 1, 2030 and May 1, 2035 are being sold by the Agency directly to an institutional investor and
are not offered hereby. Certain legal matters will be passed upon for the Agency by Elizabeth Mullikin Drake, General Counsel of the
Agency, and for the Underwriters by their counsel, Orrick, Herrington & Sutcliffe LLP, New York, New York. It is expected that the
Series 20 Bonds will be delivered in book-entry form through the facilities of the Securities Depository in New York, New York on or about
August 12, 2004.

UBS Financial Services Inc. '

Citigroup A.G. Edwards & Sons, Inc.
June 23, 2004

T UBS Financial Services Inc. will be the sole underwriter and initial Broker-Dealer for the ARCs



MATURITY SCHEDULE

$23,825,000
Single Family Housing Bonds, Series 20A (AMT)
$3,730,000 Serial Bonds
Due Principal Interest Due Principal
Date Amount Rate Date Amount
May 1, 2006 $250,000 2.45% November 1, 2010 $155,000
November 1, 2006 255,000 2.65 May 1, 2011 165,000
May 1, 2007 215,000 3.00 November 1, 2011 170,000
November 1, 2007 220,000 3.15 May 1, 2012 175,000
May 1, 2008 225,000 3.45 November 1, 2012 180,000
November 1, 2008 235,000 3.55 May 1, 2013 185,000
May 1, 2009 240,000 3.75 November 1, 2013 195,000
November 1, 2009 250,000 3.85 May 1, 2014 205,000
May 1, 2010 200,000 4.00 November 1, 2014 210,000
$5,860,000 5.125% Series 20A Term Bonds due November 1, 2025
$3,765,000 5.20% Series 20A Term Bonds due November 1, 2030
$5,480,000 5.50% Series 20A Term Bonds due May 1, 2034 (Premium PAC)
$4,990,000 5.25% Series 20A Term Bonds due May 1, 2035
$8,000,000
Single Family Housing Bonds, Series 20B (ARCs) (AMT)
Last Day of Auction First
Maturity Initial Period Period Auction Date

November 1, 2033 September 16, 2004 35-day September 16, 2004

Price of Series 20A Term Bonds due May 1, 2034 (Premium PAC): 105.636%
All other Series 20 Bonds: 100%

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

Interest
Rate

4.05%
4.125
4.20
4.35
4.35
4.45
4.50
4.65
4.65

First Interest
Payment Date

May 1, 2005



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 Series 20 Bonds, and,
if given or made, such information or representations must not be relied upon as having been authorized by the Agency. This
Official Statement does not constitute an offer to sell or a solicitation of any offer to buy, nor shall there be any sale of the Series
20 Bonds in any jurisdiction in which it is unlawful to make such offer, solicitation or sale. The information set forth herein has
been furnished by the Agency and obtained from other sources that are believed to be reliable, but it is not guaranteed as to
accuracy or completeness by, and, except for information provided by the Agency, is not to be construed as a representation of
the Agency. The information and expressions of opinion herein are subject to change without notice and neither the delivery of
this Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that there has been no
change in the affairs of the Agency since the date hereof. The Series 20 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.

Other than with respect to information concerning Financial Security Assurance Inc. (“FSA”) contained under the
caption “MUNICIPAL BOND INSURANCE,” Appendix V “—FSA” and Appendix VIII, herein, none of the information in
this Official Statement has been supplied or verified by FSA and FSA makes no representation or warranty, express or implied,
as to (a) the accuracy or completeness of such information; (b) the validity of the Series 20 Bonds; or (c) the tax exempt status of
interest on the Series 20 Bonds.

THE SERIES 20 BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED, OR
REGISTERED OR QUALIFIED UNDER THE SECURITIES LAWS OF ANY STATE.

IN MAKING AN 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 SERIES 20 BONDS, THE UNDERWRITERS MAY OVER-ALLOT AND
EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF SUCH SERIES 20 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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VERMONT HOUSING FINANCE AGENCY
Single Family Housing Bonds, Series 20A (AMT)
Single Family Housing Bonds, Series 20B (ARCs) (AMT)

This Official Statement of the Vermont Housing Finance Agency (the “Agency”) is provided for
the purpose of setting forth information concerning the Agency: its Single Family Housing Bonds, Series
20A to be issued in the principal amount of $23,825,000 (the “Series 20A Bonds” or the “Fixed Rate
Bonds”), and its Single Family Housing Bonds, Series 20B Auction Rate Certificates to be issued in the
principal amount of $8,000,000 (ARCs) (the “Series 20B Bonds” or “ARCs” and, together with the Series
20A Bonds, the “Series 20 Bonds”), its Single Family Housing Bond Resolution adopted on
September 20, 1990, authorizing the issuance and sale of Single Family Housing Bonds (as heretofore
amended and supplemented, the “General Resolution”), and its Twenty-Fourth Supplemental Single
Family Housing Bond Resolution authorizing the issuance and sale of the Series 20 Bonds adopted on
May 27, 2004 (as supplemented by the Series Certificate executed upon the issuance of the Series 20
Bonds, the “Twenty-Fourth Supplemental Resolution”). The General Resolution and the Twenty-Fourth
Supplemental Resolution are sometimes collectively referred to herein as the “Resolution.” Certain terms
not defined elsewhere in this Official Statement are defined in APPENDIX IV and APPENDIX IX
hereto.

INTRODUCTORY STATEMENT

The Series 20 Bonds will be secured under the provisions of the General Resolution and will be
issued in accordance with the provisions of the General Resolution, the Twenty-Fourth Supplemental
Resolution and the Vermont Housing Finance Agency Act, being No. 260 of the Vermont Acts of 1973,
Adjourned Session, as amended (the “Act”). Prior to the original issuance of the Series 20 Bonds, the
Agency has issued its Single Family Housing Bonds, Series 1 through Series 19 (collectively, the “Prior
Bonds”) pursuant to the General Resolution and Supplemental Resolutions with respect to each Series of
Bonds. The Prior Bonds were issued in an initial aggregate principal amount of $1,034,745,000, of which
amount $419,310,000 was outstanding as of June 1, 2004. Additional Series of bonds may be issued by
the Agency on a parity with the Series 20 Bonds and other Series of bonds outstanding under the General
Resolution, provided that each additional Series is authorized by a supplemental resolution adopted in
accordance with and under the provisions of the General Resolution and the Act. The Prior Bonds, the
Series 20 Bonds and additional bonds issuable under the General Resolution are hereinafter sometimes
collectively called the “Bonds.”

The Act provides that the Agency constitutes 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 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.
The total principal amount of bonds and notes of the Agency, including the Series 20 Bonds, outstanding
at any one time may not exceed $900,000,000. As of June 1, 2004, the Agency had $543,238,397
principal amount of debt outstanding, all of which is subject to the debt limitation. For information
regarding the Agency’s outstanding indebtedness, see “THE AGENCY—Outstanding Indebtedness.”

Pursuant to the provisions of the Act and the Resolution, the Agency has authorized the issuance
of the Series 20 Bonds to make funds available to (a) purchase Loans (hereinafter defined) made to
finance the purchase or improvement of single family housing in the State by Persons and Families of
Low and Moderate Income (hereinafter defined), (b) deposit in the Series 20 Premium Account of the
Program Fund amounts representing the initial issue premium on the Series 20A Bonds maturing May 1,
2034 (the “Premium PAC Bonds”) to be used to provide down payment assistance to certain borrowers as
described herein (See “SINGLE FAMILY MORTGAGE PURCHASE PROGRAM?”), (c) deposit in
the Bond Reserve Fund amounts necessary to cause the amount on deposit in said Fund to equal the Bond



Reserve Fund Requirement, (d) deposit in the Loan Loss Claim Fund amounts necessary to cause the
amount on deposit in said Fund to equal the Loans Loss Claim Fund Requirement and (e) deposit in the
Series 20 Cost of Issuance Account amounts necessary to pay certain costs of issuance of the Series 20
Bonds. See “ESTIMATED SOURCES AND USES OF FUNDS.”

Upon completion of the transfers of funds described above, approximately $30,304,568 is
expected to be on deposit in the Series 20 Program Account and available to purchase Loans. In addition,
approximately $278,100 is expected to be on deposit in the Series 20 Premium Account and made
available to provide down payment assistance grants in an amount equal to 3.00% of the principal amount
of each Loan with respect to Loans to be purchased with proceeds of the Series 20 Bonds in an aggregate
principal amount of $9,270,000. Also, $492,320 is expected to be deposited into the Series 20 Program
Account for the payment of origination fees and servicing release fees to lenders. The Agency’s program
of financing Loans made from proceeds of the Series 20 Bonds is referred to herein as the “Series 20
Program.”

The Bonds are special obligations of the Agency and will be secured, to the extent and as
provided in the Resolution, solely by a pledge of (a) Revenues, (b) Loans financed under the Resolution,
(c) all Additional Security, if any, and (d) all money, securities and Reserve Deposits in the funds and
accounts pledged under the Resolution (other than the Rebate Fund established for any Series of Bonds).
The State is not obligated to pay the principal of the Bonds or the interest thereon, and neither the faith
and credit nor the taxing power of the State or of any political subdivision thereof is pledged to the
payment of the principal or redemption price, if any, or the interest on the Bonds. There is no statutory
provision for the maintenance of any funds or accounts pledged under the Resolution.

The scheduled payment of the principal of and interest on the Series 20 Bonds when due will be
insured by a municipal bond insurance policy to be issued by Financial Security Assurance Inc. (“FSA”)
simultaneously with the delivery of the Series 20 Bonds.

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 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.

Patricia A. Crady is the Agency’s Director of Homeownership Programs. Prior to joining the
Agency in 1985, Ms. Crady was a branch manager and loan originator for ComFed Mortgage Company,
Inc. in South Burlington, Vermont from August 1983 to January 1985. Prior to that, Ms. Crady was
Vice President and Manager, Secondary Market Department, with the Bank of Vermont. She attended the
University of Vermont.

Elizabeth Mullikin Drake, Esqg. 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.

Jacklyn R. Santerre is Assistant Director of Homeownership Programs for the Agency. Before
joining the Agency in October 1984 she was a loan processor and office manager for the Lomas and
Nettleton Company in Burlington, Vermont for four years.
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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, 10 are
charged with responsibility for the single 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 agreements with bondowners, 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 self-balancing 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. Money in
excess of restricted fund requirements is transferred periodically from these restricted funds to the
General Fund. All of the Agency’s outstanding bonds other than the Bonds are general obligations of the
Agency secured by and payable from any of the Agency’s revenues, money or assets, including the
General Fund, subject to agreements heretofore or hereafter made with holders of notes and bonds that
pledge particular revenues, money or assets for the payment thereof. The Agency has not pledged any
money in the General Fund to the payment of any particular bonds of the Agency. The Bonds are not
general obligations of the Agency and no revenues, money or assets of the Agency are pledged to the
payment of the Bonds except as specifically set forth in the General Resolution or the related
supplemental resolutions.

Outstanding Indebtedness

Since September 1974, the Agency has issued $1,972,141,543 aggregate principal amount of
bonds, of which $543,238,397 was outstanding as of June 1, 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 II.
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ESTIMATED SOURCES AND USES OF FUNDS

The estimated sources and uses of funds from the sale of the Series 20 Bonds, exclusive of
accrued interest, are as follows:

Sources of Funds:

Principal Amount of Series 20 Bonds $31,825,000.00
Premium on Premium PAC Bonds 308,852.80
Agency Contribution 900,000.00
Total Sources $33,033,852.80
Uses of Funds:

Deposit to Series 20 Program Account $31,074,987.50
Deposit to Bond Reserve Fund 1,053,079.69
Deposit to Revenue Fund 412,246.71
Deposit to Series 20 Cost of Issuance Account 238,200.00
Underwriters’ Discount and Fee 255,338.90

Total Uses $33,033,852.50

SECURITY FOR THE BONDS

The Bonds are special obligations of the Agency and are payable from and secured solely by a
pledge and grant of a security interest in (a) all Revenues (including all payments of principal of and
interest on Loans, insurance proceeds, Loan Loss Claim Fund Withdrawals and other recovery payments
with respect to Loans, if any); (b) all Loans, and any other Revenue-producing contracts and any and all
rights and interests of the Agency incident thereto and the proceeds thereof; and (c) all moneys, securities,
Reserve Deposits and, subject to the provisions of the applicable supplemental resolution, Additional
Security, if any, in all funds and accounts created by or pursuant to the Resolution (other than the Rebate
Fund established for any Series of Bonds), subject to the provisions of the Resolution permitting the
application of amounts held thereunder for the purposes and on the terms and conditions set forth therein.
See “SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION—Pledge of
the Resolution.”

Revenues

Under the General Resolution, Revenues include (a) all amounts paid or required to be paid with
respect to principal and interest from time to time on Loans, including interest payments on Loans and
Loan Principal Payments, Loan Prepayments and Loan Loss Claim Fund Withdrawals, after deducting
any fees required to be retained by Mortgage Lenders for servicing the Loans, (b) all payments received
on account of Reserve Deposits or Additional Security, if any, and (c) all interest, investment gains and
other income received or moneys or securities held pursuant to the Resolution and paid or to be paid into
the Revenue Fund. Except as may be provided in a supplemental resolution authorizing Reserve Deposits
or Additional Security, all Revenues upon receipt by the Agency are deposited in the Revenue Fund.

The General Resolution provides that the Revenues shall be deposited in the various funds and
accounts and used for the purposes set forth therein. All Revenues are to be used to pay Program
Expenses and interest on and Principal Installments of the Bonds, and to make up any deficiency in any
fund or account established under the Resolution, including the Rebate Fund. See “SUMMARY OF
CERTAIN PROVISIONS OF THE GENERAL RESOLUTION—Revenues and Revenue Fund.”
Any Revenues available after such payments and transfers, subject to the provisions of a supplemental
resolution and upon the direction of the Agency, may be (a) applied to purchase additional Loans,
(b) applied to purchase or redeem Bonds or (c) distributed to the Agency free and clear of the lien of the
Resolution; provided, however, that in the case of any distributions to the Agency a Projection of
Revenues satisfying the requirements of the General Resolution must be filed with the Trustee and, in the
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case of distributions to the Agency from amounts allocable to any Series of Bonds outstanding or the
Series 20 Bonds, on the date of such Projection of Revenues the outstanding principal balance of all
Loans held under the Resolution for the account of the applicable Series of Bonds, plus all amounts held
in the funds and accounts under the Resolution (excluding the amount to be distributed and amounts in
the Rebate Fund) allocable to such Bonds must be at least equal to 101% of the Principal Amount of all
Bonds of the applicable Series then outstanding, plus interest accrued thereon.

If Revenues are not sufficient to pay Principal Installments and interest on the Bonds, moneys in
any Capitalized Interest Account, the Redemption Fund not yet committed to the redemption of Bonds,
the Bond Reserve Fund and the Program Accounts will be applied to make up the deficiency. In addition
to amounts available in the foregoing funds and accounts, any deficiency arising in connection with the
special redemption of Bonds may, subject to certain conditions provided in the applicable supplemental
resolution, be satisfied from amounts on deposit in one or more Contingency Accounts or Loan Loss
Claim Funds. See “SECURITY FOR THE BONDS—Additional Security” and “SUMMARY OF
CERTAIN PROVISIONS OF THE GENERAL RESOLUTION—Revenues and Revenue Fund.”

Loans

The Bonds are secured by a pledge of and lien upon the Loans purchased or held under the
Program. The General Resolution authorizes the purchase or making of Loans consisting of Mortgage
Loans, Home Improvement Loans, Cooperative Housing Loans, Loan Securities and Residential Housing
Loans. However, the Supplemental Resolutions with respect to each Series of Bonds limit the types of
Loans that may be purchased or made with the proceeds of or other amounts allocable to such series.

All Loans currently outstanding under the General Resolution are Mortgage Loans. The
respective Supplemental Resolution for each Series of Bonds permits the application of the proceeds of
such Series to the purchase or making of Mortgage Loans, Home Improvement Loans, Cooperative
Housing Loans, Loan Securities and Residential Housing Loans if certain conditions are met, including
the delivery by the Agency to the Trustee of evidence that such use will not adversely affect the ratings
then assigned to any Bonds.

[Remainder of page intentionally left blank]



The following table sets forth for each Series of Bonds under the General Resolution, the original
amount available for Loans, the aggregate principal amount of Loans outstanding as of March 31, 2004
and the range of interest rates made available for each Series of Bonds.

Original
Amount Qutstanding
Available for Principal

Mortgage Amount of Interest
Series Loans Loans’ Rates’
Series 1 $25,250,000 $ 4,328,024 7.95 - 8.95%
Series 2 37,310,610 5,353,367 7.80 - 8.25
Series 3 30,171,625 6,062,809 7.95- 8.25
Series 4 54,514,000 5,631,103 6.00 -13.50
Series 5 35,000,000 7,271,216 6.75 - 8.50
Series 6 60,000,000 15,399,452 6.55- 8.25
Series 7 42,500,000 19,797,072 5.45- 1755
Series 8 30,035,000 10,035,079 5.65- 17.75
Series 9 61,788,875 30,034,949 4.95- 7.50
Series 10A/B 33,016,574 17,724,596 470 - 6.70
Series 11 24,373,088 9,032,034 545-7.10
Series 12A/B 28,340,702 9,546,184 590- 7.55
Series 13A 33,737,120 16,727,996 6.25- 7.50
Series 14 31,365,000 22,270,965 5.75- 7.00
Series 15 30,900,000 23,176,543 5.55- 6.75
Series 16 79,930,000 58,220,141 5.25- 8.90
Series 17 30,000,000 27,919,072 4.10- 6.20
Series 18 30,000,000 23,872,732 4.10 - 6.60
Series 19 30,142,681 -0-% 3.90- 6.25

! Unless otherwise restricted by the Code and except with respect to the Series 4 Bonds, the Agency is authorized to recycle principal payments
with respect to Mortgage Loans allocated to certain Series of Bonds into new Mortgage Loans.

? Includes Stepped-Rate Mortgage Loans.

* Includes $29,930,000 of previously originated Mortgage Loans that became allocated to the Series 16 Bonds upon the refunding of prior
obligations of the Agency. In addition, the Series 16 transaction provided funds in the amount of $50,000,000 for the origination of new
Mortgage Loans.

4 The Series 19 Bonds were issued in April of 2004; this table denotes loans outstanding as of March 31, 2004.

The Loans to be purchased with the proceeds of the Series 20 Bonds are designed to assist
persons and families of low and moderate income in the State to obtain affordable housing. The ability of
the Agency to apply such proceeds to the purchase of mortgage loans will depend, in large part, on the
level of interest rates on conventional mortgages otherwise available from mortgage lenders.
Accordingly, although the Agency believes that all of the amounts available to purchase Loans pursuant
to the Series 20 Program will be used to purchase Loans, no assurance can be given that this will occur.
Pursuant to the Resolution, unexpended amounts on deposit in the Series 20 Program Account that are not
used to purchase Loans or otherwise subject to mandatory tender are required to be used to redeem
Bonds. See “THE SERIES 20 BONDS—Redemption Provisions—Special Redemption.”

The Agency has covenanted in the General Resolution that, in a manner consistent with the Act
and with the provisions of the Resolution, it will use and apply funds made available in connection with
the issuance of the Bonds to the extent not reasonably required for other Program purposes of the Agency,
to purchase or make Loans. In addition, in order to receive and collect Revenues, the Agency will do all



such acts and things necessary as may be consistent with sound banking practices and principles, and will
diligently enforce and take all steps, actions and proceedings reasonably necessary, in the judgment of the
Agency, to enforce all terms, conditions and covenants of Loans. Each Loan purchased or made by the
Agency from the proceeds of Bonds or other moneys available therefor under the Resolution shall be
secured, shall bear such insurance or guarantees, shall be in the amounts and shall otherwise have such
terms and conditions as may be specified in the applicable supplemental resolution.

Whenever it shall be necessary in order to protect and enforce the rights of the Agency under a
Loan and to protect and enforce the rights and interest of Bondowners under the Resolution, the General
Resolution requires the Agency to take steps to enforce any policy or certificate of insurance or guaranty
or Additional Security relating to a Loan and to foreclose the mortgage or enforce the security interest
created by such Loan and to collect, hold and maintain or to sell or otherwise dispose of the collateral
securing the note, mortgage or other instrument which is in default under the provisions of such Loan and,
if the Agency deems such to be advisable, to bid for and purchase such collateral at any foreclosure sale.

The Agency may sell or otherwise dispose of any Loan which is in default or delinquent in the
payment of principal or interest thereon if the Agency determines that such action is in the best interests
of the Agency and Bondowners and will result in a greater availability of Revenues to pay Aggregate
Debt Service when due and Program Expenses than would be the case if such Loan is not sold.

