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MATURITY SCHEDULE 

$76,580,000 2001 Series A Bonds (Variable Rate) 

$76,580,000 2001 Series A Term Bonds due December 1, 2030 

$93,590,000 2001 Series B Bonds (Variable Rate) 

$93,590,000 2001 Series B Term Bonds due December 1, 2030 

$100,000,000 2001 Series C Bonds (Federally Taxable) (Variable Rate) 

$100,000,000 2001 Series C Term Bonds due Dcceniber 1, 2032 

$100,000,000 2001 Series D Bonds (Federally Taxable) (Variable Rate) 

$100,000,000 2001 Series D Term Bonds due December 1, 2032 





No dealer, broker, salesman or other person has been authorized by the Corporation or the 
Underwriters to give any inforniation or to nlake any representations, other than as contained in this Official 
Statement, and if given or made, such other inform;ltion o r  representations must not be relied upon as having 
been authorized by any of the foregoing. This Official Stateinent does not constitute an offer to sell or the 
solicit;itioo of an offer to buy, nor shall there be any sale of the 2001 Bonds, by any person in any jurisdiction 
in  which it is unlawful for such person to make such offer, solicitatioll or sale. The information set forth 
herein has been obtained from the Corporation and other sources which are believed to be reliable, but is 
not guaranteed as to accuracy or conipleteness and is not to he construed as a representation by the 
Underwriters. All  suinmaries herein of documents and agreements are qualified in their entirety by 
reference to such documents and agreements, and all sumniaries herein of the 2001 Ilonds are qualified in 
their entirety hy reference to the forni thereof included in the Indenture and the provisions with respect 
thereto included in the aforesaid documents and agreements. The information and expressions of opinion 
herein are subject to change without notice, and neither the delivery of this Official Statement nor any sale 
made hereunder shall under any circumstances create any implication that there has been no change in the 
information or opinions set forth herein after the date of this Official Statement. 

In connection with this offering of the 2001 Bonds (except to the extent not reoffered) the 
Underwriters may overallot or effect transactions which stabilize or maintain the market price of the 2001 
Bonds (except to the extent not reoffered) at a level above that which might otherwise prevail in the open 
market. Suclt stabilizing, if commenced, may he discontinued at any time. 
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INTRODUCTION 

This Official Statement (including the cover page, inside cover pages and appendices) of 
the Alaska Housing Finance Corporation (the "Corporation") sets forth information in connection 
with the Corporation's Governmental Purpose Bonds, 2001 Serics A (the "2001 Series A Bonds"), 
2001 Series B (the "2001 Series B Bonds"), 2001 Scrics C (the "2001 Series C Bonds"), and 2001 
Series D (the "2001 Series D Bonds"; together with the 2001 Series A Bonds, 2001 Series B 
Bonds, and 2001 Series C Bonds, the "2001 Bonds"). The 2001 Bonds arc authorized to be issued 
pursuant to Chapters 55 and 56 of Title 18 of the Alaska Statutes, as amended (thc "Act"); an 
Indenture, dated as of July 1, 2001 (the "General Indenture"), by and between the Corporation and 
U.S. Bank Trust National Association, Scattle, Washington, as trustee (the "Trustcc"); and a 2001 
Scrics A/B/C/D Supplcincntal Indenture, dated as of July 1, 2001 (the "2001 Scrics A/B/C/D 
Supplemental Indenturc" j, by and bctwccn the Corporation and thc Trustee. All bonds outstanding 
under the General Indenture (including additional bonds which may hereafter be issucd) arc 
referred to collcctively as the "Bonds." Each series of Bonds is issued pursuant to a Supplcniental 
Indenture. The General Indenture and all Supplemental Indentures (including the 200 1 Series 
A/B/C/D Supplemental Indenture) are referred to collectivcly as the "Indenture. " Capitalized 
terms used and not otherwise defined herein have the rcspective meanings ascribed thereto in the 
Indenturc. See "Sunmary of Certain Provisions of the Indenture -Certain Definitions" and 
Appendix F. 

The 2001 Serics A Bonds, 2001 Series B Bonds, 2001 Series C Bonds, and 2001 Scrics 
D Bonds arc the first, second, third, and fourth Series of Bonds, respectively, issued under the 
Indenture. The Corporation is permitted to issue additional bonds (including refunding bonds) 
pursuant to and secured under the Indenture ("Additional Bonds" j, subject to certain conditions. 
See "Sources of Payment and Security for thc Bonds -Additional Bonds." The 2001 Bonds will 
be secured on a parity with any Additional Bonds. 

Lehman Brothers Inc. ("Lehman Brothers") will act as solc underwriter with respect to the 
2001 Series A Bonds and 2001 Series D Bonds (collectively,. the "2001 Series A and D Bonds"). 
Merrill Lynch, Pierce, Fenner & Smith Incorporated ("Merrill .Lynch"; together with Lchman 
Brothers, the "Underwriters") will act as sole underwriter with respect to the 2001 Series B Bonds 



and 2001 Scrics C Bonds (collectively, the "2001 Series B and C Bonds"). The 2001 Bonds will 
be issued initially bearing interest at a Weekly Rate. Sec "Mode Chart for 2001 Bonds" on pagc 
(i) for a summary of information relating to Mode Periods and notice and tcnder requirements 
relating to the 2001 Bonds. See also "The 2001 Bonds." Lehman Brothcrs initially will act as sole 
Remarketing Agent with respect to the 2001 Series A and D Bonds. Merrill Lynch initially will 
act as sole Remarketing Agent with respect to the 2001 Series B and C Bonds. The Corporation 
may replace any Remarketing Agent at any time, and any Remarketing Agent may resign as such 
at any time, in each case upon 30 days' notice. The Corporation may appoint multiple 
Remarketing Agents. 

Payment of principal of and interest on the 2001 Bonds on regularly scheduled payment 
dates will be insured by MBIA Insurance Corporation (the "Insurer") pursuant to a financial 
guaranty insurance policy (the "Policy"). The Policy will not insure payment of the purchase price 
of 200 1 Bonds tendered or deemed tendered for purchase. Sec "The MBIA Insurance Corporation 
Bond Insurance Policy" for a description of the Insurer and thc Policy and see Appendix G for a 
form of the Policy. 

The 2001 Bonds are subject to tender by the Holders thereof under the circumstances set 
forth in  the 2001 Series A/B/C/D Supplemental Indenture. Pursuant to a Tender Agreement, dated 
as of July 1, 2001 (the "Tender Agreement"), among the Corporation, U.S. Bank Trust National 
Association, as tender agent (the "Tender Agent"), and the Trustee, 2001 Bonds so subject to 
tender will be purchased by the Corporation on the applicable Tender and Purchase Date (as 
described on page (i) in the "Mode Chart for 2001 Bonds") upon delivery thereof to the Tender 
Agent, at a purchase price equal to the principal amount thereof, plus accrued interest, if any, 
thereon to thc Tender and Purchase Date. Notice of tender (in the case of an optional tender) and 
tendered 2001 Bonds are to be delivered to the Tender Agent. 

In the event and to the extent that 2001 Bonds are to be tendered to the Tender Agent for 
purchase under an optional or mandatory tcndcr and in the event that the amount of funds (if any) 
made available to the Tender Agent from the applicable Remarketing Agent, together with any 
interest paid to the Tender Agent, is less than the principal amount, plus accrued interest, if any, 
of the 2001 Bonds to be so tendered, the Corporation is required to deposit with the Tender Agent 
an amount which, together with any funds made available to the Tender Agent from the applicable 
Remarketing Agent, will be sufficient to pay the principal amount, plus accrued interest, if any, 
of such Bonds to be so tendered, all in accordance with the terms of the Tender Agreement. The 
Corporation is required to obtain such deposit amounts from any source other than (i) moneys 
pledged pursuant to the Indenture to secure Bonds, (ii) revenues and assets pledged to the holders 
of other obligations of the Corporation, and (iii) amounts in the Corporation's Housing 
Development Fund. The Corporation's obligation to deposit such amount for the purchase of 2001 
Bonds under the Tender Agreement is not a source of payment of principal of and interest on the 
2001 Bonds, but is being undertaken solely to provide a source of funds to the Tender Agent with 
which to discharge its purchase obligation under the circumstances described above. A failure 
by the Corporation to purchase 2001 Bonds when and as required by the Tender Agreement 
is not an Event of Default under the Indenture. Nothing herein shall be deemed to limit the 
Corporation's right under the Indenture to purchase or redeem Bonds, including tendered but 
unremarketed 2001 Bonds, from eligible moneys pledged pursuant to the Indenture. 
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The Corporation may provide an alternate liquidity facility ("Alternate Liquidity Facility") 
in substitution for the Corporation's obligation to purchasc 2001 Bonds purstiant to the Tendcr 
Agreement, and in such event the Tender Agrccmcnt and the Corporation's obligations thereundcr 
will terminate. A default under an Alternate Liquidity Facility by an Alternate Liquidity 
Provider is not an Event of Default under the Indenture. See "The Corporation's Obligation 
to Purchase 2001 Bonds." 

In the event that the Tcndcr Agreenient terminates and is not replaced with an Alternate 
Liquidity Facility, the 2001 Bonds arc subjcct to mandatory tcndcr and the Corporation may clcct 
to (i) cause thc 2001 Bonds to bcar interest at an Auction Ratc dctcrinined in accordance with thc 
Indenture, (ii) Convert thc 2001 Bonds to bear interest at Fixed Interest Rates, or (iii) rcdccm thc 
2001 Bonds. No Alternate Liquidity Facility will be rcquircd in connection with the 2001 Bonds 
subsequent to the exercise of any of thc forcgoing options. See "The Corporation's Obligation to 
Purchase 2001 Bonds." THIS OFFICIAL STATEMENT IS NOT INTENDED TO 
DESCRIBE THE 2001 BONDS SUBSEQUENT TO THEIR CONVERSION TO FIXED 
RATE BONDS. 

In addition, the Corporation expects to cntcr into an agreement with a third party under 
which liquidity support will bc provided to the Corporation with respect to thc 2001 Bonds. Such 
agreement is bcing entered into to assist the Corporation in managing its variablc rate debt for 
balance shect purposes. Such agreement will not be a Liquidity Facility as defined under the 
Indenture, Bondholders will have no rights thereunder either directly or as third-party 
beneficiaries, and amounts thereunder will not be available to pay the purchase price of 2001 
Bonds tendered or deemed tendered for purchase. Payments made to the Corporation under 
such agreenient by such third party will not be pledged to, or a source of payment or security 
for, the Bonds, but if any paynients are required to be made by the Corporation to such third 
party under such agreenient the Corporation has covenanted to transfer such aniounts (but 
only to the extent that Bond Coverage can be demonstrated following such transfer) from the 
Indenture to the Corporation as described in clause (iv) of paragraph Fifth under "Summary 
of Certain Provisions of the Indenture -Redemption Fund" for payment to such third party. 

In connection with the issuancc of the 2001 Bonds, thc Corporation will cntcr into one or 
morc intcrcst ratc swap agreements relating to the 2001 Scrics A Bonds (the "2001 Series A Swap 
Agrccnicnt") with Lchman Brothcrs Special Financing Inc. (thc "200 1 Scrics A Counterparty"), 
an affiliatc of Lchman Brothers. Thc purposc of thc 2001 Scrics A Swap Agrccmcnt is to place 
thc aggrcgate net obligation of thc Corporation with respect to thc portion of thc Program financed 
by the 2001 Scrics A Bonds on an approximately fixcd-rate basis. In connection with thc issuance 
of thc 2001 Bonds, the Corporation also will enter into one or more intcrcst ratc swap agrccnients 
relating to the 2001 Scrics B Bonds (thc "2001 Series B Swap Agrccmcnt"; togcthcr with thc 2001 
Scrics A Swap Agrccmcnt, the "Swap Agrccmcnts") with Merrill Lynch Capital Services, Inc. (the 
"2001 Scrics B Countcrparty"; togcthcr with the 2001 Scrics A Countcrparty, the 
"Countcrpartics"), an affiliate of Merrill Lynch. The purpose of the 2001 Series B Swap 
Agreement is to place thc aggrcgatc net obligation of thc Corporation with respect to the portion 
of the Program financed by thc 2001 Scrics B Bonds on an approximately fixed-rate basis. 
Payments made to thc Countcrpartics by the Corporation undcr the Swap Agrcemcnts will be paid 
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from Pledgcd Rcvcnucs plcdgcd undcr thc Indcnturc i n  the sanic ordei- of priority as paynicnts of 
inlcrcst on the Bonds; pru\Vr/ec/ that if any such payincnts are due in respect of an Early 
Termination Date (as dcfincd in thc Swap Agrccments), the Corporation has covcnantcd to transfer 
such amounts (hut orrly to the cxtciit that Bond Covcragc can bc demonstrated following such 
transfer) from the Iiidcnture to the Corporation i ~ s  dcscribcd in clause (iv) of paragraph Fifrh undcr 
"Summary of Certain Provisions of thc Indciiturc - Rcdcniption Fund" for paymcnt to thc 
applicable Countcrpartics. Payments made to thc Corporation by the Countcrpartics undcr thc 
Swap Agrecniciits will hc pledged as Pledged Rcvcnucs undcr the Indcnturc and dcpositcd in the 
Revcnuc Fund on receipt. 

Thc 2001 Scrics A Bonds and 2001 Scrics B Bonds (collectively, thc "2001 Series A and 
B Bonds") arc being issued (i) to provide funds expectcd to be used, within 90 days of- the date of 
issuance of the 2001 Series A and B Bonds, to rcplacc and refund $160,000,000 principal amount 
of the Corporation's outstanding Governmental Purpose Bonds, I995 Series A (the " 1995 Scrics 
A Bonds"), issucd undcr the Governmental Purpose Bonds Indentui-c, dated as of October IS, 
1995 (the " 1995 GPB Indenture"), by and hctwecn thc Corporation and U.S. Bank Ti-ust National 
Association, as succcssor trustcc; and (ii) to makc a dcposit to tlic Debt Service Rcscrvc Account 
and to pay costs of issuance and capitalizcd intcrcst. Scc "Sourccs of Payment and Sccurity for 
the Bonds -Debt Service Rescrvc Account" nnd"Estiii1ated Sourccs and Uscs of Funds." 

