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This Private Placement Memorandum does not constitute an offer to sell or the solicitation of an
offer to buy, nor shall there be any sale of the 1998 Series A Bonds by any person in any jurisdiction
in which it is unlawful for such person to make such offer, solicitation or sale. The New York City

" Housing Development Corporation is placing the 1998 Series A Bonds with the Federal Home Loan Bank
of New York (the "Purchaser"), an institutional investor. No dealer, broker, salesman or other person
has been authorized by the New York City Housing Development Corporation or Bear, Stearns & Co.
Inc., as placement agent (the "Placement Agent"), to give any information or to make any representations
other than as contained in this Private Placement Memorandum. If given or made, such other information
or representations must not be relied upon as having been authorized by any of the foregoing.

The information set forth herein has been obtained from the New York City Housing
Development Corporation and other sources which are believed to be reliable but is not guaranteed as
to accuracy or completeness, and is not to be construed as a representation by any of such sources as to
information from any other source. No representation or warranty is made, however, as to the accuracy
or completeness of such information and nothing contained in this Private Placement Memorandum is,

.or may be relied on as, a promise or representation by the Placement Agent. The information and
expressions of opinion herein are subject to change without notice, and neither the delivery of this Private
Placement Memorandum nor any sale made hereunder shall under any circumstances create any
implication that there has been no change in the affairs of the New York City Housing Development
Corporation or the other matters described herein since the date hereof.

The 1998 Series A Bonds have not been registered under the Securities Act of 1933, as amended,
or registered or qualified under the laws of any jurisdiction.

This is a private offering, made only by delivery of a copy of this Private Placement
Memorandum to the Purchaser. The offering is made only to the Purchaser for investment only.

No offering literature or advertising in any form shall be employed in the offering of the 1998
Series A Bonds except for this Private Placement Memorandum or statements contained herein.

This Private Placement Memorandum is being delivered to the Purchaser together with copies of
the Resolutions (as defined herein) and other documents, which the Purchaser, by purchasing the 1998
Series A Bonds, acknowledge to have received, read and understood.

THE 1998 SERIES A BONDS HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE
SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION, NOR
HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION PASSED UPON THE ACCURACY OR COMPLETENESS OF THIS PRIVATE
PLACEMENT MEMORANDUM. ANY REPRESENTATION TO THE CONTRARY MAY BE A
CRIMINAL OFFENSE.
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$57,800,000

NEW YORK CITY HOUSING DEVELOPMENT CORPORATION

Multi-Family Housing Revenue Bonds
1998 Series A
(Federally Taxable)

This Private Placement Memorandum (including the cover page and appendices) provides certain
information concerning the New York City Housing Development Corporation (the "Corporation") in
connection with the sale of $57,800,000 principal amount of its Multi-Family Housing Revenue Bonds,
1998 Series A (the "1998 Series A Bonds"). The 1998 Series A Bonds are to be issued in accordance
with the New York City Housing Development Corporation Act, Article XII of the Private Housing
'Finance Law, constituting Chapter 44-b of the Consolidated Laws of the State of New York, as amended
(the "Act"), and pursuant to a resolution entitled "Multi-Family Housing Revenue Bonds Bond
Resolution" adopted by the Members of the Corporation on July 27, 1993, as amended from time to time
(the "General Resolution"), a supplemental resolution for the 1998 Series A Bonds entitled "Ninth
Supplemental Resolution Authorizing the Issuance of Multi-Family Housing Revenue Bonds, 1998 Series
A" (the "1998 Series A Supplemental Resolution") adopted by the Members of the Corporation on
April 13, 1998. The General Resolution and the 1998 Series A Supplemental Resolution are referred to
herein, collectively, as the "Resolutions.” Pursuant to the General Resolution (except as otherwise
expressly provided therein or in a Supplemental Resolution authorizing a series of bonds), all bonds
issued thereunder are equally and ratably secured by the pledges and covenants contained therein. All
bonds issued or to be issued under the General Resolution, including the 1998 Series A Bonds, are herein
referred to as the "Bonds." Certain defined terms used herein are set forth in "Appendix A—Definition
of Certain Terms."

INTRODUCTION

The Corporation, which commenced operations in 1972, is a corporate governmental agency
constituting a public benefit corporation of the State of New York (the "State"). The Corporation was
created by the Act for the purpose of providing and encouraging the investment of private capital in safe
and sanitary dwelling accommodations in the City of New York within the financial reach of families and
persons of low income, which includes families and persons whose need for housing accommodations
cannot be provided by the ordinary operations of private enterprise, through the provision of low interest
mortgage loans. The Act provides that the Corporation and its corporate existence shall continue at least
so long as bonds, notes or other obligations of the Corporation shall be outstanding.

The 1998 Series A Bonds are special revenue obligations of the Corporation, and payment of the
principal or redemption price of and interest on the 1998 Series A Bonds will be secured solely by the
Revenues and assets pledged to such payment including, without limitation, certain payments to be made
under or with respect to the Mortgage Loans and monies held under the Debt Service Reserve Account.

The 1998 Series A Bonds are the ninth series of Bonds to be issued under the General Resolution.
The 1998 Series A Bonds are being issued on a parity with and shall be entitled to the same benefit and
security of the General Resolution as all other Bonds (other than Subordinate Bonds) issued thereunder,
including the Corporation’s Multi-Family Housing Revenue Bonds, 1993 Series A, issued pursuant to a



First Supplemental Resolution adopted by the Members of the Corporation on July 27, 1993 (the "1993
Series A Bonds"); 1993 Series B, issued pursuant to a Second Supplemental Resolution adopted by the
Members of the Corporation on July 27, 1993 (the "1993 Series B Bonds"); 1994 Series A, issued
pursuant to a Third Supplemental Resolution adopted by the Members of the Corporation on October 13,
1994 (the "1994 Series A Bonds"); 1995 Series A, issued pursuant to a Fourth Supplemental Resolution
adopted by the Members of the Corporation on June 19, 1995 (the "1995 Series A Bonds"); 1996 Series
A, issued pursuant to a Fifth Supplemental Resolution (the "Fifth Supplemental Resolution") adopted by
the Members of the Corporation on December 18, 1995 (the "1996 Series A Bonds"); 1997 Series A,
- issued pursuant to a Sixth Supplemental Resolution adopted by the Members of the Corporation on May
22, 1997 (the "1997 Series A Bonds"); 1997 Series B, issued pursuant to a Seventh Supplemental
Resolution adopted by the Members of the Corporation on May 22, 1997 (the "1997 Series B Bonds");
and 1997 Series C, issued pursuant to an Eighth Supplemental Resolution adopted by the members of the
Corporation on September 30, 1997 (the "1997 Series C Bonds"). As of February 1, 1998, the aggregate
outstanding principal balance of Bonds Outstanding was $433,775,000.

Under the General Resolution, the Corporation may issue Bonds to finance any corporate purpose
for which bonds may be issued under the Act or any other applicable law hereafter enacted. The
activities of the Corporation undertaken pursuant to the General Resolution are hereinafter referred to as
the "Program."” Under the Program, to date, the Corporation has issued Bonds to finance Mortgage
Loans for privately owned multi-family rental housing for low and moderate income tenants. Multi-
family housing developments financeable by the Corporation under the Program are referred to herein
individually as a "Development” or a "Project” and collectively as the "Developments” or the "Projects. "
As of January 31, 1998, there were 81 Mortgage Loans relating to 81 Developments outstanding under
the Program. Subsequent to January 31, 1998, an additional six (6) Mortgage Loans relating to six (6)
Developments became outstanding under the Program. The Mortgage Loans may, but are not required
to, be secured by supplemental security including FHA Insurance provided by the Federal Housing
Administration ("FHA"), SONYMA Insurance provided by the State of New York Mortgage Agency
("SONYMA") or GNMA Securities guaranteed by the Government National Mortgage Association
("GNMA"). Developments financed with such Mortgage Loans also may, but are not required to, be
subsidized through various federal, state and local programs, including the Section 8, Section 236,
Participation Loan Program ("PLP") and Housing Development Grant ("HoDAG") programs, and the
Housing Assistance Corporation ("HAC"), all as defined and described herein under "THE PROGRAM, "
"Appendix E-1—Developments and Mortgage Loans Outstanding Under the Program" and
"Appendix F—Description of Supplemental Security, Subsidy and Mitchell-Lama Programs. "

The proceeds of the 1998 Series A Bonds are expected to be used to fund certain permanent
and/or construction Mortgage Loans (the "1998 Series A Mortgage Loans") for the proposed
Developments which are to be newly constructed or substantially rehabilitated rental or limited equity
cooperative housing developments (the "1998 Series A Developments"). The 1998 Series A
Developments shall also be subsidized through other monies of the Corporation. The 1998 Series A
Mortgage Loans will not be secured by supplemental security. See "PLAN OF FINANCING" and
"Appendix D—Developments and Mortgage Loans Expected to be Financed with the Proceeds of the
1998 Series A Bonds."

The ability of the Corporation to pay the principal or redemption price of and interest on the
Bonds, including the 1998 Series A Bonds, is dependent on the Revenues derived from the assets pledged
to secure the Bonds, including the Mortgage Loans. In cases in which Developments are beneficiaries
of state or federal subsidy programs, full and timely receipt of subsidy payments may be necessary for
full payment under the Mortgage Loans made on such Developments. In instances in which supplemental
security backs a Mortgage Loan, timely receipt of the proceeds of the supplemental security may be
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material to the Corporation’s ability to pay the principal or redemption price of and interest on the Bonds.

In the case of Mortgage Loans which are not secured by additional supplemental security or a subsidy
program, the Revenues derived from such Mortgage Loans are entirely dependent on the Mortgagor’s
ability to make payments under the Mortgage Loan. The Mortgagor’s ability to make payments required
under the Mortgage Loan is and will be affected by a variety of factors including the maintenance of a
sufficient level of occupancy, the level of operating expenses, sound management of a Development, the
ability to achieve and maintain rents to cover payments under the Mortgage Loan, and operating
expenses, taxes, utility rates and maintenance costs and changes in applicable laws and governmental
regulations. In addition, the continued feasibility of a Development may depend in part upon general
economic conditions and other factors in the surrounding area of a Development. See "THE
PROGRAM—Certain Factors Affecting the Mortgage Loans."

The 1998 Series A Bonds are subject to redemption at the times, at the prices, upon the conditions
and under the circumstances described under the caption "DESCRIPTION OF THE 1998 SERIES A
BONDS—Redemption Provisions."

Under the General Resolution, the Corporation is authorized to issue Bonds (which may be
secured on a parity with, or be subordinate in right of payment to, the Bonds which are not
Subordinate Bonds) to finance any of its corporate purposes for which bonds may be issued under
the Act, or any other applicable law now or hereafter enacted, including but not limited to financing
mortgage loans. No such additional Bonds may be issued under the General Resolution unless
certain conditions set forth therein are met, including confirmation of the then existing ratings on
the Outstanding Bonds (other than Subordinate Bonds) by each of the Rating Agencies then rating
such Bonds.

Under the General Resolution, the payment of the principal or redemption or purchase price
of and interest on all such additional Bonds may, but is not required to, be secured by a letter of
credit, financial guaranty or other credit or liquidity enhancement. In addition, if Mortgage Loans
are to be financed by any such additional Bonds and pledged to secure the Bonds, stch Mortgage
Loans need not create a first lien on such Projects and such Mortgage Loans or the Projects
financed thereby may, but are not required to, be subject to supplemental security insuring or
securing against Mortgage Loan default losses. Such supplemental security, if any, may be in the
form of, among other things, insurance, a letter of credit, a surety bond or an escrow deposit. In
addition, such insurance or guaranty may be obtained pursuant to one or more programs of the
federal government or state or local agencies.

The General Resolution does not require that the Corporation pledge its interests in the
assets financed with the proceeds of additional Bonds, or the revenues derived therefrom, to secure
the Bonds. Moreover, the Corporation may withdraw Mortgage Loans and surplus revenues from
the pledge and lien of the General Resolution upon the filing with the Trustee of a Cash Flow
Statement as more fully described under the caption "SECURITY FOR THE BONDS—Cash Flow
Statements and Cash Flow Certificates." :

The 1998 Series A Bonds are not a debt of the State of New York or The City of New York
and neither the State nor the City shall be liable thereon, nor shall the 1998 Series A Bonds be
payable out of any funds other than those of the Corporation pledged therefor. The Corporation
has no taxing power.

Descriptions of the Corporation, the Program, the 1998 Series A Bonds and sources of payment
therefor and the Resolutions are included in this Private Placement Memorandum. All summaries or
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descriptions herein of documents and agreements are qualified in their entirety by reference to such
documents and agreements and all summaries herein of the 1998 Series A Bonds are qualified in their
entirety by reference to the Resolutions and the provisions with respect thereto included in the aforesaid
documents and agreements. The Corporation has covenanted in the General Resolution to provide a copy
of each annual report of the Corporation (and certain special reports, if any) and any Accountant’s
Certificate relating thereto to the Trustee and to each Bond owner who shall have filed such owner’s name
and address with the Corporation for such purposes. Summaries of the FHA Insurance, GNMA
Mortgage-Backed Securities, SONYMA Insurance, Section 8, Section 236, PLP, HoDAG and Mitchell-
Lama programs, and HAC are qualified in their entirety by reference to any statutes, regulations or
agreements mentioned in such summaries. See Appendix F hereto.

THE CORPORATION

Organization and Membership

The Corporation, pursuant to the Act, consists of the Commissioner of The City of New York
Department of Housing Preservation and Development ("HPD") (who is designated as Chairperson of
the Corporation pursuant to the Act), the Commissioner of Finance of The City of New York (the "City™)
and the Director of Management and Budget of the City (such officials to serve ex-officio), and four
public members, two appointed by the Mayor of the City and two appointed by the Governor of the State
of New York. The Act provides that the powers of the Corporation shall be vested in and exercised by
not less than four members. The Corporation may delegate to one or more of its members, officers,
agents or employees such powers and duties as it deems proper. .

Members

RICHARD T. ROBERTS, Chairperson and Member ex-officio. Mr. Roberts was appointed
Commissioner of HPD effective March 3, 1997. Mr. Roberts also serves as Chairperson and
President of the Corporation. He most recently served as Vice President of Government and
Community Relations at the Mount Sinai Medical Center. Prior to that, Mr. Roberts was an
Assistant to the Mayor of the City from 1994 to 1995. From January 1993 to 1994, Mr. Roberts
served as Vice President of The Edison Project, a private enterprise which manages public
schools. Mr. Roberts started his career in 1989 as an associate at the law firm of Davis Polk &
Wardwell. Mr. Roberts is a graduate of Yale University and Yale Law School and is a member
of the New York Bar. He also serves as a trustee of the Brooklyn Children’s Museum.

BILL GREEN, Vice Chairperson and Member, serving pursuant to law. Mr. Green has served as a
Board member of The Housing Partnership Development Corporation since 1993. Mr. Green
has also served as a Board member of the General American Investors Company, a New York
Stock Exchange listed closed-end investment company, since January 1993. Previously, he
represented New .York’s 15th Congressional District in the U.S. House of Representatives for
eight terms, from February 14, 1978 to January 1993. From 1981 to 1992, he served on the
House Appropriations Committee and was the Ranking Republican Member of its Veterans -
Affairs, Housing and Urban Development, and Independent Agencies Subcommittee. Mr. Green
co-chaired the National Commission on Severely Distressed Public Housing from 1991 to 1992.
Prior to his election to the Congress, from 1970 to 1977, he was the Regional Administrator of
the U.S. Department of Housing and Urban Development for the federal region which included
New York, New Jersey, Puerto Rico and the Virgin Islands. Before that Mr. Green was a
member of the New York State Assembly from 1965 to 1968. From 1961 to 1964, he served
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Purposes and Powers of the Corporation

The Corporation is a corporate governmental agency constituting a public benefit corporation of
the State, created for the purposes of providing, and encouraging the investment of private capital in, safe
and sanitary dwelling accommodations in the City of New York for families and persons of low income,
which include families and persons whose need for housing accommodations cannot be provided by the
ordinary operations of private enterprise, through the provision of low interest mortgage loans. Powers
granted the Corporation under the Act include the power to issue bonds, notes and other obligations to
obtain funds to carry out its corporate purposes, and to refund the same; to acquire, hold and dispose of
real and personal property; to make mortgage loans and unsecured loans to specified private entities; to
purchase loans from lending institutions; to make loans insured or co-insured by the federal government
for new construction and rehabilitation of multiple dwellings; to make and to contract for the making of
loans for the purpose of financing the acquisition, construction or rehabilitation of multi-family housing
accommodations; to acquire and to contract to acquire any federally-guaranteed security evidencing

.indebtedness on a mortgage securing a loan; to acquire mortgages from the City, obtain federal insurance

thereon and either sell such insured mortgages or issue its obligations secured by said insured mortgages
and to pay the net proceeds of such sale of mortgages or issuance of obligations to the City; and to do
any and all things necessary or convenient to carry out its purposes. The Act further provides that the
Corporation and its corporate existence shall continue at least so long as its bonds, including the Bonds,
notes, or other obligations are outstanding.

The sale of the 1998 Series A Bonds and the terms of such sale are subject to the approval of the
Comptroller of the City. The Corporation is a "covered organization" as such term is defined in the New
York State Financial Emergency Act for The City of New York, as amended, and the issuance of the
1998 Series A Bonds is subject to the review of the New York State Financial Control Board for The City
of New York.

The Corporation’s audited financial statements for the fiscal year ended October. 31, 1997 are
described, in part, under "THE PROGRAM—Summary of Program Assets and Revenues." For a
description of the other activities of the Corporation, see "Appendix C—Other Activities of the
Corporation."

PLAN OF FINANCING
General
Upon the issuance of the 1998 Series A Bonds, all of the proceeds of such Bonds will be initially
deposited in the Bond Proceeds Account. Such proceeds will be used by the Corporation to make each

of the 1998 Series A Mortgage Loans by making or acquiring a construction loan for the applicable
Development (see "1998 Series A Mortgage Loans" below).



Estimated Sources and Uses of Funds

The estimated sources and uses of funds (exclusive of accrued interest) with respect to the 1998
Series A Bonds are expected to be approximately as follows:

- SOURCES
Principal Amount of Bonds $57,800,000
Other Available Monies of the Corporation 2.777.550
TOTAL SOURCES - $60,577,550
. USES _
Deposit to Bond Proceeds Account $57,800,000
Debt Service Reserve Account | 2,397,140
Costs of Issuance 380.410
TOTAL USES $60,577,550

1998 Series A Mortgage Loans

In connection with the issuance of the 1998 Series A Bonds, it is anticipated that the 1998 Series
- A Mortgage Loans will be funded, all as described below:

It is anticipated that the proceeds of the 1998 Series A Bonds will be utilized to make the 1998
Series A Mortgage Loans for the 1998 Series A Developments pursuant to a recently announced program
of the Corporation designed to spur the creation of affordable housing in the City of New York for a
range of low, moderate and middle income households (the "New Housing Opportunities Program").
Each owner of a 1998 Series A Development is also expected to receive subordinate construction and/or
permanent financing at a nominal interest rate in an amount not to exceed $20,000 per apartment from
other monies of the Corporation. The subordinate loans are not expected to be pledged as security for
the 1998 Series A Bonds.

Under the New Housing Opportunities Program, each Mortgagor will be required to rent, or sell,
in the case of limited equity cooperatives, units in its 1998 Series A Development to households meeting
certain income guidelines established by the Corporation. Specifically, no unit may be rented or sold to
a household whose annual income exceeds eight times the annual rent or carrying charge, except that for
a household of one or two persons the maximum annual income limit will be seven times the annual rent
or carrying charge. However, in no event, may the income of a household exceed 250% of the New
York City median annual income. Each Mortgagor of a 1998 Series A Mortgage Loan will be required
to verify the incomes of eligible tenants or cooperators at initial occupancy of each unit in the applicable
1998 Series A Development and upon rerental or resale of each such unit. Each 1998 Series A
Development will be subject to such income limitations for at least twenty years from initial occupancy,
or for as long as the applicable 1998 Series A Mortgage Loan is outstanding, whichever period is longer.



Certain of the Mortgagors of the 1998 Series A Mortgage Loans are expected to execute a
commitment (the "HDC Commitment") from the Corporation in which the Corporation will agree to
provide a 1998 Series A Mortgage Loan both during construction and on a permanent basis. The HDC
Commitment will require such Mortgagor to obtain a letter of credit from a bank acceptable to the
Corporation as a condition to the Corporation providing a 1998 Series A Mortgage Loan during
construction; said letter of credit need not meet the requirements under the Resolution for a Credit
Facility. Any such letter of credit may be drawn upon by the Corporation, if the applicable Mortgagor
fails to make the required payments of interest and principal on the applicable 1998 Series A Mortgage
Loan. Such letters of credit are not pledged to the owners of the 1998 Series A Bonds; however, any
payments received by the Corporation from the letter of credit providers pursuant to such letters of credit
will be pledged for the benefit of the owners of the 1998 Series A Bonds. Upon receipt of payments
equal to the outstanding principal balance of a 1998 Series A Mortgage Loan plus the lesser of (i) accrued
interest or (ii) the maximum amount available with respect to accrued interest, such 1998 Series A
Mortgage Loan will be immediately assigned to the letter of credit provider and no longer be pledged for
the benefit of the owners of the 1998 Series A Bonds. Following the completion of construction and the
-attainment of specified minimum rental achievement and occupancy levels, among other conditions, the
Corporation will release such letter of credit. Until the letter of credit is released, the bank issuing the
letter of credit will service the applicable 1998 Series A Mortgage Loan.

Certain other of the Mortgagors of the 1998 Series A Mortgage Loans are expected to execute
a commitment for a construction loan from a construction lender ("Construction Loan Commitment ") and
a separate HDC Commitment from the Corporation in which the Corporation will agree to provide a 1998
Series A Mortgage Loan only on a permanent basis following construction.

Notwithstanding the foregoing, no assurance can be given that the Mortgagors of the 1998 Series
A Mortgage Loans will enter into either an HDC Commitment or a Construction Loan Commitment, or
that the related construction and/or permanent loan will be made.

The ability of each Mortgagor to qualify for a permanent and/or construction 1998 Series A
Mortgage Loan is subject to satisfaction of, among other things, the conditions of the HDC Commitment
and, if applicable, the Construction Loan Commitment, the provision by the Mortgagor of the equity
required by the HDC Commitment, the satisfactory completion of construction within a certain time
schedule and construction budget, the issuance of a certificate of occupancy, and the achievement of the
required minimum rent and occupancy levels. No assurances can be given that such 1998 Series A
Mortgage Loans will be made or, if made, will be in the amounts presently contemplated by the
Corporation (see "DESCRIPTION OF THE 1998 SERIES A BONDS—Redemption Provisions—Special
Redemption from Unexpended 1998 Series A Bond Proceeds and "Appendix D—Developments and
Mortgage Loans Expected to be Financed with the Proceeds of the 1998 Series A Bonds"). Additionally,
the Corporation may substitute other Developments for those described in Appendix D hereto.

Each of the 1998 Series A Mortgage Loans will be evidenced by a mortgage note payable to the
Corporation and secured by a first mortgage lien on a 1998 Series A Development. The 1998 Series A
Mortgage Loans are not expected to be secured by supplemental security such as FHA Insurance,
SONYMA Insurance, GNMA Securities or mortgage insurance from the New York City Residential
Mortgage Insurance Corporation ("REMIC"), a subsidiary of the Corporation (see "THE
PROGRAM—Certain Factors Affecting the Mortgage Loans—New York Foreclosure Procedures and
Bankruptcy—New York Foreclosure Procedures" and "SUMMARY OF CERTAIN PROVISIONS OF
THE GENERAL RESOLUTION—Covenants with Respect to the Mortgage Loans"). However, the
Corporation may seek partial mortgage insurance from SONYMA or REMIC for certain of the 1998



Series A Mortgage Loans which, if obtained, would be effective subsequent to completion of construction
and rent-up of the applicable 1998 Series A Development.

For additional information on the 1998 Series A Mortgage Loans and the 1998 Series A
Developments, see Appendix D hereto.

THE PROGRAM
General

Under the Program, the Corporation may issue Bonds to finance any corporate purpose for which
bonds may be issued under the Act or any other applicable law now or hereafter enacted. The 1998
Series A Bonds are being issued to fund permanent and/or construction Mortgage Loans for certain newly
constructed or substantially rehabilitated Developments which will be subsidized from other monies of
. the Corporation.

As of January 31, 1998, the aggregate outstanding principal balance of Mortgage Loans financed
under the Program was $503,308,630. The Mortgage Loans financed 81 Developments located
throughout the City and that contain 15,406 multi-family rental housing units. All but seventeen (17) of
the Developments have been in operation since at least April 1993. As of January 31, 1998,
Developments representing approximately 93% of the aggregate outstanding principal balance of
Mortgage Loans were at least 95% occupied and all but four (4) of the Developments were at least 90%
occupied. All of the Mortgagors for the Developments are current in making scheduled payments under
their respective Mortgage Loans. There have been no material monetary defaults on any of the Mortgage
Loans other than temporary financial difficulties with respect to certain Developments during rent-up
which occurred during the 1970’s and have since been cured. For additional information on the
Mortgage Loans and the Developments, see Appendix E-1 hereto.

All of the outstanding Mortgage Loans under the Program are secured by first mortgage liens on
their respective Developments. As further security, all but twenty-five (25) of such Mortgage Loans,
which twenty-five (25) Mortgage Loans have an aggregate outstanding principal balance of $231,879,349,
are subject to supplemental security insuring or securing against Mortgage Loan default losses. Such
supplemental security includes FHA Insurance issued by FHA pursuant to the provisions of Section 220,
221(d)(3) or 221(d)(4) of the National Housing Act, GNMA Securities, and SONYMA Insurance issued
pursuant to Article 8, Title 17 Part II of the New York State Public Authorities Law by SONYMA. In
addition, all of the Mortgage Loans outstanding under the Program are a beneficiary of a federal, state
or local subsidy program, including Section 8, Section 236, PLP and HoDAG programs, and HAC, with
the exception of three (3) Mortgage Loans which have an aggregate outstanding principal balance of
$111,429,789. Each supplemental security and subsidy program is implemented under different federal,
state or local statutes and is subject to its own rules and guidelines. The Developments subsidized
through the Section 236 program (the "Section 236 Developments"), and the Developments not secured
by supplemental security such as FHA Insurance, SONYMA Insurance or GNMA Mortgage-Backed
Securities and not subsidized through subsidy programs such as the Section 8, Section 236, PLP or
HoDAG programs, or HAC (the "Unsubsidized Developments") are regulated by HPD pursuant to the
Mitchell-Lama Law. For a detailed description, see "THE PROGRAM" and "Appendix F—Description
of Supplemental Security, Subsidy and Mitchell-Lama Programs."
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The table below summarizes Developments and Mortgage Loans outstanding under the Program as of January

31, 1998:
Summary of Developments and Mortgage Loans
Percentage of
Total
Outstanding Outstanding
Number of Principal Principal
Developments/ | Number of Balance of Balance of
Supplemental Subsidy Mortgage Dwelling Mortgage Mortgage
Security Program(s)" Loans " Units Loans™ Loans™
FHA 220 Section 8 15 1,567 $105,155,798 20.89%
FHA 221(d)(3) | Section 8 1 208 13,082,620 2.60%
FHA 221(d)(4) | Section 8 18 1,867 87,956,791 17.48%
Section 8 Moderate _
FHA 221(d)(4) | Rehabilitation 1 270 9,002,695 1.79%
Section 8 Moderate
FHA 221(d)(4) | Rehabilitation/PLP 1 66 1,147,615 0.23%
FHA 221(d)4) | PLP 2 1,056 10,256,632 2.04%
FHA 221(d)(4) | HoDAG 1 58 1,642,290 0.33%
FHA 221(d)(4) | HoDAG/PLP 6 410 7,638,164 1.52%
Section 8 Moderate
SONYMA Rehabilitation/PLP 1 48 457,065 0.09%
SONYMA PLP 6 1,470 9,450,284 1.88%
GNMA HAC 4 364 25,639,327 5.09%
None PLP™ 19 934 9,371,469 1.86%
None Section 236 3 3,461 111,078,091 22.07%
None None 3 3,627 111,429,789 22.14%
TOTAL 81 15,406 $503,308,630 100.00%

Unless otherwise noted, Section 8 refers to the Section 8 New Construction/Substantial Rehabilitation Program.

May not add due to rounding.

Subsequent to January 31, 1998, six (6) Developments consisting of 366 dwelling units with an aggregate outstanding
mortgage balance of $11,222,196 were financed from 1997 Series B and 1997 Series C Bond proceeds.
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In addition to the completed Developments described above, the Corporation expects to use the
proceeds of the 1997 Series B Bonds currently on deposit in the amount of $11,637,000 to finance seven
(7) permanent Mortgage Loans to seven (7) Developments containing 233 multi-famil y rental units within
the next eighteen (18) months. These Developments are being substantially rehabilitated under the PLP
program. In addition, the Corporation expects to use the remaining proceeds of the 1997 Series C Bonds
on deposit as of May 15, 1998 in the amount of $19,619,335, together with its own funds, to finance
twenty-nine (29) permanent Mortgage Loans to twenty-nine (29) Developments containing 1,856 multi-
family rental units within the next two years. The Mortgage Loans expected to be financed with the
proceeds of the 1997 Series B Bonds and the 1997 Series C Bonds will not be subject to supplemental
security. See "Appendix E-2—Developments and Mortgage Loans Expected to be Financed with the
Proceeds of the 1997 Series B Bonds and the 1997 Series C Bonds" for a description of the Developments
to be financed with the 1997 Series B Bonds and the 1997 Series C Bonds. .

The General Resolution provides for the issuance of additional Bonds to be used for financing

any corporate purpose including the financing of Mortgage Loans and Developments which are neither

.subject to supplemental security nor subsidized. Furthermore, the General Resolution does not require

Mortgage Loans to be secured by first mortgage liens on their respective Developments. Moreover, the

Corporation may withdraw Mortgage Loans and surplus revenues from the pledge and lien of the General

Resolution upon the filing with the Trustee of a Cash Flow Statement or Cash Flow Certificate. See
"SECURITY FOR THE BONDS—Cash Flow Statements and Cash Flow Certificates."

All of the Mortgage Loans are serviced by the Corporation except for the Mortgage Loans
financed through the acquisition of GNMA Securities which are serviced by the applicable Mortgage
Banker. With respect to Mortgage Loans serviced by the Corporation and not regulated by HPD, an
escrow account for the payment of taxes, hazard insurance and mortgage insurance, if any, is maintained
by the Corporation for each Development and is funded from the monthly revenues of each such
Development. FHA and GNMA regulations impose similar obligations on the Mortgage Banker in
connection with the Mortgage Loans financed through the acquisition of GNMA Securities. However,
with respect to Mortgage Loans regulated by HPD pursuant to the Mitchell-Lama Law, there is no such
escrow requirement. With respect to Mortgage Loans serviced by the Corporation and not regulated by
HPD, each Mortgagor is also required to maintain a reserve fund for replacements with the Corporation.
These reserve funds for replacements are funded from the monthly revenues of their respective
Development. With respect to Mortgage Loans regulated by HPD pursuant to the Mitchell-Lama Law,
each Mortgagor is required to maintain a reserve fund for replacements. All of the Developments are
subject to certain regulatory requirements. Most of the Developments are subject to such regulatory
requirements contained in agreements between the Mortgagor, HUD and/or the Corporation. The
agreements, among other things, regulate the use of revenues, specify standards and provisions for the
management, maintenance and occupancy of the Development, establish and regulate certain reserve
funds, and establish dates for financial reporting. However, with respect to Mortgage Loans regulated
by HPD pursuant to the Mitchell-Lama Law, there are no such regulatory agreements between the
Mortgagor, HPD and/or the Corporation. Notwithstanding this, the Mortgagors of such Mortgage Loans
must comply with the Mitchell-Lama Law as well as certain rules and regulations of HPD. In general,
the applicable reserves at the Developments serviced by the Corporation were funded at the required
levels. Financial statements for each Development are required to be furnished to the Corporation
annually.

The Corporation conducts an annual site review of each Development to monitor its physical
condition. During this review, the Corporation undertakes various procedures to monitor the exterior
and interior physical condition of the Developments. The Corporation’s inspection ratings for the
Developments include four rating levels: superior, satisfactory, below average and unsatisfactory. As
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of January 31, 1998, the physical condition of the inspected Developments based upon the aggregate
outstanding principal balance of Mortgage Loans was approximately 3% superior, 85% satisfactory, 12%
below average and 0% unsatisfactory. The Corporation’s annual inspection reviews include
recommendations for curing deficiencies. The Corporation monitors those Developments which receive
below average and unsatisfactory ratings in order to determine whether the curative work has been
undertaken and completed within a prescribed time frame. In order to cure deficiencies and thus improve
the ratings of such Developments, the Corporation may advise the Mortgagor to request a drawdown on
its respective reserve fund for replacements. If the reserves are not sufficient to cover the work required
to improve a Development’s rating or if the Corporation has determined that the low rating is due to
Mortgagor neglect, the Corporation will meet with the Mortgagor to discuss corrective actions in all
review reporting areas which include management practices, financial operations, vouchering procedures,
as well as physical condition. For additional information concerning the Mortgage Loans and the
Developments, their respective physical inspection ratings and the Corporation’s inspection procedures,
see Appendix E-1 hereto and "Appendix E-4—Mortgage Loan Physical Inspection Ratings." In addition,
the Corporation conducts an annual review of the inspected Developments to monitor their financial
-condition and the Section 8 Developments (hereinafter defined) to monitor their financial management
controls.

Any Development subsidized through the Section 8 program which receives an unsatisfactory
physical condition rating by the Corporation may have its subsidy payments reduced, suspended or
terminated. In the event such payments were reduced, suspended or terminated in respect of a
Mortgage Loan secured by a Section 8 contract, such reduced, suspended or terminated payments
would not be available to pay debt service on such Mortgage Loan, which could result in a default
on such Mortgage Loan. All such Mortgage Loans currently pledged under the General Resolution are
the beneficiary of supplemental security in the form of FHA Insurance except for one such Mortgage
Loan which is the beneficiary of supplemental security in the form of SONYMA Insurance.

Notwithstanding any insurance coverage required by FHA (see "Appendix F—Description of
Supplemental Security, Subsidy and Mitchell-Lama Programs—The FHA Insurance Program—General")
or SONYMA, with respect to the Mortgage Loans the Corporation services, the Corporation requires
property, liability, boiler and machinery, and fidelity insurance. Property insurance must cover at least
the outstanding Mortgage Loan amount and lost rental value of at least one year’s rental income at the
Development. Currently, all such Developments are in compliance with the Corporation’s insurance
requirements,

The following sections include a description of the Bonds outstanding under the Program and a
summary of Program assets and revenues. Brief descriptions of FHA Mortgage Insurance, Mortgage
Loans not subject to supplemental security, the Section 8, Section 236 and Mitchell-Lama programs, and
certain factors affecting the Mortgage Loans are also included herein. More detailed descriptions of FHA
Mortgage Insurance, the Section 8 and Section 236 programs and each of the other supplemental security
programs and subsidy programs currently being utilized under the Program as well as the Mitchell-Lama
program may be found in Appendix F hereto.
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Bonds Outstanding Under the Program

As of January 31, 1998, the following series of Bonds were Outstanding under the Program:

Original Outstanding
Series Par Amount Par Amount
1993 Series A $ 15,020,000 $ 14,270,000
1993 Series B 114,980,000 108,660,000
1994 Series A 6,500,000 6,160,000
1995 Series A 49,635,000 42,015,000
1996 Series A 217,310,000 207,525,000
1997 Series A 12,215,000 12,095,000
1997 Series B 13,050,000 13,050,000
1997 Series C 30,000,000 30,000,000

TOTAL $458.710,000 $433.775,000

Summary of Program Assets and Revenues

The audited financial statements of the Corporation for the fiscal year ended October 31, 1997
include supplemental information related to the Program (referred to therein as the "Housing Revenue
Bond Program") which is specifically set forth in Schedule 1 to the audited financial statements and
referenced in the independent auditor’s report related thereto. Schedule 1 is supplemental information
primarily related to the Program for the Corporation’s fiscal years ended October 31, 1996 and October
31, 1997. Said schedule includes (i) a balance sheet with assets, liabilities and fund balances substantially
related to the assets pledged under the General Resolution and (ii) a statement of revenues and expenses
substantially related to the revenues pledged under the General Resolution. However, this schedule also
includes some financial information unrelated to the assets and revenues pledged under the General
Resolution. In addition, this schedule does not include financial information regarding the 1998 Series
A Bonds or with respect to the Mortgage Loans expected to be financed by the proceeds of the 1998
Series A Bonds. See "PLAN OF FINANCING."

Schedule 1 contains a balance sheet which reflects fund balances of $157,433,000 for the fiscal
year ended October 31, 1997, an increase of 6% from the 1996 fiscal year. This schedule also reflects
an excess of revenues over expenses after operating transfers of $21,232,000 in the fiscal year ended
October 31, 1997, an increase of 31% from the 1996 fiscal year.