The Agency may sell or otherwise dispose of any Loan which is not in default or delinquent in
the payment of principal or interest thereon, or transfer any such Loan to itself free and clear of the pledge
of the Resolution and at such price as the Agency shall determine, provided that prior to any such
disposition or transfer the Agency files with the Trustee a Projection of Revenues showing that following
such disposition or transfer anticipated Revenues, together with any other moneys available for such
purposes, will be sufficient to pay in the current and each subsequent Fiscal Year Aggregate Debt Service
when due and all Program Expenses. Except as otherwise provided in any supplemental resolution, the
proceeds, if any, of sale, transfer or other disposition of any Loan which was not in default or delinquent
in the payment of principal or interest thereon shall not constitute a Loan Prepayment and shall not be
deposited directly or indirectly in a Special Redemption Account for any Series of Bonds outstanding.

Bond Reserve Fund

The General Resolution requires that a Bond Reserve Fund be established and provides for its
funding and maintenance in an amount at least equal to the Bond Reserve Fund Requirement. The
General Resolution establishes the Bond Reserve Fund Requirement as an amount at least equal to the
aggregate of the Series Bond Reserve Fund Requirements for all Series of Bonds outstanding as
established in the supplemental resolution for such series.

The supplemental resolutions for each Series of Bonds currently outstanding have established the
Series Bond Reserve Requirement for the applicable Series of Bonds at an amount at least equal to the
lesser of (a) 50% of the maximum amount of Debt Service payable on such Series of Bonds in the current
or any subsequent Fiscal Year and (b) 10% of the original net proceeds of such Series of Bonds.

Investment Obligations on deposit in the Bond Reserve Fund are valued under the Resolution at
par, if purchased at par, or at amortized value if purchased at other than par. See “SUMMARY OF
CERTAIN PROVISIONS OF THE GENERAL RESOLUTION—Investments and Deposits.” As of
March 31, 2004, cash and Reserve Deposits (as defined below) on deposit in the Bond Reserve Fund
aggregated $31,312,660 and the Bond Reserve Fund Requirement was $17,640,352. With the exception
of a reserve fund surety bond in the amount of $1,570,000 issued by Ambac Assurance Corporation
(“Ambac Assurance”) in connection with the issuance of the Series 7A Bonds, the Bond Reserve Fund



has been funded entirely with cash. Upon the delivery of the Series 20 Bonds the amount on deposit in
the Bond Reserve Fund will be at least equal to the Bond Reserve Fund Requirement.

Moneys in the Bond Reserve Fund may not be withdrawn in any amount which would reduce the
amount on deposit in the Bond Reserve Fund to less than the Bond Reserve Fund Requirement except for
the purpose of paying Principal Installments and interest on Bonds maturing and becoming due for the
payment of which no other moneys pledged under the Resolution (other than amounts on deposit in the
Program Accounts, if any) are available. In lieu of cash or securities, to the extent that the then current
unenhanced ratings assigned to the Bonds by any Nationally Recognized Credit Rating Agency will not
be adversely affected, the General Resolution allows the Agency to satisfy the Bond Reserve Fund
Requirement in part or in whole by maintaining (a) irrevocable and unexpired letters of credit issued by a
banking institution, (b) irrevocable policies of insurance in full force and effect, (c) irrevocable guaranties
by banks, bank holding companies or insurance companies or (d) such other security or amounts as may
be specified in a supplemental resolution and pledged to the payment of Bonds or Loans (collectively,
“Reserve Deposits”), in each case making funds available to the Trustee for the same purpose and subject
to the same conditions as such cash or securities would be available.

Projection of Revenues

The General Resolution requires that the Agency file with the Trustee a Projection of Revenues
(a) upon delivery of any Series of Bonds; (b) upon the mandatory tender and interest rate adjustment on
any Fixed Rate Bonds of any Series, (c) prior to the transfer of moneys from the Revenue Fund to the
Agency free and clear of the lien of the Resolution; (d) except in certain circumstances, prior to the
application of moneys in the Debt Service Fund or the Redemption Fund for the purchase or redemption
of Bonds or the transfer of moneys in the Revenue Fund to a Program Account for the purchase of Loans;
(e) prior to the sale of any Loan which is not in default or delinquent in any payments thereon and
(f) upon filing with the Trustee the annual budget with respect to the Program for the ensuing Fiscal Year.
Each Projection of Revenues is required to show, in effect, that after the intended action, anticipated
Revenues and other funds thereafter available will be sufficient to pay in each subsequent Fiscal Year the
Principal Installments of and interest on all outstanding Bonds when due and all Program Expenses or, if
that is not the case, that such action will produce a greater amount of Revenues and other funds available
for such purpose than would be the case if the Agency fails to take such action. In the case of transfers to
the Agency, the Projection of Revenues must also demonstrate funds sufficient to make required deposits,
if any, into the Rebate Fund and Bond Reserve Fund in each subsequent Fiscal Year. See “SUMMARY
OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION” and “APPENDIX IV—
DEFINITIONS OF CERTAIN TERMS—Projection of Revenues.”

The Projection of Revenues to be prepared upon the issuance of the Series 20 Bonds will be
based upon, among other things, the assumptions that the Loans expected to be purchased with moneys in
each Program Account under the Resolution, including the Series 20 Program Account, will be fully
amortizing Loans of 30-year terms.

The foregoing Projections of Revenues further assume that moneys in the various funds and
accounts established under the Resolution will be invested prior to application (a)in Investment
Obligations at actual yields available to the Agency pursuant to existing investment contracts or
arrangements or (b) if such moneys are not then invested, at the lowest yields as may be required by a
Nationally Recognized Credit Rating Agency.

The Principal Installments on the Prior Bonds were established, and the Principal Installments on
the Series 20 Bonds will be established at the time of issuance of such Bonds, based on the scheduled
amortization payments on the Loans then expected to be purchased with the proceeds of the applicable
Series of Bonds so that even if no Loan Prepayments were received with respect to such Loans, Revenues
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and other available money expected to be held in the funds and accounts under the Resolution would be
sufficient to pay when due the Principal Installments of and interest on such Series of Bonds and all
Program Expenses allocable thereto. Revenues (including Loan Prepayments, if any) may be received
from time to time in amounts in excess of the amounts necessary to pay the interest on and Principal
Installments of the Bonds then due. Payments of principal and interest on Loans, including Loan
Prepayments, in excess of the amounts necessary to pay interest on and Principal Installments of the
Bonds, unless applied by the Agency to purchase additional Loans, may be applied to redeem Bonds,
including the Series 20 Bonds, prior to maturity. See “THE SERIES 20 BONDS—Redemption
Provisions—Special Redemption.”

To the extent that Loans are not purchased at the times and interest rates anticipated by the
Agency, or timely payment of principal or interest on the Mortgage Loans is not received when due, or
prepayments on Loans are received at a rate substantially higher than assumed, or the Agency suffers
losses on Loans in excess of any applicable mortgage insurance or guarantee or in excess of amounts
otherwise available therefor or investment income differs from the amount projected by the Agency, the
Revenues and other moneys available under the Resolution for payment of the Bonds, including the
amounts in the Bond Reserve Fund, may be adversely affected. Certain proceeds of the Bonds, including
proceeds on deposit in the Program Fund and the Bond Reserve Fund, have been and will be used to
purchase Investment Obligations.

Additional Security

In addition to the security provided for the Bonds under the General Resolution and any security
provided for Loans under the applicable supplemental resolution, to the extent the provision thereof will
not adversely affect the unenhanced ratings assigned to any Bonds outstanding by any Nationally
Recognized Credit Rating Agency, the Agency may obtain letters of credit, lines of credit, surety bonds,
insurance policies, guarantees or similar obligations or other agreements or instruments (“Additional
Security”) providing for or further securing the payment of all or a portion of the Principal Installments or
redemption price of and interest on the Bonds or providing Reserve Deposits or providing for the
purchase of Bonds by the issuer or obligor of any such Additional Security or providing for or further
securing the payment of the principal and interest and other payments to be made on Loans. See
“SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION—Additional
Security.”

As of the date hereof the Agency has provided the following Additional Security for the Bonds
currently outstanding and is to provide the following Additional Security for the Series 20 Bonds:

Loan Loss Claim Funds. In addition to the requirements of the Resolution relating to primary
mortgage insurance for Loans acquired from amounts in the various Program Accounts under the
Resolution, the Agency has established separate Loan Loss Claim Funds with respect to the Loans
allocable to the Series 20 Bonds and each Series of Bonds heretofore issued under the General
Resolution.

The Loan Loss Claim Fund for each Series of Bonds must each be maintained in an amount at
least equal to (x) 1.85% of the sum of (a) the aggregate unpaid principal amount of all Prior Resolution
Loans (in the case of the Series 4 Loan Loss Claim Fund) and all Loans purchased from amounts on
deposit in the related Program Account plus (b) the aggregate amount, if any, then held in the related
Program Account which may be applied to the purchase of such Loans, less (y) the aggregate amount
withdrawn from such Loan Loss Claim Fund on account of Loan Losses; or in such lesser amount as each
Nationally Recognized Credit Rating Agency then maintaining a rating on any Bonds outstanding
confirms will not adversely affect the unenhanced rating on the Bonds (the “Loan Loss Claim Fund
Requirements”).
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In addition to cash and Investment Obligations, the Supplemental Resolutions permit the Loan
Loss Claim Funds to be funded with one or more Loan Loss Claim Fund Deposits. See
“APPENDIX IV—DEFINITIONS OF CERTAIN TERMS.” The Twenty-Fourth Supplemental
Resolution provides for the deposit of a Surety Bond provided by FSA in the Loan Loss Claim Fund in an
amount equal to $574,887 (the “Series 20 Loan Loss Claim Fund Requirement”).

The following table presents information as of March 31, 2004 on the Loan Loss Claim Fund for
each Series of Bonds. For certain information with respect to the providers of the Loan Loss Claim Fund
Deposits, see  “APPENDIX V—CERTAIN INFORMATION REGARDING CREDIT
ENHANCEMENT PROVIDERS.”

Loan Loss Loan Loss
Claim Fund Claim Fund
Series of Bonds Amount Losses Paid"” Requirement
Series 1 $ 225,000% $ 806,840 $ -0-
Series 2 350,000 1,406,891 -0-
Series 3 325,000? 1,165,698 -0-
Series 4 335,000? 327,235 -0-
Series 5 435,000 722,820 -0-
Series 6 850,000? 887,381 -0-
Series 7 650,000? 113,186 253,060
Series 8 555,650% 104,131 81,518
Series 9 1,145,000 159,515 396,132
Series 10 610,807? 7,956 319,949
Series 11 450,902 1,470 167,750
Series 12 524,303@ -0- 181,155
Series 13 624,137? -0- 315,635
Series 14 555,144@ -0- 412,013
Series 15 577,478% 4,543 437,256
Series 16 1,478,705 22,572 1,059,065
Series 17 555,827© -0- 546,627
Series 18 562,563 -0- 553,361
Series 19 559,995 -0- 557,640

" Losses paid in excess of the Loan Loss Claim Fund Amount have been paid from available funds of the

Agency.
@ Surety Bond provided by FSA.
@ Series 2 was additionally secured in the amount of $771,747 under a Letter of Credit from Sanwa Bank through
January 12, 2001.
Surety Bond provided by Ambac Assurance Corporation.
Surety Bond provided by MBIA Insurance Corporation.
Funded by a cash deposit from available funds of the Agency.

“)
)
(6)

If the Agency realizes a Loan Loss on a Loan, the Trustee shall withdraw the amount of such
Loan Loss (a “Loan Loss Claim Fund Withdrawal”) from the Loan Loss Claim Fund created for the
related Series of Bonds, or, if the Loan Loss is with respect to a Home Improvement Loan financed with
proceeds of the Series 2 Bonds, from the Series 2 Home Improvement Loan Loss Claim Fund, and
deposit such amount in the Revenue Fund. Any Loan Loss Claim Fund Withdrawals so deposited in the
Revenue Fund will constitute Revenues under the Resolution and may, but are not required to be, used
only to pay interest on and Principal Installments of the related Series of Bonds. In addition, if at any
time the amounts otherwise available in any Special Redemption Account are insufficient to permit the
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Agency to file the Projection of Revenues required by the General Resolution (after application to such
purposes of all amounts available therefor in all other funds and accounts maintained under the
Resolution other than the Rebate Fund), the Trustee shall withdraw the amount of the deficiency from any
Loan Loss Claim Fund or the Series 2 Home Improvement Loan Loss Claim Fund, as directed by the
Agency, and deposit the amount so withdrawn in the Revenue Fund or the applicable Special Redemption
Account, provided that the amount remaining in the applicable Loan Loss Claim Fund after any such
withdrawal is not less than the applicable Loan Loss Claim Fund Requirement, and provided further that
amounts on deposit in the Series 1, Series 4, Series 8, Series 9, Series 10, Series 11, Series 12, Series 13,
Series 14, Series 15, Series 16, Series 17, Series 18, Series 19 and Series 20 Bonds Loan Loss Claim
Funds may only be applied to the redemption of Series 1, Series 4, Series 8, Series 9, Series 10,
Series 11A, Series 12, Series 13A, Series 14A, Series 15A, Series 16, Series 17, Series 18, Series 19 or
Series 20 Bonds, respectively, and that amounts on deposit in each other Loan Loss Claim Fund may only
be applied to the redemption of the related Series of Bonds or any other Series of Bonds (other than the
Series 4 Bonds) issued prior to such Series of Bonds.

While the amount of each Loan Loss Claim Fund Requirement will decline, among other reasons,
as Loans are paid or prepaid in accordance with their terms, the Supplemental Resolutions provide that
the respective amounts of the Loan Loss Claim Fund Deposits may not be correspondingly reduced and
amounts on deposit in the Loan Loss Claim Funds may not be withdrawn in such events unless each
Nationally Recognized Credit Rating Agency then maintaining a rating on any Bonds Outstanding
confirms that such reduction or withdrawal will not adversely affect the unenhanced ratings then assigned
by it to any Bonds Outstanding. Amounts on deposit in or credited to the Loan Loss Claim Funds may be
withdrawn or reduced by the Agency without approval of such rating agencies due to the non-origination
of Loans or to the extent Loan Losses are paid from the applicable Loan Loss Claim Fund.

Not less than five business days prior to the expiration date of any Loan Loss Claim Fund
Deposit, the Agency shall deposit with the Trustee either an extension of or substitute for such Loan Loss
Claim Fund Deposit, in either case in an amount available to be drawn thereunder sufficient to satisfy the
applicable Loan Loss Claim Fund Requirement or, if less, the stated amount of the expiring Loan Loss
Claim Fund Deposit. If the Agency fails to deposit an extension of or substitute for such Loan Loss
Claim Fund Deposit with the Trustee, not less than three business days prior to the expiration date of the
Loan Loss Claim Fund Deposit, the Trustee shall draw on such Loan Loss Claim Fund Deposit and
deposit in the applicable Loan Loss Claim Fund an amount sufficient to satisfy the applicable Loan Loss
Claim Fund Requirement or, if less, the full amount then available to be drawn under the applicable Loan
Loss Claim Fund Deposit.

Contingency Accounts. As additional security for the Bonds set forth below, the related
Supplemental Resolution established a Contingency Account for such Series of Bonds in the amounts set
forth below. The Twenty-Fourth Supplemental Resolution has established the Series 20 Contingency
Account which is expected to be funded by a surety bond provided by FSA. The previously established
Contingency Accounts have been funded with surety bonds as described below and such surety bonds
shall expire upon payment, in full, of the applicable Series of Bonds. For certain information with respect
to FSA, Ambac Assurance and MBIA Insurance Corporation (“MBIA”), see “APPENDIX V—
CERTAIN INFORMATION REGARDING CREDIT ENHANCEMENT PROVIDERS.”
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Contingency Account

Series of Bonds Amount
Series 7A $850,000"
Series 8 400,000
Series 9 875,000?
Series 10A/B 600,000
Series 11A 513,010%
Series 12 552,416%
Series 13 603,321
Series 14 518,628
Series 15 800,000
Series 16 -0-
Series 17 640,000
Series 18 750,000
Series 19 750,000
Series 20 750,000

' Surety Bond provided by Ambac Assurance Corporation.
@ Surety Bond provided by MBIA Insurance Corporation.
© Surety Bond provided by Financial Security Assurance Inc.

If money is transferred from the Series 7A, Series 8, Series 9, Series 10A/B, Series 11A,
Series 12A/B, Series 13A, Series 14A, Series 15A, Series 17, Series 18, Series 19 or Series 20 Program
Account to the applicable Special Redemption Account as a result of the Agency’s inability to purchase
Loans or is deposited in a Special Redemption Account due to prepayments of the Loans that are not used
to purchase additional Loans, the Agency will redeem a portion of the outstanding Bonds in accordance
with, and upon satisfaction of the conditions set forth in, the General Resolution (See “SUMMARY OF
CERTAIN PROVISIONS OF THE GENERAL RESOLUTION—Redemption Fund.”) Prior to
such redemption, the Agency must deliver to the Trustee a Projection of Revenues demonstrating that
following such redemption anticipated Revenues and other funds available for the purpose will be
sufficient to pay in the current and each subsequent Fiscal Year Aggregate Debt Service when due and all
Program Expenses or, if that will not be the case, that in the judgment of the Agency such redemption will
result in a greater amount of Revenues and other funds available to pay in the current and each subsequent
Fiscal Year Aggregate Debt Service when due and all Program Expenses than would be the case if such
redemption is not effected. If the Agency is unable to deliver such Projection of Revenues without the
deposit of additional moneys in the Revenue Fund, the Agency may deposit the deficiency in the Revenue
Fund, for application to the redemption of the Bonds, or if the Agency shall fail to make such deposit, the
Trustee will withdraw from a Contingency Account and deposit in the Revenue Fund, for application to
the redemption of the Bonds, an amount (up to an aggregate amount equal to the initial deposit therein)
sufficient to enable the Agency to deliver such Projection of Revenues. A Contingency Account for a
Series of Bonds, other than the Series 7A Contingency Account and the Series 8 Contingency Account,
may only be drawn upon in connection with a redemption of such Series of Bonds or a prior Series of
Bonds for which a Contingency Account has been established. The Series 7A Contingency Account may
only be drawn upon in connection with a redemption of the Series 7A Bonds and the Series 8
Contingency Account may only be drawn upon in connection with a redemption of the Series 8§ Bonds.

FSA Surety Bonds
The Series 10 Contingency Account Requirement, the Series 11 Contingency Account

Requirement, the Series 12 Contingency Account Requirement, the Series 13 Contingency Account
Requirement, the Series 14 Contingency Account Requirement, the Series 15 Contingency Account
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Requirement, the Series 17 Contingency Account Requirement, the Series 18 Contingency Account
Requirement and the Series 19 Contingency Account Requirement have been funded with the Series 10
Contingency Account Surety, the Series 11 Contingency Account Surety, the Series 12 Contingency
Account Surety, the Series 13 Contingency Account Surety, the Series 14 Contingency Account Surety,
the Series 15 Contingency Account Surety, the Series 17 Contingency Account Surety, the Series
18 Contingency Account Surety and the Series 19 Contingency Account Surety, respectively. The Loan
Loss Claim Fund Requirement for each Series of Bonds other than the Series 8 Bonds, Series 9 Bonds,
Series 16 Bonds, Series 17 Bonds, Series 18 Bonds and Series 19 Bonds, has been funded with a Loan
Loss Claim Fund Surety provided by FSA. Such surety bonds provide that after receipt by FSA of a
demand for payment executed by the Trustee certifying that under the provisions of the Resolution, a
withdrawal is required to be made from the respective Contingency Account or the respective Loan Loss
Claim Fund, as applicable, and such withdrawal cannot be made from other funds available in the
Series 10 Contingency Account, the Series 11 Contingency Account, the Series 12 Contingency Account,
the Series 13 Contingency Account, the Series 14 Contingency Account, the Series 15 Contingency
Account, the Series 17 Contingency Account, the Series 18 Contingency Account or the Series 19
Contingency Account respectively, or the respective Loan Loss Claim Fund, FSA is to deposit funds with
the Trustee sufficient to enable the Trustee to make such withdrawals in the required amount, but in no
event exceeding the Surety Bond Coverage, as defined in each of the surety bonds.

It is anticipated that the Series 20 Contingency Account Requirement will be funded with the
Series 20 Contingency Account Surety. The Series 20 Contingency Account Surety will provide that
after receipt by FSA of a demand for payment executed by the Trustee certifying that under the provisions
of the Resolution, a withdrawal is required to be made from the Series 20 Contingency Account and such
withdrawal cannot be made from other funds available in the Series 20 Contingency Account, FSA is to
deposit funds with the Trustee sufficient to enable the Trustee to make such withdrawals in the required
amount, but in no event exceeding the Surety Bond Coverage, as defined in the Series 20 Contingency
Account Surety.

Pursuant to the terms of each of the surety bonds, the Surety Bond Coverage provided by the
respective surety bond is to be automatically reduced to the extent payment is made by FSA under the
terms of the surety bond and the Agency would be required to reimburse FSA for any draws under the
surety bond with interest at a market rate. The reimbursement obligation of the Agency under each surety
bond is a general obligation of the Agency.

