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USE OF INFORMATION IN THIS OFFICIAL STATEMENT

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

The information set forth in this Official Statement has been obtained from the Borrower, from
the sources referenced throughout this Official Statement and from other sources believed to be reliable.
No representation or warranty is made, however, as to the accuracy or completeness of information
provided from sources other than the Borrower, and nothing contained herein is or shall be relied upon as
a guarantee of the Issuer or the Borrower. This Official Statement contains, in part, estimates and matters
of opinion which are not intended as statements of fact, and no representation or warranty is made as to
the correctness of such estimates and opinions, or that they will be realized.

Freddie Mac has not provided or approved any information in this Official Statement except with
respect to the descriptions under the caption “FREDDIE MAC,” and takes no responsibility for any other
information contained in this Official Statement. Freddie Mac makes no representation as to the contents
of this Official Statement, the suitability of the Bonds for any investor, the feasibility or performance of
the Project, or compliance with any securities, tax or other laws or regulations. Freddie Mac’s role is
limited to entering into the Credit Enhancement Agreement described herein.

The information, estimates, and expressions of opinion contained in this Official Statement are
subject to change without notice, and the delivery of this Official Statement, under any circumstances,
shall not create any implication that there has been no change in the affairs of the Issuer, or in the
information, estimates, or opinions set forth herein, since the date of this Official Statement.

The Bonds have not been registered with the Securities and Exchange Commission due to certain
exemptions contained in the Securities Act of 1933, as amended. In making an investment decision
investors must rely on their own examination of the Issuer, the Bonds, the Credit Enhancement
Agreement and the terms of the issuance, including the merits and risks involved. The Bonds have not
been recommended by any federal or state securities commission or regulatory authority, and the
foregoing authorities have neither reviewed nor confirmed the accuracy of this document.

THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE
SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE
FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED
THE ADEQUACY OF THIS DOCUMENT. ANY REPRESENTATION TO THE CONTRARY MAY
BE A CRIMINAL OFFENSE.
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OFFICIAL STATEMENT

$12,830,000
DISTRICT OF COLUMBIA HOUSING FINANCE AGENCY
MULTIFAMILY HOUSING REVENUE BONDS
(NIB PROGRAM - KING TOWERS PROJECT)
SERIES 2009 A-5

INTRODUCTION

The following is a summary of certain information contained in this Official Statement, to which
reference should be made for a complete statement thereof. The Bonds are described to potential
investors only by means of the entire Official Statement. Capitalized terms used but not defined herein
shall have the meanings ascribed to them as set forth under “Appendix A — Definitions of Certain
Terms.”

General

The Bonds were originally issued by the District of Columbia Housing Finance Agency (the
“Issuer”) pursuant to the General Indenture dated as of December 1, 2009, as amended and supplemented
by the First Supplemental Indenture (the “General Indenture”) (collectively with the Indenture
Supplement defined below, the “Indenture”) between the Issuer and U.S. Bank National Association, as
trustee (the “Trustee™) as part of its Multifamily Housing Revenue Bonds (NIB Program), 2009 Series A
(the “Program Bonds”) in the original aggregate principal amount of $168,100,000 to provide for the
financing of multifamily rental housing developments through the New Issue Bond Program of the
Housing Finance Agency Initiative announced by the United States Treasury on October 19, 2009 (the
“Program”).

The Issuer has agreed to use the proceeds derived from the sale of a portion of the Program Bonds
(to be redesignated the Multifamily Housing Revenue Bonds (NIB Program - King Towers Project),
Series 2009A-5 in the principal amount of $12,830,000 (the “Bonds”) on the Release Date) to make a
mortgage loan in the principal amount of $12,830,000 (the “Bond Mortgage Loan”) to King Housing
LLC, a Maryland limited liability company (the “Borrower”) to finance the acquisition, rehabilitation and
equipping of a 129-unit multifamily rental complex (two units of which will be used as a management
office and a learning center) to be known as the King Towers Apartments and a thirty-one (31) space
underground parking garage (the “Project”) located in the District of Columbia. See “THE PROJECT
AND THE PRIVATE PARTICIPANTS.”

Pursuant to the Act and the Indenture, simultaneously with the Release Date of the Bonds, the
Issuer is issuing its Multifamily Housing Revenue Bonds (King Towers Project) Series 2010 in the
principal amount of $2,780,000 (the “Series 2010 Bonds”), the proceeds of which will be used, together
with the proceeds of the Bonds, to make a mortgage loan to the Borrower to finance the acquisition,
rehabilitation and equipping of the Project. The Series 2010 Bonds are subordinate to the Bonds and are
not being offered pursuant to this Official Statement.

The Bond Mortgage Loan will be made pursuant to a Financing Agreement dated as of August 1,
2010 (the “Financing Agreement”), by and among the Issuer, the Trustee and the Borrower, and upon the
satisfaction of various conditions contained in the Indenture, including the Sixth Supplemental Trust
Indenture dated as of August 1, 2010 between the Issuer and Trustee (the “Indenture Supplement”) being
delivered in connection with the making of the Bond Mortgage Loan.



The Bond Mortgage Loan will be evidenced by the multifamily note dated the Release Date (the
“Bond Mortgage Note”), executed by the Borrower. The Bond Mortgage Note will be payable to the
Issuer and assigned to the Trustee and will be secured by a first lien Multifamily Deed of Trust,
Assignment of Rents and Security Agreement dated as of August 1, 2010, together with all riders and
addenda thereto (the “Bond Mortgage”), for the benefit of the Issuer and assigned to the Trustee.

Security for the Bonds

The principal of and interest on the Bonds are payable from the payments under the Credit
Enhancement Agreement dated as of August 1, 2010 (the “Credit Enhancement Agreement”), the form of
which is attached as “APPENDIX G - PROPOSED FORM OF CREDIT ENHANCEMENT
AGREEMENT,” between the Trustee and Freddie Mac, and from any other revenues pledged under the
Indenture. See “SECURITY AND SOURCES OF PAYMENT FOR THE BONDS.” The Credit
Enhancement Agreement will terminate on July 6, 2042, or earlier under certain conditions, and may be
amended at or prior to termination in accordance with the Indenture.

The Bonds are secured primarily by the right to receive certain payments pursuant to the Credit
Enhancement Agreement, as described below. The Credit Enhancement Agreement provides credit
enhancement for the Bond Mortgage Loan financed with the proceeds of the Bonds. See “APPENDIX A
— DEFINITIONS OF CERTAIN TERMS” and “APPENDIX G — PROPOSED FORM OF CREDIT
ENHANCEMENT AGREEMENT.”

The Borrower has agreed with Freddie Mac to execute and deliver a Reimbursement and Security
Agreement, dated as of August 1, 2010 (the “Reimbursement Agreement”), by and between Freddie Mac
and the Borrower, in consideration of Freddie Mac’s entering into the Credit Enhancement Agreement,
and to reimburse Freddie Mac for Guaranteed Payments.

To secure its obligation under the Reimbursement Agreement, the Borrower will execute and
deliver a second Multifamily Deed of Trust, Assignment of Rents and Security Agreement dated as of
August 1, 2010 (the “Reimbursement Mortgage”), for the benefit of Freddie Mac.

Pursuant to an Intercreditor Agreement dated as of August 1, 2010 (the “Intercreditor
Agreement”), among the Issuer, the Trustee and Freddie Mac with respect to the Bonds, neither the
Trustee nor the Bondholders will have the right to exercise remedies under the Bond Mortgage while the
Credit Enhancement Agreement secures the Bonds and Freddie Mac continues to honor its obligations
thereunder. So long as Freddie Mac is not in default in its payment obligations under the Credit
Enhancement Agreement, Freddie Mac will control and will have the right to exercise the remedies under
the Bond Mortgage and Freddie Mac may direct the Trustee to assign the Trustee’s interests in the Bond
Mortgage Loan, including the Bond Mortgage Note, the Bond Mortgage and the other Bond Mortgage
Loan Documents to Freddie Mac at any time.

The Project is required to be rented in compliance with certain sections of the Internal Revenue
Code of 1986, as amended (the “1986 Code”). The Borrower has entered into the Tax Regulatory
Agreement, dated as of August 1, 2010 (the “Tax Regulatory Agreement’), among the Issuer, the Trustee
and the Borrower, pursuant to which the Borrower has agreed to comply with the requirements of the
1986 Code relating to the operation of the Project as a qualified residential rental project, including the
requirement that at least 40% of the units be occupied by individuals or families whose income does not
exceed 60% (adjusted for family size) of the median gross income for the area in which the Project is
located. See “SUMMARY OF CERTAIN PROVISIONS OF THE TAX REGULATORY
AGREEMENT.” The Project will also be subject to a separate regulatory agreement in connection with



Low Income Housing Tax Credits. See “THE PROJECT AND THE PRIVATE PARTICIPANTS — Low
Income Housing Limitations.”

THE BONDS, THE PRINCIPAL OF, PREMIUM, IF ANY, AND INTEREST THEREON
ARE SPECIAL, LIMITED OBLIGATIONS OF THE ISSUER PAYABLE SOLELY FROM THE
REVENUES AND ASSETS OF THE ISSUER PLEDGED TO SUCH PURPOSES IN THE
MANNER AND TO THE EXTENT PROVIDED IN THE INDENTURE AND FROM NO OTHER
REVENUES OR ASSETS OF THE ISSUER. THE BONDS DO NOT CONSTITUTE AN
INDEBTEDNESS OR OBLIGATION OF THE DISTRICT OF COLUMBIA, AND NEITHER
THE FAITH AND CREDIT NOR THE TAXING POWER OF THE DISTRICT OF COLUMBIA
IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR
INTEREST ON THE BONDS. THE ISSUER HAS NO TAXING POWER.

FREDDIE MAC’S OBLIGATIONS WITH RESPECT TO THE BONDS ARE SOLELY
AS PROVIDED IN THE CREDIT ENHANCEMENT AGREEMENT. THE OBLIGATIONS OF
FREDDIE MAC UNDER THE CREDIT ENHANCEMENT AGREEMENT WILL BE
OBLIGATIONS SOLELY OF FREDDIE MAC, A SHAREHOLDER-OWNED, GOVERNMENT-
SPONSORED ENTERPRISE ORGANIZED UNDER THE LAWS OF THE UNITED STATES OF
AMERICA. FREDDIE MAC HAS NO OBLIGATION TO PURCHASE, DIRECTLY OR
INDIRECTLY, ANY OF THE BONDS, BUT WILL BE OBLIGATED, PURSUANT TO THE
CREDIT ENHANCEMENT AGREEMENT, TO PROVIDE FUNDS TO THE TRUSTEE TO PAY
THE PURCHASE PRICE OF THE BONDS UNDER THE CIRCUMSTANCES DESCRIBED
HEREIN. THE BONDS ARE NOT A DEBT OF THE UNITED STATES OF AMERICA, ANY
AGENCY THEREOF, OR OF FREDDIE MAC, AND ARE NOT GUARANTEED BY THE FULL
FAITH AND CREDIT OF THE UNITED STATES OF AMERICA OR BY FREDDIE MAC.

Additional Information

Brief descriptions of the Issuer, the Bonds, the security for the Bonds, the Borrower, the Project,
the Indenture, the Financing Agreement, the Intercreditor Agreement, the Tax Regulatory Agreement, the
Reimbursement Agreement, the Bond Mortgage Loan and the Bond Mortgage are included in this
Official Statement. The form of the Credit Enhancement Agreement is attached as “APPENDIX G —
PROPOSED FORM OF CREDIT ENHANCEMENT AGREEMENT.” All references herein to the
Indenture, the Financing Agreement, the Intercreditor Agreement, the Tax Regulatory Agreement, the
Credit Enhancement Agreement, the Reimbursement Agreement, the Bond Mortgage and other
documents and agreements are qualified in their entirety by reference to such documents and agreements,
copies of which are available for inspection at the offices of the Trustee.

THE ISSUER

The Issuer

The Issuer is a body corporate and an instrumentality of the District of Columbia (the “District”),
created under the District of Columbia Housing Finance Agency Act, Chapter 27 of Title 42 of the
District of Columbia Code, as amended (the “Act”). The Bonds do not constitute obligations of the
District, but are special limited obligations of the Issuer payable solely from and secured by the revenues
and properties of the Issuer pledged under the Indenture and not from any other revenues or property of
the Issuer, and do not constitute an indebtedness or obligation (legal, general, moral, special or otherwise)
of the District. Neither the full faith and credit nor the taxing power of the District is pledged for the
payment of the principal of, premium, if any, or interest on, the Bonds or for the performance of any
pledge, mortgage, obligation or agreement of any kind whatsoever which may be undertaken by the



Issuer, and none of the Bonds or any of the agreements or obligations of the Issuer shall be construed to
constitute an indebtedness of the District within the meaning of any constitutional or statutory provision
whatsoever. The Issuer has no taxing power. See “SECURITY FOR THE BONDS.”

General

The Issuer was established in 1979 pursuant to the Act as a body corporate which has a legal
existence separate from the government of the District but which is an instrumentality of the government
of the District created to effectuate certain public purposes. The Act declares that there exists in the
District a critical shortage of adequate housing for low and moderate income families, and empowers the
Issuer to generate funds from private and public sources to increase the supply and lower the cost of funds
available for residential mortgages and construction loans and thereby help alleviate the shortage of
adequate housing. The principal office of the Issuer is located at 815 Florida Avenue, N.W., Washington,
D.C., 20001; telephone (202) 777-1600.

From the Issuer’s inception to September 30, 1992, the Issuer’s operations were primarily funded
by interest-bearing, unsecured advances appropriated by the District. The unsecured advances were to be
repaid from income of the Issuer in excess of operating expenses in future years, to the extent such net
income was available for such repayment. Pursuant to Public Law 104-194 (enacted September 9, 1996),
the appropriated debt of the Issuer including interest thereon was eliminated. Since October 1, 1992, the
Issuer’s operating expenses have been funded solely from income derived from certain multifamily
financial activities, other financial activities of the Issuer and certain program income derived from its
Single Family Mortgage Revenue Bond Programs.

Board of Directors

The Act provides for the Issuer to be governed by a Board of Directors (the “Board”) consisting
of five members appointed by the Mayor with the advice and consent of the Council of the District of
Columbia (the “Council”). The current members of the Board are as follows:

Chairperson — Michael L. Wheet

Currently serving as Managing Director with Frasca and Associates, a leading independent
financial advisor primarily to transportation clients, Mr. Michael L. Wheet has more than 22 years of
experience in the area of public finance. Mr. Wheet has participated as issuer, lawyer, financial advisor
and investment banker, in the issuance of over $10 billion of bonds during his career. Before joining
Frasca and Associates, Mr. Wheet’s vast array of experience includes: 4 years as Managing Director in
the Public Finance Department of Merrill Lynch & Co; 11 years as Director in the Public Finance
Department of Citigroup Global Markets, Inc., a New York based investment bank, formerly named
Salomon Smith Barney; and several years as a Vice President with Lazard Freres and Co., where he was
responsible for a number of that firm’s financial advisory clients, including the District of Columbia and
the Metropolitan Washington Airports Authority.

Prior to becoming an investment banker, Mr. Wheet was a lawyer and local government official
in the District. During the period from 1981-1986, he was employed in the Office of the Deputy Mayor
for Finance, where he worked on the District’s reentry into the capital markets through the first sale of
bonds by the City in the twentieth century. During his employment with the District, he was responsible
for overseeing the issuance of over $1 billion of general obligation and revenue bonds by the District. He
has also been employed as an attorney by two national law firms engaged in the practice of municipal
finance and state and local government law from 1979-1981 and from 1986-1988.

Mr. Wheet received his Juris Doctorate degree from the University of Pennsylvania Law School
in 1979 and his A.B. degree from Harvard University in 1976.



Vice Chairperson — Jacque D. Patterson

As Project Director with the Federal City Council, Mr. Jacque D. Patterson focuses on affordable
housing, libraries, government operations, education and public safety issues confronting the District of
Columbia government. Before joining the Federal City Council, he served in the District of Columbia
Executive Office of the Mayor’s Office of Community Affairs as the Community Affairs Coordinator.
Mr. Patterson’s career in public service began when he was selected for the Capital City Fellows’
Program. His assignments during the Fellowship were with the Deputy Chief Finance Officer, Office of
Tax & Revenue and the DC Brownfields Program. He also served as a Policy Analyst in the Office of
Policy, Planning, and Program Evaluation for the DC Department of Health.

In 2006, Mr. Patterson was selected as a Fannie Mae Fellow to receive additional housing policy
training while attending the Harvard University John F. Kennedy School of Government’s Senior
Executives in State & Local Governments Program. Mr. Patterson received his Masters of Public
Administration from Central Michigan University and a graduate certification as a Certified Public
Manager from the George Washington University. He holds an undergraduate degree in Education from
Southern Illinois University and is currently pursuing a doctorate in Law & Policy at Northeastern
University. He brings to the DC Housing Finance Agency Board of Directors a deep knowledge of urban
affairs, public policy, government operations and finance.

Member — Derek Ford

Mr. Derek Ford is currently a Consultant, with more than 14 years of progressive financial
experience within the private, governmental and non-profit sectors. He has served in the positions of
Chief Financial Officer (CFO), Treasurer, Senior Auditor, Tax Associate, Financial Analyst and Real
Estate Agent. Previously Mr. Ford managed the finances of a local community development
organization, and provided financial and compliance oversight of the District of Columbia governmental
operations on behalf of the DC Office of the Inspector General. During that time, he identified over $150
million of unsubstantiated monetary benefits from the implementation of procurement, payroll, property,
personnel and budget systems.

His additional experience includes performing financial statement audits and consulting to
numerous federal government departments and agencies in accordance with the CFO Audit Act of 1990.
Mr. Ford was also an accountant and finance associate with Charles E. Smith, where he provided
financial expertise to the commercial and residential sections of the organization.

As a Ward 7 resident of the District of Columbia, he served as Campaign Treasurer for both the
Committee to Elect and Re-Elect, Ward 7 Councilmember Yvette Alexander (D). Also, Mr. Ford serves
as Treasurer for the Ward 7 Democrats. Mr. Ford received a B.S. in Accounting from North Carolina
A&T State University in 1996 and was a member of the US Army Reserves for 8 years.

Member — Buwa Binitie

Mr. Buwa Binitie has more than 7 years of experience in real estate development and advisory
services. He is instrumental in assessing development opportunities, managing development teams, as
well as planning and underwriting budgets for development projects. Mr. Binitie’s development
experience also extends to the creation and preservation of affordable housing. Currently, Mr. Binitie is a
principal of Dantes Partners where his work focuses on the financing and development of affordable
housing and charter school facilities.

Previously, Mr. Binitie, on behalf of the District, administered and managed the implementation
of the New Communities Initiative for the Mayor of the District of Columbia. The New Communities



Initiative is a billion dollar comprehensive partnership designed to improve the quality of life for families
and individuals living in distressed neighborhoods in Washington, DC. The New Communities Initiative
will fight these conditions by transforming highly concentrated low-income neighborhoods into healthy
mixed-income neighborhoods.

Prior to serving the District, Mr. Binitie consulted with The Neighborhood Development
Company to build a $27 million, 100% affordable 72 unit apartment building along Georgia Ave, NW.
Mr. Binitie has also been engaged by owners and tenant associations alike to guide them through the D.C
Tenant’s Rights Act which enables renters to acquire their units at below market rates. Mr. Binitie also
served as the Director of Quality Control and Client Relations at Real Estate Resource Group (“RRG”)
where he realized over $5 million in savings for Fortune 1000 clients during his first two years. At RRG,
he was primarily responsible for managing the strategic and logistic aspect of every lease audit campaign.

In addition to the above, Mr. Binitie serves on the Board of Capital City Charter School and the
Washington Area Community Investment Fund (WACIF). Mr. Binitie received a B.S. from New York
University and is a graduate of Johns Hopkins University’s Master in Real Estate Development Program.

Member — Leila Batties

Ms. Leila Batties is a partner in the real estate section at the law firm of Holland & Knight; her
practice focus is land use and zoning. In this capacity, she represents property owners, developers and
investors in all aspects of the real estate development approval process. Ms. Batties works with
governmental agencies and regularly appears before governmental boards in order to secure
comprehensive plan amendments, rezonings, site plan approvals and legislation in support of residential,
commercial, industrial and institutional projects. She regularly works with public agencies on a range of
development-related matters, including, but not limited to, school, roadways and other infrastructure;
negotiates and drafts land development agreements; conducts land use and zoning due diligence; and
prepares zoning opinion letters.

Ms. Batties is admitted to practice law in the District of Columbia and Florida. She graduated
cum laude from the University of Miami School of Law. She holds a B.A. in Mass Communications
from the University of California at Berkeley, and an M.A. in Communications from the University of
Miami.

Secretary to the Board — Harry D. Sewell. See “Management” below.

Management

The Act authorizes the Board to appoint, with the advice and consent of the Council of the
District of Columbia, an Executive Director who serves as Secretary to the Board. The Executive
Director is the Chief Executive Officer of the Issuer and is responsible to the Issuer’s Board of Directors
for the operation of the Issuer.

Executive Director and Secretary to the Board — Harry D. Sewell

On June 6, 2006, the Board of Directors selected Harry D. Sewell as its Executive Director. Mr.
Sewell has more than 30 years of public and private sector housing experience. During his professional
career, he has held many executive-level positions in housing agencies on the east coast as well as senior
positions within private sector development companies. Within the public sector, Mr. Sewell has served
as Executive Director of the Housing Authority of the City of Annapolis. As Assistant Secretary for the
Maryland Department of Housing and Community Development, he managed the state’s Housing
Finance Agency, increasing production in its single family and multifamily programs. Mr. Sewell also



led the effort for the first in the nation HFA sponsored pooled Capital Fund securitization transaction, and
as Director of the Department of Real Estate and Housing in Wilmington, Delaware, he was credited with
the innovative reuse of vacant city-owned properties through the creation of several homeownership
programs.

Mr. Sewell’s private sector experience also demonstrates his commitment to the production of
affordable housing. Among the positions he has held are Program Manager for Mid-City Urban, LLC in
Silver Spring, MD, Senior Vice President of A&R Management, Inc. and Vice President of ABG
Financial Services in Baltimore, Maryland. At Mid-City, Mr. Sewell managed the Planned Unit
Development approval process for the Arthur Capper HOPE VI project in SE, Washington. As Vice
President at ABG Financial Services in Baltimore, Maryland, he was responsible for originating,
underwriting and closing over $75 million in multifamily loans using FHA Coinsurance and Ginnie Mae
(“GNMA”) Mortgage Backed Securities.

Mr. Sewell received a B.A. in Labor Management Relations from Pennsylvania State University
in State College, Pennsylvania. He has served on several boards and held key positions in numerous
industry organizations including being a board member for the National Organization of African
Americans in Housing and the Maryland Affordable Housing Coalition; Commissioner for the
Philadelphia Housing Authority and President of the Quaker Hill Housing Corporation in Wilmington,
Delaware.

Deputy Executive Director — Fran D. Makle

Ms. Makle has almost 30 years of housing finance experience, including 11 years of management
with a nationally-recognized state housing finance agency. Ms. Makle has extensive experience in
mortgage lending for both single-family and multifamily housing and has been instrumental in the
development and implementation of three consecutive award-winning housing programs. In November
2006, Ms. Makle joined the Issuer and currently serves as its Deputy Executive Director. In this capacity,
Ms. Makle serves as the Chief Operating Officer for the Issuer and manages the day to day operations.

Previously, Ms. Makle served as the Program Director for Arundel Community Development
Services, Inc., the Acting Director and the Deputy Director of the Community Development
Administration at the Maryland Department of Housing and Community Development (DHCD), and the
Deputy Director of the Division of Development Finance, which includes the Community Development
Administration at the Maryland Department of Housing and Community Development.

In 1999, she completed a seven-month executive leadership program with the National Forum for
Black Public Administrators. Ms. Makle also received her certification in Housing Finance Development
from the University of Maryland School of Public Affairs, and studied Business and Public
Administration at Charles Community College.

Associate Executive Director — Allison Ladd

Ms. Ladd has over 10 years of experience in housing finance, community development, and
government affairs. Throughout her career, Ms. Ladd has served on the senior management teams in
various housing finance entities - state, county and local.



Currently, Ms. Ladd serves as the Associate Executive Director of the Issuer. Ms. Ladd joined
the Issuer in February 2007 and her primary responsibility is to manage the communications,
marketing, and government affairs for the Issuer.

Previously, Ms. Ladd served as the Chief of Staff to the Maryland Department of Housing and
Community Development. Prior to joining the Maryland state government, she served as the Special
Assistant to the Director of the Prince George's County (MD) Department of Housing and Community
Development. While in Prince George's County, Ms. Ladd provided technical oversight and counsel
regarding the issuance of over $75 million in tax exempt bonds for multifamily and single-family purposes.

Ms. Ladd received a Masters of Community Planning from the University of Maryland, College
Park, Maryland and a Bachelor of Arts degree from the University of Rhode Island, Kingston, Rhode
Island.

General Counsel — Maria Day-Marshall

Ms. Day-Marshall joined the District of Columbia Housing Finance Agency in November 2009,
and serves as General Counsel to the Issuer. She is responsible for the overall supervision, coordination
and management of all legal matters for the Issuer.

Prior to joining the Issuer, Ms. Day-Marshall was a Senior Business Development Manager in
Fannie Mae’s Community Lending Channel. Ms. Day-Marshall was responsible for business
development, underwriting, legal documentation review, and transaction execution and closing related to
two direct loan products that finance housing development and rehabilitation projects and are offered to
governmental entities.