The Corporation may withdraw assets and surplus revenues from the pledge and lien of the
General Resolution upon the filing with the Trustee of a Cash Flow Statement or a Cash Flow Certificate
as more fully described under the caption "SECURITY FOR THE BONDS—Cash Flow Statements and
Cash Flow Certificates." Since the inception of the Program, the Corporation has made withdrawals of
surplus revenues. During the fiscal year ending October 31, 1997, the Corporation withdrew
$15,082,401 in surplus revenues and during the fiscal year ending October 31, 1996, the Corporation
withdrew $14,204,705 in surplus revenues. Subsequent to October 31, 1997 through January 31, 1998,
the Corporation withdrew $6,592,476 in surplus revenues.
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FHA Mortgage Insurance

Certain Mortgage Loans are insured under multi-family mortgage insurance programs
administered by HUD, acting through FHA, as established pursuant to Sections 220, 221(d)(3) and
221(d)(4) of Title II of the National Housing Act and the regulations thereunder (the "FHA Mortgage
Loans"). The Corporation, as an FHA-approved mortgagee for the FHA Mortgage Loans, is eligible to
receive FHA Insurance benefits in the event of a default under the FHA Mortgage Loans. FHA
regulations define a default under an FHA insured mortgage (including the note incorporated therein) as:
(1) a failure to make any payments due under such mortgage or (2) a failure to perform any other
mortgage covenant (which includes the failure of the Mortgagor to keep the Project in good repair and
covenants in the regulatory agreement executed in connection with such FHA insured mortgage) if the
mortgagee, because of such failure, has accelerated the debt. In the event that there is a default beyond
applicable notice and grace periods under the FHA regulatory agreement and FHA so requests, the
mortgagee, at its option, may declare the whole indebtedness due and payable. Furthermore, the FHA
regulations provide that upon notice of a violation of a mortgage covenant, FHA reserves the right to
‘require the mortgagee to accelerate payment of the outstanding principal in order to protect FHA's
interests. A mortgagee is entitled to receive the benefits of the mortgage insurance after the mortgagor
has defaulted and such default (as defined in the FHA regulations) has continued for a period of thirty
(30) days subject to certain requirements.

The Corporation has covenanted to take all steps reasonably necessary in its judgment to protect
its rights with respect to the FHA Mortgage Loans, which shall include notifying FHA of a default under
any FHA Mortgage Loan and otherwise complying with all applicable FHA Insurance procedures,
including the timely assignment of any FHA Mortgage Loan in default, so as to avoid any loss or
diminution of benefits receivable under the FHA Insurance program. The Corporation has further
covenanted to take any and all action necessary or desirable to ensure that all such benefits are paid to
the Corporation in cash. Following the occurrence of a default, the Corporation will, pursuant to the
applicable Supplemental Resolution, assign the defaulted FHA Mortgage Loan to FHA.

The FHA Insurance benefits received in the event of any claim under the FHA Insurance contract
will be subject to certain deductions. In addition, processing claims for FHA Insurance benefits involves
certain time delays. Deductions in addition to those described below, processing delays and the
procedures which must be followed in filing and perfecting a claim for FHA Insurance benefits are
described in Appendix F hereto under the caption "The FHA Insurance Program."

The Corporation is entitled to settlement of an FHA insurance claim in cash in an amount equal
to 99% of the amount of the principal balance of the defaulted FHA Mortgage Loan outstanding as of
the date of default, after adjustment for certain expenses and for deposits or assets held by the
Corporation for the benefit of the related Development and not assigned to FHA. FHA Insurance benefits
include the payment of interest at the FHA debenture rate on the amount of the insurance claim from the
date of default to the date the claim is paid (or such earlier date by which the mortgagee is required to
file the election to assign the mortgage or complete submissions as described below, if the mortgagee fails
to take such action on a timely basis). The interest rate on the FHA debentures is the rate in effect as
of the date of the commitment for FHA Insurance or as of the date of initial endorsement of the mortgage
note by FHA, whichever is higher. In the case of a monetary default, the date of default is deemed to
be the date on which payment on the FHA Mortgage Loans originally should have been received. Since
interest is paid one month in arrears on the FHA Mortgage Loans, the Corporation, in the event of a
claim for FHA Insurance benefits, will not be reimbursed for interest which has accrued in the previous
month and was due and payable on the date of default.
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Under FHA regulations, if the Corporation receives proceeds from any policy of casualty
insurance, it may not exercise its option under the mortgages related to the FHA Mortgage Loans to use
such proceeds for either rebuilding the Developments, prepaying the mortgage notes or for any other
disposition without FHA’s prior written approval. If FHA fails to give its approval to the use of the
insurance proceeds within 30 days after written request by the Corporation, the Corporation may use or
apply the funds for the purposes specified in such mortgages without prior FHA approval.

The failure to maintain adequate casualty insurance on a Development may result in the partial
or full loss of the FHA Insurance benefits in the event of damage to or destruction of such Development.
FHA Insurance benefits may also be lost for failure to pay required FHA mortgage insurance premiums
or failure to provide FHA with required notices. FHA Insurance benefits may also be denied if
fraudulent statements were made to FHA by the Corporation or by the Mortgagor with the knowledge
of the Corporation.

_ For additional information regarding the FHA Insurance program, see Appendix F hereto under
the caption "The FHA Insurance Program."

Mortgage Loans Not Subject to Supplemental Security

Twenty-five (25) Mortgage Loans under the Program, with an aggregate outstanding Mortgage
Loan balance of $231,879,349, are not secured by supplemental security such as FHA Insurance,
SONYMA Insurance or GNMA Securities as of January 31, 1998. In addition, the nine (9) Mortgage
Loans expected to be partially financed with the proceeds of the 1998 Series A Bonds, the thirty (30)
Mortgage Loans expected to be partially financed with the remaining proceeds of the 1997 Series C
Bonds and the eight (8) Mortgage Loans expected to be financed with the proceeds of the 1997 Series
B Bonds, which Mortgage Loans are expected to be in an aggregate amount of $95,501,982, will not be
secured by such supplemental security. Each of such Mortgage Loans is evidenced by a mortgage note
to the Corporation and secured by a first mortgage lien on a Development. In the event of a default on
such Mortgage Loans, such mortgage liens would likely be the sole security for repayment of such
Mortgage Loans (see "Certain Factors Affecting the Mortgage Loans—New York Foreclosure Procedures
and Bankruptcy—New York Foreclosure Procedures" below).

As of January 31, 1998, four (4) Developments under the Program had Mortgage Loans with
individual outstanding mortgage balances exceeding 5% of the aggregate outstanding principal balance
of all Mortgage Loans financed under the Program (see Appendix E-1 hereto). Two of these
Developments, Ruppert/Yorkville and Waterside, are not secured by supplemental security such as FHA
Insurance, SONYMA Insurance or GNMA Mortgage-Backed Securities, and are not subsidized through
subsidy programs such as the Section 8, Section 236, PLP or HoDAG programs, or HAC. The
Mortgage Loans for the other two Developments, Linden Plaza and Washington Plaza/Independence
Plaza, are subsidized through the Section 236 program (see "The Section 236 Program" below, and
Appendix E-1 and Appendix F hereto). With respect to Waterside, the Mortgage is a leasehold mortgage
on City-owned property. HPD is the supervising agency of the Linden Plaza, Washington
Plaza/Independence Plaza, Ruppert/Yorkville and Waterside Developments, which are regulated pursuant
to the Mitchell-Lama Law. See Appendix E-1 and Appendix F hereto.

The Section 8 Program

With respect to certain Developments, the Corporation or HPD, as the administrator under the
HAP Contract (the "Administrator") and the Mortgagor have entered into a HAP Contract approved by
HUD pursuant to which the Mortgagor receives subsidy payments on behalf of low income tenants under
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the housing assistance payments program authorized by Section 8 of the 1937 Housing Act (the "Section
8 Developments"). The housing assistance payments are project-based, i.e. such payments remain
available for each Section 8 Development so long as the owner is in compliance with the HAP Contract.
Generally, this project-based variant of the Section 8 program is no longer funded by HUD for new
developments, although subsidies continue as required by contract for the Section 8 Developments.

The Section 8 program is administered by HUD and authorizes subsidy payments to the owners
of qualified housing for the benefit of lower income families (defined generally as families whose incomes
do not exceed 80% of the median income for the area as determined by HUD) and very low income
families (defined generally as families whose incomes do not exceed 50% of the median income for the
area as defined by HUD). The housing assistance payments generally represent the difference between
the "contract rents” on all eligible units in a development, as approved by HUD from time to time, and
the eligible tenant’s contribution, which is generally 30% of such tenant’s income as adjusted for family
size, income and expenses. The housing assistance payments made by HUD, together with any tenants’
rental payments, are available to the owner to pay debt service on the mortgage for the development,
operating costs for such development, and except in the case of owners organized as nonprofit entities,
a return on the owner’s initial equity in the development.

The HAP Contracts for all but one of the Section 8 Developments expire prior to the respective
maturity dates of the related Mortgage Loans which are in each case FHA insured. Since payments
received under the HAP Contracts constitute a primary source of revenues for the related Developments,
the expiration of the HAP Contracts (without renewal or replacement) would have a material adverse
impact on the ability of the related Developments to generate revenues sufficient to pay the principal of
and interest on the related Mortgage Loans. There can be no assurance that the HAP Contracts will be
renewed or replaced and HUD has repeatedly stated its intention not to provide long-term renewals of
HAP Contracts. Legislation has recently been enacted that will make fundamental changes with respect
to the renewal of Section 8 contracts. See "Certain Factors Affecting the Mortgage Loans—Section 8
Legislation" below. In the event of the expiration of one or more of the HAP Contracts (without renewal
or replacement), there is a likelihood of a default on one or more of the related FHA Mortgage Loans
and the assignment of such FHA Mortgage Loan(s) by the Corporation to FHA for FHA Insurance
benefits. Upon receipt of such FHA Insurance benefits, the Corporation may elect to redeem an allocable
portion of the Bonds. See "Certain Factors Affecting the Mortgage Loans" below. See Appendix E-1
hereto for the date of expiration of the HAP Contracts.

The Corporation is the Administrator under all but three of the HAP Contracts for the Section 8
Developments; HPD is the Administrator for the remaining three Developments subsidized under the
Section 8 moderate rehabilitation program. If HUD determines that the Administrator has failed to fulfill
its obligations under the Section 8 program, HUD may, after notice to the Administrator giving it a
reasonable opportunity to take corrective action, require that the Administrator assign to it all rights under
the HAP Contract. The Corporation has, to date, never been notified by HUD that it has failed to fulfill
its obligations with respect to any of the Developments.

For additional information regarding the Section 8 program, see "Certain Factors Affecting the

Mortgage Loans—Section 8 Legislation" below and Appendix F hereto under the caption "The Section 8
Program."
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The Section 236 Program

Pursuant to Section 236(b) of the National Housing Act ("Section 236"), the Secretary of HUD
(the "Secretary") entered into interest reduction payment contracts ("Section 236 Contracts") to make
periodic interest reduction payments to the Corporation on behalf of the Mortgagors of the Section 236
Developments which were designed for occupancy by persons and families of low income. HUD’s
interest reduction subsidy payment share is in an amount equal to the difference between the monthly
payment for principal and interest which a Mortgagor is obligated to pay under its Mortgage Loan and
the monthly payment for principal and interest which a Mortgagor would be obligated to pay if its
Mortgage Loan were to bear interest at the rate of one per centum (1%) per annum. Under Section 236,
interest reduction payments (the "HUD Payments") with respect to a Section 236 Development shall be
made only during the period that such Development is operated as a rental or cooperative housing project.

HUD is obligated to make HUD Payments under a Section 236 Contract and may not terminate
or reduce HUD Payments under a Section 236 Contract, except under the circumstances described in
.Appendix F hereto under the caption "The Section 236 Program," including, but not limited to, certain
foreclosure actions instituted by the Corporation (see "Certain Factors Affecting the Mortgage
Loans—New York Foreclosure Procedures and Bankruptcy" below and "SUMMARY OF CERTAIN
PROVISIONS OF THE GENERAL RESOLUTION—Covenants with Respect to Mortgage Loans"). If
HUD Payments are terminated, the Secretary may reinstate them at his discretion pursuant to such
additional requirements as the Secretary may prescribe. A Section 236 Contract terminates upon payment
in full of the Mortgage Loan and may be terminated at the option of, and upon written notice from, the
Secretary after the expiration of one year from the date of the termination of HUD Payments, unless such
payments have been reinstated. In the event HUD were to terminate HUD Payments in respect of a
Mortgage Loan secured by a Section 236 Contract (a "Section 236 Mortgage Loan"), such
terminated HUD Payments would not be available to pay debt service on such Section 236 Mortgage
Loan, which could result in a default on such Mortgage Loan. The Section 236 Mortgage Loans
‘do not benefit from FHA Insurance.

Each Section 236 Contract provides that the Mortgagor shall pay monthly to HUD all rental
charges collected in excess of the basic rental charges for all occupied units ("Excess Income Payments").
Prior to the enactment of the Balanced Budget Downpayment Act II, Pub. L. 104-134 (the "Fiscal Year
1996 Appropriations Act") and HUD’s Fiscal Year 1997 Appropriations Act, Pub. L. 104-204 (the
"Fiscal Year 1997 Appropriations Act"), mortgagors were permitted to calculate the amount of Excess
Income Payments payable to HUD on a project-wide basis, which enabled mortgagors to use Excess
Income Payments to offset collection losses from nonpaying tenants. Based solely on a review of
information submitted to it by the Mortgagors of the Section 236 Developments, the Corporation believes
that such Mortgagors are current on the Excess Income Payments due to HUD. Pursuant to subsection
(g) of Section 236, as amended by the Fiscal Year 1996 Appropriations Act and the Fiscal Year 1997
Appropriations Act, Excess Income Payments must be remitted to HUD, subsequent to the
implementation date determined by HUD, on a unit-by-unit basis, thus precluding the ability of
mortgagors to use such Excess Income Payments to offset collection losses and potentially reducing the
income available to the projects. On February 26, 1998 HUD issued a notice implementing this standard,
and HUD has previously stated that it would implement strict enforcement actions against an owner of
a project who does not remit excess rental amounts (see Appendix F hereto under the caption "The
Section 236 Program—Excess Income").

As a result of this legislative change, all of the Mortgagors of the Section 236 Developments will

be required to remit a greater amount of Excess Income Payments to HUD. The Corporation has
determined, based solely on a review of information submitted to it by the Mortgagors of the Section 236
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Developments, that if subsection (g) of Section 236, as amended by the Fiscal Year 1996 Appropriations
Act and the Fiscal Year 1997 Appropriations Act had been effective in 1996, all of the Section 236
Developments would have experienced a reduction in income which could result in a rent increase in
order to cover their operating expenses and debt service on their related Section 236 Mortgage Loans.
No assurance can be given as to the impact of the revised Section 236(g) in the current or any future

Each Mortgagor has covenanted in the Section 236 Contract to limit admission to the subsidized
dwelling units in the Section 236 Development to those families whose incomes do not exceed the
applicable limits approved by the Corporation or the Secretary, with the exception of those tenants who
agree to pay fair market rent. The Secretary has the authority to terminate HUD Payments at any time
upon default by a Mortgagor under any of such covenants as well or upon any other default by a
Mortgagor or the Corporation under the terms and conditions of the Section 236 Contract.

Each Mortgagor covenanted in the applicable Section 236 Mortgage Loan documents not to
prepay such Mortgage Loan prior to 20 years from the date the Section 236 Development was occupied.
Each such Mortgage Loan permits the Mortgagor to prepay such Mortgage Loan at any time after such
date (see "Appendix E-3—Mortgage Loan Prepayment Provisions— Category 10"). Based on the Section
236 Developments’ certificates of occupancy, the period during which prepayment is prohibited under
the Section 236 Mortgage Loans has ended. Therefore, owners of projects assisted under Section 236
may prepay their mortgage loans, subject to compliance with certain tenant protection requirements and,
where applicable, the approval of the mortgagee. Any such prepayment could result in the special
redemption from Recoveries of Principal of Bonds (other than the 1998 Series A Bonds) at any time.

Each Section 236 Development was constructed and is operated as a limited-profit housing project
under the Mitchell-Lama Law. See "The Mitchell-Lama Program" below. For additional information
regarding the Section 236 program, see Appendix F hereto under the caption "The Section 236 Program."

The Mitchell-Lama Program

The Mitchell-Lama program was created to facilitate the construction and continued operation of
affordable moderate and middle income rental and cooperative housing in the State of New York. Many
of the Corporation’s projects, including the Section 236 Developments and the Unsubsidized
Developments, and projects financed under the Corporation’s Section 223(f) Refinancing Program (see
Section I(D) of "Appendix C—Other Activities of the Corporation"), are regulated under the Mitchell-
Lama program. Each rental project in the Mitchell-Lama program was constructed and is operated as
a limited-profit housing project in accordance with the Mitchell-Lama Law.

HPD has supervisory authority over the Developments in the Mitchell-Lama program. HPD
regulates such Developments’ rental procedures and tenant income limits. HPD oversees the renting of
vacant units including the establishment of waiting lists and the advertising process relating thereto. HPD
approves the admission of new tenants as well as the transfer of existing tenants to other units in a
regulated Development. HPD also verifies initial and annual income certifications submitted by tenants
to ensure that the tenant income requirements of the Mitchell-Lama program are maintained. Tenants
with incomes in excess of Mitchell-Lama program income requirements are required to pay rent
surcharges to such Development’s owners. HPD conducts a periodic physical inspection of the common
areas of the regulated Developments in order to assess property maintenance levels.
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The Act empowers the Corporation, and the General Resolution and the Fifth Supplemental
Resolution require the Corporation (whenever it shall find that the maximum rentals, which are charged
tenants of the dwellings in any regulated Development, in whole or in part, shall not be sufficient together
with all other income of the Mortgagor to meet within reasonable limits all necessary payments to be
made by the Mortgagor of all expenses, including fixed charges, sinking funds, reserves and dividends)
to request the Mortgagor to make application to HPD to vary such rentals so as to secure sufficient
income, and upon the Mortgagor’s failure to do so within thirty (30) days after the receipt of written
request from the Corporation, to request HPD to take action upon HPD’s own motion so to vary such
rental rate, and upon failure of HPD either upon application by the Mortgagor or upon its own motion
$0 to vary such rental rate within sixty (60) days after receipt of written request from the Corporation
to do so, to vary such rental rate by action of the Corporation. Any such rental increases in
Developments benefiting from the Section 236 program shall also be subject to the approval of HUD.
The Corporation has only taken such actions relating to rental increases with respect to one (1)
Development, which was done in 1978.

The Mitchell-Lama Law permits the Mortgagor to prepay the Mortgage Loan and the
Development to be released from HPD regulation after twenty years from the date of initial occupancy
if certain procedural steps are followed. Upon such prepayment, all real estate tax exemptions and
Section 236 program benefits, if applicable, would terminate. Each Mortgagor covenanted in the
applicable Mortgage Loan for each Unsubsidized Development not to prepay such Mortgage Loan prior
to 20 years from the date the Development was occupied; however, such Mortgage Loan permits the
Mortgagor to prepay such Mortgage Loan at any time after such date (see Appendix E-3 hereto under
the captions "Category 11" and "Category 12"). Based on the Unsubsidized Developments’ certificates
of occupancy, the period during which prepayment is prohibited under the Mortgage Loans for the
Unsubsidized Developments has ended. Any such prepayment could result in the special redemption from
Recoveries of Principal of Bonds (other than the 1998 Series A Bonds) at any time.

For additional information regarding the Mitchell-Lama program, see Appendix F hereto under
the caption "The Mitchell-Lama Program."

Certain Factors Affecting the Mortgage I.oans

Scheduled Payments of Principal and Interest. The ability of the Corporation to pay the principal
or redemption price of and interest on the Bonds is dependent on the Revenues derived from the assets

pledged to secure the Bonds, including the Mortgage Loans, and with respect to such Mortgage Loans,
the full and timely receipt of subsidy payments, if any, and the proceeds under the applicable
supplemental security program, if any, in the event of a default on a Mortgage Loan. The ability of each
Mortgagor to make the required payments under its Mortgage Loan is and will be affected by a variety
of factors, including the maintenance of a sufficient level of occupancy, the maintenance of the physical
condition of its Development, the level of operating expenses, sound management of its Development,
timely receipt of subsidy payments, as applicable, the ability to achieve and maintain rents sufficient to
cover payments under such Mortgage Loan and operating expenses (including taxes, utility rates and
maintenance costs), any changes in the amount of subsidy payments, if any, changes in applicable laws
and governmental regulations and the financial condition of the Mortgagor. In addition, the continued
feasibility of a Development may depend in part upon general economic conditions and other factors in
the surrounding area of a Development. Accordingly, in the event of the occurrence of substantial
increases in operating costs without corresponding increases in rent levels on a timely basis or substantial
reductions in occupancy or a reduction, loss or termination of subsidy payments, there may be a default
with regard to one or more of the Mortgage Loans. In the event of any such default, the Corporation
is required to apply for payment of proceeds under the applicable supplemental security program, if any,
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due with regard to any such Mortgage Loan. In the event of any such default where such Mortgage Loan
is not secured by supplemental security such as FHA Insurance, SONYMA Insurance or GNMA
Mortgage-Backed Securities, such mortgage lien would likely be the sole security for repayment of such
Mortgage Loan (see "New York Foreclosure Procedures and Bankruptcy—New York Foreclosure
Procedures” below and "SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL
RESOLUTION—Covenants with Respect to Mortgage Loans"). Such proceeds, when received, together
with other monies available under or pursuant to the General Resolution may be applied to redeem an
allocable portion of the Bonds; provided, however, that the only proceeds which may be applied to
redeem the 1998 Series A Bonds pursuant to a special redemption from Recoveries of Principal, are those
derived from the 1998 Series A Mortgage Loans. See "DESCRIPTION OF THE 1998 SERIES A
BONDS—Redemption Provisions—Special Redemption from Recoveries of Principal." For a discussion
of supplemental security, subsidy and Mitchell-Lama programs, see Appendix F hereto.

Prepayments of Principal. The Corporation may receive amounts relating to the principal of the
Mortgage Loans financed with the proceeds of the Bonds prior to the scheduled due date of such
principal. As of February 1, 1998, principal prepayments are permitted: (i) at the option of the
applicable Mortgagor with respect to thirty (30) Mortgage Loans with an aggregate outstanding principal
balance as of January 31, 1998 of $354,194,061 and (ii) at the option of the applicable Mortgagor with
the approval of FHA and/or the Corporation with respect to thirteen (13) Mortgage Loans with an
aggregate outstanding principal balance of as of January 31, 1998 of $55,138,067. Optional prepayments
of principal with respect to the remaining Mortgage Loans financed under the Program are not currently
permitted to be made by the applicable Mortgagor. In addition, all of the Mortgage Loans are subject
to prepayment of principal in whole or in part from proceeds of insurance or condemnation. Prepayments
of principal may be subject to other terms and conditions, including the payment of penalties and
premiums. There may be certain other restrictions outside the Mortgage Loan documents that limit the
ability of the applicable Mortgagor to prepay.

From time to time the Corporation has received inquiries or expressions of interest from
Mortgagors regarding the possible prepayment or refinancing of their respective Mortgage Loans. There
can be no assurance as to whether these or other Mortgagors will prepay or refinance their respective
Mortgage Loans. With respect to FHA insured Mortgage Loans that are subject to prepayment at the
option of the applicable Mortgagor, the Mortgagor may be able to prepay its Mortgage Loan through the
use of refinancing under Section 223(a)(7) of the National Housing Act, which authorizes the insurance
of mortgage loans to refinance FHA insured mortgage loans.

For a more detailed discussion of the prepayment terms and conditions for all of the outstanding
Mortgage Loans under the Program, see Appendix E-3 hereto which sets forth seventeen (17) categories
of prepayment provisions. The expected prepayment features of the 1998 Series A Mortgage Loans are
described in Category 17. Any prepayment premium or penalty described in Appendix E-3 hereto (except
for the premium described in Category 9) shall not constitute a Pledged Receipt or Recovery of Principal
and, in all events, the 1998 Series A Bond owners shall not be entitled to receive any premium or penalty
in connection with a redemption resulting from a prepayment of a Mortgage Loan.

Under the General Resolution, advance payments of amounts to become due pursuant to a
Mortgage Loan, including those made at the option of a Mortgagor, shall be deposited in the Redemption
Account. Unless specifically directed otherwise by written instructions of an Authorized Officer of the
Corporation and accompanied by ‘a Cash Flow Statement, any monies in the Redemption Account
resulting from such Recoveries of Principal shall be applied to the purchase or redemption of Bonds of
the Series issued to finance the Mortgage Loans which gave rise to the Recoveries of Principal.
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Notwithstanding the preceding paragraph, Recoveries of Principal are to be deposited in the
Redemption Account and used to purchase or redeem Bonds unless the Corporation files a Cash Flow
Statement with the Trustee, in which case the Corporation may deposit such Recoveries of Principal in
the Bond Proceeds Account or the Revenue Account in lieu of applying such monies to purchase or
redeem Bonds. See "SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION—
Bond Proceeds Account” and "—Revenue Account" with respect to the right of the Corporation to apply
prepayments of the Mortgage Loans for purposes other than the purchase or redemption of Bonds and
the right of the Corporation to withdraw surplus revenues in the Revenue Account from the pledge and
lien of the General Resolution. See also "DESCRIPTION OF THE 1998 SERIES A BONDS—
Redemption Provisions—Special Redemption from Recoveries of Principal."

Section 8 Legislation. In recent years there have been numerous proposals and pronouncements
from members of Congress, the Clinton Administration and HUD officials which address the future of
HUD and the various programs operating pursuant to Section 8 of the 1937 Housing Act. The primary
subject of these proposals and pronouncements have been projects, such as the Section 8 Developments,
.which have FHA insured mortgages with terms ranging from 30 to 40 years and which have Section 8
HAP Contracts with substantially shorter terms. Efforts to address this subject are often referred to,
generally and without specific import, as "Portfolio Reengineering” or "Mark to Market."

After a series of interim legislative acts and demonstration programs, a generally applicable Mark
to Market program was established by the "Multifamily Assisted Housing Reform and Affordability Act
of 1997" (the "1997 Act"), enacted as part of HUD’s Fiscal Year 1998 Appropriations Act, Pub. L. 105-
65. Under the new Mark to Market program, beginning in fiscal year 1999, many FHA-insured Section
8 projects with expiring HAP Contracts and above-market rents will be eligible for restructuring plans
and, upon restructuring, will receive continuing Section 8 assistance. These restructuring plans may
include partial prepayment of mortgage debt intended to reduce Section 8 rent levels to those of
comparable market rate properties or to the minimum level necessary to support proper operations and
maintenance, and in certain cases is designed to result in a change from "project-based" to "tenant-based"
Section 8 payments. The 1997 Act provides, however, that no restructuring or renewal of HAP Contracts
will occur if the owner of a project has engaged in material adverse financial or managerial actions with
respect to that project or other federally assisted projects, or if the poor condition of the project cannot
be remedied in a cost effective manner.

The 1997 Act contains distinct mortgage restructuring and HAP Contract renewal and contract
rent determination standards for Section 8 projects for which the primary financing or mortgage insurance
was provided by a state or local government, or a unit or instrumentality of such government. It is
premature at this time to attempt to predict how these particular provisions will be implemented and how
these provisions will affect the Section 8 Developments. Contract rents under any Mark to Market
legislation, including the 1997 Act, may be significantly lower than the current Section 8 contract rents
in the Section 8 Developments, and the corresponding reduction in housing assistance payments for such
Developments would materially adversely affect the ability of the Mortgagors of such Developments to
pay the currently scheduled principal and interest on the related Mortgage Loans. Any termination or
expiration of HAP Contracts without renewal or replacement with other project-based assistance (whether
due to enactment of additional legislation, material adverse financial or managerial actions by a
Mortgagor, poor condition of the project or other causes) would also have a material adverse impact on
the ability of the related Section 8 Developments to generate revenues sufficient to pay the currently
scheduled principal of and interest on the related Mortgage Loans.

A reduction in Section 8 contract rents or the termination or expiration of the HAP Contract
(without renewal or replacement with other project-based assistance), as described in the previous
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paragraphs, could thus result in a default under the Mortgage Loan for the Development and claims for
insurance benefits under the applicable FHA or SONYMA mortgage insurance program. All but one of
the Section 8 Developments are financed with FHA Mortgage Loans; the remaining Section 8
Development is financed with a Mortgage Loan insured by SONYMA. Nonetheless, if any or all of such
Mortgage Loans were to default, FHA and/or SONYMA insurance benefits received by the Corporation,
together with monies held in the Accounts under or pursuant to the General Resolution, including the
Debt Service Reserve Account, are expected to be sufficient to redeem, pursuant to a special redemption
from Recoveries of Principal, an allocable portion of the Bonds (other than the 1998 Series A Bonds) at
a Redemption Price equal to 100% of the principal amount thereof plus interest accrued to the date of
redemption in the event the Corporation is required or elects to redeem Bonds with such funds.
Moreover, in the event of such partial redemption, sufficient monies are expected to be available from
the remaining Mortgage Loans and the Debt Service Reserve Account (and earnings thereon) to continue
to make timely payments of scheduled principal of and interest on the remaining Outstanding Bonds. The
restructuring plans established by the 1997 Act referred to above, as a general matter, contemplate
restructuring FHA insured mortgage loans on certain Section 8 projects through a nondefault partial
prepayment of such loans. As noted above, it is premature at this time to attempt to predict whether the
‘Section 8 Developments will be subject to this form of restructuring under the 1997 Act. However, if
they were to be subject to nondefault partial prepayment or similar forgiveness or write-down of mortgage
debt, such restructuring of these Mortgage Loans could result in the special redemption from Recoveries
of Principal of an allocable portion of the Bonds (other than the 1998 Series A Bonds) at any time with
the proceeds the Corporation receives from any such partial prepayment, forgiveness or write-down. The
Corporation is not obligated to redeem any Bonds if it files written instructions to the Trustee,
accompanied by a Cash Flow Statement. See Appendix E-1 hereto for a description of the Mortgage
Loans and the expiration dates of the HAP Contracts. See also "SECURITY FOR THE BONDS—Cash
Flow Statements and Cash Flow Certificates."

On May 14, 1997, a bill passed the United States House of Representatives (H.R. 2) which, if
enacted into law, would repeal the 1937 Housing Act. The bill as passed by the House provides,
however, that notwithstanding this repeal any obligation of HUD made under authority of the 1937
Housing Act shall continue to be governed by such act (except that HUD may make a new obligation only
to protect the financial interests of the United States or for amendment, extension or renewal of existing
obligations) and that amounts appropriated under the 1937 Housing Act shall remain available for any
existing obligation in accordance with the terms under which they were made available. The Corporation
believes that, if enacted in its current form, H.R. 2 would not have a material adverse effect on the
Section 8 Developments. The Corporation cannot predict whether H.R. 2 will be enacted into law or,
if enacted, the extent to which it will remain in its current form.

New York Foreclosure Procedures and Bankruptcy. Below are descriptions of current foreclosure
procedures in New York State and current bankruptcy provisions for mortgage loans generally. Such
descriptions are relevant for Mortgage Loans under the Program not fully secured by supplemental
security.

New York Foreclosure Procedures. In order to recover the debt due on a defaulted
mortgage loan, the holder of the mortgage loan may either commence an action on the mortgage debt or
commence an action to foreclose the mortgage. New York law restricts the ability of the holder of a
mortgage loan to simultaneously bring an action to recover the mortgage debt and foreclose the mortgage.
For purposes of these restrictions, actions to recover the mortgage debt include actions against the party
primarily liable on the mortgage debt, actions against any guarantor of the mortgage debt and actions on
insurance policies insuring the mortgaged premises. If an election is made to commence an action to
foreclose the mortgage, no other action on the mortgage debt may be commenced to recover any part of
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the mortgage debt without leave of court. If an election is made to commence an action on the mortgage
debt, where final judgment has been rendered in such an action, an action may not be commenced to
foreclose the mortgage unless the sheriff has been issued an execution against the property of the
defendant, which has been returned wholly or partially unsatisfied. In addition, there is New York case
law indicating that if an action is commenced on the mortgage debt where final judgment has not been
rendered and a subsequent action is commenced to foreclose the mortgage, then the action on the
mortgage debt must be stayed or discontinued to prevent the mortgagee from pursuing both actions
simultaneously.

In addition to bringing an action to foreclose a mortgage, New York law provides the
alternative of foreclosure by advertisement. Foreclosure by advertisement is available only where the
mortgage grants the power to foreclose by advertisement, and, as is the case with foreclosure by action,
there are restrictions on the ability of the holder of the mortgage to simultaneously foreclose by
advertisement and bring an action on the debt secured by the mortgage. Although foreclosure by
advertisement is authorized by statute, it is currently not used in New York as a matter of practice
-because of, among other things, difficulties in complying with the statute’s technical requirements and
questions as to the constitutionality of the process.

Where a foreclosure action is brought, every person having an estate or interest in
possession or otherwise in the property whose interest is claimed to be subject and subordinate to the
mortgage must be made a party defendant to the action in order to have its interest in the property
extinguished. At least 20 days before a final judgment directing a sale is rendered, the mortgagee must
file, in the clerk’s office for the county where the mortgaged property is located, a notice of the pendency
of the action. Judicial foreclosure in New York is a lengthy process, as judicial intervention is required
at all stages, including but not limited to (1) the appointment of a referee to compute the amount due, (2)
the appointment of a receiver to operate the property during the pendency of the action, (3) the
confirmation of the referee’s oath and report, (4) the issuance of the judgment of foreclosure and sale,
(5) the confirmation of the sale and (6) the issuance of a deficiency judgment and/or rights to surplus
monies. If during the pendency of the action the mortgagor pays into court the amount due for principal
and interest and the costs of the action together with the expenses of the proceedings to sell, if any, the
court will (i) dismiss the complaint without costs against the mortgagee if the payment is made before
Jjudgment directing the sale or (ii) stay all proceedings upon judgment if the payment is made after
Jjudgment directing sale but before sale.

Where the mortgage debt remains partly unsatisfied after the sale of the property, the
court, upon application, may award the mortgagee a deficiency judgment for the unsatisfied portion of
the mortgage debt, or as much thereof as the court may deem just and equitable, against a mortgagor who
has appeared or has been personally served in the action. Prior to entering a deficiency judgment the
court determines the fair and reasonable market value of the mortgaged premises as of the date such
premises were bid in at auction or such nearest earlier date as there shall have been any market value
thereof. In calculating the deficiency judgment, the court will reduce the amount to which the mortgagee
is entitled by the higher of the sale price of the mortgaged property and the fair market value of the
mortgaged property as determined by the court.

The mortgagee may also, at its discretion, negotiate with the delinquent mortgagor to
offer a deed in lieu of foreclosure to the mortgagee, where appropriate. In some situations this would
allow the mortgagee to reduce the cost of, and the time involved in, acquiring the property.

Most of the Mortgage Loans under the Program are non-recourse to the Mortgagor.
Therefore, the Corporation may only have limited rights to pursue the enforcement of an action on the
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Purchases of 1998 Series A Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the 1998 Series A Bonds on DTC’s records. The ownership
interest of each actual purchaser of each 1998 Series A Bond ("Beneficial Owner") is in turn to be
recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not receive written
confirmation from DTC of their purchase, but Beneficial Owners are expected to receive written’
confirmations providing details of the transaction, as well as periodic statements of their holdings, from
the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction.
Transfers of ownership interests in 1998 Series A 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 1998 Series A Bonds, except in the event that use
of the book-entry system for the 1998 Series A Bonds is discontinued.

To facilitate subsequent transfers, all 1998 Series A Bonds deposited by Participants with DTC
are registered in the name of DTC’s partnership nominee, Cede & Co. The deposit of 1998 Series A
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 1998 Series A Bonds; DTC’s
records reflect only the identity of the Direct Participants to whose accounts such 1998 Series A Bonds
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.

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

Redemption notices shall be sent to Cede & Co. If less than all of the 1998 Series A Bonds
within a maturity are being redeemed, DTC’s practice is to determine by lot the amount of the interest
of each Direct Participant in such maturity to be redeemed.

Neither DTC nor Cede & Co. will consent or vote with respect to 1998 Series A Bonds. Under
its usual procedures, DTC mails an Omnibus Proxy to the Corporation 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 1998 Series A Bonds are credited on the record date (identified in a
listing attached to the Omnibus Proxy).

Principal, redemption premium, if any, and interest payments on the 1998 Series A Bonds will
be made to DTC. DTC's practice is to credit Direct Participants’ accounts on the payable date in
accordance with their respective holdings shown on DTC’s records unless DTC has reason to believe that
it will not receive payment on the payable date. Payments by Participants to Beneficial Owners will be
governed by standing instructions and customary practices, as is the case with securities held for the
accounts of customers in bearer form or registered in "street name," and will be the respons ibility of such
Participant and not of DTC, the Trustee, or the Corporation, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of principal, redemption premium, if any,
and interest to DTC is the responsibility of the Corporation 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.