The surety bonds do not insure against nonpayment caused by the insolvency or negligence of the
Trustee.

MBIA Surety Bonds

The Series 9 Contingency Account Requirement has been funded with the Series 9 Contingency
Account Surety and the Series 9 Loan Loss Claim Fund Requirement has been funded with the Series 9
Loan Loss Claim Fund Surety. Such surety bonds provide that after receipt by MBIA of a demand for
payment executed by the Trustee certifying that under the provisions of the Resolution a withdrawal is
required to be made from the Series 9 Contingency Account or the Series 9 Loan Loss Claim Fund and
such withdrawal cannot be made from other funds available in the Series 9 Contingency Account or the
Series 9 Loan Loss Claim Fund, MBIA is to deposit funds with the Trustee sufficient to enable the
Trustee to make such withdrawals in the required amount, but in no event exceeding the Surety Bond
Coverage, as defined in each of the surety bonds.

Pursuant to the terms of each of the surety bonds, the Surety Bond Coverage provided by the

respective surety bond is to be automatically reduced to the extent payment is made by MBIA under the
terms of the surety bond and the Agency would be required to reimburse MBIA for any draws under the

15



surety bond with interest at a market rate. The reimbursement obligation of the Agency under each surety
bond is a general obligation of the Agency.

The surety bonds do not insure against nonpayment caused by the insolvency or negligence of the
Trustee.

Ambac Surety Bonds

The Series 7A Contingency Account Requirement and the Series 8 Contingency Account
Requirement have been funded with the Series 7A Contingency Account Surety and the Series 8
Contingency Account Surety, respectively, the Series 8 Loan Loss Claim Fund Requirement has been
funded with the Series 8 Loan Loss Claim Fund Surety and the Bond Reserve Fund Requirement for the
Series 7A Bonds has been funded with a surety bond provided by Ambac Assurance. Such surety bonds
provide that after receipt by Ambac Assurance of a demand for payment executed by the Trustee
certifying that under the provisions of the Resolution a withdrawal is required to be made from the Bond
Reserve Fund, the Series 7A Contingency Account or Series 8 Contingency Account, as applicable, or the
Series 8 Loan Loss Claim Fund and such withdrawal cannot be made from other funds available in the
Bond Reserve Fund, the Series 7A Contingency Account or Series 8 Contingency Account, respectively,
or the Series 8 Loan Loss Claim Fund, Ambac Assurance is to deposit funds with the Trustee sufficient to
enable the Trustee to make such withdrawals in the required amount, but in no event exceeding the Surety
Bond Coverage, as defined in each of the surety bonds.

Pursuant to the terms of each of the surety bonds, the Surety Bond Coverage provided by the
respective surety bond would be automatically reduced to the extent payment is made by Ambac
Assurance under the terms of such surety bond and the Agency would be required to reimburse Ambac
Assurance for any draws under such surety bond with interest at a market rate. Upon such reimbursement
of draws under the Bond Reserve Fund surety bond provided in connection with the issuance of the
Series 7A Bonds, such surety bond would be reinstated to the extent of each principal reimbursement up
to but not exceeding its Surety Bond Coverage. The reimbursement obligation of the Agency under each
surety bond is a general obligation of the Agency.

The surety bonds do not insure against nonpayment caused by the insolvency or negligence of the
Trustee.

[Remainder of page intentionally left blank]
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Additional Security for Certain Bonds

In connection with the issuance of the Bonds set forth below, the Agency caused the related
municipal bond insurance provider to issue a municipal bond insurance policy relating to such Series of
Bonds. Such insurance policies do not secure the Series 20 Bonds.

Municipal Bond
Series of Bonds Insurance Provider
Series 6 Ambac Assurance
Series 7A Ambac Assurance
Series 8 Ambac Assurance
Series 9 MBIA
Series 10A/B FSA
Series 11A FSA
Series 12A/B FSA
Series 13A FSA
Series 14A FSA
Series 15A FSA
Series 16A FSA
Series 17 FSA
Series 18A FSA
Series 19 FSA

Additional Bonds

The General Resolution permits the issuance of additional Bonds thereunder for the purpose of
providing funds for the Program and, in addition, to refund outstanding Bonds issued under the General
Resolution or other bonds or notes of the Agency issued to finance Loans qualifying under the General
Resolution, so long as the issuance of such additional Bonds would not adversely affect the unenhanced
ratings then assigned to any Bonds outstanding by any Nationally Recognized Credit Rating Agency.
Any additional Bonds issued under the General Resolution would be on a parity with the outstanding
Bonds and would 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 is to be deposited in the Bond Reserve Fund, if necessary, amounts sufficient
to increase the amount therein to the Bond Reserve Fund Requirement calculated after such issuance.
Prior to the delivery of any additional Bonds, the Agency is required to file a Projection of Revenues with
the Trustee. See “SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL
RESOLUTION—Authorization and Issuance of Bonds.” No assurance can be given, however, that
any Additional Security for the Bonds provided in connection with the issuance of any Additional Bonds
would provide coverage that is comparable to the coverage provided by the Loan Loss Claim Funds and
Contingency Accounts described above.

Enforceability of Remedies

The remedies available to the Owners of the Series 20 Bonds upon an event of default under the
Resolution or other documents described herein are in many respects dependent upon judicial actions,
which are often subject to discretion and delay. Under existing constitutional and statutory law and
judicial decisions, the remedies set forth in the Resolution and the various Program Documents may not
be readily available or may be limited. The various legal opinions to be delivered concurrently with the
delivery of the Series 20 Bonds will be qualified as to the enforceability of the various legal instruments
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by limitations imposed 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.

MUNICIPAL BOND INSURANCE

Concurrently with the issuance of the Series 20 Bonds, Financial Security Assurance Inc.
(together with its successors or assigns, the “Bond Insurer”) will issue its Municipal Bond Insurance
Policy for the Series 20 Bonds (the “Policy”). The Policy guarantees the scheduled payment of principal
of and interest on the Series 20 Bonds when due as set forth in the form of the Policy included as
“APPENDIX VIII—SPECIMEN MUNICIPAL BOND INSURANCE POLICY” of this Official
Statement.

The Policy is not covered by any insurance security or guaranty fund established under New
York, California, Connecticut or Florida insurance law. Additional information regarding FSA can be
found in “APPENDIX V—CERTAIN INFORMATION REGARDING CREDIT ENHANCEMENT
PROVIDERS.”

THE SERIES 20 BONDS
Fixed Rate Bonds

The Fixed Rate Bonds will be dated the date of initial delivery and will be issued as fully
registered bonds without coupons in denominations of $5,000 or any multiple thereof, and are to mature
on the dates and bear interest at the rates shown on the inside cover page of this Official Statement.
Interest is payable on the Fixed Rate Bonds on May 1, 2005 and semi-annually thereafter on May 1 and
November 1 of each year and on the maturity date thereof. Interest on the Fixed Rate Bonds shall be
calculated on the basis of a 360 day year of twelve 30-day months. The interest rates on the Fixed Rate
Bonds are subject to adjustment as described herein.

Mandatory Tender of the Fixed Rate Bonds. Pursuant to the Twenty-Fourth Supplemental
Resolution, a Principal Amount of Fixed Rate Bonds not in excess of the amount on deposit in the Series
20 Program Account may be subject to mandatory tender for purchase on any date (the “Adjustment
Date”) during the period from February 1, 2005 to July 1, 2007, inclusive (the “Adjustment Option
Period”), subject to the right of the Owners of such Fixed Rate Bonds to elect to retain such Bonds. On
the Adjustment Date, the Fixed Rate Bonds of any Owner that are subject to mandatory tender shall either
be purchased by the Agency and remarketed as an equal Principal Amount of Fixed Rate Bonds (the
“Adjusted Rate Bonds”) bearing interest at the Adjusted Interest Rate (as hereinafter defined) or, if the
Owner so elects, exchanged for an equal Principal Amount of Fixed Rate Bonds bearing interest at the
Adjusted Interest Rate. Any Fixed Rate Bonds purchased on the Adjustment Date are to be purchased at
a price equal to the issue price thereof (including any initial issue premium paid with respect to the
Premium PAC Bonds), plus accrued interest to (but not including) the Adjustment Date.

The interest rate on the Fixed Rate Bonds subject to mandatory tender on the Adjustment Date
may not be adjusted unless the yield on the Pro-Forma Tender Bonds (as hereinafter defined), assuming
such Bonds bear interest at the Pro-Forma Adjusted Interest Rate (as hereinafter described), is at least
.50% per annum lower than the yield on the Series 20 Bonds calculated as of the date of issuance of the
Fixed Rate Bonds, and unless certain other conditions specified in the Twenty-Fourth Supplemental
Resolution are satisfied.

Determination of the Adjusted Interest Rate. If at any time during the Adjustment Option
Period moneys remain on deposit in the Series 20 Program Account and the Agency makes certain
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determinations specified in the Twenty-Fourth Supplemental Resolution with respect to the marketability
of Loans bearing interest at the rate that would result from the adjustment of the interest rate on a
Principal Amount of Fixed Rate Bonds equal to no more than the amount on deposit in the Series 20
Program Account to the Pro-Forma Adjusted Interest Rate (as hereinafter defined), the Agency may
deliver to the Remarketing Agent a certificate of an authorized officer directing the Remarketing Agent to
determine and certify to the Agency a Pro-Forma Adjusted Interest Rate for each maturity of the Fixed
Rate Bonds as of a date (the “Certification Date”) specified by the Agency, which date shall be not less
than two business days after the date of such Certificate. The certificate shall also specify a Principal
Amount of Fixed Rate Bonds that may be subject to mandatory tender for purchase on the Adjustment
Date (the “Pro-Forma Tender Bonds™), which Principal Amount shall not exceed the amount on deposit in
the Series 20 Program Account. The Pro-Forma Adjusted Interest Rate shall be the lowest rate or rates
which, in the judgment of the Remarketing Agent, on the basis of prevailing market conditions, would
permit the resale of the Pro-Forma Tender Bonds at par plus accrued interest, if any, on the Certification
Date.

If on or after any Certification Date, the Agency makes certain determinations specified in the
Twenty-Fourth Supplemental Resolution with respect to the marketability of Loans bearing interest at the
rate that would result from the adjustment of the interest rate on all Pro-Forma Tender Bonds to the
Pro-Forma Adjusted Interest Rate, the Agency may elect to call a Principal Amount of Fixed Rate Bonds
(not in excess of the amount of Pro-Forma Tender Bonds) for mandatory tender on the Adjustment Date
and remarketing as Adjusted Rate Bonds. The Adjustment Date shall be any date during the Adjustment
Option Period, selected by the Agency, that is not less than 33 days after the date on which the Agency
makes the election described above.

If the Agency elects to call Fixed Rate Bonds for mandatory tender on the Adjustment Date, each
maturity of Fixed Rate Bonds outstanding shall be called for tender, as nearly as practicable, in
accordance with the ratio which the aggregate Principal Amount of such Fixed Rate Bonds of each
maturity outstanding bears to the aggregate Principal Amount of such Fixed Rate Bonds of all maturities
outstanding. The Trustee shall select by lot the Fixed Rate Bonds (hereinafter referred to as “Series 20
Tender Bonds”) within each maturity to be so tendered.

Not less than 30 days prior to the Adjustment Date, notice of the mandatory tender for purchase
or exchange of Series 20 Tender Bonds shall be given by the Trustee to all Owners of Series 20 Tender
Bonds. Each such notice shall state, in effect:

. the Principal Amount of Series 20 Tender Bonds owned by such Owner and the bond
numbers and maturity dates thereof;

. that, unless the Agency fails to satisfy the conditions to the mandatory tender of Series 20
Tender Bonds, the Series 20 Tender Bonds of such Owner will be exchanged for
Adjusted Rate Bonds or purchased from the Owner and remarketed as Adjusted Rate
Bonds on the Adjustment Date in either case bearing the same maturity dates as the
Series 20 Tender Bonds for which they were exchanged;

. that the Owners of Series 20 Tender Bonds will no longer be entitled to receive interest
on such Bonds after the Adjustment Date, except in the case of Series 20 Tender Bonds
retained pursuant to elections and not purchased (in which case such Bonds shall, from
and after the Adjustment Date, bear interest at the Adjusted Interest Rate);

. that each Series 20 Tender Bond shall be purchased on the Adjustment Date unless the
Bondowner directs the Agency and the Trustee not to purchase all or any specified
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portion of such Owner’s Series 20 Tender Bonds in accordance with the Twenty-Fourth
Supplemental Resolution:

. the date by which an Owner electing to retain Series 20 Tender Bonds must notify the
Trustee of such election and instructions for delivering notice of such election;

. that if the Series 20 Tender Bonds had been exchanged for Adjusted Rate Bonds on the
Certification Date, they would have borne interest thereafter at the Pro-Forma Adjusted
Interest Rate, the method by which the Adjusted Interest Rate will be determined and that
the actual Adjusted Interest Rate will be determined on the Calculation Date, which date
shall be a date not earlier than fifteen and not later than seven days prior to the
Adjustment Date;

. that, except with respect to Series 20 Tender Bonds registered in the name of the
Securities Depository (or any substitute or successor depository) or its nominee, each
Bondowner shall deliver such Bond or Bonds to the Trustee not later than 10:30 A.M.
(New York City time) on the Adjustment Date; and

. that if no adjustment of interest rate takes place as a result, of a failure by or inability of
the Remarketing Agent to set the Adjusted Interest Rate as described above or as
otherwise provided in the Twenty-Fourth Supplemental Resolution, all Series 20 Tender
Bonds will be subject to mandatory redemption at the issue price thereof (including any
initial issue premium paid with respect to the Premium PAC Bonds) on the Adjustment
Date.

Interest Rates and Maturities of Adjusted Rate Bonds. On the Calculation Date, the
Remarketing Agent shall determine and announce to the Trustee and the Agency the Adjusted Interest
Rate that the Adjusted Rate Bonds of each applicable maturity shall bear as of and after the Adjustment
Date. The Adjusted Interest Rate shall be the lowest rate or rates which, in the judgment of the
Remarketing Agent, as of the date of such determination and under prevailing market conditions, would
permit the resale of the Adjusted Rate Bonds on such date at par plus accrued interest, if any. If the
Remarketing Agent shall fail or be unable to set the Adjusted Interest Rate on the Calculation Date, all
Series 20 Tender Bonds shall be subject to mandatory redemption on the Adjustment Date.

Election to Retain Adjusted Bonds. Any Owner of an Adjusted Rate Bond who has received
notice from the Trustee that such Owner’s Fixed Rate Bonds will be subject to interest rate adjustment
may elect to retain all or a portion of such Fixed Rate Bonds as Adjusted Rate Bonds. An Owner of a
Series 20 Tender Bond who elects to retain such Bonds must, in lieu of purchase by the Agency,
exchange such specified portion of Series 20 Tender Bonds for an amount of Adjusted Rate Bonds equal
in Principal Amount to the Series 20 Tender Bonds tendered for exchange and of the same maturity as the
Series 20 Tender Bonds so exchanged. Such election must be in writing, sent by mail, telex or facsimile
and received by the Trustee not later than 4:00 P.M., New York time, on the 15th day prior to the
Adjustment Date (or if such day is not a Business Day, the next succeeding Business Day). Such election
may be made with respect to all or any specified portion of such Owner’s Series 20 Tender Bonds (which
portion shall be in integral multiples of $5,000).

A Bondowner electing to retain a Series 20 Tender Bond shall state (a) that such person is the
Owner of the Series 20 Tender Bonds to be exchanged for Adjusted Rate Bonds and (b) the maturity date
of the Adjusted Rate Bonds for which such Owner’s Series 20 Tender Bonds are to be exchanged and the
Principal Amount or Amounts applicable to such maturity date and acknowledge that if the Remarketing
Agent and the Agency are unable to satisfy the conditions specified in the Twenty-Fourth Supplemental
Resolution with respect to the adjustment of the interest rate on the Series 20 Tender Bonds, such
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Owner’s Series 20 Tender Bonds shall be subject to mandatory redemption at par despite direction to the
contrary.

Any such direction so delivered to the Trustee shall be irrevocable. Any Bondowner’s failure to
deliver such notice in a timely manner shall result in the purchase of all of such Owner’s Series 20 Tender
Bonds.

Requirements for Adjustment of Interest Rate on Series 20 Tender Bonds. Following the
Calculation Date, but in no event later than the second Business Day prior to the Adjustment Date, the
Agency shall deliver to the Trustee certain certificates required by the Twenty-Fourth Supplemental
Resolution, including (a) a Certificate of an Authorized Officer setting forth the Agency’s reasonable
expectations that adjustment of the interest rate on the Series 20 Tender Bonds on the Adjustment Date to
the Adjusted Interest Rate and the purchase thereafter of Loans at a certain specified rate or rates with
proceeds allocable to the Adjusted Rate Bonds will not cause the Series 20 Bonds to be “arbitrage bonds”
within the meaning of Section 143(g) or Section 148(a) of the Code (the “Arbitrage Projection
Certificate”), accompanied by an opinion of Bond Counsel to the effect that the adjustment of the interest
rate on the Series 20 Tender Bonds on the Adjustment Date will not adversely affect the excludability of
interest on the Series 20 Bonds from gross income of the holders thereof for federal income tax purposes
and that no matters have come to the attention of such counsel which make unreasonable or incorrect the
representations made in such Arbitrage Projection Certificate, (b) a certificate of an authorized officer
setting forth a Projection of Revenues (prepared on the assumption that the Series 20 Tender Bonds will
bear interest at the Adjusted Interest Rate) demonstrating that, following adjustment of the interest rate on
the Series 20 Tender Bonds, Revenues and other funds available for the purpose will be sufficient to pay
in the current and each subsequent Fiscal Year Aggregate Debt Service when due and all Program
Expenses or, if that is not the case, that the amount of Revenues and other funds available to pay the
Aggregate Debt Service on all Bonds outstanding other than the Adjusted Rate Bonds to be remarketed or
exchanged for the Series 20 Tender Bonds and all Program Expenses allocable thereto will be greater
following adjustment of the interest rate on the Series 20 Tender Bonds than would be the case if the
Agency did not adjust the interest rate on such Bonds but redeemed the Series 20 Tender Bonds on the
Adjustment Date (the “Remarketing Projection of Revenues™), (c) a letter (or other evidence satisfactory
to the Trustee) from each nationally recognized credit rating agency then rating any Bonds outstanding at
the request of the Agency, confirming that adjustment of the interest rate on the Series 20 Tender Bonds
will not cause such agency to change the unenhanced credit ratings on any Bonds outstanding (the
“Adjustment Rating Certificate), and (d) a certificate of an authorized officer to the effect that the
balance on deposit in the Bond Reserve Fund and the Series 20 Loan Loss Claim Fund as of the
Adjustment Date will not be less than the Bond Reserve Requirement and the Series 20 Loan Loss Claim
Fund Requirement, respectively, calculated as of the Adjustment Date.

If on or prior to the second Business Day immediately preceding the Adjustment Date either
(a) the Agency shall fail to deliver the certificates described above or (b) either (x) the Agency shall
determine (and certify to the Trustee) that the rate of interest to be borne by Loans to be acquired with the
proceeds attributable to the Adjusted Rate Bonds exceeds the rate which the Agency reasonably
determines is the maximum rate which eligible mortgagors can afford or (y) the Agency shall have
reasonably determined (and shall so certify to the Trustee) that Mortgage Lenders will be unable or
unwilling to originate Loans for sale to the Agency at such rate or in a principal amount sufficient to fully
apply all proceeds allocable to the Adjusted Rate Bonds as provided in the Twenty-Fourth Supplemental
Resolution, or (z) the Agency shall determine that Loans made by or on behalf of the Agency, directly or
indirectly, with proceeds attributable to the Adjusted Rate Bonds cannot be issued bearing a rate or rates
of interest which will be less than the prevailing rate of interest on comparable loans available in the State
of Vermont without the assistance of the Agency, the Series 20 Tender Bonds (or such portion of the
Principal Amount thereof as the Agency shall determine is necessary to satisfy the provisions of the
Twenty-Fourth Supplemental Resolution) shall not be exchanged for Adjusted Rate Bonds or purchased
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and remarketed as Adjusted Rate Bonds on the Adjustment Date and the Trustee shall call for redemption
and redeem on the Adjustment Date all Series 20 Tender Bonds in accordance with the provisions
described below under “—Redemption Provisions—Special Redemption.”

The ARCs

The Series 20B Bonds shall bear interest from the date of delivery until and including September 16,
2004 at rates determined by UBS Financial Services Inc., as the sole underwriter of the ARCs prior to the
date of delivery (the “Initial Period”), which rate will be the interest rate that will result in the Series 20B
Bonds being sold at a price of 100% of the principal amount thereof for such period. Thereafter, the
Series 20B Bonds shall bear interest at Auction Rates established for Auction Periods until a Variable
Rate Conversion Date, Flexible Rate Conversion Date or Fixed Rate Conversion Date. At no time shall
the Series 20B Bonds bear interest at a rate higher than the Maximum Interest Rate. Series 20B Bonds
bearing interest at Auction Rates are sometimes referred to herein as “ARCs.”