Ms. Day-Marshall has been involved in the municipal finance industry for over twenty years.
Prior to joining Fannie Mae from 1982 to 1996, she served in financially and legally related
positions in the District government. During her tenure, she served as Treasurer of the District of
Columbia, Deputy Treasurer and Debt Manager. As Treasurer, she was responsible for the issuance of over
$6 billion of debt for the District and other D.C. government issuers. Subsequently, Ms. Day-Marshall
served as a financial consultant to the D.C. Water and Sewer Authority. Ms. Day-Marshall joined
Columbia Equity Financial Corp., an independent financial advisory firm, in 1999. While working at the
firm, she was involved in an array of tax-exempt and taxable bond transactions totaling over $3 billion,
and served as financial advisor to, among others, Public Housing Authorities, Housing Finance Agencies
and Redevelopment Authorities.

Ms. Day-Marshall currently serves as an adjunct professor in the University of Maryland’s Colvin
Institute of Real Estate Development. She is a member of the District of Columbia Bar, and other
associations. She earned a Master of Laws in Taxation degree from Georgetown University Law Center, a
Juris Doctorate degree from the Columbus School of Law, Catholic University of America, and her
undergraduate degree from Fisk University.

Deputy General Counsel — Michael Winter

Mr. Winter is the Issuer’s Deputy General Counsel. He provides legal assistance to the Issuer in
structuring single-family bond transactions and has structured a variety of multifamily housing bond
transactions. Mr. Winter has over 9 years of legal experience in the mortgage revenue bond and low
income housing tax credit programs. He graduated from the Duke University School of Law and is a
member of the District of Columbia Bar.



Chief Financial Officer — Sergei V. Kuzmenchuk

Mr. Kuzmenchuk joined the Issuer as its Chief Financial Officer in October 2008. Mr.
Kuzmenchuk has over 10 years of housing finance agency experience. Prior to joining the Issuer, he
served as the Director of Finance and the Deputy Director of Finance for Community Development
Administration (CDA), Maryland Department of Housing and Community Development. Mr.
Kuzmenchuk led a team of financial analysts and accountants and managed a portfolio of more than $3
billion of mortgage revenue bonds, mortgage loans and investments. Throughout his career, Mr.
Kuzmenchuk has structured and managed tax-exempt/taxable bond transactions, including variable rate
debt structures with swaps. Prior to his work at CDA, Mr. Kuzmenchuk worked in various financial
management and international trade and banking capacities, domestically and overseas. Mr. Kuzmenchuk
earned his M.B.A in Accounting from the Joseph A. Sellinger, S.J., School of Business and Management,
Loyola University in Maryland in 2002. He was granted a M.P.M. degree in Public Sector Financial
Management from the School of Public Policy, University of Maryland, College Park, in 1995. Mr.
Kuzmenchuk received his B.A. and M.A. degrees in English and French Interpretation from the Minsk
State Linguistic University, Minsk, Belarus in 1993.

Director of Public Finance — Anthony L. Waddell

Mr. Waddell has over 10 years of experience in complex mixed-use, mixed-income, mixed-
finance (LIHTC, historic tax credits, taxable/tax-exempt bonds, conventional), urban development
projects as both a lender and developer. Early in his career, Mr. Waddell served as the Executive Director
of Coppin Heights CDC in Baltimore, and led the Commercial and Multifamily Lending Division of the
public-private lending conduit, the Baltimore Community Development Financing Corporation (CDFC),
to its highest annual production in its 10-year history, investing/leveraging over $25 million in debt in
difficult to develop Baltimore neighborhoods. After CDFC, Mr. Waddell was hired by Mid-City Urban
(MCU) of Washington (now Urban Atlantic) as a development manager and led its HOPE VI joint
ventures with Integral Properties of Atlanta and Forest City of Washington. The two projects together
consisted of the development of over 2,100 units of housing (for sale and rental) and over 800,000 square
feet of office/retail/community space. During his 5-year stay with Mid-City, Mr. Waddell managed over
$700 million worth of development activity. Mr. Waddell joined the Issuer as its Director of Public
Finance in July 2006. The Public Finance Department is primarily responsible for originating,
underwriting, structuring and closing the issuance of multifamily tax exempt/taxable mortgage revenue
bonds and 4% low income housing tax credit projects. Mr. Waddell is a graduate of The Johns Hopkins
University School of Professional Studies, now The Carey Business School, where he earned a Masters of
Science Degree in Real Estate with a concentration in Institutional Investment and Development.

Director, Compliance and Asset Management — David L. Jefferson

David L. Jefferson began his 15-year career in affordable housing in Washington, D.C. Originally
from Cleveland, Ohio, Mr. Jefferson attended Howard University and currently serves as the Director of
Compliance and Asset Management for the Issuer, where he provides Asset Management to over 80
Issuer financed projects.

Mr. Jefferson has served the public sector as the Executive Director of Rockville Housing
Enterprises where he oversaw the development of a 60-unit homeownership community. He served as the
Deputy Executive Director of the Housing Authority of the City of Annapolis, a mid-sized Housing
Authority, where he managed operations. As Regional Director of the Housing Authority of Baltimore
City, he directed operations for over 8,000 units of conventional public housing.



In the private sector, Mr. Jefferson served as a Vice President for A&R Management Inc. in
Baltimore, MD where he oversaw operations of an over 3,000 unit mixed portfolio. He gained a strong
background in asset management as a Property Manager for the Trammel Crow Company in Washington,
DC.

Mr. Jefferson currently serves on the Board of Directors of the Community Housing Associates, a
non-profit providing affordable housing for the mentally challenged in Baltimore City. The recipient of
numerous awards, Mr. Jefferson has been traveling the country speaking on LIHTC development and
inclusionary zoning.

THE BONDS
General

The Bonds are issued in fully registered form and are registered in the name of Cede & Co., as
registered owner and nominee of The Depository Trust Company, New York, New York (“DTC”). DTC
acts as securities depository for the Bonds. Individual purchases are made in book-entry form.
Purchasers will not receive certificates representing their interest in the Bonds purchased. So long as
Cede & Co. is the registered owner of the Bonds, as nominee of DTC, references herein to the
Bondholders or registered owners of the Bonds mean Cede & Co. and not the beneficial owners of the
Bonds.

So long as Cede & Co. is the registered owner of the Bonds, principal of and interest on the
Bonds are payable by the Trustee by wire transfer of New York clearing house or equivalent next-day
funds, to Cede & Co., as nominee for DTC. DTC will, in turn, remit such amounts to any broker-dealer,
bank or other financial institution for which DTC holds Bonds from time to time as securities depository
(“DTC Participants™) for subsequent disbursement to the beneficial owners. See “THE BONDS—Book-
Entry Only System” herein.

The Bonds shall be dated as of the Release Date and shall bear interest payable on each Interest
Payment Date, in each case from the Interest Payment Date next preceding the date of authentication
thereof to which interest has been paid or duly provided for, unless the date of authentication is an Interest
Payment Date to which interest has been paid or duly provided for, in which case from the date of
authentication of the Bond, or unless no interest has been paid or duly provided for on the Bonds, in
which case from the Release Date, until payment of the principal of the Bond has been made or duly
provided for. Notwithstanding the foregoing, if a Bond is authenticated after a Record Date and before
the following Interest Payment Date, such Bond shall bear interest from such Interest Payment Date;
provided, however, that if there shall be a default in the payment of interest due on such Interest Payment
Date, then the Bonds shall bear interest from the next preceding Interest Payment Date to which interest
has been paid or duly provided for, or, if no interest has been paid or duly provided for on the Bonds,
from the Release Date.

The Bonds shall be issued in Authorized Denominations and shall bear interest payable on each
Interest Payment Date at the rate(s) per annum and shall mature, subject to redemption prior to maturity
as provided in the Indenture, on the date set forth on the inside front cover hereof.

Interest shall be payable to the Person in whose name any Bond is registered on the Record Date
with respect to an Interest Payment Date (unless such Bond has been called for redemption on a
redemption date which is prior to such Interest Payment Date) notwithstanding the cancellation of such
Bond upon any registration of transfer or exchange thereof subsequent to such Record Date and prior to
such Interest Payment Date; provided, however, that if and to the extent the Issuer shall default in the
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payment of the interest due on any Interest Payment Date, such defaulted interest shall be paid as
described in the next paragraph.

Any interest on any Bond that is due and payable, but is not punctually paid or duly provided for,
on any Interest Payment Date (“Defaulted Interest”) will cease to be payable to the Person in whose name
such Bond is registered on the relevant Record Date and shall be paid in the manner described in this
paragraph. The Trustee may elect to make payment of any Defaulted Interest to the persons in whose
names the Bonds (or their respective predecessor Bonds) are registered at the close of business on a
special record date for the payment of such Defaulted Interest (a “Special Record Date’), which shall be
fixed in the following manner. The Trustee shall determine the amount of Defaulted Interest proposed to
be paid on each Bond and the date of the proposed payment (a “Special Interest Payment Date™), shall fix
a Special Record Date for the payment of such Defaulted Interest which shall be not more than 15 nor less
than 10 days prior to the Special Interest Payment Date and shall cause notice of the proposed payment of
such Defaulted Interest on the Special Interest Payment Date and the Special Record Date therefor to be
mailed, first class, postage prepaid, to each Bondholder at such Bondholder’s address as it appears in the
Bond Register not less than 10 days prior to such Special Record Date; notice of the proposed payment of
such Defaulted Interest on the Special Interest Payment Date and the Special Record Date therefor having
been mailed as aforesaid, such Defaulted Interest shall be paid to the Persons in whose names the Bonds
(or their respective predecessor Bonds) are registered on such Special Record Date.

Payment of the principal of and premium, if any, on the Bonds shall be made upon presentation
and surrender of the Bonds at the Principal Office of the Trustee. Interest on the Bonds shall be paid by
check mailed to the registered owner thereof at such registered owner’s address as it appears on the Bond
Register on the Record Date. Upon written request of a registered owner of at least $1,000,000 in
principal amount of Bonds Outstanding received by the Trustee at least 5 Business Days prior to such
Record Date, all payments of principal, premium, if any, and interest on the Bonds less any reasonable
wire transfer fees imposed by the Trustee shall be paid by wire transfer in immediately available funds to
an account within the United States designated by such registered owner.

In any case where a date of payment with respect to any Bonds shall be a day other than a
Business Day, then such payment need not be made on such date but may be made on the next succeeding
Business Day with the same force and effect as if made on such date, and no interest shall accrue for the
period after such date providing that payment is made on such next succeeding Business Day.

Book-Entry Only System

The Bonds will be available in book entry form only in Authorized Denominations. Purchasers
of the Bonds will not receive certificates representing their interests in the Bonds purchased.

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository
for the Bonds. The Bonds will be issued as fully-registered securities registered in the name of Cede &
Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized representative
of DTC. One fully-registered Bond certificate will be issued for each maturity of each Series of Bonds,
each in the aggregate principal amount of that maturity of Bonds, and will be deposited with DTC.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized
under the New York Banking Law, a “banking organization” within the meaning of the New York
Banking Law, a member of the Federal Reserve System, a “clearing corporation” within the meaning of
the New York Uniform Commercial Code, and a “clearing agency” registered pursuant to the provisions
of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over
3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money
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market instruments (from over 100 countries) that DTC’s participants (“Direct Participants™) deposit with
DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other
securities transactions in deposited securities, through electronic computerized book-entry transfers and
pledges between Direct Participants’ accounts. This eliminates the need for physical movement of
securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned
subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for
DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are
registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the
DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers,
banks, trust companies, and clearing corporations that clear through or maintain a custodial relationship
with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard &
Poor’s highest rating: AAA. The DTC Rules applicable to its Participants are on file with the Securities
and Exchange Commission. More information about DTC can be found at www.dtcc.com. and
www.dtc.org.

Purchases of Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Bonds on DTC’s records. The ownership interest of each actual
purchaser of each 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. Beneficial Owners are, however, expected to receive written confirmations providing details of
the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the
Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on
behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership
interests in Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be
requested by an authorized representative of DTC. The deposit of Bonds with DTC and their registration
in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.
DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the
identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be
the Beneficial Owners. The Direct and Indirect 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 DTC. If less than all of the Bonds within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in
such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to
Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its
usual procedures, DTC mails an Omnibus Proxy to the Issuer 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 Bonds are credited on the record date (identified in a listing attached to the Omnibus
Proxy).

12



Redemption proceeds, distributions, and dividend payments on the Bonds will be made to Cede &
Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice
is to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail
information from the Issuer or the Trustee, on payable date in accordance with their respective holdings
shown on DTC’s records. 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 responsibility of such Participant and not of
DTC, the Trustee, or the Issuer, subject to any statutory or regulatory requirements as may be in effect
from time to time. Payment of redemption proceeds, distributions, and dividend payments to Cede & Co.
(or such other nominee as may be requested by an authorized representative of DTC) is the responsibility
of the Issuer or the Trustee, disbursement of such payments to Direct Participants will be the
responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the
responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time
by giving reasonable notice to the Issuer or the Trustee. Under such circumstances, in the event that a
successor depository is not obtained, Bond certificates are required to be printed and delivered.

The Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC
(or a successor securities depository). In that event, Bond certificates will be printed and delivered to
DTC.

With regard to Bonds registered in the name of Cede & Co., as nominee of DTC, the Issuer, the
Borrower, and the Trustee will have no responsibility or obligation to any Direct Participant or to any
Indirect Participant. Without limiting the preceding sentence, the Issuer, the Borrower and the Trustee
will have no responsibility or obligation with respect to (i) the accuracy of the records of DTC, Cede &
Co., or any Direct Participant or Indirect Participant with respect to any ownership interest in the Bonds,
(i1) the delivery to any Direct Participant or Indirect Participant or any other person, other than Cede &
Co., as nominee of DTC, of any notice with respect to the Bonds, including any notice of redemption, (iii)
the payment to any Direct Participant or Indirect Participant or any person, other than Cede & Co., as
nominee of DTC, of any amount with respect to principal of, premium, if any, or interest on, the Bonds or
(iv) any consent given by Cede & Co., as nominee of DTC, as registered owner of the Bonds.

The information in this section concerning DTC and DTC’s book-entry system has been obtained
from sources that the Borrower believes to be reliable, but neither the Issuer nor the Borrower take
responsibility for the accuracy thereof.

Optional Redemption

The Bonds are subject to optional redemption from payments made under the Credit Facility
(subject to the limitations set forth in the Indenture) or with other Eligible Funds deposited with the
Trustee as provided in the Indenture and as follows:

(1) With the prior written consent of the Credit Facility Provider, in whole or in part,
upon optional prepayments on the Bond Mortgage Loan in accordance with the prepayment
restrictions set forth in the Bond Mortgage Note and the Financing Agreement on the first
Business Day of any month, at a redemption price equal to 100% of the principal amount thereof,
plus accrued interest thereon, to the redemption date.

(i1) The Trustee shall effect an optional redemption of Bonds as described above and
at the earliest practical date for which notice may be given under the Indenture but in no event
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later than 35 days following its receipt of moneys representing an optional prepayment of the
Bond Mortgage Loan.

(ii1) In the event that the Bonds are redeemed at the direction of the Borrower
pursuant to the Indenture prior to August 1, 2022, then the Borrower shall pay to the Issuer on or
before the date of redemption, as a prepayment fee, an amount equal to the present value of the
amount of the Issuer’s Fee which otherwise would have been payable from the date of
redemption through August 1, 2022; provided however, that if the Bonds are redeemed with the
proceeds of a refunding issue of bonds issued by the Issuer then the prepayment fee referred to
above relating to the Issuer’s Fee will not apply, but the Issuer’s administrative fee with respect to
such refunding bonds will be calculated and payable in accordance with the documentation
executed with respect to such refunding bonds; provided, further, however, that such fees and the
fees and expenses of the Issuer’s counsel, including bond counsel, shall be no greater than the
fees then customarily charged by the Issuer and such counsel for refunding bond issues. The
Issuer and the Borrower agree that, the foregoing to the contrary notwithstanding, the Borrower
may not pay any amounts under the Indenture which would cause the “yield” to the Issuer to be
“materially higher” than the “yield” on the Bonds, within the meaning of Treas. Reg. 1.14S-2(d),
as determined by a verification agent or Bond Counsel selected by the Issuer, acceptable to the
Trustee. The Borrower, and not the Issuer, is solely responsible for compliance with the
foregoing provision and for the payment of all expenses associated therewith.

In the event that the Bonds are redeemed at the direction of the Borrower pursuant to the
Indenture prior to end of the Qualified Project Period (as defined in, and determined pursuant to, the Tax
Regulatory Agreement), then the Borrower shall pay to the Issuer on or before the date of redemption, the
Bond Monitoring Agent Fee (as defined in the Tax Regulatory Agreement) which otherwise would have
been payable from August 1, 2022 through the end of the Qualified Project Period, provided, however,
that such payment shall be subject to the same restrictions and limitations set forth in the immediately
preceding paragraph.

Mandatory Redemption

The Bonds are subject to mandatory redemption on any Business Day, at a redemption price
equal to the principal amount thereof plus accrued interest to the redemption date, without premium, at
the earliest practicable date from payments made under the Credit Facility upon the occurrence of any of
the following:

1) in whole or in part, upon receipt by the Trustee of (1) proceeds of a draw under
the Credit Facility, (2) in the amount of Net Proceeds representing casualty insurance proceeds or
condemnation awards paid as a prepayment of the Bond Mortgage Loan, such amount to be
applied to reimburse the Credit Facility Provider for the draw under the Credit Facility as a result
of casualty or condemnation of the Project and (3) a written direction by the Credit Facility
Provider to redeem such Bonds using money obtained as a result of a draw on the Credit Facility;
or

(i1) in whole or in part, upon receipt by the Trustee of amounts from the Credit
Facility Provider pursuant to the Credit Facility as a result of the occurrence of an event of default
under any Bond Mortgage Loan Document and receipt by the Trustee of a written direction by the
Credit Facility Provider to redeem the Bonds pursuant to the Credit Facility; or

(ii1) in whole on the last Business Day which is not less than five (5) days before the
date of expiration of the Credit Facility; or

14



(iv) in part, as provided under the heading “Mandatory Sinking Fund Redemption”
below; or

V) [reserved]; or

(vi) in part, on the Interest Payment Date next following the completion of the
rehabilitation of the Project, to the extent amounts remaining in the Project Account of the Bond
Mortgage Loan Fund are transferred to the Redemption Fund pursuant to the Indenture.

Mandatory Sinking Fund Redemption

The Bonds are subject to mandatory sinking fund redemption on any January 1 or July 1,
commencing January 1, 2015 in Authorized Denominations in an amount not greater than the amount on
deposit in the Credit Facility Principal Reimbursement Account of the Credit Facility Reimbursement
Fund on the first day of the month immediately preceding such Interest Payment Date.

Selection of Bonds for Redemption

If less than all the Bonds then Outstanding shall be called for redemption other than as a result of
mandatory sinking fund redemption pursuant to the Indenture, the Trustee shall redeem an amount of
Bonds so that the resulting decrease in debt service on the Bonds in each semiannual period ending on an
Interest Payment Date is proportional, as nearly as practicable, to the decrease in the payments on the
Bond Mortgage Note in each such semiannual period, as verified by the Servicer, and the Bonds shall be
selected by lot within each maturity, the cost of such selection being at the Borrower’s expense.

Bonds shall be redeemed pursuant to the Indenture only in Authorized Denominations.
Notice of Redemption

Notice of the intended redemption of each Bond is to be given by the Trustee by first class mail,
postage prepaid, or by facsimile transmission, to the registered Holder at the address of such Holder
shown on the Bond Register. All such redemption notices shall be given not less than 10 days (not less
than 30 days in the case of optional or mandatory sinking fund redemptions) nor more than 60 days prior
to the date fixed for redemption. The Trustee may provide a conditional notice of redemption upon the
direction of the Credit Facility Provider or the Borrower (with the prior written consent of the Credit
Facility Provider).

Notices of redemption are to state the redemption date, the redemption price, the place or places
where amounts due upon redemption will be payable, and, if less than all of the Outstanding Bonds are
called for redemption, are to state (i) the numbers of the Bonds to be redeemed by giving the individual
certificate number of each Bond to be redeemed or is to state that all Bonds between two stated certificate
numbers, both inclusive, are to be redeemed or that all of the Bonds of one or more maturities have been
called for redemption only if bonds cease to be book entry bonds; (ii) the CUSIP numbers of all Bonds
being redeemed if available; (iii) the amount of each Bond being redeemed (in the case of a partial
redemption); (iv) the date of issue of the Bond as originally issued; (v) the rate of interest borne by each
Bond being redeemed; (vi) the maturity date of each Bond being redeemed; (vii) the possibility of a
purchase of Bonds in lieu of redemption, if applicable; (viii) the conditions, if any, that must be satisfied
in order for the redemption to take place on the scheduled date of redemption, including, as provided in
the Indenture, that Eligible Funds are available to pay any redemption premium or the redemption price,
as applicable, on the bonds; and (ix) any other descriptive information needed to identify accurately the
Bond being redeemed.
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Each notice of redemption is to state that further interest on the Bonds will not accrue from and
after the redemption date and that payment of the principal amount and premium, if any, will be made
upon presentation and surrender of the Bonds at the Principal Office of the Trustee unless the Bonds are
then held in a book-entry only system of registration.

Notice of such redemption is also to be sent by first class mail, overnight delivery service,
facsimile transmission or other secure means, postage prepaid, to the Credit Facility Provider, to the
Servicer, to the Rating Agency, to all of the Securities Depositories and to at least two of the Information
Services that disseminate securities redemption notices, when possible, at least two Business Days prior
to the mailing of notices described above, and in any event no later than simultaneously with the mailing
of notices required by the paragraph above; provided that neither failure to receive such notice nor any
defect in any notice so mailed shall affect the sufficiency of the proceedings for the redemption of such
Bonds.

In addition to providing notice of redemption as set forth above, if the Bonds are no longer held
in book-entry form, the Trustee shall send a second notice of redemption within 60 days following the
redemption date, by first class mail, overnight delivery service, or other secure means, postage prepaid to
the registered Holders of any Bonds called for redemption, at their addresses appearing on the Bond
Register, who have not surrendered their Bonds for redemption within 30 days following the redemption
date.

Failure to give notice by mailing to the registered Holder of any Bond designated for redemption
or to any depository or information service shall not affect the validity of the proceedings for the
redemption of any other Bond if notice of such redemption shall have been mailed as provided in the
Indenture.

Effect of Notice of Redemption

If a conditional notice of redemption has been provided pursuant to the terms of the Indenture
Supplement and the conditions are not satisfied, such notice of redemption shall be of no force and effect
and the Bondholders shall be restored to their former positions as though no such notice of redemption
had been delivered. Notice of redemption having been given in the manner described above and if either
there were no conditions to such redemption or the conditions have been satisfied (or in the event no such
notice is required under the Indenture), and money for the redemption being held by the Trustee or Paying
Agent for that purpose, thereupon the Bonds so called for redemption shall become due and payable on
the redemption date, and interest thereon shall cease to accrue on such date; and such Bonds shall
thereafter no longer be entitled to any security or benefit under the Indenture Supplement except to
receive payment of the redemption price thereof.

Purchase of Bonds in Whole in Lieu of Redemption

Notwithstanding anything in the Indenture Supplement to the contrary, at any time the Bonds are
subject to redemption in whole pursuant to the provisions of the Indenture Supplement, all (but not less
than all) of the Bonds to be redeemed may be purchased by the Trustee (for the account of the Borrower
or the Credit Facility Provider or their respective designee, as directed by such party) on the date which
would be the redemption date at the direction of the Credit Facility Provider or the Borrower, with the
prior written consent of the Credit Facility Provider (which direction shall specify that such purchase is
pursuant to the Indenture and shall be given no later than 12:00 noon, Washington, D.C., time on such
redemption date), at a purchase price equal to the redemption price which would have been applicable to
such Bonds on the redemption date in connection with any redemption pursuant to the Indenture, such
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direction may be given on the redemption date. The Bonds shall be purchased in lieu of redemption only
from amounts provided by the Credit Facility Provider or from other Eligible Funds.

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS
General

Under the Indenture, the Issuer grants to the Trustee a security interest in the following property
described below under “Trust Estate” to secure the Bonds (said property being herein referred to as the
“Trust Estate”). The Trust Estate is granted to the Trustee in order to secure, first, the payment of
principal of, premium, if any, and interest on the Bonds according to their tenor and effect, and, second,
the payment to Freddie Mac of the Freddie Mac Reimbursement Amount and the Freddie Mac Credit
Enhancement Fee, and the performance and observance by the Issuer of all the covenants expressed or
implied in the Indenture and in the Bonds. The Trust Estate includes:

(a) All right, title and interest of the Issuer in and to all Revenues;

(b) All right, title and interest of the Issuer in and to the Financing Agreement, the Bond
Mortgage Note, the Bond Mortgage and the Credit Facility (other than the Unassigned Rights), including
all extensions and renewals of the terms thereof, if any, including, but without limiting the generality of
the foregoing, the present and continuing right to receive, receipt for, collect or make claim for any of the
money, income, revenues, issues, profits and other amounts payable or receivable thereunder (including
all casualty insurance benefits or condemnation awards subject to the interest of the Credit Facility
Provider under the Reimbursement Agreement and the Intercreditor Agreement), whether payable under
the above referenced documents or otherwise, to bring actions and proceedings thereunder or for the
enforcement thereof, and to do any and all things which the Issuer or any other Person is or may become
entitled to do under said documents; and

(©) Except for funds, money or securities in the Cost of Issuance Fund, the Administration
Fund, the Borrower Equity Account, the Credit Facility Reimbursement Fund, and the Rebate Fund, all
funds, money and securities and any and all other rights and interests in property whether tangible or
intangible from time to time by delivery or by writing of any kind, conveyed, mortgaged, pledged,
assigned or transferred as and for additional security under the Indenture for the Bonds by the Issuer or by
anyone on its behalf or with its written consent to the Trustee, which is authorized to receive any and all
such property at any and all times and to hold and apply the same subject to the terms of the Indenture.