The 3-001 Serics C and D Bonds are hcing issucd to provide funds to purchase Mortgage 
Loans previously originated by the Corporation undcr its Conimcrcial Papcr Program and with its 
unrcstrictcd gcncral funds, with the rcniaindcr to finance ncw Mortgage Loaii originations. Scc 
"Sourccs of Payment and Security for thc Bonds -Program Obligations. " 

Following the issuance of thc 2001 Bonds. ccrtnin mortgage loans held undcr tlic 
Corporation's Gcncral Mortgage Rcvcnuc Bonds indcnturc (the "GMRB Indciiturc") will he 
transfcrrcd to the Program Obligation Fund and thcrcupon be subject to the lien and plcdgc of thc 
indcnturc. Scc "Sources of Payment and Security Ibr the Bonds - Progi-am Obligations." 

The Corporation has no taxing power. The Bonds do not constitute a debt, liability 
or obligation of the State of Alaska (the "State") or a pledge of its faith and credit or taxing 
power. The Bonds are general obligations of the Corporation and are not insured or 
guaranteed by any other governmental agency. 

The Bonds are gcnci.al obligations ol' tlic Coi-poration for which its ful l  l'aith and credit arc 
pledged, subject to agreements made and to he madc with the holders of othcr obligations of the 
Corporation pledging particular rcvciiucs and asscts not pledged to the Bonds and to thc exclusion 
of moneys in the Corporation's Housing Dcvclopincnt Fund. A signilicaiit portion of thc assets 
of the Corporation is plcdged to the payment of outstanding obligations of the Corporation. Scc 
Appendix A, which contains thc most recent audited financial statciiicnts of thc Corporation. 

It is cxpcctcd that the Bonds will he primarily secured by a portfolio of Program 
Obligations, coiisisting of wholc mortgage loans (the "Mortgagc Loans"). The Bonds also may be 
secured by mortgage-backed pass-through certificates and, i f  thcrc will bc no advci-sc effect on thc 
ratings then assigned to the Bonds, other mortgagc instruments. The Mortgagc Loans will bc first- 
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lien mortgage loans with respect to single family residences located in the State. See "Sources of 
Payment and Security for the Bonds," "Program Obligations'' and the definitions of Mortgage 
Loan and Program Obligations under "Sunimary of Certain Provisions of the Indenture -Certain 
Definitions." 

The summaries hcrcin of the 2001 Bonds, the Indenture, and other documents and materials 
arc brief outlines of certain provisions contained therein and do not purport to summarize or 
describe all the provisions thereof. For further information, reference is hereby made to the Act, 
the Indenture, and such other documents and materials for the complete provisions thereof, copies 
of which will he fnrnished by the Corporation upon request. See "The Corporation -General" 
for the Corporation' s address and telephone number. 

SOURCES OF PAYMENT AND SECURITY FOR THE BONDS 

General 

The 2001 Bonds arc, and any Additional Bonds issued under the Indenture will be, direct 
and gencral obligations of the Corporation for which its full faith and credit are pledged, subject 
to agreements niadc 01- to be made with the holders of other obligations of the Corporation 
pledging particular revenues and assets not pledged to the Bonds and to the exclusion of moneys 
in the Corporation's Housing Development Fund. All Bonds issued under the Indenture will be 
secured on a parity lien basis under the Indenture. See "Sources of Payment and Security for the 
Bonds -Additional Bonds. " 

The Bonds arc secured by a pledge of (a) Program Obligations, (b) any Mortgage Loans 
acquired with Bond proceeds, including the title, hazard and primary insurance policies related 
thereto; the Mortgagcs sccuring such Mortgage Loans; and property held by the Corporation 
pursuant to foreclosure or deed in lieu of foreclosure of any such Mortgage Loan; (c) the Pledged 
Revenues and all amounts held in any Fund or Account under the Indenture (except the Rebate 
Fund) and, to the extent provided in the Indenture. as to amounts payable free and clear of any 
trust, lien or pledge created by this Indenture, and (d) all proceeds of the foregoing. Sec "Sources 
of Payment and Security for the Bonds -Prograin Obligations," "Program Obligations" and the 
definitions of Pledged Revenues and Program Obligations under "Summary of Certain Provisions 
of the Indenture -Certain Definitions." 

Amounts on deposit in the Funds and Accounts under the Indenture may he applied only 
as provided in the Indenture. Amounts in the Revenue Fund, after providing for the paynient of 
(i) any amounts required to he deposited in the Rebate Fund, and (ii) interest due on the Bonds and 
Authorized Hedging Payments due to a counterparty during the related interest payment period, 
will be transferred to the Redemption Fund. Amounts in the Redemption Fund, however, after 
providing for the payment of (i) scheduled principal payments on the Bonds and Authorized 
Hedging Payments due to a counterparty during the related interest payment period; (ii) sinking 
fund installments; (iii) any amount needed to restore the Debt Service Reserve Account to the 
Minimum Debt Service Reserve Requirement and (iv) Program Expenses, may he withdrawn free 
and clear of the lien of the Indenture; provided that such withdrawal is indicated in the most recent 
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Bond Covcragc Certificate. Sec "Sourccs of Payment and Sccurity for thc Bonds - Bond 
Covcragc Ccrtificatcs" and "Summary of Certain Provisions of thc Indenture -Rcvenuc Fund" 
and " -Redemption Fund. " 

Thc Bonds arc sccurcd by a Dcbt Service Rcscrvc Account. Scc "Sources of Payment and 
Security for the Bonds -Debt Service Rescrvc Account." 

Program Obligations 

THE CORPORATION IS PERMITTED TO SELL OR ASSIGN PROGRAM 
OBLIGATIONS AT ANY TIME TO THE EXTENT THAT SUCH SALE OR 
ASSIGNMENT IS REFLECTED IN THE MOST RECENT BOND COVERAGE 
CERTIFICATE. Scc "Summary of Cei-tain Provisions of the Indenture - Sale of Program 
Obligations." 

In connection with the issuance of the 2001 Bonds, the Corporation currcntly intends to 
transfer to the Program Obligation Fund from the GMRB Indcnture certain mortgage loans with 
an aggregate principal balance as of June 1 ,  2001 of approximately $225.83 niillion (the "GMRB 
Selected Mortgage Loans"). For a description as of June 1, 2001 of the GMRB Selected Mortgage 
Loans, see "Program Obligations -Mortgage Loans -GMRB Selected Mortgagc Loans. " Thc 
Corporation generally intends to allocate most if not all of the GMRB Selected Mortgage Loans 
to the 2001 Bonds. Howcver, no assurance is given as to what portion, i f  any, of the GMRB 
Selected Mortgage Loans will be allocated to the 200 1 Bonds. 

The Corporation currcntly holds a portfolio of warehoused mortgagc loans with an 
aggrcgatc principal balance as of June I ,  2001 of approximately $78.16 million (the "Available 
Mortgage Loans"). For a description as of June I ,  2001 of the Available Mortgage Loans, see 
"Program Obligations - Mortgage Loans - Available Mortgage Loans. " The Corporation 
generally intends to allocate most if not all of the Available Mortgage Loans to the 2001 Bonds. 
However, no assurance is given as to what portion, if any, of the Available Mortgage Loans will 
be allocated to the 2001 Bonds. 

Mortgage Loans arc required by the General Indenture to be secured by first lien deeds of 
trust on single-family residences in the State and bear a fixed rate of interest for initial terms of 
not less than 15 ycars but not more than 30 ycars. The Mortgage Loans to be allocated to the 
2001 Bonds (collectivcly, the "2001 Scrics AJBICID Mortgage Loans") arc cxpccted to consist 
of conventional Mortgage Loans, Mortgage Loans subject to a guarantee of the United States 
Department of Vctcrans Affairs (formerly the Veterans Administration; the "VA"), the United 
Statcs Dcpartment of Housing and Urban Development ("HUD") or Rural Development (formerly 
the Farmers Home Administration of the United States Dcpartrnent of Agriculture; "FmHA") and 
Mortgagc Loans insured by thc Federal Housing Administration ("FHA"). The Mortgagc Loans 
will be serviced by qualifying cligible scrvicing institutions, which generally arc the originating 
institutions. See "Program Obligations. " 

Any Mortgage Loan with an original principal amount exceeding 80% of the valuc of the 
mortgaged property is required to be (i) insured by FHA, (ii) guaranteed by thc VA, HUD or 
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FmHA or (iii) insured under a private mortgage insurance policy at least until such time as the 
ratio of the outstanding loan balance to the original property value is equal to or less than SO%. 
Scc "Program Obligations -Primary Mortgage Insurancc. " 

Debt Service Reserve Account 

Upon delivery of the 2001 Bonds, a deposit is expected to be made to the credit of the Debt 
Service Rcscrvc Account in  tlie amount set forth under "Estimated Sources and Uses of Funds." 
The General Indenture requires the Debt Service Reserve Account to be maintained in  an amount 
(the "Minimum Debt Service Reserve Rcquircnicnt") a t  Icast equal to the sum of the Debt Service 
Reserve rcquircments established for each Series of Bonds. The Debt Service Reserve 
requircmcnt cstablishcd for thc 2001 Bonds is an amount equal to 2% of the sum of (a) the 
outstanding principal balance of 2001 Series A/B/C/D Mortgage Loans and (b) all other amounts 
on deposit in the 2001 Bond Accounts of thc Program Obligation Fund, or such greater amount 
( i )  as is necessary to cstablisli Parity or (ii) as may be fixed by a further Authorizing Indenture. 
Sec "Summary of Certain Provisions of tlie Indenture -Revenue Fund." 

If, on the third Busincss Day prior to any Interest Payment Datc, the aniotint on deposit, 
or to be deposited on such Interest Payment Date in the Interest Account of the Revenue Fund and 
the Principal Account and the General Account of the Redemption Fund is less than the amount 
required to pay the interest on, the principal of and the sinking fiand installments on the Bonds due 
on such date, any deficiency will be satisfied with a transfer from the Debt Scrvicc Rcscrvc 
Account to the applicablc Series Account. If the amount in the Debt Service Rcscrve Account is 
insufficient, the Corporation will advance available funds to cover any such insufficiency. 

Thc Corporation covcnants that it will maintain in tlic Debt Service Reserve Account an 
amount at Icast equal to the Minimum Debt Service Rcscrvc Requirement. 

At the election of tlic Corporation, any amounts in excess of tlie Minimum Debt Service 
Rcscrve Rcquirenient that remain in the Debt Scrvice Reserve Account on an Interest Payment 
Datc shall either (i) be transferred to the related Series Account of the Revenue Fund or (ii) be 
withdrawn and paid over to tlie Corporation free and clear of the licn and pledge of the Indenture 
if such withdrawal is rellcctcd in the most recent Bond Coverage Certificate; pruvided that (a) all 
Debt Scrvicc on the Bonds then due shall have bcen paid on such Interest Payment Date and that 
all amounts then due from the Corporation or Trustee to the countcrparties of any Hedging 
Instruments shall have hccn paid on such Intcrcst Payment Datc and (b) no such withdrawal may 
bc made during any period whcn procccds of any Series of Bonds arc on deposit in  the Program 
Obligation Fund and have not been either exchanged for Program Obligations or applied to the 
redemption of Bonds of such Scrics, nor for sixty days following any such period. Any amounts 
i n  cxccss of the Minimum Debt Service Rcscrvc Rcquircnicnt that remain in  the Debt Service 
Reserve Account or alter thc fifth day following an Interest Paynient Datc will he transfcrrcd by 
tlic Trustee upon the direction of the Corporation to the related Series Account of the Revenue 
Fund. 

Aniounts on deposit in the Debt Scrvicc Reserve Account arc to be invested in Investment 
Sccuritics. The amount on deposit in the Debt Service Reserve Account will be at least eqtcal to 

-7- 



the Dcbt Scrvicc Rescrvc Rcquiremcnt on thc date of issuancc of thc 2001 Bonds. SCC "Estimatcd 
Sources and Uses of Funds" and "Summary of Ccrtain Provisions of the Indcnture -Revenue 
Fund." 

Bond Coverage Certificates 

Thc Corporation is rcquircd to deliver to the Trustcc a ccrtificatc showing Bond Covcragc 
(as detincd undcr "Summary of Certain Provisions of the Indcnturc -Certain Dcfinitions") upon 
the occtirrciicc of various cvcnts undcr thc Indenture, including, but not limitcd to, (i)  the dclivcry 
of a Serics of Bonds, (.ii) any sclcction of Bonds for special redcinption on a basis requiring 
dclivcry of a Bond Covcragc Ccrtificatc, or (iii) any relcasc of moneys frcc and clcar of thc licn 
of the Indcnturc to the Coi-poration. 

In addition, any such Bond Covcragc Certificate delivered to the Trustee is rcquired to 
conform to the requirements of thc Indenture and any Supplemental Indenture, including any tax 
covenants contained therein. See "Summary of Certain Provisions of the Indcnturc - Tax 
Covcnants. " 

The Indenture providcs that the Corporation may in  the future usc a method of calculation 
of Bond Coveragc othcr than thc method spccificd in thc Indenture if thc ncw method will not 
adversely affect thc ratings then assigned to thc Bonds by thc Rating Agcncics without regard to 
any bond insurance or any othcr form of credit cnhanceinent. No assurance can be given that the 
assumptions used in a Bond Covcragc Ccrtificatc will in fact bc realized. 

Additional Bonds 

Additional Bonds (including refunding Bonds) may be issued pursuant to the Gencral 
Indenture upon compliancc with the provisions thcrcof, which include thc rcquircmcnt that no 
Additional Bonds may be issued (i) withont the delivcry of a Bond Coverage Certificate to the 
Trustee and (ii) unless the Uncnhanced Ratings then assigned by the Rating Agencies to the then 
Outstanding Bonds (including the 2001 Bonds) will not be reduccd as a rcsult of the issuance of 
such Additional Bonds. The 2001 Bonds and all other Bonds issued undcr the Indcnturc will rank 
on a parity with each other; thcrcforc, the availability of money for rcpaynicnt of the 2001 Bonds 
could be significantly affected by the issuance of Additional Bonds. See "Sourccs of Paymcnt and 
Security for the Bonds -Bond Covcragc Ccrtificatcs" and "Summary of Ccrtain Provisions of 
the Indenture -Issuance of Additional Bonds." 