This Official Statement does not provide comprehensive information regarding the Series
20B Bonds after the date, if any, on which such bonds begin to bear interest at a Fixed Rate,
Variable Rate or Flexible Rate prior to maturity or prior redemption.

“Auction Rate” means the rate of interest per annum to be borne by the ARCs during each
Auction Period determined in accordance with the Auction Procedures described in “APPENDIX IX—
ARCs PROVISIONS” hereto; provided, however:

@) that if the Auction Agent shall have failed to calculate, or for any reason fails to
timely provide, the Auction Rate for any Auction Period (including, without limitation the
circumstances where there is no Auction Agent or no Broker-Dealer), the Auction Rate for such
Auction Period shall be the Maximum Auction Rate;

(i1) that if there occurs an Event of Default under the Resolution consisting of a
failure to pay (A) any installment of interest payable when due and payable or (B) any principal
or premium, if any, payable when the same shall become due and payable, either at maturity, by
proceeding for redemption or upon acceleration or otherwise, and which, in any such case, is
followed by the failure of the Bond Insurer to make, in accordance with the hereinafter defined
Policy, due and punctual payments described in (A) or (B), if so required by the Policy (a
“Payment Default”), Auctions will be suspended and the Auction Rate for the Auction Period
commencing on or after the Payment Default and for each Auction Period thereafter to and
including the Auction Period, if any, during which, or commencing less than the greater of two
Business Days or one Business Day plus the number of Business Days by which the Auction
Date precedes the first day of the next succeeding Auction Period (the “Applicable Number of
Business Days”) after, such Payment Default is cured, shall be the Default Rate;

(ii1) that, in the event of a failed conversion of ARCs to a Variable Rate Period, a
Flexible Rate Period or a Fixed Rate Period or in the event of a failure to change the length of the
current Auction Period as provided in the Resolution due to the lack of Sufficient Clearing Bids at
the Auction on the Auction Date for the first new Auction Period, the Auction Rate for the next
Auction Period shall be the Maximum Auction Rate; or

@iv) that if the ARCs are not rated, or the ARCs are no longer maintained in
book-entry-only form by the Securities Depository, then the ARCs will bear interest at the

Maximum Auction Rate.

In no event may the Auction Rate exceed the Maximum Interest Rate.
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“Auction Date” means September 16, 2004 and thereafter, the Business Day immediately
preceding the first day of each Auction Period, other than: (i) each Auction Period commencing after the
ownership of the ARCs is no longer maintained in book-entry form by the Depository; (ii) each Auction
Period commencing after the occurrence and during the continuance of a Payment Default; (iii) any
Auction Period commencing less than the Applicable Number of Business Days after the cure or waiver
of a Payment Default.

“Auction Period” means (a) the Initial Period and (b) each successive 35-day period thereafter,
commencing on a Friday (or the Business Day following the last day of the prior Auction Period, if the
prior Auction Period does not end on a Thursday) and ending on (and including) a Thursday (unless such
Thursday is not followed by a Business Day, in which case such Auction Period will end on the next
succeeding day that is followed by a Business Day), as the same may be changed pursuant to procedures
described in “APPENDIX IX—ARCs PROVISIONS” under the caption “CHANGES IN AUCTION
PERIODS OR AUCTION DATE.”

Under certain circumstances, the definitions set forth above may be modified as described in
“APPENDIX IX—ARCs PROVISIONS” hereto. Changes to the Auction Periods and Auction Dates
do not require the amendment of the Auction Procedures or any consents.

The ARCS will be dated the date of initial delivery and will be issued as fully registered bonds
without coupons and in denominations of $50,000 or any integral multiple thereof. Fully registered bonds
are interchangeable for other fully registered bonds of the same series in Authorized Denominations upon
terms and conditions provided in the Twenty-Fourth Supplemental Resolution. The amount of interest
distributable to holders of ARCs in respect of each $50,000 in principal amount thereof for any Auction
Period or part thereof shall be calculated by applying the Applicable Rate for such Auction Period or part
thereof to the principal amount of $50,000, multiplying such product by the actual number of days in the
Auction Period or part thereof concerned divided by 365 or 366, as applicable, and truncating the
resultant figure to the nearest one cent. Interest on the ARCs shall be computed by the Trustee on the
basis of a 365-day year for the number of days actually elapsed; except that for any such calculation with
respect to an Interest Payment Date occurring after January 1 of a leap year through December 31 of such
leap year, such interest (for any day occurring during such period) shall be computed on the basis of a
366-day year period. In the event an Interest Payment Date occurs in any Auction Period on a date other
than the first day of such Auction Period, the Trustee, after confirming the calculation required above,
will calculate the portion of the amount of interest distributable in respect of each $1,000 in principal
amount (taken, without rounding, to .0001 of one cent) of ARCs for any Auction Period or part thereof
(the “Interest Amount”) payable on such Interest Payment Date and the portion payable on the next
succeeding Interest Payment Date. The Trustee will make the foregoing calculation not later than the
close of business on each Auction Date.

The initial Interest Payment Date for the Series 20B Bonds will be May 1, 2005. Thereafter, the
Interest Payment Dates for the Series 20B Bonds during an Auction Period will be (i) each November 1
and May 1, (ii) any date on which Series 20B Bonds are redeemed pursuant to the provisions of the
Twenty-Fourth Supplemental Resolution and (iii) the Maturity Date.

Auction Agent

The Twenty-Fourth Supplemental Resolution provides that when Series 20B Bonds bear interest
at the Auction Rate, the Trustee shall, at the direction of the Agency, appoint an Auction Agent. The
Trustee and the Auction Agent will enter into an Auction Agreement which will provide, among other
things, that the Auction Agent will determine the Auction Rate for each Auction in accordance with the
Auction Procedures. The Trustee will enter into the Auction Agreement initially with Deutsche Bank
Trust Company Americas, as agent for the Trustee, which agent shall perform the duties of Auction Agent
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with respect to the Series 20B Bonds. See “APPENDIX IX—ARCs PROVISIONS” for additional
information on the Auction Procedures.

Order Procedures for Existing Owners and Potential Owners

The procedure for submitting orders prior to the Submission Deadline on each Auction Date is
described in “APPENDIX IX—ARCs PROVISIONS,” as are the particulars with regard to the
determination of the Auction Rate and the allocation of Series 20B Bonds bearing interest at Auction
Rates (collectively, the “Auction Procedures™).

Amendment of Auction Procedures

The provisions of the Twenty-Fourth Supplemental Resolution concerning the Auction
Procedures, including, without limitation, the definitions of Default Rate, Maximum Auction Rate,
All-Hold Rate and the Applicable Percentage, may be amended by obtaining the consent of the Bond
Insurer and owners of all Outstanding Series 20B Bonds bearing interest at an Auction Rate. If on the
first Auction Date occurring at least 20 days after the date on which the Trustee mailed notice of such
amendment to the registered owners of the Outstanding Series 20B Bonds bearing interest at an Auction
Rate, (i) the Auction Rate for the Series 20B Bonds is determined on such date is the Winning Bid Rate
and (ii) there is delivered to the Agency and the Trustee an Opinion of Bond Counsel to the effect that
such amendment will not adversely affect the validity of the Series 20B Bonds or any exemption from
federal income taxation to which interest on the Series 20B Bonds would otherwise be entitled, the
proposed amendment shall be deemed to have been consented to by the owners of all Outstanding Series
20B Bonds bearing interest at an Auction Rate.

Changes to the Auction Periods and Auction Dates and certain changes to the Applicable
Percentages do not require the amendment of the Auction Procedures or any Owner consents. See
“Changes in Auction Periods or Auction Dates” and “Adjustment of Percentages” in
“APPENDIX IX—ARCs PROVISIONS” hereto. Similarly, the provisions of certain of the auction
documents regarding certain of the auction procedures may be amended from time to time to conform to
industry or market practices solely upon the written consent of the parties to the applicable document
upon notice of such amendment to the affected Owners and without any such Owner consents.

Market Agent

The Trustee will enter into a market agent agreement with UBS Financial Services Inc. (together
with any successor as market agent entering into a similar agreement with the Trustee, the “Market
Agent”) which sets forth the Market Agent’s duties and responsibilities. The Market Agent will not
receive any compensation for acting as Market Agent. The Agency may remove the Market Agent at any
time provided that such removal shall not take effect until the appointment of a successor Market Agent.

Special Considerations Relating to ARCs

The ability of an Existing Holder of ARCs to sell such ARCs in any Auction is directly
contingent upon the Auction Agent’s receipt of Sufficient Clearing Bids. If Sufficient Clearing Bids are
not received, Submitted Orders shall be accepted or rejected as summarized in “APPENDIX IX-ARCs
PROVISIONS” hereto under the caption “AUCTION PROCEDURES—Acceptance and Rejection of
Submitted Bids and Submitted Sell Orders and Allocation of Bonds,” and an Existing Holder of ARCs
who submits a Sell Order may be required to continue to hold such ARCs.

The Auction Procedures will be suspended and the Auction Rate will equal the Default Rate for
the Auction Period commencing on or after any Payment Default and for each Auction Period thereafter
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to and including the Auction Period, if any, during which, or commencing less than the Applicable
Number of Business Days after, such Payment Default is cured, with the next Auction to occur on the
next regularly scheduled Auction Date occurring thereafter.

The Twenty-Fourth Resolution provides that the Auction Agent may resign from its duties as
Auction Agent by giving at least 90 days’ notice or 30 days’ notice, if it has not been compensated for its
services for more than 30 days after such fee is due, to the Agency, the Bond Insurer, the Market Agent
and the Trustee, and does not require, as a condition to the effectiveness of such resignation, that a
replacement Auction Agent be in place if its compensation has not been paid. The Broker-Dealer
Agreement provides that the Broker-Dealer thereunder may resign upon five business days’ notice or
immediately, in certain circumstances, and does not require, as a condition to the effectiveness of such
resignation, that a replacement Broker-Dealer be in place, except as otherwise provided in the Twenty-
Fourth Supplemental Resolution.

The Broker-Dealer Agreement will provide that a Broker-Dealer may submit an Order in
Auctions for its own account. If a Broker-Dealer submits an Order for its own account in any Auction, it
might have an advantage over other Bidders in that it would have knowledge of Orders placed through it
in that Auction; such Broker-Dealer, however, would not have knowledge of Orders submitted by other
Broker-Dealers (if any) in that Auction. In the Broker-Dealer Agreement, the Broker-Dealers will agree
to handle customer orders in accordance with their respective duties under applicable securities laws and
rules.

UBS Financial Services Inc. has advised the Agency that it intends initially to make a market for
the ARCs between Auctions; however, UBS Financial Services Inc. is not obligated to make such
markets, and no assurance can be given that secondary markets therefor will develop.

During an Auction Period, so long as the ownership of the ARCs is maintained in book-entry
form by the Securities Depository, an Existing Holder or a beneficial owner may sell, transfer or
otherwise dispose of ARCs only pursuant to a Bid or Sell Order in accordance with the Auction
Procedures or to or through a Broker-Dealer, provided that (i) in the case of all transfers other than
pursuant to Auctions such Existing Holder or its Broker-Dealer or its Participant advises the Auction
Agent of such transfer and (ii) a sale, transfer or other disposition of ARCs from a customer of a
Broker-Dealer who is listed on the records of that Broker-Dealer as the holder of such ARCs to that
Broker-Dealer or another customer of that Broker-Dealer shall not be deemed to be a sale, transfer or
other disposition for purposes of this paragraph if such Broker-Dealer remains the Existing Holder of the
ARGC:s so sold, transferred or disposed of immediately after such sale, transfer or disposition.

Any ratings on the ARCs do not address the likelihood that any Auction will be successful or that
any Existing Holder will be able to sell ARCs in any Auction.

Fixed Rate Conversion at Option of Agency

At the option of the Agency, the Series 20B Bonds bearing interest at a Variable Rate, Flexible
Rate or the Auction Rate may be converted to bear interest at the Fixed Rate as hereinafter provided. The
Fixed Rate Conversion Date shall be in the case of a conversion from an Auction Period, on any Business
Day as specified by the Agency for which notice has been given as specified below.

Not less than seven (7) Business Days prior to the date on which the Trustee’s Agent or Trustee is
required to notify the Owners of the conversion pursuant to the next succeeding paragraph, the Agency
shall give written notice of the conversion to the Trustee, the Trustee’s Agent, if any, the Remarketing
Agent, if any, the Bond Insurer, the Auction Agent, if any, and the Broker-Dealer, if any, setting forth the
Series 20B Bonds subject to such conversion and the Proposed Fixed Rate Conversion Date. Together
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with such notice, the Agency shall file with the Bond Insurer, the Trustee and the Trustee’s Agent, if any,
an Opinion of Bond Counsel to the effect that the conversion of the Series 20B Bonds to the Fixed Rate
will not adversely affect the validity of the Series 20B Bonds or any exemption from federal income
taxation to which interest on the Series 20B Bonds would otherwise be entitled. No conversion to the
Fixed Rate shall occur unless the Agency shall also file with the Bond Insurer, the Trustee and the
Trustee’s Agent, if any, an Opinion of Bond Counsel of the type referred to in the preceding sentence
dated the Fixed Rate Conversion Date.

The Trustee shall mail a notice of the proposed conversion to the holders of all Series 20B Bonds
to be converted not less than twenty (20) days prior to the Proposed Fixed Rate Conversion Date, which
notice shall include: (i) the Proposed Fixed Rate Conversion Date, (ii) a statement that the Series 20B
Bonds to be converted will be subject to mandatory tender for purchase on the Proposed Fixed Rate
Conversion Date, (iii) a statement that the owners will have no right to retain such Series 20B Bonds and
(iv) a description of the consequences of a failed conversion.

The Agency may revoke its election to effect a conversion of the interest rate on any Series 20B
Bonds to a Fixed Rate by giving written notice of such revocation to the Bond Insurer, the Trustee, the
Trustee’s Agent, the Remarketing Agent, the Auction Agent, and the Broker-Dealer at any time prior to
the setting of the Fixed Rate by the Remarketing Agent.

On the proposed Fixed Rate Conversion Date applicable to the ARCs to be converted, such ARCs
to be converted shall be subject to mandatory tender at a purchase price equal to 100% of the principal
amount thereof, plus accrued interest. The purchase price of the ARCs so tendered is payable solely from
the proceeds of the remarketing of such ARCs. In the event that the conditions of a conversion are not
satisfied, including the failure to remarket all applicable ARCs on the mandatory tender date, the ARCs
will not be subject to mandatory tender, will be returned to their owners, and will bear interest during the
Auction Period commencing on such failed conversion date at the Maximum Auction Rate for an Auction
Period of seven days.

This Official Statement is not intended to provide disclosure information regarding the
Series 20B Bonds subsequent to a Fixed Rate Conversion Date.

Variable Rate and Flexible Rate Conversion from Auction Periods at Option of Agency
At the option of the Agency, the Series 20B Bonds may be converted from an Auction Period to a

Variable Rate Period or, with the prior written consent of the Bond Insurer, a Flexible Rate Period as
follows:

1) The Variable Rate Conversion Date or Flexible Rate Conversion Date shall be on
any Business Day as specified by the Agency for which notice has been given as specified in (ii)
below.

(ii) The Agency shall give written notice of any such conversion to the Remarketing

Agent, the Trustee, the Bond Insurer, the Auction Agent, and the Broker-Dealer not less than
seven (7) Business Days prior to the date on which the Trustee is required to notify the Owners of
the conversion pursuant to (iii) below. Such notice shall specify the Series 20B Bonds subject to
such conversion and the Variable Rate Conversion Date or Flexible Rate Conversion Date, as the
case may be. Such notice shall be accompanied by (a) a written statement from the Remarketing
Agent, addressed to the Agency and the Trustee, to the effect that the Remarketing Agent has
determined that, in its judgment, a change to a Variable Rate or Flexible Rate from the Auction
Rate would result in the lowest aggregate cost, taking into account interest and any other then
determinable fees and expenses, being payable with respect to the Series 20B Bonds during the
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twelve month period commencing with the Variable Rate Conversion Date, (b) an approval in
writing of such Variable Rate Period or Flexible Rate Period, as the case may be, by the Agency
or a duly authorized officer of the Agency, or (c) an Opinion of Bond Counsel to the effect that
neither such statement nor such approval is required for the continued validity and enforceability
of the Series 20B Bonds in accordance with their terms. Together with such notice, the Agency
shall file with the Trustee and the Bond Insurer an Opinion of Bond Counsel to the effect that the
conversion of the Series 20B Bonds to a Variable Rate or a Flexible Rate will not adversely affect
the validity of the Series 20B Bonds or any exemption from federal income taxation to which
interest on the Series 20B Bonds would otherwise be entitled. No change to a Variable Rate or
Flexible Rate shall become effective unless the Agency shall also file, with the Trustee and the
Bond Insurer, an Opinion of Bond Counsel of the type referred to in the preceding sentence dated
the Variable Rate Conversion Date or Flexible Rate Conversion Date, as the case may be.

(ii1) Not less than twenty (20) days prior to the Variable Rate Conversion Date or
Flexible Rate Conversion Date, the Trustee shall mail a written notice of the conversion to the
holders of all Series 20B Bonds to be converted, specifying the Variable Rate Conversion Date or
Flexible Rate Conversion Date, that the Series 20B Bonds to be converted will be subject to
mandatory tender for purchase on the relevant Conversion Date, and that the owners will have no
right to retain their Series 20B Bonds and describing the consequences of a failed conversion.

@iv) Unless waived by the Bond Insurer, the Agency shall cause a Liquidity Facility
meeting certain requirements set forth in the Resolution to be in effect on such conversion date or
shall certify that no Liquidity Facility is required.

) The Agency may revoke its election to effect a conversion of the interest rate on
any Series 20B Bonds from the Auction Rate by giving written notice of such revocation to the
Trustee, the Trustee’s Agent, the Bond Insurer, the Remarketing Agent, the Auction Agent, and
the Broker-Dealer at any time prior to the setting of the Variable Rate or Flexible Rate by the
Remarketing Agent.

On any proposed Variable Rate Conversion Date or Flexible Rate Conversion Date applicable to
the ARC:s to be converted, such ARCs to be converted shall be subject to mandatory tender at a purchase
price equal to 100% of the principal amount thereof, plus accrued interest. The purchase price of the
ARGC:s so tendered is payable solely from the proceeds of the remarketing of such ARCs. In the event that
the conditions of a conversion are not satisfied, including the failure to remarket all applicable ARCs on
the mandatory tender date, the ARCs will not be subject to mandatory tender, will be returned to their
owners and will bear interest during the Auction Period commencing on such failed conversion date at the
Maximum Auction Rate for an Auction Period of seven days.

This Official Statement is not intended to provide disclosure information regarding the
Series 20B Bonds subsequent to a Variable Rate Conversion Date or Flexible Rate Conversion
Date.

Conversion From Auction Rate Periods at the Direction of the Bond Insurer

If any series of the Series 20B Bonds bear interest at an Auction Rate equal to the Maximum
Auction Rate for more than 60 consecutive days, the Twenty-Fourth Supplemental Resolution requires
that the Agency convert the Series 20B Bonds to a Variable Rate Period, a Flexible Rate Period or a Fixed
Rate Period unless the Bond Insurer shall otherwise direct. The Agency shall give written notice of any
such conversion to the Bond Insurer, the Trustee, the Auction Agent and the Broker-Dealer not less than
seven (7) Business Days prior to the date on which the Trustee is required to notify the Owners of the
conversion pursuant to the provisions summarized in the following paragraph. Such notice shall be
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accompanied by (a) a written statement from the Remarketing Agent, addressed to the Agency and the
Trustee, to the effect that the Remarketing Agent has determined that, in its judgment, a change to a
Variable Rate or Flexible Rate from the Auction Rate would result in the lowest aggregate cost, taking
into account interest and any other then determinable fees and expenses, being payable with respect to the
Series 20B Bonds during the twelve-month period commencing with the Variable Rate Conversion Date
or Flexible Rate Conversion Date or (b) an approval in writing of such Variable Rate Period or Flexible
Rate Period, as the case may be, by the Agency or a duly authorized officer of the Agency. Not less than
twenty (20) days prior to the Variable Rate Conversion Date or Flexible Rate Conversion Date or
proposed Fixed Rate Conversion Date, the Trustee shall mail a written notice of the conversion to the
holders of all Series 20B Bonds to be converted, specifying the Variable Rate Conversion Date or
Flexible Rate Conversion Date or Fixed Rate Conversion Date, that the Series 20B Bonds to be converted
will be subject to mandatory purchase on the Conversion Date, and that the owners will have no right to
retain their Series 20B Bonds and describing the consequences of a failed conversion. Unless the Series
20B Bonds are to be converted to the Fixed Rate, or unless consented to by the Bond Insurer, the Agency
shall cause a Liquidity Facility meeting the requirements of the Twenty-Fourth Supplemental Resolution
to be in effect or shall certify that no Liquidity Facility is required pursuant to the provisions of the
Twenty-Fourth Supplemental Resolution.