Limited Obligations

THE BONDS, THE PRINCIPAL OF, PREMIUM, IF ANY, AND INTEREST THEREON
ARE SPECIAL, LIMITED OBLIGATIONS OF THE ISSUER PAYABLE SOLELY FROM THE
REVENUES AND ASSETS OF THE ISSUER PLEDGED TO SUCH PURPOSES IN THE
MANNER AND TO THE EXTENT PROVIDED IN THE INDENTURE AND FROM NO OTHER
REVENUES OR ASSETS OF THE ISSUER. THE BONDS DO NOT CONSTITUTE AN
INDEBTEDNESS OR OBLIGATION OF THE DISTRICT OF COLUMBIA, AND NEITHER
THE FAITH AND CREDIT NOR THE TAXING POWER OF THE DISTRICT OF COLUMBIA
IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR
INTEREST ON THE BONDS. THE ISSUER HAS NO TAXING POWER.

FREDDIE MAC’S OBLIGATIONS WITH RESPECT TO THE BONDS ARE SOLELY

AS PROVIDED IN THE CREDIT ENHANCEMENT AGREEMENT. THE OBLIGATIONS OF
FREDDIE MAC UNDER THE CREDIT ENHANCEMENT AGREEMENT WILL BE
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OBLIGATIONS SOLELY OF FREDDIE MAC, A SHAREHOLDER-OWNED, GOVERNMENT-
SPONSORED ENTERPRISE ORGANIZED UNDER THE LAWS OF THE UNITED STATES OF
AMERICA. FREDDIE MAC HAS NO OBLIGATION TO PURCHASE, DIRECTLY OR
INDIRECTLY, ANY OF THE BONDS, BUT WILL BE OBLIGATED, PURSUANT TO THE
CREDIT ENHANCEMENT AGREEMENT, TO PROVIDE FUNDS TO THE TRUSTEE TO PAY
THE PURCHASE PRICE OF THE BONDS UNDER THE CIRCUMSTANCES DESCRIBED
THEREIN. THE BONDS ARE NOT A DEBT OF THE UNITED STATES OF AMERICA, ANY
AGENCY THEREOF, OR OF FREDDIE MAC, AND ARE NOT GUARANTEED BY THE FULL
FAITH AND CREDIT OF THE UNITED STATES OF AMERICA OR BY FREDDIE MAC.

The Credit Enhancement Agreement

To provide security for the Bonds, Freddie Mac will enter into a Credit Enhancement Agreement
with the Trustee. Pursuant to the Credit Enhancement Agreement (the form of which is attached as
“APPENDIX G — PROPOSED FORM OF CREDIT ENHANCEMENT AGREEMENT”), Freddie Mac is
required to pay Guaranteed Payments with respect to the Bond Mortgage Loan when and in the amounts
due, and the Purchase Price of the Bonds in accordance with the terms of the Indenture and Credit
Enhancement Agreement. See “APPENDIX A — DEFINITIONS OF CERTAIN TERMS” for a
definition of “Guaranteed Payment.” See also “FREDDIE MAC” and “APPENDIX G — PROPOSED
FORM OF CREDIT ENHANCEMENT AGREEMENT.”

FREDDIE MAC

The information presented under this caption “FREDDIE MAC™ has been supplied by Freddie
Mac. None of the Issuer, the Trustee or the Borrower has independently verified such information, and
none assumes responsibility for the accuracy of such information. The information is qualified in its
entirety by reference to the Incorporated Documents, as defined below.

Freddie Mac is a shareholder-owned government-sponsored enterprise created on July 24, 1970
pursuant to the Federal Home Loan Mortgage Corporation Act, Title III of the Emergency Home Finance
Act of 1970, as amended, 12 U.S.C. §§ 1451-1459 (the “Freddie Mac Act”). Freddie Mac’s statutory
mission is (i) to provide stability in the secondary market for residential mortgages; (ii) to respond
appropriately to the private capital market; (iii) to provide ongoing assistance to the secondary market for
residential mortgages (including activities relating to mortgages on housing for low- and moderate-
income families involving a reasonable economic return that may be less than the return earned on other
activities); and (iv) to promote access to mortgage credit throughout the United States (including central
cities, rural areas and underserved areas) by increasing the liquidity of mortgage financing. Neither the
United States nor any agency or instrumentality of the United States is obligated, either directly or
indirectly, to fund the mortgage purchase or financing activities of Freddie Mac or to guarantee Freddie
Mac’s securities or obligations.

Freddie Mac’s principal business consists of the purchase of (i) first-lien, conventional residential
mortgages subject to certain maximum loan limits and other underwriting requirements under the Freddie
Mac Act and (ii) securities backed by such mortgages. Freddie Mac finances its mortgage purchases and
mortgage-backed securities purchases through the issuance of a variety of securities, primarily pass-
through mortgage participation certificates and unsecured debt, as well as with cash and equity capital.

On September 7, 2008, the Director of the Federal Housing Finance Agency (“FHFA™) appointed
FHFA as conservator of Freddie Mac in accordance with the Federal Housing Finance Reform Act of
2008 (the “Reform Act”) and the Federal Housing Enterprises Financial Safety and Soundness Act of
1992. On September 7, 2008, in connection with the appointment of FHFA as conservator, Freddie Mac
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and the U.S. Department of the Treasury (“Treasury”) entered into a Senior Preferred Stock Purchase
Agreement. Also, pursuant to its authority under the Reform Act, Treasury announced that it has
established the Government Sponsored Enterprise Credit Facility (a lending facility to ensure credit
availability to Freddie Mac, Fannie Mae, and the Federal Home Loan Banks that will provide secured
funding on an as needed basis under terms and conditions established by the Treasury Secretary to protect
taxpayers) and a program under which Treasury will purchase Government Sponsored Enterprise
(including Freddie Mac) mortgage-backed securities (MBS) in the open market. The announcements by
FHFA and Treasury and descriptions of these programs are available at their respective websites:
http://www.OFHEO.gov and http://www.Treasury.gov.

Freddie Mac registered its common stock with the U.S. Securities and Exchange Commission
(the “SEC”) under the Securities Exchange Act of 1934 (the “Exchange Act”), effective July 18, 2008.
As a result, Freddie Mac files annual, quarterly and current reports, proxy statements and other
information with the SEC. Prior to July 18, 2008, Freddie Mac prepared an annual Information Statement
(containing annual financial disclosures and audited consolidated financial statements) and Information
Statement Supplements (containing periodic updates to the annual Information Statement).

As described below, Freddie Mac incorporates certain documents by reference in this Official
Statement, which means that Freddie Mac is disclosing information to you by referring you to those
documents rather than by providing you with separate copies. Freddie Mac incorporates by reference in
this Official Statement its proxy statement, and all documents that Freddie Mac files with the SEC
pursuant to Section 13(a), 13(c) or 14 of the Exchange Act, after July 18, 2008 and prior to the
completion of the offering of the related Bonds, excluding any information that Freddie Mac may
“furnish” to the SEC but that is not deemed to be “filed.” Freddie Mac also incorporates by reference its
Registration Statement on Form 10, in the form declared effective by the SEC on July 18, 2008 (the
“Registration Statement). These documents are collectively referred to as the “Incorporated Documents™
and are considered part of this Official Statement. You should read this Official Statement, in
conjunction with the Incorporated Documents. Information that Freddie Mac incorporates by reference
will automatically update information in this Official Statement. Therefore, you should rely only on the
most current information provided or incorporated by reference in this Official Statement.

You may read and copy any document Freddie Mac files with the SEC at the SEC’s public
reference room at 100 F Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330
for further information on the public reference room. These SEC filings are also available to the public
from the SEC’s web site at http://www.sec.gov.

Freddie Mac makes no representations as to the contents of this Official Statement, the suitability
of the Bonds for any investor, the feasibility of performance of any project, or compliance with any
securities, tax or other laws or regulations. Freddie Mac's role is limited to discharging its obligations
under the Credit Enhancement Agreement.

FREDDIE MAC’S OBLIGATIONS WITH RESPECT TO THE BONDS ARE SOLELY AS
PROVIDED IN THE CREDIT ENHANCEMENT AGREEMENT. THE OBLIGATIONS OF FREDDIE
MAC UNDER THE CREDIT ENHANCEMENT AGREEMENT WILL BE OBLIGATIONS SOLELY
OF FREDDIE MAC, A SHAREHOLDER-OWNED, GOVERNMENT-SPONSORED ENTERPRISE
ORGANIZED UNDER THE LAWS OF THE UNITED STATES OF AMERICA. FREDDIE MAC
HAS NO OBLIGATION TO PURCHASE, DIRECTLY OR INDIRECTLY, ANY OF THE BONDS,
BUT WILL BE OBLIGATED, PURSUANT TO THE CREDIT ENHANCEMENT AGREEMENT, TO
PROVIDE FUNDS TO THE TRUSTEE TO PAY THE PURCHASE PRICE OF THE BONDS UNDER
THE CIRCUMSTANCES DESCRIBED THEREIN. THE BONDS ARE NOT A DEBT OF THE
UNITED STATES OF AMERICA, ANY AGENCY THEREOF, OR OF FREDDIE MAC, AND ARE
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NOT GUARANTEED BY THE FULL FAITH AND CREDIT OF THE UNITED STATES OF
AMERICA OR BY FREDDIE MAC.

ESTIMATED SOURCES AND USES OF FUNDS

The following information has been provided by representatives of the Borrower and has not
been independently confirmed or verified by any other person. Although the information shown below
has been obtained from sources believed to be reliable, no representation is made herein by the Issuer as
to the accuracy or adequacy of such information or as to the absence of material adverse changes in such
information subsequent to the date hereof.

The total permanent project costs of the Project are estimated by the Borrower to be $36,170,772,
not including interim sources or uses of funds or accrued interest on the Bonds. The sources and uses of

funds for the Project are projected to be approximately as follows:

Sources of Funds

Bond Proceeds $15,610,000
Tax Credit Equity 6,703,792
Deferred Developer Fee 481,473
Seller Financing 11,350,000
NFAHS Financing 1,444,841
Interim Income 580,666
Total $36.170,772
Uses of Funds
Acquisition $19,100,000
Rehabilitation 6,497,220
Soft Costs 5,398,646
Bond Cost of Issuance 267,295
Reserves 2,218,206
Developer Fee 2,689.405
Total $36,170,772

THE PROJECT AND THE PRIVATE PARTICIPANTS

The following information concerning the Project and the Private Participants has been provided
by representatives of the Borrower and has not been independently confirmed or verified by any other
person. Although the information shown below has been obtained from sources believed to be reliable,
no representation is made herein by the Issuer as to the accuracy or adequacy of such information or as
to the absence of material adverse changes in such information subsequent to the date hereof.

The Borrower
The Project will be owned by King Housing LLC, a Maryland limited liability company (the
“Borrower”), formed for the sole purpose of acquiring, rehabilitating and equipping the Project. The Sole

Member of the Borrower is King Towers LLC, a Maryland limited liability company (“Sole Member”),
which will be owned by King Housing, Inc., the non-profit Managing Member (the “Managing Member’)
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with a 0.01% member interest, an investor member with a 99.99% interest, and a special member with a
0.0% interest.

The non-profit Managing-Member incorporated in the State of Maryland on May 8, 1995 as a
Maryland nonprofit corporation and was granted exempt status as an organization under Section 501(c)(3)
of the Internal Revenue Code. The specific charitable and public purposes for which the corporation is
organized are to provide low income persons and families with housing services and facilities predicated
upon the provision, operating and maintenance thereof.

Low Income Housing Tax Credits

Simultaneously with the issuance of the Bonds, the Borrower is expected to sell a 99.99%
investor member interest in the Borrower to an affiliate of AEGON USA Realty Advisors, LLC (the “Tax
Credit Investor Member”). The Tax Credit Investor Member is expected to fund the tax credit equity,
which is expected to be approximately $6,703,792, in stages during construction and through stabilization
and receipt of Forms 8609. The total amount to be funded and the timing of the fundings are subject to
numerous adjustments and conditions which could result in the amounts funded and/or the timing or even
occurrence of the funding varying significantly from the projections set forth above under the heading
“PLAN OF FINANCING” herein, and neither the Issuer nor the Underwriters make any representations
as to the availability of such funds.

AEGON USA Realty Advisors, LLC (“AEGON”) has been investing through equity
contributions in multifamily rental properties, indirectly through affiliates, since the early nineties.
Through affiliates, AEGON has invested as a limited partner in various Low Income Housing Tax Credit
entities that collectively had total assets of approximately $2,335,818,412 billion and $2,264,797,188
billion at December 31, 2009 and December 31, 2008, respectively.

The Project

The Project, known as King Towers, is located at 1220 12" Street NW, Washington D.C., on a
site of approximately 0.41 acres and was built in 1969. The Project consists of 129 units (two of which
will be used as a management office and a learning center) in a single ten-story building with one below
grade parking level containing approximately 30 parking spaces. Two units will remain offline; one as the
management office and one as a learning center.

Approximate

Configuration Number of Units Square Footage
Studio 11 386
1 BR/1 BA 30 625
2 BR/1 BA 78 821
3 BR/1.5BA 10 936

The Project amenities will include a leasing office, community room/computer learning center
with out of school program, courtyard with playground, and common laundry facilities. Units feature a
living room, kitchens with wood cabinets, refrigerators and gas ranges, and bedroom(s) with spacious
closet(s) and bathroom(s). Floor covering consists of wood and vinyl.
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Management of the Project

Management of the Project will be handled by The Affordable Housing Management Group (the
“Manager”). The Manager was founded in 1973 and currently manages approximately 25,418 units in
176 projects, 10,662 of which are low income housing tax credit units.

The Contractor

The Contractor for the Project will be Ellis Dale Construction, LLC (the “Contractor”). The
Contractor and its affiliated construction companies have constructed and/or rehabilitated 18 multifamily
rental housing developments comprised of approximately 754 units since 2003, with an additional 4
developments comprised of approximately 323 units currently in progress.

The Architect

The architect for the Project is Square 134 Architects (the “Architect”). The Architect has been
the principal architect for over 16 multifamily developments with an excess of 1,453 units throughout the
United States. The principals of the Architect have a combined total of more than 45 years of experience
in all aspects of architectural design and construction administration, with a primary focus on multifamily
affordable housing.

Restrictive Covenants

Tax Regulatory Agreement. The Tax Regulatory Agreement requires that at least 40% of the
residential rental units in the Project be occupied or held for occupancy by tenants with incomes at or
below 60% of the area gross median income, adjusted for family size. See “SUMMARY OF CERTAIN
PROVISIONS OF THE TAX REGULATORY AGREEMENT” herein for more details.

Low Income Housing Tax Credits. The Borrower expects that, upon completion, the Project will
qualify for federal low income housing tax credits. To maximize the aggregate low income tax credits
realizable by the Borrower, it is anticipated that, among other things, 88% of the units in the Project will
be rented to individuals or households earning 60% or less of median gross income for the area in which
the Project is located, adjusted for household size, as determined by the United States Department of
Housing and Urban Development following the rehabilitation period. Monthly rents on units in the
Project will be limited to 30% of 60% of the applicable percentage of median gross income for the area in
which the Project is located, adjusted for imputed household size. The tenant income limits and rental
restrictions under Section 42 of the Code assume that studio apartments are occupied by one person, that
one-bedroom apartments are occupied by an average of 1.5 persons, that two-bedroom apartments are
occupied by three persons and that three-bedroom apartments are occupied by an average of 4.5 persons.
Violation of tax credit covenants may result in penalties against the Borrower or recapture of the tax
credits, among other things.

Certain Litigation

See “NO LITIGATION — The Borrower” for a description of certain litigation relating to the
Borrower, the General Partner and their respective principals.

Limited Recourse to Borrower

The Borrower, the Sole Member and their members will not (subject to certain exceptions to
nonrecourse liability set forth in the Bond Mortgage Note and the Bond Mortgage) be personally liable
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for payments on the Bond Mortgage Note, the payments on which are to be applied to pay the principal of
and interest on the Bonds; nor will the Borrower (subject to certain exceptions to nonrecourse liability set
forth in the Financing Agreement, the Bond Mortgage Note and the Bond Mortgage) be personally liable
under the other documents executed in connection with the issuance of the bonds and the making of the
Bond Mortgage Loan. Furthermore, no representation is made that the Borrower will have substantial
funds available for the Mortgaged Property. Accordingly, neither the Borrower’s financial statements nor
those of its partners are included in this Official Statement.

THE TRUSTEE

U.S. Bank National Association will act as Trustee pursuant to the Indenture. The obligations of
the Trustee are described in the Indenture. The Trustee has undertaken only those duties and obligations
that are expressly set forth in the Indenture. The Trustee has not independently passed upon the validity
of the Bonds, the security of the payment therefor, the value or condition of any assets pledged to the
payment thereof, the adequacy of the provisions for such payment, the status for federal or state income
tax purposes of the interest on the Bonds, or the investment quality of the Bonds. Except for the contents
in this section, the Trustee has not reviewed or participated in the preparation of this Official Statement
and has assumed no responsibility for the nature, content, accuracy or completeness of the information
included in this Official Statement.

CERTAIN BONDHOLDERS’ RISKS

The purchase of the Bonds will involve a number of risks. The following is a summary, which
does not purport to be comprehensive or definitive, of some of such risk factors.

Conditions to Release of the Bonds

The release of the Bonds is subject to certain terms and conditions of the Program being satisfied
on or before the Release Date, including but not limited to delivery of the Freddie Mac Credit
Enhancement Agreement and the issuance and delivery of the Series 2010 Bonds. If those terms and
conditions of the Program are not satisfied on or before the Release Date, the Bonds will not be released
as contemplated by this Official Statement.

Credit Facility; Primary Security

The primary security for the Bonds will be the Credit Facility delivered by Freddie Mac to the
Trustee in order to pay the principal and interest for the Bonds. See “FREDDIE MAC” herein. Based on
this expectation, no financial information as to the creditworthiness of the Borrower or the value of the
Project is included herein.

It is possible, in the event of the insolvency of Freddie Mac, or the occurrence of some other
event precluding Freddie Mac from honoring its obligations to make payments as stated in the Credit
Facility, that the financial resources of the Borrower will be the only source of payment on the Bonds.
There can be no assurance that the financial resources of the Borrower would be sufficient to pay the
principal, premium, if any, and interest on the Bonds in the event the Trustee were forced to seek recourse
against the Borrower. See “Enforceability and Bankruptcy” below and “SECURITY AND SOURCES
OF PAYMENT FOR THE BONDS” herein.
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No Borrower Personal Liability

The Borrower has not been nor will it be (subject to certain exceptions to nonrecourse liability for
the benefit of Freddie Mac to be set forth in the Reimbursement Agreement and the Reimbursement
Mortgage) personally liable for payments on the Bond Mortgage Loan, nor will the Borrower be (subject
to certain exceptions to nonrecourse liability to be set forth in the Bond Mortgage and subject to certain
exceptions to nonrecourse liability set forth in the Financing Agreement with respect to the Issuer and the
payment of the rebate amount) personally liable under the other documents executed in connection with
the issuance of the Bonds and the making of the Bond Mortgage Loan. All payments on the Bond
Mortgage Loan are expected to be derived from revenues generated by the Project.

Limited Obligations

The Bonds are limited obligations of the Issuer payable solely from certain funds pledged to and
held by the Trustee pursuant to the Indenture and the Credit Facility.

FREDDIE MAC’S OBLIGATIONS WITH RESPECT TO THE BONDS ARE SOLELY AS
PROVIDED IN THE CREDIT ENHANCEMENT AGREEMENT. THE OBLIGATIONS OF FREDDIE
MAC UNDER THE CREDIT ENHANCEMENT AGREEMENT WILL BE OBLIGATIONS SOLELY
OF FREDDIE MAC, A SHAREHOLDER-OWNED, GOVERNMENT-SPONSORED ENTERPRISE
ORGANIZED UNDER THE LAWS OF THE UNITED STATES OF AMERICA. FREDDIE MAC
HAS NO OBLIGATION TO PURCHASE, DIRECTLY OR INDIRECTLY, ANY OF THE BONDS,
BUT WILL BE OBLIGATED, PURSUANT TO THE CREDIT ENHANCEMENT AGREEMENT, TO
PROVIDE FUNDS TO THE TRUSTEE TO PAY THE PURCHASE PRICE OF THE BONDS UNDER
THE CIRCUMSTANCES DESCRIBED THEREIN. THE BONDS ARE NOT A DEBT OF THE
UNITED STATES OF AMERICA, ANY AGENCY THEREOF, OR OF FREDDIE MAC, AND ARE
NOT GUARANTEED BY THE FULL FAITH AND CREDIT OF THE UNITED STATES OF
AMERICA OR BY FREDDIE MAC.

THE BONDS, TOGETHER WITH INTEREST THEREON, AND REDEMPTION PREMIUM,
IF ANY, ARE SPECIAL, LIMITED OBLIGATIONS OF THE ISSUER SECURED BY THE TRUST
ESTATE, ARE AND SHALL ALWAYS BE PAYABLE SOLELY FROM THE REVENUES AND
INCOME DERIVED FROM THE TRUST ESTATE AND ARE AND SHALL ALWAYS BE A VALID
CLAIM OF THE BORROWER THEREOF ONLY AGAINST THE REVENUES AND INCOME
DERIVED FROM THE TRUST ESTATE, WHICH REVENUES AND INCOME SHALL BE USED
FOR NO OTHER PURPOSE THAN TO PAY THE PRINCIPAL INSTALLMENTS OF,
REDEMPTION PREMIUM, IF ANY, AND INTEREST ON THE BONDS, EXCEPT AS MAY BE
EXPRESSLY AUTHORIZED OTHERWISE IN THE INDENTURE AND IN THE FINANCING
AGREEMENT.

No Acceleration or Redemption upon Loss of Tax Exemption

The Bonds are not subject to acceleration or redemption, and the rate of interest on the Bonds is
not subject to adjustment, by reason of the interest on the Bonds being included in gross income for
purposes of federal income taxation. Such event could occur if the Borrower (or any subsequent owners
of the Project) does not comply with the provisions of the Financing Agreement and the Tax Regulatory
Agreement which are designed, if complied with, to satisfy the continuing compliance requirements of the
Internal Revenue Code of 1986, as amended (the “Code”), in order for the interest on the Bonds to be
excludable from gross income for purposes of federal income tax.
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Redemption

Purchasers of Bonds, including those who purchase Bonds at a price in excess of their principal
amount or who hold such a Bond trading at a price in excess of par, should consider the fact that the
Bonds are subject to redemption at a redemption price equal to their principal amount plus accrued
interest. This could occur, for example, in the event that the Bond Mortgage Loan is prepaid at the option
of the Borrower, or as a result of casualty or condemnation award payments affecting the Project or a
default under the Bond Mortgage. See “THE BONDS” herein.

Economic Feasibility

The economic feasibility of the Project depends in large part upon it being substantially occupied
at projected rent levels. There can be no assurance that in the future the Borrower will be able to rent the
units at rates which will enable them to make timely payments on the Bond Mortgage Loan.

Competing Facilities

The Borrower, and persons who may or may not be affiliated with the Borrower may own,
finance, develop, construct, and operate other facilities in the area of the Project that could compete with
the Project. Any competing facilities, if so constructed, could adversely affect occupancy and revenues of
the Project.

Enforceability and Bankruptcy

The remedies available to the Trustee and the Bondholders upon an event of default under the
Financing Agreement, the Credit Enhancement Agreement or the Indenture (the “Financing Documents™)
are in many respects dependent upon regulatory and judicial actions which are often subject to discretion
and delay.

Under existing laws and judicial decisions, the remedies provided under the Financing
Documents may not readily be available or may be limited. The various legal opinions to be delivered
concurrently with the delivery of the Bonds and the Financing Documents will be qualified to the extent
that the enforceability of certain legal rights related to the Bonds is subject to limitations imposed by
bankruptcy, reorganization, insolvency or other similar laws affecting the rights of creditors generally and
by equitable remedies and proceedings generally.

Normal Risks

Normal risks attending any investment in real estate include possible adverse use of adjoining
land, fire or other casualty, condemnation, increased taxes, changes in demand for such facilities,
increases in utility rates, adverse general and local economic conditions, energy shortages, a decline in
property values in the Project, increases in operating costs due to inflation, non-compliance of tenants
with the terms of their leases, unfavorable governmental regulation (such as enactment of rent controls),
force majeure and uninsurable risks, construction strikes and decrease in the relative popularity of real
estate investments as contrasted with other investments. These risks and many others cannot be
controlled by the Borrower and may have a substantial bearing on the profitability and financial
feasibility of the Project, and which may affect the realizable value of the real estate and other collateral
securing payment of the Bonds.
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TAX MATTERS

In the opinion of Graves, Horton, Askew & Johns, LLC, Washington, D.C., Bond Counsel, under
existing law: (i) interest on the Bonds is excluded from gross income for federal income tax purposes
under Section 103 of the Internal Revenue Code of 1986, as amended (the “Code”), and is not an item of
tax preference for purposes of the federal alternative minimum tax imposed on individuals and
corporations and (ii) the Bonds and the interest thereon are exempt from District taxation, except estate,
inheritance and gift taxes.

The opinion on tax matters will be based on and will assume the accuracy of certain
representations and certifications, and continuing compliance with certain covenants, of the Issuer and the
Borrower contained in the transcript of proceedings and that are intended to evidence and assure the
foregoing, including that the Bonds are and will remain obligations the interest on which is excluded from
gross income for federal income tax purposes. Bond Counsel will not independently verify the accuracy
of the Issuer’s and the Borrower’s certifications and representations or the continuing compliance with the
Issuer’s and the Borrower’s covenants and will not independently verify the accuracy of the opinion of
the Borrower’s counsel.

The opinion of Bond Counsel is based on current legal authority and covers certain matters not
directly addressed by such authority. It represents Bond Counsel’s legal judgment as to exclusion of
interest on the Bonds from gross income for federal income tax purposes but is not a guaranty of that
conclusion. The opinion is not binding on the Internal Revenue Service (“IRS”) or any court. Bond
Counsel expresses no opinion about (i) the effect of future changes in the Code and the applicable
regulations under the Code or (ii) the interpretation and the enforcement of the Code or those regulations
by the IRS.