The Corporation is also permittcd to issue bonds which are scparatcly scctircd and/or which 
are also gcncral obligations of the Corporation. 

THE MBIA INSURANCE CORPORATION BOND INSURANCE POLICY 

The following information has bccn furnished by the Insurcr for usc in this Official 
Statement. Rcferencc is inadc to Appendix G for a spccimcn of the Insurer's policy. 

-8- 



The MBIA Insurance Corporation Insurance Policy 

The Insurer's Policy unconditionally and irrevocably guarantees the full and complete 
payment required to be made by or on behalf of the Corporation to the Trustee or its successor of 
an amount equal to (i) the principal of (either at the stated maturity or by an advancement of 
maturity pursuant to a mandatory sinking fund payment) and intcrest on, the 2001 Bonds as such 
payments shall become due but shall not be so paid (except that in the event of any acceleration 
of the due date of such principal by reason of mandatory or optional redemption or acceleration 
resulting from default or otherwise, other than any advanccnient of maturity pursuant to a 
mandatory sinking fund payment, the payments guaranteed by the Insurer's Policy shall be madc 
i n  such amounts and at such times as such payments of principal would havc bccn due had there 
not been any such acceleration); and (ii) the reimbursement of any such payment which is 
subsequently recovered from any owner of the 2001 Bonds pursuant to a final judgment by a court 
of competent jurisdiction that such payment constitutes an avoidable preference to such owner 
within the meaning of any applicable bankruptcy law (a "Preference"). 

The Insurer's Policy does not insure against loss of any prepayment premium which may 
at any time be payable with respect to any 2001 Bond. The Insurer's Policy does not, under any 
circumstance, insure against loss relating to: (i) optional or mandatory redemptions (other than 
mandatory sinking fund redemptions); (ii) any payments to be made on an accelerated basis; (iii) 
payments of the purchase price of 2001 Bonds upon tender by an owner thereof; or (iv) any 
Preference relating to (i) through (iii) above. The Insurer's Policy also does not insure against 
nonpayment of principal of or interest on the 2001 Bonds resulting fi-om the insolvency, negligence 
or any other act or omission of the Trustee or any other paying agent for the 2001 Bonds. 

Upon receipt of telephonic or telegraphic notice, such notice subsequently confirmed in 
writing by registered or certified mail, or upon receipt of written notice by registered or certified 
mail, by thc Insurer from the Trustec or any owner of a 2001 Bond the payment of an insured 
amount for which is then duc, that such required payment has not been made, the Insurer on the 
due date of such payment or within one business day after receipt of notice of such nonpayment, 
whichever is latcr, will makc a deposit of funds, in an account with State Street Bank and Trust 
Company, N.A., in New York, New York, or its successor, sufficient for the payment of any such 
insured amounts which are then due. Upon presentment and surrender of such 2001 Bonds OK 
presentment of such other proof of ownership of the 2001 Bonds, together with any appropriate 
instruments of assignment to evidence the assignment of the insured amounts due on the 2001 
Bonds as X C  paid by the Insurer, and appropriate instruments to effect the appointment of the 
Insurer as agcnt for such owners of the 2001 Bonds in any legal proceeding related to payment of 
insured amounts on the 2001 Bonds, such instruments being in a form satisfactory to State Street 
Bank and Trust Company, N.A., State Street Bank and Trust Company, N.A.  shall disburse to 
such owners or the Trustee payment of the insured aniounts due on such 2001 Bonds, less any 
amount held by the Trustee for the payment of such insured amounts and legally available therefor. 
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MBIA Financial Information 

As of December 31, 2000, the Insurer had admitted assets of $7.6 billion (audited), total 
liabilities of $5.2 billion (audited), and total capital and surplus of $2.4 billion (audited) 
determined in accordance with statutory accounting practices prcscribed or permitted by insurance 
regulatory authorities. As of March 31, 2001, the Insurer had admitted assets of $7.8 billion 
(unaudited), total liabilities of $5.4 billion (unaudited), and total capital and surplus of $2.4 billion 
(unaudited) determined in accordance with statutory accounting practices prescribed or permitted 
by insurance regulatory authorities. 

Additional Information About the Insurer 

The Insurer is the principal operating subsidiary of MBIA Inc., a New York Stock 
Exchange listed company (the "Company"). The Company is not obligated to pay the debts of or 
claims against the Insurer. The Insurer is domiciled in the State of New York and licensed to do 
busincss in and subject to rcgulation under the laws of all 50 states, thc District of Columbia, the 
Commonwealth of Pucrto Rico, the Commonwealth of the Northern Mariana Islands, the Virgin 
Islands of the United States and the Territory of Guam. The Insurer has two European branches, 
one in the Republic of France and the othcr in the Kingdom of Spain. New York has laws 
prescribing minimum capital requirements, limiting classes and concentrations of investments and 
requiring the approval of policy rates and forms. State laws also regulate the amount of both the 
aggregate and individual risks that may be insurcd, the payment of dividcnds by the Insurer, 
changes in control and transactions among affiliates. Additionally, the Insurer is required to 
maintain contingency reserves on its liabilities in certain amounts and for certain periods of time. 

The Company files annual, quarterly and spccial reports, information statements and other 
information with the SEC under File No. 1-9583. These SEC filings are available to the public 
over the Internet at the SEC's web site at http://www.sec.gov. The public may also read and copy 
any of these SEC filings at the SEC's public reference rooms in Washington D.C. Please call the 
SEC at I-800-SEC-0330 for further information on the public reference rooms. 

Copies of thc SEC filings (including ( 1 )  the Company's Annual Report on Form 10-K for 
the year ended December 31, 2000, (2) the Company's Quarterly Reports on Form 10-Q for the 
quarter ended March 3 1, 200 I ,  and (3) the report on Form 8-K filed by the Company on January 
30, 2001 are also available, at no cost, upon request to MBIA Insurance Corporation, 113 King 
Street, Armonk, New York 10504. The telephone number of the Insurer is (914) 273-4545. The 
SEC filings are also available to the public over the Internet at the Company's web site at 
http://www.mbia. com. 

The following documents filed by the Company with the Securities and Exchange 
Commission are incorporated herein by reference: 

( I )  The Company's Annual Report on Form 10-K for the year ended December 31, 
2000. 
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(2) The Company's Quartcrly Report on Form 10-Q for the quarter cndcd March 31, 
2001. 

( 3 )  

Any documents tiled by the Company pursuant to Sections 13(a), 13(c), 14 or 15(d) of the 
Exchangc Act after the date of this Official Statement and prior to the termination of the offering 
of the sccuritics offered hercby shall bc dceincd to be incorporated by rcfcrcncc in this Official 
statement and to be a part hereof. Any statement contained in a document incorporated or deemed 
to be incorporated by reference herein, or contained in this Official Statcnicnt, shall be dccnicd 
to be modified or superseded for purposes of this Official Statement to the extent that a statement 
contained hcrein or in any other subsequently filed document which also is or is dccmcd to be 
incorporated by reference herein modifies or supcrscdcs such statement. Any such statement so 
modified or superseded shall not be deemed, except as so modificd or supcrscdcd, to constitute 
a part of this Official Statement. 

Financial Strength Ratings of the Insurer 

The rcpoi-t on Form 8-K filed by the Company on January 30, 2001 

Moody's Investors Service, Inc. ("Moody's") rates the financial strcngth of the Insurer 
" Aaa. '8 

Standard Nr Poor's Ratings Scrviccs, a division of Thc McGraw-Hill Companies, Inc. 
("SNrP"), rates thc financial strcngth of the Insurer "AAA. " 

Fitch, Inc. ("Fitch") ratcs the financial strcngth of the Insurer "AAA." 

Each rating of the Insurer should be cvaluakd independently. The ratings reflect thc 
respective rating agency's current assessment of the creditworthiness of thc Insurcr and its ability 
to pay claims on its policics of insurance. Any further explanation as to the significance of the 
above ratings may be obtaincd only from the applicable rating agcncy. 

The above ratings arc not rccommcndations to buy, sell or hold the 2001 Bonds, and such 
ratings may bc subject to revision or withdrawal at any time by the rating agencies. Any 
downward revision or withdrawal of any of the above ratings may havc an adverse effect on the 
market pricc of the 2001 Bonds. The Insurer docs not giiaranty the market pricc of the 2001 
Bonds nor docs it guaranty that the ratings on the 2001 Bonds will not be revised or withdrawn. 
See "Ratings. " 

THE CORPORATION'S OBLIGATION TO PURCHASE 2001 BONDS 

Pursuant to the Tcndcr Agrccmcnt, the Corporation is required to purchase those 2001 
Bonds that arc tendered to the Tcndcr Agcnt but not reniarketcd by the applicable Rcniarkcting 
Agcnt. The Tcndcr Agreement, and the Corporation's obligation thereunder to purchase 2001 
Bonds, will expire upon (i) the change of the intcrcst ratc on thc 2001 Bonds to an Auction Rate, 
(ii) the conversion of thc intcrcst ratc on the 2001 Bonds to Fixed Ratcs, (iii) the provision of an 
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Altcrnatc Liquidity Facility, or (iv) the maturity of thc 2001 Bonds, unlcss terminated as dcscribcd 
hcrcin. 

In the event that at 10:OO A.M. Ncw York tinic three Busincss Days prioi- to any Tcndcr 
and Purchasc Date during thc term of thc Tender Agrccmcnt the amount of funds rcccivcd by thc 
Tender Agent from the applicablc Remarketing Agent, togcthcr with any intcrcst paid to the 
Tcnder Agent, is less than the aggregate principal amount, plus accrucd intcrcst, if- any, of thc 
2001 Bonds to be tendered on such Tcndcr and Purchasc Date, the Tcndcr Agent shall thereupon 
notify the Corporation of such event and of the amount (togethci- with any amount of funds to be 
rcccivcd by the Tender Agcnt from thc applicablc Remarketing Agcnt on such Tender and 
Purchase Date and any interest to be paid to tlic Tender Agent) necessary to pay thc aggrcgate 
principal anxount, plus accrucd interest, if any, of the 2001 Bonds to bc tcndcred, and the 
Corporation shall by 2 3 0  P.M. New York time on the Tender and Purchasc Datc deposit such 
amount with the Tender Agcnt from moneys not then pledged undcr the Indenture. Nothing hcrcin 
shall be dccmed to limit the Corporation's right undcr thc Indenturc to purchase or redeem Bonds, 
including tendered but unrcmarkcted 2001 Bonds, from cligiblc moneys pledged pursuant to the 
Indenture. By 4:30 P.M. New York time on such Tender and Purchase Datc, the Tender Agent 
shall apply the amount so dcpositcd, togcthcr with any amount o l  fiinds madc available to the 
Tender Agent from the applicable Reniarketing Agent on such Tcndcr and Purchasc Date and any 
intcrcst paid to the Tender Agcnt, to the purchase of thc 2001 Bonds duly tcndcred. 2001 Bonds 
in  a principal amount equal to the amount (Icss any accrucd interest) so dcposited by the 
Corporation shall be deemed to havc been purchascd by the Corporation and shall no longer be 
Outstanding undcr the Indcnturc. 

Thc Corporation's obligation to purchase 2001 Bonds pursuant to the Tender Agrecment 
is not a soul-cc of payment for the payment of principal of or intcrcst on the 2001 Bonds. Thc 
obligation of thc Corporation to deposit moneys with thc Tender Agent for the purchase of 2001 
Bonds pursuant to the Tender Agrccmcnt is not securcd by the funds and assets held under the 
Indenture. A failure by the Corporation to purchase 2001 Bonds when and as required by 
the Tender Agreement is riot an Event of Default under the Indenture. No assurance can be 
given that moncys will be available to the Corporation to purchase tendcrcd 2001 Bonds. The 
Corporation may cstabiish lines of crcdit with extcrnal providcrs which may bc used to fund any 
of its obligations, including its obligation to purchasc 2001 Bonds pursuant to thc Tcnder 
Agreement, but has not covcnantcd to establish any such lincs of credit. 

The terms of the Tcndcr Agrecment require the Corporation to maintain the availability of 
funds, in an aggrcgatc aniount at lcast equal to thc outstanding principal amount of the 2001 Bonds 
plus accrucd intercst thcreori at tlic Maximum Rate, from thc following sourccs: (i) investments 
(valued in a manncr that docs not adversely affcct the then-cxisting ratings on the 2001 Bonds) that 
arc not pledged undcr the Indcnturc or pursuant to other bond indcnturcs of the Corporation if the 
2001 Bonds would bc an cligiblc invcstnicnt for the procccds of tlic salc of such investments and 
if such investment in 2001 Bonds would not result in the canccllation of such 2001 Bonds undcr 
then-existing Statc law and (ii) liquidity or crcdit facilitics with financial institutions or othcr 
cntitics which havc short-tcrm ratings which would not adversely affect the then-existing short- 
term ratings on thc 2001 Bonds. 



Prior to the change (if any) of the intcrcst rate on the 2001 Bonds to an Auction Ratc or 
the convcrsion (if any) of the interest rate on thc 2001 Bonds to Fixed Rates, the Corporation 
agrees that i t  shall maintain its obligation to purchase 2001 Bonds pursuant to the Tender 
Agrecnient or furnish onc or more Altcrnate Liquidity Facilitics in  substitution for such 
obligation. Thc Corporation may rcplace onc Altcrnatc Liquidity Facility with anothcr Alternate 
Liquidity Facility. Any Alternate Liquidity Facility shall bc a facility provided by a commercial 
bank or other financial institution and shall contain tcrms which are in all material respects the 
same as or cquivalcnt to those contained in thc Tcnder Agreement except for those terms describcd 
abovc relating to thc maintenance by thc Corporation of the availability of funds. Further, a 
default under an Alternate Liquidity Facility by an Alternate Liquidity Provider is not an 
Event of Default under the Indenture. Thc Corporation shall provide noticc of furnishing or 
replacing an Alternate Liquidity Facility to the Rating Agencies (and thcrein shall request that the 
Rating Agencies review the then current ratings on the 2001 Bonds) and to the owners of the 2001 
Bonds at least 30 days prior thereto. The 2001 Bonds are subject to mandatory tender for 
purchase (with no right to retain) in connection with the dclivery of an Alternate Liquidity Facility. 