Tenders

ARG s are not subject to optional tender. The ability of ARCs Owners to sell ARCs at par on
an Auction Date is subject to the procedures described in “APPENDIX IX—ARCs PROVISIONS.” No
assurance can be given that any sale will be consummated. ARCs shall be subject to mandatory tender
upon not less than twenty days’ notice upon the conditions described above under the captions “—Fixed
Rate Conversion at Option of Agency,” “—Variable Rate and Flexible Rate Conversion from
Auction Periods at Option of Agency,” “—Conversion From Auction Rate Periods at the Direction
of the Bond Insurer.” Any ARCs subject to conversion and not tendered on the Conversion Date shall
be deemed tendered and upon payment of the purchase price for such Series 20B Bonds shall not be
entitled to any further interest thereon.

Swap Agreement for the ARCs

In connection with the ARCs, the Agency has entered into a variable to fixed interest rate swap
agreement (the “Swap Agreement”) with UBS AG (the “Swap Provider”). Under the Swap Agreement
the Swap Provider will pay the Trustee an amount calculated based on variable rate indices, and the
Agency will pay the Swap Provider an amount calculated at a fixed rate of interest. The obligation of the
Agency to make payments to the Swap Provider under the Swap Agreement will be on parity with the
Agency’s obligation to pay Debt Service on the Bonds under the Resolution. Payments made to the
Agency by the Swap Provider under the Swap Agreement are pledged as Revenues under the Resolution.

The Agency is obligated to make debt service payments on the ARCs regardless of the
performance of the Swap Provider of its obligations under the Swap Agreement.

Redemption Provisions

Sinking Fund Redemption. The Series 20A Bonds maturing on November 1, 2025,
November 1, 2030, May 1, 2034 (Premium PAC Bonds) and May 1, 2035 and the Series 20B Bonds
maturing on November 1, 2033 are subject to mandatory redemption in part at a redemption price equal to
the Principal Amount thereof plus accrued interest thereon, without premium, through application of
Sinking Fund Installments on the dates and in the amounts as follows:
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Due

May 1, 2015
November 1, 2015
May 1, 2016
November 1, 2016
May 1, 2017
November 1, 2017
May 1, 2018
November 1, 2018
May 1, 2019
November 1, 2019
May 1, 2020

" Maturity

Due

May 1, 2026
November 1, 2026
May 1, 2027
November 1, 2027
May 1, 2028

" Maturity

Series 20A Bonds Due November 1, 2025

Principal
Amount Due

$215,000 November 1, 2020
225,000 May 1, 2021
230,000 November 1, 2021
240,000 May 1, 2022
245,000 November 1, 2022
255,000 May 1, 2023
220,000 November 1, 2023
225,000 May 1, 2024
235,000 November 1, 2024
245,000 May 1, 2025
255,000 November 1, 2025"

Series 20A Bonds Due November 1, 2030

Principal

Amount Due

$335,000 November 1, 2028
345,000 May 1, 2029
360,000 November 1, 2029
365,000 May 1, 2030
385,000 November 1, 2030

[Remainder of page intentionally left blank]
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Principal
Amount

$265,000
275,000
285,000
295,000
310,000
310,000
325,000
280,000
295,000
310,000
320,000

Principal
Amount

$405,000
375,000
380,000
400,000
415,000



Due

May 1, 2007
November 1, 2007
May 1, 2008
November 1, 2008
May 1, 2009
November 1, 2009
May 1, 2010
November 1, 2010
May 1, 2011
November 1, 2011
May 1, 2012
November 1, 2012
May 1, 2013
November 1, 2013
May 1, 2014
November 1, 2014
May 1, 2015
November 1, 2015
May 1, 2016
November 1, 2016
May 1, 2017
November 1, 2017
May 1, 2018
November 1, 2018
May 1, 2019
November 1, 2019
May 1, 2020
November 1, 2020

" Maturity

Series 20A Bonds Due May 1, 2034 (Premium PAC Bonds)

Principal
Amount

$45,000
45,000
50,000
50,000
50,000
50,000
55,000
55,000
55,000
55,000
55,000
60,000
60,000
60,000
60,000
65,000
65,000
65,000
70,000
70,000
75,000
75,000
75,000
80,000
80,000
80,000
85,000
85,000

Due

May 1, 2021
November 1, 2021
May 1, 2022
November 1, 2022
May 1, 2023
November 1, 2023
May 1, 2024
November 1, 2024
May 1, 2025
November 1, 2025
May 1, 2026
November 1, 2026
May 1, 2027
November 1, 2027
May 1, 2028
November 1, 2028
May 1, 2029
November 1, 2029
May 1, 2030
November 1, 2030
May 1, 2031
November 1, 2031
May 1, 2032
November 1, 2032
May 1, 2033
November 1, 2033
May 1, 2034

[Remainder of page intentionally left blank]
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Principal
Amount

$ 90,000
90,000
95,000
95,000

110,000
110,000
115,000
115,000
120,000
125,000
125,000
130,000
135,000
145,000
145,000
145,000
145,000
155,000
160,000
165,000
165,000
170,000
165,000
165,000
170,000
175,000
180,000



Series 20A Bonds Due May 1, 2035

Principal Principal
Due Amount Due Amount
May 1, 2031 $435,000 November 1, 2033 $490,000
November 1, 2031 450,000 May 1, 2034 810,000
May 1, 2032 480,000 November 1, 2034 995,000
November 1, 2032 450,000 May 1, 2035" 410,000
May 1, 2033 470,000
" Maturity
Series 20B Bonds Due November 1, 2033
Principal Principal
Due Amount Due Amount
May 1, 2010 $ 50,000 May 1, 2022 $150,000
November 1, 2010 100,000 November 1, 2022 150,000
May 1, 2011 100,000 May 1, 2023 150,000
November 1, 2011 100,000 November 1, 2023 150,000
May 1, 2012 100,000 May 1, 2024 200,000
November 1, 2012 100,000 November 1, 2024 200,000
May 1, 2013 100,000 May 1, 2025 200,000
November 1, 2013 100,000 November 1, 2025 200,000
May 1, 2014 100,000 May 1, 2026 200,000
November 1, 2014 100,000 November 1, 2026 200,000
May 1, 2015 100,000 May 1, 2027 200,000
November 1, 2015 100,000 November 1, 2027 200,000
May 1, 2016 100,000 May 1, 2028 200,000
November 1, 2016 100,000 November 1, 2028 200,000
May 1, 2017 100,000 May 1, 2029 250,000
November 1, 2017 100,000 November 1, 2029 250,000
May 1, 2018 150,000 May 1, 2030 250,000
November 1, 2018 150,000 November 1, 2030 250,000
May 1, 2019 150,000 May 1, 2031 250,000
November 1, 2019 150,000 November 1, 2031 250,000
May 1, 2020 150,000 May 1, 2032 250,000
November 1, 2020 150,000 November 1, 2032 300,000
May 1, 2021 150,000 May 1, 2033 300,000
November 1, 2021 150,000 November 1, 2033 300,000
" Maturity

The amounts of semi-annual sinking fund installments set forth above are subject to reduction as
a result of optional or special redemption of Series 20 Bonds subject to sinking fund redemption. At the
time of any special or optional redemption of such bonds, the amount of each future sinking fund
installment will be reduced as shall be determined in a certificate of the Agency such that the total amount
of such reductions equals the amount of such special or optional redemption.
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In the event of an adjustment of the interest rate on the Adjusted Rate Bonds that are subject to
sinking fund redemption, the Remarketing Agent shall establish a separate sinking fund schedule for the
Adjusted Rate Bonds, on a pro rata basis in accordance with the proportion of such Series 20A Bonds that
are Adjusted Rate Bonds, and the remainder of the sinking fund installments for the Series 20A Bonds of
such maturity shall be applied to the redemption of the remaining Series 20A Bonds of such maturity.

The amounts accumulated for each sinking fund installment may be applied by the Trustee to the
purchase of the Series 20 Bonds for which such sinking fund installment is established at any time prior
to the 45th day preceding the due date of such sinking fund installment. In the event that Series 20 Bonds
are purchased in an amount sufficient to satisfy the next sinking fund installment scheduled therefor and
amounts allocable to such sinking fund installment remain on deposit in the Debt Service Fund, such
amounts may be applied to the purchase of Series 20 Bonds of such maturities (and may be applied to
reduce the sinking fund installments of such Series 20 Bonds subject to sinking fund redemption) as the
Agency may determine, provided that prior to any such purchase or reduction on other than a pro rata
basis the Agency will be required to deliver to the Trustee a Projection of Revenues.

Optional Redemption. The Series 20A Bonds, other than the Premium PAC Bonds, are subject to
redemption, at the option of the Agency, either as a whole or in part at any time, on or after May 1, 2014
from money deposited in the Series 20 Optional Redemption Account in the Redemption Fund at a
redemption price of 100% of the principal amount thereof, plus accrued interest, if any, to the date of
redemption.

The Premium PAC Bonds are subject to redemption, at the option of the Agency, either as a
whole or in part at any time on or after May 1, 2014 from money deposited in the Series 20 Optional
Redemption Account in the Redemption Fund at the prices (expressed as percentages of the principal
amount of Premium PAC Bonds being redeemed) set forth below, plus accrued interest, if any, to the
redemption date, as follows:

Premium PAC Bonds Redemption Period Redemption Price
(Both Dates Inclusive)
May 1, 2014 through April 30, 2015 101%
May 1, 2015 and thereafter 100%

The Series 20B Bonds are subject to redemption prior to maturity from any available moneys at
the option of the Agency in whole or in part at a Redemption Price equal to 100% of the principal amount
plus accrued interest on any Business Day; provided that in the event of a partial redemption of the Series
20B Bonds bearing interest at an Auction Rate, the aggregate principal amount of the Series 20B Bonds
not so redeemed shall be an integral multiple of $50,000.

The Agency shall select the principal amounts of each maturity and interest rate of Series 20
Bonds to be redeemed and the Trustee shall select by lot the Series 20 Bonds of a particular maturity and
interest rate to be so redeemed.

Special Redemption.

Series 20 Loan Prepayments. The Series 20 Bonds will be subject to redemption in
whole or in part on any date at a Redemption Price equal to 100% of the principal amount
thereof, plus interest accrued thereon to the redemption date from Loan Prepayments allocable to
Loans allocable to the Series 20 Bonds (the “Series 20 Loans”). In redeeming the Series 20

32



Bonds from Loan Prepayments allocable to the Series 20 Loans, the Agency shall select Series 20
Bonds for redemption as follows:

(a) the Agency shall first redeem the ARCs, but only to the extent that the
outstanding principal amount of such ARCs following such redemption is not less than
the ARCs Outstanding Applicable Amount as of such date, which is calculated based on
the assumed receipt of Loan Prepayments allocable to the Series 20 Loans at 20% of
Bond Market Association (“BMA”), prepayment standard or model (the “BMA
Prepayment Model”) as set forth in the table below;

(b) amounts remaining following the redemptions specified in clause (a)
above shall be applied to redeem the Premium PAC Bonds, but only to the extent that the
outstanding principal amount of such Premium PAC Bonds following such redemption is
not less than the Premium PAC Bond Outstanding Applicable Amount as of such date,
which is calculated based on the assumed receipt of Loan Prepayments allocable to the
Series 20 Loans at 75% of the BMA Prepayment Model as set forth in the table below;

© amounts remaining following the redemptions specified in clauses (a)
and (b) above shall be applied, unless otherwise directed by the Agency, to the
redemption of those maturities of the Series 20 Bonds (excluding the ARCs and the
Premium PAC Bonds) which would produce, as nearly as practicable, a pro rata
redemption of the Series 20 Bonds (excluding the ARCs and the Premium PAC Bonds) to
the extent that the Series 20 Cumulative Loan Prepayments as of such date do not exceed
the Series 20 Bonds Cumulative Applicable Amount as of such date, which amount is
calculated based on the assumed receipt of Loan Prepayments allocable to the Series 20
Loans at 350% of the BMA Prepayment Model; and

(d) amounts remaining following the redemptions specified in clauses (a),
(b) and (c) above shall be applied, unless otherwise directed by the Agency, to the
redemption of those maturities of the Series 20 Bonds which would produce, as nearly as
practicable, a pro rata redemption of the Series 20 Bonds taking into account the amounts
applied to redeem the Series 20 Bonds pursuant to the above-described redemptions.

Any special redemption of the Series 20 Bonds from unexpended proceeds as described
below will reduce the Premium PAC Term Bond Outstanding Applicable Amount and the Series
20 Bonds Cumulative Applicable Amount described above for the current and each future
semiannual period by an amount equal to the product of such amounts and a fraction the
numerator of which equals the sum of the amount of moneys disbursed from the Special
Redemption Account to redeem Series 20 Bonds and the denominator of which equals the sum of
the amount of moneys initially deposited by the Trustee in the Series 20 Program Account for the
purchase of Mortgage Loans. In addition, the ARCs Outstanding Applicable Amount will be
reduced as described above only if the Agency elects, at its option, to redeem ARCs from such
unexpended proceeds.

[Remainder of page intentionally left blank]
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The ARCs Outstanding Applicable Amount is as follows:

ARCs Outstanding ARCs Qutstanding
Date Applicable Amount Date Applicable Amount
November 1, 2005 $8,000,000 May 1, 2017 $3.600,000
May 1, 2006 7,900,000 November 1, 2017 3,450,000
November 1, 2006 7,800,000 May 1, 2018 3,200,000
May 1, 2007 7,700,000 November 1, 2018 3,000,000
November 1, 2007 7,550,000 May 1, 2019 2,750,000
May 1, 2008 7,350,000 November 1, 2019 2,550,000
November 1, 2008 7,200,000 May 1, 2020 2,400,000
May 1, 2009 7,000,000 November 1, 2020 2,250,000
November 1, 2009 6,850,000 May 1, 2021 2,100,000
May 1, 2010 6,650,000 November 1, 2021 1,950,000
November 1, 2010 6,400,000 May 1, 2022 1,800,000
May 1, 2011 6,100,000 November 1, 2022 1,650,000
November 1, 2011 5,850,000 May 1, 2023 1,500,000
May 1, 2012 5,600,000 November 1, 2023 1,350,000
November 1, 2012 5,350,000 May 1, 2024 1,150,000
May 1, 2013 5,100,000 November 1, 2024 1,050,000
November 1, 2013 4,900,000 May 1, 2025 900,000
May 1, 2014 4,700,000 November 1, 2025 750,000
November 1, 2014 4,550,000 May 1, 2026 650,000
May 1, 2015 4,350,000 November 1, 2026 550,000
November 1, 2015 4,150,000 May 1, 2027 400,000
May 1, 2016 3,950,000 November 1, 2027 50,000
November 1, 2016 3,800,000 May 1, 2028 -0-

The Premium PAC Term Bond Outstanding Applicable Amount is as follows:

Premium PAC Term Bond
Outstanding Applicable
Date Amount
May 1, 2005 $5,480,000
November 1, 2005 5,350,000
May 1, 2006 5,205,000
November 1, 2006 4,930,000
May 1, 2007 4,490,000
November 1, 2007 4,000,000
May 1, 2008 3,545,000
November 1, 2008 3,055,000
May 1, 2009 2,640,000
November 1, 2009 2,190,000
May 1, 2010 1,765,000
November 1, 2010 1,365,000
May 1, 2011 1,030,000
November 1, 2011 665,000
May 1, 2012 320,000
November 1, 2012 -0-
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No assurance can be given that Loan Prepayments on the Series 20 Loans will conform to
any level of a particular prepayment projection, schedule or model or that Loan Prepayments on
the Series 20 Loans will be available to be applied to redemptions of any of the Series 20 Bonds,
including the ARCs and the Premium PAC Bonds. The rates of loan prepayments on mortgage
loans are generally influenced by a variety of economic, geographical, social and other factors,
including servicing decisions, changing property values, prevailing interest rates and the time
within which mortgage loans are originated. In general, if prevailing interest rates fall
significantly below the interest rates on a pool of mortgage loans, such mortgage loans may be
likely to prepay at higher rates than if prevailing interest rates remain at or above the interest rates
on such mortgage loans. Conversely, if prevailing interest rates rise above the interest rates on a
pool of mortgage loans, the rate of loan prepayments might be expected to decrease. The rates of
delinquencies and foreclosures on the Series 20 Loans will also affect the expected special
redemption schedules. The Agency cannot predict the number of Series 20 Loans that may
become delinquent or in foreclosure proceedings. For these reasons, the Agency cannot offer any
assurances as to the rate at which the Series 20 Loans will prepay and offers no assurance that the
scheduled amounts will, in fact, be available to effect any redemptions described herein.

Unexpended Moneys. Pursuant to the Resolution, the Series 20 Bonds are subject to
redemption by operation of the Special Redemption Accounts in the Redemption Fund, as a
whole or in part at any time at a price equal to the issue price thereof (including any initial issue
premium paid with respect to the Premium PAC Bonds) plus accrued interest to the date of
redemption from unexpended moneys in the Series 20 Program Account not applied to the
purchase of Loans. Series 20 Bonds to be redeemed from unexpended proceeds shall be selected
for redemption on a proportionate basis from among all outstanding maturities of such Series 20
Bonds; however, the Agency may redeem Bonds on a basis other than pro-rata if the Agency
provides a Projection of Revenues showing that anticipated Revenues, together with any other
moneys available for the purpose remaining after such redemption, will be sufficient to pay in the
current and each subsequent Fiscal Year Aggregate Debt Service when due and all Program
Expenses, in connection with a redemption other than a redemption done on a proportionate basis.
See “SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION—
Revenues and Revenue Fund” and “—Redemption Fund.”

Other Amounts in the Special Redemption Account. Pursuant to the Resolution, the
Series 20 Bonds (excluding the ARCs and the Premium PAC Bonds if the redemption would
result in outstanding balances below the Outstanding Applicable Amount in the respective tables)
are subject to redemption by operation of the Special Redemption Accounts in the Redemption
Fund, as a whole or in part at any time at par plus accrued interest to the date of redemption from
certain excess money under the Resolution deposited in the Special Redemption Account for any
Series of Bonds, including payments of principal of and interest on Loans in excess of amounts
necessary (i) to pay interest on or principal of Bonds when due and (ii) to maintain the Bond
Reserve Fund at the Bond Reserve Fund Requirement and the Rebate Fund at the Rebate
Requirement. See “SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL
RESOLUTION—Revenues and Revenue Fund” and “—Redemption Fund.”

Pursuant to the General Resolution, prior to any purchase or redemption of Bonds the Agency

must file with the Trustee a Projection of Revenues showing either that (a) anticipated Revenues, together
with any other moneys available for the purpose remaining after such redemption, will be sufficient to
pay in the current and each subsequent Fiscal Year Aggregate Debt Service when due and all Program
Expenses, or (b) if not, that in the judgment of the Agency such purchase or redemption will result in a
greater amount of Revenues and other funds available to pay in the current and each subsequent
Fiscal Year Aggregate Debt Service when due and all Program Expenses than would be the case if such
purchase or redemption is not effected. Notwithstanding the foregoing, no Projection of Revenues shall
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be required for the application of any amounts in a Special Redemption Account solely to the redemption
of Bonds of the Series to which such Account is applicable if such amounts shall be applied to the
redemption of Bonds of each maturity and of similar tenor of such Series outstanding in the same
proportion as the Bonds of such maturity and similar tenor outstanding bear to the Bonds of all maturities
of similar tenor of such Series outstanding.

Loans may not be originated and purchased in an aggregate amount equal to the amount of funds
available for such purpose for many reasons. One of the principal factors in originating real estate loans
is the availability of funds to make such loans at interest rates and on other terms that prospective
borrowers can afford. The Agency has determined that there is presently a shortage of funds in the State
available to make such loans at interest rates competitive with that specified for the Loans. This condition
could change during the origination period for the Loans. For example, prevailing interest rates for
conventional mortgages in the State could decrease or other loans with a rate and terms equivalent to or
more favorable than the rate and terms of the Loans could be made available by mortgage lenders. In the
event that, prior to all the Loans being originated by the Mortgage Lenders, additional funds to make
loans were to become available in the State at rates competitive with those specified for the Loans, the
Mortgage Lenders might not be able to utilize all of the funds available for the origination of Loans.

For all Series of Bonds other than the Series 4 Bonds, the Code imposes certain requirements as
to the qualification of potential mortgagors for Loans and the purchase price of the residences which may
become subject to a Loan. These requirements restrict the ability of potential mortgagors and residential
units to qualify for Loans and thereby may materially impair the Agency’s ability to purchase Loans. The
requirements are subject to change and may become more restrictive, thereby resulting in a decrease in
the number of potential mortgagors or residential units eligible for inclusion in the Program.