DTC may discontinue providing its services as securities depository with respect to the 1998

Series A Bonds at any time by giving reasonable notice to the Corporation or the Trustee. Under such
circumstances, in the event that a successor securities depository is not obtained, 1998 Series A Bond
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certificates are required to be printed and delivered. The Corporation may decide to discontinue use of
the system of book-entry transfers through DTC (or a successor securities depository). In that event,
1998 Series A Bond certificates will printed and delivered.

The above information concerning DTC and DTC’s book-entry system has been obtained
from sources that the Corporation and the Placement Agent believe to be reliable, but neither the
Corporation nor the Placement Agent takes responsibility for the accuracy thereof. The Beneficial
Owners should confirm the foregoing information with DTC or the DTC Participants.

So long as Cede & Co. is the registered owner of the 1998 Series A Bonds, as nominee for DTC,
references herein to Bondholders or registered owners of 1998 Series A Bonds (other than under the
caption "TAX MATTERS") shall mean Cede & Co., as aforesaid, and shall not mean the Beneficial
Owners of such Bonds.

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

NEITHER THE CORPORATION NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY
OR OBLIGATION TO DTC PARTICIPANTS, TO INDIRECT PARTICIPANTS, OR TO ANY
BENEFICIAL OWNER WITH RESPECT TO (I) THE ACCURACY OF ANY RECORDS
MAINTAINED BY DTC, ANY DTC PARTICIPANT, OR ANY INDIRECT PARTICIPANT; (II) ANY
NOTICE THAT IS PERMITTED OR REQUIRED TO BE GIVEN TO THE OWNERS OF THE 1998
SERIES A BONDS UNDER THE RESOLUTIONS; (II) THE SELECTION BY DTC OR ANY DTC
PARTICIPANT OR INDIRECT PARTICIPANT OF ANY PERSON TO RECEIVE PAYMENT IN THE
EVENT OF A PARTIAL REDEMPTION OF THE 1998 SERIES A BONDS; (IV) THE PAYMENT
- BY DTC OR ANY DTC PARTICIPANT OR INDIRECT PARTICIPANT OF ANY AMOUNT WITH
RESPECT TO THE PRINCIPAL OR REDEMPTION PREMIUM, IF ANY, OR INTEREST DUE
WITH RESPECT TO THE 1998 SERIES A BONDS; (V) ANY CONSENT GIVEN OR OTHER
ACTION TAKEN BY DTC AS THE OWNER OF 1998 SERIES A BONDS; OR (VI) ANY OTHER
MATTER.

Redemption Provisions

The 1998 Series A Bonds are subject to special redemption, sinking fund redemption and optional
redemption prior to maturity, all as described below.

Special Redemption from Recoveries of Principal. The 1998 Series A Bonds are subject to

redemption, in whole or in part, at any time prior to maturity at a Redemption Price equal to 100% of
the principal amount of the 1998 Series A Bonds or portions thereof to be so redeemed, plus accrued
interest to the Redemption Date from amounts representing: (a) Recoveries of Principal deposited in the
Redemption Account and resulting from (i) proceeds from the acceleration of payments due under any
1998 Series A Mortgage Loan or other remedial proceedings taken in the event of a default thereon,
including proceeds of the sale of any Acquired Project, (ii) amounts obtained under a letter of credit or
other credit enhancement securing such 1998 Series A Mortgage Loan or under any agreement entered
into by the Corporation and the provider of such letter of credit or other credit enhancement in connection
with the providing of such letter of credit or credit enhancement (other than with respect to scheduled
principal and/or interest payments required by such 1998 Series A Mortgage Loan) in the event of a
default on such 1998 Series A Mortgage Loan, (iii) proceeds of insurance awards resulting from damage
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or destruction of a Development financed by any 1998 Series A Mortgage Loan which proceeds are
required to be applied to payment of the applicable Mortgage Note pursuant to the applicable Mortgage,
(iv) proceeds of a condemnation award resulting from the taking by condemnation (or by agreement of
interested parties in lieu of condemnation) by any governmental body or any person, firm, or corporation
acting under governmental authority, of title to or any interest in or the temporary use of, a Development
financed by any 1998 Series A Mortgage Loan or any portion thereof, which proceeds are required to
be applied to payment of the applicable Mortgage Note pursuant to the applicable Mortgage or (v)
proceeds of the sale, assignment, endorsement or other disposition of any 1998 Series A Mortgage Loan
required pursuant to the General Resolution in the event of a default under the General Resolution or
made when, in the sole judgment of the Corporation, a 1998 Series A Mortgage Loan is in default, and
(b) any other monies made available under the General Resolution in connection with the redemptions
described in clause (a).

The 1998 Series A Bonds shall be subject to redemption, in whole or in part, at any time on or
after May 1, 2008 at a Redemption Price equal to 100% of the principal amount of the 1998 Series A
-Bonds or portions thereof to be so redeemed, plus accrued interest to the redemption date from amounts
representing (a) Recoveries of Principal deposited in the Redemption Account and resulting from proceeds
of an optional prepayment of any 1998 Series A Mortgage Loan by the Mortgagor thereof, (b) Recoveries
of Principal deposited in the Redemption Account and resulting from proceeds of sale, assignment,
endorsement or other disposition of any 1998 Series A Mortgage Loan (other than a sale, assignment,
endorsement or other disposition required pursuant to the General Resolution or made when, in the sole
Judgment of the Corporation, a 1998 Series A Mortgage Loan is in default) and (c) any other monies
made available under the General Resolution in connection with the redemptions described in clauses (a)

and (b).

Notwithstanding the foregoing, upon the filing of a Cash Flow Statement with the Trustee, and
except as otherwise provided in a Supplemental Resolution authorizing a Series of Bonds, the Series of
Bonds to be redeemed in connection with Recoveries of Principal deposited in the Redemption Account
derived from or with respect to the 1998 Series A Mortgage Loans or the Developments financed by the
1998 Series A Mortgage Loans shall be selected as directed by the Corporation; provided, however, that
such selection need not include the 1998 Series A Bonds and shall not include the 1994 Series A Bonds
or the 1997 Series C Bonds.

As provided in the Resolutions, the Recoveries of Principal described in the second and third
preceding paragraphs shall be deposited in the Redemption Account and applied to the redemption of the
Bonds unless the Corporation files written instructions with the Trustee, accompanied by a Cash Flow
Statement, directing that all or any portion of such Recoveries of Principal be deposited in the Bond
Proceeds Account or the Revenue Account. See "SECURITY FOR THE BONDS—Cash Flow
Statements and Cash Flow Certificates” and "SUMMARY OF CERTAIN PROVISIONS OF THE
GENERAL RESOLUTION."

See "THE PROGRAM—Certain Factors Affecting the Mortgage Loans" and "Appendix E-
3—Mortgage Loan Prepayment Provisions" for a description of the prepayment features applicable to the
Mortgage Loans.

Special Redemption from Unexpended 1998 Series A Bond Proceeds. The 1998 Series A Bonds
are subject to redemption, at the option of the Corporation, in whole or in part, at any time prior to
maturity, in an amount not in excess of amounts on deposit in the Bond Proceeds Account representing
unexpended proceeds of the 1998 Series A Bonds not used to finance Mortgage Loans for multi-family
housing developments and any other monies made available under the General Resolution in connection
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with such redemption, at a Redemption Price equal to 100% of the principal amount of the 1998 Series
A Bonds or portions thereof to be so redeemed, plus accrued interest to the Redemption Date.

Sinking Fund Redemption. The 1998 Series A Bonds maturing May 1, 2030 are subject to
redemption at a Redemption Price equal to 100% of the principal amount thereof plus accrued interest
to the date of redemption thereof, from mandatory Sinking Fund Payments which are required to be made
in amounts sufficient to redeem on May 1 and November 1 of each year the principal amount of such
1998 Series A Bonds specified for each of the Redemption Dates shown below:

1998 SERIES A BONDS
MATURING ON MAY 1, 2030

Redemption Date Principal Amount Redemption Date Principal Amount
May 1, 2001 $300,000 May 1, 2016 $1,000,000
Nov. 1, 2001 300,000 Nov. 1, 2016 1,000,000
May 1, 2002 400,000 May 1, 2017 1,000,000
Nov. 1, 2002 400,000 Nov. 1, 2017 1,100,000
May 1, 2003 400,000 May 1, 2018 1,100,000
Nov. 1, 2003 400,000 Nov. 1, 2018 1,200,000
May 1, 2004 400,000 May 1, 2019 1,200,000
Nov. 1, 2004 400,000 Nov. 1, 2019 1,200,000
May 1, 2005 500,000 May 1, 2020 1,200,000
Nov. 1, 2005 500,000 Nov. 1, 2020 1,100,000
May 1, 2006 500,000 May 1, 2021 1,100,000
Nov. 1, 2006 500,000 Nov. 1, 2021 1,100,000
May 1, 2007 500,000 May 1, 2022 1,100,000
Nov. 1, 2007 500,000 Nov. 1, 2022 1,200,000
May 1, 2008 600,000 May 1, 2023 1,200,000
Nov. 1, 2008 600,000 Nov. 1, 2023 1,300,000
May 1, 2009 600,000 May 1, 2024 1,300,000
Nov. 1, 2009 600,000 Nov. 1, 2024 1,400,000
May 1, 2010 600,000 May 1, 2025 1,400,000
Nov. 1, 2010 700,000 Nov. 1, 2025 1,500,000
May 1, 2011 700,000 May 1, 2026 1,500,000
Nov. 1, 2011 700,000 Nov. 1, 2026 1,600,000
May 1, 2012 800,000 May 1, 2027 1,600,000
Nov. 1, 2012 800,000 Nov. 1, 2027 1,700,000
May 1, 2013 800,000 May 1, 2028 1,800,000
Nov. 1, 2013 800,000 Nov. 1, 2028 1,800,000
May 1, 2014 800,000 ) May 1, 2029 1,900,000
Nov. 1, 2014 900,000 Nov. 1, 2029 2,000,000
May 1, 2015 900,000 May 1, 2030 2,400,000"
Nov. 1, 2015 900,000

" Stated maturity.
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The amounts accumulated for each Sinking Fund Payment may be applied by the Trustee, at
the direction of the Corporation, prior to the forty-fifth day preceding the due date of such Sinking Fund
Payment, to the purchase of the 1998 Series A Bonds to be redeemed from such Sinking Fund Payments,
at prices (including any brokerage and other charges) not exceeding the applicable Redemption Price, plus
accrued interest to the date of purchase; provided, however, that the purchase of such Bonds may, to the
extent permitted by law, be at prices exceeding the applicable Redemption Price if the Corporation files
a Cash Flow Statement with the Trustee as provided in the General Resolution.

Upon the purchase or redemption of any 1998 Series A Bonds for which Sinking Fund
Payments shall have been established, other than by application of Sinking Fund Payments, an amount
equal to the principal amount of the 1998 Series A Bonds so purchased or redeemed shall be credited
toward the next Sinking Fund Payment thereafter to become due with respect to the 1998 Series A Bonds
of such maturity and the amount of any excess of the amounts so credited over the amount of such
Sinking Fund Payment shall be credited by the Trustee against future Sinking Fund Payments in direct
chronological order, unless otherwise instructed in writing by an Authorized Officer at the time of such
purchase or redemption.

Optional Redemption. The 1998 Series A Bonds are also subject to redemption, at the option
of the Corporation, in whole or in part, at any time on or after May 1, 2008, at the following
Redemption Prices (expressed as a percentage of the principal amount of such 1998 Series A Bonds to
be redeemed) plus accrued interest to the Redemption Date:

Redemption Period

(Both Dates Inclusive) : Redemption Prices
May 1, 2008 through April 30, 2009 102%
May 1, 2009 through April 30, 2010 101
May 1, 2010 and thereafter 100

Selection of Bonds to be Redeemed. Subject to the redemption requirements set forth in a
Supplemental Resolution authorizing a particular Series of Bonds, in the event of a partial redemption of
Bonds in connection with Recoveries of Principal, the Series, the maturity or maturities, and the amount
thereof, to be so redeemed shall be selected as directed by the Corporation in written instructions filed
with the Trustee accompanied by a Cash Flow Statement. In the absence of such direction, (i) Bonds of
each Series subject to redemption shall be redeemed in connection with Recoveries of Principal derived
from or with respect to the Mortgage Loans financed from or allocated to such Bonds and (ii) Bonds of
each maturity within each Series of Bonds subject to redemption shall be redeemed in the proportion that
the amount Outstanding of each such maturity bears to the total amount of all Outstanding Bonds of such
Series. The Series and maturities of 1998 Series A Bonds to be redeemed in accordance with the optional
redemption provisions described above shall be selected as directed by the Corporation. In the event of
redemption of less than all the Bonds of the same Series and maturity, the Trustee shall select the Bonds
by lot, using such method of selection as it shall deem proper in its sole discretion.

Notwithstanding the foregoing, no 1998 Series A Bond shall be selected for redemption if the
portion of such 1998 Series A Bond remaining after such redemption would not be in an authorized
denomination.

Corporation’s Right to Purchase Bonds. The Corporation retains the right to purchase 1998
Series A Bonds, at such times, in such amounts and at such prices as the Corporation shall determine,
subject to the provisions of the General Resolution, and, thereby, reduce its obligations, including Sinking
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Fund Payments, for the 1998 Series A Bonds. See "SECURITY FOR THE BONDS—Cash Flow
Statements and Cash Flow Certificates."

Notice of Redemption. When the Trustee receives notice from the Corporation of its election or
direction to redeem 1998 Series A Bonds or is otherwise required to redeem the 1998 Series A Bonds,
the Trustee will give notice, in the name of the Corporation, of the redemption of such 1998 Series A
Bonds. Such notice will specify the Series and maturities of the 1998 Series A Bonds to be redeemed,
the Redemption Date, any conditions precedent to such redemption and the place or places where amounts
due upon such redemption will be payable. Not less than thirty (30) days before the Redemption Date,
the Trustee is to mail a copy of such notice to the registered owners of any 1998 Series A Bonds, or
portions of 1998 Series A Bonds which are to be redeemed, at their last addresses appearing upon the
registry books. Interest will not be payable on the 1998 Series A Bonds after the Redemption Date if
notice has been given and if sufficient monies have been deposited with the Trustee to pay the principal
or applicable Redemption Price of and interest on the 1998 Series A Bonds on such date and all
conditions precedent, if any, to such redemption shall have been satisfied.

SECURITY FOR THE BONDS

Pledge of the General Resolution

The General Resolution constitutes a contract among the Corporation, the Trustee and the owners
of the Bonds issued thereunder and, except as otherwise provided under the General Resolution or in a
Supplemental Resolution authorizing a Series of Bonds, its provisions are for the equal benefit, protection
and security of the owners of all such Bonds, each of which, regardless of maturity, is to be of equal rank
without preference, priority or distinction. The General Resolution authorizes the issuance of Bonds (the
"Subordinate Bonds") having a charge and lien on the Revenues and other assets pledged under the
General Resolution subordinate to the charge and lien of the Bonds. Prior to the issuance of any Bonds
(other than the Subordinate Bonds), the General Resolution requires that the Trustee be provided with
confirmation of the then existing ratings on the Bonds (other than the Subordinate Bonds) by each of the
Rating Agencies then rating such Bonds. See "Additional Bonds" below.

The 1998 Series A Bonds are special revenue obligations of the Corporation payable solely from
the Revenues and Accounts described below.

Payment of the principal or Redemption Price of and interest on all Bonds is secured by a pledge
of Revenues, which consist of, among other things, unless otherwise provided in a Supplemental
Resolution authorizing a Series of Bonds, all payments received by the Corporation from or on account
of the Mortgage Loans, including scheduled, delinquent and advance payments of principal of and interest
on the Mortgage Loans, proceeds from the sale, assignment, endorsement or other disposition of the
Mortgage Loans, amounts received on account of the acceleration of payments due under the Mortgage
Loans or other remedial proceedings taken in the event of a default thereon, proceeds of any mortgage
insurance or credit enhancement with respect to defaulted Mortgage Loans, proceeds of any hazard
insurance or condemnation award, and income derived from the investment of funds held by the Trustee
in Accounts established under or pursuant to the General Resolution. Revenues do not, however, include
amounts required to be deposited in the Rebate Fund, escrow payments, late charges or administrative,
financing, extension, servicing or settlement fees on account of any Mortgage Loan. Payment of the
Bonds is also secured by a pledge by the Corporation of its right, title and interest in and to the Mortgage
Loans and, except as otherwise provided in any Supplemental Resolution authorizing a particular Series
of Bonds, of all Accounts established pursuant to the General Resolution (including the investments
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thereof, if any). Under the General Resolution, the Corporation is not required to subject to the pledge
and lien of the General Resolution assets, including mortgage loans, financed by Bonds issued thereunder.
In addition, under the General Resolution the Corporation may pledge Accounts created pursuant to a
Supplemental Resolution authorizing a particular Series of Bonds solely to the Bonds of such Series or
exclude such Accounts from the pledge of the General Resolution. See "SUMMARY OF CERTAIN
PROVISIONS OF THE GENERAL RESOLUTION."

The foregoing pledges are also subject to the terms and provisions of the General Resolution
requiring transfers of amounts to the Rebate Fund and permitting the application of the Revenues and
amounts in such Accounts for certain purposes, including financing Mortgage Loans, funding the Debt
Service Reserve Account in order to maintain such Account at its required level, paying certain amounts
to the Trustee, the Corporation and Credit Facility Providers, if any, and paying certain investment fees,
if any. The Corporation is also authorized under the General Resolution to withdraw surplus revenues
and any Mortgage Loans, free and clear of the pledge and lien of the General Resolution upon filing a
Cash Flow Statement with the Trustee. See "Cash Flow Statements and Cash Flow Certificates" below
and "SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL RESOLUTION—Revenue

" Account.”

Mortgage Loans

Under the General Resolution, the Corporation is authorized to issue Bonds to finance any of its
corporate purposes for which the Corporation may issue bonds under the Act or any other applicable law
now or hereafter enacted. Such corporate purposes include but are not limited to financing one or more
Mortgage Loans. The term Mortgage Loan is defined under the General Resolution as a loan for the
Project, evidenced by a note, secured by a Mortgage (which need not create a first lien on such Project)
and specified in a Supplemental Resolution as being subject to the lien of the General Resolution. The
term Mortgage Loan also includes a participation by the Corporation with another party or parties, public
or private, in a loan made to a Mortgagor with respect to a Project, and any instrument evidencing an
ownership in any such loan, including, but not limited to, mortgage-backed securities guaranteed by
GNMA, the Federal National Mortgage Association or the Federal Home Loan Mortgage Corporation.
In addition to Mortgage Loans, the Corporation may finance mortgage loans and other assets that are not
subject to the pledge of the General Resolution.

If Mortgage Loans are financed under the General Resolution, such Mortgage Loans may, but
are not required to, be subject to supplemental security insuring or securing against Mortgage Loan
default losses. Such supplemental security, if any, is required to be specified in the Supplemental
Resolution authorizing the related Series of Bonds and may be in the form of, among other things,
subsidy or interest rate reduction payments, insurance, a letter of credit, a surety bond or an escrow
deposit, any or all of which may be obtained pursuant to one or more programs of the federal government
or state or local agencies. Previously, the Corporation relied on the underwriting criteria and expertise
of other parties, including HUD, FHA, SONYMA, credit facility providers and/or HPD and, in the case
of most of its programs, it has not assumed sole responsibility for the underwriting of mortgage loans
financed thereunder or hired personnel exclusively for such purpose. The Corporation, in conjunction
with conventional lenders, credit facility providers and/or HPD, has underwritten the Mortgage Loans
financed by the 1994 Series A Bonds, the Mortgage Loans to be financed by the 1997 Series B Bonds,
the Mortgage Loans financed and to be financed by the 1997 Series C Bonds and the 1998 Series A
Mortgage Loans. In the future the Corporation may determine to undertake such responsibility by itself.
In the General Resolution, the Corporation has covenanted to retain and employ competent personnel for
the purposes of carrying out its powers thereunder. See "SUMMARY OF CERTAIN PROVISIONS OF
THE GENERAL RESOLUTION—Application and Disbursement of Bond Proceeds" for a description
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of the Mortgage Loan requirements under the General Resolution. See "THE PROGRAM—General" and
"Appendix E-1—Developments and Mortgage Loans Outstanding Under the Program" for a description
of the Mortgage Loans financed under the Program to date.

Except as otherwise provided in a Supplemental Resolution authorizing Bonds, the Corporation
shall do all acts and things necessary to receive and collect Revenues (including diligent enforcement of
the prompt collection of all arrears on Mortgage Loans) and shall diligently enforce, and take all steps,
actions and proceedings reasonably necessary in the judgment of the Corporation to protect its rights with
respect to or to maintain any insurance on Mortgage Loans or any subsidy payments in connection with
the Projects securing the Mortgage Loans or the occupancy thereof and to enforce all terms, covenants
and conditions of the Mortgage Loans, including the collection, custody and prompt application of all
Escrow Payments for the purposes for which they were made. See "SUMMARY OF CERTAIN
PROVISIONS OF THE GENERAL RESOLUTION—Covenants with Respect to Mortgage Loans."

Cash Flow Statements and Cash Flow Certificates

The General Resolution provides that the Corporation shall file with the Trustee a current Cash
Flow Statement: (i) whenever any Series of Bonds is issued; (ii) upon purchase or redemption of Bonds
of a Series in a manner other than (a) as contemplated in the last Cash Flow Statement filed by the
Corporation with the Trustee or (b) on a basis whereby the Bonds of each maturity of such Series are
purchased or redeemed in the proportion that the amount Outstanding of such maturity bears to the total
amount of all Outstanding Bonds of such Series, when such purchases or redemptions are to be made in
connection with Recoveries of Principal; (iii) prior to withdrawing monies for payment to the
Corporation, pursuant to the General Resolution, free and clear of the pledge and lien of the General
Resolution, in an amount in excess of the amounts determined to be available for such purpose in the last
Cash Flow Statement filed with the Trustee; (iv) prior to selling Mortgage Loans not in default; (v) prior
to the financing of or amending Mortgage Loans to contain terms that would adversely affect the cash
flow projections contained in the last Cash Flow Statement filed with the Trustee: (vi) prior to the
releasing of any Mortgage Loan from the pledge and lien of the General Resolution; (vii) prior to the
application of Recoveries of Principal to any use other than the purchase or redemption of Bonds;
(viii) prior to the purchase of Bonds pursuant to certain provisions of the General Resolution at prices
in excess of those specified in the General Resolution; or (ix) prior to the application of monies in the
Redemption Account resulting from Recoveries of Principal derived from or with respect to any Mortgage
Loans to the purchase or redemption of Bonds of a Series other than the Series issued to finance such
Mortgage Loans.

In addition, the Corporation shall not take any of the actions described in clauses (ii) through (ix)
of the preceding paragraph unless subsequent to such action the amount of monies and Investment
Securities held in the Bond Proceeds Account, the Redemption Account, the Revenue Account and the
Debt Service Reserve Account (valued at their cost to the Corporation, as adjusted by amortization of the
discount or premium paid upon purchase of such obligations ratably to their respective maturities),
together with accrued but unpaid interest thereon, and the outstanding principal balance of Mortgage
Loans, together with accrued but unpaid interest thereon, and any other assets, valued at their realizable
value, pledged for the payment of the Bonds will exceed the aggregate principal amount of and accrued
but unpaid interest on Outstanding Bonds; provided, however, that in the event that a Supplemental
Resolution authorizing the issuance of a Series of Bonds specifies that, for purposes of the requirements
of this paragraph, the Mortgage Loans financed by such Series of Bonds shall be valued at other than
their outstanding principal balance, then, with respect to such Mortgage Loans, such other value shall be
used in the calculations required by this paragraph. Pursuant to the respective Supplemental Resolutions,
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and for purposes of the requirements of this paraéraph, the current value of the Mortgage Loans with
respect to each Series of Bonds as of January 31, 1998 is as follows:

Value as a Percentage of Total
Percentage of Outstanding Outstanding

Series of Outstanding Principal Balance of | Principal Balance of

Bonds Principal Balance Mortgage Loans Mortgage Loans

1993 Series A 99% $13,082,620 2.60%
1993 Series B 99% $202,115,284 40.16%
1994 Series A 100% $6,296,919 1.25%
1995 Series A 100% $44,563,506 8.85%
1996 Series A 76% $222,507,880 4421%
1997 Series A 100% $11,667,871 2.32%
1997 Series B 71% $0° 0.00%
1997 Series C 77.5% $3,074,550™ 0.61%
1998 Series A 78% $0™ 0.00%
TOTAL 88.8% $503,308,630 100.00%

However, with respect to the 1996 Series A Mortgage Loans, the Mortgage Loans to be financed by the
1997 Series B Bonds, the Mortgage Loans financed and to be financed by the 1997 Series C Bonds and
the 1998 Series A Mortgage Loans, the Corporation may increase or decrease the foregoing percentage
with respect to such Mortgage Loans by furnishing to the Trustee (i) a Certificate of an Authorized
Officer specifying such higher or lower percentage and (ii) evidence satisfactory to the Trustee that each
Rating Agency shall have approved the use of such higher or lower percentage without such use having
an adverse effect on its rating on the Bonds.

A Cash Flow Statement consists of a statement of an Authorized Officer of the Corporation giving
effect to actions proposed to be taken and demonstrating in the current and each succeeding Bond Year
in which Bonds are scheduled to be Outstanding that amounts then expected to be on deposit in the
Accounts in each such Bond Year will be at least equal to all amounts required by the General Resolution
to be on deposit in the Accounts for the payment of the principal and Redemption Price of and interest
on the Bonds and for the funding of the Debt Service Reserve Account to the Debt Service Reserve
Account Requirement. However, a Supplemental Resolution may provide that an Account established
in such Supplemental Resolution not be taken into account when preparing the Cash Flow Statement. The
Cash Flow Statement shall set forth the assumptions upon which the estimates therein are based, which
assumptions are to be based upon the Corporation’s reasonable expectations and must not adversely affect

) Subsequent to January 31, 1998, the Corporation acquired one (1) Mortgage Loan in the amount of
$1,342,000 in connection with the issuance of the 1997 Series B Bonds. In addition, the Corporation expects
to acquire approximately an additional $11.6 million in Mortgage Loans in connection with the issuance of
the 1997 Series B Bonds.

- Subsequent to January 31, 1998, the Corporation acquired five (5) Mortgage Loans in the aggregate amount
of $9,880,196 in connection with the issuance of the 1997 Series C Bonds. In addition, the Corporation
expects to acquire approximately an additional $24.4 million in Mortgage Loans in connection with the
issuance of the 1997 Series C Bonds.

™ The Corporation expects to acquire approximately $57.8 million in Mortgage Loans in connection with the
issuance of the 1998 Series A Bonds.
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any of the Rating Agencies’ ratings on the Bonds. In calculating the amount of interest due in the current
and each succeeding Bond Year in which Bonds are scheduled to be Outstanding on Bonds bearing
interest at a variable rate, the interest rate used shall be assumed to be the fixed rate, which in the
judgment of the remarketing agent for such Bonds, or such other financial consultant selected by the
Corporation and experienced in the sale of municipal securities (having due regard to the prevailing
market conditions), would be necessary to enable such Bonds to be sold at par in the secondary market
on the date of such calculation or such higher or lower rate which does not adversely affect any of the
Rating Agencies’ ratings on the Bonds. Upon filing a Cash Flow Statement with the Trustee, the
Corporation is to perform its obligations under the General Resolution in accordance, in all material
respects, with the assumptions set forth in such Cash Flow Statement. Except with respect to actions
being taken contemporaneously with the delivery of a Cash Flow Statement, facts reflected in a Cash
Flow Statement may be as of a date or reasonably adjusted to a date not more than 180 days prior to the
date of delivery of such statement. See "SUMMARY OF CERTAIN PROVISIONS OF THE GENERAL
RESOLUTION."

‘ In lieu of filing a Cash Flow Statement, a Cash Flow Certificate may be filed in order to take the
actions described in (1) clause (iii) of the third preceding paragraph or (2) clause (v) of the third
preceding paragraph relating to amending Mortgage Loans but only if, in the judgment of the
Corporation, such amendments do not materially adversely affect the cash flow projections contained in
the last Cash Flow Statement. A Cash Flow Certificate shall consist of a statement of an Authorized
Officer of the Corporation to the effect of one of the following:

(a) The proposed action is consistent with the assumptions set forth in the latest Cash
Flow Statement; or

(b) After giving effect to the proposed action, in the current and each succeeding
Bond Year in which Bonds are scheduled to be Outstanding, amounts expected to be on deposit
in the Accounts in each such Bond Year will be at least equal to all amounts required by the
General Resolution to be on deposit in such Accounts for the payment of the principal and
Redemption Price of and interest on the Bonds, and for the funding of the Debt Service Reserve
Account to the Debt Service Reserve Account Requirement, except that to the extent specified
in a Supplemental Resolution, an Account established in said Supplemental Resolution shall not
be taken into account in connection with such Cash Flow Certificate; or

(©) The proposed action will not in and of itself adversely affect the amounts expected
to be on deposit in the Accounts in the current and each succeeding Bond Year in which Bonds
are scheduled to be Outstanding, except that the Cash Flow Certificate shall not consider any
Accounts which a Supplemental Resolution specifies shall not be taken into account in connection
with the delivery of a Cash Flow Certificate.

Debt Service Reserve Account

The Corporation is required to establish a Debt Service Reserve Account for the Bonds pursuant
to the General Resolution. Under the General Resolution, the Debt Service Reserve Account
Requirement is the aggregate of the amounts specified as the Debt Service Reserve Account Requirement
for each Series of Bonds in a Supplemental Resolution authorizing the issuance of such Series of Bonds.
There is no minimum Debt Service Reserve Account Requirement under the General Resolution. The
General Resolution further provides that the Debt Service Reserve Account Requirement for any Series
of Bonds may be funded, in whole or in part, through Cash Equivalents if so provided in a Supplemental
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Resolution authorizing such Series. See "SUMMARY OF CERTAIN PROVISIONS OF THE
GENERAL RESOLUTION—Debt Service Reserve Account."

Under the terms of the 1998 Series A Supplemental Resolution, the Debt Service Reserve Account
Requirement for the 1998 Series A Bonds shall equal, as of any date of calculation, the maximum amount
of Debt Service of the 1998 Series A Bonds for the current or any future semiannual period excluding
the final scheduled payment date. Upon the issuance of the 1998 Series A Bonds, cash in an amount
equal to the Debt Service Reserve Account Requirement for such Bonds will be deposited in the Debt
Service Reserve Account. Under the Resolutions, Cash Equivalents may be used in the future to fund
the Debt Service Reserve Account Requirement for the 1998 Series A Bonds. See "PLAN OF
FINANCING—Estimated Sources and Uses of Funds." Although under any Supplemental Resolution
authorizing a particular Series of Bonds one or more reserve accounts may be established for the purpose
of securing only Bonds of such Series, no such reserve accounts are created under the 1998 Series A
Supplemental Resolution for the sole benefit of the 1998 Series A Bonds.

Upon delivery of the 1998 Series A Bonds and funding of the Debt Service Reserve Account in

“an amount equal to the Debt Service Reserve Account Requirement for each respective Series of such

Bonds, the Debt Service Reserve Account is expected to have a balance of at least $35,254,533, which
is at least equal to the Debt Service Reserve Account Requirement for all of the Outstanding Bonds.

The General Resolution requires that if on any Interest Payment Date or Redemption Date the
amount available in the Revenue Account and Redemption Account, as applicable, is insufficient to pay
Principal Installments and interest due on any Bonds, the Trustee must apply amounts from the Debt
Service Reserve Account to the extent necessary to make good the deficiency.

Additional Security

Under the General Resolution, payment of the principal or redemption or purchase price of and
interest on each Series of Bonds issued thereunder may, but is not required to, be secured by a letter of
credit, bond insurance, financial guaranty or other credit or liquidity enhancement. In connection with
obtaining any such credit or liquidity enhancement, the Corporation is permitted under the General
Resolution to pledge to the provider thereof its interests in the Mortgage Loans and the Accounts. The
1998 Series A Bonds will not have the benefit of any such credit enhancement. See "SUMMARY OF
CERTAIN PROVISIONS OF THE GENERAL RESOLUTION."

Additional Bonds

Additional Bonds, subordinate to or on parity with the Bonds then Outstanding, may be issued
by the Corporation pursuant to the General Resolution. Prior to the issuance of any such additional
Bonds (other than the Subordinate Bonds), the General Resolution requires that the Trustee be provided
with, among other things, confirmation of the then existing rating on the Bonds (other than the
Subordinate Bonds) by each of the Rating Agencies then rating such Bonds. See "SUMMARY OF
CERTAIN PROVISIONS OF THE GENERAL RESOLUTION" for a description of the requirements
that must be met under the General Resolution prior to the issuance of additional Bonds.
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Bonds Not a Debt of the State or the City

The Bonds are not a debt of the State of New York or The City of New York and neither the
State nor the City shall be liable thereon, nor shall the Bonds be payable out of any funds other than those
of the Corporation pledged therefor. The Corporation has no taxing power.

Certain Investments

Notwithstanding anything to the contrary contained in the General Resolution, any Investment
Securities purchased by the Trustee with funds that are pledged pursuant to the General Resolution must,
as of the date of such purchase, be rated by each of the Rating Agencies in a category at least equal to
the rating category of the Bonds (other than Subordinate Bonds) (or "A-1+" or "P-1," as applicable, if
the Investment Security has a remaining term at the time it is provided not exceeding one year); provided,
however, that the Trustee may purchase Investment Securities that are rated lower than that set forth
above, so long as the purchase of such Investment Securities does not, as of the date of such purchase,
.in and of itself, result in a reduction or withdrawal of the then existing rating assigned to the Bonds (other
than Subordinate Bonds) by any of the Rating Agencies. A change in the rating of any Investment
Securities purchased by the Trustee, subsequent to the date of purchase, would not require the Trustee
to sell such Investment Securities. If a Rating Agency were to downgrade or withdraw the rating on any
Investment Securities previously purchased by the Trustee, the rating on the Bonds could be negatively
affected. See "RATINGS." Investment earnings on Accounts are to be transferred to the Revenue
Account except as otherwise provided by the General Resolution. See "SUMMARY OF CERTAIN
PROVISIONS OF THE GENERAL RESOLUTION—Deposits and Investments" and "—Revenue
Account.”

Amounts held in the various Accounts established under the Resolutions are required to be
invested in Investment Securities as provided in the General Resolution. To date with respect to the 1993
Series A Bonds and the 1993 Series B Bonds, the proceeds deposited in the Debt Service Reserve
Account have been invested in long-term United States Treasury Obligations subject to a put agreement
by and among the Corporation, the Trustee and Morgan Guaranty Trust Company of New York
("Morgan"), which obligates Morgan, until the maturity of such Bonds, to purchase such United States
Treasury Obligations at the Corporation’s original cost under certain circumstances. With respect to the
1995 Series A Bonds, the amounts deposited in the Debt Service Reserve Account are currently invested
in Government Obligations to mature on January 15, 1999. With respect to the 1996 Series A Bonds,
the amounts deposited in the Debt Service Reserve Account are currently invested under a repurchase
agreement by and among the Trustee, Bayerische Landesbank Girozentrale and the Corporation (the
"Repurchase Agreement"). With respect to the 1993 Series A Bonds, the 1993 Series B Bonds, the 1995
Series A Bonds and the 1996 Series A Bonds, certain of the amounts deposited in the Revenue Account
are also currently invested under the Repurchase Agreement. All other monies deposited in the Revenue
Account and all other monies deposited in the Debt Service Reserve Account are currently invested in
Government Obligations. With respect to the 1997 Series A and the 1997 Series B Bonds, the amounts
deposited in the Debt Service Reserve Account and the Bond Proceeds Account, and certain of the
amounts deposited in the Revenue Account are currently invested under a repurchase agreement by and
among the Trustee, Westdeutsche Landesbank Girozentrale and the Corporation. With respect to the
1997 Series C Bonds, the amounts deposited in the Debt Service Reserve Account and the Bond Proceeds
Account, and certain of the amounts deposited in the Revenue Account are currently invested in a time
deposit pursuant to a Deposit Agreement by and among the Trustee, Bayerische Landesbank Girozentrale
and the Corporation. With respect to the 1998 Series A Bonds, the amounts to be deposited in the Debt
Service Reserve Account and the Bond Proceeds Account, and certain of the amounts deposited in the
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Revenue Account are expected to be invested in a time deposit pursuant to a Deposit Agreement by and
among the Trustee, Bayerische Landesbank Girozentrale and the Corporation.