On thc datc on which any Alternate Liquidity Facility is dclivcred to the Trustee, the 
Tcnder Agreement or prcdcccssor Alternate Liquidity Facility, as applicable, will automatically 
terminate as to the Series of2001 Bonds for which such Alternate Liquidity Facility was delivered 
without any further action. 

ESTIMATED SOURCES AND USES OF FUNDS 

The estimated sourccs and uses of funds with respect to the 2001 Bonds, after providing 
moneys for certain refundings, replaccincnts and redemptions describcd above and exclusive of 
accrued interest, are expcctcd to be approximately as follows: 

Sources 

Principal Amount of 2001 Bonds 

Uses 

$370,170,000 

Redcinption of 1995 Scrics A Bonds 
Purchase of Availablc Mortgage Loans 
Deposit to 2001 Bonds Accounts 

of Program Obligation Fund 
Dcposit to Debt Service Reserve Account 
Dcposit to Revenue Fund for 

Payment of Costs of Issuance 
Bond Insurance 
Payment of Underwriting Fcc 
TOTAL 

Capitalizcd Intcrcst 
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$160,000,000 
78,164,737 

120,501,929 
8,500,000 

1,333,334 
525,699 
147,760 
996,541 

$370,170,000 



Upon the issuance of the 2001 Bonds, GMRB Selected Mortgage Loans with an 
approximate aggregate principal balance as of June I ,  2001 of $225.83 million will be transferred 
to the Program Obligation Fund and thereupon be subject to the lien and pledge of the Indenture. 

THE 2001 BONDS 

Genera 1 

The 2001 Bonds, other than Auction Bonds, initially shall be dated the date of the first 
delivery by the Corporation of fully executed and authenticated 2001 Bonds and shall bear interest 
from such date at the Effective Rate determined by the applicable Remarketing Agent. The 2001 
Bonds will mature on the dates and in  the amounts set forth on the inside cover pagc. The 2001 
Bonds will bear interest at a Daily Rate, Weekly Rate, Monthly Rate, Quarterly Rate, Semiannual 
Rate or Auction Rate, unless such 2001 Bonds are Converted, in which case such Converted 2001 
Bonds shall bear intcrcst at Fixed Interest Rates until their respective maturities or prior 
redemption. The 2001 Bonds initially shall bear interest at a Weekly Rate. Interest on the 2001 
Bonds will bc payable on the dates set forth on the cover page. 

During a Mode Period other than an Auction Mode Period or a Semiannual Mode Period, 
interest accrued on the 2001 Bonds shall be computed on the basis of a 365-day year or 366-day 
year, as applicable, for the number of days actually clapscd. During an Auction Mode Period 
(other than a six month Auction Mode Period), interest accrued on the 2001 Bonds shall be 
computcd on the basis of a 360-day ycar for the number of days actually elapsed and interest for 
each six-month Auction Modc Period shall be computed on the basis of a 36O-day year consisting 
of twelve 30-day months. During a Semiannual Mode Period or on and after the Convcrsion Date, 
intcrcst acerucd on the 2001 Bonds or Converted 2001 Bonds shall be computed on the basis of 
a 360-day year, consisting of twelve 30-day months. 

The 2001 Bonds will be available in dcnoininations of (i) during any Mode Period other 
than an Auction Mode Period or a Semiannual Modc Period, $100,000 principal amount and 
integral multiples of$5,000 in excess of $100,000; (ii) during an Auction Modc Period, $25,000 
principal aniount and integral multiples of $5,000 in excess of $25,000; and (iii) during a 
Semiannual Mode Period or on and after the Conversion Date, $5,000 principal amount and 
integral multiples thereof. 

2001 Bonds bearing interest at an Auction Rate are herein referred to as "Auction Bonds." 
See "Auction Bonds" herein and Appendix D for a more detailed description of Auction Bonds, 
interest rate determination procedures and other relevant information relating thereto. 

Any Holder of 2001 Bonds, other than Auction Bonds, has the option of tendering the 
Bonds to the Tender Agent in accordance with the provisions of the 2001 Series AIBICID 
Supplemental Indenture as described under "Description of the 2001 Bonds" below. Auction 
Bonds are not subject to tender at the option of the Holders thereof. Pursuant to the Tender 
Agreement, the Corporation has the obligation to purchase, under certain conditions and from time 
to time, 2001 Bonds (other than Auction Bonds) tendered or deemed tendered to the Tender Agent, 
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as described in the "Mode Chart for 2001 Bonds" appearing on page (i), which tendered 2001 
Bonds are not rcmarkctcd. 

Refcrcncc is hcrcby iiiade to the "Mode Chart for 2001 Bonds" appearing on page (i) for 
a summary of certain provisions relating to the 2001 Bonds, with such provisions inore fully 
described herein. For additional inforiliation with respect to the 2001 Bonds, scc also "Description 
of the 2001 Bonds" bclow and Appendix F. 

No transfer or exchange of any 200 1 Bond will be required to bc made during thc five days 
preceding any date cstablishcd by the Trustee for the selection of 2001 Bonds for redemption. 

The 2001 Bonds arc being issued only as fully rcgistcrcd bonds without coupons, in  book- 
entry form only, registered in the nanic of Ccdc & Co., as registered owner and nomincc for The 
Depository Trust Company, New York, New York ("DTC"), which will act as securities 
depository for thc 2001 Bonds. U.S. Bank Trust National 
Association is the Trustee. 

Scc "Book Entry Only" below. 

Redemption 

Sinking Fiirrd Redentptioii 

The 2001 Term Bonds arc subject to mandatory redemption i n  part from sinking fund 
installments, a t  100% of the principal aiiiotuit thereof, plus accrued interest, on the rcspcctivc 
dates and in the rcspcctivc principal amounts set forth below: 
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Sinking Fund Payments 

Date 

December I ,  2001 
June 1, 2002 
Dccciuber 1, 2002 
Junc 1. 2003 
Dccemhcr 1, 2003 
June 1, 2004 
Deccmbcr 1, 2004 
Junc 1, 2005 
Dccemhcr 1, 2005 
Julie I ,  2006 
Dccciiiher 1, 2006 
Junc I ,  2007 
Deccmbcr 1, 2007 
Junc 1, 2008 
Deccmbcr 1, 2008 
June 1, 2009 
Dccemhcr 1, 2009 
June 1 ,  2010 
Dccemhcr I ,  2010 
Junc 1, 201 1 
December I ,  201 I 
June I ,  20 12 
Dcccniher 1, 70 12 
June 1, 2013 
Dcccnihcr 1, 2013 
June 1. 2014 

2001 Series A 
Term Bonds 

Maturing 
December 1. 2030 

E 500,000 
705,000 
720,000 
735,000 
745,000 
770,000 
780,000 
795,000 
8 15,000 
825,000 
845,000 
860,000 
880,000 
895,000 
970.000 
930,000 
950,000 
960,000 
995,000 

1,010,000 
1,030,000 
1,050,000 
1,070,000 
1,090,000 
1,115,000 
1,135,000 

2001 Series B 
Term Bonds 

Maturing 
December 1, 2030 

$ 620,000 
855,000 
885,000 
900,000 
9 10,000 
935,000 
955,000 
975,000 
990,000 

I,010,000 
1,035,000 
1,055,000 
1,070,000 
1,095,000 
1,120,000 
1,140,000 
1,16S,000 
1,175,000 
1,210,000 
1,235,000 
1,255,000 
1 ,285,000 
1,3 15,000 
1,325,000 
1,365,000 
1,390,000 
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2001 Series C 
Term Bonds 

Maturing 
December 1, 2032 

$ 110,000 
245,000 
2 15,000 
530,000 
550,000 
570,000 
590,000 
610,000 
630,000 
655,000 
680,000 
700,000 
730,000 
750,000 
780,000 
810,000 
835,000 
865,000 
895,000 
925,000 
960,000 
995,000 

1,030,000 
1,065,000 
1,105,000 
1,140,000 

2001 Series D 
Term Bonds 

Maturing 
December 1, 2032 

E 115,000 
240,000 
220,000 
530,000 
550,000 
565,000 
590,000 
610,000 
635,000 
655,000 
675,000 
705,000 
775,000 
755,000 
780,000 
805,000 
835,000 
865,000 
895,000 
930,000 
960,000 
995,000 

1,030,000 
1,065,000 
1,100,000 
1,145,000 



Sinking Fund Payments (cont'd) 

Date 

Dcccmbcr 1 ,  2014 
June 1,  2015 
December 1 ,  2015 
June 1, 2016 
Dcccmbcr 1, 20 16 
June I ,  2017 
Dcccmbcr 1, 2017 
June 1, 2018 
December 1, 201 8 
June 1 ,  2019 
December 1, 201 9 
June 1, 2020 
December 1, 2020 
June 1, 2021 
December 1, 2021 
June 1, 2022 
December 1, 2022 
June 1, 2023 
December 1, 2023 
June 1, 2024 
December 1 ,  2024 
&ne I ,  2025 
December 1 ,  2025 
June 1 ,  2026 
December I ,  2026 
June 1, 2027 

2001 Series A 
Term Bonds 

Maturing 
December 1. 2030 

1,160,000 
1,180,000 
1,205,000 
1,235,000 
1,255,000 
1,275,000 
1,305,000 
1,335,000 
1,365,000 
1,380,000 
1,410,000 
1,445,000 
1,465,000 
1,505,000 
1,525,000 
1,560,000 
1,590,000 
1,620,000 
1,660,000 
1,685,000 
1,725,000 
1,755,000 
1,790,000 
1,830,000 
1,865,000 
1,900,000 

2001 Series B 
Term Bonds 

Maturing 
December 1, 2030 

I ,4 15,000 
1,445,000 
1,475,000 
1,505,000 
1,530,000 
1,560,000 
1,600,000 
1,625,000 
1,665,000 
1,690,000 
1,720,000 
1,770,000 
1,795,000 
1,835,000 
1,870,000 
1,900,000 
1,940,000 
1,985,000 
2,025,000 
2,065,000 
2,105,000 
2,150,000 
2,185,000 
2,235,000 
2,275,000 
2,325,000 
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2001 Series C 
Term Bonds 

Maturing 
December 1. 2032 

1,185,000 
1,225,000 
1,270,000 
1,315,000 
1,340,000 
1,355,000 
1,405,000 
1,450,000 
1,505,000 
1,560,000 
1,6 15,000 
1,670,000 
1,735,000 
1,790,000 
1,860,000 
1,925,000 
1,990,000 
2,065,000 
2,135,000 
2,2 15,000 
2,290,000 
2,375,000 
2,460,000 
2,550,000 
2,635,000 
2,735,000 

2001 Series D 
Term Bonds 

Maturing 
December 1, 2032 

I ,  180,000 
1,225,000 
1,270,000 
1,3 I5,000 
1,345,000 
1,355,000 
1,400,000 
1,455,000 
1 ,505,000 
1,555,000 
1,615,000 
1,675,000 
1,730,000 
1,795,000 
1,855,000 
1,925,000 
1,995,000 
2,060,000 
2,140,000 
2,210,000 
2,295,000 
2,375,000 
2,460,000 
2,545,000 
2,640,000 
2,730,000 



Sinking Fund Payments (cont'd) 

2001 Series A 2001 Series B 2001 Series C 2001 Series D 
Term Bonds Term Bonds Term Bonds Term Bonds 

Maturing Maturing Maturing Maturing 
Date December 1, 2030 December 1, 2030 December 1, 2032 December 1, 2032 

December 1, 2027 
June 1, 2028 
December 1, 2028 
June 1, 2029 
December 1, 2029 
June 1, 2030 
December 1, 2030 
June 1, 2031 
December 1, 2031 
June 1, 2032 
December 1, 2032 

?Stated maturity. 

1,945,000 2,375,000 2,830,000 
1,970,000 2,4 15,000 2,930,000 
2,020,000 2,465,000 3,035,000 
2,060,000 2,s 15 ,000 3,135,000 
2,100,000 2,565,000 3,245,000 
2,145,000 2,620,000 3,345,000 
2,190,0001 2,675, 0001 3,440,000 

3,500,000 
3,155,000 
2,300,000 
2,460,0001 

2,830,000 
2,935,000 
3,030,000 
3,140,000 
3,240,000 
3,350,000 
3,435,000 
3,505,000 
3,150,000 
2,300,000 
2,460, 0001 
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Any redemption (other than a mandatory redemption from sinking fund installments) of 
2001 Bonds that are Term Bonds of a particular maturity will be credited against future sinking 
fund installment amounts for such maturity (i) on a reasonably proportionate basis or (ii) on such 
other basis as shall be directed by the Corporation upon filing of a Bond Coverage Certificate 
demonstrating Bond Coverage after giving effect to any such crediting. 

Optional Redemption 

Prior to their Conversion, the 2001 Bonds are subject to redemption, on any Effective Rate 
Date, in whole or in part, of any maturity as directed by the Corporation, at the option of the 
Corporation, from any source of funds, at 100% of the principal amount thereof, plus accrued 
interest. 

Selection of Bonds for  Redemption; Purchase in Lieu of Redemption 

The General Indenture provides that unless otherwise provided in an Authorizing 
Indenture, the Bonds of a Series shall be rcdecmed (i) on a pro rata basis (which is defined in the 
Indcnture as a reasonably proportionate basis from among all then existing maturities of the Bonds 
of such Series, such basis to be determined as nearly as practicable by multiplying the total amount 
available by the ratio which the principal amount of the Bonds Outstanding in each maturity of 
such Series bears to the principal amount of all the Bonds of such Series then Outstanding) from 
all maturities of the Outstanding Bonds of such Series or (ii) on such other basis as shall be 
directed by the Corporation upon filing of a Bond Covcrage Certificate demonstrating Bond 
Coverage after giving effect to such redemption. The General Indenture provides that if less than 
all the Bonds of a particular maturity of a Series arc to bc iedecmed, the particular Bonds of such 
maturity of such Series to be rcdecmed will be selected by thc Trustee by lot, using such method 
of selection as it deems proper in its discretion. 

In lieu of redeeming Bonds, the Corporation may from time to time, prior to notice of 
redemption, purchase Bonds from moneys held for redemption of Bonds, provided that such 
purchase may not be at a price in excess of the principal amount thereof, plus accrued interest, 
except as otherwise provided in the Indcnture. Following purchase, such Bonds will be canceled. 