The Code prescribes a number of qualifications and conditions for the interest on state and local
government obligations to be and to remain excluded from gross income for federal income tax purposes,
some of which require future or continued compliance after issuance of the obligations. Noncompliance
with these requirements by the Issuer or the Borrower may cause loss of such status and result in the
interest on the Bonds being included in gross income for federal income tax purposes retroactively to the
date of issuance of the Bonds. The Borrower and, subject to certain limitations, the Issuer have each
covenanted to take the actions required of it for the interest on the Bonds to be and to remain excluded
from gross income for federal income tax purposes, and not to take any actions that would adversely
affect that exclusion. After the date of issuance of the Bonds, Bond Counsel will not undertake to
determine (or to so inform any person) whether any actions taken or not taken, or any events occurring or
not occurring, or any other matters coming to Bond Counsel’s attention, may adversely affect the
exclusion from gross income for federal income tax purposes of interest on the Bonds or the market value
of the Bonds.

Although a portion of the interest on certain tax-exempt obligations earned by certain
corporations may be included in the calculation of adjusted current earnings for purposes of the federal
corporate alternative minimum tax, interest on certain tax-exempt obligations issued in 2009 and 2010,
including the Bonds, is excluded from that calculation. Interest on the Bonds may be subject to a federal
branch profits tax imposed on certain foreign corporations doing business in the United States and to a
federal tax imposed on excess net passive income of certain S corporations. Under the Code, the
exclusion of interest from gross income for federal income tax purposes may have certain adverse federal
income tax consequences on items of income, deduction or credit for certain taxpayers, including
financial institutions, certain insurance companies, recipients of Social Security and Railroad Retirement
benefits, those that are deemed to incur or continue indebtedness to acquire or carry tax-exempt
obligations, and individuals otherwise eligible for the earned income tax credit. The applicability and
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extent of these and other tax consequences will depend upon the particular tax status or other tax items of
the owner of the Bonds. Bond Counsel will express no opinion regarding those consequences.

Payments of interest on tax-exempt obligations, including the Bonds, are generally subject to IRS
Form 1099-INT information reporting requirements. If a Bond owner is subject to backup withholding
under those requirements, then payments of interest will also be subject to backup withholding. Those
requirements do not affect the exclusion of such interest from gross income for federal income tax
purposes.

Legislation affecting tax-exempt obligations is regularly considered by the United States
Congress. Court proceedings may also be filed the outcome of which could modify the tax treatment of
obligations such as the Bonds. There can be no assurance that legislation enacted or proposed, or actions
by a court, after the date of issuance of the Bonds will not have an adverse effect on the tax status of
interest on the Bonds or the market value of the Bonds.

Prospective purchasers of the Bonds should consult their own tax advisers regarding pending or
proposed federal and state tax legislation and court proceedings, and prospective purchasers of the Bonds
at other than their original issuance at the respective prices indicated on the cover of this Official
Statement should also consult their own tax advisers regarding other tax considerations such as the
consequences of market discount, as to all of which Bond Counsel expresses no opinion.

Bond Counsel’s engagement with respect to the Bonds ends with the issuance of the Bonds, and,
unless separately engaged, Bond Counsel is not obligated to defend the Issuer, the Borrower or the
owners of the Bonds regarding the tax status of interest thereon in the event of an audit examination by
the IRS. The IRS has a program to audit tax-exempt obligations to determine whether the interest thereon
is includible in gross income for federal income tax purposes. If the IRS does audit the Bonds, under
current IRS procedures, the IRS will treat the Issuer as the taxpayer and the beneficial owners of the
Bonds will have only limited rights, if any, to obtain and participate in judicial review of such audit. Any
action of the IRS, including but not limited to selection of the Bonds for audit, or the course or result of
such audit, or an audit of other obligations presenting similar tax issues, may affect the market value of
the Bonds.

The opinion of Bond Counsel will be delivered contemporaneously with the delivery of the
Bonds substantially in the form attached hereto as APPENDIX H.

CONTINUING DISCLOSURE

The Borrower has determined that no financial or operating data concerning the Borrower is
material to an evaluation of the offering of the Bonds or to any decision to purchase, hold or sell the
Bonds and the Borrower will not provide any such information. The Borrower has undertaken all
responsibilities for any continuing disclosure to the Beneficial Owners and Holders of any of the Bonds
as described below, and the Borrower shall have no liability to the Beneficial Owners or Holders of any
of the Bonds or any other person with respect to Rule 15c2-12 promulgated by the Securities and
Exchange Commission (the “Rule”).

The Borrower, the Trustee and Digital Assurance Certification, LLC, as dissemination agent (the
“Dissemination Agent”) have entered into a Continuing Disclosure Agreement, dated as of the date of the
Indenture (the “Continuing Disclosure Agreement”). The Continuing Disclosure Agreement obligates the
Borrower to send, or cause to be sent, certain financial information with respect to the Project to the
Municipal Securities Rulemaking Board and to provide notice, or cause notice to be provided, to the
Municipal Securities Rulemaking Board upon the occurrence of certain enumerated events for the benefit
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of the Beneficial Owners and Holders of any of the Bonds. The form of the Continuing Disclosure
Agreement is attached as hereto as APPENDIX I. The Borrower has not entered into any other such
undertaking with respect to the Rule.

A failure by the Borrower to comply with the provisions of the Continuing Disclosure Agreement
will not constitute a default under the Indenture or the Financing Agreement (although Bondholders will
have any available remedy at law or in equity). Nevertheless, such a failure to comply must be reported
in accordance with the Rule and must be considered by any broker, dealer or municipal securities dealer
before recommending the purchase or sale of the Bonds in the secondary market. Consequently, such a
failure may adversely affect the transferability and liquidity of the Bonds. See “APPENDIX I —
PROPOSED FORM OF CONTINUING DISCLOSURE AGREEMENT.”

SPECIAL ADVISOR

Citigroup Global Markets Inc. is acting as special advisor to the Borrower in connection with
certain administrative duties associated with the delivery of the Bonds. Citigroup Global Markets Inc.
does not have a financial advisory relationship with the Borrower or the Issuer with respect to the Bonds
and, in its capacity as special advisor, has no fiduciary obligations to either the Borrower or the Issuer.

RATING

Upon the Release Date, Moody’s Investors Service, Inc. (“Moody’s”) is expected to assign to the
Bonds the rating set forth on the cover page hereof. The rating reflects only the views of the rating
agency, and an explanation of the significance of such rating may be obtained from it. No assurance can
be given that the rating will be maintained for any given period of time or that the rating may not be
revised downward or withdrawn entirely by the rating agency if, in its judgment, circumstances so
warrant. Any such downward change in or withdrawal of the rating may have an adverse effect on the
market price of the Bonds. The Issuer has not undertaken any responsibility after issuance of the Bonds
to assure the maintenance of the rating or to oppose any such revision or withdrawal.

CERTAIN LEGAL MATTERS

Certain legal matters relating to the delivery of the Credit Enhancement Agreement by Freddie
Mac and the execution and delivery of the Indenture, the Financing Agreement, the Tax Regulatory
Agreement and the Tax Certificate are subject to the approving opinion of Graves, Horton, Askew &
Johns, LL.C, Washington, D.C., as Bond Counsel, which will be furnished at the expense of the Borrower
on the date of issuance of the Bonds (the “Bond Counsel Opinion”). The Bond Counsel Opinion will be
limited to matters as described herein under the caption “TAX MATTERS” and as set forth in
“APPENDIX H — PROPOSED FORM OF OPINION OF BOND COUNSEL.”

Certain legal matters will be passed upon for Freddie Mac by its Legal Division and by its special
counsel, Ballard Spahr LLP, Washington, D.C., for the Borrower by its counsel, Gallagher Evelius &
Jones LLP, Baltimore, Maryland, for the Trustee by its counsel, Kutak Rock LLP, Washington, D.C. and
for the Issuer by its General Counsel, Maria Day-Marshall.

The various legal opinions to be delivered concurrently with the delivery of the Bonds express the
professional judgment of the attorneys rendering the opinions on the legal issues explicitly addressed
therein. By rendering the legal opinion, the opinion giver does not become an insurer or guarantor of an
expression of professional judgment of the transaction opined upon, or of the future performance of
parties to such transaction. Nor does the rendering of an opinion guarantee the outcome of any legal
dispute that may arise out of the transaction.
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NO LITIGATION
The Issuer

On the date of issuance of the Bonds, the Issuer will deliver certificates to the effect that, to the
knowledge of the Issuer, no litigation is pending or threatened against the Issuer (i) to restrain or enjoin
the issuance of the Bonds, or contesting or questioning the validity of the Bonds or the proceedings and
authority under which the Bonds have been authorized and are to be issued, or the pledge or application
of any money or security provided for the payment of the Bonds or (ii) which questions the validity of the
Indenture, the Financing Agreement, the Tax Regulatory Agreement or the Bonds.

The Borrower

On the date of issuance of the Bonds, the Borrower will deliver a certificate to the effect that
there is no pending or, to the knowledge of the Borrower, any threatened litigation against the Borrower
which in any way questions the validity of the Bonds or any proceedings or transactions relating to their
issuance or delivery, or which would materially adversely affect the Borrower’s obligations under the
Bond Mortgage Loan Documents.

ENFORCEABILITY OF REMEDIES

The remedies available to the Trustee and the owners of the Bonds upon an Event of Default
under the Indenture, the Financing Agreement, the Credit Enhancement Agreement, if delivered, or any
other document described herein are in many respects dependent upon regulatory and judicial actions
which are often subject to discretion and delay. Under existing law and judicial decisions, the remedies
provided may not be readily available or may be limited. The various legal opinions to be delivered
concurrently with the delivery of the Bonds will be qualified to the extent that the enforceability of certain
legal rights related to the Bonds is subject to limitations imposed by bankruptcy, reorganization,
insolvency or other similar laws affecting the rights of creditors generally and by equitable remedies and
proceedings generally.

MISCELLANEOUS

Any statements in this Official Statement involving matters of opinion or forecast, whether or not
expressly so stated, are intended as such and not as representations of fact and are not to be construed as a
contract or agreement between any of the Issuer, the Borrower, the Trustee and the Credit Facility
Provider and the purchasers or Holders of the Bonds.
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APPENDIX A
DEFINITIONS OF CERTAIN TERMS

In addition to the terms defined elsewhere in this Official Statement, the following are definitions
of certain terms used in this Official Statement. Terms used but not otherwise defined herein will have the
meanings assigned to such terms in the Indenture or the Financing Agreement.

“Act” means District of Columbia Housing Finance Agency Act (Chapter 27, title 42 of the
District of Columbia Code), as amended.

“Administration Fund” means the Administration Fund established by the Trustee pursuant to the
Indenture.

“AEGON” means AEGON USA Realty Advisors, LLC, an Iowa limited liability company, as
advisor and asset manager on behalf of the Investor Member.

“Affiliate” or “affiliate” means, with respect to a Person, (a) such Person, (b) each member of the
Immediate Family of such Person, (c), if the Person is an entity, (i) any officer or director thereof and any
Person, trust, corporation, partnership, venture or other entity who or which is, directly or indirectly, the
beneficial owner of more than 10% of any class of shares or other equity security, or (ii) any Person, trust,
corporation, partnership, venture or other entity which, directly or indirectly, controls or is controlled by
or is under common control with such entity. Control (including the correlative meanings of “controlled
by” and “under common control with”) means effective power, directly or indirectly, to direct or cause
the direction of the management and policies of such Person, trust, corporation, partnership, venture or
other entity; if, with respect to a partnership or venture, any (a) general partner, (b) general partner of a
general partner, (c) partnership with a common general partner, or (d) co-venturer thereof, and if any
general partner or co-venturer is a corporation, any person, trust, corporation, partnership, venture or
other entity which is an affiliate, as defined above, of such corporation; if with respect to a limited
liability company, any (a) member (b) managing member, (c) general partner or managing member of a
managing member, (d) any co-venturer thereof, or (¢) any Person or entity which is an affiliate (as
defined herein) of a member.

“Authorized Denominations” means all Bonds shall be in denomination of $10,000 or in
denominations or maturity amounts of any whole multiple thereof.

“Authorized Officer” means (a) when used with respect to the Issuer, the Chairman, Vice
Chairman or Executive Director of the Issuer and such additional Person or Persons, if any, duly
designated by the Issuer in writing to act on its behalf, (b) when used with respect to the Borrower, the
Managing Member of the Borrower and such additional Person or Persons, if any, duly designated by the
Borrower in writing to act on its behalf, (c) when used with respect to the Trustee, any authorized
signatory of the Trustee, or any Person who is authorized in writing to take the action in question on
behalf of the Trustee, (d) when used with respect to the Servicer, any authorized signatory of the Servicer
and such additional Person or Persons, if any, duly designated by the Servicer in writing to act on its
behalf, (¢) when used with respect to the Dissemination Agent, any authorized signatory of the
Dissemination Agent and such additional Person or Persons, if any, duly designated by the Dissemination
Agent in writing to act on its behalf, and (f) when used with respect to the Credit Facility Provider, any
Person who is authorized in writing to take the action in question on behalf of the Credit Facility
Provider.



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

“Bond Counsel” means (i) on the Release Date, the law firm or law firms delivering the
approving opinion(s) with respect to the Bonds, or (ii) any other firm of attorneys selected by the Issuer
that is experienced in matters relating to the issuance of obligations by states and their political
subdivisions that is listed as municipal bond attorneys in The Bond Buyer’s Municipal Marketplace and is
acceptable to the Credit Facility Provider.

“Bond Fee Component” means the regular, ongoing fees due from time to time of the Issuer, the
Trustee, the Dissemination Agent, if any, the Custodian, the Dissemination Agent and the Rebate Analyst
expressed as a flat, fixed amount or in terms of a percentage of the principal amount of Outstanding
Bonds (including Purchased Bonds) on an annual basis.

“Bond Financing Documents” means, collectively, the Indenture Supplement, the Bonds, the
Financing Agreement, the Pledge Agreement, the Tax Certificate, the Continuing Disclosure Agreement
and any Bond Mortgage Loan Documents not otherwise included in the foregoing list of documents.

“Bond Fund” means the Bond Fund established by the Trustee pursuant to the Indenture.

“Bond Monitoring Agent Fee” shall have the meaning given to that term in Tax Regulatory
Agreement mean the fee paid to the Issuer as Bond Monitoring Agent in accordance with the Issuer’s
standard written policy, which may be paid as a portion of the Issuer’s Fee paid pursuant to the Indenture
for so long as the Bonds are outstanding.

“Bond Mortgage” means the Multifamily Deed of Trust, Assignment of Rents and Security
Agreement dated as of the date of the Indenture, together with all riders and addenda thereto, from the
Borrower to the Issuer, securing payment of the Bond Mortgage Loan, as such Bond Mortgage may from
time to time be amended, modified or supplemented, as such Bond Mortgage has been assigned by the
Issuer to the Trustee.

“Bond Mortgage Loan” means the loan by Issuer to the Borrower of the proceeds of the sale of
Bonds in the principal amount of $12,830,000 in connection with the Project.

“Bond Mortgage Loan Documents” means the Bond Mortgage, the Bond Mortgage Note, the
Financing Agreement, the Regulatory Agreement, any Custodial Escrow Agreement, the Credit
Facility, the Reimbursement Agreement, the Reimbursement Mortgage, the Intercreditor Agreement, the
Pledge Agreement, the Rehabilitation Escrow Agreement and any and all other instruments and other
documents evidencing, securing, or otherwise relating to the Bond Mortgage Loan or any portion thereof,
or evidencing, securing or otherwise relating to the Borrower’s obligations to the Credit Facility Provider
in connection with the delivery of the Credit Facility.

“Bond Mortgage Loan Fund” means the Bond Mortgage Loan Fund established by the Trustee
pursuant to the Indenture.

“Bond Mortgage Note” means the Bond Mortgage Note dated the Release Date from the
Borrower to Issuer and assigned to the Trustee, subject to the Unassigned Rights, in the principal amount
of $12,830,000, together with all riders and addenda thereto, evidencing the Bond Mortgage Loan, as
such Bond Mortgage Note may from time to time be amended, modified or supplemented.
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“Bond Register” means the books or other records maintained by the Bond Registrar setting forth
the registered Bondholders from time to time of the Bonds.

“Bond Registrar” means the Trustee acting as such, and any other bond registrar appointed
pursuant to the Indenture Supplement.

“Bond Year” means the period commencing on the Release Date and ending on July 31, 2011 and
each 12-month period thereafter commencing on August 1 of each year, so long as the Bonds are
Outstanding.

“Bondholder” or “Holder” or “Owner” means any Person who shall be the registered owner of
any Outstanding Bond or Bonds.

“Bonds” means the District of Columbia Housing Finance Agency Multifamily Housing Revenue
Bonds (NIB Program - King Towers Project), Series 2009A-5.

“Borrower” means King Housing LLC, a Maryland limited liability company organized and
existing under the laws of the State of Maryland, or any of its permitted successors or assigns as owner of
the Project.

“Borrower Equity Account” means the Borrower Equity Account of the Bond Mortgage Loan
Fund established by the Trustee pursuant to the Indenture Supplement.

“Borrower Equity Deposit” means the deposit to be made by the Borrower with the Trustee to the
Borrower Equity Account on or before the Release Date, which deposit shall be comprised of sources
other than the proceeds of the Bonds.

“Business Day” means any day other than (i) a Saturday, (ii) a Sunday, (iii) a day on which the
Federal Reserve Bank of New York (or other agent acting as the Credit Facility Provider’s fiscal agent
identified to the Trustee) is authorized or obligated by law or executive order to remain closed, (iv) a day
on which the Principal Office of the Credit Facility Provider is closed and (v) a day on which (a) banking
institutions in the City of New York or in the city in which the Principal Office of the Trustee or the
permanent home office of the Credit Facility Provider is located are authorized or obligated by law or
executive order to be closed or (b) the New York Stock Exchange is closed.

“Certificate of the Issuer,” “Statement of the Issuer,” “Request of the Issuer” and “Requisition of
the Issuer” mean, respectively, a written certificate, statement, request or requisition signed in the name of
the Issuer by an Authorized Officer of the Issuer or such other Person as may be designated and
authorized to sign for the Issuer. Any such instrument and supporting opinions or representations, if any,
may, but need not, be combined in a single instrument with any other instrument, opinion or
representation, and the two or more so combined shall be read and construed as a single instrument.

“Change Order” means any change order requesting a change in, deviation from, addition or
modification to the Schedule of Work.

“Claims” means liabilities, obligations, suits, actions, claims, judgments, demands, damages,
penalties, fines, assessments, losses, expenses, fees (including all reasonable fees of attorneys, auditors
and consultants), taxes (inclusive of rebate to the United States, but exclusive of income taxes on fees
earned by the Trustee), contributions, and costs of every kind and nature (including litigation and court
costs, amounts paid in settlement by or with the approval of the Borrower and amounts paid to discharge
judgments).
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“Code” means the Internal Revenue Code of 1986, as amended and the regulations promulgated
thereunder.

“Commitment” means the commitment from Freddie Mac to the Servicer pursuant to which
Freddie Mac has agreed to provide credit enhancement for the Bond Mortgage Loan, as the same may be
amended, modified or supplemented from time to time.

“Continuing Disclosure Agreement” means the Continuing Disclosure Agreement dated as of the
date of the Indenture Supplement between the Borrower and the Dissemination Agent, as such Continuing
Disclosure Agreement may from time to time be amended or supplemented.

“Conversion Date” means, with respect to the Bonds, October 19, 2010.

“Cost,” “Costs” or “Costs of the Project” means costs paid with respect to the Project that are (i)
properly chargeable to capital account (or would be so chargeable with a proper election by the Borrower
or but for a proper election by the Borrower to deduct such costs) in accordance with general Federal
income tax principles and in accordance with United States Treasury Regulations Section 1.103-8(a)(1),
(i1) are paid with respect to a qualified residential rental project or projects within the meaning of Section
142(d) of the Code, (iii) are paid after the earlier of 60 days prior to the date of a resolution of the Issuer
to reimburse costs of the Project with proceeds of Bonds or the date of issue of the Bonds, and (iv) if the
Costs of the Project were previously paid and are to be reimbursed with proceeds of the Bonds such costs
were (A) costs of issuance of the Bonds, (B) preliminary capital expenditures (within the meaning of
United States Treasury Regulations Section 1.150-2(f)(2)) with respect to the Project (such as
architectural, engineering and soil testing services) incurred before commencement of acquisition or
rehabilitation of the Project that do not exceed twenty percent (20%) of the issue price of the Bonds (as
defined in United States Treasury Regulations Section 1.148-1), or (C) were capital expenditures with
respect to the Project that are reimbursed no later than eighteen (18) months after the later of the date the
expenditure was paid or the date the Project are placed in service (but no later than three (3) years after
the expenditure is paid); provided however, that if any portion of the Project are being constructed or
developed by the Borrower or an Affiliate (whether as a developer, a general contractor or a
subcontractor), “Cost,” “Costs” or “Costs of the Project” shall include only (a) the actual out-of-pocket
costs incurred by the Borrower or such Affiliate in developing or constructing the Project (or any portion
thereof), (b) any reasonable fees for supervisory services actually rendered by the Borrower or such
Affiliate (but excluding any profit component) and (c) any overhead expenses incurred by the Borrower
or such Affiliate which are directly attributable to the work performed on the Project, and shall not
include, for example, intercompany profits resulting from members of an affiliated group (within the
meaning of Section 1504 of the Code) participating in the rehabilitation or development of the Project or
payments received by such Affiliate due to early completion of the Project (or any portion thereof).

“Compliance Period” shall mean the period specified in Section 42(i)(1) of the Code, being
fifteen years beginning with the later of the year in which the four apartment buildings containing the
residential housing units, which will consist of one hundred and eighteen upon completion, comprising a
portion of the Project are placed in service or, at the election of the Borrower, the next succeeding year.

“Costs of Issuance” means (i) the fees (excluding ongoing fees), costs and expenses of (a) the
Issuer, the Issuer’s counsel and the Issuer’s financial advisor, if any, (b) the Special Advisor (including
discounts to the Special Advisor or other purchasers of the Bonds, other than original issue discount,
incurred in the issuance and sale of the Bonds) and the Special Advisor’s counsel, (¢) Bond Counsel, (d)
the Trustee and the Trustee’s counsel, (e) the Servicer and the Servicer’s counsel, if any, (f) the Credit
Facility Provider and the Credit Facility Provider’s counsel, (g) the Borrower’s counsel attributable to the
issuance of the Bonds and the Borrower’s financial advisor, if any, and (h) the Rating Agency, (ii) costs

A-4



of printing the offering documents relating to the sale of the Bonds and (iii) all other fees, costs and
expenses directly associated with the authorization, issuance, sale and delivery of the Bonds, including,
without limitation, printing costs, costs of reproducing documents, filing and recording fees.

“Costs of Issuance Deposit” means the deposit to be made by the Borrower with the Trustee on or
before the Release Date, which deposit shall be comprised of both proceeds of the Bonds and other
sources.

“Cost of Issuance Fund” means the Cost of Issuance Fund established by the Trustee pursuant to
the Indenture.

“Credit Enhancement Agreement” means the Credit Enhancement Agreement, dated as of the
date of the Indenture Supplement, between Freddie Mac and the Trustee, as such Credit Enhancement
Agreement may from time to time be amended or supplemented.

“Credit Facility” means the Credit Enhancement Agreement.

“Credit Facility Interest Reimbursement Account” means the Credit Facility Interest
Reimbursement Account of the Credit Facility Reimbursement Fund established by the Trustee pursuant
to the Indenture Supplement.

“Credit Facility Principal Reimbursement Account” means the Credit Facility Principal
Reimbursement Account of the Credit Facility Reimbursement Fund established by the Trustee pursuant
to the Indenture Supplement.

“Credit Facility Provider” means, so long as the Credit Enhancement Agreement is in effect,
Freddie Mac.

“Credit Facility Reimbursement Fund” means the Credit Facility Reimbursement Fund (and the
separate principal and interest accounts therein) established by the Trustee pursuant to the Indenture
Supplement.

“Custodial Escrow Account” means, collectively, the account or accounts established and held by
the Servicer, in accordance with the Guide or otherwise, for the purpose of funding (a) escrows for taxes,
insurance and related payments and costs, if required by the Credit Facility Provider, (b) a reserve for
replacements for the Project, if required by the Credit Facility Provider, and (c) a debt service reserve for
the Bond Mortgage Loan, if required by the Credit Facility Provider.

“Custodial Escrow Agreement” means any agreement (which agreement may be the Guide or the
Commitment as applicable) pursuant to which a Custodial Escrow Account is established and maintained.

“Custodian” means U.S. Bank National Association, not in its individual capacity but solely in its
capacity as collateral agent for the Credit Facility Provider under the Pledge Agreement, and any
successor in such capacity.

“Debt Service Reserve Fund” means the Debt Service Reserve Fund established by the Trustee
pursuant to the Indenture Supplement.

“Determination of Taxability” means, solely for purposes of the Tax Regulatory Agreement, (a) a

determination by the Commissioner or any District Director of the Internal Revenue Service, (b) a private
ruling or Technical Advice Memorandum issued by the National Office of the Internal Revenue Service
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in which Issuer and Borrower were afforded the opportunity to participate, (c) a determination by any
court of competent jurisdiction, (d) the enactment of legislation or (e) receipt by Trustee, at the request of
Issuer, Borrower or Trustee, of an opinion of Bond Counsel, in each case to the effect that the interest on
the Bonds is includable in gross income for federal income tax purposes of any bondholder or any former
bondholder; provided, however, that no such Determination of Taxability under clause (a) or (c) shall be
deemed to have occurred if Issuer or Borrower is contesting such determination, has elected to contest
such determination in good faith and is proceeding with all applicable dispatch to prosecute such contest
until the earliest of (i) a final determination from which no appeal may be taken with respect to such
determination, (ii) abandonment of such appeal by Issuer or Borrower, as the case may be, or (iii) one
year from the date of initial determination.