SUMMARY OF CERTAIN PROVISIONS
OF THE GENERAL RESOLUTION

Set forth below are abridged or summarized excerpts of certain sections of the General
Resolution. In some instances, the General Resolution permits the modification of certain of its
provisions by a Supplemental Resolution relating to a specific Series of Bonds. Certain of such permitted
modifications, which have been made with respect to the 1998 Series A Bonds by the provisions of the
1998 Series A Supplemental Resolution have been summarized below. Prior to the issuance of the 1998
Series A Bonds, other Supplemental Resolutions authorizing other Series of Bonds have also modified
certain provisions of the General Resolution with respect to the Series of Bonds authorized thereunder
and such modifications (except as described in the next sentence) have not been summarized below.
Certain modifications to the General Resolution, which have been made with respect to the 1996 Series
" A Bonds by the provisions of the Fifth Supplemental Resolution, have also been summarized below.
These have been included because the outstanding principal balance of certain of the Mortgage Loans
financed with the proceeds of the 1996 Series A Bonds, which Mortgage Loans are not secured by
supplemental security and, in some cases, are not subsidized under any subsidy program, exceeds 5%
of the aggregate outstanding principal balance of all Mortgage Loans financed under the General
Resolution. The excerpts set forth below do not purport to be complete or to cover all sections of the
General Resolution. Reference is made to the General Resolution, the Fifth Supplemental Resolution and
the 1998 Series A Supplemental Resolution, copies of which are on file with the Corporation and the
Trustee, for a complete statement of the rights, duties and obligations of the Corporation, the Trustee and
the Bond owners thereunder.

Contract With Bond Owners — Security for Bonds — Limited Obligation

In consideration of the purchase and acceptance of the Bonds by those who shall own the same
from time to time, the provisions of the General Resolution shall be deemed to be and shall constitute
a contract among the Corporation, the Trustee and the owners from time to time of such Bonds. The
pledges and assignments made in the General Resolution and the provisions, covenants and agreements
therein set forth to be performed by or on behalf of the Corporation shall be for the benefit, protection
and security of the owners of any and all of such Bonds, each of which, regardless of the time of its issue
or maturity, shall be of equal rank without preference, priority or distinction over any other thereof
except as expressly provided in the General Resolution or a Supplemental Resolution authorizing a Series
of Bonds. The Corporation pledges the Revenues and all amounts held in any Account established under
the General Resolution to the payment of the principal or Redemption Price of and interest on the Bonds,
subject to provisions permitting the use and application of such amounts for stated purposes, as provided
in the General Resolution; provided, however, that notwithstanding anything to the contrary contained
in the General Resolution, the Corporation may, pursuant to a Supplemental Resolution authorizing the
issuance of a Series of Bonds, also pledge such Revenues and amounts to one or more Credit Facility
Providers who have provided Credit Facilities to secure such Series of Bonds and such further pledge may
be either on a parity with or subordinate to the pledge set forth in this paragraph to secure the payment
of the Bonds, all as set forth in such Supplemental Resolution; and provided further, however, that the
Corporation may, pursuant to a Supplemental Resolution, provide that amounts in an Account established
pursuant to such Supplemental Resolution be excluded from the pledge set forth in this paragraph to
secure the payment of the Bonds or otherwise limit such pledge with respect to such Account. The
foregoing pledge does not include amounts on deposit in or required to be deposited in the Rebate Fund.
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The Bonds shall be special revenue obligations of the Corporation payable solely from the revenues and
assets pledged therefor pursuant to the General Resolution.

Provisions for Issuance of Bonds

In order to provide sufficient funds for financing the Corporation Corporate Purposes, Bonds of
the Corporation are authorized to be issued without limitation as to amount except as may be provided
by law. The Bonds shall be executed by the Corporation for issuance and delivered to the Trustee and
thereupon shall be authenticated by the Trustee and delivered to the Corporation or upon its order, but
only upon the receipt by the Trustee of, among other things:

(a) a Bond Counsel’s Opinion to the effect that (i) the General Resolution and the
Supplemental Resolution have been duly adopted by the Corporation and are in full force and
effect and are valid and binding upon the Corporation and enforceable in accordance with their
terms (except to the extent that the enforceability thereof may be limited by bankruptcy,
insolvency and other laws affecting creditors’ rights and remedies and is subject to general
principles of equity (regardless of whether such enforceability is considered in a proceeding in
equity or at law)); (ii) the General Resolution and such Supplemental Resolution create the valid
pledge and lien which they purport to create of and on the Revenues and all the Accounts
established under the General Resolution and such Supplemental Resolution and monies and
securities on deposit therein, subject to the use and application thereof for or to the purposes and
on the terms and conditions permitted by the General Resolution and such Supplemental
Resolution; and (iii) upon the execution, authentication and delivery thereof, such Bonds will
have been duly and validly authorized and issued in accordance with the laws of the State,
including the Act as amended to the date of such Opinion, and in accordance with the General
Resolution and such Supplemental Resolution;

(b) a written order as to the delivery of such Bonds, signed by an Authorized Officer;

(c) the amount of the proceeds of such Bonds to be deposited with the Trustee
pursuant to the General Resolution;

(d) a Cash Flow Statement conforming to the requirements of the General Resolution;
and

(e) except with respect to the initial Series of Bonds issued under the General
Resolution, confirmation of the then existing rating on the Bonds (other than Subordinate Bonds)
by each of the Rating Agencies.

Refunding Bonds

Refunding Bonds of the Corporation may be issued under and secured by the General Resolution,
subject to the conditions provided in the General Resolution, from time to time, for the purpose of
providing funds, with any other available funds, for (i) redeeming (or purchasing in lieu of redemption)
prior to their maturity or maturities, or retiring at their maturity or maturities, all or any part of the
Outstanding Bonds of any Series, including the payment of any redemption premium thereon (or
premium, to the extent permitted by law, included in the purchase price, if purchased in lieu of
redemption), (ii) making any required deposits to the Debt Service Reserve Account, (iii) if deemed
necessary by the Corporation, paying the interest to accrue on the refunding Bonds or refunded Bonds
to the date fixed for their redemption (or purchase) and (iv) paying any expenses in connection with such
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refunding. Before such Bonds shall be issued, the Corporation shall adopt a Supplemental Resolution
authorizing the issuance and sale of such Bonds, fixing the amount and the details thereof, describing the
Bonds to be redeemed and setting forth determinations required by the General Resolution.

Except as otherwise provided in the Supplemental Resolution authorizing a Series of refunding
Bonds, refunding Bonds shall be on a parity with and shall be entitled to the same benefit and security
of the General Resolution as all other Bonds (other than Subordinate Bonds) issued under the General
Resolution, provided, however, a Supplemental Resolution may provide for differences in the maturities
thereof or the Interest Payment Dates or the rate or rates of interest or the provisions for redemption.

Before any Series of refunding Bonds shall be authenticated and delivered by the Trustee, there
shall be on file with the Trustee, among other things, the following:

(a) the documents specified under the heading "Provisions for Issuance of Bonds;"

(b) a certificate of an Authorized Officer stating that the proceeds (excluding accrued
interest but including any premium) of such refunding Bonds, together with any monies which
have been made available to the Trustee for the purpose of paying Debt Service, or the principal
of and the interest on the investment of such proceeds or any such monies, will be not less than
an amount sufficient to pay the principal of and the redemption premium, if any, on the Bonds
to be refunded and the interest which will become due and payable on or prior to the date of their
payment or redemption and the expenses in connection with such refunding and to make any
required deposits to the Debt Service Reserve Account; and

(c) if all or part of the refunded Bonds are to be redeemed prior to maturity,
irrevocable instructions from an Authorized Officer to the Trustee to redeem the applicable
Bonds.

The proceeds of such refunding Bonds and the investment income therefrom shall, to the extent
practicable, be invested and reinvested by the Trustee, with the approval of the Corporation in Investment
Securities, and the monies so invested shall be available for use when required.

Application and Disbursement of Bond Proceeds

Unless otherwise provided in the applicable Supplemental Resolution, the proceeds of sale of a
Series of Bonds, shall, as soon as practicable upon the delivery of such Bonds by the Trustee, be applied
as follows:

1) the amount, if any, received at such time as a premium above the aggregate
principal amount of such Bonds shall be applied as specified in the Certificate of an Authorized
Officer, and such portion of the amount, if any, received as accrued interest shall be deposited
in the Revenue Account as shall be directed by an Authorized Officer;

) with respect to any Series issued for the purpose of refunding Bonds or any other
bonds, notes or other obligations of the Corporation or other entity, the amount, if any, required
to pay Costs of Issuance, as designated by an Authorized Officer of the Corporation, shall be
deposited in the Bond Proceeds Account;

3) with respect to any Series issued for the purpose of refunding Bonds or any other
bonds, notes or other obligations of the Corporation or other entity, the balance remaining after
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such deposits have been made as specified in (1) and (2) above shall be applied as specified in
the Supplemental Resolution authorizing such Series;

“) the amount, if any, necessary to cause the amount on deposit in the Debt Service
Reserve Account to equal the Debt Service Reserve Account Requirement immediately following
the time of such delivery shall be deposited in the Debt Service Reserve Account together with
such additional amount, if any, as may be specified in the Supplemental Resolution authorizing
such Bonds; and .

(5) the balance remaining after such deposits have been made shall be deposited in
the Bond Proceeds Account.

Except as otherwise provided in the applicable Supplemental Resolution, amounts in the Bond
Proceeds Account shall not be disbursed for financing a Mortgage Loan, including either advances during
construction or permanent financing thereof, unless, among other things, (1) the instrument evidencing
such Mortgage Loan and the Mortgage and any other document securing such Mortgage Loan shall have
- been duly executed and delivered and, in the opinion of counsel, who may be counsel to the Mortgagor,
constitute valid and binding agreements between the parties thereto enforceable in accordance with their
terms, except as such enforcement may be limited by operation of bankruptcy, insolvency or similar laws
affecting the rights and remedies of creditors; (2) there shall have been filed with the Trustee, an opinion
of counsel, who may be counsel to the Corporation, to the effect that such Mortgage Loan complies with
all provisions of the Act or otherwise applicable law and the General Resolution; (3) the Mortgage is the
subject of a policy of title insurance, in an amount not less than the amount of the unpaid principal
balance of the Mortgage Loan, insuring in favor of the Corporation, a mortgage lien (which need not be
a first mortgage lien, if so provided in the applicable Supplemental Resolution), subject only to Permitted
Encumbrances, on the real property securing the Mortgage Loan; and (4) the Project is insured against
loss by fire and other hazards as required by the Corporation.

Pursuant to the terms of the Fifth Supplemental Resolution, with respect to the 1996 Series A
Bonds and the 1996 Series A Mortgage Loans, the provisions of clause (1) of the preceding paragraph
regarding an opinion of counsel shall be inapplicable.

Deposits and Investments

Any amounts that are pledged pursuant to the General Resolution and held by the Trustee in any
Accounts under or pursuant to the General Resolution may be invested in Investment Securities. In
computing the amount in any Account, obligations purchased as an investment of monies therein shall
be valued at amortized value or if purchased at par value, at par.

Upon receipt of written instructions from an Authorized Officer of the Corporation, the Trustee
shall exchange any coin or currency of the United States of America or Investment Securities held by it
pursuant to the General Resolution or any Supplemental Resolution for any other coin or currency of the
United States of America or Investment Securities of like amount.

Notwithstanding anything to the contrary contained in the General Resolution, any Investment
Securities purchased by the Trustee with funds that are pledged pursuant to the General Resolution must,
as of the date of such purchase, be rated by each of the Rating Agencies in a category at least equal to
the rating category of the Bonds (other than Subordinate Bonds) (or "A-1+" or "P-1," as applicable if
the Investment Security has a remaining term at the time it is provided not exceeding one year); provided,
however, that the Trustee may purchase Investment Securities that are rated lower than that set forth
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above, so long as the purchase of such Investment Securities does not, as of the date of such purchase,
in and of itself, result in a reduction or withdrawal of the then existing rating assigned to the Bonds (other
than Subordinate Bonds) by any of the Rating Agencies.

Establishment of Accounts

(A)  The General Resolution establishes the following special trust accounts to be held and
maintained by the Trustee in accordance with the General Resolution:

(1) Bond Proceeds Account;

(2) Revenue Account;

3) Redemption Account; and

()] Debt Service Reserve Account.

Bond Proceeds Account

There shall be deposited from time to time in the Bond Proceeds Account any proceeds of the
sale of Bonds representing principal or premium or other amounts required to be deposited therein
pursuant to the General Resolution and any Supplemental Resolution and any other amounts determined
by the Corporation to be deposited therein from time to time. Upon the issuance, sale and delivery of
any Series of Bonds pursuant to the General Resolution, the Corporation shall establish on the books of
the Corporation a separate sub-account designated " Series Bond Proceeds Sub-
Account” (inserting therein the appropriate series and other necessary designation). Upon payment of
any amounts from the Bond Proceeds Account, such payments shall be charged to the appropriate Bond
Proceeds Sub-Account on the books of the Corporation.

Amounts in the Bond Proceeds Account shall be expended only (i) to finance one or more of the
Corporation Corporate Purposes, including but not limited to, the financing of Mortgage Loans, in
accordance with the General Resolution, which may include making Mortgage Loans, acquiring Mortgage
Loans or refinancing Mortgage Loans; (ii) to pay Costs of Issuance; (iii) to pay principal of and interest
on the Bonds when due, in accordance with the General Resolution, to the extent amounts in the Revenue
Account are insufficient for such purpose; (iv) to purchase or redeem Bonds in accordance with the
General Resolution; (v) to pay, purchase or redeem bonds, notes or other obligations of the Corporation
or any other entity in accordance with the General Resolution; and (vi) if so provided in a Supplemental
Resolution, to reimburse a Credit Facility Provider for amounts obtained under a Credit Facility for the
purposes described in clauses (iii), (iv) or (v) of this paragraph.

At least one day prior to each Interest Payment Date the Corporation shall deliver to the Trustee
a Certificate of an Authorized Officer setting forth the amounts necessary and available to pay the
principal of and interest on the Bonds from the amount on deposit in the Bond Proceeds Account, after
giving effect to the actual and expected application of amounts therein to the financing of the Corporation
Corporate Purposes as of the date of such Certificate, the amount on deposit for such use in the Revenue
Account, and any other amount available for such use pursuant to a Supplemental Resolution. On each
Interest Payment Date the Trustee shall transfer the amounts so stated to the Revenue Account.

If so provided in a Supplemental Resolution authorizing the issuance of a Series of Bonds, the
Corporation may direct the Trustee in writing to transfer amounts in the Bond Proceeds Account to fund
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the payment, purchase or redemption of bonds, notes or other obligations, which may include interest
thereon, theretofore issued by the Corporation or any other entity upon receipt by the Trustee of a written
requisition setting forth (i) the issue of bonds, notes or other obligations with respect to which the transfer
is to be made, and (ii) the amount of the transfer.

Revenue Account

The Corporation shall cause all Pledged Receipts to be deposited promptly with the Trustee in
the Revenue Account. There shall also be deposited in the Revenue Account any other amounts required
to be deposited therein pursuant to the General Resolution and any Supplemental Resolution. Earnings
on all Accounts established under the General Resolution not required to be deposited in the Rebate Fund
shall be deposited, as realized, in the Revenue Account.

The Trustee shall pay out of the Revenue Account (i) on or before each Interest Payment Date,
the amounts required for the payment of the Principal Installments, if any, and interest due on the
_Outstanding Bonds on such date, and (ii) on or before the Redemption Date or date of purchase, the
amounts required for the payment of accrued interest on Outstanding Bonds to be redeemed or purchased
on such date unless the payment of such accrued interest shall be otherwise provided for, and in each
such case, such amounts shall be applied by the Trustee to such payments; provided, however, that if,
pursuant to a Supplemental Resolution, amounts obtained under a Credit Facility are to be used to make
the payments referred to in this paragraph, then amounts in the Revenue Account which would have
otherwise been used to make such payments may be applied to reimburse the Credit Facility Provider for
the amounts so obtained, all in accordance with such Supplemental Resolution.

Any amount accumulated in the Revenue Account up to the unsatisfied balance of each Sinking
Fund Payment may, and if so directed in writing by the Corporation shall, be applied (together with
amounts accumulated in the Revenue Account with respect to interest on the Bonds for which such
Sinking Fund Payment was established) by the Trustee prior to the forty-fifth day preceding the due date
of such Sinking Fund Payment (i) to the purchase of Bonds of the maturity for which such Sinking Fund
Payment was established, at prices (including any brokerage and other charges) not exceeding the
Redemption Price plus accrued interest, or (ii) to the redemption of such Bonds, if then redeemable by
their terms, at the Redemption Prices referred to above; provided, however, that the purchase of such
Bonds may be at prices exceeding that set forth in clause (i) of this paragraph if the Corporation shall
have filed with the Trustee a Cash Flow Statement pursuant to the General Resolution, and provided
further, however, that if, pursuant to a Supplemental Resolution, amounts obtained under a Credit Facility
are to be used to make the purchases referred to in this paragraph, then amounts in the Revenue Account
which would have otherwise been used to make such purchases may be applied to reimburse the Credit
Facility Provider for the amounts so obtained, all in accordance with such Supplemental Resolution.

Except as otherwise provided in an applicable Supplemental Resolution, upon the purchase or
redemption of any Bond for which Sinking Fund Payments have been established from amounts in the
Revenue Account, an amount equal to the principal amount of the Bonds so purchased or redeemed shall
be credited toward the next Sinking Fund Payment thereafter to become due with respect to the Bonds
of such maturity and the amount of any excess of the amounts so credited over the amount of such
Sinking Fund Payment shall be credited by the Trustee against future Sinking Fund Payments in direct
chronological order, unless otherwise instructed in writing by an Authorized Officer at the time of such
purchase or redemption.

As soon as practicable after the forty-fifth day preceding the due date of any such Sinking Fund
Payment, the Trustee shall call for redemption on such due date, Bonds of the maturity for which such
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Sinking Fund Payment was established in such amount as shall be necessary to complete the retirement
of a principal amount of Bonds equal to the unsatisfied balance of such Sinking Fund Payment. The
Trustee shall so call such Bonds for redemption whether or not it then has monies in the Revenue
Account sufficient to pay the applicable Redemption Price thereof on the Redemption Date.

On each Interest Payment Date, the Trustee shall transfer from the Revenue Account (i) first, to
the Debt Service Reserve Account, an amount equal to the amount necessary to be transferred to such
Account in order that the amount on deposit therein be equal to the Debt Service Reserve Account
Requirement (or such lesser amount as may be available), (ii) second, to the Bond Proceeds Account,
such amount as the Corporation determines is required to finance Corporation Corporate Purposes, as
evidenced by a Certificate of an Authorized Officer, (iii) third, if so directed by the Corporation, to the
Trustee, an amount equal to the Trustee’s unpaid fees and expenses, (iv) fourth, if so directed by the
Corporation, to any Credit Facility Providers, an amount equal to any fees due and owing to such Credit
Facility Providers, (v) fifth, to the Corporation, an amount equal to the administrative fee, if any, of the
Corporation, to the extent unpaid and (vi) sixth, to the entities providing Investment Securities with
respect to the Accounts or any arrangements or agreements with respect thereto, amounts equal to the
‘fees due and payable on or before the next succeeding Interest Payment Date to such entities, as
designated in a Certificate of an Authorized Officer. At any time after the transfers described in (i), (ii),
(iii), (iv), (v) and (vi) above have been made, except as otherwise provided in a Supplemental Resolution,
the Corporation may, upon the written request of an Authorized Officer and upon filing with the Trustee
of a Cash Flow Statement or a Cash Flow Certificate pursuant to the General Resolution, withdraw free
and clear of the lien of the General Resolution any amount remaining in the Revenue Account.

Notwithstanding any other provision under this heading, the Trustee may at any time make
transfers from the Revenue Account, upon the written direction of an Authorized Officer, to the
Redemption Account for the purposes of such Account. No such transfer shall be made, however, unless
there is on deposit in the Revenue Account after such transfer an amount equal to the Debt Service
accrued on all Outstanding Bonds as of the date of such transfer.

Notwithstanding any other provision under this heading, no payments shall be required to be
made into the Revenue Account so long as the amount on deposit therein shall be sufficient to pay all
Outstanding Bonds (including the Sinking Fund Payments for the retirement thereof) in accordance with
their terms, and any Revenues thereafter received by the Corporation may be applied to any corporate
purpose of the Corporation free and clear of the pledge and lien of the General Resolution.

Redemption Account

There shall be deposited in the Redemption Account all amounts which are required to be
deposited therein pursuant to the General Resolution and any Supplemental Resolution and any other
amounts available therefor and determined by the Corporation to be deposited therein. Subject to the
provisions of the General Resolution or of any Supplemental Resolution authorizing the issuance of a
Series of Bonds, requiring the application thereof to the payment, purchase or redemption of any
particular Bonds, the Trustee shall apply any amounts deposited in the Redemption Account to the
purchase or redemption of Bonds at the times and in the manner provided in the General Resolution.

Notwithstanding anything to the contrary contained in the General Resolution, if, pursuant to a
Supplemental Resolution, amounts obtained under a Credit Facility are to be used to purchase or redeem
Bonds, then amounts in the Redemption Account which would otherwise have been used for such
purposes may be applied to reimburse the Credit Facility Provider for the amounts so obtained, all in
accordance with such Supplemental Resolution.
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Debt Service Reserve Account

There shall be deposited in the Debt Service Reserve Account all amounts required to be
deposited therein pursuant to the General Resolution and any Supplemental Resolunon and any other
amounts received and determined to be deposited therein by the Corporation.

Amounts on deposit in the Debt Service Reserve Account shall be applied, to the extent other
funds are not available therefor pursuant to the General Resolution and the applicable Supplemental
Resolution, to pay the Principal Installments of and interest on the Outstanding Bonds when due, whether
by call for redemption or otherwise.

Whenever the amount in the Debt Service Reserve Account exceeds the Debt Service Reserve
Account Requirement, the amount of such excess, upon the direction of the Corporation, shall be
transferred to the Revenue Account.

. Monies in the Debt Service Reserve Account may, and at the direction of the Corporation shall,
be withdrawn by the Trustee and deposited in the Redemption Account for the purchase or redemption
of Bonds at any time, provided that subsequent to such purchase or redemption the amount in the Debt
Service Reserve Account will not be less than the Debt Service Reserve Account Requirement.

If on any Interest Payment Date or Redemption Date for the Bonds the amount in the Revenue
Account and the Redemption Account, as applicable, shall be less than the amount required for the
payment of the Principal Installments and interest due on the Outstanding Bonds on such date, the Trustee
shall apply amounts from the Debt Service Reserve Account to the extent necessary to make good the
deficiency.

Notwithstanding anything to the contrary contained in the General Resolution, if, pursuant to a
Supplemental Resolution, amounts obtained under a Credit Facility are to be used to pay the Principal
Installments of and interest on Bonds, then amounts in the Debt Service Reserve Account which would
otherwise have been used for such purposes may be applied to reimburse the Credit Facility Provider for
the amounts so obtained, all in accordance with such Supplemental Resolution.

With respect to the 1996 Series A Bonds and the 1998 Series A Bonds, the Fifth Supplemental
Resolution and the 1998 Series A Supplemental Resolution each provide that, notwithstanding anything
to the contrary contained in the General Resolution, the Corporation may, at any time, provide to the
Trustee one or more Cash Equivalents for deposit in the Debt Service Reserve Account with respect to
such Bonds. In the event any such Cash Equivalents are so provided, the Trustee shall make such deposit
and transfer funds in an equivalent amount from the Debt Service Reserve Account to the Revenue
Account.

Rebate Fund

The General Resolution also establishes the Rebate Fund as a special trust account to be held and
maintained by the Trustee. Except as otherwise provided in a Supplemental Resolution with respect to
an Account established thereunder which is not pledged to the payment of the Bonds or to any Credit
Facility Provider in connection with a Credit Facility securing one or more Series of Bonds, earnings on
all Accounts required to be deposited into the Rebate Fund shall be deposited, at least as frequently as
the end of each fifth Bond Year and at the time that the last Bond that is part of the Series for which a
‘Rebate Amount is required is discharged, into the Rebate Fund.
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The Rebate Fund and the amounts deposited therein shall not be subject to a security interest,
pledge, assignment, lien or charge in favor of the Trustee or any Bond owner or any other person other
than as set forth in the General Resolution.

The Trustee, upon the receipt of a certification of the Rebate Amount from an Authorized Officer,
shall deposit in the Rebate Fund at least as frequently as the end of each fifth Bond Year and at the time
that the last Bond that is part of the Series for which a Rebate Amount is required is discharged, an
amount such that the amount held in the Rebate Fund after such deposit is equal to the Rebate Amount
calculated as of such time of calculation. The amount deposited in the Rebate Fund pursuant to the
previous sentence shall be deposited from amounts withdrawn from the Revenue Account, and to the
extent such amounts are not available in the Revenue Account, directly from earnings on the Accounts.

Amounts on deposit in the Rebate Fund shall be invested in the same manner as amounts on
deposit in the Accounts, except as otherwise specified by an Authorized Officer to the extent necessary
to comply with the covenant set forth in the General Resolution, and except that the income or interest

earned and gains realized in excess of losses suffered by the Rebate Fund due to the investment thereof
 shall be deposited in or credited to the Rebate Fund from time to time and reinvested.

In the event that, on any date of calculation of the Rebate Amount, the amount on deposit in the
Rebate Fund exceeds the Rebate Amount, the Trustee, upon the receipt of written instructions from an
Authorized Officer, shall withdraw such excess amount and deposit it in the Revenue Account.

The Trustee, upon the receipt of written instructions and certification of the Rebate Amount from
an Authorized Officer, shall pay to the United States; out of amounts in the Rebate Fund, (i) not less
frequently than once each five (5) years after the date of original issuance of each Series for which a
Rebate Amount is required, an amount such that, together with prior amounts paid to the United States,
the total paid to the United States is equal to 90% of the Rebate Amount with respect to each Series for
- which a Rebate Amount is required as of the date of such payment, and (ii) notwithstanding the
provisions of the General Resolution, not later than sixty (60) days after the date on which all Bonds of
a Series for which a Rebate Amount is required have been paid in full, 100% of the Rebate Amount as
of the date of payment.

Payment of Bonds

The Corporation covenants that it will duly and punctually pay or cause to be paid, as provided
in the General Resolution, the principal or Redemption Price of every Bond and the interest thereon, at
the dates and places and in the manner stated in the Bonds, according to the true intent and meaning
thereof and shall duly and punctually pay or cause to be paid all Sinking Fund Payments, if any,
becoming payable with respect to any of the Bonds.

Tax Covenants

The following covenants are made solely for the benefit of the owners of, and shall be applicable
solely to, any Bonds as designated in a Supplemental Resolution, to which the Corporation intends that
the following covenants shall apply.

The Corporation shall at all times do and perform all acts and things necessary or desirable in
order to assure that interest paid on the Bonds shall be excluded from gross income for Federal income
tax purposes, except in the event that the owner of any such Bond is a "substantial user" of the facilities
financed by the Bonds or a "related person" within the meaning of the Code.
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The Corporation shall not permit at any time or times any of the proceeds of the Bonds or any
other funds of the Corporation to be used directly or indirectly to acquire any securities or obligations
or other investment property, the acquisition of which would cause any Bond to be an "arbitrage bond"
as defined in Section 148(a) of the Code.

Except as otherwise permitted in a Supplemental Resolution authorizing the issuance of a Series
of Bonds the Corporation shall not permit any person or "related person” (as defined in the Code) to
purchase Bonds in an amount related to the Mortgage Loan to be acquired by the Corporation from such
person or "related person.”

Pursuant to the provisions of the 1998 Series A Supplemental Resolution, the Corporation has
designated the 1998 Series A Bonds as Bonds to which the Corporation intends the provisions under this
heading to not apply.

Covenants with Respect to Mortgage Loans

The Corporation pledges for the benefit of the Bond owners all of its right, title and interest in
and to the Mortgage Loans, which pledge shall be valid and binding from and after the date of adoption
of the General Resolution. Such Mortgage Loans shall immediately be subject to the lien of such pledge
without any physical delivery thereof or further act, and the lien of such pledge shall be valid and binding
as against all parties having claims of any kind in tort, contract or otherwise against the Corporation,
irrespective of whether such parties have notice thereof. Notwithstanding anything to the contrary
contained in the General Resolution, the Corporation may, pursuant to a Supplemental Resolution
authorizing a Series of Bonds, (i) also pledge one or more Mortgage Loans for the benefit of one or more
Credit Facility Providers who have provided Credit Facilities to secure such Series of Bonds and such
further pledge may be either on a parity with or subordinate to the pledge set forth in this paragraph to
secure the payment of the Bonds, all as set forth in such Supplemental Resolution or (ii) provide that any
or all of the mortgage loans financed by the Series of Bonds authorized pursuant to such Supplemental
Resolution be excluded from the pledge set forth in this paragraph to secure the payment of the Bonds
or otherwise limit such pledge with respect to such mortgage loans. In addition, notwithstanding the
foregoing, any Mortgage Loan pledged under the General Resolution may, at the written direction of the
Corporation, be released from such pledge upon the filing with the Trustee of a Cash Flow Statement
pursuant to the General Resolution. Upon the happening of an event of default specified under the
heading "Events of Default," the written request of the Trustee or the owners of not less than twenty-five
per centum (25%) in principal amount of the Outstanding Bonds (other than Subordinate Bonds), the
Corporation shall effectuate the assignment and deliver the Mortgage Loans to the Trustee. If, however,
the Trustee and the Bond owners are restored to their positions in accordance with the General
Resolution, the Trustee shall assign such Mortgage Loans with respect thereto back to the Corporation.

Pursuant to the terms of the Fifth Supplemental Resolution, with respect to the 1996 Series A
Mortgage Loans subsidized through Section 236, any such assignment or reassignment of such Mortgage
Loans shall be effected in accordance with all applicable HUD regulations and requirements so as not to
Jeopardize the payment of any Federal subsidy benefits pursuant to Section 236 of the National Housing
Act.

In order to pay the Principal Installments of and interest on the Bonds when due, the Corporation
shall, except as otherwise provided in a Supplemental Resolution authorizing the issuance of a Series of
Bonds, from time to time, with all practical dispatch and in a sound and economical manner consistent
in all respects with the Act, any other applicable law, the provisions of the General Resolution and sound
banking practices and principles, (i) use and apply the proceeds of the Bonds, to the extent not reasonably
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or otherwise required for other purposes of the kind permitted by the General Resolution, to finance the
Corporation Corporate Purposes pursuant to the Act, any other applicable law and the General Resolution
and any applicable Supplemental Resolution, (ii) do all such acts and things as shall be necessary to
receive and collect Revenues (including diligent enforcement of the prompt collection of all arrears on
Mortgage Loans), (iii) diligently enforce, and take all steps, actions and proceedings reasonably necessary
in the judgment of the Corporation to protect its rights with respect to or to maintain any insurance on
Mortgage Loans or any subsidy payments in connection with the Projects securing the Mortgage Loans
or the occupancy thereof and to enforce all terms, covenants and conditions of the Mortgage Loans,
including the collection, custody and prompt application of all Escrow Payments for the purposes for
which they were made.

Pursuant to the Fifth Supplemental Resolution, with respect to the 1996 Series A Mortgage Loans,
and pursuant to the 1998 Series A Supplemental Resolution, with respect to the 1998 Series A Mortgage
Loans, the following additional provisions shall apply:

(1) The Corporation shall take all steps, actions and proceedings reasonably necessary, in the
“judgment of the Corporation, to protect its rights with respect to the Mortgages securing such Mortgage
Loans.

) Whenever, in the Corporation’s judgment, it shall be necessary in order to protect and
enforce the rights of the Corporation under a Mortgage securing a 1996 Series A Mortgage Loan or a
1998 Series A Mortgage Loan, as the case may be, and to protect and enforce the rights and interests of
Bondholders, the Corporation may, in its discretion, commence foreclosure proceedings against each
Mortgagor in default under the provisions of such Mortgage and/or, in protection and enforcement of its
rights under such Mortgage, the Corporation may, in its discretion, acquire and take possession of the
Project covered by such Mortgage by bidding for and purchasing such Project at the foreclosure sale
thereof, by deed in lieu of foreclosure or otherwise.

3) Upon acquisition by the Corporation of a Project securing a 1996 Series A Mortgage
Loan or a 1998 Series A Mortgage Loan, as the case may be, by foreclosure, deed in lieu of foreclosure
or otherwise, and so long as the Corporation shall have title thereto or be in possession thereof, the
Corporation shall, as the case may be, operate and administer such Project in the place and stead of the
Mortgagor and in the manner required of such Mortgagor by the terms and provisions of such Mortgage.

The Corporation shall pay the Acquired Project Net Operating Income derived from such
Acquired Project to the Trustee for deposit into the Revenue Fund.

4) Notwithstanding the provisions of paragraph (3) above, upon acquisition by the
Corporation of a Project securing a 1996 Series A Mortgage Loan or a 1998 Series A Mortgage Loan,
as the case may be, whether by foreclosure, deed in lieu of foreclosure or otherwise:

(a) The Corporation may at any time thereafter sell such Project to another
qualified entity and make a Mortgage Loan with respect thereto as if such entity were the
original Mortgagor, provided that (i) the Mortgage securing such a Mortgage Loan shall
contain the terms, conditions, provisions and limitations substantially similar to the
Mortgage of such Project which had previously secured the related 1996 Series A
Mortgage Loan or 1998 Series A Mortgage Loan, (ii) said new Mortgage Loans shall
automatically become subject to the lien of the General Resolution and (iii) the
Corporation shall file with the Trustee a Certificate of an Authorized Officer describing
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said replacement Mortgage Loan and specifying which 1996 Series A Mortgage Loan or
1998 Series A Mortgage Loan has been so replaced; or

(b) The Corporation may at any time thereafter sell such Project provided
that the proceeds of such sale shall be treated as a Recovery of Principal.

5) In addition, and as an alternative to the rights of the Corporation described above,
following a default under a 1996 Series A Mortgage Loan or a 1998 Series A Mortgage Loan, as the case
may be, the Corporation may, in its discretion, cause or consent to the sale of a Project to another
qualified entity and, in connection with any such sale (a) allow the purchaser to assume the related
Mortgage, or (b) make a Mortgage Loan with respect thereto as if such entity were the original
Mortgagor, if such sale shall occur after the original Mortgage shall have been discharged, provided,
however, that (i) the Mortgage securing such a Mortgage Loan shall contain the terms, conditions,
provisions and limitations substantially similar to the Mortgage of such Project which had previously
secured the related 1996 Series A Mortgage Loan or 1998 Series A Mortgage Loan, (ii) said new
Mortgage Loan shall automatically become subject to the lien of the General Resolution and (iii) the

* Corporation shall file with the Trustee a Certificate of an Authorized Officer describing said replacement
Mortgage Loan and specifying which 1996 Series A Mortgage Loan or 1998 Series A Mortgage Loan
has been so replaced. :

6) To the extent permitted by law, any rights of the Corporation set forth in (1) - (5) above
may be exercised by a subsidiary of the Corporation established pursuant to Section 654-a of the Act.

Pursuant to the Ninth Supplemental Resolution, with respect to the 1998 Series A Mortgage
Loans, in addition, and as a further alternative to the rights of the Corporation described in (1) - (6)
above, following a default under a 1998 Series A Mortgage Loan, the Corporation may, in its discretion,
obtain amounts under any letter of credit or other credit enhancement securing such 1998 Series A
Mortgage Loan or under any agreement entered into by the Corporation and the provider of such letter
of credit or other credit enhancement in connection with the providing of such letter of credit or credit
enhancement, in accordance with the terms thereof; provided that if the Corporation obtains funds in an
amount equal to the outstanding principal balance of such 1998 Series A Mortgage Loan, plus the lesser
of (i) accrued interest thereon or (ii) the maximum amount available with respect to accrued interest
thereon, pursuant to any such letter of credit, credit enhancement or other agreement, the Corporation
shall immediately assign such 1998 Series A Mortgage Loan to or upon the order of the provider thereof
free and clear of the lien of the General Resolution.

Issuance of Additional Obligations

The Corporation shall not hereafter create or permit the creation of or issue any obligations or
create any indebtedness which will be secured by a superior charge and lien on the Revenues and assets
pledged under or pursuant to the General Resolution for the payment of the Bonds (other than Subordinate
Bonds). In addition, the Corporation shall not hereafter create or permit the creation of or issue any
obligations or create any additional indebtedness (other than additional Bonds and except as expressly
permitted by the General Resolution with respect to pledges made for the benefit of Credit Facility
Providers) which will be secured by an equal charge and lien on the Revenues and assets pledged under
or pursuant to the General Resolution. The Corporation expressly reserves the right (i) to issue one or
more Series of Subordinate Bonds pursuant to Supplemental Resolutions and (ii) to issue one or more
series of bonds, notes or other obligations pursuant to other resolutions which will be secured by a
subordinate charge and lien on the Revenues and assets pledged under the General Resolutjon.
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Sale of Mortgage Loans

The Corporation is authorized to sell, assign or otherwise dispose of a Mortgage Loan, in addition
to a sale, assignment or disposition required pursuant to the General Resolution or any applicable
Supplemental Resolution, provided the proceeds of such sale, assignment or disposition shall be treated
as Recoveries of Principal for purposes of the General Resolution and provided, further, that, with respect
to any Mortgage Loan not in default, a Cash Flow Statement is filed with the Trustee.

Disposition of Recoveries of Principal

All Recoveries of Principal shall be deposited in the Redemption Account and applied to the
redemption of Bonds as soon as practically possible; provided, however, that, except as otherwise
provided in a Supplemental Resolution authorizing the issuance of a Series of Bonds, in lieu of such
deposit, the Corporation may, upon filing a Cash Flow Statement, direct the Trustee to deposit all or a
portion of any such Recoveries of Principal in the Bond Proceeds Account or the Revenue Account.