Notice of Redemption 

Notice of the redemption, identifying the 2001 Bonds or portion thereof to be redeemed, 
will be given by thc Trustee by mailing a copy of the redemption notice by first class mail (postage 
prepaid) not more than 60 days and not less than 30 days prior to the redemption date to the 
registered owner of each 2001 Bond to be redeemed in whole or in part at the address shown on 
the registration books maintained by the Trustee. Pursuant to the Indenture, neither failure to 
receive any redemption notice nor any defect in such redemption notice shall affect the sufficiency 
of the proceedings for such redemption and failure by the Trustee to deliver such notice of 
redemption of the Bonds at the times required in the Indenture shall not impair the ability of the 
Trustee and the Corporation to effect such redemption. 
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Description of the 2001 Bonds 

See Appendix F for the definitions of certain capitalized terms with respcct to thc 2001 
Bonds. Reference is also made to the "Mode Chart for 2001 Bonds" appearing on page (i) for a 
description of certain of the terms defined below. 

Interest on the 2001 Bonds other tharr Auction Bonds Prior to Conversion 

From the date of initial authentication and delivery of the 2001 Bonds to and including the 
day preceding the next Effective Rate Date, thc 2001 Bonds shall bear interest at the Weekly Rate 
determined in advance by the applicable Remarketing Agent. Thereafter, in each case, thc 2001 
Bonds (other than Auction Bonds) shall bear interest, commencing on thc Effective Rate Date 
based on thc current Mode, at the rate determined by thc applicable Remarketing Agent for thc 
new Effective Rate Period. In no event shall the interest rate borne by such 2001 Bonds exceed 
the Maximum Rate. 

From time to time, by notice to the Notice Parties and as required under the 2001 Series 
AIBICID Supplemental Indenture, the Corporation may designate a new Mode Period with respect 
to all or any portion of a Series of thc 2001 Bonds. Change to a Daily Mode Period requires 
Confirmation from the Rating Agencies that such change, in and of itsclf, will not adversely affect 
the rating on the Bonds without regard to any bond insurance or other form of credit enhancement 
that may then be in effect. During each Mode Period, the Effective Rate shall be that rate which, 
in the determination of the applicable Remarketing Agent, would result as nearly as practicable 
in the markct value of the 2001 Bonds (other than Auction Bonds) on the Effective Rate Datc bcing 
100% of the principal amount thereof, and which shall not exceed the Maximum Rate. 

The applicable Remarketing Agcnt, in  determining the Effective Rate, shall take into 
account to the extent applicable ( 1 )  market interest rates for comparable securities held by 
tax-exempt or taxable (as applicable) open-end municipal bond funds or other institutional or 
private investors with substantial portfolios (a) with interest rate adjustmcnt periods and demand 
purchase options substantially identical to the 2001 Bonds, (b) bearing interest at a variable rate 
intended to maintain par value, and (c) rated by a national credit rating agency in the same 
category as the 2001 Bonds; (2) other financial markct rates and indices that may have a bearing 
on thc Effective Rate (including, but not limited to, rates borne by commercial paper, Treasury 
Bills, commercial bank prime rates, ccrtificatc of deposit rates, federal fund rates, the London 
Interbank Offered Rate (LIBOR), indices maintained by The Bond Buyer, and other publicly 
available tax-exempt or taxable (as applicable) interest rate indices); (3) general financial markct 
conditions; and (4) factors particular to the Corporation and the 2001 Bonds. 

The determination by the applicable Rcmarketing Agent of the Effective Rate to be borne 
by the 2001 Bonds (other than Auction Bonds) shall be conclusive and binding on the Holders of 
such 2001 Bonds and the other Notice Parties except as provided in  the Indenture. Failure by the 
applicable Remarketing Agent or the Trustee to give any notice required under the Indenture, or 
any dcfect in such notice, shall not affect the interest rate borne by the 2001 Bonds or the rights 
of the Holders thereof. 



If for any rcason the position of applicable Remarketing Agent is vacant or the applicable 
Remarketing Agent fails to act, thc Variable Rate Tax-Exempt Bonds shall automatically hear 
interest i n  a Weekly Mode Period with the intcrcst ratc reset on a weekly basis at the lesser of (i) 
the TBMA Index plus 0.25% or (ii) the Maximum Rate. SCC Appendix F. 

If for any reason the position of applicahlc Rcmarkcting Agent is vacant or the applicable 
Rcniarkcting Agent fails to act, the Variable Ratc Taxablc Bonds shall automatically hear intcrcst 
in a Weekly Mode Period with the interest rate resct on a weekly basis at the lcsser of (i) Seven- 
Day LIBOR plus I %  or (ii) thc Maximum Rate. 

Optional Tender 

Holders of the 2001 Bonds, other than Auction Bonds and Fixed Rate Bonds, may elect 
to tender such 2001 Bonds, which, if so tendered upon proper notice at the times and in the 
manner set forth in the "Mode Chart for 2001 Bonds" appearing on page (i), will he purchased 
on the next Effective Ratc Datc (or, in thc casc of 2001 Bonds in a Weekly Mode, on the purchase 
date specified in the Tcndcr Noticc) at a pricc equal to 100% of the principal amount thereof plus 
accrued interest. Such notice of optional tcndcr for purchase of 2001 Bonds by the Holders 
thereof will be irrevocable once such notice is given to the applicable Rcmarketing Agent while 
in a Daily, Weekly or Monthly Mode Period (in which cvent the applicable Remarketing Agent 
shall promptly notify the Tender Agent of receipt of such notice), or the Tender Agent while in 
a Quarterly or Semiannual Mode Period, as directed in the 2001 Series NBICID Supplemental 
Indenture and described in the "Mode Chart for 2001 Bonds" appearing on page (i). 

Holders of the 2001 Bonds in an Auction Mode Period may not elect to tcnder their 2001 
Bonds. The 2001 Bonds shall he subject to mandatory tcndcr for purchasc as described below. 

Mandatory Tender 

The 2001 Bonds are subject to mandatory tcndcr for purchase (with no right to retain) (i) 
on each related Mode Change Date, (ii) with respect to a Liquidity Expiration Event, on a date not 
less than 5 days prior to the scheduled expiration of the Liquidity Facility, (iii) on each related 
Change Datc, (iv) on any related Conversion Datc, and (v) on each date specified by the 
Corporation in connection with the delivery of an Altcrnatc Liquidity Facility (cach a "Mandatory 
Tcndcr Datc"), at a purchase pricc cqual to 100% of thc principal amount thereof plus accrued 
intcrcst. Upon any such evcnt, the Trustee promptly shall deliver a noticc of mandatory tcndcr 
to Holders stating thc reason for the mandatory tcndcr, the date of mandatory tcndcr, and that all 
Holders of 2001 Bonds subjcct to such mandatory tender shall be dcemcd to have tendered their 
200 1 Bonds upon such datc. 

On cach datc on which 2001 Bonds (othct- than Auction Bonds) arc rcquircd to hc 
purchascd, thc applicahlc Remarketing Agent shall use its hcst cfforts as described hcrcin to sell 
such 2001 Bonds at an Effcctivc Rate that results as ncarly as practicable in the pricc being 100% 
of the principal amount thereof. In the cvent thc applicablc Rcmarkcting Agent is unahlc to 
remarket the 2001 Bonds so tendered, thc Corporation will purchase such Bonds i n  accordance 
with the Tender Agrccment. See "The Corporation's Obligation to Purchase 2001 Bonds." 
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This paragraph is applicable only if the book-entry system has been disconlinued and 
replacement bonds have been issued or if DTC has exercised its option to surrender and exchange 
its 2001 Bond certificates. Any 2001 Bond not tendered and delivered to the Tender Agent on or 
prior to its Mandatory Tender Date ("Untendcred Bonds"), for which thcrc have been irrevocably 
deposited in trust with the Trustee the purchase price equal to the principal amount of such 2001 
Bonds plus accrued interest shall bc deemed to have been tendered and purchased on such 
Mandatory Tender Date. Holders of Untendercd Bonds shall not be entitled to any payment 
(including any interest to accrue on or after the Mandatory Tender Date) other than the principal 
amount of such UntcndciuJ Bonds, plus accrued intcrcst to the day preceding the Mandatory 
Tender Date, and said Holders shall no longer bc entitled to the benefits of the Indenture, except 
for the purpose of payment of the purchase price. Bond certificates will he issued in place of 
Untcndcrcd Bonds pursuant to the Indenture and, after the issuance of the replacement 2001 Bond 
certificates, such Untendcrcd Bonds will be deemed purchased, canceled, and no longer 
Outstanding under the Indenture. 

Coitver.sion to a Fixed Interest Rate 

The 2001 Series A/B/C/D Supplcnicntal Indenture provides that the Corporation has the 
option to Convert all or a portion of the 2001 Bonds on any Effective Rate Date to Fixed Interest 
Rates, in accordance with the Indentui-c and as described herein. Prior and as a condition to the 
Conversion of any of the 2001 Bonds, thc Trustee must deliver a notice to the Holtlers thereof 
specifying the Conversion Date, which Date shall be not less than 30 days following the receipt 
of such notice. No Fixed Interest Ratc shall be cstablishcd with rcspcct to the 2001 Series A and 
B Bonds unless, on or bcforc the Ratc Determination Date for such Fixed Interest Rate Period, 
Counsel's Opinion has been delivered to the Trustee to the effect that such Conversion to a Fixed 
Intcrcst Ratc, i n  and ofitsclf, will not adversely affect the cxclusion ofintcrcst on the 2001 Scrics 
A and B Bonds fi-om gross income for federal income tax porposcs. If less than all of the Auction 
Bonds of a Series arc to bc Converted, no such partial conversion shall causc thc outstanding 
principal amount of such Auction Bonds to be less than $10,000,000 without the approval of the 
Broker-Dealers and any remaining Auction Bonds shall be in integral multiples of $25,000. 
Unless and until such conditions for Conversion are satisfied, the 2001 Bonds shall continue to 
bear interest at the Effective Rate. 

Desigriation of Subseries Upoit Conversion 

On any Conversion Date, all such 2001 Bonds subject to such Conversion on such 
Conversion Date shall automatically, upon such Conversion, bear a subscries designation 
dctcrniincd by the Corporation and the Trustee. Such rcdcsignations shall continue until all 
Outstanding 2001 Bonds shall have been Converted to Fixed Intcrcst Rates. 

After Coitversiorr 

Any 2001 Bonds that arc Converted will bear interest at Fixed Interest Rates dctcrinincd 
upon such Conversion until the maturity or prior redemption thereof. The applicable Rcniarketing 
Agent shall determine the Fixed Interest Rates as those rates which, in the determination of the 
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applicable Remarketing Agent, would result as nearly as practicable in the market value of the 
Converted 2001 Bonds on the Conversion Date being 100% of the principal amount thereof. 

Auction Bonds 

The following contains certain information pertaining to Auction Procedures and certain 
other matters. It does not purport to be completc and is qualified in its entirety by reference to 
the Auction Procedures and related matters set forth in Appendix D. 

Interest 

Auction Bonds will bear interest for each Auction Period at the Auction Rate. The Auction 
Rate applicable to the Auction Bonds will equal the Auction Rate determined for each Auction 
Pcriod in accordance with the Auction Procedures as described in Appendix D. 

Each %-day Auction Period generally begins on a Thursday and ends on the fourth 
Wednesday thereafter. Each seven-day Auction Period generally begins on a Thursday and ends 
on the next Wednesday. The Auction Periods may change as provided in the 2001 Series 
A/B/C/D Supplemental Indenture. Interest for each seven-day, 28-day and 35-day Auction Period 
will be computed on the basis of a 360-day year for the number of days actually elapsed. Interest 
for each six-month Auction Period will be computed on the basis of a 360-day year consisting of 
twelve 30-day months. 

Notwithstanding the foregoing provisions, (i) if the Auction Agent shall have failed to 
determine the Auction Rate for any Auction Pcriod (including the circumstance where there is no 
Auction Agent or Biokci-Dealer), the Auction Rate for such Auction Pcriod shall be the No 
Auction Rate detcrmincd for such Auction Peiiod; (ii) if a failure to pay principal, interest or 
premium on any Auction Bond when due shall have occurred, the Auction Rate for the Auction 
Period during which such failure shall have occurred and each Auction Period thereafter 
commencing prior to the date on which such failure shall have ceased to be continuing shall be the 
Default Rate for such Auction Period; and (iii) in the event of a failed conversion to another 
Auction Rate or a Fixed Interest Rate, the Auction Bonds will automatically convert to an Auction 
Pcriod in a Seven Day Auction Mode and bear interest at the Maximum Rate for the next Auction 
Period. 

Auction Agent 

The Trustee will enter into the Auction Agreement with an Auction Agent, who, as Agent 
for the Corporation, shall perform the duties of Auction Agent. The Auction Agreement will 
provide, among other things, that the Auction Agent will determine the Auction Rate for each 
Auction in accordance with the Auction Procedures. 

Auction Date 

An Auction to determine the interest rate with respect to the Auction Bonds for the next 
succeeding Auction Period will be held on the Business Day next preceding such Auction Period. 
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Master Piirchaser's Letters 

As a condition to purchasing Auction Bonds, in any Auction or otherwise, each prospective 
purchaser of Auction Bonds is requircd to sign and dclivcr to a Brokcr-Dcalcr (who will deliver 
copies thcrcof to thc Auction Agcnt) a lcttci (a "Master Purchaser's Letter") in thc foim included 
in Appendix E. 

Each prospcctivc purchascr of Auction Bonds should ask its Broker-Dealer whether such 
prospcctivc purchascr should sign a Master Purchaser's Letter. If the Broker-Dealer submits 
Orders for such prospcctivc purchascr listing the Broker-Dealer as the Existing Owner or the 
Potential Owner, a Master Purchascr's Lcttcr signed by such prospective purchaser iiiay not be 
required. 

THE FORM OF THE MASTER PURCHASERS LETTER IS INCLUDED IN THIS 
OFFICIAL STATEMENT AS APPENDIX E. EXECUTION BY A PROSPECTIVE 
PURCHASER OR ITS BROKER-DEALER OF A MASTER PURCHASERS LETTER IS NOT 
A COMMITMENT TO PURCHASE AUCTION BONDS IN THE OFFERING BEING MADE 
HEREBY OR IN ANY AUCTION, BUT IS A CONDITION PRECEDENT TO PURCHASING 
AUCTION BONDS. 