“Dissemination Agent” means initially Digital Assurance Certification LLC, or any dissemination
agent subsequently appointed in accordance with the Continuing Disclosure Agreement.

“Dissemination Agent’s Fee” means the annual fee for the Dissemination Agent’s fees and
expenses in rendering its services under the Continuing Disclosure Agreement during each twelve month
period, which fee is equal to (and shall not exceed) $500 and shall be payable annually in advance on the
Release Date and each July 1 thereafter.

“District” means the District of Columbia.

“DTC” means The Depository Trust Company, New York, New York, as initial Securities
Depository for the Bonds pursuant to the Indenture Supplement or its successors.

“Electronic Notice” means delivery of notice in a Word format or a Portable Document Format
(PDF) by electronic mail to the electronic mail addresses listed in the Indenture Supplement; provided,
that if a sender receives notice that the electronic mail is undeliverable, notice must be sent as otherwise
required by the Indenture Supplement.

“Eligible Funds” means (a) proceeds received pursuant to the Credit Facility, (b) proceeds of the
Bonds received contemporaneously with the issuance and sale of the Bonds (including any Bond proceeds
deposited to the Project Account of the Bond Mortgage Loan Fund on the Release Date), (c) proceeds
from the investment or reinvestment of moneys described in clauses (a) and (b) above, or (d) moneys
delivered to the Trustee and accompanied by an Opinion of Counsel of nationally recognized counsel
experienced in bankruptcy matters to the effect that if the Borrower, any general partner, member or
guarantor of the Borrower, or the Issuer were to become a debtor in a proceeding under the Bankruptcy
Code: (i) payment of such moneys to Bondholders would not constitute a voidable preference under
Section 547 of the Bankruptcy Code and (ii) the automatic stay provisions of Section 362(a) of the
Bankruptcy Code would not prevent application of such moneys to the payment of the Bonds.

“Event of Default” or “event of default” means, with respect to the Indenture, any of those events
specified in and defined by the applicable provisions thereof to constitute an event of default, and with
respect to the Financing Agreement, those events specified in and defined by the applicable provisions of
the Financing Agreement to constitute an event of default.

“Extraordinary Services” means and includes, but not by way of limitation, services, actions and
things carried out and all expenses incurred by the Trustee, including in its capacity as Paying Agent and
Bond Registrar, in respect of or to prevent default under the Indenture Supplement or the Bond Mortgage
Loan Documents, including any reasonable attorneys' or agent’ fees and expenses and other litigation
costs that are entitled to reimbursement under the terms of the Financing Agreement, and other actions
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taken and carried out by the Trustee which are not expressly set forth in the Indenture Supplement or the
Bond Mortgage Loan Documents.

“Extraordinary Servicing Fees and Expenses” means all fees and expenses of the Servicer under
the Guide during any Bond Year in excess of Ordinary Servicing Fees and Expenses, as set forth in a
detailed invoice to the Borrower and the Credit Facility Provider.

“Extraordinary Trustee’s Fees and Expenses” means all those fees, expenses and disbursements
earned or incurred by the Trustee as described in the Indenture during any Bond Year for Extraordinary
Services.

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

“Financing Agreement” means the Financing Agreement dated as of August 1, 2010 by and
among the Borrower, the Issuer and the Trustee, as such Financing Agreement may from time to time be
amended or supplemented.

“First Supplemental Indenture” means the First Supplemental Indenture dated as of December 1,
2009 between the Issuer and the Trustee.

“Freddie Mac” means the Federal Home Loan Mortgage Corporation, a shareholder owned
government-sponsored enterprise organized and existing under the laws of the United States of America,

and its successors and assigns.

“Freddie Mac Credit Enhancement Fee” has the meaning given to that term in the Reimbursement
Agreement.

“Freddie Mac Reimbursement Amount” has the meaning given to that term in the
Reimbursement Agreement.

“General Indenture” means the General Indenture dated as of December 1, 2009, as amended and
supplemented by the First Supplemental Indenture.

“Government Obligation” means Qualified Investments described in (a) and (b) of the definition
of “Qualified Investments” herein.
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“Guaranteed Payment” means the amount required to be paid to the Trustee pursuant to the Credit
Facility, provided, that so long as the Credit Enhancement Agreement is the Credit Facility, “Guaranteed
Payment” shall have the meaning given to that term in the Credit Enhancement Agreement.

“Guarantor or Guarantors” means, collectively, King Housing, Inc. and the Springing Guarantor
which Springing Guarantor’s obligations are defined in the Springing Guaranty.

“Guaranty” means the Guaranty dated as of the Release Date between the Issuer and Guarantor,
as such Guaranty may from time to time be amended or supplemented. The liability of the Guarantor
under the Guaranty shall be secured by the Springing Guaranty.

“Guide” means the Freddie Mac Delegated Underwriting for Targeted Affordable Housing Guide
and Freddie Mac Multifamily Seller/Servicer Guide (as applicable), as amended and supplemented from
time to time.

“Indenture” means the General Indenture, amended and supplemented by the Indenture
Supplement, together with any other indentures amending or supplemental thereto.

“Indenture Supplement” means the Sixth Supplemental Trust Indenture dated as of August 1,
2010 by and between the Issuer and the Trustee, amending and supplementing the General Indenture.

“Information Services” means in accordance with then current guidelines of the Securities and
Exchange Commission, one or more services selected by the Trustee which are then providing
information with respect to called Bonds, or, if the Trustee does not select a service, then such service or
services as the Issuer may designate in a certificate of the Issuer delivered to the Trustee.

“Intercreditor Agreement” means the Intercreditor Agreement, dated as of August 1, 2010,
among the Issuer, the Trustee and Freddie Mac, as the same may be amended or supplemented.

“Interest Payment Date” means (i) following the payment of interest due on the Release Date, the
Conversion Date and thereafter January 1 and July 1 of each year, commencing January 1, 2011 and (ii)
for Bonds subject to redemption but only with respect to such Bonds, the date of redemption (or purchase
in lieu of redemption).

“Investor Member” means initially, Garnet LIHTC Fund XXI, LLC, and following the post-
closing transfer as currently contemplated by such party, Garnet LIHTC Fund XVIII, LLC, together with
any other investor member of the Sole Member approved by the Issuer to be admitted as the tax credit
investor member of the Borrower.

“Investor Partnership or LLC” means (a) a limited partnership composed of two or more partners,
with an Approved Affiliate of AEGON as the general partner (or an Approved Affiliate of AEGON
having direct or indirect control of such general partner), or (b) a limited liability company composed of
one or more members with an Approved Affiliate of AEGON as the managing member (or an Approved
Affiliate of AEGON having direct or indirect control of such managing member).

“Issuance Date” shall mean the date of redelivery of the Bonds as tax-exempt obligations, which
is August 19, 2010.

“Issuer” means the District of Columbia Housing Finance Agency, a corporate body and an
instrumentality, organized and existing under the laws of the District of Columbia.
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“Issuer Fee” means an annual amount equal to the greater of (i) $5,000 per annum or (ii) 0.40%
per annum of the Bonds Outstanding, payable in arrears to the Issuer in an amount equal to one-twelfth of
the Issuer’s Fee on the first day of each month, commencing September 1, 2010 and on the first day of
each month thereafter.

“Managing Member” means the managing member of the Sole Member, which is King Housing,
Inc., a Maryland non-stock corporation and an organization described in Section 501(c)(3) of the Code,
together with its permitted successors and/or assigns.

“Market Indenture” shall have the meaning set forth in the Indenture Supplement.

“Market Risk Event” means (i) legislation enacted by the Congress, (ii) a final non appealable
decision rendered by a court established under Article III of the Constitution of the United States, or the
United States Tax Court, or (iii) an order, ruling or regulation issued by the United States Department of
the Treasury or the Internal Revenue Service, with the purpose or effect, directly or indirectly, of causing
interest received by any Bondholder (other than a Bondholder who is a “substantial user” of the Project or
a “related person” of a substantial user (each within the meaning of Section 147(a) of the Code)) to be
included in the gross income of such Bondholder for purposes of federal income taxation.

“Maturity Date” means the maturity date of the Bonds set forth in the Indenture.

“Member” means any of the Managing Member, the Investor Member, and the Special Member
or any successors in interest at the time of the reference thereto.

“Moody’s” means Moody’s Investors Service, Inc., its successors and assigns, if such successors
and assigns continue to perform the services of a securities rating agency.

“Net Proceeds” when used with respect to any insurance or condemnation award, means the
proceeds from the insurance or condemnation award with respect to which that term is used remaining
after payment of all reasonable expenses incurred in the collection of such insurance proceeds or
condemnation award, including reasonable attorney fees.

“Non-Managing Members” means, collectively, the Investor Member and the Special Member;
each, a “Non-Managing Member.”

“Official Statement” means this Official Statement dated the Release Date relating to the sale and
issuance of the Bonds, as the same may be supplemented or amended.

“Operating Agreement” means the Borrower’s Operating Agreement in effect on the Release
Date.

“Operating Reserve Fund” means the Operating Reserve Fund established by the Trustee
pursuant to the Indenture.

“Opinion of Bond Counsel” means an Opinion of Counsel from Bond Counsel, addressed to the
Credit Facility Provider and the Trustee, for the benefit of the Issuer, the Trustee, the Bondholders and the
Credit Facility Provider.

“Opinion of Counsel” means a written opinion of an attorney or firm of attorneys addressed to the
Trustee, the Issuer and the Credit Facility Provider, who may (except as otherwise expressly provided in
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the Indenture) be counsel to the Issuer, the Borrower, the Credit Facility Provider or the Trustee, and who
is acceptable to the Trustee, the Issuer and the Credit Facility Provider.

“Ordinary Servicing Fees and Expenses” means the ordinary fees payable to the Servicer in
connection with the servicing of the Bond Mortgage Loan under the Guide, payable monthly in arrears as
provided in the Reimbursement Agreement.

“Ordinary Trustee’s Fees and Expenses” means the annual administration fee for the Trustee’s
ordinary fees and expenses in rendering its services under the Indenture Supplement as Trustee during
each twelve month period, which fee is equal to (and shall not exceed) $2,875 and shall be payable
annually in advance on the Release Date and each July 1 thereafter, commencing July 1, 2011.

“Outstanding” or “Bonds Outstanding” means, as of any date, all Bonds that have been duly
authenticated and delivered by the Trustee under the Indenture Supplement, except:

(a) Bonds surrendered and replaced upon exchange or transfer, or cancelled because of
payment or redemption, at or prior to such date;

(b) Bonds for the payment, redemption or purchase for cancellation of which sufficient
money has been deposited prior to such date with the Trustee (whether upon or prior to the maturity,
amortization or redemption date of the same), or which are deemed to have been paid and discharged
pursuant to the provisions of the Indenture; provided that if such Bonds are to be redeemed prior to the
maturity thereof, other than by scheduled amortization, notice of such redemption will have been given or
arrangements satisfactory to the Trustee will have been made therefor, or waiver of such notice
satisfactory in form to the Trustee will have been filed with the Trustee; and

(©) Bonds in lieu of which others have been authenticated (or payment, when due, of which
is made without replacement) under the Indenture; and

(d) For the purpose of determining whether the Bondholders of the requisite amount of
Bonds Outstanding have made or concurred in any notice, request, demand, direction, consent, approval,
order, waiver, acceptance, appointment or other instrument or communication under or pursuant to the
Indenture Supplement, Bonds known to the Trustee to be owned by or for the account of the Borrower or
any person owned, controlled by, under common control with or controlling the Borrower will be
disregarded and deemed to be not Outstanding unless all Bonds will be so owned and provided the
Trustee has knowledge of the foregoing; provided, further, that all Purchased Bonds shall be deemed to be
Outstanding, and the Trustee shall follow any direction provided by the Credit Facility Provider with
respect to Purchased Bonds for the purposes hereof (Bonds so owned which have been pledged in good
faith may be regarded as Outstanding if the pledge shall establish, to the satisfaction of the Trustee, the
pledgee’s right to vote such Bonds, and in the event of a dispute as to the existence of such right, any
decision by the Trustee taken upon the advice of counsel shall constitute full protection to the Trustee.
The term “control” (including the terms “controlling”, “controlled by” and “under common control with”)
means the possession, directly or indirectly, of the power to direct or cause the direction of the
management and policies of a person, whether through the ownership of voting securities, by contract, or
otherwise. Beneficial ownership of 5% or more of a class of securities having general voting power to
elect a majority of the board of directors of a corporation will be conclusive evidence of control of such
corporation.

“Paying Agent” means the Trustee acting as such, and any other paying agent appointed pursuant
to the Indenture Supplement.
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“Permanent Rate” means 4.09% per annum.

“Person” or “person” means an individual, corporation, partnership, association, joint stock
company, joint venture, trust, unincorporated association, limited liability company, government or
agency or political subdivision thereof or any other organization or entity (whether governmental or
private).

“Pledge Agreement” means that certain Pledge, Security and Custody Agreement, dated as of the
date of the Indenture, by and between the Custodian, the Borrower and Freddie Mac as originally
executed or as modified or amended from time to time.

“Principal Office of the Credit Facility Provider” means the office of the Freddie Mac located at
8100 Jones Branch Drive, McLean, Virginia 22102 or such other office or offices as the Credit Facility
Provider may designate from time to time.

“Principal Office of the Trustee” means the office of the Trustee located at Two James Center,
1021 E. Cary Street, 18th Floor, Richmond, VA 23219 or such other office or offices as the Trustee may
designate from time to time, or the office of any successor Trustee where it principally conducts its
business of serving as trustee under indentures pursuant to which municipal or governmental obligations
are issued.

“Project” means the land and one apartment building comprised of a one hundred and twenty nine
(129) unit rental housing complex (two units of which will be used as a management office and learning
center) and related fixtures, equipment, furnishings and site improvements and a thirty-one (31) space
underground parking garage known as King Towers Apartments located at 1220 12th Street, N.W., in
Ward 2 in the District of Columbia, including the real estate described in the Bond Mortgage.

“Project Account” means the Project Account of the Bond Mortgage Loan Fund established by
the Trustee pursuant to the Indenture Supplement.

“Purchase Price” means, with respect to any Bond to be purchased pursuant to the Indenture
Supplement, the principal amount of such Bond plus any redemption premium due thereon plus interest
accrued thereon to the Settlement Date.

“Purchased Bond” means any Bond during the period from and including the date of its purchase
by the Trustee on behalf of and as agent for the Borrower with amounts provided by the Credit Facility
Provider under the Credit Facility, to, but excluding, the date on which such Bond is (a) transferred
pursuant to and in accordance with the Indenture Supplement or (b) redeemed or otherwise cancelled.

“Qualified Investments” means any of the following if and to the extent permitted by law:
(a) direct and general obligations of the United States of America; (b) obligations of any agency or
instrumentality of the United States the payment of the principal of and interest on which are
unconditionally guaranteed by the full faith and credit of the United States of America; (c) senior debt
obligations of Freddie Mac; (d) senior debt obligations of Fannie Mae; (¢) demand deposits or time
deposits with, or certificates of deposit issued by, the Trustee or its affiliates or any bank organized under
the laws of the United States or any state or the District of Columbia which has combined capital, surplus
and undivided profits of not less than $50,000,000; provided, that the Trustee or such other institution has
been rated at least “VMIG-17/A-1+" by Moody’s/S&P which deposits or certificates are fully insured by
the Federal Deposit Insurance Corporation or collateralized pursuant to the requirements of the Office of
the Comptroller of the Currency; (f) investment agreements with Freddie Mac or a bank or any insurance
company or other financial institution which has a rating assigned by Moody’s/S&P to its outstanding
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long-term unsecured debt which is the highest rating (as defined below) for long-term unsecured debt
obligations assigned by Moody’s/S&P, and which are approved by the Credit Facility Provider; (g) shares
or units in any money market mutual fund (including mutual funds of the Trustee or its affiliates or for
which the Trustee or an affiliate thereof serves as investment advisor or provides other services to such
mutual fund receives reasonable compensation therefor) registered under the Investment Company Act of
1940, as amended, whose investment portfolio consists solely of (A) direct obligations of the
United States government, or (B) tax exempt obligations and which fund has been rated “Aaa”/”AAA” by
Moody’s/S&P or (h) (i) tax exempt obligations rated in the highest short term rating category by Moody’s
or S&P, or (ii) shares of a tax-exempt municipal money market mutual fund or other collective
investment fund registered under the federal Investment Company Act of 1940, whose shares are
registered under the federal Securities Act of 1933, having assets of at least $100,000,000, and having a
rating of “Aaa”/”AAA” by the Rating Agency, for which at least 95% of the income paid to the holders
on interest in such money market fund will be excludable from gross income under Section 103 of the
Code, including money market funds for which the Trustee or its affiliates receive a fee for investment
advisory or other services to the fund; or (i) any other investments approved in writing by the Credit
Facility Provider. For purposes of this definition, the “highest rating” shall mean a rating of at least
“VMIG-1"/"A-1+"  for  obligations with less than oneyear maturity; at least
“Aaa”/”VMIG-17/”AAA”/”’A-1+” for obligations with a maturity of one year or greater but less than
three years; and at least “Aaa”/”AAA” for obligations with a maturity of three years or greater. Qualified
Investments must be limited to instruments that have a predetermined fixed-dollar amount of principal
due at maturity that cannot vary or change and interest, if tied to an index, shall be tied to a single interest
rate index plus a single fixed spread, if any, and move proportionately with such index.

“Rating Agency” means each national rating agency then maintaining a rating on the Bonds, or
any successor or assign thereof.

“Rebate Analyst” means a certified public accountant, financial analyst or bond counsel, or any
firm of the foregoing, or financial institution (which may include the Trustee) experienced in making the
arbitrage and rebate calculations required pursuant to Section 148 of the Code, selected and retained by
the Borrower at the expense of the Borrower, with the prior written consent of the Trustee to make the
computations required under the Indenture Supplement and the Financing Agreement.

“Rebate Fund” means the Rebate Fund established by the Trustee pursuant to the Indenture
Supplement.

“Record Date” means the 15th day of the month preceding the month in which any Interest
Payment Date falls.

“Redemption Fund” means the Redemption Fund established by the Trustee pursuant to the
Indenture.

“Rehabilitation Escrow Agreement” means the Rehabilitation Escrow Agreement dated as of
August 1, 2010 between the Borrower, Freddie Mac, and the Servicer as the same may be amended,
supplemented or restated from time to time.

“Reimbursement Agreement” means the Reimbursement and Security Agreement dated as of the
date hereof between the Borrower and Freddie Mac, as the same may be amended, supplemented or

restated from time to time.

“Reimbursement Mortgage” means the Multifamily Deed of Trust, Assignment of Rents and
Security Agreement, dated as of the date of the Indenture, from the Borrower for the benefit of Freddie
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Mac, together with all riders and addenda thereto, granting a second priority mortgage and security
interest in the Project to Freddie Mac to secure the obligations of the Borrower under the Reimbursement
Agreement and all documents related thereto, as the same may be amended, supplemented or restated
from time to time.

“Reimbursement Security Documents” has the meaning given to that term in the Reimbursement
Agreement.

“Release Date” means, with respect to the Bonds, August 19, 2010.

“Replacement Reserve Agreement” means that certain Replacement Reserve Agreement dated
August 1, 2010, by and between the Borrower and Freddie Mac.

“Replacement Reserve Fund” means the fund created pursuant to the Indenture Supplement.

“Requisition” means, with respect to the Bond Mortgage Loan Fund and the Bond Mortgage
Loan Fund contained under and defined in the Market Indenture, the requisition in the form of exhibit to
the Indenture Supplement required to be submitted in connection with disbursements from the Project
Account and/or the Borrower Equity Account of the Bond Mortgage Loan Fund and in connection with
disbursements from the Project Account and/or the Borrower Equity Account of the Bond Mortgage Loan
Fund contained under and defined in the Market Indenture, and with respect to the Cost of Issuance Fund,
the requisition in the form of exhibit to the Indenture Supplement required to be submitted in connection
with disbursements from the Cost of Issuance Fund.

“Responsible Officer” means any officer of the Trustee employed within or otherwise having
regular responsibility in connection with the corporate trust department of the Trustee and the trusts
created under the Indenture Supplement.

“Revenue Fund” means the Revenue Fund established by the Trustee pursuant to the Indenture.

“Revenues” means (i) all payments made with respect to the Bond Mortgage Loan pursuant to the
Financing Agreement, the Bond Mortgage Note or the Bond Mortgage (except Principal Reserve
Schedule Payments), including all casualty or other insurance benefits and condemnation awards paid in
connection therewith (subject in all events to the interests of the Credit Facility Provider therein under the
terms of the Credit Facility and the Reimbursement Security Documents), (ii) payments made by the
Credit Facility Provider pursuant to the Credit Facility, and (iii) all moneys and securities held by the
Trustee in the funds and accounts established pursuant to the Indenture Supplement (excluding moneys or
securities designated for deposit into and held in the Cost of Issuance Fund, the Administration Fund, the
Borrower Equity Account, the Credit Facility Reimbursement Fund, and the Rebate Fund), together with
all investment earnings thereon.

“Schedule of Work” means the Schedule of Work attached as Exhibit B to the Financing
Agreement and as Exhibit A to the Rehabilitation Escrow Agreement.

“Securities Depository” means (a) The Depository Trust Company, 711 Stewart Avenue, Garden
City, New York 11530, facsimile: (516) 227-4039 or 4190; or (b) any replacement registered securities
depository as the Issuer may designate in a certificate of the Issuer delivered to the Trustee and the Credit
Facility Provider.

“Servicer” means the eligible servicing institution designated by Freddie Mac from time to time
(which may be Freddie Mac if Freddie Mac elects to service the Bond Mortgage Loan), or its successor,
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as servicer of the Bond Mortgage Loan. Initially, the Servicer shall be Wells Fargo Bank, National
Association.

“Settlement Date” means any date on which any Bond is purchased pursuant to the Indenture
Supplement.

“Short-Term Rate” means the interest rate equal to the sum of 0.60% plus the lesser of (i) Four
Week T-Bill Rate as of the second Business Day prior to the Release Date or (ii) the Permanent Rate less
the Spread.

“Sole Member” means King Towers LLC, a Maryland limited liability company, together with its
permitted successors and/or assigns.

“Sole Member Agreement” means that certain Operating Agreement of the Sole Member dated of
even date with the Indenture Supplement, by and between King Housing, Inc., Garnet LIHTC Fund XXI,
LLC and Transamerica Affordable Housing, Inc.

“S&P” means Standard & Poor’s Ratings Services, a division of The McGraw Hill Companies,
Inc., and its successors and assigns.

“Special Issuer Fee” means an amount equal to the difference between interest calculated on the
Bonds at the Short-Term Rate and interest calculated on the Bond Mortgage Loan at the Permanent Rate
for the period from and including the Release Date to, but not including, the Conversion Date, which
amount shall be payable to the Issuer on the Conversion Date pursuant to the provisions of the Indenture
Supplement.

“Special Member” means Transamerica Affordable Housing, Inc., a California corporation,
approved by the Issuer to be admitted as the Special Investor Member of the Sole Member.

“Springing Guarantor” means National Foundation for Affordable Housing Solutions, Inc.

“Springing Guaranty” means the Springing Guaranty dated as of the Release Date between the
Issuer and Springing Guarantor, as such Springing Guaranty may from time to time be amended or
supplemented.

“Surplus Cash” means with respect to any period, and for purposes of the Replacement Reserve
Fund, any revenues of the Borrower remaining after paying, or setting aside funds for paying, the
following:

(i)  all sums due or currently required to be paid under the Bond Mortgage Note or the
Bond Mortgage (excluding deposits to the Replacement Reserve Fund pursuant to the
Indenture),

(ii))  all sums due or currently required to be paid under the Reimbursement Agreement or
the Reimbursement Mortgage (including but not limited to any Imposition Deposits
as defined in the Reimbursement Mortgage),

(i)  all deposits to any replacement reserve, completion/repair reserve or other reserve or
escrow required by the Bond Mortgage Loan Documents that are due or currently
payable (excluding deposits to the Replacement Reserve Fund pursuant to the
Indenture),
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(iv)  all fees due or currently payable by the Borrower in connection with the Bonds,
including but not limited to fees and expenses of the Issuer, the Trustee and any
Rebate Analyst, and

(v)  all reasonable operating expenses of the Project, including but not limited to real
estate taxes, insurance premiums, utilities, building maintenance and repairs,
management fees, payroll, administrative expenses, legal expenses and audit
expenses (excluding any developer fees payable with respect to the Project).

“Tax Certificate” means the Tax Certificate and Agreement, dated as of the Release Date, among
the Issuer, the Trustee and the Borrower.

“Tax Regulatory Agreement” means the Tax Regulatory Agreement dated as of August 1, 2010
among the Issuer, the Trustee and the Borrower, as the same may be amended or supplemented.

“Taxes” means all taxes, water rents, sewer rents, assessments and other governmental or
municipal or public or private dues, fees, charges and levies and any liens (including federal tax liens)
which are or may be levied, imposed or assessed upon the Project or any part thereof, or upon any leases
pertaining thereto, or upon the rents, issues, income or profits thereof, whether any or all of the
aforementioned be levied directly or indirectly or as excise taxes or as income taxes.

“Trustee” means U.S. Bank National Association and its successors in trust under the Indenture.
“Trust Estate” will have the meaning set forth in the Indenture.