Powers of Amendment

Any modification of or amendment to the provisions of the General Resolution and of the rights
and obligations of the Corporation and of the owners of the Bonds may be made by a Supplemental
Resolution, with the written consent (given as provided in the General Resolution), (i) of the owners of
at least two-thirds in principal amount of the Bonds Outstanding at the time such consent is given, (ii) in
case less than all of the Bonds then Outstanding are affected by the modification or amendment, of the
owners of at least two-thirds in principal amount of the Bonds so affected and Outstanding at the time
such consent is given, and (iii) in case the modification or amendment changes the terms of any Sinking
Fund Payment, of the owners of at least two-thirds in principal amount of the Bonds of the particular
Series and maturity entitled to such Sinking Fund Payment and Outstanding at the time such consent is
given; provided, however, that in addition to the foregoing and notwithstanding anything to the contrary
contained in the General Resolution, any modification of or amendment to a Supplemental Resolution
authorizing the issuance of a Series of Bonds and of the rights and obligations of the Corporation and of
the owners of the Bonds of such Series thereunder, in any particular, may, if no Bonds other than the
Bonds of such Series are affected by the modification or amendment, be made by a Supplemental
Resolution, but only, in the event such Supplemental Resolution shall require the consent of Bond owners,
with the written consent given as provided in the General Resolution, of at least two-thirds in principal
amount of the Bonds of such Series Outstanding at the time such consent is given. If any such
modification or amendment will not take effect so long as any Bonds of any specified Series and maturity
remain Outstanding however, the consent of the owners of such Bonds shall not be required and such
Bonds shall not be deemed to be Outstanding for the purpose of any calculation of Outstanding Bonds
under this paragraph. No such modification or amendment shall permit a change in the terms of
redemption or maturity of the principal of any Outstanding Bond or of any installment of interest thereon
or a reduction in the principal amount or the Redemption Price thereof or in the rate of interest thereon
without the consent of the owner of such Bond, or shall reduce the percentages or otherwise affect the
classes of Bonds the consent of the owners of which is required to effect any such modification or
amendment, or shall change or modify any of the rights or obligations of the Trustee without its written
assent thereto.

The Corporation may adopt, without the consent of any owners of the Bonds, Supplemental
Resolutions to, among other things, provide limitations and restrictions in addition to the limitations and
restrictions contained in the General Resolution on the issuance of other evidences of indebtedness; add
to the covenants and agreements of limitations and restrictions on, the Corporation’s other covenants and
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agreements or limitations and restrictions which are not contrary to or inconsistent with the General
Resolution; surrender any right, power or privilege of the Corporation under the General Resolution, but

“only if the surrender is not contrary to or inconsistent with the covenants and agreements of the
Corporation contained in the General Resolution; confirm any pledge under the General Resolution of
the Revenues or of any other revenues or assets; modify any of the provisions of the General Resolution
in any respect whatever (but no such modification shall be effective until all Bonds theretofore issued are
no longer Outstanding); provide for the issuance of Bonds in coupon form payable to bearer; authorize
the issuance of a Series of Bonds and prescribe the terms and conditions thereof; cure any ambiguity or
correct any defect or inconsistent provision in the General Resolution (provided that the Trustee shall
consent thereto); comply with the Code; pledge under the General Resolution any additional collateral
as further security for the Bonds or specific Series of Bonds, including, but not limited to, additional
Mortgage Loans or other assets or revenues; appoint a trustee (other than the Trustee) with respect to any
Subordinate Bonds; or make any additions, deletions or modifications to the General Resolution which,
in the opinion of the Trustee, are not materially adverse to the interests of the Bond owners.

Events of Default

Each of the following events shall constitute an "Event of Default" with respect to the Bonds:
(1) payment of the principal or Redemption Price, if any, of or interest on any Bond when and as the
same shall become due, whether at maturity or upon call for redemption or otherwise, shall not be made
when and as the same shall become due; or (2) the Corporation shall fail or refuse to comply with the
provisions of the General Resolution or shall default in the performance or observance of any of the
covenants, agreements or conditions on its part contained therein or in any applicable Supplemental
Resolution or the Bonds, and such failure, refusal or default shall continue for a period of forty-five days
after written notice thereof by the Trustee or the owners of not less than 5% in principal amount of the
Outstanding Bonds (other than Subordinate Bonds).

.Remedies

Upon the happening and continuance of any Event of Default specified in clause (1) of the
preceding paragraph, the Trustee shall proceed, or upon the happening and continuance of any Event of
Default specified in clause (2) of the preceding paragraph, the Trustee may proceed and, upon the written
request of the owners of not less than 25% in principal amount of the Outstanding Bonds (other than
Subordinate Bonds), shall proceed, in its own name, subject to the provisions of the General Resolution,
to protect and enforce the rights of the Bond owners by such of the following remedies, as the Trustee,
being advised by counsel, shall deem most effectual to protect and enforce such rights: (1) by mandamus
or other suit, action or proceeding at law or in equity, to enforce all rights of the Bond owners, including
the right to require the Corporation to receive and collect Revenues adequate to carry out the covenants
and agreements as to the Mortgage Loans and to require the Corporation to carry out any other covenants
or agreements with such Bond owners, including the assignment of the Mortgage Loans, and to perform
its duties under the Act; (2) by bringing suit upon the Bonds; (3) by action or suit in equity, to require
the Corporation to account as if it were the trustee of an express trust for the owners of the Bonds; (4) by
action or suit in equity to enjoin any acts or things which may be unlawful or in violation of the rights
of the owners of the Bonds; (5) by declaring all Outstanding Bonds due and payable (provided that with
respect to an Event of Default specified in clause (2) of the preceding paragraph, no such declaration shall
be made without the consent of the owners of 100% in principal amount of the Outstanding Bonds (other
than Subordinate Bonds)), and if all defaults shall be cured, then, with the written consent of the owners
of not less than 25% in principal amount of the Outstanding Bonds (other than Subordinate Bonds), by
annulling such declaration and its consequences; or (6) in the event that all Outstanding Bonds are
declared due and payable, by selling Mortgage Loans and any Investment Securities securing such Bonds.
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In the enforcement of any rights and remedies under the General Resolution, the Trustee shall
be entitled to sue for, enforce payment of and receive any and all amounts then or during any default
becoming, and at any time remaining, due and unpaid from the Corporation for principal, Redemption
Price, interest or otherwise, under any provisions of the General Resolution or a Supplemental Resolution
or of the Bonds with interest on overdue payments at the rate of interest specified in such Bonds, together
with any and all costs and expenses of collection and of all proceedings thereunder and under such Bonds,
without prejudice to any other right or remedy of the Trustee or of the Bond owners, and to recover and
enforce a judgment or decree against the Corporation for any portion of such amounts remaining unpaid,
with interest, costs and expenses (including without limitation pre-trial, trial and appellate attorneys’ fees),
and to collect from any monies available for such purpose, in any manner provided by law, the monies
adjudged or decreed to be payable.

Anything in the General Resolution to the contrary notwithstanding, the owners of the majority
in principal amount of the Bonds then Outstanding (other than Subordinate Bonds) shall have the right,
by an instrument or concurrent instruments in writing executed and delivered to the Trustee, to direct the
method of conducting all remedial proceedings to be taken by the Trustee under the General Resolution,

“ provided that such direction shall not be otherwise than in accordance with law or the provisions of the
General Resolution, and that the Trustee shall have the right to decline to follow any such direction which
in the opinion of the Trustee would be unjustly prejudicial to Bond owners not parties to such direction.

No owner of any Bond shall have any right to institute any suit, action, mandamus or other
proceeding in equity or at law under the General Resolution, or for the protection or enforcement of any
right under the General Resolution unless such owner shall have given to the Trustee written notice of
the Event of Default or breach of duty on account of which such suit, action or proceeding is to be taken,
and unless the owners of not less than 25% in principal amount of the Bonds then Outstanding (other than
Subordinate Bonds) shall have made written request of the Trustee after the right to exercise such powers
or right of action, as the case may be, shall have occurred, and shall have afforded the Trustee a
reasonable opportunity either to proceed to exercise the powers in the General Resolution granted or
granted under the law or to institute such action, suit or proceeding in its name and unless, also, there
shall have been offered to the Trustee reasonable security and indemnity against the costs, expenses
(including legal fees and expenses) and liabilities to be incurred therein or thereby, and the Trustee shall
have refused or neglected to comply with such request within a reasonable time. Nothing contained in
the General Resolution shall affect or impair the right of any Bond owner to enforce the payment of the
principal of and interest on such owner’s Bonds, or the obligation of the Corporation to pay the principal
of and interest on each Bond issued under the General Resolution to the owner thereof at the time and
place in said Bond expressed.

Unless remedied or cured, the Trustee shall give to the Bond owners notice of each Event of
Default under the General Resolution known to the Trustee within ninety days after actual knowledge by
the Trustee of the occurrence thereof. However, except in the case of default in the payment of the
principal or Redemption Price, if any, of or interest on any of the Bonds, or in the making of any
payment required to be made into the Bond Proceeds Account, the Trustee may withhold such notice if
it determines that the withholding of such notice is in the interest of the Bond owners.

Priority of Payments After Default

In the event that upon the happening and continuance of any Event of Default the funds held by
the Trustee shall be insufficient for the payment of the principal or Redemption Price, if any, of and
interest then due on the Bonds affected, such funds (other than funds held for the payment or redemption
of particular Bonds which have theretofore become due at maturity or by call for redemption) and any
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other amounts received or collected by the Trustee acting pursuant to the Act and the General Resolution,
after making provision for the payment of any expenses necessary in the opinion of the Trustee to protect
the interest of the owners of such Bonds and for the payment of the charges and expenses and liabilities
incurred and advances made by the Trustee in the performance of its duties under the General Resolution,
shall be applied as follows:

(€))] Unless the principal of all of such Bonds shall have become or have been declared
due and payable:

FIRST: To the payment to the persons entitled thereto of all installments of
interest then due (other than with respect to Subordinate Bonds) in the order of the
maturity of such installments, and, if the amount available shall not be sufficient to pay
in full any installment, then to the payment thereof ratably, according to the amounts due
on such installment, to the persons entitled thereto, without any discrimination or
preference,

SECOND: To the payment to the persons entitled thereto of the unpaid principal
or Redemption Price of any such Bonds (other than Subordinate Bonds) which shall have
become due, whether at maturity or by call for redemption, in the order of their due
dates and, if the amounts available shall not be sufficient to pay in full all the Bonds
(other than Subordinate Bonds) due on any date, then to the payment thereof ratably,
according to the amounts of principal or Redemption Price, if any, due on such date, to
the persons entitled thereto, without any discrimination or preference,

THIRD: To the payment to the persons entitled thereto of all installments of
interest then due with respect to Subordinate Bonds in the order of the maturity of such
installments, and, if the amount available shall not be sufficient to pay in full any
installment, then to the payment thereof ratably, according to the amounts due on such
installment, to the persons entitled thereto, without any discrimination or preference, and

FOURTH: To the payment to the persons entitled thereto of the unpaid principal
or Redemption Price of any Subordinate Bonds which shall have become due, whether
at maturity or by call for redemption, in the order of their due dates and, if the amounts
available shall not be sufficient to pay in full all the Subordinate Bonds due on any date,
then to the payment thereof ratably, according to the amounts of principal or Redemption
Price, if any, due on such date, to the persons entitled thereto, without any discrimination
or preference. :

) If the principal of all such Bonds shall have become or have been declared due
and payable, first to the payment of the principal and interest then due and unpaid upon such
Bonds (other than Subordinate Bonds) without preference or priority of principal over interest or
of interest over principal, or of any installment of interest over any other installment of interest,
or of any such Bond (other than Subordinate Bonds) over any other such Bond (other than
Subordinate Bonds), ratably, according to the amounts due respectively for principal and interest,
to the persons entitled thereto without any discrimination or preference except as to any difference
in the respective rates of interest specified in such Bonds (other than Subordinate Bonds), and
second, to the payment of the principal and interest then due and unpaid upon the Subordinate
Bonds without preference or priority of principal over interest or of interest over principal, or
of any installment of interest over any other installment of interest, or of any such Subordinate
Bond over any other such Subordinate Bond, ratably, according to the amounts due respectively
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for principal and interest, to the persons entitled thereto without any discrimination or preference
except as to any difference in the respective rates of interest specified in such Subordinate Bonds.

Defeasance

If the Corporation shall pay or cause to be paid to the owners of all Bonds then Outstanding the
principal and interest and Redemption Price, if any, to become due thereon, at the times and in the
manner stipulated therein and in the General Resolution, then the pledge of any Revenues and other
monies, securities, funds and property pledged by the General Resolution and all other rights granted by
the General Resolution shall be discharged and satisfied.

Bonds or interest installments for the payment or redemption of which monies shall have been
set aside and shall be held in trust by the Trustee (through deposit by the Corporation of funds for such
payment or redemption or otherwise) at the maturity or Redemption Date thereof shall be deemed to have
been paid within the meaning and with the effect expressed in the above paragraph. Except as otherwise

. provided in a Supplemental Resolution authorizing the issuance of a Series of Bonds, all Outstanding
Bonds of any Series shall, prior to the maturity or Redemption Date thereof, be deemed to have been paid
within the meaning and with the effect expressed in the above paragraph if: (i) in case any of said Bonds
are to be redeemed on any date prior to their maturity, the Corporation shall have given to the Trustee
in form satisfactory to it irrevocable instructions to give as provided in the General Resolution notice of
redemption on said date of such Bonds, (ii) there shall have been set aside and shall be held in trust by
the Trustee (through deposit by the Corporation of funds for such payment or redemption or otherwise)
either (a) monies in an amount which shall be sufficient, or (b) Government Obligations or (c) obligations
(1) validly issued by or on behalf of a state or political subdivision thereof, (2) the interest on which is
excluded from gross income for federal income taxation purposes pursuant to Section 103(a) of the Code
and (3) fully secured by a first lien on Government Obligations, the principal of and the interest on which
when due will provide monies which, together with the monies, if any, deposited with the Trustee at the
same time, shall be sufficient to pay when due the principal or Redemption Price, if any, 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, and (iii) in the event said Bonds are not by their terms subject to redemption within the
next succeeding sixty days, the Corporation shall have given the Trustee in form satisfactory to it
irrevocable instructions to give by mail, as soon as practicable, notice to the owners of such Bonds that
the deposit required by this subsection has been made with the Trustee and that said Bonds are deemed
to have been paid in accordance with the General Resolution and stating such maturity or Redemption
Date upon which monies are to be available for the payment of the principal or Redemption Price, if any,
on said Bonds. To the extent required for the payment of the principal or Redemption Price, if
applicable, of and interest on said Bonds, neither monies deposited with the Trustee pursuant to the
General Resolution nor principal or interest payments on any such Government Obligations or obligations
described in clause (c) above and deposited with the Trustee pursuant to the General Resolution shall be
withdrawn or used for any purpose other than, and shall be held in trust for, the payment of the principal
or Redemption Price, if any, of and interest on said Bonds; provided that any cash received from such
principal or interest payments on such Government Obligations or obligations described in clause (c)
above and deposited with the Trustee pursuant to the General Resolution, if not then needed for such
purpose, shall, to the extent practicable, be reinvested in obligations described in clauses (b) or (c) above
maturing at times and in amounts sufficient to pay when due the principal or Redemption Price, if any,
of and interest to become due on said Bonds on and prior to such Redemption Date or maturity date
thereof, as the case may be, and, if not required for the payment of such Bonds, any monies deposited
with the Trustee pursuant to the General Resolution and principal and interest payments on the obligations
described in clauses (b) or (c) above shall be paid over to the Corporation, as received by the Trustee,
free and clear of any trust, lien or pledge. The Trustee may sell, transfer or otherwise dispose of the
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obligations described in clauses (b) and (c) above deposited with the Trustee pursuant to the General
Resolution; provided that the amounts received upon any such sale, transfer or other disposition, or a
portion of such amounts, shall be applied to the purchase of other obligations described in clauses (b) and
(c) above, the principal of and the interest on which when due will provide monies which, together with
the monies on deposit with the Trustee, shall be sufficient to pay when due the principal 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, in accordance with the General Resolution.

Amounts held by the Trustee for the payment of principal or Redemption Price of, or interest on,
Bonds held by particular Bond owners with respect to which no claim for payment has been made shall
be disposed of as provided by applicable law, or if there shall be no such applicable law, shall be
returned to the Corporation three years after the date on which payment of such amounts would have been
due.

RATINGS

Standard & Poor’s Ratings Services ("S&P") and Moody’s Investors Service, Inc. ("Moody’s")
have assigned the 1998 Series A Bonds ratings of "AA" and "Aa2," respectively. Ratings were applied
for by the Corporation and certain information was supplied by the Corporation to such rating agencies
to be considered in evaluating the 1998 Series A Bonds. Such ratings reflect only the respective views
of such rating agencies, and an explanation of the significance of such ratings may be obtained only from
the rating agency furnishing the same. There is no assurance that either or both of such ratings will be
retained for any given period of time or that the same will not be revised downward or withdrawn
entirely by the rating agency furnishing the same if, in its judgment, circumstances so warrant. Any such
downward revision or withdrawal of such ratings, or either of them, may have an adverse effect on the
market price of the 1998 Series A Bonds.

AGREEMENT OF THE STATE

Section 657 of the Act provides that the State pledges to and agrees with the holders of
obligations of the Corporation, including owners of the 1998 Series A Bonds, that it will not limit or alter
the rights vested by the Act in the Corporation to fulfill the terms of any agreements made with the
owners of the 1998 Series A Bonds, or in any way impair the rights and remedies of such owners until
the 1998 Series A Bonds, together with the interest thereon, with interest on any unpaid installments of
interest, and all costs and expenses in connection with any action or proceeding by or on behalf of such
owners of the 1998 Series A Bonds, are fully met and discharged.

TAX MATTERS

In the opinion of Bond Counsel, interest on the 1998 Series A Bonds is included in gross income
for Federal income tax purposes pursuant to the Internal Revenue Code of 1986, as amended.

In the opinion of Bond Counsel, under existing statutes, interest on the 1998 Series A Bonds is

exempt from personal income taxes imposed by the State of New York or any political subdivision thereof
(including The City of New York).

-56-



NO LITIGATION

At the time of delivery and payment for the 1998 Series A Bonds, the Corporation will deliver,
or cause to be delivered, a certificate of the Corporation stating that there is no controversy or litigation
of any nature now pending or threatened restraining or enjoining the issuance, sale, execution or delivery
of the 1998 Series A Bonds, or in any way contesting or affecting the validity of the 1998 Series A Bonds
or any proceedings of the Corporation taken with respect to the issuance or sale thereof or the application
of the proceeds thereof as contemplated by this Private Placement Memorandum or the pledge or
application of any monies or security provided for the payment of the 1998 Series A Bonds or the
existence or powers of the Corporation.

CERTAIN LEGAL MATTERS

All legal matters incident to the authorization, issuance, sale and delivery of the 1998 Series A
_Bonds by the Corporation are subject to the approval of Hawkins, Delafield & Wood, New York, New
York, Bond Counsel. Certain legal matters will be passed upon for the Corporation by its General
Counsel. Certain legal matters will be passed upon for the Placement Agent by its Counsel, Nixon,
Hargrave, Devans & Doyle LLP, New York, New York.

LEGALITY OF 1998 SERIES A BONDS FOR INVESTMENT AND DEPOSIT

Under the provisions of Section 662 of the Act, the 1998 Series A Bonds are securities in which
all public officers and bodies of the State of New York and all municipalities and municipal subdivisions,
all insurance companies and associations and other persons carrying on an insurance business, all banks,
bankers, trust companies, savings banks and savings associations, including savings and loan associations,

“building and loan associations, investment companies and other persons carrying on a banking business,
all administrators, guardians, executors, trustees and other fiduciaries, and all other persons whatsoever
who are now or may hereafter be authorized to invest in bonds or in other obligations of the State, may
properly and legally invest funds, including capital, in their control or belonging to them. The 1998
Series A Bonds are also securities which may be deposited with and may be received by all public officers
and bodies of the State and all municipalities and public corporations for any purpose for which the
deposit of bonds or other obligations of the State is now or hereafter authorized.

FURTHER INFORMATION

The information contained in this Private Placement Memorandum is subject to change without
notice and no implication should be derived therefrom or from the sale of the 1998 Series A Bonds that
there has been no change in the affairs of the Corporation from the date hereof. Pursuant to the General
Resolution, the Corporation has covenanted to keep proper books of record and account in which full,
true and correct entries will be made of all its dealings and transactions under the General Resolution and
to cause such books to be audited for each fiscal year. The General Resolution requires that such books
be open to inspection by the Trustee and the owners of not less than 5% of the 1998 Series A Bonds
issued thereunder during regular business hours of the Corporation and that the Corporation furnish a
copy of the auditor’s report, when available, upon the request of the owner of any Outstanding 1998
Series A Bond.
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Additional information may be obtained from the undersigned at 75 Maiden Lane, 8th Floor, New
York, New York 10038, (212) 344-8080.

MISCELLANEOUS

Any statements in this Private Placement Memorandum involving matters of opinions, whether
or not expressly so stated, are intended as such, and not as representations of fact. This Private
Placement Memorandum is not to be construed as an agreement or contract between the Corporation and
the Purchaser or any other purchaser or owners of any 1998 Series A Bonds.

This Private Placement Memorandum is submitted in connection with the sale of the 1998 Series
Bonds and may not be reproduced or used, as a whole or in part, for any other purpose. This Private
Placement Memorandum and the distribution thereof has been duly authorized and approved by the
Corporation and duly executed and delivered on behalf of the Corporation.

NEW YORK CITY HOUSING
DEVELOPMENT CORPORATION

-.-;

Dated: May 21, 1998
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APPENDIX A

DEFINITIONS OF CERTAIN TERMS

In some instances, the General Resolution permits the modification of certain of its provisions
by a Supplemental Resolution relating to a specific Series of Bonds. Certain of such permitted
modifications, which have been made with respect to the 1998 Series A Bonds by the provisions of the
1998 Series A Supplemental Resolution, are reflected in the defined terms set forth below. Prior to the
issuance of the 1998 Series A Bonds, other Supplemental Resolutions authorizing other Series of Bonds
have also modified certain provisions of the General Resolution with respect to the Series of Bonds
authorized thereunder and such modifications (except as described in the next sentence) are not reflected
in the defined terms set forth below. Certain modifications to the General Resolution, which have been
made with respect to the 1996 Series A Bonds by the provisions of the Fifth Supplemental Resolution,
are also reflected in the defined terms set forth below. These have been included because the outstanding

“principal balance of certain of the Mortgage Loans financed with the proceeds of the 1996 Series A
Bonds, which Mortgage Loans are not secured by supplemental security and, in some cases, are not
subsidized under any subsidy program, exceeds 5% of the aggregate outstanding principal balance of all
Mortgage Loans financed under the General Resolution. This Appendix A does not purport to be
comprehensive or definitive and is qualified by reference to the Resolutions and the Supplemental
Resolutions relating to the Bonds issued prior to the issuance of the 1998 Series A Bonds, copies of which
may be obtained from the Corporation. The following terms shall have the following meaning unless the
context shall clearly indicate otherwise.

"Account” means one of the special accounts (other than the Rebate Fund) created and established
pursuant to the General Resolution or a Supplemental Resolution.

"Acquired Project” shall mean a Project financed by a 1996 Series A Mortgage Loan or a 1998
Series A Mortgage Loan title or the right to possession of which has been acquired by the Corporation
through protection and enforcement of its rights conferred by law or the Mortgage upon such Project.

"Acquired Project Expenses" shall mean all costs and expenses arising from the acquisition,
ownership, possession, operation or maintenance of an Acquired Project, including reasonable operating,
repair and replacement reserves therefor.

"Acquired Project Gross Operating Income" shall mean all monies received in connection with
the acquisition, ownership, possession, operation or maintenance of an Acquired Project.

"Acquired Project Net Operating Income" shall mean Acquired Project Gross Operating Income
less Acquired Project Expenses.

"Authorized Officer" means the Chairperson, Vice-Chairperson, President or any Vice President
of the Corporation and, in the case of any act to be performed or duty to be discharged, any other
member, officer or employee of the Corporation then authorized to perform such act or discharge such
duty.

"Bond" means one of the bonds to be authenticated and delivered pursuant to the General
Resolution.



"Bond Counsel’s Opinion" means an opinion signed by an attorney or firm of attorneys of
nationally recognized standing in the field of law relating to municipal, state and public agency financing,
selected by the Corporation and satisfactory to the Trustee.

"Bond owner" or "owner" or words of similar import, when used with reference to a Bond,
means any person who shall be the registered owner of any Outstanding Bond.

"Bond Proceeds Account” means the Bond Proceeds Account established pursuant to the General
Resolution.

"Bond Year" means a twelve month period ending on the first day of November of any year.

"Cash Equivalent" means a Letter of Credit, Insurance Policy, Surety, Guaranty or other Security
Arrangement (each as defined and provided for in a Supplemental Resolution providing for the issuance
of Bonds rated by the Rating Agencies or in another Supplemental Resolution), provided by an institution
which has received a rating of its claims paying ability from the Rating Agencies at least equal to the then

' existing rating on the Bonds (other than Subordinate Bonds) or whose unsecured long-term debt securities
are rated at least the then existing rating on the Bonds (other than Subordinate Bonds) (or "A-1+" or "P-
1," as applicable, if the Cash Equivalent has a remaining term at the time of acquisition not exceeding
one year) by the Rating Agencies; provided, however, that a Cash Equivalent may be provided by an
institution which has received a rating of its claims paying ability which is lower than that set forth above
or whose unsecured long-term (or short-term) debt securities are rated lower than that set forth above,
so long as the providing of such Cash Equivalent does not, as of the date it is provided, in and of itself,
result in the reduction or withdrawal of the then existing rating assigned to the Bonds (other than
Subordinate Bonds) by any of the Rating Agencies.

"Cash Flow Certificate” means a Cash Flow Certificate conforming to the requirements of the
General Resolution.

"Cash Flow Statement" means a Cash Flow Statement conforming to the requirements of the
General Resolution. '

"City" means The City of New York, a municipal corporation organized and existing under and
pursuant to the laws of the State. :

"Code" means the Internal Revenue Code of 1954 or 1986, each as amended from time to time,
and as applicable to the Bonds pursuant to Section 1313 of the Tax Reform Act of 1986, as amended.

"Corporation" means the New York City Housing Development Corporation, or any body,
agency or instrumentality of the State which shall hereafter succeed to the powers, duties and functions
of the Corporation.

"Corporation Corporate Purposes" means any purpose for which the Corporation may issue bonds
pursuant to the Act or other applicable.

"Costs of Issuance"” means all items of expense, directly or indirectly payable or reimbursable
by or to the Corporation and related to the authorization, sale and issuance of Bonds, including but not
limited to printing costs, costs of preparation and reproduction of documents, filing and recording fees,
initial fees and charges of the Trustee, legal fees and charges, fees and disbursements of consultants and
professionals, costs of credit ratings, fees and charges for preparation, execution, transportation and
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safekeeping of Bonds, and any other cost, charge or fee in connection with the original issuance of
Bonds.

"Credit Facility" means (i) an unconditional and irrevocable letter of credit in form and drawn
on a bank or banks acceptable to the Corporation (which bank or banks must be rated by each of the
Rating Agencies in a category at least equal to the rating category of the Bonds (other than Subordinate
Bonds) (or "A-1+" or "P-1," as applicable, if the Credit Facility has a remaining term at the time it is
provided not exceeding one year); provided, however, that such letter of credit may be provided by a
bank or banks whose rating is lower than that set forth above, so long as the providing of such letter of
credit does not, as of the date it is provided, in and of itself, result in a reduction or withdrawal of the
then existing rating assigned to the Bonds (other than Subordinate Bonds) by any of the Rating Agencies,
(ii) cash, (iii) a certified or bank check, (iv) Investment Securities, or (v) any other credit facility similar
to the above in purpose and effect, including, but not limited to, a guaranty, standby loan or purchase
commitment, insurance policy, surety bond or financial security bond or any combination thereof, which
is approved by each of the Rating Agencies.

"Credit Facility Provider" means the issuer of or obligor under a Credit Facility.

"Debt Service" means, with respect to any particular Bond Year, an amount equal to the sum of
(i) all interest payable on Outstanding Bonds during such Bond Year, plus (ii) any Principal Installments
of such Bonds during such Bond Year.

"Debt Service Reserve Account” means the Debt Service Reserve Account established pursuant
to the General Resolution.

"Debt Service Reserve Account Requirement" means as of any date of calculation, the aggregate
of the amounts specified as the Debt Service Reserve Account Requirement for each Series of Bonds in
the Supplemental Resolution authorizing the issuance of a Series of Bonds; provided, however, that a
Supplemental Resolution may provide that the Debt Service Reserve Account Requirement for the Series
of Bonds authorized thereunder may be funded, in whole or in part, through Cash Equivalents and such
method of funding shall be deemed to satisfy all provisions of the General Resolution with respect to the
Debt Service Reserve Account Requirement and the amounts required to be on deposit in the Debt Service
Reserve Account.

"Escrow Payments” means and includes all amounts whether paid directly to the Corporation or
to the servicer of any Mortgage Loan representing payments to obtain or maintain mortgage insurance
or any subsidy with respect to a Mortgage Loan or the mortgaged premises or payments in connection
with real estate taxes, assessments, water charges, sewer rents, ground rents, fire or other insurance,
replacement or operating reserves or other like payments in connection therewith.

"Event of Default" means any of the events specified in the General Resolution as an Event of
Default.

"Federal Housing Commissioner” means the Secretary of the United States Department of
Housing and Urban Development (or successor thereof) or the Federal Housing Commissioner of the
Federal Housing Administration (or successor thereof) or a duly authorized agent thereof.

"FHA Insurance” means the federal mortgage insurance authorized pursuant to Section 220,
221(d)(3) or 221(d)(4) of Title II of the National Housing Act of 1934, as amended.



"General Resolution" means the Multi-Family Housing Revenue Bonds Bond Resolution adopted
by the Corporation on July 27, 1993, and any amendments thereof or supplements thereto made in
accordance with its terms.

"GNMA" means the Government National Mortgage Association.

"GNMA Security" means a mortgage-backed security guaranteed by GNMA as to payments of
principal and interest.

"Government Obligations” means (i) direct obligations of or obligations guaranteed by the United
States of America, including, but not limited to, United States Treasury Obligations, Separate Trading
of Registered Interest and Principal of Securities (STRIPS) and Coupons Under Book-Entry Safekeeping
(CUBES), provided the underlying United States Treasury Obligation is not callable prior to maturity,
and (ii) obligations of the Resolution Funding Corporation, including, but not limited to, obligations of
the Resolution Funding Corporation stripped by the Federal Reserve Bank of New York.

"HUD" means the United States Department of Housing and Urban Development, or any
successor thereof.

"Interest Payment Date" means any date upon which interest on the Bonds is due and payable in
accordance with their terms.

"Investment Securities” means and includes any of the following obligations, to the extent the
same are at the time legal for investment of funds of the Corporation under the Act, including the
amendments thereto hereafter made, or under other applicable law:

¢)) Government Obligations;

) any bond, debenture, note, participation certificate or other. similar obligation
issued by any one or combination of the following agencies: Government National Mortgage
Association, Federal Farm Credit System Banks, Federal Home Loan Banks, Tennessee Valley
Authority and Export-Import Bank of the United States;

3) any bond, debenture, note, participation certificate or other similar obligation
issued by the Federal National Mortgage Association to the extent such obligations are guaranteed
by the Government National Mortgage Association or issued by any other Federal agency and
backed by the full faith and credit of the United States of America;

“) any other obligation of the United States of America or any Federal agencies
guaranteed by the full faith and credit of the United States of America which may then be
purchased with funds belonging to the Corporation;

(5) deposits in interest-bearing time or demand deposits, or certificates of deposit,
secured by any of the obligations described above or fully insured by the Federal Deposit
Insurance Corporation or its successor;

(6) any participation certificate of the Federal Home Loan Mortgage Corporation

guaranteeing timely payment of principal and any mortgage-backed securities of the Federal
National Mortgage Association; and
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@) any other investment permitted under the Corporation’s investment guidelines
adopted August 14, 1984, as amended from time to time.

"Mortgage" means a mortgage or other instrument securing a Mortgage Loan.

"Mortgage Banker" means the mortgagee of record of a mortgage loan that backs a GNMA
Security.

"Mortgage Loan" means a loan, evidenced by a note, for a Project, secured by a Mortgage and
specified in a Supplemental Resolution as being subject to the lien of the General Resolution; provided,
that Mortgage Loan shall also mean a participation by the Corporation with another party or parties,
public or private, in a loan made to a Mortgagor with respect to a Project; provided, further, that
Mortgage Loan shall also mean an instrument evidencing an ownership in such loans, including, but not
limited to, a mortgage backed security guaranteed by the Government National Mortgage Association,
the Federal National Mortgage Association or the Federal Home Loan Mortgage Corporation.

"Mortgage Note" means the note evidencing a Mortgage Loan.
"Mortgagor" means a mortgagor with respect to any Mortgage Loan.

"Outstanding,"” when used with reference to Bonds, means, as of any date, except as otherwise
provided in a Supplemental Resolution authorizing the issuance of a Series of Bonds, all Bonds
theretofore or thereupon being authenticated and delivered under the General Resolution except:

(1) any Bond cancelled by the Trustee or delivered to the Trustee for cancellation at
or prior to such date;

2) any Bond (or portion of a Bond) for the payment or redemption of which there
have been separately set aside and held in a Redemption Account under the General Resolution
either: :

(@) monies in an amount sufficient to effect payment of the principal or
applicable Redemption Price thereof, together with accrued interest on such Bond to the
payment date or Redemption Date, which payment date or Redemption Date shall be
specified in irrevocable instructions to the Trustee to apply such monies to such payment
or redemption on the date so specified; or

() Government Obligations, as described in the Section of the General
Resolution entitled "Defeasance," in such principal amounts, of such maturities, bearing
such interest and otherwise having such terms and qualifications as shall be necessary to
provide monies in an amount sufficient to effect payment of the principal or applicable
Redemption Price of such Bond, together with accrued interest on such Bond to the
payment date or Redemption Date, which payment date or Redemption Date shall be
specified in irrevocable instructions to the Trustee to apply such monies to such payment
or redemption on the date so specified; or

(c) any combination of (a) and (b) above;

3) any Bond in lieu of or in substitution for which other Bonds shall have been
authenticated and delivered pursuant to the General Resolution; and
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4) any Bond deemed to have been paid as provided in the General Resolution.

"Permitted Encumbrances” means such liens, encumbrances, reservations, easements, rights of
way and other clouds on title as do not impair the use or value of the premises or such other liens,
encumbrances, reservations, easements, rights of way and other clouds on title as are specified in a
Supplemental Resolution with respect to a Mortgage Loan.

"Pledged Receipts" means, except as otherwise provided in a Supplemental Resolution authorizing
the issuance of a Series of Bonds, (i) the scheduled or other payments required by any Mortgage Loan
and paid to or to be paid to the Corporation from any source, including, but not limited to, interest, rent
or other subsidy payments, and including both timely and delinquent payments®, (ii) accrued interest
received at the sale of Bonds and (iii) all income earned or gain realized in excess of losses suffered on
any investment or deposit of monies in the Accounts established and maintained pursuant to the General
Resolution or a Supplemental Resolution, or monies provided by the Corporation and held in trust for
the benefit of the Bond owners pursuant to the General Resolution, but shall not mean or include amounts
required to be deposited into the Rebate Fund, Recoveries of Principal, any payments with respect to any

'Mortgage Loan received prior to the date that Revenues therefrom are pledged under the General
Resolution, Escrow Payments, late charges, administrative fees, if any, of the Corporation or any amount
retained by the servicer (which may include the Corporation) of any Mortgage Loan, as financing,
servicing, extension or settlement fees.

"Principal Installment" means, as of any date of calculation, (i) the aggregate principal amount
of Outstanding Bonds due on a certain future date, reduced by the aggregate principal amount of such
Bonds which would be retired by reason of the payment when due and application in accordance with the
General Resolution of Sinking Fund Payments payable before such future date plus (ii) the unsatisfied
balance, determined as provided in the General Resolution, of any Sinking Fund Payments due on such
certain future date, together with the aggregate amount of the premiums, if any, applicable on such future
date upon the redemption of such Bonds by application of such Sinking Fund Payments in a principal
amount equal to said unsatisfied balance. ;

"Project” means any multi-family housing development or other facility financeable by the
Corporation under the Act or other applicable law and approved by the Corporation.