Principal prepayments of any Loans and, in certain circumstances, scheduled principal payments
of Loans, to the extent such amounts are not used to purchase additional Loans, will be used to redeem an
appropriate portion of Bonds, including the Series 20 Bonds, by special mandatory redemption as
provided in the Resolution. No reliable prediction can be made with regard to the level of prepayment in
full or other early termination of loans, including the Loans and the Prior Resolution Loans. The Agency
does expect prepayment of some of the Loans. Accordingly, the Series 20 Bonds may have a
substantially shorter life than their stated maturities or sinking fund redemption dates.

Notice of Redemption of Bonds. When the Trustee receives notice from the Agency, according
to the provisions of the Resolution, of its election to redeem Bonds, the Trustee will give notice of such
redemption to the Owner or Owners of the Series 20 Bonds as appropriate (DTC, in the event that such
Bonds are in book-entry form), which notice will specify the series, maturities and tenor of the Bonds to
be redeemed, the redemption date and the places where amounts due upon redemption will be payable.
The Resolution provides that with respect to the Series 20 Bonds the Trustee will mail a copy of the
notice of redemption not more than 60 days and not less than 30 days before the redemption date, to the
Owners of all such Series 20 Bonds to be redeemed. Failure to mail any such notice to the Owner of any
Series 20 Bond or any defect in such notice will not affect the validity of the redemption of any other
Series 20 Bond for which the required notice was given.
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BOOK-ENTRY SYSTEM
General

Beneficial ownership interests in the Series 20 Bonds will be available in book-entry form only,
in the principal amount of $5,000 or integral multiples thereof ($50,000 principal amount and any integral
multiple thereof with respect to the ARCs). Purchasers of beneficial ownership interests in the Series 20
Bonds will not receive certificates representing their interests in the Series 20 Bonds purchased and will
not be owners of Bonds (“Owners”) under the Resolutions, except as described below.

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository
for the Series 20 Bonds. One fully registered Bond for each maturity of each Series of the Series 20
Bonds, each in the aggregate Principal Amount of such maturity, will be registered in the name of Cede &
Co., as nominee for DTC and deposited with DTC. DTC is a limited-purpose trust company organized
under the New York Banking Law, a “banking corporation” 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 17 of the Securities Exchange Act of 1934, as amended. DTC holds securities that its
participants (the “Participants”) deposit with DTC. DTC also facilitates the settlement among
Participants of securities transactions, such as transfers and pledges, in deposited securities through
electronic computerized book-entry changes in accounts of the Participants, 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, Inc., and the National Association of Securities Dealers, Inc. Access
to the DTC system is also available to others, such as securities brokers and dealers, banks and trust
companies that clear through or maintain a custodial relationship with a 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.

Purchases of Series 20 Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the Series 20 Bonds on DTC’s records. The ownership
interest of each actual purchaser of Series 20 Bonds (“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 Owners entered into the transaction. Transfers of ownership
interests in the Series 20 Bonds are to be accomplished by entries made on the books of Participants
acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their
ownership interests in Series 20 Bonds except in the event that use of the book-entry system for the Series
20 Bonds is discontinued.

To facilitate subsequent transfers, all Series 20 Bonds deposited by Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co. The deposit of Series 20 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 Series 20 Bonds; DTC’s records reflect only the
identity of the Direct Participant to whose accounts such securities are credited, which may or may not be
the Beneficial Owners. The Participants will remain responsible for keeping account of their holdings on
behalf of their customers.
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Conveyance of notices and other communication 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 Series 20 Bonds are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
each issue to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to Series 20 Bonds. 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 Series 20 Bonds are credited on the record date (identified in a listing attached to the
Omnibus Proxy).

The Agency and the Trustee may treat DTC (or its nominee) as the sole and exclusive owner of
the Series 20 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 Series 20 Bonds, selecting the Series 20 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.

The Trustee is to make payments of the Principal Amount of and redemption premium, if any,
and interest on the Series 20 Bonds to DTC, as registered owner of the Series 20 Bonds. Payments by
Participants or Indirect Participants to Beneficial Owners shall 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 shall be the responsibility of such Participants and not the responsibility of
DTC, the Trustee or the Agency, subject to any statutory and regulatory requirements as may be in effect
from time to time. Payment of principal and interest to DTC is the responsibility of the Agency or 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 Trustee and the Agency, so long as a book-entry system is used for the Series 20 Bonds, is to
send any notice of redemption or other notices only to DTC or its nominee as the registered owner of such
Series of Bonds. 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.

NEITHER THE AGENCY NOR THE TRUSTEE SHALL HAVE ANY RESPONSIBILITY OR
OBLIGATION TO ANY DTC PARTICIPANT, ANY BENEFICIAL OWNER OR OTHER PERSONS
CLAIMING A BENEFICIAL OWNERSHIP INTEREST IN THE SERIES 20 BONDS UNDER OR
THROUGH OR ANY PARTICIPANT, WITH RESPECT TO THE ACCURACY OF ANY RECORDS
MAINTAINED BY DTC OR ANY DTC PARTICIPANT; THE PAYMENT BY DTC OR ANY DTC
PARTICIPANT OF ANY AMOUNT IN RESPECT OF THE PRINCIPAL OF AND PREMIUM, IF
ANY, OR INTEREST ON THE SERIES 20 BONDS; ANY NOTICE WHICH IS PERMITTED OR
REQUIRED TO BE GIVEN TO OWNERS UNDER THE RESOLUTIONS; THE SELECTION BY
DTC OR ANY DTC PARTICIPANT OF ANY PERSON TO RECEIVE, PAYMENT IN THE EVENT
OF A PARTIAL REDEMPTION OF SERIES 20 BONDS; OR ANY CONSENT GIVEN OR OTHER
ACTION TAKEN BY DTC AS AN OWNER.
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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 Series 20 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 Series 20
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 Offered Security certificates, the Agency or the Trustee is obligated to
deliver Series 20 Bonds, as appropriate, as described in the Resolution. In the event such Offered
Security certificates are issued, the Beneficial Owner, upon registration of the Series 20 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 Series 20 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 SERIES 20
BONDS; (III) ANY NOTICE WHICH IS PERMITTED OR REQUIRED TO BE GIVEN TO
BONDOWNERS BY DTC UNDER THE RESOLUTION; (IV) THE SELECTION BY DTC OR 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 SERIES 20 BONDS; OR (V) ANY CONSENT GIVEN OR OTHER
ACTION TAKEN BY DTC AS BONDOWNER.

The foregoing description of the practices and procedures of DTC relating to securities,
such as the Series 20 Bonds, that are delivered to investors through the DTC book-entry system has
been provided by DTC and neither the Agency, the Underwriters nor the Trustee is responsible for
the accuracy or completeness thereof.

SINGLE FAMILY MORTGAGE PURCHASE PROGRAM
General

The Agency has established a program to use the proceeds of Bonds to finance the purchase or
making of Loans to Eligible Borrowers (hereinafter defined) from mortgage lenders (the “Program”).
Pursuant to the General Resolution, proceeds of Bonds may be used to purchase or make Mortgage
Loans, Cooperative Housing Loans (either of which may be Qualified Rehabilitation Loans), Home
Improvement Loans, Loan Securities or Residential Housing Loans that meet the requirements of the Act,
the General Resolution and the applicable supplemental resolution and that are made to finance the
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purchase, construction, rehabilitation, refinancing or improvement of Residential Housing (collectively,
the “Loans”).

Series 20 Program

The Twenty-Fourth Supplemental Resolution limits the Series 20 Program to the purchase or
making of Mortgage Loans (excluding Mortgage Loans for the construction of Residential Housing). The
Agency has reserved the right to make appropriate modifications to the Series 20 Program and to amend
the Program Documents (hereinafter defined) in order to finance Loans for the construction of Residential
Housing, Home Improvement Loans, Cooperative Housing Loans and Qualified Rehabilitation Loans,
provided that the Agency delivers to the Trustee evidence that such use will not adversely affect the
unenhanced ratings then assigned to any Bonds outstanding by any Nationally Recognized Rating
Agency.

Construction loans, if any, will be made to finance the construction and to provide for the
permanent financing of Eligible Residences. Construction loans involve a higher degree of risk than
permanent financing. For example, due to fraud, negligence or other circumstances, the newly
constructed residence may, after expending the proceeds of the construction loan, have a fair market value
that is less than the proceeds of the construction loan. In the event that upon the default of the Mortgagor
it is necessary to sell the residence in order to realize the value of the Mortgage Loan, the Series 20
Program may suffer a loss that may not be covered by the mortgage insurance on the loan. For additional
information about Qualified Rehabilitation Loans and Home Improvement Loans, see “CERTAIN
FEDERAL INCOME TAX MATTERS—Qualified Rehabilitation Loans” and “—Home
Improvement Loans.”

It is anticipated that the Agency will offer several Loan products to finance Eligible Residences.
The Agency anticipates that approximately $9,000,000 of the amount available to finance loans will be
made available to Eligible Borrowers who opt to receive downpayment assistance grants (repayable in
certain instances) in the amount of 3.00% of the principal amount of each Program Loan (“Downpayment
Assistance Loans”). Such Downpayment Assistance Loans will be offered at zero points and will bear
interest at a weighted average interest rate of approximately 6.50% per annum. In addition, the Agency
expects to offer zero point Program Loans without downpayment assistance (‘“Unassisted Loans”) and
both one step and three step Program Loans (the “Stepped Rate Mortgage Loans”) at interest rates which
result in a weighted average interest rate for such loans of approximately 6.00% per annum. One and two
point options will be available with respect to the Unassisted Loans at interest rates fifteen and thirty basis
points lower, respectively, than the then applicable interest rate for zero point Unassisted Loans and a one
point option will be available with respect to Stepped Rate Mortgage Loans at interest rates fifteen basis
points lower than the then applicable initial interest rate for zero point Stepped Rate Mortgage Loans.
The Agency has reserved the right to finance all or a portion of such Loans at higher or lower rates than
described above and to provide other forms of Loan products.

The Agency will implement the Series 20 Program in accordance with the provisions of the
Mortgage Loan Origination and Purchase Agreements (the “Origination Agreements”) between the
Agency and the mortgage lenders (the “Mortgage Lenders”), the Mortgage Loan Servicing Agreements
between the Agency and the Mortgage Lenders (the “Servicing Agreements”), and the Agency’s
procedural guide that establishes standards and requirements for the purchase and servicing of eligible
Loans under the Program (the “Procedural Guide”). The Origination Agreements, Servicing Agreements,
and Procedural Guide are hereinafter collectively called the ‘“Program Documents.” The eligibility
criteria and procedures set forth in the Program Documents have been established by the Agency. The
provisions of the Program Documents, except those required by the Act and those required by the
Resolution (which may only be modified by amendment of the Resolution) may be modified by the
Agency from time to time or waived on a case-by-case basis.
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The Agency expects that amounts on deposit in the Series 20 Program Account will be used
primarily to purchase Eligible Mortgage Loans. An Eligible Mortgage Loan is a Mortgage Loan made by
a Mortgage Lender to an Eligible Borrower to finance the purchase of eligible residential property (an
“Eligible Residence”). Eligible Borrowers are Persons and Families of Low and Moderate Income
(a) none of whom had a present ownership interest in a dwelling at any time during the three-year period
prior to the closing of this Mortgage Loan, unless the residence financed is located in certain “targeted
areas,” (b) none of whom is qualified without governmental assistance (including a mortgage credit
certificate) for a loan of equal down payment and amortization requirements under any other fixed
interest-rate mortgage loan program then being offered by the Mortgage Lender, (c) who otherwise meet
the requirements of the Agency in the Procedural Guide, and (d) who intend to occupy the Eligible
Residence as a permanent principal residence within 60 days (90 days in the case of Qualified
Rehabilitation Loans) after the date the Mortgage Loan is made. See “CERTAIN FEDERAL INCOME
TAX MATTERS.”

The term “Persons and Families of Low and Moderate Income” means persons and families
whose annualized gross monthly income does not exceed the amounts established by the Agency from
time to time pursuant to the Act and which does not exceed the maximum amounts permitted by the
Internal Revenue Code of 1986, as amended (the “Code”), which amounts will be adjusted for family size
as required by the Code. As of March 2, 2004, the maximum gross family income for Eligible Borrowers
ranges from $58,600 to $72,000 for families of one or two persons and from $67,300 to $85,000 for
families of three or more persons. Such amounts are either at or lower than the amounts currently
permitted under the Code.

An Eligible Residence may consist of an owner-occupied single family residence consisting of
not more than two dwelling units (other than a mobile home or manufactured housing that is not
permanently affixed to real property) and such appurtenant land as is reasonably necessary to maintain the
basic livability of the dwelling unit and as does not provide, other than incidentally, a source of income to
the Eligible Borrower to whom a Mortgage Loan is made (a “Mortgagor”), which dwelling and land (a) is
occupied or intended for occupancy by the Mortgagor as his domicile and not as an investment property, a
recreational home, or for use primarily in a trade or business and (b) has a purchase price that does not
exceed the limits established by the Agency pursuant to the Procedural Guide. The purchase price
limitations are subject to change from time to time. As of March 2, 2004, the maximum purchase price
for new residences ranges from $214,000 to $250,000. The maximum purchase price for existing single
family residences ranges from $189,500 to $230,000 for residences with one dwelling unit and from
$210,000 to $250,000 for residences with two dwelling units. See “CERTAIN FEDERAL INCOME
TAX MATTERS.”

Mortgage Loan Origination and Purchase Agreements

The Agency has entered, or will enter, into an Origination Agreement with each of the Mortgage
Lenders, pursuant to which the Mortgage Lenders agree to originate from time to time and sell to the
Agency, at par, and, unless the Agency directs otherwise, to service on its behalf, an unspecified principal
amount of eligible Mortgage Loans. Although a Mortgage Lender is not required to originate a specified
principal amount of Mortgage Loans, once the Mortgage Lender has originated Mortgage Loans and the
Agency has reserved funds for those Mortgage Loans, such Mortgage Loans must be offered for sale and
delivered to the Agency.

Under the Agency’s current Program Documents, the Origination Agreements relate only to
eligible Mortgage Loans and do not contemplate the origination of Cooperative Housing Loans, Qualified
Rehabilitation Loans or Home Improvement Loans. The Origination Agreements provide that the term of
each eligible Mortgage Loan will be a maximum of 30 years, and that each eligible Mortgage L.oan must
be guaranteed by the United States Department of Agriculture/Rural Development (formerly the Farmers
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Home Administration, “USDA/RD”), insured by the Federal Housing Administration (“FHA”) or by
private mortgage insurance, guaranteed by the Veteran’s Administration (the “VA”) or meet the
requirements specified in the Procedural Guide and the General Resolution for uninsured Mortgage
Loans.

Each Mortgage Lender represents and warrants in the Origination Agreement, among other
things, that (a) each Mortgage Loan is evidenced by a note and secured by a mortgage and constitutes a
first lien on an Eligible Residence, (b) each Mortgage Loan would be a prudent investment for its own
account, (c) each Mortgage Loan complies with the provisions of the Act, and (d) each Mortgage Loan is
an eligible Mortgage Loan.

In addition to the representations and warranties made by the Mortgage Lenders with respect to
Mortgage Loans to be purchased by the Agency, certain other conditions, some of which are outlined
below, must exist or must be warranted to exist by the Mortgage Lender at each date on which the
Agency buys Mortgage Loans (the “Closing Date). The Mortgage Loans must be current in payments of
principal and interest and no counterclaim, offset, defense, or right of rescission may exist that can be
asserted and maintained by the Mortgagor against the Agency, as assignee of the Mortgage Loans. The
assignment to the Agency of each Mortgage Loan must convey a valid first lien on an Eligible Residence
as to which the Mortgagor has marketable record title. The Mortgage Lender is to hold each executed
assignment of Mortgage Loans in its files and is to agree to record such assignment upon the Agency’s
request. The improvements upon the real property subject to each Mortgage Loan must be covered by a
valid and subsisting policy of hazard insurance issued by a company lawfully doing business in the State
in an amount equal to the lesser of 100% of the insurable value of said improvements at the time of the
origination of said Mortgage Loan and the original principal amount of the Mortgage Loan, and such
improvements must be fully completed except to the extent disclosed to and approved by the Agency. As
of the Closing Date, the Mortgage Lender must certify that it has complied with the requirements of the
Procedural Guide with respect to all Mortgage Loans offered for purchase (except to the extent waived in
writing by the Agency).

Notwithstanding the warranties and certifications of the Mortgage Lender, the Agency reserves
the right at all times to decline to purchase any Mortgage Loan that, in its reasonable opinion, does not
conform to the requirements of Section 143 of the Code, and the regulations thereunder (“Section 143”),
the Act, the Origination Agreement, the Servicing Agreement and the Procedural Guide. For a summary
of certain requirements of Section 143, see “CERTAIN FEDERAL INCOME TAX MATTERS.”

If any representation of the Mortgage Lender in the Origination Agreement proves to have been
untrue when made, or in the event of breach or failure of any warranty made therein or any term thereof,
the Mortgage Lender will be liable to the Agency for all damages suffered by the Agency as a result
thereof. In addition, the Mortgage Lender may be required to repurchase any Mortgage Loan if (a) the
Agency discovers facts that existed as of the Closing Date that, among other things, cause the Mortgage
Loan to be other than an eligible Mortgage Loan, or (b) the Mortgage Lender fails to obtain or maintain
mortgage insurance upon which the Agency relies in purchasing the Mortgage Loan.

The Agency has reserved the right to act in the future as a direct lender to Eligible Borrowers
pursuant to the Series 20 Program.

Contract Underwriting
The Agency has contracted with Mortgage Guaranty Insurance Corporation (“MGIC”) to provide
credit and compliance underwriting services on Mortgage Loans to be originated under the Series 20

Program. Credit underwriting requires an analysis of the creditworthiness of borrowers and the condition
of the property to be financed based upon Agency guidelines set forth in the Procedural Guide.
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Compliance underwriting requires an analysis of eligibility criteria designed to satisfy federal and state
laws, i.e. acquisition cost limits and income limits.

The Agency is planning to develop a delegated underwriting program for some of its participating
lenders under the Series 20 program. This delegated underwriting program will allow participating
lenders to be responsible for the initial underwriting of the Mortgage Loans. The Agency will contract
with MGIC to provide credit and compliance underwriting services on these Mortgage Loans (as
described in the above paragraph) after these Mortgage Loans have been purchased by the Agency. The
participating lenders will still be subject to repurchase obligations and guidelines as described in the
Origination Agreements.

Mortgage Loan Servicing Agreements

The Agency has entered or will enter into a Servicing Agreement with each mortgage loan
servicer (a “Servicer”) that is to service Mortgage Loans under the Series 20 Program. It is anticipated
that certain Mortgage Lenders will originate and service their own loans. The Mortgage Loans originated
by Mortgage Lenders that are not acting as Servicers are to be serviced by the Agency (or a subservicer of
the Agency) or assigned to a Servicer. Approximately 31% of the portfolio of Mortgage Loans under the
Resolution is being serviced on behalf of the Agency by a subservicer.

Each Servicer is to collect on the terms and on the several payment dates specified in the
mortgage notes, the Revenues and escrow payments, if any, on each Mortgage Loan in the same manner
as is employed by the Servicer with respect to servicing its own mortgage loans and in accordance with
the provisions of the Procedural Guide. Each month the Servicer may withhold, as its servicing fee, an
amount equal to one-twelfth of three-eighths of one percent of the principal balance of each Mortgage
Loan, but only to the extent monthly payments are received with respect to a Mortgage Loan. In the
event of any default in the payment of any Mortgage Loan, the Agency, upon recommendation of the
Servicer, is to commence, and prosecute to judgment, appropriate legal proceedings to collect such
payments and to take such other action as the Agency may reasonably require. Under Vermont law, a
mortgagor has a period of redemption of up to six months from the entry of judgment to pay all interest
and principal due in order to maintain ownership, provided, however, that such redemption period may be
reduced in the court’s discretion. Except for the prevention of waste, during the period of redemption, the
Agency will be precluded from exercising rights of ownership in the mortgaged Eligible Residence,
including the renting or selling of the same. A mortgagor or a mortgagee may request a public sale of
mortgaged property. However, under Vermont law, no sale of a dwelling house of two units or less, when
occupied by the owner as a principal residence, may take place within seven months of service of the
foreclosure complaint, unless the court finds that the occupant is making waste of the property. The
Servicer is also required to collect all insurance proceeds and remit the same in accordance with Agency
requirements.

All collections of Revenues, after deducting the servicing fee, are to be received in trust by the
Servicer for the Agency and deposited with a depository in an account or accounts in the name of the
Trustee (which may be non-interest bearing) and retained until required by the Procedural Guide to be
remitted to the Trustee.