“Unassigned Rights” means (a) all rights which the Issuer and its officers, officials, directors,
agents and employees may have under the Indenture Supplement, the Financing Agreement and the Tax
Regulatory Agreement to indemnification by the Borrower and by any other Person and to payments for
expenses incurred by the Issuer itself, or its officers, officials, directors, agents or employees; (b) the right
of the Issuer to give and receive notices, reports, certifications, or other information hereunder, under the
Financing Agreement and under the Tax Regulatory Agreement; (c) the right of the Issuer to be named
additional insured on insurance policies as provided in the Financing Agreement; (d) the right of the
Issuer to receive its fees and expenses; (e) the Issuer’s approval rights; (f) the rights of the Issuer with
respect to inspections; (g) the rights of the Issuer with respect to operating statements and proposed
budgets; (h) the notice, approval, removal and enforcement rights of the Issuer relating to the Manager
and Managing Member; (i) the rights of the Issuer with respect to publicity and signage; (j) the
notification and enforcement rights of the Issuer in the Financing Agreement; (k) the rights of the Issuer
with respect to limited liability; (1) all rights of the Issuer to notice and approval of rights relating to
requisitions and change orders; (m) all rights of the Issuer to optional redemption, and purchase in lieu of
redemption; (n) all rights of the Issuer to enforce the covenants and agreements and to take action for the
breach of any representation or warranty of the Borrower pertaining in any manner or way, directly or
indirectly, to the requirements of the Act or any requirements imposed by the Issuer with respect to the
Project, or necessary to assure that interest on the Bonds is excluded from gross income for federal
income tax purposes, as are set forth in any of the Bond Financing Documents, including any certificate
or agreement executed by the Borrower; (o) all rights of the Issuer in connection with any amendment to
or modification of any of the Indenture, the Financing Agreement, or the Tax Regulatory Agreement
insofar as any such amendment or modification would affect the Unassigned Rights of the Issuer; (p) all
approval rights of the Issuer relating to rent increases as provided in the Tax Regulatory Agreement; (q)
all rights under the Guaranty; and (r) all enforcement rights with respect to the foregoing. All of the
foregoing rights of the Issuer under the Indenture Supplement, the Tax Regulatory Agreement, the
Financing Agreement, and the Guaranty are reserved to the Issuer, as none of these rights under the
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Indenture Supplement, the Tax Regulatory Agreement, or the Financing Agreement, are being assigned
by the Issuer to the Trustee.

“Unit Reserve Amount” means an amount to be deposited by the Borrower pursuant to the
Financing Agreement solely from Surplus Cash, or from amounts received pursuant to the Guaranty, to
the Replacement Reserve Fund based on $300 times the number of rentable apartment units in the Project,
shall, with the consent of the United States Department of Housing and Urban Development, be paid in
semi-annual installments of $19,350, on each January 1 and July 1 (commencing January 1, 2011) into
the Replacement Reserve Fund established pursuant to the Indenture, provided, that such Unit Reserve
Amount shall be offset by the amount of any Monthly Deposit or Revised Monthly Deposit (as such terms
are defined in the Replacement Reserve Agreement) required by the Credit Facility Provider pursuant to
the Replacement Reserve Agreement; and provided, further that even in the event the Revised Monthly
Deposit exceeds the Monthly Deposit, the terms as set forth with respect to the Replacement Reserve
Fund shall always remain applicable.

“Wrongful Dishonor” means the failure of the Credit Facility Provider to honor a draw made in

accordance with the terms of the Credit Facility (which draw strictly complies with, and conforms to, the
terms and conditions of the Credit Facility).
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APPENDIX B
SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE

The following is a brief summary of certain provisions of the Indenture. This summary does not
purport to be complete or definitive and is qualified in its entirety by reference to the Indenture, copies of
which are on file with the Trustee.

Establishment of Funds

In addition to the Bond Mortgage Loan Fund (and within the Bond Mortgage Loan Fund, a Loan
Account and a Borrower Equity Account), the Trustee shall establish, maintain and hold in trust the
following funds and accounts, each of which is established pursuant to the Indenture and each of which
shall be disbursed and applied only as therein authorized:

(a) Revenue Fund, and within the Revenue Fund, a General Account and a Credit
Facility Account;

(b) Bond Fund, and within the Bond Fund, a Purchased Bonds Account;

(©) Redemption Fund;

(d) Administration Fund,

(e) Cost of Issuance Fund;

® Debt Service Reserve Fund;

(2) Operating Reserve Fund,

(h) Replacement Reserve Fund;

(1) Rebate Fund; and

) Credit Facility Reimbursement Fund, and within the Credit Facility
Reimbursement Fund a Credit Facility Principal Reimbursement Account, a Credit Facility
Interest Reimbursement Account and a Credit Facility Fee Reimbursement Account.

Bond Mortgage Loan Fund

(a) Deposit. The Trustee shall deposit the proceeds of the sale of the Bonds as provided in
the Indenture Supplement. The Trustee shall deposit the Borrower Equity Deposit into the Borrower
Equity Account of the Bond Mortgage Loan Fund, as well as any additional amounts delivered from time
to time to the Trustee and directed by the Borrower or Servicer to be deposited therein (excluding any
proceeds of the Bonds), as provided in the Indenture Supplement.

(b) Disbursements. Amounts on deposit in the Bond Mortgage Loan Fund shall be disbursed
from time to time by the Trustee for the purpose of paying Costs of the Project. In addition, amounts in
the Bond Mortgage Loan Fund shall be transferred to the Redemption Fund, the Rebate Fund and the
Borrower at the times and in the manner provided in Section 4.02(e).



(©) Transfers and Requisitions. The Trustee shall make disbursements from the respective
accounts of the Bond Mortgage Loan Fund for purposes described in the Indenture Supplement only upon
the receipt of Requisitions signed by an Authorized Officer of the Borrower and countersigned by an
Authorized Officer of the Servicer and the Issuer as provided in the Indenture Supplement.

Notwithstanding anything to the contrary contained in the Indenture Supplement, no signature of
an Authorized Officer of the Borrower shall be required during any period in which a default has occurred
and is then continuing under the Bond Mortgage Loan or any Reimbursement Security Document (notice
of which default has been given in writing by the Credit Facility Provider or the Servicer to the Trustee
and the Issuer, and the Trustee shall be entitled to conclusively rely on any such written notice as to the
occurrence and continuation of such a default).

(d) Upon final disbursement of all amounts on deposit in the Bond Mortgage Loan Fund,
including all interest accrued therein, the Trustee shall close the Bond Mortgage Loan Fund.

(e) Immediately prior to any mandatory redemption of Bonds pursuant to the Indenture
Supplement, any amounts then remaining in the Bond Mortgage Loan Fund shall, at the written direction
of the Credit Facility Provider, be transferred to the Redemption Fund to be applied to reimburse the
Credit Facility Provider for the related redemption of Bonds pursuant to the Indenture Supplement. In
addition, any amount remaining in the Project Account of the Bond Mortgage Loan Fund following
completion of the rehabilitation of the Project, shall be transferred to the Redemption Fund and used to
reimburse the Credit Facility Provider for the related redemption of Bonds in accordance with the
Indenture Supplement, unless the Trustee receives an opinion of Bond Counsel (which shall also be
addressed to the Credit Facility Provider) to the effect that an alternate use of such moneys will not
adversely affect the tax exempt status of the Bonds; provided that any amounts in the Project Account of
the Bond Mortgage Loan Fund and in the Credit Facility Interest Reimbursement Account of the Credit
Facility Reimbursement Fund in excess of the amount needed to reimburse the Credit Facility Provider
for the related redemption of the Bonds shall be transferred to the Rebate Fund. In the event there are
funds remaining in the Borrower Equity Account following completion of the rehabilitation of the
Project, and provided no default by the Borrower exists under the Indenture Supplement or any Bond
Mortgage Loan Document, such funds shall be paid by the Trustee to the Borrower at the written
direction of the Credit Facility Provider.

® Amounts on deposit in the Bond Mortgage Loan Fund shall be invested as provided in
the Indenture Supplement. All Investment Income earned on amounts on deposit in the Bond Mortgage
Loan Fund shall be retained in and credited to and become a part of the amounts on deposit in the Bond
Mortgage Loan Fund, and shall constitute part of any transfers required by the Indenture Supplement.

Application of Revenues

All Revenues shall be deposited by the Trustee, promptly upon receipt thereof, to the General
Account of the Revenue Fund, except (i) the proceeds of the Bonds received by the Trustee on the
Release Date, which will be applied in accordance with the provisions of the Indenture, (ii) amounts paid
pursuant to the Credit Facility, which shall be deposited in the Credit Facility Account, (iii) the Bond Fee
Component received from the Servicer or the Borrower, which shall be deposited to the Administration
Fund, (iv) as otherwise specifically provided in the Indenture with respect to certain deposits into the
Redemption Fund, (v) as otherwise specifically provided in the Indenture with respect to deficiencies in
the Administration Fund, (vi) with respect to investment earnings to the extent required under the terms of
the Indenture to be retained in the funds and accounts to which they are attributable, and (vii) with respect
to amounts required to be transferred between funds and accounts as provided in the Indenture.
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On each Interest Payment Date or any other date on which payment of principal of or interest on
the Bonds becomes due and payable, the Trustee, out of money in the Credit Facility Account and the
General Account of the Revenue Fund, is to credit the following amounts to the following funds, but in
the order and within the limitations indicated in the Indenture with respect thereto, as follows:

FIRST: To the Bond Fund from money in the Credit Facility Account of the Revenue
Fund, an amount equal to the principal of and interest due on the Bonds on such date (excluding
principal of or interest on any Purchased Bonds and excluding the principal constituting a
mandatory sinking fund payment on any Bonds on such date); and

SECOND: To the Redemption Fund from money in the Credit Facility Account of the
Revenue Fund, an amount equal to the principal amount due and payable on the Bonds with
respect to mandatory sinking fund redemption (excluding principal of any Purchased Bonds) on
such date; and

THIRD: To the Redemption Fund from money in the Credit Facility Account (i)
amounts paid to the Trustee pursuant to the Credit Facility to be applied to the mandatory
redemption of all or a portion of the Bonds pursuant to the Indenture (other than a mandatory
sinking fund redemption) and (ii) amounts paid to the Trustee pursuant to the Credit Facility to be
applied to the optional redemption of all or a portion of the Bonds pursuant to the Indenture; and

FOURTH: To the Purchased Bonds Account in the Bond Fund from moneys in the
General Account, such amount as the Credit Facility Provider shall advise the Trustee is equal to
the interest due on the Purchased Bonds on such date.

Promptly upon receipt, the Trustee is to deposit directly to the Redemption Fund (i) Net Proceeds
representing casualty insurance proceeds or condemnation awards paid as a prepayment of the Bond
Mortgage Loan, such amount to be applied to reimburse the Credit Facility Provider for a draw under the
Credit Facility in such amount to provide for extraordinary mandatory redemption of all or a portion of
the Bonds pursuant to the Indenture; (ii) Eligible Funds (other than draws under the Credit Facility) paid
to the Trustee to be applied to the optional redemption of all or a portion of the Bonds pursuant to the
Indenture; and (iii) Eligible Funds (other than draws under the Credit Facility) paid to the Trustee to be
applied to the payment of any redemption premium in connection with an optional redemption of all or a
portion of the Bonds pursuant to the Indenture.

Should the amount in the Bond Fund be insufficient to pay the amount due on the Bonds on any
given Interest Payment Date or other payment date after the transfers from the Credit Facility Account,
the Trustee is to credit to the Bond Fund the amount of such deficiency by charging the following funds
and accounts in the following order of priority: (1) the General Account of the Revenue Fund; (2) the
Administration Fund; and (3) the Redemption Fund, except no such charge to the Redemption Fund shall
be made from money to be used to effect a redemption for which notice of redemption has been provided
for or from money which are held for payment of Bonds which are no longer Outstanding under the
Indenture.

At the written direction of the Borrower, and with the written consent of the Credit Facility
Provider and the Issuer, interest earnings deposited into the General Account of the Revenue Fund shall
be paid to the Borrower semi-annually on each January 1 and July 1, commencing July 1, 2011, so long
as (i) there is no deficiency in the Administration Fund, the Rebate Fund or any Custodial Account, (ii) no
default exists under the Bond Mortgage Loan and (iii) no event of default exists under any of the Bond
Mortgage Loan Documents.
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Application of Bond Fund

The Trustee is to charge the Bond Fund, on each Interest Payment Date, an amount equal to the
unpaid interest and principal due on the Bonds on such Interest Payment Date, and shall cause the same to
be applied to the payment of such interest and principal when due (excluding principal on any Purchased
Bond). Any money remaining in the Bond Fund on any Interest Payment Date after application as
provided in the preceding sentence may, to the extent there shall exist any deficiency in the Redemption
Fund to redeem Bonds called for mandatory sinking fund redemption on such Interest Payment Date, be
transferred to the Redemption Fund to be applied for such purpose. Any balance remaining in the Bond
Fund on the Business Day immediately succeeding an Interest Payment Date is to be transferred to the
Servicer for payment to the Credit Facility Provider to be applied in accordance with the Reimbursement
Agreement.

Income realized from the investment or deposit of moneys in the Bond Fund is to be deposited by
the Trustee upon receipt thereof in the General Account of the Revenue Fund. No amount shall be
charged against the Bond Fund except as expressly provided in the Indenture.

Application of Redemption Fund

Any moneys credited to the Redemption Fund shall be applied as set forth in the Indenture
Supplement; provided however, that to the extent any money credited to the Redemption Fund from
Eligible Funds (other than draws under the Credit Facility) is in excess of the amount necessary to effect
the redemptions described in the Indenture Supplement it shall be applied make up any deficiency in the
Bond Fund on any Interest Payment Date, to the extent money then available in accordance with the
Indenture in the General Account of the Revenue Fund and the Administration Fund are insufficient to
make up such deficiency, provided that no money to be used to effect a redemption for which a
conditional notice of redemption, the conditions of which have been satisfied, or an unconditional notice
of redemption has been provided or money which is held for payment of Bonds that are no longer
Outstanding under the Indenture, such money is to be so transferred to the Bond Fund.

On or before each Interest Payment Date, the income realized from the investment of money in
the Redemption Fund is to be credited by the Trustee to the General Account of the Revenue Fund. No
amount shall be charged against the Redemption Fund except as expressly provided in the Indenture.

Application of Administration Fund

Amounts in the Administration Fund shall be withdrawn or maintained, as appropriate, by the
Trustee and used:

FIRST: To make up any deficiency in the Bond Fund on any Interest Payment Date, to
the extent moneys then available in the General Account of the Revenue Fund and the Debt
Service Reserve Fund are insufficient to make up such deficiency;

SECOND: To pay to the Trustee when due the Ordinary Trustee’s Fees and Expenses;

THIRD: To pay to the Issuer when due the Issuer Fee and the Special Issuer Fee;

FOURTH: To pay when due the reasonable fees and expenses of a Rebate Analyst when

due in connection with the computations relating to arbitrage rebate required under the Indenture
Supplement and the Financing Agreement, upon receipt of an invoice from the Rebate Analyst;
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FIFTH: To deposit to any Custodial Escrow Account any deficiency in the amount held
therein as certified in writing by the Servicer (or subsequent holder of such an account) to the
Trustee;

SIXTH: To pay to the Trustee any Extraordinary Trustee’s Fees and Expenses due and
payable from time to time, as set forth in an invoice submitted to the Borrower and Freddie Mac;

SEVENTH, to pay to the Issuer any extraordinary expenses it may incur in connection
with the Bonds or the Indenture Supplement from time to time, as set forth in an invoice
submitted to the Trustee and Freddie Mac;

EIGHTH, to pay to the Credit Facility Provider any unpaid portion of the amounts due
under the Reimbursement Agreement, as certified in writing by the Credit Facility Provider to the
Trustee;

NINTH: To pay to the Servicer any unpaid portion of the Ordinary Servicing Fees and
Expense and any Extraordinary Serving Fees and Expenses due and owing from time to time, as
set forth in an invoice submitted to the Trustee and Freddie Mac;

TENTH: To make up any deficiency in the Redemption Fund on any redemption date of
Bonds, to the extent moneys then available in accordance with the Indenture in the Redemption
Fund are insufficient to redeem Bonds called for redemption on such redemption date;

ELEVENTH, to pay to the Dissemination Agent when due the Dissemination Agent’s
Fee;

TWELVETH: To pay to the Rating Agency when due the annual rating maintenance fee,
if any, as set forth in an invoice submitted to the Trustee; and

THIRTEENTH: To transfer any remaining balance after application as aforesaid to the
General Account of the Revenue Fund.

In the event that the amounts on deposit in the Administration Fund are not equal to the amounts
payable from the Administration Fund as provided in the preceding paragraph on any date on which such
amounts are due and payable, the Trustee is to give notice to the Borrower of such deficiency and of the
amount of such deficiency and request payment within two Business Days to the Trustee of the amount of
such deficiency. Upon payment by the Borrower of such deficiency, the amounts for which such
deficiency was requested shall be paid by the Trustee.

On or before each Interest Payment Date, the income realized from the investment of money in
the Administration Fund will be credited by the Trustee to the General Account of the Revenue Fund. No
amount shall be charged against the Administration Fund not needed to pay the foregoing amounts except
as expressly provided in the Indenture.

Debt Service Reserve Fund
(a) The Trustee shall establish and maintain in accordance with the terms of the Indenture
Supplement a separate fund to be known as the “Debt Service Reserve Fund.” On the Release Date, the

Borrower shall deliver or cause to be delivered to the Trustee for deposit to the Debt Service Reserve
Fund $432,798.
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(b) Amounts on deposit in the Debt Service Reserve Fund shall be used solely (i) to
reimburse Freddie Mac for amounts drawn under the Credit Enhancement Agreement to pay principal and
interest on the Bonds upon receipt of a notice by the Trustee from the Servicer or Freddie Mac stating that
such amounts remain unreimbursed by the Borrower pursuant to the Reimbursement Agreement, and (ii)
solely in the event of a Wrongful Dishonor, to pay the principal of and interest on the Bonds to the extent
that the amounts on deposit in the General Account of the Revenue Fund are insufficient to pay such
amounts on any Interest Payment Date, in which event amounts needed to make such debt service
payments shall be applied to such payment.

(©) In the event any funds are drawn from the Debt Service Reserve Fund, then the Borrower
shall deposit funds into the Debt Service Reserve Fund in an amount equal to the amounts drawn to
replenish such Fund within thirty (30) days from the date such amounts are withdrawn.

(d) Amounts on deposit in the Debt Service Reserve Fund shall be invested solely in
Qualified Investments of the type described in subparagraph (g)(B) of the definition of “Qualified
Investments.” Investment Income earned on amounts on deposit in the Debt Service Reserve Fund shall
be retained in the Debt Service Reserve Fund.

(e) The Trustee shall maintain the Debt Service Reserve Fund for so long as the Bonds shall
remain Outstanding.

Operating Reserve Fund

On or prior to the Release Date, the Borrower shall deliver or cause to be delivered, from sources
other than proceeds of the Bonds, for deposit to the Operating Reserve Fund the amount of $474,564 (the
“Initial Operating Reserve Requirement”) and prior to meeting the Stabilization Requirement (defined
below) shall cause the replenishment of the Operating Reserve Fund to the Initial Operating Reserve
Requirement no later than 30 days after any disbursement of funds in accordance with the Indenture
Supplement. The Borrower shall be required to maintain the amount in the Operating Reserve Fund at the
Initial Operating Reserve Requirement until the Project achieves thirty-six (36) consecutive months of
minimum debt service coverage of 1.20 to 1 (the “Stabilization Requirement”) as such is evidenced in
accordance with documentation acceptable to the Issuer and Freddie Mac. After the Project has met the
Stabilization Requirement, the amount required to be maintained in the Operating Reserve Fund shall be
reduced to $312,439 and the Borrower shall only be required to replenish the Operating Reserve Fund to
such amount to the extent of available Surplus Cash; provided, however, that in the event the amount in
the Operating Reserve Fund falls below $215,000 (“Minimum Reserve Requirement”) the Borrower shall
cause the Operating Reserve Fund to be replenished to the Minimum Reserve Requirement no later than
30 days after the related disbursement.

The Trustee shall disburse amounts from the Operating Reserve Fund upon the written requisition
of the Borrower, with the written approval of the Issuer (provided the Issuer’s consent shall no longer be
required for any withdrawal under this heading after the Stabilization Requirement is satisfied), Freddie
Mac (or the Servicer on Freddie Mac’s behalf) and the Investor Member. Amounts disbursed from the
Operating Reserve Fund shall be disbursed for and applied by the Borrower to the payment of operating
deficits for the Project, the reimbursement of Freddie Mac for principal or interest payments made on the
Bonds or the payment of fees or other obligations due under the Bond Financing Documents. The
Borrower agrees to request approval from the Issuer, Freddie Mac and the Investor Member in advance of
disbursements of funds from the Operating Reserve Fund by providing written notice in accordance with
the Indenture Supplement together with appropriate back-up documentation. Notwithstanding the
foregoing, if the Trustee and the Issuer receive notice that an “Event of Default” is existing under the
Reimbursement Agreement and no Wrongful Dishonor is existing under the Indenture Supplement,
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Freddie Mac may, with the Issuer’s prior written consent (which consent shall not be unreasonably
withheld and shall be deemed given if the Issuer fails to respond within 3 Business Days after the receipt
of the afore-mentioned notice), direct withdrawals from the Operating Reserve for any use designated in
writing by Freddie Mac.

Investment Income earned on amounts on deposit in the Operating Reserve Fund shall be retained
in the Operating Reserve Fund.

Investment of Funds

The moneys held by the Trustee shall constitute trust funds for the purposes of the Indenture. Any
moneys attributable to each of the funds and accounts under the Indenture shall be, except as otherwise
expressly provided in the Indenture, invested by the Trustee, at the direction of the Issuer or the Servicer
(upon the request of Borrower), in Qualified Investments which mature on the earlier of (i) six months
from the date of investment and (ii) the date such money is needed; provided, that if the Trustee shall
have entered into any investment agreement requiring investment of moneys in any fund or account under
the Indenture in accordance with such investment agreement and if such investment agreement constitutes
a Qualified Investment, such moneys shall be invested in accordance with such requirements; provided
further, that all funds held in the Credit Facility Reimbursement Fund and the Credit Facility Account of
the Revenue Fund shall be held uninvested or shall be invested only in Government Obligations or in
Qualified Investments of the type described in subparagraph (g) of the definition thereof which, in any
case, shall mature or be subject to tender or redemption at par on or prior to the earlier of: (i) 30 days
from the date of investment or (ii) the date such money is required to be applied pursuant to the
provisions of the Indenture Supplement. Except as otherwise provided in the preceding sentence, in the
absence of written direction from Issuer upon the request of the Borrower, the Trustee shall invest
amounts on deposit in the funds and accounts established under the Indenture in investments of the type
described in subparagraph (g) of the definition of Qualified Investments. Such investments may be made
through the investment or securities department of the Trustee. All such Qualified Investments purchased
with money in any fund or account under the Indenture shall mature, or shall be subject to redemption or
withdrawal without discount or penalty at the option of the Trustee, prior to the next succeeding Interest
Payment Date.

The Trustee may purchase from or sell to itself or an affiliate, as principal or agent, securities
authorized in the Indenture. Any instruction from the Borrower shall be deemed to include a
representation that the investment constitutes a Qualified Investment and is in accordance with the terms
of the Indenture and the Tax Certificate. The Trustee shall be entitled to assume, absent receipt by the
Trustee of written notice to the contrary, that any investment which at the time of purchase in a Qualified
Investment remains a Qualified Investment thereafter.

Qualified Investments representing an investment of moneys attributable to any fund or account
shall be deemed at all times to be a part of said fund or account, and, except as otherwise may be provided
expressly under the Indenture, the interest thereon and any profit arising on the sale thereof shall be
credited to the General Account of the Revenue Fund, and any loss resulting on the sale thereof shall be
charged against the General Account of the Revenue Fund. Such investments shall be sold at the best
price obtainable (at least par) whenever it shall be necessary so to do in order to provide moneys to make
any transfer, withdrawal, payment or disbursement from said fund or account. In the case of any required
transfer of moneys to another such fund or account, such investments may be transferred to that fund or
account in lieu of the required moneys if permitted hereby as an investment of moneys in that fund or
account. The Trustee shall not be liable or responsible for any loss resulting from any investment made in
accordance with this heading.
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The Issuer acknowledges that to the extent that regulations of the Comptroller of the Currency or
other applicable regulatory agency grant the Issuer the right to receive brokerage confirmations of the
security transactions as they occur. To the extent permitted by law, the Issuer specifically waives
compliance with 12 C.F.R. 12 and notifies the Trustee under the Indenture, that no brokerage
confirmations need be sent relating to the security transactions as they occur.

In computing for any purpose under the Indenture the amount in any fund or account on any date,
obligations so purchased shall be valued at Fair Market Value.

Cost of Issuance Fund

The Trustee shall use moneys on deposit to the credit of the Cost of Issuance Fund to pay the
costs of issuance on the Release Date or as soon as practicable thereafter in accordance with written
instructions to be given to the Trustee by the Borrower, as set forth in the closing memorandum prepared
by or on behalf of the Borrower (and accepted and agreed to by the Issuer) on the Release Date or by
Requisition, upon delivery to the Trustee of appropriate invoices for such expenses. Amounts in the
Costs of Issuance Fund funded with proceeds of the Bonds, if any, shall be expended prior to the
application of the Costs of Issuance Deposit. Investment earnings on amounts in the Cost of Issuance
Fund shall be retained in such fund. Amounts remaining on deposit in the Cost of Issuance Fund 6
months after the Release Date shall be transferred to the Borrower to the extent such funds are not Bond
Proceeds. Upon such final disbursement, the Trustee shall close the Cost of Issuance Fund.