"Rating Agencies" means, collectively, (i) Standard & Poor’s Corporation or any successor
thereto ("S&P") when the Bonds are rated by S&P and (ii) Moody’s Investors Service Inc. or any
successor thereto ("Moody’s") when the Bonds are rated by Moody’s or, if neither S&P nor Moody’s

-

, The Fifth Supplemental Resolution and the 1998 Series A Supplemental Resolution each provide that, with
respect to the 1996 Series A Mortgage Loans and the 1998 Series A Mortgage Loans, respectively, any prepayment
premium or penalty shall not constitute a Pledged Receipt. The Fifth Supplemental Resolution and the 1998 Series
A Supplemental Resolution each provide that, with respect to any Acquired Project, Acquired Project Net Operating
Income shall constitute a Pledged Receipt. The Fifth Supplemental Resolution provides that, with respect to the
1996 Series A Mortgage Loans, only those Section 236 interest reduction payments duly and properly paid and
actually received by or on behalf of the Corporation or the Trustee shall constitute Pledged Receipts. The 1998
Series A Supplemental Resolution provides that, with respect to the 1998 Series A Mortgage Loans, amounts
obtained under a letter of credit or other credit enhancement securing a 1998 Series A Mortgage Loan or under any
agreement entered into by the Corporation and the provider of such letter of credit or other credit enhancement in
connection with the providing of such letter of credit or credit enhancement in the event of a default on such 1998
Series A Mortgage Loan with respect to scheduled principal and/or interest payments required by such 1998 Series
A Mortgage Loan shall constitute Pledged Receipts.
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is maintaining a rating on the Bonds, then any other nationally recognized rating agency when the Bonds
are rated by such agency, pursuant to a request for a rating by the Corporation.

"Rebate Amount" means, with respect to a particular Series of Bonds, the amount, if any,
required to be deposited in the Rebate Fund in order to comply with the covenants contained in the
General Resolution.

"Rebate Fund" means the Rebate Fund established pursuant to the General Resolution.

"Recoveries of Principal" means, except as otherwise provided in a Supplemental Resolution
authorizing the issuance of a Series of Bonds, all amounts received by the Corporation as a recovery of
the principal amount disbursed by the Corporation in connection with any Mortgage Loan, including any
premium or penalty with respect thereto, on account of (i) the advance payment of amounts to become
due pursuant to such Mortgage Loan, at the option of the Mortgagor, (ii) the sale, assignment,
endorsement or other disposition thereof, (iii) the acceleration of payments due thereunder or other
_remedial proceedings taken in the event of the default thereon, (iv) proceeds of any insurance award
resulting from the damage or destruction of a Project which are required to be applied to payment of a
Mortgage Note pursuant to a Mortgage, (v) proceeds of any condemnation award resulting from the
taking by condemnation (or by agreement of interested parties in lieu of condemnation) by any
governmental body or by any person, firm, or corporation acting under governmental authority, of title
to or any interest in or the temporary use of, a Project or any portion thereof, which proceeds are
required to be applied to payment of a Mortgage Note pursuant to a Mortgage or (vi) proceeds of any
mortgage insurance or credit enhancement with respect to a Mortgage Loan which is in default.”

"Redemption Account” means the Redemption Account established pursuant to the General
Resolution.

"Redemption Date" means the date or dates upon which Bonds are to be called for redemption
pursuant to the General Resolution. -

The Fifth Supplemental Resolution and the 1998 Series A Supplemental Resolution each provide that, with
respect to the 1996 Series A Mortgage Loans and the 1998 Series A Mortgage Loans, respectively, any prepayment
premium or penalty shall not constitute a Recovery of Principal. The Fifth Supplemental Resolution and the 1998
Series A Supplemental Resolution each provide that, with respect to any Acquired Project, the proceeds of sale of
any Acquired Project shall constitute a Recovery of Principal. The Fifth Supplemental Resolution also provides that
with respect to the 1996 Series A Bonds and the 1996 Series A Mortgage Loans to be financed therefrom, the term
"Recoveries of Principal” shall mean, with respect to (a) proceeds of any insurance award resulting from the damage
or destruction of a Project financed by a 1996 Series A Mortgage Loan and (b) proceeds of any condemnation award
resulting from the taking by condemnation (or by agreement of interested parties in lieu of condemnation) by any
governmental body or by any person, firm or corporation acting under governmental authority, of title to or any
interest in or the temporary use of, a Project financed by a 1996 Series A Mortgage Loan or any portion thereof,
only those proceeds applied to the payment of the applicable Mortgage Note, whether or not required to be so
applied pursuant to the applicable Mortgage. The 1998 Series A Supplemental Resolution provides that, with respect
to the 1998 Series A Mortgage Loans, amounts obtained under a letter of credit or other credit enhancement
securing a 1998 Series A Mortgage Loan or under any agreement entered into by the Corporation and the provider
of such letter of credit or other credit enhancement in connection with the providing of such letter of credit or credit
enhancement in the event of a default on such 1998 Series A Mortgage Loan, other than with respect to scheduled
principal and/or interest payments required by such 1998 Series A Mortgage Loan, shall constitute Recoveries of
Principal.

A-7



"Redemption Price" means, with respect to any Bonds, the principal amount thereof plus the
applicable premium, if any, payable upon redemption thereof.

"Revenue Account” means the Revenue Account established pursuant to the General Resolution.
"Revenues” means the Pledged Receipts and Recoveries of Principal.
"Series" means any Series of Bonds issued pursuant to the General Resolution.

"Sinking Fund Payment" means, with respect to a particular Series, as of any particular date of
calculation, the amount required to be paid at all events by the Corporation on a single future date for
the retirement of Outstanding Bonds which mature after said future date, but does not include any amount
payable by the Corporation by reason of the maturity of a Bond or by call for redemption at the election
of the Corporation.

"SONYMA" means the State of New York Mortgage Agency, a corporate governmental agency
of the State of New York constituting a political subdivision and public benefit corporation established
under the SONYMA Act.

"SONYMA Act" means the State of New York Mortgage Agency Act, constituting Chapter 612
of the Laws of New York, 1970, as amended.

"SONYMA Insurance” means the mortgage insurance for multi-family rental housing
developments authorized pursuant to the SONYMA Act.

"State" means the State of New York.
"Subordinate Bonds" means any Bonds which, pursuant to the Supplemental Resolution
authorizing such Bonds, are secured by a subordinate charge and lien on the Revenues and assets pledged

under the General Resolution.

"Supplemental Resolution" means any resolution supplemental to or amendatory of the General
Resolution, adopted by the Corporation and effective in accordance with the General Resolution.

"Trustee" means the trustee designated as Trustee in the General Resolution and its successor or
successors and any other person at any time substituted in its place pursuant to the General Resolution.
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APPENDIX C
OTHER ACTIVITIES OF THE CORPORATION
The Corporation is engaged in the various activities and programs described below.

I BOND PROGRAMS. The Corporation issues bonds and notes to fund mortgage loans for multi-
family residential developments under the programs described below. As of January 31, 1998, the
Corporation had bonds and notes outstanding in the aggregate principal amount of approximately
$2,091,392,015.27 (including accreted amounts on outstanding discount bonds) for these purposes. All
outstanding principal amounts of bonds and notes listed below are as of January 31, 1998 unless
otherwise indicated. All of the projects financed by the Corporation have been completed and are in
operation except where indicated below. None of the projects described below provide security for any
of the Resolutions. In addition, none of the bonds described below is secured by any of the Resolutions.

A. Multi-Family Program. The Corporation established its Multi-Family Program to develop
 privately owned multi-family rental housing, all or a portion of which is reserved for low income tenants.

(1 Rental Projects; Letter of Credit Enhanced: Under its Multi-Family Program, the
Corporation has issued bonds to finance a number of mixed income projects which bonds are secured by
letters of credit issued by rated commercial lending institutions. On December 17, 1985, the Corporation
issued its $49,000,000 Variable Rate Demand Bonds (Parkgate Tower), 1985 Resolution 1, of which
$37,315,000 is outstanding, to finance a 206-unit project in Manhattan. On January 20, 1989, the
Corporation issued its $10,000,000 Variable Rate Demand Bonds (Upper Fifth Avenue Project), 1989
Series A, all of which are outstanding, to finance a 151-unit project in Manhattan. On March 1, 1989,
the Corporation issued its $12,400,000 Multi-Family Mortgage Revenue Bonds (Queenswood
Apartments), 1989 Series A, of which $11,600,000 is outstanding, to finance a 296-unit development
in Queens. On July 6, 1994, the Corporation issued its $57,000,000 Multi-Family Mortgage Revenue
Bonds (York Avenue Development), 1994 Series A, all of which are outstanding, to finance a 272-unit
building in Manhattan. On October 12, 1995, the Corporation issued its Multi-Family Mortgage Revenue
Bonds (100 Jane Street Development), 1995 Series A and 1995 Series B in the respective principal
amounts of $17,850,000 and $825,000, all of which are outstanding, to finance a 148-unit building in
Manhattan. On November 10, 1995, the Corporation issued its $150,000,000 Multi-Family Mortgage
Revenue Bonds (400 West 59th Street Development), 1995 Series A-1, 1995 Series A-2 and 1995 Series
B, of which $136,800,000 is outstanding, to finance a 729-unit building in Manhattan, presently under
construction and, on December 30, 1996, the Corporation issued its $13,200,000 Multi-Family Mortgage
Revenue Bonds (400 West 59th Street Development), 1996 Series A, all of which are outstanding, to
refund a like amount of the 1995 Series B bonds. On December 17, 1996, the Corporation issued its
$55,070,000 Multi-Family Mortgage Revenue Bonds (West 43rd Street Development), 1996 Series A and
1996 Series B, all of which are outstanding, to finance a 375-unit building in Manhattan, presently under
construction. On December 24, 1996, the Corporation issued its $53,000,000 Multi-Family Mortgage
Revenue Bonds (Related-West 89th Street Development), 1996 Series A, all of which are outstanding,
to finance a 265-unit building in Manhattan, presently under construction.

On May 26, 1993, the Corporation issued $27,600,000 of its Multi-Family Mortgage Revenue
Bonds (Columbus Gardens Project), 1993 Series A, of which $24,400,000 is outstanding, to refinance
a 162-unit building located on the west side of Manhattan and to refund bonds previously issued by the
Corporation to finance this project. On April 6, 1994, the Corporation issued its $28,000,000 Multi-
Family Mortgage Revenue Bonds (James Tower Development), 1994 Series A, of which $25,400,000
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is outstanding, to refinance a 200-unit building located on the west side of Manhattan and to refund the
bonds previously issued by the Corporation to finance this project.

Under its Multi-Family Program, the Corporation has issued bonds to finance a number of low
income projects, which bonds are secured by letters of credit issued by rated commercial lending
institutions. On December 24, 1997, the Corporation issued its $2,500,000 Multi-Family Mortgage
Revenue Bonds (Third Avenue Project), 1997 Series A, all of which are outstanding, to finance a 41 unit
project in Bronx County. On December 24, 1997, the Corporation issued its $1,700,000 Multi-Family
Mortgage Revenue Bonds (Lenox Avenue Project), 1997 Series A, all of which are outstanding, to
finance a 26 unit project in Manhattan. On December 24, 1997, the Corporation issued its $4,900,000
Multi-Family Mortgage Revenue Bonds (2111 Hughes Avenue Project), 1997 Series A, all of which are
outstanding, to finance a 72 unit project in Bronx County. On December 24, 1997, the Corporation
issued its $5,000,000 Multi-Family Mortgage Revenue Bonds (Vermont School Project), 1997 Series A,
all of which are outstanding, to finance a 74 unit project in Brooklyn. On December 24, 1997, the
Corporation issued its $600,000 Multi-Family Mortgage Revenue Bonds (West 115 Street Project), 1997
Series A, all of which are outstanding, to finance a 10 unit project in Manhattan. On December 24,
1997, the Corporation issued its $600,000 Multi-Family Mortgage Revenue Bonds (Frederick Douglass
Project), 1997 Series A, all of which are outstanding, to finance a 9 unit project in Manhattan. On
December 31, 1997, the Corporation issued its $7,100,000 Multi-Family Mortgage Revenue Bonds
(Tompkins Court Project), 1997 Series A, all of which are outstanding, to finance a 108 unit project in
Staten Island. On December 31, 1997, the Corporation issued its $8,100,000 Multi-Family Mortgage
Revenue Bonds (Gerard Court Project), 1997 Series A, all of which are outstanding, to finance a 126 unit
project in Bronx County. On December 31, 1997, the Corporation issued its $8,100,000 Multi-Family
Mortgage Revenue Bonds (River Court Project), 1997 Series A, all of which are outstanding, to finance
a 126 unit project in Bronx County. All of these projects are presently under construction.

2) Rental Projects; Fannie Mae Enhanced: Pursuant to its Multi-Family Program, the
Corporation has issued bonds which are secured by mortgage loan payments, which payments are secured
by obligations of the Federal National Mortgage Association ("Fannie Mae") under a Collateral
Agreement. On March 29, 1995, the Corporation issued its $23,570,000 Multi-Family Mortgage
Revenue Bonds (Columbus Apartments Project), 1995 Series A, of which $23,070,000 is outstanding,
to refinance a 166-unit project in Manhattan and to refund bonds previously issued by the Corporation
to finance this project. On October 31, 1997, the Corporation issued its $13,775,000 Multi-Family
Rental Housing Revenue Bonds (Related-Columbus Green), 1997 Series A, all of which are outstanding,
to refinance a 95-unit project in Manhattan and to refund bonds previously issued by the Corporation to
~ finance this project. On October 31, 1997, the Corporation issued its $66,800,000 Multi-Family Rental
Housing Revenue Bonds (Related-Carnegie Park), 1997 Series A, all of which are outstanding, to
refinance a 461-unit project in Manhattan and to refund bonds previously issued by the Corporation to
finance this project. On October 31, 1997, the Corporation issued its $104,600,000 Multi-Family Rental
Housing Revenue Bonds (Related-Monterey), 1997 Series A, all of which are outstanding, to refinance
a 522-unit project in Manhattan and to refund bonds previously issued by the Corporation to finance this
project. On October 31, 1997, the Corporation issued its $55,000,000 Multi-Family Rental Housing
Revenue Bonds (Related-Tribeca Tower), 1997 Series A, all of which are outstanding, to refinance a 440-
unit project in Manhattan and to refund bonds previously issued by the Corporation to finance this
project.

3) Rental Projects; FHA Enhanced: Under its Multi-Family Program, the Corporation has
issued bonds to finance a number of mixed income projects with mortgages insured by the Federal
Housing Administration ("FHA"). See "FHA Insured Mortgage Loan Programs" below.
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4) Rental Projects; Other Enhancements: Under its Multi-Family Program, the Corporation
has issued bonds to finance mortgage loans for residential facilities, which mortgage loans are insured
by the State of New York Mortgage Agency ("SONYMA") or the New York City Residential Mortgage
Insurance Corporation ("REMIC"), which is a subsidiary of the Corporation. On October 31, 1989, the
Corporation issued its $11,605,000 Insured Multi-Family Mortgage Revenue Bonds (Sheridan Manor
Apartments), 1989 Series A, of which $9,445,000 is outstanding, to provide financing for a mortgage
loan for a 450-unit development in Bronx County. This mortgage loan is insured by SONYMA and these
bonds are secured by a financial guaranty bond issued by Capital Guaranty Insurance Company. On
April 26, 1996, the Corporation issued its $5,620,000 Multi-Family Mortgage Revenue Bonds (Barclay
Avenue Development), 1996 Series A, all of which are outstanding, to fund a permanent mortgage loan
for a 66-unit building located in Queens County. The Corporation’s mortgage loan is insured by REMIC.

(5) Hospital Staff Housing: Pursuant to its Multi-Family Program, the Corporation has
provided financing for residential facilities for hospital staff. A multi-purpose facility for the benefit of
The Society of the New York Hospital, located on the east side of Manhattan, was financed through the
issuance of the Corporation’s $96,021,640.30 MBIA Insured Residential Revenue Bonds (Royal Charter
" Properties East, Inc. Project), 1985 Series 1 on April 11, 1985. On November 22, 1988, the Corporation
advance refunded the 1985 Series 1 Bonds through the issuance of its $115,582,688.60 MBIA Insured
Residential Revenue Refunding Bonds (Royal Charter Properties East, Inc. Project), 1988 Series 1 in
order to refinance this multipurpose facility. On April 17, 1998, the Corporation refunded the 1988
Series 1 Bonds through the issuance of its $103,300,000 MBIA Insured Residential Revenue Refunding
Bonds (Royal Charter Properties East, Inc. Project), 1998 Series 1 in order to again refinance this
multipurpose facility. On May 4, 1998, all of the 1988 Series 1 Bonds were redeemed. The payment
of principal of and interest on the 1998 Series 1 Bonds is guaranteed by a municipal bond guaranty
insurance policy issued by MBIA Insurance Corporation.

On March 19, 1993, the Corporation issued its $36,600,000 Residential Revenue Bonds (East
17th Street Properties, Inc.), 1993 Series A, of which $35,400,000 is outstanding, to provide a mortgage
loan to East 17th Street Properties, Inc. (an affiliate of Beth Israel Medical Center) for two residential
housing facilities located in Manhattan. These bonds are secured by a letter of credit issued by a rated
commercial lending institution. On June 17, 1993, the Corporation issued its $8,400,000 Residential
Revenue Bonds (Montefiore Medical Center Project), 1993 Series A, all of which are outstanding, to
finance a mortgage loan made to Montefiore Medical Center for a residential housing facility in Bronx
County. These bonds are secured by a letter of credit issued by a rated commercial lending institution.

(6) Cooperative Housing: Pursuant to the Corporation’s Multi-Family Program, the
Corporation has issued obligations in order to fund underlying mortgage loans to cooperative housing
developments. On March 15, 1990, the Corporation issued its $6,955,000 Mortgage Revenue Bonds
(South Williamsburg Cooperative), 1990 Series A, of which $6,655,000 is outstanding, in order to fund
an underlying permanent mortgage loan for a 105-unit limited-income cooperative located in Brooklyn.
On September 27, 1990, the Corporation issued its $11,260,000 Mortgage Revenue Bonds (South Bronx
Cooperatives), 1990 Series A, of which $6,405,000 is outstanding, in order to fund underlying permanent
mortgage loans for four limited-income cooperatives located in Bronx County. On April 28, 1994, the
Corporation issued its $12,330,000 Mortgage Revenue Bonds (Maple Court Cooperative), 1994 Series
A, of which $12,265,000 is outstanding, to fund an underlying permanent mortgage loan for a 134-unit
cooperative located in Manhattan. Each mortgage loan is insured by SONYMA.

On December 19, 1996, the Corporation issued its $16,750,000 Mortgage Revenue Bonds (Maple
Plaza Cooperative), 1996 Series A, all of which are outstanding, to fund an underlying permanent
mortgage loan for a 154-unit cooperative which is being constructed in Manhattan. Following completion
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of this project and satisfaction of certain conditions, the Corporation will make its mortgage loan to the
cooperative corporation. The Corporation’s loan is expected to be insured by SONYMA.

B. FHA Insured Mortgage Loan Programs. The Corporation is empowered to make loans
secured by mortgages insured by the federal government for new construction and rehabilitation of
multiple dwellings.

(1) On January 15, 1993, the Corporation issued its $164,645,000 Multi-Family Mortgage
Revenue Bonds (FHA Insured Mortgage Loan), 1993 Series A and 1993 Series B, of which $146,945,000
of the 1993 Series A bonds (and none of the 1993 Series B bonds) is outstanding, to acquire a defaulted
FHA-insured mortgage loan for the Manhattan Park Project (also known as Roosevelt Island Northtown
Phase II) from the United States Department of Housing and Urban Development. On January 17, 1995,
the Corporation issued its $13,910,000 Multi-Family Mortgage Revenue Bonds (FHA Insured Mortgage
Loan), 1995 Series A, of which $13,280,000 is outstanding, to refund a like amount of the 1993 Series
B bonds. This 1107-unit project receives Section 8 housing assistance payments, administered by the

_Corporation, for 222 units. This project was originally financed by bonds issued by the Corporation
which have been redeemed.

(2) On December 27, 1993, the Corporation issued its $141,735,000 Multi-Family Housing
Revenue Bonds (FHA Insured Mortgage Loan—Manhattan West Development), 1993 Series A, all of
which are outstanding, to finance a portion of an FHA-insured construction and permanent mortgage loan
for the Manhattan West Development, a 1,000 unit mixed income project, located in Manhattan.

C. Section 223(f) Refinancing Program. The Corporation has the power to acquire mortgages
originally made by the City, obtain federal insurance thereon and either sell such insured mortgages or
issue its obligations secured by said insured mortgages and to pay the net proceeds of the sale of such
mortgages or issuance of obligations to the City. Between 1977 and 1980, obligations in the aggregate
principal amount of $488,859,800 were issued and secured by mortgage loans insured by FHA pursuant
to Section 223(f) of Title II of the National Housing Act of 1934, as amended, of which $404,898,654.23
is outstanding as described below.

The Corporation issued $299,886,700 aggregate principal amount of its Multifamily Housing
Limited Obligation Bonds (FHA Insured Mortgage Loans), in 58 series under a resolution adopted July
25, 1977, and issued $79,998,100 aggregate principal amount of such bonds in 15 series, under a second
resolution adopted October 10, 1978, of which a combined total of $311,508,654.23 is outstanding. The
security for each series of such bonds is the federally-insured mortgage loans financed thereby. Debt
service on each series of bonds is paid only from monies received on account of the applicable mortgage
loan securing such series, including, with respect to certain projects, interest reduction subsidy payments
received by the Corporation pursuant to Section 236 of the National Housing Act ("Section 236"). The
bonds, which are structured as modified pass-through obligations, were privately placed with certain
savings institutions under bond purchase agreements dated as of August 11, 1977 and November 30,
1978, respectively, as amended. Two series of these bonds have been redeemed in full as a result of the
prepayment in full of the mortgage loan securing the respective series.

On February 6, 1991, the Corporation issued its $103,560,000 Multi-Unit Mortgage Refunding
Bonds (FHA Insured Mortgage Loans), 1991 Series A, of which $93,390,000 is outstanding, to refund
bonds of the Corporation which had been issued to refinance eight multifamily developments. These
bonds are limited obligations of the Corporation, payable solely from and secured by a cross-
collateralized pool of FHA-insured mortgage loans, the revenues received on account of such loans and
Section 236 subsidy payments. '
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On June 21, 1996, the Corporation commenced loan servicing of thirty-seven permanent mortgage
loans with an aggregate outstanding principal balance of $225,369,031. These permanent mortgage loans
are held by State Street Bank and Trust Company as trustee for the NYC Mortgage Loan Trust. In the
case of thirty-one of these mortgage loans, each such mortgage loan is subordinate to one of the FHA-
insured mortgage loans which secure certain of the bonds issued by the Corporation under its Section
223(f) Refinancing Program.

IL. DEVELOPMENT SERVICES PROGRAM. The Corporation commenced its Development
Services Program in 1987, which program is funded by monies drawn from the Corporation’s unrestricted
reserves. The Development Services Program is comprised of eight subprograms: (1) the Construction
Loan Program, (2) the Seed Money Loan Program, (3) the Project Management Program, (4) the
Working Capital Loan Program, (5) the Tax Credit Bridge Loan Program, (6) the HPD Loan Servicing
Program, (7) the Minority and Women-Owned Business Enterprise Working Capital Loan Program and
(8) the Participation Loan Program. The subprograms that were active on January 31, 1998 are described
below.

Neither the monies used to fund the Development Services Program nor the projects funded by
the Development Services Program provide security under the Resolutions.

(1) Seed Money Loan Program. Pursuant to Memoranda of Understanding ("MOUSs") with the
City, acting through HPD, the Corporation has provided interim assistance in the form of an unsecured,
interest-free loan to (i) the Neighborhood Partnership Housing Development Fund Company, Inc. in the
amount of $850,000 to fund certain expenses associated with HPD’s Neighborhood Entrepreneurs
Program and (ii) Phipps Houses in the amount of $297,000 to fund certain expenses associated with
HPD’s 85/85 Program.

(2) Working Capital Loan Program. Pursuant to MOUs with the City, acting through HPD, the

" Corporation has agreed to provide interest-free loans to not-for-profit sponsors of projects sponsored by

HPD. The proceeds of such loans are used for rent-up expenses and initial operation costs of such
projects.

(i) The Corporation has made one loan in the amount of $1,658,132 to a not-for-
profit sponsor participating in the City’s Construction Management Program for the New
Settlement Apartments project located in Bronx County; and

(ii) The Corporation has agreed to provide up to $8,100,000 to fund Working
Capital loans to project sponsors in HPD’s Special Initiatives Program ("SIP"). As of
January 31, 1998, the Corporation had made 87 SIP Working Capital loans.

(3) Tax Credit Bridge Loan Program. The Corporation established a Bridge Loan Program for
rental housing developments which receive Federal Low Income Housing Tax Credits ("Tax Credits").
The loans are used to bridge equity payments to be made over time by certain banks and corporations
purchasing the Tax Credits generated by certain housing developments. As of March 1, 1998, the
Corporation had made three interest-bearing loans pursuant to the program as follows:

(1) On June 22, 1992, the Corporation made a Bridge Loan to the New York Equity
Fund 1992 Limited Partnership in an amount not to exceed $22,000,000. These Bridge
Loan funds provided needed construction capital to not-for-profit sponsors of 13 housing
rehabilitation projects; and
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(ii) On February 28, 1994, the Corporation made a Bridge Loan to the New York
Equity Fund 1992 Limited Partnership in an amount not to exceed $13,000,000. These
Bridge Loan funds provided needed construction capital to not-for-profit sponsors of 10
housing rehabilitation projects.

(4) HPD Loan Servicing Program. The Corporation acts as loan servicer in connection with
certain of HPD’s construction and permanent housing loan programs pursuant to several agreements with
HPD. As of January 31, 1998, the Corporation was servicing construction and permanent loans in the
approximate face amount of $665,000,000.

(5) Participation Loan Program. The Corporation established a program to make mortgage
loans in an aggregate amount not to exceed $7,700,000 for the rehabilitation of certain multiple dwelling
projects pursuant to the provisions of Article XV of the New York State Private Housing Finance Law.
The projects funded under this program are selected by HPD. The Corporation’s loan for each project
is made in conjunction with a loan from a private lender. Four loans have been made by the Corporation
under this program.

Ill. AFFORDABLE HOUSING PERMANENT LOAN PROGRAM. The Corporation has
established a program to make permanent loans for projects constructed or rehabilitated in conjunction
with HPD loan programs. All of the loans under this program are expected to be financed by the
proceeds of the Corporation’s Multi-Family Housing Revenue Bonds, 1997 Series C and/or other monies
of the Corporation.
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APPENDIX E-3
MORTGAGE LOAN PREPAYMENT PROVISIONS

One of the following seventeen (17) categories of prepayment provisions applies to the prepayment of
principal with respect to each of the outstanding Mortgage Loans. Appendices E-1 and E-2 denote which
one of the seventeen (17) prepayment provisions applies to each outstanding Mortgage Loan and expected
Mortgage Loan, respectively. The following chart summarizes the applicability of each prepayment

category as of January 31, 1998.

Percentage of Total
Outstanding Principal | Outstanding Principal
Number of Mortgage Balance of Mortgage Balance of Mortgage
Prepayment Category Loans Loans” Loans”
Category 1 8 $36,978,668 7.35%
Category 2 6 $47,383,448 9.41%
Category 3 6 $25,679,990 5.10%
Category 4 7 ~ $64,526,301 12.82%
Category 5 8 $40,629,497 8.07%
Category 6 4 $13,046,537 2.59%
Category 7 3 $21,609,620 4.29%
Category 8 7 $9,907,349 1.97%
Category 9 15 $6,296,919 1.25%
Category 10 3 $111,078,091 22.07%
Category 11 2 $104,682,681 20.80%
Category 12 1 $6,747,108 1.34%
Category 13 7 $11,667,871 2.32%
Category 14™ - - -
Category 15™ 4 $3,074,550 0.61%
Category 16™ - - -
Category 17 - - -
TOTAL 81 $503,308,630 100.00 %

May not add due to rounding.

Expected prepayment category for the Mortgage Loans funded by 1997 Series B Bond proceeds. Subsequent to
January 31, 1998, one (1) Mortgage Loan with an outstanding mortgage balance of $1,342,000 was made.

Expected prepayment category for all but one of the Mortgage Loans funded by 1997 Series C Bond proceeds.
Subsequent to January 31, 1998, four (4) such additional Mortgage Loans with an outstanding mortgage loan balance
of $2,338,199 were made.

The prepayment category for one of the Mortgage Loans funded by 1997 Series C Bond proceeds. Subsequent to January
31, 1998, this Mortgage Loan with an outstanding mortgage loan balance of $7,541,997 was made.
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The 1998 Series A Mortgage Loans are governed by the prepayment terms set forth in Category 17. Any
prepayment premium or penalty described below (except for the premium described in Category 9) shall
not constitute a Pledged Receipt or Recovery of Principal and, in all events, the 1998 Series A Bond
owners shall not be entitled to receive any premium or penalty in connection with a redemption resulting
from a prepayment of a Mortgage Loan.

Category 1. Prepayments of the principal amount of a Mortgage Loan may be made only with
the approval of FHA upon giving the Corporation at least thirty (30) days’ prior written notice. Any such
prepayment may be made on any May 1 or November 1. In the event than any prepayment of principal
is made, the Mortgagor must pay to the Corporation such fees and charges which are reasonable, as
determined by FHA, and which are related to the Corporation’s cost of redeeming the allocable portion
of the Bonds.

In the event of a partial prepayment, the remaining principal amount will be recast over the
remaining portion of the original mortgage term in monthly payments in an amount approved by the
Corporation, FHA and the Trustee. With the consent of the Corporation and FHA, prepayment of the
* principal amount of a Mortgage Loan may be made in whole or in part from the proceeds of insurance
or condemnation without a penalty or charge except for any fees or charges which are reasonable, as
determined by FHA, and which are related to the Corporation’s cost of redeeming the allocable portion
of the Bonds.

Category 2. Prepayments of the principal amount of a Mortgage Loan may be made only with
the written approval of FHA and the Corporation. The Corporation will grant such approval only if it
determines that such a prepayment would not affect the tax-exempt status of the bonds issued to finance
the Mortgage Loan. A prepayment may not be made prior to the later of (i) the date which is 21 years
after the date on which any units in such Development are first occupied or (ii) the date on which
assistance under the HAP Contract relating to such Development is terminated. In the event that any
prepayment is made, the Mortgagor must pay to the Corporation a penalty or charge in the amount equal
to (i) a premium of three percent (3%) of the amount of such prepayment less one-half percent (1/2%)
for each 12-month period which has elapsed from May 1, 1993 to the time prepayment is made and (ii)
such other fees and charges which are reasonable, as determined by FHA and which are related to the
Corporation’s cost of redeeming the allocable portion of the Bonds.

In the event of a partial prepayment, the remaining principal amount will be recast over the
remaining portion of the original mortgage term in monthly payments in an amount approved by the
Corporation, FHA and the Trustee. Notwithstanding the prior paragraph, with the consent of the
Corporation and FHA, prepayment of the principal amount of a Mortgage Loan may be made in whole
or in part from the proceeds of insurance or condemnation without a penalty or charge except for any
fees or charges which are reasonable, as determined by FHA, and which are related to the Corporation’s
cost of redeeming the allocable portion of the Bonds.

Category 3. The prepayment terms for a Mortgage Loan in Category 3 are identical in all
respect to the terms set forth in Category 2 except that no premium is due and no prepayment shall be
made prior to the latest of (i) the date which is 10 years after the date on which 50% of the units in the
Development are first occupied, (ii) the date which is 22 years and 4 months after the date on which any
unit in the Development is first occupied or (iii) the date on which assistance under the HAP Contract
with respect to such Development is terminated.

Category 4. Prepayments of the principal amount of a Mortgage Loan may be made in whole
or in part on the first day of any month upon thirty (30) days’ written notice to the Corporation. In the
event that any prepayment is made, the Mortgagor must pay to the Corporation a penalty or charge in
an amount equal to (i) a premium of three percent (3%) of the amount of such prepayment, which shall
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be reduced by one-half percent (1/2%) for each 12-month period which has elapsed from May 1, 1993
to the time prepayment is made, and (ii) such other fees and charges which are reasonable, as determined
by FHA and which are related to the Corporation’s cost of redeeming the allocable portion of the Bonds.
Notwithstanding the foregoing, a Mortgagor is permitted to prepay up to fifteen percent (15%) of the
original principal amount of its Mortgage Loan without penalty in each calendar year.

In the event of a partial prepayment, the remaining principal amount will be recast over the
remaining portion of the original mortgage term in monthly payments in an amount approved by the
Corporation, FHA and the Trustee. Notwithstanding the prior paragraph, with the consent of the
Corporation and FHA, prepayment of the principal amount of a Mortgage Loan may be made in whole
or in part from the proceeds of insurance or condemnation without a penalty or charge except for any
fees or charges which are reasonable, as determined by FHA, and which are related to the Corporation’s
cost of redeeming the allocable portion of the Bonds.

Category 5. The prepayment terms of a Mortgage Loan in Category 5 are identical in all
respects to the terms set forth in Category 4 except that no premium is due.

Category 6. Prepayment of the principal amount of a Mortgage Loan may be made only with
the approval of FHA and the Corporation. The Corporation will grant such approval only if it determines
that such a prepayment would not affect the tax-exempt status of the bonds issued to finance the Mortgage
Loan. A prepayment may not be made prior to the later of (i) the date which is sixteen (16) years and
three (3) months after the date on which any unit in the Development is first occupied or (ii) the date on
which assistance under the HAP Contract relating to such Development, if any, is terminated. In the
event that any prepayment is made, the Mortgagor must pay to the Corporation a penalty or charge in
an amount equal to such fees and charges which are reasonable, as determined by FHA, and which are
related to the Corporation’s cost of redeeming the allocable portion of the Bonds.

In the event of a partial prepayment, the remaining principal amount, if any, will be recast over
the remaining portion of the original mortgage term in monthly payments in an amount approved by the
Corporation, FHA and the Trustee. Notwithstanding the prior paragraph, with the consent of the
Corporation and FHA, prepayment of a Mortgage Loan may be made in whole or in part from the
proceeds of insurance or condemnation without a penalty or charge except for any fees or charges which
are reasonable, as determined by FHA, and which are related to the Corporation’s cost of redeeming the
allocable portion of the Bonds.

Category 7. Prepayments of the principal amount of a Mortgage Loan may be made only upon
giving the Mortgage Banker at least thirty (30) days’ prior written notice. Any such prepayment may
be made on any Mortgage Loan payment date only upon payment to the Mortgage Banker of certain
costs, if any.

In the event of a partial prepayment, the remaining principal amount, if any, would be recast over
the remaining portion of the original mortgage term in monthly payments in an amount approved by the
Mortgage Banker and FHA. Notwithstanding the prior paragraph, with the consent of the Mortgage
Banker and FHA, prepayment of the principal amount of a Mortgage Loan may be made in whole or part
from the proceeds of insurance or condemnation without a penalty or charge.

Category 8. Prepayments of the principal amount of a Mortgage Loan may be made only with
the written approval of the Corporation. The Corporation will grant such approval only if it determines
that such prepayment would not affect the tax-exempt status of the bonds issued to finance the Mortgage
Loan. A prepayment may not be made prior to the later of (i) ten (10) years nine (9) months after the
date on which the Mortgage Loan was made (i.e. shortly after completion of the Development) or (ii) the
date on which assistance under the HAP Contract relating to the Development is terminated. In the event
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that any prepayment is made, the Mortgagor must pay to the Corporation a penalty or charge in an
amount equal to (i) two percent (2%) of the amount of such prepayment less one-half percent (1/2%) for
each twelve (12) month period which elapses after November 1, 1995 and (ii) certain other fees and
charges, if any.

In the event of a partial prepayment, the remaining principal amount, if any, would be recast over
the remaining portion of the original mortgage term in monthly payments in an amount approved by the
Corporation. Notwithstanding the prior paragraph, with the consent of the Corporation, prepayment of
the principal amount of the Mortgage Loan may be made in whole or in part from the proceeds of
insurance or condemnation without a penalty or charge except for certain other fees and charges, if any.

Category 9. No prepayment is permitted if any amounts are due and owing under a Mortgage
Loan or an event of default has occurred under a Mortgage Loan unless the written approval of the
Corporation is obtained. In addition, the Mortgagor is prohibited from making any prepayment prior to
November 1, 2004. Thereafter, upon sixty (60) days’ written notice to the Corporation, the Mortgagor
. may prepay the principal amount of a Mortgage Loan provided that the Mortgagor pays to the
Corporation a premium equal to two percent (2%) of the amount of such prepayment less one percent
(1%) for each twelve (12) month period which has elapsed after November 1, 2004 until the premium
reaches zero.

In the event of a partial prepayment, the remaining principal amount, if any, would be recast over
the remaining portion of the original mortgage term in monthly payments in an amount approved by the
Corporation. Notwithstanding the prior paragraph, with the consent of the Corporation, prepayment of
the principal amount of the Mortgage Loan may be made in whole or in part from the proceeds of
insurance or condemnation without a penalty or charge except for certain other fees and charges, if any.

Category 10. Prepayments of the principal amount of a Mortgage Loan may be made at any time
upon payment of such amount and certain other fees and charges. See "Appendix F—Description of
Supplemental Security, Subsidy and Mitchell-Lama Programs—The Section 236 Program" and "—The
Mitchell-Lama Program” for a discussion of other factors concerning prepayment of a Mortgage Loan.