Under each Servicing Agreement, the Servicer is required to obtain all municipal and other tax or
assessment statements against the mortgaged Eligible Residence and pay the same in time to prevent any
interest penalty; it is to advance on behalf of the Agency, in time to avoid an involuntary sale, any taxes,
assessments or other charges for which escrow payments could be provided that are not paid when due
and that could become a lien under Vermont law or federal law against the mortgaged premises superior
to the lien of the Mortgage Loan; and it is to advance on behalf of the Agency any premiums for hazard
insurance not paid when due within sufficient time to keep said policies in force.
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Under each Servicing Agreement the Servicer is to notify the Agency of any Mortgage Loan that
is two payments in arrears on a form prescribed by the Agency and at the same time is to recommend to
the Agency the appropriate action to be taken to cure such delinquency or default. The Servicer is
required to keep detailed books and records pertaining to each Mortgage Loan, and all Revenues, escrow
payments, collections, and defaults on Mortgage Loans, all in accordance with generally accepted
accounting principles and the Procedural Guide, and to make such books and records available for
examination by the Agency or its designated agents at all times during the regular business hours of the
Servicer.

A Servicer may assign its servicing obligations under the Servicing Agreement to another
mortgage loan servicer or to the Agency, subject to the prior written approval of the Agency, provided
that the Servicer shall remain liable to the Agency for any breach of duty or misconduct whatsoever of its
assignee to the same extent as it would be liable if there were no assignment.

The Agency may terminate any Servicing Agreement if the Servicer thereunder initiates or
suffers any proceedings of insolvency or reorganization under the Bankruptcy Code or other federal or
state receivership laws or makes any common law assignment for the benefit of creditors, assigns its
rights and duties under the Servicing Agreement without consent of the Agency, or fails to perform any
one or more of its obligations under the Servicing Agreement or the Procedural Guide and continues in
default thereof for a period of 60 days after notice by the Agency of said failure.

The Servicing Agreement requires each Servicer to maintain a blanket coverage fidelity bond in
an amount and form acceptable to the Agency with a surety duly authorized to issue such coverage in the
State. The fidelity bond is to cover all employees of the Servicer or other persons who, under the
direction, control or permission of the Servicer, will from time to time deal with the collections of
Revenues and escrow payments, earned interest, documents, papers or things of value relating to the
Mortgage Loans of the Agency, and must insure the Servicer against loss resulting from dishonesty or
fraud by such employees.

In the event that the Agency determines to finance Qualified Rehabilitation Loans, Cooperative
Housing Loans, Loans for the construction of Residential Housing or Home Improvement Loans with
amounts in the Series 20 Program Account, the Agency will make appropriate modifications to the
Program Documents.

Mortgage Insurance Requirements

Mortgage Loans and Cooperative Housing Loans purchased with amounts in the Series 20
Program Account or the proceeds of prior Series of Bonds issued under the General Resolution must:

. be in an amount not more than 80% of the value of the property securing the Loan; or

. be insured or guaranteed by the USDA/RD, the FHA or the VA, or another agency or
instrumentality of the United States or the State to which the powers of any of them have
been transferred, or which is exercising similar powers with reference to the insurance or
guarantee of Mortgage Loans, or be insured by a private mortgage insurance company
qualified to do business in the State and to provide insurance on mortgages purchased by
the Federal Home Loan Mortgage Corporation (“FHLMC”) or Fannie Mae, in either case
provided that the insured portion of any claim is at least equal to the amount by which the
Loan exceeds 80% of the appraised value of the property subject to the Mortgage; or

. be insured, guaranteed or otherwise secured by a program of self-insurance established
by or on behalf of the Agency provided that the use of any such program does not
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adversely affect the unenhanced ratings then assigned to the Bonds by any Nationally
Recognized Credit Rating Agency.

The aforementioned insurance and guarantee programs provide different, although comparable,
coverage for losses. In addition, any mortgage insurance or guarantee program requirements that may be
applicable to Loans financed with the proceeds of additional Bonds may not provide comparable coverage
for losses. There is no requirement that Home Improvement Loans, if any, be insured or guaranteed. See
“SECURITY FOR THE BONDS—Additional Security.”

Pursuant to federal law, primary mortgage insurance with respect to residential mortgage loans,
such as the Mortgage Loans, originated after July 28, 1999, will automatically terminate when the
scheduled principal balance of the mortgage loan, based on the original amortization schedule for the
mortgage loan, is reduced to 78% or less of the value of the mortgaged property at the time of origination,
provided the mortgage loan is current.

For information concerning mortgage insurance and guarantee coverage with respect to the Agency’s
existing Loans see APPENDIX I and for information concerning certain mortgage insurance and guarantee

programs and procedures see APPENDIX III.

[Remainder of page intentionally left blank]
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SCHEDULE OF MORTGAGE LENDERS

The following schedule sets forth the Mortgage Lenders that have indicated their intention to
participate in the Series 20 Program. The schedule may be amended to reflect the participation of
additional Mortgage Lenders in, or the withdrawal of any mortgage lenders listed below from, the Series
20 Program. See “SINGLE FAMILY MORTGAGE PURCHASE PROGRAM.”

Mortgage Lenders for the Series 20 Program

Banknorth Mortgage Company"”

The Bank of Bennington

Beacon Mortgage Co. LLC

Brattleboro Savings and Loan Association
Charter One Bank

Chittenden Bank d/b/a Mortgage Service Center
Community National Bank

Connecticut River Bank, N.A.
Countrywide Home Loans, Inc.

CTX Mortgage Co.

The Factory Point National Bank

First Community Bank

GMAC Mortgage Corporation

Heritage Family Credit Union
Kittredge Mortgage Corporation
Lyndonville Savings Bank and Trust Company
Mascoma Savings Bank

Mortgage Financial Services, Inc.

The National Bank of Middlebury
National City Mortgage

New England Federal Credit Union
North Country Federal Credit Union
Northeast Home Loan, LLC

Northfield Savings Bank

Peoples Trust Company of St. Albans
Summit Financial Center Inc.

Union Bank

Universal Mortgage Corporation
Vermont Development Credit Union
Vermont Federal Credit Union
Vermont State Employees Credit Union
Wells Fargo Home Mortgage

() An affiliate of the Trustee for the Bonds.
SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION

The General Resolution contains terms and conditions relating to the issuance and sale of Bonds,
including various covenants and security provisions, certain of which are summarized below. This
summary does not purport to be comprehensive or definitive and is subject to all of the provisions of the
General Resolution, to which reference is hereby made, copies of which are available from the Agency or
the Trustee. Summary definitions of certain terms used in the General Resolution and below are set forth
in APPENDIX IV to this Official Statement.
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In addition to the provisions of the General Resolution summarized below, the Twenty-Fourth
Supplemental Resolution sets forth provisions specific to the Series 20 Bonds and the terms and
conditions of such Bonds as well as additional covenants and security provisions applicable to such
Bonds (see “THE SERIES 20 BONDS” and “SECURITY FOR THE BONDS”). The Twenty-Fourth
Supplemental Resolution also establishes additional procedures and requirements in order to meet the
requirements of the Code such that interest on the Series 20 Bonds shall be and remain excludable from
gross income for federal income tax purposes. See “CERTAIN FEDERAL INCOME TAX
MATTERS.”

Resolution as Contract with Bondowners

The Resolution constitutes a contract among the Agency, the Trustee and the Bondowners. The
pledge made in the Resolution and the provisions, covenants and agreements therein are for the equal
benefit and security of all owners of the Bonds, all of which, regardless of their times of issue or maturity,
rank equally without preference, priority or distinction of any Bond over another except as expressly
provided in the Resolution.

Pledge of the Resolution

As security for the payment of the Principal Amount and redemption price of and interest on the
Bonds, the Agency in the Resolution pledges and grants a security interest in (a) all Revenues, (b) all
Loans and any other Revenue producing contracts and all rights and interests of the Agency incident
thereto and the proceeds thereof, (c) subject to the provisions of the applicable supplemental resolution,
all Additional Security, if any, and all the rights and interests incident thereto and the proceeds thereof,
and (d) all moneys, securities and Reserve Deposits in all funds and accounts created by or pursuant to the
Resolution (except the Rebate Fund), whether any of the foregoing is now existing or is hereafter
acquired, subject only to the provisions of the Resolution permitting the application of amounts held
thereunder for the purposes and on the terms and conditions set forth in the Resolution. The Resolution
provides that, to the extent permitted by law, the foregoing pledge will be valid and binding from the time
of the delivery by the Agency of the first Bond, will be effective as to all such rights and other pledged
property whether now existing or hereafter coming into existence, whether now held or hereafter acquired
by the Agency, and whether or not segregated or held in trust by the Agency. The Resolution further
provides that the rights, Revenues, Loans, Reserve Deposits, contracts, other property and proceeds so
pledged will immediately be subject to the lien of such pledge without any physical delivery or
segregation thereof or further act and the lien of such pledge will be valid and binding against any and all
parties having a claim of any kind, in tort, contract or otherwise, against the Agency, irrespective of
whether such parties have notice thereof.

Authorization and Issuance of Bonds

Bonds of the Agency may be issued from time to time in one or more Series without limitation as
to amount except as provided in the Resolution or as may be limited by law. The Bonds will be special
obligations of the Agency. Under the Resolution the Agency may issue Fixed-Rate Bonds, Variable-Rate
Bonds, Tender Bonds, Discount Bonds or Compound Interest Bonds. The Agency may issue a Series of
Bonds by adopting a supplemental resolution and delivering to the Trustee, among other things:

. A counsel’s opinion stating in effect, among other things, that the Bonds are valid and
binding special obligations of the Agency, enforceable in accordance with their terms and
the terms of the Resolution and entitled to the benefits of the Act, as amended to the date
of such opinion, and the Resolution;
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. Certificates of an authorized officer of the Agency (a) setting forth a Projection of
Revenues giving effect to the issuance of such Series and demonstrating, among other
things, that expected Revenues or other funds available for the purpose will be sufficient
to pay in the current and each subsequent Fiscal Year the Aggregate Debt Service when
due on the outstanding Bonds and all Program Expenses or, if that is not the case, that in
the judgment of the Agency the amount of Revenues and other funds available to pay in
each Fiscal Year Aggregate Debt Service when due on all outstanding Bonds other than
the Bonds of such new Series will be greater following issuance of such new Series of
Bonds than would be the case if the Agency did not issue such new Series of Bonds, and
(b) stating that as of the delivery of such Bonds and application of their proceeds, no
Event of Default will have happened and will then be continuing; and

. An amount of cash, Investment Obligations, Reserve Deposits in a stated amount or other
moneys, including proceeds of Bonds, such that following the issuance of the Bonds, the
Bond Reserve Fund will at least equal the Bond Reserve Fund Requirement.

The Agency may, from time to time, issue one or more Series of Refunding Bonds upon
compliance with the requirements of the Resolution and any applicable supplemental resolution to refund
Bonds or any other obligations of the Agency issued to finance Loans qualifying under the Resolution.

The Agency may by resolution authorize the issuance of Notes in anticipation of the issuance of
Bonds of a series. The principal and interest on such Notes and renewals thereof may be payable from
and secured by any moneys of the Agency available therefor, from the proceeds of such Notes or from the
proceeds of the sale of the Bonds in anticipation of which such Notes are issued on a priority over any
other pledge of such proceeds created by the Resolution. The Agency may also pledge to the payment of
such Notes the loans purchased with the proceeds of such Notes and the revenues received by the Agency
on account of such loans; provided that upon delivery of the Bonds in anticipation of which such Notes
were issued and application of the proceeds thereof, all such loans and revenues shall be and become
Loans and Revenues subject to the pledge of the Resolution for the benefit of the Bonds.

Additional Security

The Resolution provides that, to the extent that it will not adversely affect the unenhanced ratings
then assigned to any Bonds outstanding by any Nationally Recognized Credit Rating Agency, in
connection with the issuance of any Series of Bonds, the Agency may obtain or cause to be obtained
letters of credit, lines of credit, surety bonds, insurance policies, guarantees or similar obligations or other
agreements or instruments (“Additional Security”) providing for or securing the payment of all or a
portion of the Principal Installments or redemption price of and interest due or to become due on all or a
portion of the Bonds of a Series or providing Reserve Deposits under the Resolution or providing for the
purchase of such Bonds or a portion thereof by the issuer or obligor of any such Additional Security or
providing for or securing the payment of all or a portion of the principal and interest and other payments
to be made on the Loans allocable to such Series.

The obligations, if any, of the Agency related to any Additional Security may be secured by an
agreement providing for the purchase, transfer or pledge of Bonds secured thereby, with such adjustments
to interest rate, maturity or redemption provisions as the Agency may specify in the applicable
supplemental resolution, or for the sale, transfer or pledge of Loans purchased with the proceeds of such
Series to the issuer or obligor of such Additional Security or for such lien on Revenues, Loans, Reserve
Deposits and other moneys and securities held under the Resolution as may otherwise be permitted by the
Resolution. The Agency may also agree to reimburse (herein referred to as a “Reimbursement
Obligation”) the issuer or obligor of any such Additional Security for amounts paid under the terms of
such Additional Security together with interest thereon and expenses related thereto. Any Reimbursement
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Obligation may be secured by a lien on and pledge of the Revenues, Loans, Reserve Deposits and other
money, securities and rights held under the Resolution on a parity with the pledge created by the
Resolution so long as such lien or pledge does not adversely affect the unenhanced ratings then assigned
to the Bonds by any Nationally Recognized Credit Rating Agency.

Establishment of Funds and Accounts

The Resolution establishes or authorizes the establishment of the following funds and accounts to
be held by the Trustee:

Program Fund

Program Accounts

Cost of Issuance Accounts
Capitalized Interest Accounts
Revenue Fund

Debt Service Fund

Bond Reserve Fund

Rebate Fund

Rebate Accounts

Redemption Fund

Optional Redemption Accounts
Special Redemption Accounts

In addition, the Twenty-Fourth Supplemental Resolution establishes the Series 20 Loan Loss
Claim Fund, the Series 20 Contingency Account and the Series 20 Premium Account. See “SECURITY
FOR THE BONDS—Additional Security.”

Program Accounts

Upon the issuance, sale and delivery of any Series of Bonds, other than an issue of refunding
Bonds, the Trustee will establish a separate Program Account within the Program Fund for such series. A
Program Account will be used for the purchase or making of Loans. Loans may be purchased or made in
part from moneys in one Program Account and in part from moneys in another Program Account. The
Trustee, upon the written request of the Agency, will pay from a designated Program Account the amount
stated in such written request to be payable to the designated Mortgage Lender or Lenders for or upon the
purchase or making of the Loans specified in such request. The written request will certify that the
amount of the payments requested does not exceed the purchase price of the Loans and that the Loans
comply with the Resolution, the applicable supplemental resolution and the Act. Before disbursing to a
Mortgage Lender the amounts specified in a written request, the Trustee will receive the original executed
note evidencing the Loan to be so purchased or made, or, as applicable, the Loan Security so purchased,
in either case, endorsed to the Agency.

All moneys transferred to a Program Account from the Revenue Fund pursuant to the Resolution
(as described below under “Revenues and Revenue Fund”) will be used to purchase or make Loans in the
manner provided above. No such moneys will be applied to the purchase or making of Loans unless the
Agency provides (a) a counsel’s opinion to the effect that such purchase shall not adversely affect the
exclusion of interest on any outstanding Bonds from gross income for Federal income tax purposes, and
(b) a Projection of Revenue showing that following such purchase or origination expected Revenues and
other funds available for the purpose will be sufficient to pay in the current and each subsequent Fiscal
Year Aggregate Debt Service when due and all Program Expenses or, if not, that in the judgment of the
Agency such purchase or origination will result in a greater amount of Revenues and other funds available
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to pay in the current and each subsequent Fiscal Year Aggregate Debt Service when due and all Program
Expenses then would be the case of such Loans were not purchased or made.

Notwithstanding anything in the Resolution to the contrary, the Trustee will transfer from any
Program Account to the Debt Service Fund any amounts necessary for the payment, when due, of
Principal Installments of and interest on the Bonds to the extent that at any time no moneys are available
therefor in any other funds and accounts established under the Resolution.

Revenues and Revenue Fund

Except as provided in any supplemental resolution authorizing Reserve Deposits or Additional
Security, all Revenues will promptly upon receipt by the Agency be deposited in the Revenue Fund.

On or before each interest payment date for the Bonds, the Trustee will transfer from the Revenue
Fund the balance on deposit in such Fund as follows in the following order of priority:

. To the Debt Service Fund, the amount necessary so that the balance therein equals the
sum of all Principal Installments and interest due or to become due on such interest
payment date on the outstanding Bonds;

. To the providers of municipal bond insurance on any Series of Bonds outstanding, the
amount of the premium payable to such insurer on such interest payment date with
respect to the applicable municipal bond insurance policy;

. To the Bond Reserve Fund, the amount necessary so that the amount therein equals the
Funded Bond Reserve Fund Requirement, calculated as of such interest payment date;

. To the Program Fund and the appropriate Program Account therein, an amount equal to
all amounts withdrawn therefrom and applied to the payment of accrued interest on
Loans when purchased, but only to the extent such amounts have not been previously
restored to the Program Fund;

. To the Rebate Fund and the appropriate Rebate Account therein, the amount necessary so
that the amount therein equals the Rebate Requirement;

. To one or more Program Accounts, as directed by the Agency, all or any portion of the
remaining balance in the Revenue Fund allocable to such Accounts;

. To one or more Special Redemption Accounts in the Redemption Fund as directed by the
Agency, all or any portion of the remaining balance allocable to such Accounts;

. Subject to the provisions of any supplemental resolution, to the payment or
reimbursement of Program Expenses then due and payable, in such amounts and to such
payees (including, in the case of reimbursements, the Agency) as may be specified in a
certificate of the Agency delivered to the Trustee; and

. To the Agency for any of its lawful purposes free and clear of the pledge and lien of the
Resolution, by payment to the Agency of all or any portion of the remaining balance in
the Revenue Fund, but only upon receipt by the Trustee of a Projection of Revenues
which shows that following such payment expected Revenues and other funds available
for the purpose will be sufficient to pay in any Fiscal Year (a) Aggregate Debt Service on
the outstanding Bonds when due, (b) all Program Expenses and (c) all required deposits,
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if any, into all funds and accounts established under the Resolution and under any
applicable supplemental resolution.

Debt Service Fund

The Trustee will pay out of the Debt Service Fund to the respective paying agents on or before
each interest payment date on any Bonds, the amount required for the interest and Principal Installments
payable on such date. Amounts in the Debt Service Fund with respect to any sinking fund installment
shall, if so directed by the Agency, be applied by the Trustee to the purchase of Bonds of the Series,
maturity, interest rate and tenor for which such sinking fund installment was established or to the optional
redemption of such Bonds then redeemable by their terms. As soon as practicable after the 45th day
preceding the due date of any such sinking fund installment, the Trustee will call for redemption on such
due date Bonds of the Series, maturity, interest rate and tenor for which such sinking fund installment was
established in an amount sufficient to complete the retirement of the Principal Amount of the Bonds of
such Series, maturity, interest rate and tenor as specified for such sinking fund installment.

Bond Reserve Fund

If at any time there are insufficient amounts in the Capitalized Interest Accounts, the Debt Service
Fund, the Revenue Fund and the Redemption Fund to pay the Principal Installments and interest on the
Bonds of any Series then due, the Trustee will withdraw from the Bond Reserve Fund and deposit in the
Debt Service Fund the amount necessary to meet the deficiency. Unless otherwise directed by the
Agency, amounts so withdrawn from the Bond Reserve Fund shall be derived, first, from cash and
Investment Obligations on deposit therein and, second, from draws or demands on Reserve Deposits or
other Additional Security, if any, held as a part thereof upon the terms and conditions provided in such
Reserve deposits or other Additional Security.

If at any time the amount on deposit in the Bond Reserve Fund exceeds the Funded Bond Reserve
Fund Requirement, calculated as of such date, the Trustee will upon written direction of the Agency
withdraw any such excess and deposit such excess in the Revenue Fund.