Replacement Reserve Fund

On the Release Date, the Borrower shall deliver or cause to be delivered for deposit to the
Replacement Reserve Fund the amount of $258,000. In addition, beginning on August 1, 2011, the Unit
Reserve Amount shall be deposited on each January 1 and July 1 in the Replacement Reserve Fund solely
from Surplus Cash, if any, or amounts received pursuant to the Guaranty. Notwithstanding any other
provision, the Financing Agreement or any other Bond Mortgage Loan Document, failure by the
Borrower to make a deposit of the Unit Reserve Amount into the Replacement Reserve Fund shall not
constitute an Event of Default under the Indenture or under the Financing Agreement or any other Bond
Mortgage Loan Document. Moneys in the Replacement Reserve Fund shall be disbursed by the Trustee
only upon receipt of a requisition executed by the Authorized Representative of the Borrower and
approved in writing by the Issuer which approval shall not be unreasonably withheld, conditioned or
delayed for application to repairs of or replacements in part of the Project, except that upon the
occurrence and continuation of an Event of Default under the Indenture and a cancellation of the Bonds,
all moneys and investments in the Replacement Reserve Fund (other than moneys held to pay costs
required to be paid but not yet payable) shall be transferred to the Revenue Fund and applied to the
payment of the Bonds (or reimbursement of the Credit Facility Provider for early payment). Upon the
payment in full of the Bonds and the fees and expenses of the Issuer and the Trustee and upon payment of
amounts payable to the United States pursuant to the Rebate Fund, any amounts remaining in the
Replacement Reserve Fund shall be paid to the Borrower, with the prior written approval of the Issuer
which approval shall not be unreasonably withheld, conditioned or delayed, as soon as practicable upon
the Borrower’s written request therefor.

Rebate Fund; Compliance with Tax Certificate
The Rebate Fund shall be established by the Trustee and held and applied as provided under this
heading. On any date on which any amounts are required by applicable federal tax law to be rebated to

the federal government, amounts shall be deposited into the Rebate Fund by the Borrower for such
purpose. All money at any time deposited in the Rebate Fund shall be held by the Trustee in trust, to the
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extent required to satisfy the Rebate Requirement (as defined in the Tax Certificate) and as calculated by
the Rebate Analyst, for payment to the United States Government, and neither the Issuer, the Borrower,
the Credit Facility Provider nor the Bondholders shall have any rights in or claim to such moneys. All
amounts deposited into or on deposit in the Rebate Fund shall be governed by the Indenture and by the
Tax Certificate. The Trustee shall conclusively be deemed to have complied with such provisions if it
follows the written instructions of the Issuer, Bond Counsel or the Rebate Analyst, including supplying all
necessary information in the manner set forth in the Tax Certificate, and shall not be required to take any
actions under the Tax Certificate in the absence of written instructions from the Issuer, Bond Counsel or
the Rebate Analyst.

Any funds remaining in the Rebate Fund after redemption and payment of all of the Bonds and
payment and satisfaction of any Rebate Requirement, or provision made therefor satisfactory to the
Trustee, shall be withdrawn and remitted to the Borrower.

Amounts Remaining in Funds

After full payment of the Bonds (or provision for payment thereof having been made in
accordance with the Indenture) and full payment of the fees, charges and expenses of the Issuer and the
Trustee and other amounts required to be paid under the Indenture or under any Bond Mortgage Loan
Document, including, but not limited to, the Credit Facility and the Reimbursement Agreement, any
amounts remaining in any fund or account under the Indenture other than the Rebate Fund shall be paid to
the Borrower; provided, however, that if a default shall have occurred and remain uncured under any
Bond Mortgage Loan Document of which the Trustee shall have received written notice from the Credit
Facility Provider or the Servicer, then any such amounts remaining in any fund or account under the
Indenture shall be paid to the Credit Facility Provider in accordance with the Reimbursement Agreement.

Payments Under Bond Mortgage Loan

The Trustee and the Issuer have expressly acknowledged that references in the Indenture to
payments or prepayments of the Bond Mortgage Loan shall, for all purposes of the Indenture, refer solely
to such portion of such payments or prepayments actually paid by the Credit Facility Provider to the
Trustee as Guaranteed Payments pursuant to the Credit Facility for which the Borrower has
correspondingly reimbursed the Credit Facility Provider in an amount equal to the Guaranteed Payments.
Without in any way limiting the foregoing, the Trustee and the Issuer have acknowledged that, pursuant
to the Guide, the Servicer will pay the Freddie Mac Credit Enhancement Fee, the Freddie Mac
Reimbursement Amount and the Ordinary Servicing Fees and Expenses from payments under the Bond
Mortgage Loan made by the Borrower prior to remitting the balance of such payments or prepayments to
the Trustee for application as provided in the Indenture.

Drawings Under the Credit Facility

The Credit Facility is to be held by the Trustee and drawn upon in accordance with its terms and
the provisions of the Indenture. Money derived from draws upon the Credit Facility is to be deposited in
the Credit Facility Account of the Revenue Fund and applied by the Trustee to pay the principal of and
interest on the Bonds, and, in the event of a purchase of the Bonds in lieu of redemption pursuant to the
Indenture, to pay, to the extent provided in the Credit Facility, the Purchase Price of the Bonds in
accordance with the Indenture.

The Trustee shall draw money under the Credit Facility in accordance with the terms thereof

when needed and in amounts sufficient to make timely payments of the principal of and interest, but not
premium, on the Bonds when due and payable (i.e., on any Interest Payment Date, any Settlement Date,
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any redemption date or the Maturity Date). The Trustee shall not, however, be permitted to draw on the
Credit Facility to pay principal of and interest on Purchased Bonds.

Should the Credit Facility Provider become the owner of the Project by foreclosure or otherwise,
the Trustee is nevertheless to continue to make payments on the Bonds only from draws on the Credit
Facility or from other Eligible Funds.

The Trustee shall send to the Borrower via facsimile a copy of any documents which are
presented to the Credit Facility Provider in connection with a drawing on the Credit Facility concurrently
with its submission of those documents to the Credit Facility Provider, if requested to do so by the
Borrower

The Trustee shall also draw moneys under the Credit Enhancement Agreement in accordance
with its terms to cover any deficiency in payment of the Issuer Fee (such draws, if any acknowledged to
be on a standby basis, not on a direct-pay basis). Notwithstanding the foregoing or any other provisions
in the Indenture Supplement to the contrary, the Trustee shall not draw money under the Credit
Enhancement Agreement for any amount due to the Issuer as discussed under subparagraph (iii) under the
heading “THE BONDS — Optional Redemption” above, such amounts being payable solely by the
Borrower.

Special Issuer Fee

On the Conversion Date, after depositing into the Bond Fund sufficient amounts to pay the
interest on the Bonds, the Trustee shall transfer any amounts remaining in the Credit Facility Account of
the Revenue Fund to the Administration Fund in full payment of the Special Issuer Fee.

The Trustee in drawing on the Credit Facility to pay interest on the Bonds accruing to the
Conversion Date, has acknowledged that the Bond Mortgage Loan has borne interest at the Permanent
Rate from the Release Date to, but not including, the Conversion Date, and that the Credit Facility shall
be drawn in accordance with its terms on such date as if the Bonds also accrued interest from the Release
Date to the Conversion Date at the Permanent Rate.

Credit Facility Reimbursement Fund

The Trustee shall deposit into the Credit Facility Interest Reimbursement Account of the Credit
Facility Reimbursement Fund, promptly upon receipt thereof, all amounts received from the Servicer,
including but not limited to scheduled monthly interest collections pursuant to the Reimbursement
Agreement, designated for deposit into such account. Amounts on deposit in the Credit Facility Interest
Reimbursement Account shall be applied by the Trustee to reimburse the Credit Facility Provider for
amounts drawn under the Credit Facility to pay interest on the Bonds. Additionally, the Trustee shall on
the Release Date deposit the initial amount set forth in the Indenture Supplement to the Credit Facility
Interest Reimbursement Account. On each Interest Payment Date, the Trustee, without the need for any
further direction, shall pay to the Credit Facility Provider by no later than 2:30 p.m., Washington D.C.
time, from and to the extent of amounts on deposit in the Credit Facility Interest Reimbursement Account,
an amount up to the amount drawn by the Trustee under the Credit Facility to pay interest on the Bonds
on such date.

The Trustee shall deposit into the Credit Facility Principal Reimbursement Account of the Credit
Facility Reimbursement Fund, promptly upon receipt thereof, all amounts received from the Servicer
designated for deposit into such account, including but not limited to scheduled monthly principal
deposits pursuant to the Reimbursement Agreement. Amounts on deposit in the Credit Facility Principal
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Reimbursement Account shall be applied by the Trustee to reimburse the Credit Facility Provider for
amounts drawn under the Credit Facility to pay principal on the Bonds. On each maturity date for the
Bonds and each date the Bonds are subject to optional or mandatory redemption, the Trustee, without the
need for any further direction, shall pay to the Credit Facility Provider by no later than 2:30 p.m.,
Washington D.C. time, from and to the extent of amounts on deposit in the Credit Facility Principal
Reimbursement Account, an amount up to the principal amount drawn by the Trustee under the Credit
Facility to pay or redeem Bonds in Authorized Denominations on such date.

The Trustee shall on the Release Date deposit into the Credit Facility Fee Reimbursement
Account of the Credit Facility Reimbursement Fund the initial deposits set forth in the Indenture
Supplement. The Trustee shall remit to the Servicer, without the need for further direction, not less than
three (3) Business Days prior to the first day of each calendar month beginning with the second (2nd)
calendar month following the Release Date an amount equal to the Freddie Mac Credit Facility Fee and
the Servicing Fee (as such terms are defined in the Reimbursement Agreement) then due under the
Reimbursement Agreement (or such other amount as invoiced by the Servicer or Freddie Mac).
Following the final disbursement from the Credit Facility Fee Reimbursement Account the Trustee shall
close such account and shall provide notice of such final disbursement to the Servicer.

In the event that the amounts on deposit in the respective accounts in the Credit Facility
Reimbursement Fund are insufficient to reimburse the Credit Facility Provider (as provided in the
Indenture Supplement) the full amount to be drawn under the Credit Facility to pay interest or principal
on the Bonds, as applicable, the Trustee shall promptly give notice to the Credit Facility Provider, the
Servicer and the Borrower of such deficiency and of the amount of such deficiency.

All Investment Income on amounts on deposit in the Credit Facility Reimbursement Fund shall be
retained in and credited to and become a part of the amounts on deposit in the respective accounts in such
fund. Provided that (as confirmed by the Trustee with the Servicer or the Credit Facility Provider) (i)
there is no deficiency in the Credit Facility Reimbursement Fund, the Administration Fund, the Debt
Service Reserve Fund, the Operating Reserve Fund, the Rebate Fund, or any collateral account required
under the Reimbursement Security Documents, (ii) no default exists under the Bond Mortgage Loan, (iii)
no Event of Default exists under the Indenture Supplement or under any of the other Borrower
Documents (as defined in the Reimbursement Agreement), and (iv) Credit Facility Provider has been
fully reimbursed for amounts drawn on the Credit Facility, the Trustee, without the need for any further
direction, shall pay such Investment Income to the Borrower on the Interest Payment Date next
succeeding receipt thereof (after making all payments specified under this heading).

At the written direction of the Credit Facility Provider, the amounts on deposit in the Credit
Facility Reimbursement Fund shall be used by the Trustee to pay any amounts required to be paid by the
Borrower under any Bond Mortgage Loan Document, to pay any amounts owed to the Credit Facility
Provider in connection with any loan purchased by the Credit Facility Provider and secured by the
Project, or to pay any other amount agreed to in writing by the Borrower and the Credit Facility Provider;
provided that the amounts on deposit in the Credit Facility Reimbursement Fund shall, upon the
occurrence of an event of default under any Bond Mortgage Loan Document, be used in any manner and
for any purpose specified by the Credit Facility Provider.

At the written request of the Borrower, the Credit Facility Provider, in its sole and absolute
discretion, may (i) consent to the release of all or a portion of the amounts on deposit in the Credit
Facility Reimbursement Fund to the Borrower (in which case the Trustee shall release such amounts to
the Borrower, provided that if, in the judgment of the Rebate Analyst, the amount on deposit in the
Rebate Fund at such time is less than the amount required under the Indenture Supplement to be rebated
to the United States Department of the Treasury, then prior to any such release to the Borrower, any



amounts on deposit in the Credit Facility Reimbursement Fund (up to the amount of such deficiency)
shall be transferred to the Rebate Fund) and/or (ii) reduce or no longer require deposits to the Credit
Facility Reimbursement Fund.

Any amounts remaining in the Credit Facility Reimbursement Fund after payment in full of the
principal of and interest on the Bonds and reimbursement of the Credit Facility Provider for all amounts
drawn under the Credit Facility shall be applied as provided in the Indenture Supplement.

Events of Default

Each of the following constitutes an Event of Default with respect to the Bonds under the
Indenture:

(a) failure to pay the principal of, premium, if any, or interest on any Bond (other
than Purchased Bonds) when due, whether on an Interest Payment Date, at the stated maturity
thereof, by proceedings for redemption thereof, by acceleration or otherwise; or

(b) failure by the Credit Facility Provider to make when due a required payment
under the Credit Facility; or

(©) failure to observe or perform any of the covenants, agreements or conditions on
the part of the Issuer in the Indenture or in the Bonds and the continuance thereof for a period of
30 days (or such longer period, if any, as is specified in the Indenture for particular defaults) after
written notice thereof (which notice shall be effective only with the written consent of the Credit
Facility Provider if no Event of Default has occurred and is then continuing under the Indenture)
to the Issuer from the Trustee or the Holders of more than 51% of the aggregate principal amount
of the Bonds then Outstanding at such time specifying such default and requiring the same to be
remedied; provided that if such default cannot be cured within such thirty (30) day period through
the exercise of diligence and the Issuer commences the required cure within such thirty (30) day
period and continues the cure with diligence and the Issuer reasonably anticipates that the default
could be cured within sixty (60) days, the Issuer shall have sixty (60) days following receipt of
such notice to effect the cure.

The Trustee and the Issuer have agreed that, notwithstanding the provisions in the Indenture, no
default under the terms of the Indenture will be construed as resulting in a default under the Bond
Mortgage Note, the Bond Mortgage or any other Bond Mortgage Loan Document, unless such event also
constitutes an Event of Default under the Indenture.

The Trustee will immediately notify the Issuer, the Servicer and the Credit Facility Provider after
a Responsible Officer obtains actual knowledge of the occurrence of an Event of Default or obtains actual
knowledge of the occurrence of an event which would become an Event of Default with the passage of
time or the giving of notice or both.

Acceleration; Remedies

Upon the occurrence of an Event of Default described in paragraph (c) above, the Trustee shall,
upon the written request of the Holders of more than 51% of the aggregate principal amount of the Bonds
then Outstanding and receipt of indemnity satisfactory to it, by notice in writing delivered to the Issuer,
declare the principal of all Bonds then Outstanding and the interest accrued thereon immediately due and
payable, and interest shall continue to accrue thereon until such amounts are paid.
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Upon the occurrence of an Event of Default (other than an Event of Default under paragraph (b)
above), the Trustee shall, but only upon receipt from the Credit Facility Provider of a notice directing
such acceleration (which notice may be given in the sole discretion of the Credit Facility Provider), by
notice in writing delivered to the Issuer, declare the principal of all Bonds then Outstanding and the
interest accrued thereon immediately due and payable and, upon the Credit Facility Provider having
honored a properly presented and conforming draw under the Credit Facility to pay such amounts, interest
on the Bonds shall cease to accrue, anything contained in this Indenture Supplement or in the Bonds to
the contrary notwithstanding.

The payment on the Bonds resulting from a declaration of acceleration on the Bonds as the result
of an Event of Default occurring under paragraphs (a) or (c¢) above shall be made from the Credit Facility.

If at any time after the Bonds shall have been so declared due and payable, and before any
judgment or decree for the payment of the money due shall have been obtained or entered, the Issuer, the
Borrower or the Credit Facility Provider, as applicable, shall pay to or deposit with the Trustee a sum
sufficient to pay all principal of the Bonds then due (other than solely by reason of such declaration) and
all unpaid installments of interest (if any) upon all the Bonds then due, with interest at the rate borne by
the Bonds on such overdue principal and (to the extent legally enforceable) on such overdue installments
of interest, and the reasonable fees and expenses of the Trustee (including its counsel) shall have been
made good or cured or adequate provision shall have been made therefor, and all outstanding amounts
then due and unpaid under the Reimbursement Agreement (including, without limitation, with respect to
the Credit Facility Provider all outstanding amounts owed to the Credit Facility Provider and all fees
owed to the Credit Facility Provider) (collectively, the “Cure Amount”)) shall have been paid in full and
all other defaults under the Indenture shall have been made good or cured or waived in writing by the
Credit Facility Provider (or, if an Event of Default described in paragraph (b) above has occurred and is
then continuing, by the Holders of more than 51% of the aggregate principal amount of the Bonds then
Outstanding), then and in every case, the Trustee on behalf of the Holders of all the Outstanding Bonds
shall rescind and annul such declaration and its consequences; but no such rescission and annulment shall
extend to or shall affect any subsequent default, nor shall it impair or exhaust any right or power
consequent thereon. Notwithstanding the foregoing provisions of this paragraph, in the event the Cure
Amount is derived in whole or in part from a draw on the Credit Facility, any such rescission or
annulment of such declaration of acceleration shall not occur without the written consent of the Credit
Facility Provider.

Upon the occurrence and during the continuance of an Event of Default, the Trustee in its own
name and as trustee of an express trust, on behalf and for the benefit and protection of the Holders of all
Bonds with respect to which such an Event of Default has occurred and of the Credit Facility Provider, as
long as no default has occurred and is continuing under paragraph (b) above, may also proceed to protect
and enforce any rights of the Trustee and, to the full extent that the Holders of such Bonds themselves
might do, the rights of such Bondholders under the laws of the District or under the Indenture by such of
the following remedies as the Trustee deems most effectual to protect and enforce such rights; provided
that, so long as no Event of Default has occurred and is then continuing under paragraph (b) above, the
Trustee may undertake any such remedy only upon the receipt of the prior written consent of the Credit
Facility Provider (which consent may be given in the sole discretion of the Credit Facility Provider):

(a) by mandamus or other suit, action or proceeding at law or in equity, to enforce
the payment of the principal of, premium, if any, or interest on the Bonds then Outstanding, and
to require the Issuer or the Credit Facility Provider to carry out any covenants or agreements with
or for the benefit of the Bondholders and to perform its duties under the Act, the Bond
Resolution, the Financing Agreement, the Tax Regulatory Agreement or the Credit Facility (as
applicable) to the extent permitted under the applicable provisions thereof;
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(b) by pursuing any available remedies under the Financing Agreement, the Tax
Regulatory Agreement, the Credit Facility or any other Bond Financing Document;

(©) by realizing or causing to be realized through sale or otherwise upon the security
pledged under the Indenture; and

(d) by action or suit in equity enjoin any acts or things that may be unlawful or in
violation of the rights of the Holders of the Bonds and execute any other papers and documents
and do and perform any and all such acts and things as may be necessary or advisable in the
opinion of the Trustee in order to have the respective claims of the Bondholders against the Issuer
allowed in any bankruptcy or other proceeding.

No remedy by the terms of the Indenture conferred upon or reserved to the Trustee or to the
Bondholders is intended to be exclusive of any other remedy, but each and every such remedy is to be
cumulative and in addition to any other remedy given to the Trustee, the Credit Facility Provider or the
Bondholders under the Indenture, the Financing Agreement, the Tax Regulatory Agreement, the Credit
Facility, the Reimbursement Agreement or any other Bond Financing Document, as applicable, existing at
law or in equity or by statute. No delay or omission to exercise any right or power accruing upon any
Event of Default is to impair any such right or power or be construed to be a waiver of any such Event of
Default or acquiescence therein, and every such right and power may be exercised from time to time and
as often as may be deemed expedient. No waiver of any Event of Default under the Indenture, whether
by the Trustee, the Credit Facility Provider or the Bondholders, is to extend to or shall affect any
subsequent default or event of default or impair any rights or remedies consequent thereto. In all events,
the rights of the Trustee to exercise remedies upon the occurrence of an Event of Default will be subject
to the provisions of the Intercreditor Agreement.

Rights of Bondholders

If an Event of Default under paragraph (b) under the heading “Events of Default; Acceleration;
Remedies” has occurred and is then continuing, and if requested in writing so to do by the Holders of
more than 51% of the aggregate principal amount of the Bonds then Outstanding with respect to which
there is a default, and if indemnified to its satisfaction, the Trustee will be obliged to exercise one or more
of the rights and powers conferred by the Indenture as the Trustee, being advised by counsel or a
committee of Responsible Officers, deems to be in the best interest of the affected Bondholders. If an
Event of Default under paragraph (b) under the heading “Events of Default; Acceleration; Remedies” has
occurred and is then continuing, the Holders of more than 51% of the aggregate principal amount of the
Bonds then Outstanding with respect to which an Event of Default has occurred have the right at any
time, subject to the provisions of the Indenture, by an instrument in writing executed and delivered to the
Trustee, to direct the time, method and place of conducting all proceedings to be taken in connection with
the enforcement of the terms and conditions of the Indenture, or for the appointment of a receiver or any
other proceedings thereunder, in accordance with the provisions of law and of the Indenture.

Application of Moneys After Default

All moneys (other than amounts drawn from the Credit Facility under the Indenture) collected by
the Trustee at any time pursuant to the Indenture provisions relating to defaults and remedies shall, except
to the extent, if any, otherwise directed by a court of competent jurisdiction, be credited by the Trustee to
the General Account of the Revenue Fund. Such moneys so credited to the General Account of the
Revenue Fund and all other moneys from time to time credited to the General Account of the Revenue
Fund shall at all times be held, transferred, withdrawn and applied as prescribed by the provisions of the
Indenture.
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In the event that at any time the moneys credited to the Revenue Fund, the Bond Fund, the
Redemption Fund, the Administration Fund available for the payment of interest or principal then due
with respect to the Bonds shall be insufficient for such payment, such moneys (other than moneys held
for the payment or redemption of particular Bonds and amounts drawn from the Credit Facility as
provided in the Indenture) shall be applied as follows and in the following order of priority:

(a) For payment of all amounts due to the Trustee incurred in performance of its
duties under the Indenture, including, without limitation, the payment of all reasonable fees and
expenses of the Trustee incurred in exercising any remedies under the Indenture.

(b) So long as no Event of Default described in paragraph (b) under the heading
“Events of Default; Acceleration; Remedies” above has occurred and is then continuing, for the
payment to the Credit Facility Provider of all amounts then due and unpaid under the
Reimbursement Agreement (including, with respect to Credit Facility Provider all Credit Facility
Provider Credit Enhancement Fees and Credit Facility Provider Reimbursement Amounts).

(©) Unless the principal of all 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 in the order of the maturity of such installments, and, if the amount
available is not 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

SECOND, to the payment to the Persons entitled thereto of the unpaid principal
of and premium, if any (which payment of premium shall not be restricted to Eligible
Funds), on any Bonds which shall have become due, whether at maturity or by call for
redemption, in the order in which they became due and payable, and, if the amount
available is not sufficient to pay in full all the principal of and premium, if any, on the
Bonds so due on any date, then to the payment of principal ratably, according to the
amounts due on such date, to the Persons entitled thereto, without any discrimination or
preference, and then to the payment of any premium due on the Bonds, ratably, according
to the amounts due on such date, to the Persons entitled thereto, without any
discrimination or preference.

(d) If the principal of all of the Bonds shall have become or have been declared due
and payable, to the payment of the principal of, premium, if any (which payment of premium
shall not be restricted to Eligible Funds), and interest then due and unpaid upon the Bonds
without preference or priority of principal over interest or of interest over principal, or of any
installment of interest over any other installment of interest, or of any Bond over any other Bond,
ratably, according to the amounts due, respectively, for principal, premium and interest, to the
Persons entitled thereto without any discrimination or preference except as to any differences in
the respective rates of interest specified in the Bonds.

(e) If an Event of Default described in paragraph (b) under the heading “Events of
Default; Acceleration; Remedies” above has occurred and is then continuing, for the payment to
the Credit Facility Provider of all amounts then due and unpaid under the Reimbursement
Agreement to the date of such Event of Default.

B-15



Rights of the Credit Facility Provider

So long as no Event of Default has occurred and is then continuing as described under paragraph
(b) under the heading “Events of Default; Acceleration; Remedies” above and if an Event of Default as
described under paragraph (a) or (¢) under such caption has occurred upon receipt of the written direction
of the Credit Facility Provider (which direction may be given in the sole discretion of the Credit Facility
Provider), the Trustee shall be obligated to exercise any right or power conferred by the Indenture in the
manner set forth in such written direction of the Credit Facility Provider. If such written direction
expressly states that the Trustee may exercise one or more of the rights and powers conferred in the
Indenture as the Trustee shall deem to be in the interest of the Bondholders and the Credit Facility
Provider, the Trustee, being advised by counsel or a committee of Responsible Officers, exercises one or
more of such rights and powers as the Trustee, being advised by counsel, deems to be in the best interests
of the Bondholders and the Credit Facility Provider; provided, however, that in any event, so long as no
Event of Default has occurred and is then continuing under paragraph (b) under the heading “Events of
Default; Acceleration; Remedies” above, the Trustee may not undertake any action to realize, through
sale or otherwise, upon the Bond Mortgage Loan without the express written direction of the Credit
Facility Provider. So long as no Event of Default has occurred and is then continuing under paragraph (b)
under the heading “Events of Default; Acceleration; Remedies” above, in the case of an Event of Default
under (a) or (c) above, the Credit Facility Provider has the right, by an instrument in writing executed and
delivered to the Trustee, to direct the time, method and place of conducting all proceedings to be taken in
connection with the enforcement of the terms and conditions of the Indenture Supplement, or for the
appointment of a receiver or any other proceedings thereunder, in accordance with the provisions of law
and of the Indenture Supplement.