Orders by Existing Owners arid Potential Owners 

The procedure for submitting orders prior to the Submission Dcadlinc on each Auction 
Date is described in Appendix D, as are the particulars with regard to thc dctcrmination of thc 
Auction Rate and the allocation of Auction Bonds. 

Amendment of Aiictiort Procedures 

The provisions of the 2001 Series A/B/C/D Supplemental Indcnturc concerning the Auction 
Procedures, including without limitation thc definitions of Default Rate, Maximum Rate (as it 
relates to Auction Bonds), Minimum Rate, Auction Indcx, Auction Multiple and Auction Rate, 
may be amended by obtaining the consent of the Insurer and the beneficial owners of all Auction 
Bonds affected by such amendment. If on the first Auction Date occurring at least 20 days after 
the date on which the Auction Agent mailed noticc to thc rcgistcrcd owners of the Auction Bonds 
affected by such amendment, Sufficient Clearing Bids havc bccn rcccived 01 all of the Auction 
Bonds affected by such amcndmcnt arc stibjcct to Submitted Hold Orders, the pioposcd 
amendment shall be dcemed to have been consented Lo by thc bcncficial owners of all Auctlon 
Bonds affected by such amendment. 

Changes to the Auction Pcriod and the Auction Date do not requirc thc amendment of the 
Auction Procedures or any consents of the beneficial owners of the Auction Bonds. 

Conversion of Aiiction Bonds 

The Trustee at the request of thc Corporation may dircct that all 01 a portion of the Auction 
Bonds be converted to bear interest at a different Auction Rate or a Fixed Interest Rate provided 
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that the aggregate principal amount of any Auction Bonds not so converted is a multiple of 
$25,000; and provided, further, that no such partial conversion shall cause thc outstanding 
principal amount of any Auction Bonds of a Series to be less than $10,000,000 without thc 
approval of the Broker-Dealer. On the conversion date applicahlc to thc Auction Bonds to he 
convcrtcd, the Auction Bonds to bc convcrtcd shall bc subject to mandatory tender at a purchasc 
pricc equal to 100% of the principal amount thcrcof, plus accrued intcrest subject to and in 
accordance with thc Bonds; provided, howcvcr, that in the cvcnt of a failcd conversion, thc 
Auction Bonds will not be subject to mandatory tcndci-, will bc returned to their owners, will 
autoniatically convcrt to an Auction Pcriod in  thc Scvcn Day Auction Mode and will bear interest 
at the Maximum Ratc for thc ncxt Auction Period. 

Mandatory Tender for  Piircliase of Auctiorz Bonds 

On the conversion date for any Auction Bonds selected for conversion from one Auction 
Mode to another Auction Mode or from thc Auction Modc Period to any other Mode Period or 
to a Fixed Interest Rate, all such Auction Bonds then Outstanding shall be subject to mandatory 
tender for purchase at a purchase price equal to the principal amount of such Auction Bonds plus 
accrucd interest. Auction Bonds to he tendered for purchase arc required to he dclivcrcd by thc 
owncrs thcrcof to thc Trustce (together with necessary assignments and cndorscmcnts) on or prior 
to thc conversion date applicable to such Auction Bonds. 

Any Auction Bonds, or portions thereof that arc not dclivcrcd as required by the Indcnture 
(the "Untendered Auction Bonds"), for which moncys have been irrevocably deposited i n  trust 
with the Trustce, shall he deemed to have been delivered for purchase to thc Trustee, and the 
owners of such Untendercd Auction Bonds shall not hc cntitlcd to any benefits of the Bonds other 
than the payment of the purchase price, and interest shall cease to accruc on such Untcndcrcd 
Auction Bonds as of thc convcrsion datc. 

Special Considerations for  Pzrrchnsers of Airctiorz Bonds 

The ability of any holder of Auction Bonds to sell such Auction Bonds in any auction is 
directly contingent upon thc Auction Agcnt' s receipt of Sufficient Clcaring Bids. If Sufficient 
Clearing Bids are not received, Submitted Orders will be acccptcd or rejected as summarized in 
Appcndix D under the heading "Allocation of Auction Bonds." The obligation of thc Corporation 
to purchase 2001 Bonds under the Tcndcr Agreement docs not apply to Auction Bonds. 

The Bond provisions concerning the Auction Procedures and related definitions may hc 
amcndcd by obtaining thc consent of thc Insurcr and thc bcncficial owncrs of all Auction Bonds 
affected by such amcndmcnt. Thc consent of thc hcnclicial owncrs affected by such amendnicnt 
may be deemed to havc been given undcr ccrtnin circumstances. Scc "Auction Bonds - 
Amcndmcnt of Auction Proccdurcs" hcrcin, and "Misccllancous Provisions" in Appendix D. 

The Auction Agcnt may resign from its dutics as Auction Agent by giving a t  least 90 days' 
noticc, or 30 days' noticc t has not hccn paid, to cach Broker-Dealer, thc Corporation, thc 
Insurer and the Trustee. Thc Broker-Dealer Agrcenicnt will provide that the Broker-Dealer 
thereunder may resign upon fivc Business Days' notice or immcdiatcly, in certain circumstanccs, 
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and will not require, as a condition to the effectiveness of such resignation, that a replacement 
Broker-Dealer be in place. For any Auction Period during which there is no duly appointed 
Auction Agent, or during which there is no duly appointed Broker-Dealer, it will not be possible 
to hold Auctions, with the result that the interest rate on the Auction Bonds will be the No Auction 
Rate. 

The bcnclicial owner of any Auction Bonds niay sell, transfer or dispose of Auction Bonds 
only pursuant to a Bid 01 Sell order placed in an Auction or through a Broker-Dealer who advises 
the Auction Agent of such transfer. 

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

Book Entry Only 

General 

The 2001 Bonds will be issued as fully-registered bonds in the name of Cede & Co., as 
nominee of DTC, as registered owner of the 2001 Bonds. Purchasers of such Bonds will not 
receive physical delivery of bond certificates. For purposes of this OfTicial Statement, so long as 
all of the 2001 Bonds are immobilized in the custody of DTC, references to holders or owners of 
2001 Bonds (e,rcept under "Tax Matters") mean DTC or its nominee. 

The information in this section concerning DTC and the DTC book-entry system has 
been obtained from DTC, and neither the Corporation nor the Underwriters take 
responsibility for the accuracy or completeness thereof. 

DTC will act as securities depository for thc 2001 Bonds. The 2001 Bonds will he issued 
as fully-registered securities i n  the name of Cede & Co., DTC's partnership nominee ("Cede") or 
such other name as niay be rcquestcd by an authorized representative of DTC. One fully-registered 
2001 Bond certificate will be issued for each maturity of each Scrics thereof set forth on the inside 
cover page in the aggregate principal amount of each such maturity, and will be deposited with 
DTC. 

DTC is a limited-purpose trust company organized under the New York Banking Law, a 
"banking organization" within the meaning of the New York Banking Law, a member of the 
Federal Rcscrvc Systcni, a "clearing corporation" within the mcaning of the New York Uniform 
Commercial Code and a "clearing agency" registered pursuant to the provisions of Section 17A 
of the Securities Exchange Act of 1934. DTC holds securities that its participants ("Participants") 
deposit with DTC. DTC also facilitates the settlement among Participants of securities 
transactions, such as transfers and pledges, in  deposited securities through clectronic coiiiputerized 
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.n Participants' accounts, thereby eliminating the need for physical movement 
-,,,cs Certificates. Direct Participants include securities brokers and dealers, banks, trust 

companies, clearing corporations, and certain other organizations. DTC is owned by a number of 
its Direct Participants and by the New York Stock Exchange, Inc., the American Stock Exchange 
LLC, Inc., and the National Association of Securities Dealers, Inc. Access to the DTC system is 
also available to others such as sccurities brokers and dealers, banks, and trust companies that 
clcar through or maintain a custodial relationship with a Direct Participant, either directly or 
indirectly ("Indirect Participants"). The Rules applicable to DTC and its Participants are on file 
with the Securities and Exchange Commission. 

Purchases of 2001 Bonds under the DTC system must be made by or through Dircct 
Participants, which will receive a credit for the 2001 Bonds on DTC's records. The ownership 
interest of each actual purchaser of each 2001 Bond ("Beneficial Owner") is in turn to be recorded 
on the Direct and Indirect Participants' rccords. Beneficial Owncrs will not receive written 
confirmation from DTC of their purchase, but Beneficial Owners are cxpccted 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 thc 
transaction. Transfers of ownership interests in the 2001 Bonds are to be accomplished by entries 
made on the books of Participants acting on behalf of Beneficial Owncrs. Beneficial Owners will 
not receive certificates representing their ownership interests in 2001 Bonds, except in  the event 
that use of the book-cntry system for the 2001 Bonds is discontinucd. 

To facilitate subsequent transfers, all 2001 Bonds deposited by Participants with DTC arc 
registered in the name of DTC's partnership nominee, Ccdc or such other name as may be 
requested by an authorized representative of DTC. The dcposit of 2001 Bonds with DTC and their 
registration in the nanic of Cedc or such other nominec do not effect any change in beneficial 
owncrship. DTC has no knowledge of the actual Beneficial Owners of thc 2001 Bonds; DTC's 
rccords reflect only the identity ofthc Direct Participants to whose accounts such 2001 Bonds arc 
credited, which may or may not be the Benelkial Owners. The Participants will remain 
responsible for keeping account of their holdings on behalf of their customers. 

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

Redemption notices shall be sent to DTC. If less than all of a maturity of a Series of the 
2001 Bonds is being redeemed, DTC's practice is to determine by lot the amount of the interest 
of each Direct Participant in such maturity to be redeemed. 

Neither DTC nor Cede (nor such other DTC nominee) will consent or vote with respect 
to 2001 Bonds. Under its usual procedures, DTC mails an Omnibus Proxy to the Corporation as 
soon as possible after the record date. The Omnibus Proxy assigns Cede's consenting or voting 
rights to those Direct Participants to whose accounts the 2001 Bonds are credited on the record 
date (identified in a listing attached to the Omnibus Proxy). 
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Payments of principal of and interest on the 2001 Bonds will be made to Cede, or . 
other nominee as may be requested by an authorized representative of DTC. DTC"s practice ir. 
to credit Direct Participants' accounts, upon DTC's receipt of funds and corresponding detail 
information from the Corporation 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 nanic," and will be the 
responsibility of such Participant and not of DTC, the Trustee, or the Corporation, subject to any 
statutory or regulatory requirements as niay be in effect from time to time. Payment of principal 
and interest to Cede (or such other nominee as may he requested by an authorized rcprcscntativc 
of DTC) is the responsibility of thc Trustee or the Corporation, disbursement of such payrncnts 
to Direct Participants shall be the responsibility of DTC, and disbursement of such payments to 
the Beneficial Owners shall be the responsibility of Direct and Indirect Participants. NEITHER 
THE CORPORATION NOR THE TRUSTEE WILL HAVE ANY RESPONSIBILITY OR 
OBLIGATION TO SUCH PARTICIPANTS, TO THE PERSONS FOR WHOM THEY ACT AS 
NOMINEES WITH RESPECT TO THE 2001 BONDS, OR TO ANY BENEFICIAL OWNER 
IN RESPECT OF THE ACCURACY OF ANY RECORDS MAINTAINED BY DTC OR ANY 
DIRECT OR INDIRECT PARTICIPANT, THE PAYMENT BY DTC OR ANY DIRECT OR 
INDIRECT PARTICIPANT OF ANY AMOUNT IN RESPECT OF THE PRINCIPAL OR 
REDEMPTION PRICE OF OR INTEREST ON THE 2001 BONDS, ANY NOTICE THAT IS 
PERMITTED OR REQUIRED TO BE GIVEN TO BONDOWNERS UNDER THE 
INDENTURE, THE SELECTION BY DTC OR ANY DIRECT OR INDIRECT PARTICIPANT 
OF ANY PERSON TO RECEIVE PAYMENT IN THE EVENT OF A PARTIAL 
REDEMPTION OF THE 2001 BONDS, OR ANY OTHER ACTION TAKEN BY DTC AS 
REGISTERED BONDOWNER. 

DTC may discontinue providing its services as securities depository with respect to the 
2001 Bonds at any time by giving reasonable notice to the Corporation or the Trustee. Under such 
circumstances, in the event that a S U C C ~ S S O ~  securities depository is not obtained, 2001 Bond 
certificates are required to be printed and delivered as described in the Indenture. 

The Corporation may decide to discontinue use of the system of book-entry transfers 
through DTC (or a S U C C ~ S S O ~  securities depository), In that event, 2001 Bond certificates will be 
required to be printed and delivered as described in the Indenture. 

If bond certificates arc issued, the principal and interest due upon maturity or redemption 
of any of the 2001 Bonds will be payable at the office of the Trustee, as paying. agent, upon 
presentation and surrender of such 2001 Bonds by the registered owner thereof on or aftci'thc date 
of maturity or redemption, as the case may be. Payment of the interest on each 200 
to the maturity or earlier redemption thereof) will be made by the Trustcc to the reg 
of such 2001 Bond by check mailed by first class mail on the interest paymcn 
registered owner as of the 20th day of the second preceding month at the address appearing on the 
registration books relating to the 2001 Bonds. .i 

2 

If bond certificates arc issued, the 2001 Bonds may be transferred and exchanged by the 
registered owner thereof or the registered owner's attorney duly authorized in writing, upon 
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surrender thereof together with a written instrument of transfer satisfactory to thc Trustee duly 
executed by the registered owner or the registered owner's duly authorized attorney at the office 
of the Trustee in Scattlc, Washington. For every such exchange or transfer the Corporation or the 
Trustce niay charge the transfcrec to reimburse i t  for any tax, fcc or other governnicntal charge 
required to be paid with respect to such transfer or exchangc. Thc Trustcc is not obligated to 
make any such transfer or exchange dui-ing the 10 days next preceding the selection of any 2001 
Boiid for redemption, nor of any 2001 Bond so sclccted for redemption. If any 2001 Bond is 
iiiutilatcd, lost, stolen or dcsti-oycd, the Ti-ustcc niay cxecutc and deliver a ncw 2001 Bond or 2001 
Bonds of thc same series, maturity, interest rate and principal amount as the 2001 Bond or 2001 
Bonds so niutilatcd, lost, stolen or dcstroycd, provided that such 2001 Bond is surrendered to the 
Trustcc, or evidence of loss, dcstruction or thcrt, togcthcr with satisfactory indemnity, is provided 
to the Trustee. The fccs and cxpcnscs of the Corporation and the Trustee in connection with such 
replacement shall he paid by the owner. 