Redemption Fund

The Redemption Fund includes a Special Redemption Account and an Optional Redemption
Account for each series. Except as provided in the Resolution or any supplemental resolution, amounts in
the Special Redemption Account are to be used by the Trustee to purchase or redeem Bonds of the
applicable Series at a price set forth in the applicable supplemental resolution. Notwithstanding the
foregoing, all or any part of the moneys in a Special Redemption Account may be applied to the
redemption of Bonds of any Series upon compliance with the requirements of the Resolution and receipt
by the Trustee of a Counsel’s Opinion to the effect that such application shall not adversely affect the
exclusion from gross income of interest on any Bonds outstanding for federal income tax purposes.
Amounts in the Optional Redemption Account are to be used by the Trustee to purchase or redeem Bonds
of the applicable Series subject to redemption by operation of the Optional Redemption Account at a pace
set forth in the applicable supplemental resolution. Prior to any such purchase or redemption, the Agency
must also deliver to the Trustee a Projection of Revenues satisfying the conditions stated above under
“SECURITY FOR THE BONDS—Projection of Revenues,” provided that no Projection of Revenues
shall be required for the application of any amounts in a Special Redemption Account to the redemption
of Bonds of the Series to which such Account is applicable if such amounts shall be applied to the
redemption of Bonds of each maturity and of similar tenor of such Series outstanding in the same
proportion as the Bonds of such maturity and similar tenor outstanding bear to the Bonds of all maturities
and of similar tenor of such Series outstanding.
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Rebate Fund

Upon the issuance, sale and delivery of any Series of Bonds, the applicable supplemental
resolution may but is not required to establish in the Rebate Fund a separate Rebate Account. The Series
20 Rebate Account will be established pursuant to the Twenty-Fourth Supplemental Resolution and
amounts in the Series 20 Rebate Account will be used to rebate to the United States certain excess
investment earnings as described below under “CERTAIN FEDERAL INCOME TAX MATTERS—
Requirements Related to Arbitrage.”

Moneys of the Agency

All amounts paid to the Agency under the Resolution for deposit in its General Fund will be free
and clear of any lien or pledge created by the Resolution and may be used for any lawful purpose of the
Agency.

Investments and Deposits

Except as otherwise provided below, moneys held for the credit of any fund or account under the
Resolution will be invested by the Trustee at the direction of the Agency in Investment Obligations which
mature or are redeemable at the option of the owner thereof on such dates and in such amounts as may be
necessary to provide moneys to meet the payments from such funds and accounts. Moneys in the Bond
Reserve Fund may be invested by the Trustee at the direction of the Agency solely in the investments
specified in clauses (1), (2), (3), (6), (8), (10) and (11) of the definition of Investment Obligations in
APPENDIX IV. Investment Obligations purchased as an investment of moneys in any fund or account
and Reserve Deposits held in any fund or account will be deemed at all times to be a part of such fund or
account until transferred as provided in the Resolution.

In computing the amount in any fund or account held by the Trustee under the provisions of the
Resolution, Investment Obligations will be valued at par if purchased at par or at amortized value if
purchased at other than par. Valuation on any particular date shall include the amount of interest then
earned or accrued to such date on any Investment Obligation. In computing the value of any Reserve
Deposit held to the credit of any fund or account under the Resolution, such Reserve Deposit shall be
valued at the unexpired, underway stated amount thereof.

Except as otherwise provided in a supplemental resolution, the income or interest earned by, or
increment to, a fund or account due to the investment thereof will be transferred to the Revenue Fund
except any income, interest or other increment earned on investment of the Rebate Fund, which amounts
will be credited to such Fund.

Issuance of Additional Obligations

Except as permitted by the Resolution the Agency will not create or issue any obligations or
create any additional indebtedness which will be secured by an equal or prior charge and lien on the
Revenues, Loans, Reserve Deposits and other property pledged under the Resolution or which will be
payable from any of the funds or accounts established by the Resolution, except that additional Series of
Bonds may be issued from time to time pursuant to a supplemental resolution on a parity with the Series
20 Bonds so long as the issuance of such additional Bonds will not adversely affect the unenhanced
ratings then assigned to the Bonds outstanding by any Nationally Recognized Credit Rating Agency.
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Covenants as to the Program

The Agency will use the proceeds of the Bonds and other moneys held under the Resolution, to
the extent not reasonably required for other Program purposes of the Agency, to purchase or make Loans,
and will do all such acts and things necessary to receive and collect Revenues and will take all actions and
proceedings reasonably necessary for the enforcement of all terms, covenants and conditions of the
Loans.

The Agency shall diligently enforce and take all reasonable steps, actions and proceedings
necessary for the enforcement of all terms, covenants and conditions of all Loans including the prompt
payment of all Revenues and all other amounts due the Agency thereunder. The Agency shall at all times,
to the extent permitted by law, defend, enforce, preserve and protect the rights and privileges of the
Agency and of the Bondowners under or with respect to each Loan provided that the Agency shall have
the power and authority to settle a default on any Loan on such terms as the Agency shall determine to be
in the best interests of the Agency and the Bondowners and to forbear from taking action with respect to
enforcement of a Loan if it determines such forbearance to be in the best interests of the Agency and the
Bondowners.

Whenever it shall be necessary in order to protect and enforce the rights of the Agency under a
Loan and to protect and enforce the rights and interest of Bondowners under the Resolution, the Agency
shall take or cause to be taken steps to enforce any policy or certificate of insurance or guaranty or
Additional Security relating to a Loan and to foreclose the mortgage or enforce the security interest
created by such Loan and to collect, hold and maintain or to sell or otherwise dispose of the collateral
securing the note, mortgage or other instrument which is in default under the provisions of such Loan and
if the Agency deems such to be advisable, shall bid for and purchase such collateral at any sale thereof
and acquire and take possession of such collateral.

The Agency may sell, assign, transfer or otherwise dispose of any Loan or any participation or
other interest therein which is in default or delinquent in the payment of principal or interest thereon if the
Agency determines that such action is in the best interests of the Agency and Bondowners and will result
in a greater availability of Revenues to pay Aggregate Debt Service when due and Program Expenses than
would be the case if such Loan is not sold, assigned, transferred or otherwise disposed of, in which case
such Loan may be so disposed of by the Agency free and clear of the pledge of the Resolution.

The Agency may sell, assign, transfer or otherwise dispose of any Loan or any participation or
other interest therein which is not in default or delinquent in the payment of principal or interest thereon,
or transfer any such Loan to itself free and clear of the pledge of the Resolution and at such price as the
Agency shall determine, provided that prior to any such disposition or transfer the Agency files with the
Trustee a certificate of an Authorized Officer setting forth a Projection of Revenues showing that
following such disposition or transfer anticipated Revenues, together with any other moneys available for
such purposes, will be sufficient to pay in the current and each subsequent Fiscal Year Aggregate Debt
Service when due and all Program Expenses, in which case such Loan may be disposed of or transferred
by the Agency free and clear of the pledge of the Resolution. Except as otherwise provided in the
supplemental resolution applicable to a particular Series of Bonds, the proceeds, if any, of sale, transfer or
other disposition of any Loan which was not in default or delinquent in the payment of principal or
interest thereon shall not constitute a Loan Prepayment under the Resolution and shall not be deposited
directly or indirectly in a Special Redemption Account for any Series of Bonds outstanding.

Supplemental Resolutions

Any of the provisions of the Resolution may be amended by the Agency by a supplemental
resolution with the written consent of the Owners of at least 60% in aggregate Principal Amount of the
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outstanding Bonds at the time such consent is given; provided however, that no such modification or
amendment may permit a change in the terms of redemption or maturity of any outstanding Bonds or of
any installment of interest on such Bonds or a reduction in the Principal Amount or the redemption price
of such Bonds or the rate of interest thereon without the consent of the Owner of such Bonds, or reduce
the percentage of the Bonds the consent of the Owners of which is required to effect any such
modification or amendment, or change or modify any of the rights or obligations of the Trustee or any
paying agent without the filing with the Trustee of its written assent thereto. Notwithstanding anything in
this paragraph to the contrary, the Agency may not modify or supplement the Resolution as described in
this paragraph with respect to a Series of Bonds insured by a policy of municipal bond insurance without
the prior written consent of the applicable provider of such municipal bond insurance.

The Agency may adopt (without the consent of any Owners of the Bonds but with the consent of
the Trustee) supplemental resolutions to cure any ambiguity, supply any omission, or cure or correct any
defect or inconsistent provision in the Resolution or to insert such provisions clarifying matters or
questions arising under the Resolution as are necessary or desirable and are not contrary to or inconsistent
with the Resolution as theretofore in effect.

Events of Default

Events of Default specified in the Resolution include (a) failure to pay the Principal Installments
or the redemption price of or interest on any Bond when due, (b) failure for 30 days after written notice
thereof in the performance or observance of any other covenants, agreements or conditions specified in
the Resolution, provided, however, that if such default cannot be remedied within such 30 day period, it
will not constitute an Event of Default if the Agency institutes and diligently pursues corrective action
until the default is remedied, and (c) the filing by the Agency of a petition seeking a composition of
indebtedness under the federal bankruptcy laws, or a federal or State statute.

Remedies

Upon the happening and continuance of any Event of Default, the Trustee in its own name may
proceed, and upon the written request of the Owners of not less than 25% in aggregate Principal Amount
of the outstanding Bonds, must proceed, to protect and enforce its rights and the rights of the Bondowners
by such suits, actions or proceedings as the Trustee shall deem most effectual to protect and enforce such
rights, including for defaults other than a default in the performance of covenants, by declaring the
Principal Amount of all Bonds then outstanding and the interest accrued thereon due and payable
immediately.

Notwithstanding anything herein to the contrary, upon the occurrence and continuance of an
Event of Default with respect to a Series of Bonds insured by a policy of municipal bond insurance, the
related provider of such municipal bond insurance is entitled to control and direct the enforcement of all
rights and remedies granted to the owners of the related Series of Bonds or the Trustee for the benefit of
the owners of such Series of Bonds under the Resolution, including, without limitation: (a) the right to
accelerate the principal of the related Series of Bonds and (b) the right to annul any declaration of
acceleration, and the related municipal bond insurance provider is also entitled to approve all waivers of
Events of Default.

Application of Revenues and Other Moneys After Default
If an Event of Default (other than a covenant default) happens and is not remedied, the Agency

upon demand of the Trustee will assign, endorse and convey to the Trustee all Loans and will pay over to
the Trustee upon receipt thereof all Revenues and other property pledged under the Resolution. Unless
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otherwise directed by a court, all such Revenues and other property and any other moneys received or
collected by the Trustee will be applied as provided in the Resolution.

Defeasance

If the Agency pays the Principal Amount and interest, and redemption price, if any, to become
due on all outstanding Bonds and pays or provides for the payment of all fees and expenses of the Trustee
and any paying agents, then the pledge of Revenues, Loans, Reserve Deposits, Additional Security, if
any, or other property pledged by the Resolution and all other rights granted by the 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 have been deposited with the Trustee either moneys in an amount which shall be sufficient,
or Investment Obligations as defined in clauses (1), (2), (3) or (6) of the definition of Investment
Obligations in APPENDIX IV the principal of and interest on which when due will provide moneys
which will be 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.

Notwithstanding anything herein to the contrary, in the event that the principal and/or interest due
on a Series of Bonds insured by a policy of municipal bond insurance shall be paid the provider of such
municipal bond insurance, such Series of Bonds shall remain Outstanding for all purposes, not be
defeased or otherwise satisfied and not be considered paid by the Agency, and the assignment and pledge
under the Resolution and all covenants, agreements and other obligations of the Agency to the registered
owners shall continue to exist and shall run to the benefit of the related provider of the municipal bond
insurance, and the related provider of the municipal bond insurance shall be subrogated to the rights of
such registered owners.

TRUSTEE

The Trustee for the Series 20 Bonds is Banknorth, N.A. (“Banknorth”), with corporate trust
offices located in Williston, Vermont. The Trustee also serves as bond trustee for other outstanding
Bonds of the Agency. In addition, Banknorth Mortgage Company, Inc. and its successor, First
Massachusetts Bank, N.A. doing business as Banknorth Mortgage, has been and is an affiliate of the
Trustee and is a Mortgage Lender under the Program.

Banknorth is a bank holding company incorporated in Maine and headquartered in Portland,
Maine. Banknorth currently owns and operates banking subsidiaries in six states. In addition, Banknorth
or its subsidiaries engage 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 Owners 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 Owners of its bonds or in any way impair the rights and remedies
of the Owners 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 and secured solely
by a pledge of certain Revenues, Loans and Funds and accounts established under the Resolution.
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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 Series 20
Bonds or the purchasing of Loans with the proceeds of the Series 20 Bonds or in any way contesting or
affecting any authority for the issuance or validity of the Series 20 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 Series 20 Bonds or the existence or powers of the Agency.

INDEPENDENT AUDITORS

The financial statements of the Agency for the year ended June 30, 2003 included in Appendix II
have been audited by KPMG LLP, independent certified public accountants, whose report thereon is also
included in Appendix II.

RATINGS

It is expected that Standard & Poor’s Ratings Services, a division of The McGraw Hill
Companies, Inc. (“Standard & Poor’s”) and Moody’s Investors Service, Inc. (“Moody’s”) will assign
their municipal bond ratings of “AAA” and “Aaa,” respectively, to the Series 20A Bonds with the
understanding that upon delivery of the Series 20 Bonds a policy insuring the payment when due of
principal of and interest on the Series 20 Bonds will be issued by FSA. Such ratings reflect only the
views of such organizations and an explanation of the significance of such ratings can only be obtained
from the rating agency furnishing the same. There is no assurance such ratings will be continued for any
given period of time or that they will not be changed by the rating agency furnishing the same, if, in the
judgment of such rating agencies, circumstances so warrant. Any such change of such ratings may have
an effect upon the market price or the marketability of the Series 20 Bonds.

CONTINUING DISCLOSURE

The Agency has covenanted for the benefit of holders and beneficial owners of the Series 20
Bonds to provide certain financial information and operating data relating to the Agency by not later than
180 days following the end of the Agency’s Fiscal Year (which currently is June 30) (the “Annual
Report”), commencing with the report for the 2005 Fiscal Year, and to provide notices of the occurrence
of certain enumerated events, if material. The Annual Report will 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
will 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 or the
notices of material events is summarized in “APPENDIX VII—FORM OF THE CONTINUING
DISCLOSURE AGREEMENT.” These covenants have been made in order to assist the Underwriters
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 Series 20 Bonds
are subject to the approval of Kutak Rock LLP, Bond Counsel. The unqualified approving opinion of
Bond Counsel in substantially the form attached hereto as APPENDIX VI will be delivered with the
Series 20 Bonds. Certain legal matters will be passed upon for the Agency by Elizabeth Mullikin Drake,
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General Counsel of the Agency, and for the Underwriters by Orrick, Herrington & Sutcliffe LLP, New
York, New York, counsel to the Underwriters.

UNDERWRITING

UBS Financial Services Inc., Citigroup Global Markets Inc. and A.G. Edwards & Sons, Inc.
(collectively, the “Underwriters”) have jointly and severally agreed, subject to certain conditions, to
purchase the Series 20A Bonds other than the Series 20A Bonds maturing on November 1, 2030 and
May 1, 2035 (collectively, the “Underwritten Series 20A Bonds”) from the Agency at the prices set forth
on the inside cover page hereof, less an underwriters’ discount and fee of $211,486.45. The Series 20A
Bonds maturing on November 1, 2030 and May 1, 2035 (together, the “Placed Series 20A Bonds™) are
being sold directly to an institutional investor at a purchase price equal to the prices set forth on the inside
cover page hereof. The ARCs are being purchased by UBS Financial Services Inc. at an aggregate
purchase price of $8,000,000. UBS Financial Services Inc. will be paid a fee in connection with its
purchase of the ARCs of $43,852.44. The obligations of the Underwriters to purchase the Underwritten
Series 20A Bonds, the institutional investor to purchase the Placed Series 20A Bonds and of UBS
Financial Services Inc. to purchase the ARCs are subject to certain terms and conditions set forth in the
applicable Purchase Contract.

The Series 20 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 EXEMPTION

In the opinion of Bond Counsel, under existing laws, regulations, rulings and judicial decisions,
interest on the Series 20 Bonds is not includable in gross income for federal income tax purposes and
such interest is a separate tax preference item for purposes of calculating the federal alternative minimum
taxable income of individuals and corporations.

The Code provides that interest on obligations of a governmental unit such as the Agency issued
to finance single family residences is excluded from gross income for federal income tax purposes only if
certain requirements are met with respect to the terms, amount and purpose of the loans financed by the
obligations, the nature of the residence and the mortgage and the eligibility of the borrower executing the
mortgage. Such requirements must be satisfied on a continuing basis subsequent to the issuance of such
obligations in order for interest thereon to remain excluded from gross income for federal income tax
purposes. The Code requires that the Agency provide restrictions in all relevant documents to permit
financing only in accordance with such requirements and that the Agency establish reasonable procedures
to ensure compliance. See “CERTAIN FEDERAL INCOME TAX MATTERS.”

The Agency has included provisions in the Resolutions and the Procedural Guide and has
established certain procedures to ensure compliance with the requirements of the Code relating to the
Loans. The Agency believes that the procedures established for the purpose of fulfilling the requirements
of the Code are sufficient to ensure that the proceeds of the Series 20 Bonds will be applied in accordance
with such requirements in order for interest on the Series 20 Bonds to remain excluded from gross income
for federal income tax purposes. In the opinion of Bond Counsel, the Procedural Guide together with the
Resolutions establish procedures which, if followed, will cause such requirements to be satisfied.

The Code also establishes certain other requirements regarding the expenditure and investment of
proceeds of the Series 20 Bonds and the payment of rebates to the United States. Failure by the Agency
to comply subsequent to the date of issuance of the Series 20 Bonds with such requirements may cause
interest on the Series 20 Bonds to become included in gross income retroactive to the date of issue of such

57



Bonds. The Agency has included provisions in the Resolutions to ensure compliance with these
requirements and has covenanted to take all lawful action necessary under the Code to ensure that interest
on the Series 20 Bonds will remain excluded from gross income for federal income tax purposes and to
refrain from taking any action which would cause interest on the Series 20 Bonds to become included in
gross income.

Although Bond Counsel has rendered its opinion that interest on the Series 20 Bonds is excluded
from gross income for federal tax purposes, the accrual on receipt of interest on the Series 20 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 on the date of issuance of the Series 20 Bonds regarding any such
consequences. Purchasers of the Series 20 Bonds, particularly purchasers that are corporations (including
subchapter S corporations and foreign corporations operating branches in the United States) property or
casualty insurance companies, banks, thrifts or other financial institutions or certain recipients of Social
Security or Railroad Retirement benefits, taxpayers otherwise entitled to claim the earned income credit
and taxpayers who may be deemed to have incurred (or continued) indebtedness to purchase or carry
tax-exempt obligations, are advised to consult their tax advisors as to the tax consequences of purchasing
or holding the Series 20 Bonds.

From time to time, there are legislative proposals in Congress that, if enacted, could alter or
amend the federal tax matters referred to above or adversely affect the market value of the Series 20
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. Each purchaser of the Series 20 Bonds should
consult his or her own tax advisor regarding any pending or proposed federal tax legislation. Bond
Counsel expresses no opinion regarding any pending or proposed federal tax legislation.

The Premium Pac Bonds will be offered at a price in excess of the principal amount thereof.
Under the Code, the difference between the principal amount of a Premium PAC Bond and the cost basis
of a Premium PAC Bond to an Owner (other than an Owner who holds a Premium PAC Bond as
inventory, stock in trade or for sale to customers in the ordinary course of business) is “bond premium.”
An initial Owner of Premium PAC Bonds must amortize any premium in accordance with Section 171 of
the Code. Owners of Premium PAC Bonds should consult their own tax advisors with respect to the
precise determination for federal income tax purposes of the treatment of bond premium upon sale,
redemption or other disposition of Premium PAC Bonds and with respect to the state and local
consequences of owning and disposing of Premium PAC Bonds.

Vermont Taxes

The Act provides that bonds and notes of the Agency, including the Series 20 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 Series 20 Bonds and the income therefrom may be
subject to taxation under the laws of states other than the State.

CERTAIN FEDERAL INCOME TAX MATTERS
General

Section 143 substantially restricts the use of tax-exempt bonds to finance single family housing.
Under the Code, interest on bonds the proceeds of which are used to provide single family mortgages is
not excluded from gross income for federal income tax purposes unless the bonds are part of a “qualified
mortgage issue.” An issue of bonds constitutes a “qualified mortgage issue” if all of the following
requirements are met: (a) all proceeds of the issue (exclusive of proceeds applied to issuance costs and a

58



reasonably required reserve) are to be used to finance owner-occupied residences, (b) the mortgages
financed with the issue meet certain eligibility requirements described below, (c) the yield that is earned
and retained by the issuer of the bonds from such mortgages and from certain non-mortgage investments
that are allocable to the issue, including investments that are held as part of a debt service reserve fund,
does not exceed specified limitations (see ‘“Requirements Related to Arbitrage” below), and (d) certain
other requirements are met relating to the issue itself.

Residence Requirements

As required by Section 143, all Eligible Residences for which owner-financing is provided with
the proceeds of the Series 20 Bonds must be single family residences consisting of one to four dwelling
units located within the State (the Procedural Guide currently restricts such residences to not more than
two dwelling units). Both the Agency and the Eligible Borrower to whom a Loan is made by a Mortgage
Lender to finance an Eligible Residence (the “mortgagor”) must reasonably expect that the Eligible
Residence is or will become the mortgagor’s principal residence within a reasonable time after the Loan is
executed or assigned. Each mortgagor is required to certify at the closing of the Loan that such
mortgagor has made or intends to make the Eligible Residence his principal residence within 60 days
from the