Category 11. Prepayments of the principal amount of a Mortgage Loan may be made at any time
upon payment of such amount and certain other fees and charges. See "Appendix F—Description of
Supplemental Security, Subsidy and Mitchell-Lama Programs—The Mitchell-Lama Program" for a
discussion of other factors concerning prepayment of a Mortgage Loan.

Category 12. Prepayments of the principal amount of this Mortgage Loan may not be made
without the prior written consent of both the Corporation and the holder of another mortgage note, which
is secured by the same Mortgage, but not pledged to the owner of the Bonds. Any prepayment of the
principal amount of the Mortgage Loan permitted by the Corporation and such other holder would include
the payment of certain other fees and charges. See "Appendix F—Description of Supplemental Security,
Subsidy and Mitchell-Lama Programs—The Mitchell-Lama Program" for a discussion of other factors
concerning prepayment of this Mortgage Loan. The holder of the other mortgage note has certain rights
including, but not limited to, foreclosure under certain circumstances. See "THE PROGRAM—Certain
Factors Affecting the Mortgage Loans—New York Foreclosure Procedures and Bankruptcy."

Category 13. Prepayments of the principal amount of a Mortgage Loan may be made only upon
giving the holder of the Mortgage Loan (either the Corporation or the Mortgage Banker) at least thirty
(30) days’ prior written notice. Any such prepayment may be made on any Mortgage Loan payment date
on or after July 1, 1997, and only upon payment to the holder of the Mortgage Loan of a penalty or
charge at the date of such prepayment in the amount equal to (i) two percent (2%) of the amount of such
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prepayment less one percent (1%) for each twelve (12) month period which elapses thereafter until the
prepayment premium reached zero and (ii) certain other costs, if any.

In the event of a partial prepayment, the remaining principal amount, if any, would be recast
over the remaining portion of the original mortgage term in monthly payments in an amount approved
by the holder of the Mortgage Loan and FHA. Notwithstanding the prior paragraph, prepayment of the
principal amount of a Mortgage Loan may be made in whole or in part at any time without a penalty or
charge (i) from the proceeds of insurance or condemnation or (ii) if HUD determines that such
prepayment will avoid a mortgage insurance claim and is therefore in the best interest of the federal
government.

Category 14. No prepayment is permitted if any amounts are due and owing under a Mortgage
Loan or an event of default has occurred under a Mortgage Loan unless the written approval of the
Corporation is obtained. In addition, the Mortgagor is prohibited from making any prepayment prior to
May 1, 2007. Thereafter, upon thirty (30) days’ written notice to the Corporation, the Mortgagor may
prepay the principal amount of a Mortgage Loan provided that the Mortgagor pays to the Corporation
* a premium equal to two percent (2%) of the amount of such prepayment less one percent (1%) for each
twelve (12) month period which has elapsed after May 1, 2007 until the premium reaches zero.

Notwithstanding the prior paragraph, under certain circumstances, at the election of the
Corporation, prepayment of the principal amount of the Mortgage Loan may be made in whole or in part
from the proceeds of insurance or condemnation without a penalty or charge except for certain other fees
and charges, if any.

Category 15. No prepayment is permitted if any amounts are due and owing under a Mortgage
Loan or an event of default has occurred under a Mortgage Loan unless the written approval of the
Corporation is obtained. In addition, the Mortgagor is prohibited from making any prepayment prior to
the tenth anniversary of the Mortgage Loan closing, which closing typically occurs shortly after the
completion of the Development. Thereafter, upon sixty (60) days’ written notice to the Corporation, the
Mortgagor may prepay the principal amount of a Mortgage Loan provided that the Mortgagor pays to
the Corporation a premium equal to two percent (2%) of the amount of such prepayment less one percent
(1%) for each twelve (12) month period which has elapsed after the tenth anniversary of the Mortgage
Loan closing until the premium reaches zero. In the event that any prepayment is made, the Mortgagor
must pay to the Corporation a charge related to the Corporation’s cost of redeeming the allocable portion
of the Bonds.

Notwithstanding the prior paragraph, under certain circumstances, at the election of the
Corporation, prepayment of the principal amount of the Mortgage Loan may be made in whole or in part
from the proceeds of insurance or condemnation without a penalty or charge except for certain other fees
and charges, if any.

Category 16. The prepayment terms of the Mortgage Loan in Category 16 are identical in all
respects to the terms set forth in Category 15 except that the Mortgagor is not required to pay any
premium after the tenth anniversary of the Mortgage Loan closing.

Category 17. No prepayment is permitted if any amounts are due and owing under a Mortgage
Loan or an event of default has occurred under a Mortgage Loan unless the written approval of the
Corporation is obtained. In addition, the Mortgagor is prohibited from making any prepayment prior to
May 1, 2008. Thereafter, upon thirty (30) days’ written notice to the Corporation, the Mortgagor may
prepay the principal amount of a Mortgage Loan provided that the Mortgagor pays to the Corporation
a premium equal to two percent (2%) of the amount of such prepayment less one percent (1%) for each
twelve (12) month period which has elapsed after May 1, 2008 until the premium reaches zero. In the
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event that any prepayment is made, the Mortgagor must pay to the Corporation a charge related to the
Corporation’s cost of redeeming the allocable portion of the Bonds.

In the event of a partial prepayment, the remaining principal amount, if any, would be recast over
the remaining portion of the original mortgage term in monthly payments in an amount approved by the
Corporation. Notwithstanding the prior paragraph, with the consent of the Corporation, prepayment of
the principal amount of the Mortgage Loan may be made in whole or in part from the proceeds of
insurance or condemnation without a penalty or charge except for certain other fees and charges, if any.
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APPENDIX E+4

MORTGAGE LOAN PHYSICAL INSPECTION RATINGS

The Corporation generally conducts an annual site review of each Development to monitor its physical
condition. During this review, the Corporation undertakes various procedures to monitor both the
exterior and interior physical condition of the Developments. The exterior review includes an inspection
of exterior walls and foundations, roofs, exterior walkways, security systems, and gas, water and sewage
systems. The Corporation’s interior review includes an inspection of floors, stairs, interior walkways,
community space, electrical and plumbing fixtures, heating and air conditioning systems, and boiler
facilities. In addition, the Corporation inspects, among other things, each Development’s play areas,
elevators, and fire and safety safeguards.

The Corporation’s inspection ratings for the Developments include four rating levels: superior,
. satisfactory, below average and unsatisfactory. Appendix E-1 denotes which one of the four rating levels
applies to each outstanding inspected Development. The following chart summarizes the applicability of
each physical inspection rating level as of January 31, 1998.

Percentage of Total

Outstanding Principal | Outstanding Principal

Number of Mortgage Balance of Mortgage Balance of Mortgage

Physical Inspection Loans Loans® Loans
Superior 1 $14,128,299 2.84%
Satisfactory 62 $422,305,791 84.79%
Below Average 9 $61,603,012 12.37%
Unsatisfactory 0 - -
TOTAL 2" $498,037,100 100.00%
Superior

This rating is assigned based on a physical inspection that reveals no fire and safety violations; no roof
or boiler leakage; no structural deficiencies; strict implementation of maintenance practices: adequate
funds available to make necessary repairs; and overall attractive physical plant with highly presentable
public and utility areas.

May not add due to rounding.
Developments with Mortgage Loans made within the past twelve (12) months may not yet have been

inspected by the Corporation. These include ten (10) Mortgage Loans made prior to January 31, 1998 and
six (6) Mortgage Loans made subsequent to January 31, 1998.
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Satisfactory

This rating is assigned based on a physical inspection that reveals only minor violations in the
Development which the Corporation believes management will cure; no structural deficiencies: no fire
and safety violations; and basic adherence to maintenance practices.

Below Average

This rating is assigned based on a physical inspection that reveals an inoperable fire alarm control system
for the Development regardless of other existing conditions; other fire and safety hazards in the
Development; inoperable elevators; and/or structural deficiencies. Failure to correct all deficiencies after
a satisfactory review may result in a below average rating on a subsequent review.

Unsatisfactory
- This rating is assigned based on a physical inspection that reveals repeat violations including those
covered under a below average rating; hazardous conditions throughout the Development including

structural damage, leaking roofs and boilers; unattractive public and/or utility areas; and/or failure to
correct deficiencies despite written warnings on at least two (2) occasions.
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APPENDIX F

DESCRIPTION OF SUPPLEMENTAL SECURITY,
SUBSIDY AND MITCHELL-LAMA PROGRAMS

The FHA Insurance Program

General. The following describes briefly the multi-family mortgage insurance program
administered by HUD, acting through FHA, pursuant to Sections 220, 221(d)(3) and 221(d)(4) of Title II
of the National Housing Act and is qualified in its entirety by reference to the National Housing Act and
the regulations thereunder. The applicable FHA regulations regarding such Sections of the National
Housing Act are contained in Part 200, Part 220 and Part 221, respectively, of Title 24 of the Code of
Federal Regulations and, with certain exceptions, incorporate by reference the provisions of Subpart A,
. Part 207 of Title 24 of the Code of Federal Regulations concerning eligibility requirements of mortgages
covering multi-family housing under Section 207 of the National Housing Act and the provisions of
Subpart B, Part 207 of Title 24 of the Code of Federal Regulations concerning the contract rights and
obligations of the mortgagee with respect to mortgages insured under Section 207 of the National Housing
Act. In the event of a conflict between the documents governing the FHA Mortgage Loans, the National
Housing Act or the FHA rules, regulations and program requirements and the Resolutions, the documents
governing the FHA Mortgage Loans or provisions of the National Housing Act and FHA rules,
regulations and program requirements will be controlling. FHA Insurance benefits under the program
are available only if the mortgagee of record is an FHA-approved mortgagee. The Corporation has been
an FHA-approved mortgagee under the FHA Insurance program since 1972.

FHA regulations define a default under an FHA insured mortgage (including the note incorporated
therein) as: (1) a failure to make any payments due under such mortgage or (2) a failure to perform any
other mortgage covenant (which includes covenants in the regulatory agreement executed in connection
with such FHA insured mortgage) if the mortgagee, because of such failure, has accelerated the debt.
In the event that there is a default beyond applicable notice and grace periods under the FHA regulatory
agreement and FHA so requests, the mortgagee, at its option, may declare the whole indebtedness due
and payable. Furthermore, the FHA regulations provide that upon notice of a violation of a mortgage
covenant, FHA reserves the right to require the mortgagee to accelerate payment of the outstanding
principal in order to protect FHA’s interests. A mortgagee is entitled to receive the benefits of the
mortgage insurance after the mortgagor has defaulted and such default (as defined in the FHA regulations)
has continued for a period of thirty (30) days subject to certain requirements.

It is the responsibility of the mortgagee to notify FHA in the event of such a default by the
mortgagor under the mortgage note or mortgage. FHA regulations further require the mortgagee to make
an election, within forty-five (45) days after the date on which the mortgagee becomes eligible to receive
FHA Insurance benefits, (i) to assign the mortgage to FHA or (ii) to acquire title to and convey the
project property to FHA, unless such time period is extended by FHA.

The mortgagee is required to submit all required documentation within forty-five (45) days of the
date the mortgage is assigned to FHA unless the time is extended by FHA. The documentation required
to be supplied to FHA includes the mortgage note, the mortgage, the security agreement, the financing
statements, the title policy, the hazard policy and other instruments, together with assignments of such
documents to FHA. If the election is not made or the documents are not delivered within the forty-five
(45) days allowed, FHA will not pay the mortgagee interest on sums outstanding from the date the
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election should have been made or the date the required documents should have been submitted to FHA,
whichever is applicable, to the date when the mortgage insurance claim is finally paid, unless FHA has
agreed to extend the period with interest.

The FHA Insurance benefits received in the event of any claim under the FHA Insurance contract
will be subject to certain deductions. The mortgagee will be entitled to settlement of the insurance claim
in cash (or, if elected by the mortgagee, in FHA debentures), upon assignment of the mortgage, in an
amount equal to 99% of the amount of the principal balance of a defaulted mortgage loan outstanding as
of the date of default, after adjustment for certain expenses and for deposits or assets held by the
mortgagee for the benefit of the development and not assigned to FHA. However, the Corporation has
covenanted in the applicable Supplemental Resolutions to receive insurance claim settlements in cash.
FHA Insurance benefits include the payment of interest at the FHA debenture rate on the amount of the
insurance claim from the date of default to the date the claim is paid (or such earlier date by which the
mortgagee is required to file the election to assign the mortgage or complete submissions as described
above, if the mortgagee fails to take such action on a timely basis). The interest rate on the FHA
debentures is the rate in effect as of the date of the commitment for FHA Insurance or as of the date of

 initial endorsement of the note by FHA, whichever is higher. In the case of a monetary default, the date
of default is deemed to be the date on which payment on the mortgage loan originally should have been
received.

In connection with a claim for FHA Insurance benefits, FHA may require delivery to it of certain
cash items. Cash items are defined to include, among other things, any cash held by or on behalf of the
mortgagee which has not been applied to reduce the mortgage, funds held by the mortgagee for the
account of the mortgagor, any unadvanced balance of the insured note and any undrawn balance under
letters of credit delivered to the mortgagee in connection with endorsement of the insured note. The
mortgagee is responsible for all funds in its custody and must therefore obtain approval from FHA and
others when required, prior to release of any funds which may be in its possession. Failure properly to
protect such funds may result in a deduction from the FHA Insurance benefits in an amount equal to the
funds FHA asserts should have properly been held as a deposit. '

In the event of an assignment, in order to receive FHA Insurance benefits, FHA requires the
mortgagee to warrant that: (1) no act or omission of the mortgagee has impaired the validity and priority
of the mortgage; (2) the mortgage is prior to all mechanic’s and materialmen’s liens filed on record
subsequent to the recording of the mortgage, regardless of whether such liens attached prior to the
recording date; (3) the mortgage is prior to all liens and encumbrances which may have attached or
defects which may have arisen subsequent to the recording of the mortgage, except such liens or other
matters as may be approved by FHA; (4) the amount stated in the instrument of assignment is actually
due under the insured note and mortgage and there are no offsets or counterclaims against such amount;
and (5) the mortgagee has a good right to assign the insured note and mortgage. In assigning its security
interest in chattels, including materials, located on the premises covered by the mortgage, or its security
interest in building components stored either on-site or off-site at the time of assignment, the mortgagee
is required to warrant that: (a) no act or omission of the mortgagee has impaired the validity or priority
of the lien created by the chattel security instruments; (b) the mortgagee has a good right to assign the
security instruments; and (c) the chattel security instruments are a first lien on the items covered by the
instruments except for such other liens or encumbrances as may be approved by FHA.

The mortgagee will be required to furnish FHA with a title insurance policy or policies which
name FHA as an insured party and which assure that the mortgage constitutes a first lien on the project,
subject only to such exceptions previously approved by FHA. The mortgagee will be required to remove
any unapproved intervening liens and to obtain an updated title endorsement within the 45-day period (or
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such longer period as may be approved by FHA) during which documents are required to be submitted.
FHA will deduct the amount of any unapproved liens which have priority over the insured mortgage lien
from the mortgage insurance benefits.

FHA typically pays a portion of an insurance claim prior to the delivery of all required
documentation, including the mortgage note and the mortgage. If a claim is made, FHA will usually,
but is not obligated to, pay 90% of the outstanding principal balance of the note within fifteen days of
the recordation of an assignment of the mortgage to FHA. Remaining balances are paid to the mortgagee
after FHA has received final financial data and final legal clearance has been received. During the period
from the date of default on the mortgage until final payment (or such earlier date by which the mortgagee
is required to complete submissions as described above), FHA pays interest on the remaining unpaid
amount of the insurance claim at the FHA debenture rate. )

FHA requires the maintenance of specified casualty insurance on mortgaged properties. The
mortgagee must obtain such coverage in the event the mortgagor fails to do so. If the mortgagee fails
to pay any premiums necessary to keep the mortgaged property so insured, the mortgage insurance may
" be terminated at the election of FHA. Alternatively, failure to maintain such insurance at the required
levels may result in loss of FHA Insurance benefits in the event the mortgage is assigned to FHA and
there are uncompensated amounts arising out of a casualty loss unless, at the time of initial endorsement
of the note by FHA, the related project was covered by casualty insurance and such insurance was later
cancelled or not renewed and the mortgagee gave notice thereof to FHA within 30 days, or within such
further time as FHA may approve, accompanied by a certification that diligent efforts to obtain casualty
insurance at reasonably competitive rates were unsuccessful and that efforts to obtain adequate insurance
coverage at competitive rates will be continued.

Regulatory Agreement. Rent Adjustments and HUD’s Supervisory Powers. Under the form of
regulatory agreement used in connection with developments financed pursuant to FHA insured mortgage
loans (the "Regulatory Agreement"), the mortgagor is required, among other things, to make all payments
due under the mortgage loan and to pay a specified amount monthly into the reserve fund for
replacements, which must at all times be under the control of state or local housing finance agencies (the
"HFA") and disbursements from which may be made only with HUD’s consent or, if authorized by
HUD, with the consent of the HFA. In addition, the mortgagor must deposit all rents and other receipts
of the development in a development bank account and may withdraw funds from such account only in
accordance with the Regulatory Agreement for expenses of the development, certain required remittances
to HUD, or distributions of return on equity. For projects subject to rent regulation by HUD (except for
projects assisted with Section 8 contracts), rental increases may be made only with the approval of HUD.
At any time HUD will consider a written request for a rental increase if such request is properly
supported by substantiating evidence. Within a reasonable time HUD must either:

(1) approve an increase in the rental schedule to compensate for any net increase in
taxes other than income taxes and in operating and maintenance expenses over which the
mortgagor has no effective control; or

2) deny the increase, stating the reasons therefor.
Rent increases for projects assisted with Section 8 contracts are governed by the provisions of the
applicable Section 8 contract. Generally, projects insured under Sections 220 and 221(d)(4) of the

National Housing Act are not subject to rent regulation by HUD, with certain project-by-project
exceptions.
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The Regulatory Agreement also contains provisions detailing requirements for tenant eligibility
and enforcement mechanisms thereof, requiring nondiscrimination on account of children, race, color,
religion, creed, sex or national origin, and permissible uses of, or changes to, the development. In
particular, the Regulatory Agreement prohibits the conveyance, transference or encumbrance of the
development or any right to manage the development without the prior written approval of HUD. The
mortgagor may not make, receive, or retain any distribution of assets or income from the development
except from "surplus cash" and only as permitted under the Regulatory Agreement and applicable laws.

The mortgagor is also prohibited, without the prior written approval of HUD, from remodeling,
adding to or demolishing any part of the development or engaging in any other business or activity or
incurring any obligation or liability not in connection with the development or requiring as a condition
of occupancy of any unit a deposit greater than the prepayment of the first month’s rent plus a security
deposit of one month’s rent or permitting the use of the development for any use except the use that was
originally intended.

The development and all books, records, and documents relating thereto are required to be subject

“to examination and inspection at any reasonable time by HUD. Books and accounts of the development

are to be kept in accordance with HUD requirements and complete annual financial reports are to be
furnished to HUD within sixty (60) days of the end of each fiscal year.

In the event of a violation in the performance of the mortgagor’s obligations under the Regulatory
Agreement and the mortgagor’s failure to cure such violation after receiving notice from HUD, even in
the absence of a default under a mortgage note or a mortgage, HUD may (a) notify the HFA of such
default and request the HFA to declare a default under the mortgage note and the mortgage, and the HFA
may, at its option, declare the whole indebtedness due and thereupon proceed with foreclosure of the
mortgage or assign the mortgage note and the mortgage to HUD, (b) collect all rents and charges in
connection with the operation of the development and use such collections to pay the mortgagor’s
obligations under the Regulatory Agreement, the mortgage note and the mortgage and the expenses of
maintaining the development, (c) take possession of and operate the development, and (d) apply for an
injunction, appointment of a receiver or such other relief as may be appropriate.

The Regulatory Agreement provides that the mortgagor of the development assumes no personal
liability for payments due under the related mortgage note and mortgage, for the reserve for replacements
or for matters not under its control. The Regulatory Agreement does provide, however, that the
mortgagor is liable for funds or property of the development in the possession of the mortgagor and
which the mortgagor is not entitled to retain, and for the mortgagor’s actions, or those of others which
the mortgagor has authorized, in violation of the Regulatory Agreement.

Loss of FHA Insurance. The failure to maintain adequate casualty insurance on a development
may result in the partial or full loss of the FHA Insurance benefits in the event of damage to or
destruction of such development. FHA Insurance benefits may also be lost for failure to pay required
FHA mortgage insurance premiums or failure to provide FHA with required notices. FHA Insurance
benefits may also be denied if fraudulent statements were made to FHA by the HFA or by the mortgagor
with the knowledge of the HFA.
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GNMA Mortgage-Backed Securities Program

GNMA Securities are "fully-modified, pass-through” securities which require the Mortgage
Banker that issued such GNMA Securities or its assignee (i) to make monthly payments of principal and
interest on the aggregate principal balance thereof to the holder of the GNMA Securities, whether or not
the Mortgage Banker receives payments on the mortgage loans backing the GNMA Securities from the
mortgagor, and (ii) to pass through any prepayments of principal and premiums on the mortgage loans
received by the Mortgage Banker. GNMA Securities are guaranteed as to full and timely payment of
principal and interest by GNMA, a wholly-owned corporate instrumentality of the United States within
the Department of Housing and Urban Development with its principal office in Washington, D.C.

GNMA Guaranty. GNMA is authorized by Section 306(g) of Title III of the National Housing
Act to guarantee the timely payment of the principal of and interest on securities which are based on and
backed by, among other things, an FHA insured mortgage loan under the National Housing Act.
Section 306(g) of the National Housing Act provides further that "the full faith and credit of the United
States is pledged to the payment of all amounts which may be required to be paid under any guaranty
-under this subsection.” An opinion, dated December 12, 1969, of an Assistant Attorney General of the
United States, states that under Section 306(g) of the National Housing Act, such guarantees of mortgage-
backed securities (of the type to be delivered to the Trustee on behalf of the Corporation) are authorized
to be made by GNMA and "would constitute general obligations of the United States backed by its full
faith and credit."

GNMA guarantees the timely payment of the principal of and interest on the GNMA Security by
the Mortgage Banker. Interest and principal payments on the underlying mortgage loans received by the
Mortgage Banker from the mortgagor are the primary source of monies for payments on the GNMA
Securities. If such payments are less than what is due under the GNMA Security, the Mortgage Banker
is obligated to advance its own funds to insure timely payment of all amounts coming due on the GNMA
Security. GNMA guarantees such timely payment to the holder of the GNMA Securities by the Mortgage
Banker whether or not made by a mortgagor. If such payments are not received as scheduled, the holder
of the GNMA Securities has recourse directly to GNMA. The GNMA Securities do not constitute a
liability of, nor evidence any recourse against, the Mortgage Banker as the issuer of the GNMA
Securities, but recourse thereon is solely against GNMA.

In order to meet its obligations under such guaranty, GNMA, in its corporate capacity under
Section 306(d) of Title III of the National Housing Act, may issue its general obligations to the United
States Treasury in an amount outstanding at any time sufficient to enable GNMA, with no limitations as
to amount, to perform its obligations under its guaranty of the timely payment of the principal of and
interest on a GNMA Security. The Treasury is authorized to purchase any obligations so issued by
GNMA and has indicated in a letter dated February 13, 1970, from the Secretary of the Treasury to the
Secretary of HUD that the Treasury will make loans to GNMA, if needed, to implement the
aforementioned guaranty. GNMA further warrants to the holder of each GNMA Security, that, in the
event it is called upon at any time to make good its guaranty of the payment of principal and interest on
a GNMA Security, it will, if necessary, in accordance with Section 306(d) of the National Housing Act,
apply to the Treasury Department of the United States for a loan or loans in amounts sufficient to make
payments of principal and interest.

Under the GNMA Mortgage-Backed Securities Program, the Mortgage Banker is obligated to
execute a Guaranty Agreement which provides that, in the event of a default by the Mortgage Banker,
including (i) a request to GNMA to make a payment of principal or interest on a GNMA Security, (ii) the
insolvency of the Mortgage Banker, or (iii) a default by the Mortgage Banker under any other Guaranty
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Agreement with GNMA, GNMA shall have the right to extinguish the Mortgage Banker’s interest in the
mortgage loans that back GNMA Securities, which then shall become the absolute property of GNMA,
subject only to the unsatisfied rights of the owners of the GNMA Securities. In such event, the GNMA
Guaranty Agreement provides that GNMA shall be the successor in all respects to the Mortgage Banker
in its capacity under the GNMA Guaranty Agreement and shall be subject to all responsibilities, duties
and liabilities (except the Mortgage Banker’s Indemnification of GNMA) of the Mortgage Banker
pursuant to the GNMA Guaranty Agreement. GNMA may contract for another eligible issuer of GNMA
Securities to undertake and agree to assume any part or all of such responsibilities, duties or liabilities
of the Mortgage Banker, as long as no such agreement detracts from or diminishes the responsibilities,
duties or liabilities of GNMA in its capacity as guarantor of the GNMA Security or otherwise adversely
affects the rights of the owners of the GNMA Securities.

Payment of Principal and Interest on the GNMA Securities. GNMA Securities provide that
accrued interest for thirty (30) days is payable by the Mortgage Banker to the holder of the GNMA
Securities on the fifteenth (15th) of each successive month thereafter until maturity of the GNMA
Security. The GNMA Securities are payable in equal monthly installments, subject to prepayment. The
‘aggregate amount of principal due on the GNMA Securities is in an amount equal to the scheduled
principal amortization currently due on the underlying mortgage note.

Each of the monthly installments is subject to adjustment by reason of any prepayments or other
early or unscheduled recoveries of principal on the mortgage note. In any event, the Mortgage Banker
is obligated to pay to the holder of the GNMA Securities, monthly installments of not less than the
interest due on the GNMA Securities at the rate specified in the GNMA Securities, together with any
scheduled installments of principal whether or not collected from the mortgagor, and any prepayments
or early recoveries of principal (including insurance proceeds and condemnation awards that are applied
to principal and FHA insurance benefits) and prepayment premiums paid under the Mortgage Note. Final
payment shall be made upon surrender of each outstanding GNMA Security. Any such prepayment could
result in the redemption of Bonds at any time.

In the event that a mortgagor defaults under an FHA insured mortgage loan that backs a GNMA
Security, the Mortgage Banker may elect to file a claim for FHA Insurance benefits. See "The FHA
Insurance Program" above. :

Under the GNMA Mortgage-Backed Securities Program, the Mortgage Banker is required to
service and otherwise administer the mortgage loans in accordance with generally accepted practices of
the mortgage banking industry and the GNMA Servicer Guide. The monthly remuneration of the
Mortgage Banker, for its servicing and administrative functions, and the guaranty fee charged by GNMA,
are based on the unpaid principal amount of GNMA Securities outstanding. Repayment of principal on
such GNMA Securities will be based on repayment of the respective mortgage note which, because of
the 0.25% higher interest rate, will occur more slowly than would repayment by equal installments of
principal and interest at the interest rate on the GNMA Securities.

The SONYMA Insurance Program

General. The State of New York Mortgage Agency Act, Chapter 612 of the Laws of New York,
1970, as amended (the "SONYMA Act"), authorizes SONYMA, a public benefit corporation of the State,
among other things, to enter into commitments to insure mortgages and contracts of mortgage insurance
and to fulfill its obligations and enforce its rights under any insurance so furnished. Part II of the
SONYMA Act, authorizing the mortgage insurance program, was adopted by the State Legislature in
1978 to encourage financial institutions to make mortgage loans in neighborhoods suffering from
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disinvestment by providing mortgage insurance to minimize the investment risk. In 1989, the SONYMA
Act was amended to authorize SONYMA to provide insurance for a loan or pool of loans (a) when the
- property is located in an "economic development zone" as defined under State law, (b) when the property
will provide affordable housing, (c) when the entity providing the mortgage financing was or is created
by local, state or Federal legislation, and certifies to SONYMA that the project meets the program criteria
applicable to such entity or (d) when the property will provide a retail or community service facility that
would not otherwise be provided. The Mortgage Loans insured by SONYMA (the "SONYMA Mortgage
Loans") are insured under the SONYMA Act.

The SONYMA Act authorizes SONYMA to create a mortgage insurance fund (the
"Mortgage Insurance Fund"). The Mortgage Insurance Fund is used as a revolving fund for
carrying out the provisions of the SONYMA Act with respect to mortgages insured thereunder. The
Bonds are not secured by monies held in the Mortgage Insurance Fund and SONYMA is not liable
on the Bonds. The SONYMA Act provides that all monies held in the Mortgage Insurance Fund,
with certain exceptions, shall be used solely for the payment of its liabilities arising from mortgages
_ insured by SONYMA pursuant to the SONYMA Act. Only monies in the Mortgage Insurance Fund

will be available to SONYMA for payment of SONYMA'’s liabilities under the SONYMA mortgage
insurance policies for the applicable Developments (the "SONYMA Insurance").

The SONYMA Act establishes within the Mortgage Insurance Fund a special account (the
"Special Account”), a single family pool insurance account with respect to pool insurance related to one
to four dwelling units (the "Single Family Pool Insurance Account") and a project pool insurance account
with respect to all other pool-insured properties (the "Project Pool Insurance Account"). The SONYMA
Mortgage Loans are insured by SONYMA under the Special Account. The SONYMA Act provides that
assets of the Special Account, the Single Family Pool Insurance Account and the Project Pool Insurancs
Account shall be kept separate and shall not be commingled with each other or with any other accounts
which may be established from time to time, except as authorized by the SONYMA Act. The claims-
paying ability of the Special Account and the Single Family Pool Insurance Account of the Mortgage
Insurance Fund are rated "Aa" and "Aaa," respectively, by Moody’s Investors Service. The claims-
paying ability of the Special Account and the Single Family Pool Insurance Account of the Mortgage
Insurance Fund are rated "A+" and "AA," respectively, by Fitch Investors Service. Such ratings reflect
only the views of such organizations, and an explanation of the significance of such ratings may be
obtained from the respective rating agencies. There is no assurance that such ratings will continue for
any period of time or that they will not be revised downward or withdrawn entirely by such rating
agencies if, in their judgment, circumstances so warrant. Any such downward revision or withdrawal
of such ratings may have an adverse effect on the market price of the Bonds. The payment of principal
of and interest on the Bonds is not secured by or payable from monies held in the Special Account. The
SONYMA Act provides that all monies held in the Special Account, with certain exceptions, shall be used
solely for the payment of its liabilities arising from mortgages insured by SONYMA pursuant to the
SONYMA Act.

The Mortgage Insurance Fund is funded primarily by a surtax on the State mortgage recording
tax. Section 253(1-a) of the State Tax Law (the "State Tax Law") imposes a surtax (the "Tax") on
recording mortgages of real property situated within the State. Excluded from the Tax are, among others,
recordings of mortgages executed by voluntary nonprofit hospital corporations, mortgages executed by
or granted to the Dormitory Authority of the State of New York and mortgages, wherein the mortgagee
is a natural person, on mortgaged premises consisting of real property improved by a structure containing
six or fewer residential dwelling units, each with separate cooking facilities. The Tax is equal to $0.25
for each $100 (and each remaining major fraction thereof) of principal debt which is secured by the
mortgage. Section 261 of the State Tax Law requires the respective recording officers of each county
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of the State, on or before the tenth day of each month, after deducting certain administrative expenses
incident to the maintenance of their respective recording offices, to pay SONYMA for deposit to the
credit of the Mortgage Insurance Fund the portion of the Tax collected by such counties during the
preceding month, except that: (i) with respect to mortgages recorded on and after May 1, 1987, the
balance of the Tax paid during each month to the recording officers of the counties comprising the
Metropolitan Commuter Transportation District on mortgages of any real property improved by a
structure containing six residential dwelling units or less with separate cooking facilities, shall be paid
over to the Metropolitan Transportation Authority; (ii) with respect to mortgages recorded on and after
May 1, 1987, the balance of the Tax paid during each month to the recording officers of the County of
Erie on mortgages of any real property improved by a structure containing six residential dwelling units
or less with separate cooking facilities, shall be paid over to the State Comptroller for deposit into the
Niagara Frontier Transportation Authority light rail rapid transit special assistance fund; and (iii) Taxes
paid upon mortgages covering real property situated in two or more counties shall be apportioned by the
State Tax Commission among SONYMA, the Metropolitan Transportation Authority and the Niagara
Frontier Transportation Authority, as appropriate.

Mortgage recording taxes have been collected in the State for more than 75 years. SONYMA
has been entitled to receive Tax receipts since December 1978. Under existing law, no further action
on the part of the State Legislature is necessary for the Mortgage Insurance Fund to continue to receive
such monies. However, the State is not bound or obligated to impose, or to impose at current levels, the
mortgage recording taxes described above or to direct the proceeds to SONYMA as currently provided.
The Mortgage Insurance Fund’s receipt of Tax receipts is dependent upon the performance by the county
recording officers of their collection and remittance obligations; the State Tax Commission is given
general supervisory power over such officers. Tax receipts paid to the Mortgage Insurance Fund in
calendar years 1993, 1994, 1995, 1996 and 1997 were approximately $44 million, $43 million, $34
million, $37 million and $41 million, respectively.

The SONYMA Act provides that SONYMA must credit the amount of money received from the
recording officer of each county to the Special Account. Except for the transfers described below,
amounts so credited to the Special Account may be used solely to pay SONYMA'’s liabilities under
outstanding mortgage insurance policies. The SONYMA Act permits SONYMA to transfer amounts in
excess of the Mortgage Insurance Fund Requirement (as such term is defined in the SONYMA Act) for
the Special Account from that account to the Single Family Pool Insurance Account or the Project Pool
Insurance Account, to the extent necessary to satisfy the mortgage insurance reserve requirement of the
Single Family Pool Insurance Account or the Project Pool Insurance Account, respectively. The
SONYMA Act also provides that if at any time the monies, investments and cash equivalents (valued as
determined by SONYMA) of the Single Family Pool Insurance Account or the Project Pool Insurance
Account exceed the amount necessary to attain and maintain the credit rating required to accomplish the
purposes of either of such accounts, SONYMA shall transfer such excess to the Special Account. Any
excess in the Special Account is required to be remitted to the State annually. The SONYMA Act
provides that no monies shall be withdrawn from the Mortgage Insurance Fund at any time in such
amount as would reduce the amount in such fund to less than the Mortgage Insurance Fund Requirement,
except for the purpose of paying liabilities as they become due and for the payment of which other monies
are not available. There can be no assurance that the amounts on deposit in the Special Account will not
be depleted through payment of liabilities arising with respect to insured mortgage loans other than the
SONYMA Mortgage Loans.

The Mortgage Insurance Fund Requirement as of any particular date of computation is equal to

an amount of money or cash equivalents equal to the aggregate of (a) the insured amounts of loans that
SONYMA has determined to be due and payable as of such date pursuant to its contracts to insure
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mortgages plus (b) an amount equal to twenty per centum of the amounts of loans insured under
SONYMA'’s insurance contracts plus twenty per centum of the amounts to be insured under SONYMA'’s
commitments to insure less the amounts payable pursuant to clause (a) above; provided, however, that
if the board of directors of SONYMA shall have established a different per centum for a category of loans
pursuant to the SONYMA Act, such per centum shall be substituted for twenty per centum in clause (b)
above. Pursuant to the SONYMA Act, the board of directors of SONYMA may, from time to time,
establish a Mortgage Insurance Fund Requirement in an amount other than the twenty per centum set
forth above. To date the board of directors of SONYMA has not authorized any such substitution;
however, there can be no assurance that in the future such Mortgage Insurance Fund Requirement will
not be changed or reduced.

The Mortgage Insurance Fund provides primary mortgage insurance for various types of
properties, including single and multi-family residences, special needs facilities, and retail and
community service facilities. Since 1989, the Mortgage Insurance Fund has been providing pool
insurance (the "Single Family Pool Insurance") for mortgages that SONYMA financed pursuant to its
_single family forward commitment programs. The Mortgage Insurance Fund currently provides pool
insurance coverage on certain mortgage loans purchased with proceeds of certain of SONYMA's bonds.

As of October 31, 1997, the Mortgage Insurance Fund’s total liability against commitments and
against policies in force was $1,897,426,957, of which $1,692,296,148 was against primary mortgage
insurance commitments and policies in force, the balance of $205,130,809 being against Single Family
Pool Insurance commitments and policies in force. As of October 31, 1997, the Mortgage Insurance
Fund had a total loan amount on outstanding commitments and policies in force of $6,584,222.921, of
which $2,658,745,305 represented the total loan amount on outstanding primary mortgage insurance
commitments and policies in force, the balance of $3,925,477,616 being the total loan amount on
outstanding Single Family Pool Insurance commitments and policies in force.

As of October 31, 1997, the Special Account had paid 13 claims for loss on insurance policies
under its primary mortgage insurance coverage in the aggregate amount of $23,132,844. As of
October 31, 1997, the Mortgage Insurance Fund had 28 primary mortgage insurance policies in force
on which claims for loss had been submitted; SONYMA estimates that its total liability thereon is
$47,570,594. As of October 31, 1997, 117 claims for loss had been paid by SONYMA for $3,811,774
under its Single Family Pool Insurance policies.