Supplemental Indentures Not Requiring Consent of Bondholders

The Issuer and the Trustee may from time to time and at any time, without the consent of, or
notice to, any of the Bondholders, but with the prior written consent of the Credit Facility Provider, enter
into an indenture or indentures supplemental to the Indenture for any one or more of the following
purposes:

(a) to cure any formal defect, omission, inconsistency or ambiguity in the Indenture
in a manner not materially adverse to the Holder of any Bond to be Outstanding after the effective
date of the change;

(b) to grant to or confer upon the Trustee for the benefit of the Holders of the Bonds
any additional rights, remedies, powers or authority that may lawfully be granted or conferred and
that are not contrary to or inconsistent with the Indenture Supplement or the rights of the Trustee
hereunder as theretofore in effect;

(©) to subject to the lien and pledge of the Indenture additional revenues, properties
or collateral;

(d) to modify, amend or supplement the Indenture or any indenture supplemental
thereto in such manner as to permit the qualification thereof under the Trust Indenture Act of
1939, as amended, or any similar federal statute in effect or to permit the qualification of the
Bonds for sale under any state blue sky laws;

(e) to make such additions, deletions or modifications as may be, in the opinion of
Bond Counsel delivered to the Issuer, the Trustee and the Credit Facility Provider, necessary to
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maintain the exclusion from gross income for federal income tax purposes of interest on the
Bonds;

63} to modify, amend or supplement the Indenture Supplement as required by the
Rating Agency to obtain or maintain a rating or ratings for the Bonds, except no change may be
made that will materially adversely affect the interest of the Holders of the Bonds to be
Outstanding after the effective date of the change;

(2) to implement or modify any secondary market disclosure requirements;

(h) to modify, amend or supplement the Indenture Supplement in any other respect
which is not materially adverse to the Holders of the Bonds to be Outstanding after the effective
date of the change and which does not involve a change described therein.

Supplemental Indentures Requiring Consent of Bondholders

With the prior written consent of the Credit Facility Provider, the Holders of more than 51% of
the aggregate principal amount of the Bonds then Outstanding have the right, from time to time, to
consent to and approve the execution by the Issuer and the Trustee of supplemental indentures as may be
deemed necessary and desirable by the Issuer for the purpose of modifying, altering, amending, adding to
or rescinding any of the terms or provisions contained in the Indenture; provided, however, that no such
supplemental indenture may permit or be construed to permit (a) an extension of the time for payment of
or an extension of the stated maturity or a reduction in the principal amount, or reduction in the rate of
interest on, or an extension of the time of payment of interest on, or a reduction of any premium payable
on the redemption of, any Bonds, or a reduction in the Borrower’s obligation on the Bond Mortgage Note,
without the consent of all of the Holders of all Bonds then Outstanding; (b) the creation of any lien prior
to or on a parity with the lien of the Indenture; (c) a reduction in the aforesaid percentage of the principal
amount of Bonds which is required in connection with the giving of consent to any such supplemental
indenture without the consent of the Holders of all the Bonds then Outstanding; (d) a modification of the
rights, duties or immunities of the Trustee, without the written consent of the Trustee; (e) a privilege or
priority of any Bond over any other Bonds; or (f) any action that results in the interest on the Bonds
becoming included in gross income for federal income tax purposes.

If at any time the Issuer shall request the Trustee to enter into any such supplemental indenture
for any of the purposes described under this heading, the Trustee shall, upon being satisfactorily
indemnified with respect to expenses, cause notice of the proposed execution of such supplemental
indenture to be mailed, postage prepaid, to all registered Bondholders and to the Credit Facility Provider.
Such notice shall briefly set forth the nature of the proposed supplemental indenture and shall state that
copies thereof are on file at the corporate trust office of the Trustee for inspection by all Bondholders.

Thirty days after the date of the mailing of such notice, the Issuer and the Trustee may
enter into such supplemental indenture substantially in the form described in such notice, but only if there
shall have first been or is simultaneously delivered to the Trustee the required consents, in writing, of the
Credit Facility Provider and the Holders of not less than the percentage of Bonds required by the
Indenture. If the Holders of not less than the percentage of Bonds required by the Indenture shall have
consented to and approved the execution and delivery of a supplemental indenture as provided in the
Indenture, no Holder of any Bond shall have any right to object to any of the terms and provisions
contained therein, or the operation thereof, or in any manner to question the propriety of the execution
thereof, or to enjoin or restrain the Trustee or the Issuer from executing the same or from taking any
action pursuant to the provisions thereof. Upon the execution of any such supplemental indenture as
described under this heading, the Indenture shall be and be deemed to be modified and amended in
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accordance therewith. The Trustee may rely upon an Opinion of Counsel as conclusive evidence that
execution and delivery of a supplemental indenture has been effected in compliance with the provisions
of the Indenture.

Anything in the Indenture to the contrary notwithstanding, unless the Borrower shall then be in
default of any of its obligations under the Financing Agreement, the Reimbursement Agreement, the Tax
Regulatory Agreement, the Bond Mortgage Note, the Reimbursement Mortgage or the Bond Mortgage, a
supplemental indenture under the Indenture which affects any rights of the Borrower shall not become
effective unless and until the Borrower shall have expressly consented in writing to the execution and
delivery of such supplemental indenture. In this regard, the Trustee shall cause notice of the proposed
execution and delivery of any such supplemental indenture to be mailed by certified or registered mail to
the Borrower or the Borrower's attorney at least 15 days prior to the proposed date of execution and
delivery of any supplemental indenture.

Notwithstanding any other provision of the Indenture, the Issuer and the Trustee may consent to
any supplemental indenture upon receipt of the consent of the Credit Facility Provider, the Holders of all
Bonds then Outstanding and, as applicable, the Borrower.

Amendments to Financing Agreement Not Requiring Consent of Bondholders
The Trustee shall, without the consent of, or notice to, the Bondholders, but with the consent of
the Issuer, the Borrower and the Credit Facility Provider, consent to any amendment, change or

modification of the Financing Agreement as follows:

(a) as may be required by the provisions of the Credit Facility, by the Financing
Agreement or the Indenture;

(b) to cure any formal defect, omission, inconsistency or ambiguity in the Financing
Agreement;
(©) in a manner not materially adverse to the Holder of any Bond to be Outstanding

after the effective date of the change;

(d) to make such additions, deletions or modifications as may be necessary, in the
opinion of Bond Counsel delivered to the Issuer, the Trustee and the Credit Facility Provider to
maintain the exclusion from gross income for federal income tax purposes of interest on the
Bonds;

(e) to modify, amend or supplement the Financing Agreement as required by the
Rating Agency to obtain or maintain a rating or ratings for the Bonds, except no change may be
made that will materially adversely affect the interests of the Holders of the Bonds to be
Outstanding after the effective date of the change; or

® to modify, amend or supplement the Financing Agreement in any other respect
which is not materially adverse to the Trustee or Holders of the Bonds to be Outstanding after the
effective date of the change and which does not involve a change described in the Indenture.

Amendments to Financing Agreement Requiring Consent of Bondholders

Except for the amendments, changes or modifications of the Financing Agreement described
under the heading “Amendments to Financing Agreement Not Requiring Consent of Bondholders” above,



neither the Issuer nor the Trustee shall consent to any other amendment, change or modification of the
Financing Agreement without the consent of the Credit Facility Provider and the Borrower, and without
the giving of notice and the written approval or consent of the Holders of at least 51% of the aggregate
principal amount of the Bonds then Outstanding given and procured in accordance with the procedure
described under the heading “Supplemental Indentures Requiring Consent of Bondholders” above;
provided, however, that nothing described under this heading shall permit, or be construed as permitting,
any amendment, change or modification of the Borrower’s obligation to make the payments required
under the Financing Agreement without the consent of the Holders of 100% of the Bonds then
Outstanding. If at any time the Issuer and the Borrower shall request the consent of the Trustee to any
such proposed amendment, change or modification of the Financing Agreement, the Trustee shall cause
notice of such proposed amendment, change or modification to be given in the same manner described
under the heading “Supplemental Indentures Requiring Consent of Bondholders” above. Such notice
shall briefly set forth the nature of such proposed amendment, change or modification and shall state that
copies of the instrument embodying the same are on file at the principal office of the Trustee for
inspection by Bondholders.

Amendments to the Credit Facility

The Trustee may, without the consent of, or notice to, any of the Bondholders, enter into any
amendment, change or modification of the Credit Facility (a) as may be required by the provisions of the
Credit Facility, (b) to cure any formal defect, omission, inconsistency or ambiguity in the Credit Facility,
(c) in a manner which is not prejudicial to the interests of the Bondholders as determined by the Trustee
being advised by counsel, a committee of Responsible Officers or by a written confirmation from the
Rating Agency of the then existing rating on the Bonds, or (d) as required by the Rating Agency to
maintain the then current rating on the Bonds.

Opinion of Bond Counsel Required

No supplement or amendment to the Financing Agreement or the Indenture Supplement, as
described in the Indenture Supplement, shall be effective until the Issuer, the Trustee and the Credit
Facility Provider shall have received an opinion of Bond Counsel to the effect that such supplement or
amendment is authorized or permitted by the Indenture Supplement and, upon execution and delivery
thereof, will be valid and binding upon the Issuer in accordance with its terms and will not cause interest
on the Bonds to be includable in gross income of the Holders thereof for federal income tax purposes.
The Trustee shall be entitled to receive, and shall be fully protected in relying upon, the opinion of any
counsel approved by it as conclusive evidence that (i) any proposed supplemental indenture or
amendment permitted by the Indenture Supplement complies with the provisions thereof, (ii) it is proper
for the Trustee to join in the execution of that supplemental indenture or amendment under the provisions
of the Indenture Supplement, and (iii) if applicable, such proposed supplemental indenture or amendment
is not materially adverse to the interests of the Bondholders.

Trustee

The Trustee, prior to an Event of Default as defined in the Indenture and after the curing or
waiver of all such events which may have occurred, shall perform such duties and only such duties as are
specifically set forth in the Indenture. The Trustee, during the existence of any such Event of Default
(which shall not have been cured or waived), shall exercise such rights and powers vested in it by the
Indenture and use the same degree of care and skill in its exercise as a prudent Person would exercise or
use under similar circumstances in the conduct of such Person’s own affairs.
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No provision of the Indenture shall be construed to relieve the Trustee from liability for its own
negligence or willful misconduct, except that:

(a) prior to an Event of Default under the Indenture, and after the curing or waiver of
all such Events of Default which may have occurred:

(1) the duties and obligations of the Trustee shall be determined solely by
the express provisions of the Indenture, and the Trustee shall not be liable except for the
performance of such duties and obligations as are specifically set forth in the Indenture;
and

(i1) in the absence of bad faith on the part of the Trustee, the Trustee may
conclusively rely, as to the truth of the statements and the correctness of the opinions
expressed therein, upon any certificate or opinion furnished to the Trustee by the Person
or Persons authorized to furnish the same.

(b) at all times, regardless of whether or not any such Event of Default shall exist:

(1) the Trustee shall not be liable for any error of judgment made in good
faith by an officer or employee of the Trustee except for such Trustee’s negligence or
willful misconduct or negligence by the officer or employee of the Trustee as the case
may be; and

(i1) the Trustee shall not be liable with respect to any action taken or omitted
to be taken by it in good faith in accordance with the direction of the Credit Facility
Provider or the Holders of more than 51% of the aggregate principal amount of the Bonds
then Outstanding (or such lesser or greater percentage as is specifically required or
permitted by the Indenture) relating to the time, method and place of conducting any
proceeding for any remedy available to the Trustee, or exercising any trust or power
conferred upon the Trustee under the Indenture.

The Trustee will be under no obligation to exercise those rights or powers vested in it by the
Indenture, other than such rights and powers that it is obliged to exercise in the ordinary course of its
trusteeship under the terms and provisions of the Indenture, at the request or direction of any of the
Bondholders pursuant to the Indenture, unless such Bondholders have offered to the Trustee reasonable
security or indemnity against the costs, expenses and liabilities that might be incurred by it in the
compliance with such request or direction.

The Trustee may at any time resign from the trusts by giving written notice to the Issuer, the
Borrower and the Credit Facility Provider, and by giving notice by certified mail or overnight delivery
service to each Holder of the Bonds then Outstanding. Such notice to the Issuer, the Borrower and the
Credit Facility Provider may be served personally or sent by certified mail or overnight delivery service.
The resignation of the Trustee shall not be effective until a successor Trustee has been appointed, as
provided in the Indenture, and such successor Trustee shall have agreed in writing to be bound by the
duties and obligations of the Trustee under the Indenture and the Intercreditor Agreement.

The Trustee may be removed at any time, either with or without cause, with the consent of the
Credit Facility Provider (which consent of the Credit Facility Provider shall not be unreasonably
withheld) by a written instrument signed by the Issuer and delivered to the Trustee, the Borrower, and if
an Event of Default shall have occurred and be continuing, other than an Event of Default described in
paragraph (b) under the heading “Events of Default; Acceleration; Remedies” above, by a written
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instrument signed by the Credit Facility Provider and delivered to the Trustee, the Issuer and the
Borrower. The Trustee may also be removed, if an Event of Default described in paragraph (b) under the
heading “Events of Default; Acceleration; Remedies” above shall have occurred and be continuing, by a
written instrument or concurrent instruments signed by the Holders of more than 51% of the aggregate
principal amount of the Bonds then Outstanding and delivered to the Trustee, the Issuer, the Borrower and
the Credit Facility Provider. The Trustee may also be removed by the Credit Facility Provider, following
notice to the Issuer and after a thirty (30) day period during which the Issuer may attempt to cause the
Trustee to discharge its duties in a manner acceptable to Credit Facility Provider, and in each case written
notice of such removal shall be given to the Servicer, the Borrower and to each registered Borrower of
Bonds then Outstanding as shown on the Bond Registrar. Any such removal shall take effect on the day
specified in such written instrument(s), but the Trustee shall not be discharged from the trusts created
until a successor Trustee has been appointed and has accepted such appointment and has agreed in writing
to be bound by the duties and obligations of the Trustee under the Intercreditor Agreement and the
Indenture.

In case at any time the Trustee shall resign, be removed or be dissolved, or shall be in course of
dissolution or liquidation, or otherwise shall become incapable of acting under the Indenture, or be
adjudged a bankrupt or insolvent, or if a receiver of the Trustee or of its property shall be appointed, or if
a public supervisory office shall take charge or control of the Trustee or of its property or affairs, a
vacancy shall forthwith and ipso facto be created in the office of such Trustee under the Indenture, and
the Issuer, with the written consent of the Credit Facility Provider, shall promptly appoint a successor
Trustee. Any such appointment shall be made by a written instrument executed by an Authorized Officer
of the Issuer.

If, in a proper case, no appointment of a successor Trustee shall be made pursuant to the
Indenture within sixty (60) days following delivery of all required notices of resignation given or of
removal of the Trustee pursuant to the Indenture, the retiring Trustee may apply to any court of competent
jurisdiction to appoint a successor Trustee. The court may thereupon, after such notice, if any, as such
court may deem proper and prescribe, appoint a successor Trustee.

Satisfaction and Discharge of Indenture

If the Issuer pays or causes to be paid to the Holders of the Bonds the principal, interest and
premium, if any, to become due thereon at the times and in the manner stipulated in the Indenture, in any
one or more of the following ways:

(a) by the payment of the principal of (including redemption premium, if any) and
interest on all Bonds outstanding; or

(b) by (i) the deposit or credit to the account of the Trustee, in trust, of money or
securities in the necessary amount (as provided in the Indenture) to pay the principal, redemption
price and interest to the date established for redemption whether by redemption or otherwise; or

(©) by the delivery to the Trustee, for cancellation by it, of all Bonds Outstanding;

and shall have paid all amounts due and owing to the Credit Facility Provider under the Indenture and
under the Credit Facility and the Reimbursement Agreement, including but not limited to the Freddie Mac
Reimbursement Amount and the Freddie Mac Credit Enhancement Fee, and shall have paid all fees and
expenses of the Trustee, the Issuer, the Servicer and each Paying Agent, and if the Issuer shall keep,
perform and observe all and singular the covenants and promises in the Bonds and in the Indenture
expressed as to be kept, performed and observed by it or on its part, then these presents and the estates
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and rights granted shall cease, determine and be void, and thereupon the Trustee shall cancel and
discharge the lien of the Indenture and execute and deliver to the Issuer such instruments in writing as
shall be requisite to satisfy the lien, and reconvey to the Issuer the estate conveyed by the Indenture, and
assign and deliver to the Issuer any interest in property at the time subject to the lien of the Indenture
which may then be in its possession, except amounts held by the Trustee for the payment of principal of,
interest and premium, if any, on the Bonds, the payment of any amounts owed to the United States
pursuant to the Indenture or the payment of any amounts payable to the Credit Facility Provider.

Any Outstanding Bond 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 first paragraph under this heading if,
under circumstances which do not cause interest on the Bonds to become includable in the Holders’ gross
income for purposes of federal income taxation, the following conditions shall have been fulfilled: (a) in
case such Bond is to be redeemed on any date prior to its maturity, the Trustee shall have given to the
Bondholder irrevocable notice of redemption of such Bond on said date; (b) there shall be on deposit with
the Trustee either money or direct obligations of the United States of America in an amount, together with
anticipated earnings thereon (but not including any reinvestment of such earnings), which will be
sufficient to pay, when due, the principal or redemption price, if applicable, and interest due and to
become due on such Bond on the redemption date or maturity date thereof, as the case may be; (¢) in the
case of Bonds which do not mature or will not be redeemed within 60 days of such deposit, the Trustee
shall have received a verification report of a firm of certified public accountants reasonably acceptable to
the Trustee as to the adequacy of the amounts so deposited to fully pay the Bonds deemed to be paid; and
(d) the Trustee shall have received an opinion of nationally recognized bankruptcy counsel, if required by
subpart (e) of the definition of “Eligible Funds” in the Indenture, to the effect that such money constitutes
Eligible Funds.

The Trustee shall in no event cause the Bonds to be optionally redeemed from moneys deposited

as described under this heading unless the requirements of the Indenture have been met with respect to
such redemption.
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APPENDIX C
SUMMARY OF CERTAIN PROVISIONS OF THE FINANCING AGREEMENT

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

The Bond Mortgage Loan

The Issuer has authorized the issuance of the Bonds. The Bond Mortgage Loan will be made to
the Borrower with the Bond proceeds. Upon the issuance and delivery of the Bonds, the Issuer will
deliver the Bond proceeds to the Trustee. The Bond Mortgage Loan shall be deemed made in full upon
deposit of the Bond proceeds as described in the Indenture. The Borrower has accepted the Bond
Mortgage Loan upon the terms and conditions set forth in the Financing Agreement and the Bond
Mortgage Loan Documents, subject to the Indenture. Disbursements will be made from the Bond
Mortgage Loan Fund as provided in the Indenture pursuant to the forms attached to the Indenture. The
Borrower has agreed to apply the proceeds of the Bond Mortgage Loan to pay costs of the acquisition and
rehabilitation and permanent financing for the Project and to pay certain costs of issuance of the Bonds.

Terms of the Bond Mortgage Loan

The Bond Mortgage Loan is to (a) be evidenced by a Bond Mortgage Note; (b) be initially
secured by the Credit Facility and the Bond Mortgage; (c) be in the principal amount equal to the
principal amount of the Bonds set forth on the cover page hereof; (d) bear interest at such rate or rates as
provided in the Bond Mortgage Note; (e) provide for principal and interest payments in accordance with
the Bond Mortgage Note; and (f) be subject to optional and mandatory prepayment at the times, in the
manner and on the terms, and have such other terms and provisions, as provided in the Financing
Agreement and the Bond Mortgage Note and as described above. The Servicer shall service the Bond
Mortgage Loan pursuant to the Commitment and the Guide.

Initial Deposits

On the Release Date, proceeds of the Bonds shall be deposited by the Trustee in accordance with
the Indenture. In addition to the deposits to be made with Bond proceeds pursuant to the foregoing the
Borrower will deposit with the Trustee the amounts set forth in the Financing Agreement for credit to the
Cost of Issuance Fund, to the Borrower Equity Account of the Bond Mortgage Loan Fund, to the
Administration Fund, to the Credit Facility Reimbursement Account and to the credit of the Operating
Reserve Fund.

To the extent that amounts in the Cost of Issuance Fund are insufficient to pay all costs of issuing
the Bonds, the Borrower shall cause the payment of such additional costs of issuing the Bonds to be made
on its behalf as such amounts become due.

Payments Under the Bond Mortgage Note; Independent Obligation of Borrower

The Borrower agrees to repay the Bond Mortgage Loan as provided in the Bond Mortgage Note,
and in all events at the times and in the amounts necessary to enable the Trustee, on behalf of the Issuer,
to pay all amounts payable with respect to the Bonds, when due, whether at maturity or upon redemption
(with premium, if applicable), acceleration, tender, purchase or otherwise. The obligation of the
Borrower to make the payments set forth in the Financing Agreement shall be an independent and



separate obligation of the Borrower from its obligation to make payments under the Bond Mortgage Note,
provided, that in all events payments made by the Borrower under and pursuant to the Bond Mortgage
Note shall be credited against the Borrower’s obligations under the Financing Agreement on a dollar for
dollar basis. If for any reason the Bond Mortgage Note or any provision of the Bond Mortgage Note shall
be held invalid or unenforceable against the Borrower by any court of competent jurisdiction, the Bond
Mortgage Note or such provision of the Bond Mortgage Note shall be deemed to be the obligation of the
Borrower pursuant to the Financing Agreement to the full extent permitted by law and such holding shall
not invalidate or render unenforceable any of the provisions of the Financing Agreement and shall not
serve to discharge any of the Borrower’s payment obligations under the Financing Agreement or
eliminate the credit against such obligations to the extent of payments made under the Bond Mortgage
Note.

The Borrower acknowledges and agrees the Servicer may collect monthly payments from the
Borrower with respect to the Bond Mortgage Loan in accordance with the Reimbursement Agreement,
but such payments shall not be credited against the principal or interest due with respect to the Bond
Mortgage Loan or the Bond Mortgage Note until and only to the extent such amounts are used to
reimburse the Credit Facility Provider for amounts paid under the Credit Facility to pay principal of or
interest on the Bonds.

The obligations of the Borrower to repay the Bond Mortgage Loan, to perform all of its
obligations under the Bond Mortgage Loan Documents, to provide indemnification, to pay costs,
expenses and charges and to make any and all other payments required by the Financing Agreement, the
Indenture or any other documents contemplated by the Financing Agreement or by the Bond Mortgage
Loan Documents shall, subject to the limitations set forth in the Financing Agreement, be absolute and
unconditional and shall not be subject to diminution by set-off, recoupment, counterclaim, abatement or
otherwise.

Notwithstanding anything contained in any other provision of the Financing Agreement to the
contrary (but subject to the provisions thereof and of the Intercreditor Agreement), the following
obligations of the Borrower shall be and remain the joint and several full recourse obligations of the
Borrower and the Borrower’s Managing Member, payable from and enforceable against any and all
income, assets and properties of the Borrower: (i) the Borrower’s obligations to the Issuer and the Trustee
under the Financing Agreement; (ii) the Borrower’s obligations set forth in Financing Agreement; (iii) the
Borrower’s obligation to pay any and all rebate amounts that may be or become owing with respect to the
Bonds as provided in the Financing Agreement and the Tax Certificate; and (iv) the Borrower’s
obligation to pay legal fees and such expenses under the Financing Agreement.

Payment of Certain Fees and Expenses Under the Bond Mortgage Note; Additional Payments

The payments to be made by the Borrower under the Bond Mortgage Note include certain
moneys to be paid in respect of, among others, the Bond Fee Component, the Special Issuer Fee, Ordinary
Servicing Fees and Expenses, the Freddie Mac Credit Enhancement Fee, any annual rating maintenance
fees of the Rating Agency and amounts required to be deposited in the Custodial Escrow Account
pursuant to the Bond Mortgage Loan Documents. To the extent that any portion of the Bond Fee
Component, the Special Issuer Fee, the Ordinary Servicing Fees and Expenses, the Freddie Mac Credit
Enhancement Fee, any annual rating maintenance fees of the Rating Agency pursuant to the Financing
Agreement and amounts required to be deposited in a Custodial Escrow Account remain due and owing at
any time, such amounts remaining due and owing will be payable from money on deposit in the
Administration Fund as provided in the Indenture or from other money of the Borrower, to the extent that
money in the Administration Fund is insufficient for such purposes. All other fees and expenses are
payable from money of the Borrower as provided in the Financing Agreement.
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In addition to the payment obligations in the Financing Agreement, the Borrower acknowledges
its obligation to make payments to the Debt Service Reserve Fund and the Operating Reserve Fund
pursuant to, and in accordance with, the provisions set forth in the Indenture. Notwithstanding any other
provision of the Financing Agreement, the Indenture or any other Bond Mortgage Loan Document, failure
of the Borrower to make a deposit into the Debt Service Reserve Fund or Operating Reserve Fund shall
not constitute an Event of Default under the Financing Agreement, or under the Indenture or under any
other Bond Mortgage Loan Document.

Option to Prepay the Bond Mortgage Loan

The Borrower will have the option to prepay the Bond Mortgage Loan in full or in part prior to
the payment and discharge of all the outstanding Bonds in accordance with the provisions of the
Indenture, the Financing Agreement and the Bond Mortgage Note, and only with the prior written consent
of the Credit Facility Provider and the payment of any amount due under the Financing Agreement. The
Borrower will be required to prepay the Bond Mortgage Loan in each case that Bonds are required to be
redeemed in accordance with the terms and conditions set forth in the Indenture.

The Bonds are subject to redemption in accordance with the terms and conditions set forth in the
Indenture. In connection with any prepayment, whether optional or mandatory, in addition to all other
payments required under the Bond Mortgage Note, the Borrower shall pay, or cause to be paid to the
Servicer or other party as directed by the Credit Facility Provider (or, if no Credit Facility is then in
effect, to the Trustee), an amount sufficient to pay the redemption price of the Bonds to be redeemed,
including principal, interest and premium (if any), such premium to be paid in Eligible Funds not
consisting of funds drawn under the Credit Facility, and further including any interest to accrue with
respect to the Bond Mortgage Loan and such Bonds between the prepayment date and the redemption
date, together with a s