ASSUMPTIONS REGARDING REVENUES, DEBT SERVICE 
REQUIREMENTS AND PROGRAM EXPENSES 

The Corporation expects that the schcdulcd payments, together with prepayments received, 
if any, of principal of and interest on all Program Obligations and amounts held under the 
Indenture (except the Rebate Fund) and thc earnings thcrcon will be sufficient to pay, when due, 
the debt service on the Bonds and the Program Expenses in connection with the Program. 

In establishing the dates and amounts of the Sinking Fund Installments and maturities of 
the 2001 Bonds, the following assumptions, among others, were made by the Corporation: 

( I )  no Additional Bonds will be issued; 

(2) 2001 Series A Bonds and 2001 Series B Bonds will bear interest at an effective 
fixed rate of 4.50% per annum; 

( 3 )  GMRB Selected Mortgage Loans will he transferi-cd to the Indenture on August 2, 
2001, and will bear interest at the rates and will have the remaining wcightcd average rcniaining 
lcrnis and outstanding principal balances as described under "Program Ohligations -Mortgage 
Loans - GMRB Selected Mortgage Loans"; 

(4) approximately $78.16 million of proceeds of the 2001 Bonds will be uscd to 
purchase Available Mortgage Loans on August 2, 2001, hcaring iiitcrcst at the rates and with the 
remaining weighted average remaining ternis and outstanding principal balances as described wider 
"Program Obligations -Mortgage Loans -Available Mortgage Loans"; 

(5) approximately $121.84 million of proceeds of thc 2001 Bonds will he used to 
purchase an equal principal amount of Availablc Mortgage Loans 011 July I ,  2002, with :I 

remaining weighted average maturity of approximately 360 months and a weighted average rate 
of interest of approximately 7.0% per annuni; 
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( 6 )  scheduled principal of and interest on Mortgage Loans will be paid on the sixtieth 
(60th) day following the scheduled payment date therefor, and Mortgage Loans will not bc prepaid 
or otherwise terminated prior to maturity; 

(7) losses on defaulted Mortgage Loans will not cxcced any applicable insurance 
coverage or guarantees and recoveries upon disposition, including foreclosures or sales in licit of 
foreclosures; 

(8) amounts in the Program Obligation Fund will be invested at an annual rate of 
4.05% and amounts in all other Funds and Accounts under the Indenture will be invested at an 
annual rate of 5.00%; 

(9) the Scrvicers will be paid a monthly servicing fec of one-twelfth of3/.% of the then 
outstanding aggregate principal balance of the Mortgage Loans; other scniiannual Program 
Expenses of the Corporation and the Trustee under the Program will bc equal to ,05576 of thc 
principal amount of then outstanding Prograin Obligations in the Program Obligation Fund; and 

the annual premium duc on the Policy will bc cqwd to 0.03% of the iiniount of then (10) 
Outstanding 2001 Bonds. 

The Corporation believes it is reasonable to makc such assumptions, but no rcprcscntation 
is made that the assumptions rellect any particular sct of historical circumstances, no assiirancc 
can he given that actiial receipt of amounts under the Indenture will bc sufficient to pay debt 
service on the Bonds (including tlic 2001 Bonds) when due and Program Expenses of tlic 
Corporation and the Trustee under the Program, and to the extent that actual cxpcricncc differs 
horn any of the assumptions, availability of such amoiints may be significantly affcctcd. The 
Corporation has a history of actively recycling Mortgage Loan prepayments and cxccss rcvcniics 
into new qualifying mortgage loans when economically appropriate and also when ccononiically 
appropriate of using such amounts to redeem bonds and i-cfiind siicli rcdccmcd bonds and 
thereafter ninkc new qualifying mortgage loans. and presently intends to continue to do both. 

PROGRAM OBLIGATIONS 

Mortgage Loans 

GMRB Selected Mortguge Louris 

The following table sets forth certain information as of June 1, 2001 regarding the GMRB 
Sclcctcd Mortgage Loans. The Corporation generally intends to allocatc most if not all of thc 
GMRB Selected Mortgage Loans to the 2001 Bonds. Howcvcr, no iisstiraiicc is given as to what 
portion, if any, of the GMRB Selected Mortgage Loans will be allocated to the 2001 Bonds. 
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Coiipon 
Interest 

Kate 
5.000%~ 
5.875 
6.000 
6.125 
6.375 
6.500 
6.625 
6.750 
6.875 
7.000 
7. I25 
7.250 
7.375 
7.500 
7.625 
7.750 
7.875 
8.000 
8.125 
8.250 
8.375 
8.500 
8.625 
8.750 
8.875 
9.000 
9. I25 
9.250 
9.375 
9.500 

TOTAL 

Outstancling 
Principal 
B;llaoce 

s 202.43I 
7.71.4710 

53.245 
0.53s. 267 
4362.5 I4 

144.598 
2,553,093 

13.591.172 
7.257.582 

2 I ,63S,067 
14. .349,607 
9.31.3.489 

21 ,389.740 
20,?75,859 
I I.SO9.92l 
3,595.577 

IO.@i6,374 
21,910,220 
3,220,073 
5.058,088 

15,684,155 
1,925,384 

50,987 
6.460.159 

286.001 
7,467,901 

767.795 
I .024,8 I7 

607.807 
2,SJ5.2 I7 

s225.s34. 850 

Number ol' 
GMRB Selected 
hlorteaee Loans 

3 
92 

I 
90 
-37 

I 
3') 

268 
I I6 
3ss 
IS') 
I40 
75s 
454 
143 
12s 
217 
292 
37 

121 
IS5 
43 
I 

I37 
7 

I49 
17 
12 
I I  
jh 
3.6JI 
~ 

Weighted Aterage 
Remaining Term 

(in month\l 
297 
IW 
i55 
262 
125 
274 
152 
110 
189 
226 
245 
290 
302 
161 
257 
1-11 
91 

260 
286 
148 
262 
161 
350 
193 
173 
158 
I I 4  
191 
155 
124 

The following table sets forth certain information as of June I ,  2001 regal-ding the type of 
primary mortgage insurance coverage originally applicable to the GMRB Selected Mortgage 
Loans. No representation is made as to the current status of primary mortgage insurance coverage 
or the current loan-to-value ratios of the GMRB Selected Mortgage Loans. No reprcscntation is 
made as to thc aniount of privatc mortgage insurance coverage provided by carricrs whose claims- 
paying ability is rated invcstnicnt grade or bctter by Moody's, S&P OK Fitch. 
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annual rate of generally 3/8 of 1% on the unpaid principal due on such mortgage loan. The 
Corporation has adopted standards for qualifying eligible servicing institutions and underwriting 
and servicing guidclincs with respect to the rccording of and collcction of principal and intcrcst 
on the Mortgage Loans and the rendering to the Corporation of an accounting of funds collected. 
Thc scrvicing of a Mortgage Loan includes the rcsponsibility for foreclosure, but not thc bcaring 
of any expenses thereof. The Servicer is cxpcctcd to encourage the curing of any default in 
scheduled mortgage payments, and is requircd to pay, from scheduled mortgage payments, taxcs, 
assessments, lcvics and charges, and premiums for hazard insurance and mortgage insurancc, as 
thcy may become due. 

Regularly scheduled principal and intcrcst paymcnts on the Mortgage Loans are required 
to be dcpositcd by thc Servicer with a depository bank to be held in escrow for the Trustee. Such 
funds (nct of applicable servicing fees) are remitted to the depository by the Servicer on the day 
following rcccipt when total collections of such Servicer equal or cxcced $2,500. Such funds arc 
held in a custodial account and invested for the benefit of the Trustec pending thcir transfer once 
a month to the Trustee. Additional monthly payments on thc Mortgage Loans, representing 
paymcnts for such items as property taxes and mortgage insurancc, arc rctaincd by the Servicer 
and applied as necessary. 

The Corporation maintains detailed Mortgage Loan collcclion information on its internal 
The Corporation's system generates the collcction reports and data processing system. 

consolidates actual collections by individual bond series. 

The Corporation reviews individual Scrviccr reports to asccrtain thc cxtcnt of mortgagor 
payment dclinqucncics and Servicer processing delays in order to determine the appropriate 
corrective action, if any, to be taken by the Corporation or the Serviccr. Undcr the Corporation's 
monitoring system, a Servicer is subject to enhanced review when its monthly reports for two 
consecutive months show delinquency rates more than 1.50 times the average delinquency rates 
experienced by the Servicer group as a whole. 

Pledge of Mortgage Loans 

The assignment to the Corporation of each deed of trust relating to a Mortgage Loan 
deposited in the Program Obligation Fund is required to recite the intcrcst of thc Trustee on behalf 
of thc owners of the Bonds in the mortgaged property. Each assignnicnt is required to be recorded 
with the appropriate real property recording office for the jurisdiction in which thc mortgaged 
property is located. The Indenture pledges, to the Trustee and thc owners of the Bonds, the 
Mortgagc Loans, the related dccds of trust, thc Plcdgcd Revcnucs and any and all assets held in 
any Fund or Account (except the Rebate Fund) under the Indentuic. Section 18.56.120 of the Act 
provides that such a plcdgc is valid and binding from the tiinc the pledge is made and, further, that 
any assets or revenucs so pledged arc immediately subject to the lien of the pledge without 
physical delivery or any further act and without regard to whether any third party has notice of 
the lien of thc pledge. Physical custody of each mortgage note is rctained by the Corporation and 
the related deed oftrust is retained by the originating lending institution. Notwithstanding the fact 
that the Trustee does not have physical possession of those instrumcnts, and while Bond Counsel 
IS unaware of any controlling judicial preccdcnt, it is the opinion of Bond Counsel that the effect 
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of (i) recording the assignment in the form described, (ii) execution and delivery of the Indenture 
and (iii) the statutory provisions referred to above afford the Trustee (on behalf of owners of the 
Bonds) a fully perfected security interest in the Mortgage Loans which have been so assigned. 

Primary Mortgage Insurance 

The following description ofcertairi Iirimary mortgage insurarice mid grmruntees (relating 
to iridivicfiial Mortgage Lorins) i s  only u brief oiitlirie arid does not piirport to surnmariie or 
describe cill of the provisions thereoj: 

Any Mortgage Loan with an original principal amount exceeding 80% of the value of the 
mortgaged property is required to be (i) insured by the FHA, (ii) guaranteed by the VA, HUD or 
the FmHA, or (iii) insured under a privatc mortgage insurance policy in an amount (a) equal to 
30% of the Mortgage Loan if the original loan-to-value ratio is between 90.01% and 95.00%, (b) 
equal to 25% of the Mortgage Loan if the original loan-to-value ratio is between 85.01% and 
90.00% or (c) equal to 12% of the Mortgage Loan if the original loan-to-value ratio is between 
80.01% and 85.00%. Thc only Mortgage Loans which the Corporation purchases at a loan-to- 
value ratio exceeding 95% are Federally insured or guaranteed Mortgage Loans. FHA insurance 
coverage and the HUD guarantee equal 100% of the outstanding principal balance of all FHA- 
insured or HUD-guaranteed Mortgage Loans. For all VA-guaranteed Mortgage Loans, the VA 
guarantee plus the down payment must be at least 25% of the original Mortgage Loan amount. 
The FmHA guarantee covers the lesser of (a) any loss up to 90% of thc original principal amount 
of the Mortgage Loan or (b) any loss in full up to 35% of the original principal amount of the 
Mortgage Loan plus 85% on any additional loss. The FHA insurancc or VA, HUD or FmHA 
guarantee must he maintained for the entire period during which the Corporation owns an interest 
in the Mortgage Loan. A private mortgage insurancc policy is rcquircd to be maintained in force 
and effect (a) for the period during which the Corporation owns an interest in the Mortgage Loan 
or (b) until the outstanding principal amount of the Mortgage Loan is reduced to 80% of the lesser 
of the original appraised value of the mortgagcd property or the original sale price of the 
mortgaged property. The cost of any such insurance or guarantee will be paid by the mortgagor. 

In general, FHA, VA, HUD and FmHA regulations and private mortgage insurance 
contracts provide for the payment of insurance benefits to a mortgage lendcr upon the failure of 
a mortgagor to make any payment or to perform any obligation under the insured or guaranteed 
mortgagc loan and the continuance of such failure for a stated period. In order to receive payment 
of insurancc benefits, a mortgage lender, such as the Corporation, normally must acquire title to 
the property, either through foreclosure or conveyance in lieu offoreclosure, and convey such title 
to the insurer. Alternatively, where i t  is determined that the default was caused by circumstances 
beyond the control of the mortgagor, certain FHA regulations permit a mortgage lender to assign 
the mortgage to the FHA and receive insurance payments. In general, primary mortgage 
insurance benefits, as limited by the amount of coverage indicated above, are based upon the 
unpaid principal amount of the mortgage loan at the date of institution of foreclosure proceedings 
or the acquisition of the property after default, as the case may be, adjusted to reflect certain 
payments paid or received by the mortgage lender. Where property to be conveyed to an insurer 
has been damaged, it is generally required, as a condition to payment of an insurance claim, that 
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such property he rcstorcd to its original condition (reasonahlc wear and tear excepted) by thc 
rnortgagc lender prior to such convcyancc or assignment. 

Standard Homeowner Insurance Policies 

The , f i~ / /o i ! ' i r ig  i s  N /iric?f f/e.scri[Jlion of srfirrc/cire/ horireoii~rrer irr.srirnrrce pfdicies cirlei 
rzfererice m i s t  he inncle to the nctrinl iiricierlyirig poIicies.%r ci coiiiplete nr id  cicciirclte clescripriori. 