In addition to the mortgage insurance program, the SONYMA Act authorizes SONYMA to
purchase and make commitments to purchase mortgage loans on single-family (one- to four-unit) housing
and home improvement loans from certain lenders in the State. The SONYMA Act also €mpowers
SONYMA to make and purchase certain student loans. SONYMA may issue its bonds to finance said
purposes.

Copies of SONYMA'’s Annual Report for the year ended October 31, 1997 and audited financial
statements for the year ended October 31, 1997 are available from the State of New York Mortgage
Agency, 641 Lexington Avenue, New York, New York 10022, telephone: (212) 688-4000.

SONYMA makes no representation as to the contents of this Private Placement Memorandum
(other than this section), the suitability of the 1998 Series A Bonds for any investor, the feasibility of the
Developments or compliance with any securities or tax laws and regulations which may relate to the
issuance and sale of the 1998 Series A Bonds.

SONYMA'’s role is limited to providing the coverage set forth in the SONYMA Insurance.
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Collection of SONYMA Mortgage Insurance Benefits. The Corporation has covenanted not to

take any action that would conflict with the requirements or procedures of SONYMA so as to jeopardize
the SONYMA Insurance on the SONYMA Mortgage Loans. In the event of a default under a SONYMA
Mortgage Loan, the Corporation has covenanted to undertake to assign such SONYMA Mortgage Loan
to SONYMA in a timely fashion so as to avoid any loss or diminution of benefits receivable as SONYMA
Insurance and to make claims for SONYMA Insurance benefits in cash.

In the event a payment due with respect to a SONYMA Mortgage Loan is in default for 60 days,
the Corporation is required to notify SONYMA of the default and thereby trigger the Corporation’s right
to assign said Mortgage to SONYMA if the default is not cured within the following 60 days. If the
default is not fully cured within 120 days, the Corporation is required to exercise its right to assign said
Mortgage to SONYMA. Subject to the terms and conditions of the SONYMA commitment to insure each
SONYMA Mortgage Loan and the policy issued in connection therewith, SONYMA has agreed that,
within ten (10) days after assignment of a Mortgage by the Corporation to SONYMA, it shall pay the
Corporation an amount at least equal to the full unpaid principal balance of the SONYMA Mortgage Loan

and all accrued interest on such Mortgage Loan.

The SONYMA Insurance with respect to a SONYMA Mortgage Loan may terminate pursuant
to its terms upon the occurrence of certain events including the nonpayment of renewal premium, the
modification of a SONYMA Mortgage without the prior written approval of SONYMA, and the disposal
of property or collateral securing a SONYMA Mortgage Loan prior to the final settlement of a claim for
loss.

The Section 8 Program

General. The following is a brief description of the housing assistance payments program

authorized by Section 8 of the United States Housing Act of 1937, as amended (the "1937 Housing Act"),

“which is qualified in its entirety by references to the applicable provisions of said Act and the regulations
thereunder (the "Regulations"). :

The Section 8 program is administered by HUD and authorizes subsidy payments to the owners
of qualified housing for the benefit of lower income families (defined generally as families whose income
does not exceed 80% of the median income for the area as determined by HUD) and very-low income
families (defined generally as families whose income does not exceed 50% of the median income for the
area as defined by HUD). Provision is made under the 1937 Housing Act and HUD regulations
thereunder for administration of the Section 8 program through state or local housing finance agencies,
as contract administrator (the "Contract Administrator"). Under this arrangement, the Contract
Administrator agrees to pay the subsidy to or for the account of the mortgagor and concurrently contracts
with HUD for payments of the subsidy by HUD to it. Pursuant to amendments to the 1937 Housing Act
effected by the Housing and Community Development Amendments of 1981 (the "1981 Amendments"),
not more than 25% of the dwelling units which were available for occupancy under HAP Contracts before
the October 1, 1981 effective date of the 1981 Amendments and which are leased thereafter shall be
available for leasing by lower income families other than very-low income families; and not more than
15% of the dwelling units which become available for occupancy under HAP Contracts after the effective
date of the 1981 Amendments shall be available for leasing by lower income families other than very-low
income families. The housing assistance payments generally represent the difference between the
"contract rents" (plus estimated utility allowances, where utility costs are paid directly by tenants, and
an administrative fee, hereinafter described, where applicable) for all eligible units in a development, as
approved by HUD from time to time, and the eligible tenant’s contributions, which is generally 30% of
such tenant’s income, as adjusted for family size, income and expenses, with certain adjustments.
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Beginning in fiscal year 1996, and currently extending through fiscal year 1998, each assisted family is
required to pay a minimum rent of between $25 and $50 per month. HUD has implemented a $25
minimum for most families. (Notices H 96-89, H 97-66). The contract rents for a development are
generally limited to the "fair market rents" established by HUD as reasonable in relation to rents for
comparable units in the area.

Subsidy Contracts. The payment of subsidies under the Section 8 program is made pursuant to
two contracts entered into with respect to each development assisted under such program: an annual
contributions contract (the "ACC") between HUD and the Contract Administrator, and the HAP Contract
between the Contract Administrator and the owner. The ACC obligates the United States to provide
funds to the Contract Administrator with which to make monthly housing assistance payments to the
owner pursuant to a HAP Contract. The Corporation is the Contract Administrator for all but three of
the Section 8 Developments; with respect to which three Developments, HPD is the Contract
Administrator.

The ACC establishes the maximum annual amount of the housing assistance payments to be made

“by HUD for the account of the mortgagor of a development. This amount may not exceed the total of
the initial contract rents and utility allowances for the eligible units in a development and any
administrative fee. If the amount of housing assistance payments actually disbursed under an ACC in any
given year is less than the total available amount, some or all of the excess (including an amount equal
to the portion of the contract rents payable by the tenants) is required to be set aside by HUD in a
"project account” for the particular development and will be available in future years to fund increases
in contract rents for the development, decreases in family incomes or other costs authorized or approved
by HUD. In the event that previously appropriated amounts are not sufficient to meet HUD’s contractual
obligations to the Section 8 Developments, HUD is required by applicable Section 8 provisions to take
such additional steps authorized by subsection (c)(6) of Section 8 of the 1937 Housing Act as may be
necessary to obtain funds to assure that payment will be adequate to cover increases in contract rents and
decreases in tenant payments. Under subsection (c)(6) of Section 8: "[t]he Secretary [of HUD] shall take
such steps as may be necessary, including the making of contracts for assistance payments in amounts
in excess of the amounts required at the time of the initial renting of dwelling units, the reservation of
annual contributions authority for the purpose of amending housing assistance contracts, or the allocation
of a portion of new authorizations for the purpose of amending housing assistance contracts, to assure
that assistance payments are increased on a timely basis to cover increases in maximum monthly rents
or decreases in family incomes." In practice, HUD has sought and received amendment authority from
Congress sufficient to enable it to discharge its obligations under the HAP Contracts and the ACCs. The
Corporation currently is experiencing a decline in the amount of funds available to certain of the Section
8 Developments owing to automatic increases in rental subsidies under the terms of the HAP Contracts
associated with such Developments. Consistent with applicable law and regulations, the Corporation
expects that HUD will amend the contracts for such Developments to provide additional funds as needed.

The HAP Contract provides for housing assistance payments with respect to a dwelling unit
covered by the HAP Contract on the condition that such unit is maintained according to the requirements
of the HAP Contract anq is occupied by an eligible tenant. An ACC remains in effect for as long as a
HAP Contract is in effect.

Amount and Payment of Subsidy. Section 8 subsidies available for debt service on the Bonds are
based upon the contract rent applicable to specified dwelling units. The contract rent is initially based
on the fair market rent for the dwelling unit, which is determined by HUD periodically with respect to
each locality and published in the Federal Register. The proportion of the contract rent paid by HUD
and that paid by tenants will vary generally depending upon tenant income.
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Adjustment of Subsidy Amounts. Each HAP Contract provides for certain adjustments in contract
rents. At least annually, HUD publishes an Annual Adjustment Factor ("AAF"), which is intended to
reflect changes in the fair market rent established in the housing area for similar types and sizes of
dwelling units; interim revisions may be made where market conditions warrant, Upon request from the
owner to the Corporation, the AAF is applied on the anniversary date of each HAP Contract to contract
rents, provided that no adjustment shall result in a material difference between the rents charged for
subsidized and comparable non-subsidized dwelling units except to the extent that the differences existed
with respect to the contract rents set at HAP Contract execution or cost certification where applicable.
(The difference that existed between the contract rent for a unit at HAP Contract execution and the rent
on comparable unassisted units is generally referred to by HUD as the "initial difference” in contract
rents.) In addition, provision is made in the regulations for special additional adjustments to reflect
increases in actual and necessary expenses of owning and maintaining the subsidized units which have
resulted from substantial general increases in real property taxes, assessments, utility rates and utilities
not covered by regulated rates, if the owner demonstrates that the automatic annual adjustments have not
provided adequate compensation. Under current law (Section 8(c)(2)(C) of the 1937 Housing Act),
- "[t]he Secretary may not reduce the contract rents in effect on or after April 15, 1987, for newly
constructed, substantially rehabilitated, or moderately rehabilitated projects assisted under the
section...,unless the project has been refinanced in a manner that reduces the periodic payments of the
owner."

Notwithstanding the foregoing, if the contract rents for a development exceed the applicable HUD
fair market rents (plus any initial difference), then contract rents cannot be increased beyond comparable
market rents (plus the initial difference) as determined by independent appraisals of at least three
comparable local developments submitted by the owner. In addition, the AAFs for Section 8 units which
experienced no turnover in tenants since their preceding HAP Contract anniversary date shall be one
percentage point less than the AAFs that would otherwise apply. After several interim periods, these
limitations were made permanent by the Balanced Budget Act of 1997, Pub. L. 105-33. Furthermore,
HUD'’s Fiscal Year 1998 Appropriations Act, Pub. L. 105-65, specifies that, during fiscal year 1998,
HUD is to take account of the fact that debt service is a fixed expense in calculating AAFs for new
construction and substantial rehabilitation projects. The Corporation cannot predict at this time what
effect this provision, if implemented, may have upon AAFs for the Section 8 Developments.

In 1995, HUD proposed to Congress that it repeal the provision of Section 8(c)(2)(C) of the 1937
Housing Act, cited above, prohibiting the Secretary of HUD from reducing Section 8 contract rents in
effect on or after April 15, 1987. Congress did not act upon this proposal, and HUD has not renewed
its efforts to secure a repeal. It is impossible to predict whether efforts to repeal the cited provision of
Section 8(c)(2)(C) will revive, whether they would succeed or what effect they would have on the Section
8 Developments or the likelihood of a claim for FHA Insurance or SONYMA Insurance benefits:
however, the Corporation believes that market rents for the units in many of the Section 8 Developments
would most likely be significantly lower than the current contract rents.

Vacancies and Debt Service. Generally, the Section 8 subsidy is payable with respect to the
dwelling unit only when it is occupied by a qualified person or family. However, applicable law and
regulations provide for payment of the subsidy under certain circumstances and, for a limited period of
time, when the dwelling unit is not occupied. Upon the occurrence of a vacancy in a dwelling unit, a
subsidy amounting to 80% of the contract rent is payable for a vacancy period of 60 days subject to
compliance by the mortgagor with certain conditions relating primarily to a diligent effort to rent the
subsidized unit. The payment of a subsidy with respect to a dwelling unit vacant after initial rent-up may
continue for an additional 12 months from the expiration of the 60-day period in an amount equal to the
principal and interest payments required to amortize the debt service attributable to the vacant unit, if a
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good faith effort is being made to fill the unit and the unit provides decent, safe, and sanitary housing.
Such continued payments also require the mortgagor to show that project costs exceed revenues, a good
faith effort is being made to fill the unit and the additional subsidy payments do not exceed the deficiency
attributable to the vacant units. With respect to the three Section 8 Developments receiving subsidies
pursuant to the Section 8 Moderate Rehabilitation Program, vacancy payments are only available for a
maximum period of 60 consecutive days.

Compliance With Subsidy Contracts. The ACC and the HAP Contract each contain numerous
agreements on the part of the Contract Administrator and the owner concerning, among other things,
maintenance of the development as decent, safe and sanitary housing and compliance with a number of
requirements typical of federal contracts (such as non-discrimination, equal employment opportunity,
relocation, pollution control and labor standards) as to which non-compliance by the owner may result
in abatement by HUD or the Contract Administrator, as the case may be, of the payment of the federal
subsidy, in whole or in part.

: Housing assistance payments will continue as long as the owner complies with the requirements
of the HAP Contract and has leased the assisted units to an eligible tenant or satisfies the criteria for
receiving assistance for vacant units. The Contract Administrator, which has primary responsibility for
administering each HAP Contract subject to review and audit by HUD, subject to an opportunity by the
mortgagor to cure any default under the HAP Contract, may abate housing assistance payments and
recover overpayments pending remedy of the default. If the default is not cured, the Contract
Administrator may terminate the HAP Contract or take other corrective action, in its discretion or as
directed by HUD. HUD has an independent right to determine whether the owner is in default and to
take corrective action and apply appropriate remedies.

If HUD determines that the Contract Administrator has failed to fulfill its obligations, HUD may,
after notice to the Contract Administrator giving it a reasonable opportunity to take corrective action,
require that the Contract Administrator assign to it all rights under the HAP Contract. .

The Section 236 Program

General. Pursuant to Section 236(b) of the National Housing Act, as amended ("Section 236"),
the Secretary of HUD (the "Secretary") entered into certain contracts (each a "Section 236 Contract") to
make periodic interest reduction payments to mortgagees on behalf of the mortgagors of housing projects
designed for occupancy by persons and families of low income. HUD’s interest reduction subsidy
payment share is in an amount equal to the difference between the monthly payment for principal and
interest which a mortgagor is obligated to pay under its mortgage loan and the monthly payment for
principal and interest a mortgagor would be obligated to pay if its mortgage loan were to bear interest
at the rate of one per centum (1%) per annum. Under Section 236, interest reduction payments with
respect to a project (the "HUD Payments") shall be made only during the period that such project is
operated as a rental or cooperative housing project.

Termination of HUD Payments. HUD is obligated to make HUD Payments under a Section 236
Contract and may not terminate HUD Payments under a Section 236 Contract, except under the
circumstances described below. If HUD Payments are terminated, the Secretary may reinstate them at
his discretion pursuant to such additional requirements as the Secretary may prescribe. A Section 236
Contract terminates upon payment in full of the mortgage loan and may be terminated at the option of,
and upon written notice from, the Secretary after the expiration of one year from the date of the
termination of HUD Payments, unless such payments have been reinstated. In the event HUD were to
terminate HUD Payments in respect of a Section 236 Mortgage Loan, such terminated HUD
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Payments would not be available to pay debt service on such Section 236 Mortgage Loan, which
could result in a default on such Mortgage Loan. The Section 236 Mortgage Loans do not benefit
from FHA Insurance.

Acquisition by Ineligible Owner. HUD may terminate HUD Payments with respect to a Project
if the Project is acquired by any owner who is not an eligible mortgagor under Section 236. Each
Mortgagor has covenanted in the Section 236 Contract only to transfer such Project to an eligible
Mortgagor approved by the Secretary and each Mortgagor has covenanted in the Mortgage not to transfer
such Project without the consent of the Corporation. The Department of Housing and Urban
Development Reform Act of 1989 (the "HUD Reform Act") made public entities eligible to be owners
of projects receiving assistance under Section 236. Pursuant to the HUD Reform Act, the Corporation
is an eligible Section 236 owner. Transfer of a Project is also subject to the prior approval of HPD.

Excess Income. Pursuant to each Section 236 Contract the Mortgagor is permitted to charge (i)
a basic or subsidized rental charge for each subsidized dwelling unit in the Project (the "basic rent"),
determined on the basis of the anticipated operating costs of the Project assuming the payment of principal
- and interest on a mortgage note bearing interest at the rate of 1% per annum and an amortization period
of fifty (50) years, and (ii) a fair market rental charge for each such unit, determined on the basis of the
anticipated operating costs of the Project assuming payment of principal and interest at the unsubsidized
mortgage rate (the "market rent"). The rent charged for each subsidized unit (the "tenant rent") is the
greater of the basic rent or thirty per centum (30%) of the tenant’s adjusted monthly income, but in no
event may the Mortgagor charge an amount in excess of the market rent (not including permitted
surcharges). Under each Section 236 Contract, the Corporation and HUD must approve all rent increases

Each Section 236 Contract provides that the Mortgagor shall pay monthly to HUD all rental
charges collected in excess of the basic rental charges for all occupied units ("Excess Income Payments").
In a notice issued by HUD on January 4, 1991 with respect to all mortgagors subject to Section 236
Contracts, HUD stated that it would implement strict enforcement actions against an owner of a project
who does not remit excess rental amounts. This notice states that HUD should attempt to recover Excess
Income Payments if the affected mortgagor does not make a lump sum payment or enter into a repayment
schedule with HUD through the following actions listed in order of priority: use of the project’s residual
receipts, repayment of distributions, surplus cash and finally, project income. Among HUD’s numerous
potential remedies against the affected mortgagors are suspension of interest reduction payments. No
assurance can be given regarding which remedies, if any, HUD will utilize against affected mortgagors
in the event HUD seeks to affirmatively enforce the collection of Excess Income Payments.

Prior to the enactment of the Fiscal Year 1996 Appropriations Act, mortgagors were permitted
to calculate the amount of Excess Income Payments payable to HUD on a project-wide basis, which
enabled mortgagors to use Excess Income Payments to offset collection losses from nonpaying tenants.
Beginning in fiscal year 1996, Excess Income Payments must be remitted to HUD on a unit-by-unit basis,
thus precluding the ability of mortgagors to use such Excess Income Payments to offset collection losses
and potentially reducing the income available to the projects. HUD’s Fiscal Year 1997 Appropriations
Act, Pub. L. 104-204, continued this "unit-by-unit" standard, but allowed for projects that were also
insured by the federal government pursuant to Section 236 to retain some or all of such excess income
for project use if authorized by HUD. The Mortgage Loans assisted under Section 236 are not insured,
and therefore the Section 236 Developments are not eligible to retain excess income. HUD Notice H
98-10, issued February 26, 1998, is the first explicit administrative guidance on the "unit-by-unit" excess
rent standards. This notice requires that all Excess Income Payments be remitted to HUD on a monthly
basis under these standards beginning with rents collected for the month of March 1998.



Certain Mortgagor Covenants. Each Mortgagor has covenanted in the Section 236 Contract to
limit admission to the subsidized dwelling units in the Project to those families whose incomes do not
exceed the applicable limits approved by the Corporation or the Secretary, with the exception of those
tenants who agree to pay fair market rent. The Section 236 Contracts contain other covenants relating
to the preference for occupancy for certain displaced or low income families, the compliance with
applicable civil rights laws prohibiting discrimination in housing, the maintenance of information and
records concerning tenants and tenant income in a form required under HUD regulations, the availability
for inspection of such information and records, prohibitions against denying occupancy due to number
of children in the family and the number of subsidized units which may be rented to any one tenant at
any one time. The Secretary has the authority to terminate HUD Payments at any time upon default by
a Mortgagor under any of such covenants as well or upon any other default by a Mortgagor or the
Corporation under the terms and conditions of the Section 236 Contract.

Set-Off Rights of the United States. Payments under a Section 236 Contract duly and properly
paid and actually received by or on behalf of the Corporation with respect to a Project have been pledged

.to the Trustee as part of the security for the Bonds, and the Corporation is obligated to deliver to the
Trustee all such payments upon receipt. Under Federal law, the United States Government has the right
to set-off liabilities of the Corporation to the United States against the amounts payable to the Corporation
under a Section 236 Contract. The Corporation does not believe it has any liabilities to the United States
which would result in any set-off against such payments. The set-off right of the United States described
above applies only to payments under a Section 236 Contract which have not actually been paid by HUD.
Once payments under a Section 236 Contract are received by the Corporation and delivered to a trustee,
they cannot be subjected to repayment to the United States by such trustee. However, in the case of
excessive payments under a Section 236 Contract, the Corporation would remain obligated to refund to
the Secretary the amount which was overpaid, and such liabilities could be offset against future payments
under the Section 236 Contract.

Section 236, the rules, regulations and directives promulgated pursuant thereto and the Section
236 Contracts, do not contain any express requirement that any savings which result from a reduction
in the Corporation’s cost of borrowing due to a refunding of its obl igations issued to finance a mortgage
loan must be used to lower the interest rate on the mort gage loan and thereby to reduce HUD Payments.
Consequently, the Corporation did not reduce the interest rate on a Section 236 Mortgage Loan as a result
of the issuance of the 1996 Series A Bonds. Based on the foregoing, the Corporation does not believe
that HUD or any other party is entitled to all or a portion of the Corporation’s debt service savings that
result from the issuance of the 1996 Series A Bonds. However, no assurance can be provided that HUD
will not assert a right to reduce the amount of payments payable under the Section 236 Contracts based
upon the issuance of the 1996 Series A Bonds. If such a ri ght is asserted, HUD could take certain actions
including attempting to reduce payments under the Section 236 Contract.

Prepayment of Mortgage Loan. Each Mortgagor covenanted in the _applicable Section 236
Mortgage Loan documents not to prepay such Mortgage Loan prior to 20 years from the date the Project

was occupied. Each such Mortgage Loan permits the Mortgagor to prepay such Mortgage Loan at any
time after such date. Based on the Projects’ certificates of occupancy, the period during which
prepayment is prohibited under the Section 236 Mortgage Loans has ended and the Section 236 Mort gage
Loans may be prepaid. Following such prepayment the Mortgagor is subject to certain restrictions on
the Mortgagor’s ability to evict, or raise the rents on units leased to, certain low income, elderly or
handicapped tenants. In addition, projects regulated pursuant to the Mitchell-Lama Law are subject to
additional prepayment provisions. See "The Mitchell-Lama Program—Prepayment of Mortgage" below.
Any such prepayment could result in the special redemption from Recoveries of Principal of Bonds (other
than the 1998 Series A Bonds) at any time.
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Transfer of Mortgage Loan. Each Section 236 Contract provides that the corresponding Section
236 Mortgage Loan may only be assigned, including any assignment or reassignment between the
Corporation and the Trustee, with HUD’s prior written approval. See "SUMMARY OF CERTAIN
PROVISIONS OF THE GENERAL RESOLUTION—Covenants with Respect to Mortgage Loans."

HPD Supervision. Each Project was constructed and is operated as a limited-profit housing
project in accordance with Article 2 of the New York State Private Housing Finance Law also known as
the "Mitchell-Lama Law." For more information on the Mitchell-Lama Law, see "The Mitchell-Lama
Program" below.

The Participation Loan Program

The Participation Loan Program ("PLP") was established in 1977 pursuant to Article XV of the

Private Housing Finance Law of the State of New York. PLP is designed to increase accessibility to

mortgage capital for the rehabilitation of privately owned multi-family housing in the City. The

- Department of Housing Preservation and Development ("HPD") administers PLP which provides

mortgage financing for the rehabilitation of such housing at nominal interest rates. Since its inception,
PLP has allowed HPD to provide partial financing for the rehabilitation of over 41,000 apartments.

HPD may only make a loan pursuant to PLP if another bona fide lender, such as the Corporation,
also lends a portion of the funds necessary to complete the rehabilitation of the project. In total, as of
January 31, 1998, the Corporation has provided over $70,000,000 of financing for the rehabilitation of
4,700 units financed through PLP, of which 410 were financed with a portion of the proceeds of the 1997
Series A Bonds, 2,640 were financed with a portion of the proceeds of the 1995 Series A Bonds, 730
units were financed with the proceeds of the 1994 Series A Bonds and 204 units were financed with a
portion of the proceeds of the 1997 Series C Bonds. For each Mortgage Loan financed by the
Corporation under PLP and insured by either FHA or SONYMA, the initial feasibility of the
Development was determined by the Corporation, HPD and either FHA or SONYMA. In those instances
where the Corporation only provided permanent financing, the initial feasibility of the Project was also
determined by a conventional construction lender.

With regard to FHA Mortgage Loans financed by the Corporation under PLP, HPD and the
Corporation entered into a Participation Agreement pursuant to which HPD has a participation interest
in such FHA Mortgage Loans equal to the amount of PLP funds, other then Willoughby/Wyckoff
Apartments where HPD has a second mortgage loan on said project. The portion of each such FHA
Mortgage Loan allocable to HPD’s participation interest is not pledged under the General Resolution
except that, pursuant to the Participation Agreement, in the event of a default on any of these loans, the
Corporation may first utilize the FHA insurance benefits to satisfy certain of its obligations to Bond
owners. Any such remaining FHA insurance benefits would then be disbursed to HPD.

For those permanent Mortgage Loans financed by the Corporation under PLP which are insured
by SONYMA, HPD’s PLP funds are secured by a subordinate uninsured permanent mortgage loan. In
the event of a default on any of these Mortgage Loans which would cause the Corporation to seek
payment from SONYMA, all such SONYMA insurance benefits would be available to the Corporation.

For those permanent Mortgage Loans financed by the Corporation under PLP where no
supplemental security was or will be provided, such Mortgage Loans are or will be secured by a first
mortgage lien. HPD’s PLP permanent mortgage is subordinate to the Corporation’s Mortgage Loan and
is also uninsured. In the event of a default on the Corporation’s loan, any proceeds resulting from a
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foreclosure which might result from such default would be applied to satisfy the Corporation’s Mortgage
Loan prior to HPD’s PLP mortgage.

The Housing Development Grant Program

Pursuant to the Housing Development Grant ("HoDAG") Program, which was authorized by
Section 17 of the 1937 Housing Act, HUD made grants to localities for rental housing projects within
such localities’ respective jurisdictions. HPD received such a grant for certain of the Developments and
utilized the funds provided by HUD to make a second unsecured mortgage loan. During the term of the
HoDAG second uninsured mortgage loan made to the Mortgagor by HPD, the Mortgagor is required to
comply with certain HODAG Program requirements, including restrictions relative to the occupancy of
certain units by low income tenants. If HoDAG Program requirements are not adhered to by the
Mortgagor of the Development which received the HODAG funds, the Mortgagor is required to repay
HPD the amount of HoDAG grant funds, subject to certain adjustments. HUD may require the City to
refund the grant monies. While no payments are due on this second position permanent loan during the
term of the applicable Mortgage Loan, upon a violation of the HoODAG Program requirements by the

“Mortgagor, the City may then proceed to enforce its right to collect such grant monies from the
Mortgagor.

The Housing Assistance Corporation

The Housing Assistance Corporation ("HAC") is a public benefit corporation of the State
established pursuant to Section 654-b of the Act as a subsidiary of the Corporation. HAC is to continue
in existence until terminated by law; provided, however, that no such termination shall take effect as long
as its obligations remain outstanding. The payments and funds of HAC are not considered to be assets
of the Corporation and are not pledged under the Resolutions.

HAC is empowered to receive monies from any source, including, but not limited to, the
Corporation, the City or the State, for the purpose of assisting rental developments .to maintain rentals
affordable to low and moderate income persons for whom the ordinary operation of private enterprise
cannot supply safe, sanitary and affordable housing accommodations. In order to accomplish this
objective, HAC may transfer, lend, pledge or assign these monies to any rental development (and may
enter into agreements for such purposes with mortgagors of rental developments) or assist the Corporation
in financing such developments. '

HAC has entered into a Tenant Assistance Contract ("TAC") with the Mortgagors of three
Developments to provide monthly rental assistance payments. To be eligible for the TAC payments the
Mortgagor must ensure that (i) 20% of the Development’s rental units are available for households whose
annual income at initial occupancy does not exceed 80% of New York City median income ("Median
Income") as adjusted for family size ("Low Income Families"), and (ii) 80% of the rental units are
available for households whose annual income at initial occupancy does not exceed 180% of Median
Income.

In the event a Mortgagor is in default under a TAC, HAC may take legal action against such
Mortgagor or suspend payments for any unit not in compliance with the terms of the TAC. In the event
that at least 10% of the units are not leased to Low Income Families, HAC may terminate the TAC. See
"Appendix E-1—Developments and Mortgage Loans Outstanding Under the Program" for the date of
expiration of the TACs.
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The Mitchell-Lama Program

General. The Mitchell-Lama program was created to facilitate the construction and continued
operation of affordable moderate and middle income rental and cooperative housing in the State of New
York. The Developments which are regulated under the Mitchell-Lama program are all non-refinanced
rental housing projects located in the City of New York and therefore, this summary of the Mitchell-
Lama program is limited to non-refinanced rental projects. Each rental project in the Mitchell-Lama
program was constructed and is operated as a limited-profit housing project in accordance with Article
2 of the New York State Private Housing Finance Law and the rules and regulations promulgated
thereunder (the "Mitchell-Lama Law").

HPD Supervision. HPD has supervisory authority over those projects in the Mitchell-Lama
program which received financing from the City or the Corporation. HPD carries out all its supervisory
functions with limited resources, which may affect the priority or completion time frames for its various
supervisory activities.

HPD regulates the project’s rental procedures and tenant income limits. HPD oversees the
renting of vacant units including the establishment of waiting lists and the advertising process relating
thereto. HPD approves the admission of new tenants as well as the transfer of existing tenants to other
units in a project. HPD also verifies initial and annual tenant income certifications submitted by tenants
to ensure that the tenant income requirements of the Mitchell-Lama program are maintained. Tenants
with incomes in excess of the certain income requirements are required to pay rent surcharges to the
project owners.

HPD conducts a periodic physical inspection of the common areas of the projects in the Mitchell-
Lama program in order to assess property maintenance levels. HPD has power to audit the books of a
project owner and conducts a periodic site administrative review to review service contracts, insurance
coverage and the project’s record keeping systems. HPD also reviews all commercial leases, contracts
in excess of $5,000 or $10,000 depending on project size, monthly project operations reports, the use
of blocked reserve accounts and the annual profit retained by the project owner.

HPD approves all rent increase applications after holding a public hearing and reviewing a
financial analysis prepared by HPD and project owners, provided, however, such rental increases in
projects benefiting from the Section 236 program are also subject to the approval of HUD. HPD has the
right to remove any or all of the existing directors of an ownership entity and to appoint individuals that
HPD deems advisable in the event of a violation of a provision of the owner’s certificate of incorporation,
any applicable law, the loan or mortgage contract or HPD’s rules and regulations.

Corporation Rent Increase Authority. The Act empowers the Corporation and the Resolutions
require the Corporation (whenever it shall find that the maximum rentals, which are charged tenants of
the dwellings in any Project in the Mitchell-Lama program, in whole or in part, shall not be sufficient
together with all other income of the Mortgagor to meet within reasonable limits all necessary payments
to be made by the Mortgagor of all expenses, including fixed charges, sinking funds, reserves and
dividends) to request the Mortgagor to make application to vary such rentals so as to secure sufficient
income, and upon the Mortgagor’s failure to do so within thirty (30) days after the receipt of written
request from the Corporation, to request HPD to take action upon HPD’s own motion so to vary such
rental rate, and upon failure of HPD either upon application by the Mortgagor or upon its own motion
so to vary such rental rate within sixty (60) days after receipt of written request from the Corporation
to do so, to vary such rental rate by action of the Corporation. Any such rental increases in
Developments benefiting from the Section 236 program shall also be subject to the approval of HUD.
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The Corporation has only taken such actions relating to rental increases with respect to one (1)
Development which was done in 1978.

Tax Exemption. The Mitchell-Lama Law provides that with the consent of the local legislative
body, the real property, both land and improvements, of a project shall be exempt from local and
municipal taxes, other than assessments for local improvements, to the extent of all or part of the value
of the property included in such project which represents an increase over the assessed valuation of such
real property at the time of its acquisition for the project by the company, provided however, that the real
property in a project acquired for purposes of rehabilitation shall be exempt to the extent of all or part
of the value of the property included in such rehabilitation and provided further that the minimum tax to
be paid shall not be less than ten per centum (10%) of the annual shelter rent of such project. This tax
exemption continues so long as the mortgage loan made to the owner remains outstanding. In the case
of any Project in the Mitchell-Lama program which is the subject of a ground lease, such tax exemption
is reflected in the underlying lease payments. Pursuant to the Act, the property of the Corporation is
exempt from state and local taxes. In the event the Corporation shall become the owner of a
Development, it would be exempt from the payment of real estate taxes.

Prepayment of Mortgage. The Mitchell-Lama Law permits the mortgagor to prepay the mortgage
loan and the project to be released from HPD regulation after twenty years from the date of initial
occupancy if certain procedural steps are followed. Upon such prepayment, all real estate tax exemptions
and Section 236 program benefits, if applicable, would terminate. Other agreements between the
mortgagor and the City concerning the acquisition of the project site, however, may require the project
to be dedicated to low and middle income use for a period longer than twenty years. In addition to
Mitchell-Lama Law prepayment procedures, projects under the Section 236 program are subject to certain
other prepayment procedures (see "The Section 236 Program—Prepayment of Mortgage Loan"). Any
such prepayment could result in the special redemption from Recoveries of Principal of Bonds (other than

the 1998 Series A Bonds) at any time.
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APPENDIX G
PROPOSED FORM OF BOND COUNSEL OPINION

Upon delivery of the 1998 Series A Bonds, Hawkins, Delafield & Wood, Bond
Counsel, proposes to issue its approving opinion in substantially the following
form:

NEW YORK CITY HOUSING
DEVELOPMENT CORPORATION

75 Maiden Lane

New York, New York 10038

Ladies and Gentlemen:

We have examined a record of proceedings relating to the issuance of $57,800,000 Multi-Family
Housing Revenue Bonds, 1998 Series A (the "1998 Series A Bonds") of the New York City Housing
Development Corporation (the "Corporation"), a corporate governmental agency, constituting a public
benefit corporation of the State of New York (the "State"), created and existing under and pursuant to
the New York City Housing Development Corporation Act, Article XII of the Private Housing Finance
Law (Chapter 44-b of the Consolidated Laws of New York), as amended (the "Act").

The 1998 Series A Bonds are authorized to be issued pursuant to the Act, the Multi-Family
-Housing Revenue Bonds Bond Resolution of the Corporation, adopted July 27, 1993, as amended (the
"General Resolution"), and the Ninth Supplemental Resolution Authorizing the Issuance of Multi-Family
Housing Revenue Bonds, 1998 Series A of the Corporation, adopted April 13, 1998 (the "Ninth
Supplemental Resolution”; the General Resolution and the Ninth Supplemental Resolution being
collectively referred to as the "Resolution"). The 1998 Series A Bonds are being issued for the purpose
of financing Mortgage Loans (as defined in the Resolution) for multi-family housing developments.

The 1998 Series A Bonds are dated, mature, are payable, bear interest and are subject to
redemption as provided in the Resolution.

We have not examined nor are we passing upon matters relating to the real and personal property
referred to in the mortgages which are to secure the 1998 Series A Bonds.

Upon the basis of the foregoing, we are of the opinion that:

1. The Corporation has been duly created and validly exists as a corporate governmental agency
constituting a public benefit corporation, under and pursuant to the laws of the State (including the Act),
and has good right and lawful authority, among other things, to finance the Mortgage Loans for multi-
family housing developments, to provide sufficient funds therefor by the adoption of the Resolution and
the issuance and sale of the 1998 Series A Bonds, and to perform its obligations under the terms and
conditions of the Resolution, as covenanted in the Resolution.



2. The Resolution has been duly adopted by the Corporation, is in full force and effect, and
is valid and binding upon the Corporation and enforceable in accordance with its terms.

3. The 1998 Series A Bonds have been duly authorized, sold and issued by the Corporation in
accordance with the Resolution and the laws of the State, including the Act.

4. The 1998 Series A Bonds are valid and legally binding special revenue obligations of the
Corporation payable solely from the revenues, funds or monies pledged for the payment thereof pursuant
to the Resolution, are enforceable in accordance with their terms and the terms of the Resolution, and
are entitled to the benefit, protection and security of the provisions, covenants and agreements of the
Resolution.

5. The 1998 Series A Bonds are secured by a pledge in the manner and to the extent set forth
in the Resolution. The Resolution creates the valid pledge of and lien on the Revenues (as defined in the
Resolution) and all the Accounts established by the Resolution and monies and securities therein, which
the Resolution purports to create, subject only to the provisions of the Resolution permitting the use and
" application thereof for or to the purposes and on the terms and conditions set forth in the Resolution.

6. The 1998 Series A Bonds are not a debt of the State or The City of New York and neither
is liable thereon, nor shall the 1998 Series A Bonds be payable out of any funds other than those of the
Corporation pledged for the payment thereof.

7. Interest on the 1998 Series A Bonds is included in gross income for Federal income tax
purposes pursuant to the Internal Revenue Code of 1986, as amended.

8. Under existing statutes, interest on the 1998 Series A Bonds is exempt from personal income
taxes imposed by the State or any political subdivision thereof (including The City of New York).

In rendering this opinion, we are advising you that the enforceability of rights and remedies with
respect to the 1998 Series A Bonds and the Resolution may be limited by bankruptcy, insolvency and
other laws affecting creditors’ rights or remedies heretofore or hereafter enacted and is subject to the
general principles of equity (regardless of whether such enforceability is considered in a proceeding in
equity or at law).

We have examined an executed 1998 Series A Bond and in our opinion the form of such Bond
and its execution are regular and proper.

Very truly yours,
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