Each mortgagor is rcquircd to maintain for the mortgaged propcrty a standard 
honicowner's insurancc policy in an amount which is not lcss than (i) the maximum insurablc 
value of thc mortgaged property or (ii) the unpaid principal amount of the Mortgage Loan, 
whichevcr is less. The insurancc policy is rcquircd to be written by an insurancc company 
qualified to do business in the State and qualified to provide insurance on or in connection with 
mortgages purchased by the Fedcral Homc Loan Mortgagc Corporation ("FHLMC") or thc 
Fcdcral National M o r t p g e  Association ("FNMA"). The mortgagor pays the cost of thc standard 
homeowner insurance policy. 

In general, a standard homeowner's form of ljrc with cxtcndcd coverage policy insures 
against physical damage to or destruction of thc improvcmcnts on the property by fire, lightning, 
explosion, smoke, windstorm, hail, riot, strike, and civil commotion, subject to the conditions and 
exclusions particularized in each policy. Policies typically cxcludc physical damage resulting from 
the following: war, revolution, governmental action, floods and othcr watcr-related causes, earth 
movement (including earthquakes, landslides and mud-slides), nuclcar rcactions, wet or dry rot, 
vermin, rodents, insects or domestic animals, theft, and, in  ccrtain cases, vandalism. 

Alaska Foreclosure Law 

The real estate security instrument customarily used in thc State is thc dccd of trust. The 
parties to the deed of trust are the trustor (debtor), trustce and bcneficiary (lcndcr). Trustees arc 
commonly title insurance companies. Both summary and judicial foreclosure proceedings arc 
permitted. The dccd of triist docs not cffcct a convcyancc of legal titlc, which rcmains in the 
trustor. The beneficiary acquires a security interest (lien) which may bc cnforccd in accordance 
with the tcrms of the deed of trust and State statutes. Failure of the trustor to perform any of thc 
covenants of the deed of trust generally constitutes an event of dcfault cntitling the bcncficiary to 
declare a default and exercise its right of foreclosure. 

Summary forcclosurc may he uscd if provided for in the deed of trust. All deeds of trust 
securing Mortgage Loans transferred to a Series Account of the Program Obligation Fund contain 
provisions which pcrmit summary foreclosure. Following a default by the trustor, upon request 
of the bcncficiary and not less than thrcc months bcforc the salc, thc trustcc must rccord a noticc 
of default in the recording district in  which the property is locatcd. Within 10 days after rccording 
thc notice of default, thc trustee must mail a copy of thc noticc of default to the trustor, any 
successors in interest to the trustor, anyone in  possession or occupying the property, and anyone 
who has an intcrest subsequent to the interest of the trustee in the deed of trust. If the default may 
be cured by the paymcnt of money, the trustor may cure the default at any time prior to sale by 
payment of the sum in dcfault without accclcration of the principal which would not then be due 
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in the absence of default, plus actual costs and attorney's fees due to the default. If default has 
been cured under the same deed of trust after notice of default two or niorc times, the trustee may 
elect to refuse payment and continue thc foreclosure procceding to sale. Notice of the sale must 
be posted in  three public places within five miles of where the sale is to be held, not less than 
thirty days before the day of salc and by publishing a copy of the notice four times, once a week 
for four successive weeks, in a newspaper of general circulation published nearest the place of 
sale. The sale must be madc at public auction at a courthousc of the superior court i n  the judicial 
district where the property is located, unless the deed of trust provides for a different place. After 
the sale, an affidavit of mailing thc notice of default and an affidavit of publication of the notice 
must be recorded i n  the recording district where the property is located. The foreclosure sale and 
conveyance transfers all the title and interest which the trustor had in the property sold at the time 
of the execution of the deed of trust plus all interest the trustor may have acquired before the sale 
and extinguishes all junior liens. There is no right of redemption unless otherwise provided by 
the deed of trust. A deficiency judgment is prohibited where summary foreclosure is utilized. 

Judicial foreclosure is also permitted. A deficiency judgment is allowed where judicial 
foreclosure is utilized, but judicial foreclosure is much more time-consuming than summary 
foreclosure. The judgment debtor under a judicial foreclosure proceeding has the right to redeem 
the property within 12 months from the order of confirmation. If the judgment debtor redeems 
the property, the foreclosure proceeding is terminated. otherwise, within 60 days after the order 
confirming the foreclosure sale, any subsequent lien creditor can redeem the property. There can 
be as many redemptions as there are subsequent lien creditors. Upon expiration of the redemption 
period, the purchaser or redemptioner is entitled to a conveyance of the property. 

THE CORPORATION 

General 

The Corporation was established in 1971 as a non-stock, public corporation and 
government instrumentality of the State. The Corporation currently functions as a major source 
of residential mortgage loan financing in the State. The Corporation's programs were originally 
established to take advantage of tax-exempt financing permitted under Federal income tax law. 
Mortgages which meet applicable Federal income tax requirements arc financed by selling tax- 
exempt bonds. All other mortgages generally arc financed through the issuance of taxablc bonds 
or from internal funds. A substantial portion of the Corporation's mortgage purchase activities 
were fundcd i n  thc taxablc debt markets, including issuance of taxablc bonds and the sale of 
securities in the Eurodollar market. Since 1972, the Corporation has acquired, by appropriation 
from the State and by purchase from approximately 48 indepcndcnt originating lending institutions 
operating throughout the State, a portfolio of mortgage loans which, at March 31, 2001, 
aggregated 30, I 18 mortgages and loans (including mobile homes) having an unamortized principal 
balance of approximatcly $3.1 billion dollars. On July I ,  1992, the Corporation succeeded to the 
public housing functions of the Alaska Statc Housing Authority (the "Authority") and the rural 
housing and residential energy functions of the former Department of Community and Regional 
Affairs (the "Department") pursuant to legislation cnactcd in the State's I992 legislative session. 
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As a result, the rights and obligations creatcd by bonds and notcs that wcrc previously issued by 
the Authority hecanic rights and ohligations of the Corporation. 

The Corporation prcparcs and publishes qiiartcrly a Statistical Abstract Rcport containing 
dctailed information conccrning charactcristics of the Corporation's niortgagc loan portfolios and 
bond issucs, market charactcristics of the Corporation's rcal cstatc owncd ("REO") propcrtics and 
a review of certain sellcr/scrviccr activity. In addition, the Corporation prcpares monthly and 
publishcs quarterly a Mortgage Loan and Bond Information report containing information 
conccrning the outstanding bonds and notcs of the Corporation, including mandatory and special 
rcdcniptions and mortgage loan pool and prcpayiiicnt statistics and rates. The Corporation 
prcscntly intends to continue to provide such information, but is not legally obligated to do so. 
Certain financial and statistical information relating to thc Corporation and its programs under this 
heading "Thc Corporation'' was ohtaincd from thc auditcd financial statcnicnts of tlic Corporation 
dated June 30, 2000 and the unaudited financial statcnicnts of the Corporation dated March 31, 
2001. Certain additional financial and statistical information rclating to thc Corporation and its 
programs undcr this heading "The Corporation" was obtaincd from the June 2000 and March 2001 
Statistical Abstract Reports and the June 2000 and March 2001 Mortgage Loan and Bond 
Information Rcports. Copies of such financial statcnients and the most 1-ccciit vcrsions of such 
reports may bc obtained upon request from thc Corporation. The Corporation's main officc is 
locatcd at 4300 Boniface Parkway, Anchoragc, Alaska 99504, its web sitc is 
http://www.ahfc.statc.ak.us (this refcrcncc to the Corporation's wcbsitc is not intendcd to 
incorporate the materials contained thercon into this Oflicial Statcment) and its telephone numbcr 
is (907) 338-6100. 

Board of Directors, Staff and Organization 

Thc Corporation is I-equircd by law to comply (cxccpt foi- the prucurciiicnt provisions of 
the Alaska Exccutivc Budget Act), and docs comply, with thc Statc budgct procc 
Corporation adniinistrativcly opcratcs within the Statc Departnicnt of Rcvcnuc. The Board 01' 
Dircctors of thc Corporation is coinpriscd of thc Commissioner of Rcvcnuc, the Commissioner 
of Coiiimunity and Economic Development and the Conmiissioncr of Hcalth and Social Scrviccs, 
as well as four nicmhcrs from the following sectors of thc gencral ptiblic appointcd by the 
Governor: one nicmbcr with cxpcrtisc or cxpericncc in financc or rcal cstatc; one mcnibcr who 
is a rural rcsidcnt of the Statc or who has cxpcrtisc or cxpcricncc with a regional housing 
authority; onc nicniber who has cxpcrtisc or expcricncc in residcntial encrgy efficient liomc- 
building or weatherization; and one mcmhcr who has cxpcrtisc or cxpericncc in thc provision of 
scnior or low-incomc housing. Thc powers of thc Corporation arc vcstcd i n  and cxcrciscd by a 
majority of its Board of Dircctors thcn in office, who may dclegatc such powers and dutics as 
appropriate and pcrmittcd under the Act. The Corporation's currcnt mcmhcrs of its Board of 
Dircctors are as follows: 

Name 

Ms. Jewel ,Jones 
Chair 

Location 

Dircctor, Hcalth and Human Scrviccs Dcpartnicnt 
Municipality of Anchorage 

Anchoragc, Alaska 
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Mr. Robert Grove 
Vice-Chair 

Mr. Marty Shuravloff 

Mr. Wilson Condon 

Ms. Karen Perdue 

Ms. Deborah Sedwick 

Mr. Michael Cook 

Operations Manager, University of Alaska Fairbanks 
Geophysical Institute 

Ester, Alaska 

Executive Director, Kodiak Island Housing Authority 
Kodiak, Alaska 

Commissioner, Dcpartmcnt of Rcvenuc 
State of Alaska 

Juneau, Alaska 

Commissioner, Department of Health 
and Social Services, State of Alaska 

Juneau, Alaska 

Commissioner, Department of Community and 
Economic Development, State of Alaska 

Anchorage, Alaska 

Certified Public Accountant 
Fairbanks, Alaska 

The following sub-committecs of the Board of Directors have hccn established: Audit 
Coniniittcc, Investment Advisory Committee, Mousing Budget and Policy Committee, and the 
Pcrsonncl Committee. 

The Corporation's staff consists of approximatcly 3 17 cmployccs organized into 10 
departments: Adiiiinistrativc Scrviccs, Mortgage Operations, Public Housing Division, Financc 
and Accounting, Planning and Program Dcvclopmcnt, Audit, Corporate Communications, Budget, 
Personnel, and Rcscarch and Rural Dcvclopmcnt Division. The principal officcrs and stnff arc 
as follows: 

Daniel R. Fauslie - Chief Executive Officcr/Exccutivc Director. Mr. Fauskc joined the 
Corporation on March I ,  1995. Prior to joining the Corporation. Mr. Fauskc worked for the 
North Slope Borough in Barrow, Alaska from 1985 until  1993. During this time, MI-. Fauskc 
scrvcd as Budget Director, Chief Fiscal Officer, and Chief Administrative Officer. Most recently 
hc scrvcd as Chicf Fiscal Officer ovcrscciiig a X I  .2 billion capital iiiiproveiiicnt program foi- the 
North Slope Borough. Mr. Fauskc holds a mastcr's degree in business administration from 
Gonzaga University. 

Judith DeSpain - Deputy Executive Director. Ms. DcSpain has bccn with the Corporation since 
Fcbruary 19S0, serving in  all arcas of administration. Ms. DcSpain is rcsponsiblc for various 
program operations including loan servicing, mortgage operations, public housing operations, 
planning and program dcvclopiiicnt and rural rcscarch and dcvclopment. 



Michael Buller - Chief Administrativc Officer. Mr. Bullcr joined the Corporation i n  Junc of 
1995. Mr. B~iller is responsible for adruinistrativc services, pcrsonncl, audit, budget, and finance 
and accounting. He pi-cviously worked for the North Slope Borough from I987 through 1993 as 
Budget Manager and Deputy Dircctor of  the Dep;irtmcnt of Administration & Finance. From 
August 1993 through Junc 1995, Mr. Bullcr was employed as Assistant City Manager for the City 
of  Unalaska. Mr.  Bullcr holds it master's dcgrcc in  busirlcss  idm minis ti-atioii from Gonzaga 
Univci-sity. 

Joseph M. Dubler - Chief Financial Officer/Financc Director. M r .  Dublcr has hccn with the 
Corporation siiicc I989 end previously scrvcd as Senior Finaim Officer, Finance Officer, 
Financial Reporting Olficer and Financial Analyst 11. Mr. Dublcr was an auditor with a public 
accounting fii-in from 1986 through 1989. MI-. Dublcr is a ccrtilicd ptiblic iiccoiiiitaiit, certified 
cash manager, and a graduate of Sail Francisco State Univcrsity with a bachclor of scicncc, 
business administration dcgrcc. 

Barbara Baker - Director, Planning and Program Dcvcloplizcnt Dcpartmcnt. This dcpartincnt 
is responsible foi- the Corporation's prograni planning, grant writing and fund tlcvclopmcnt. In 
addition, this dcpai-tnicnt administers thc Low Inconic Housing Tax Credit Progi-mi and all grant 
programs othcr than the Supplcmcntal Housing Grant P r o p n i .  Ms. Bakcr worked at the 
Authority, prior to its mci-gcr wi th  the Corporation, loi- four year ircctor of Construction and 
Dcvclopiiicnt. Ms. Bakcr has been i n  state government sci- incc 1979, has held othcr 
management positions and hiis scrvcd as nn cconoriiist witti the Dcpartrncnt of  Labor. Ms. 
Bakcr holds a bachclor of XIS dcgrcc in urhan and regional planning from Western Washington 
University. 

Anthony C. Berclahl - Senior Firiaiicc Officer. MI-. Bci-dalil hiis bccn with the Corporation since 
1989, previously serving tlic Coi-poration a s  an Accountant 111 and Fiiiancial Analyst 11. Mr. 
Bcrdahl is a certified public accoiiiitaiit and holds a master's dcgi-ec in accounting f-om the 
University of North Dakota. 

Robert L. Brean - Dii-cctor, Research and Rural Dcvclopmcnt Division. Mr. Brean scrvcd 
pi-cviously as Deputy Commissioner of the Dcpxtmcnt of Conimunity and Regional Affairs. Hc 
was with the Dcpar.tmcnt, with tlic exception of two ycnrs, since 1983. Born i n  the village of 
Tanacross, Alaska, he has scrvcd as President of  tlic Village Corporation for 7-2 years. A 
sliarclioldcr of Doyon Inc. ,  Mi-. Brcan holds ii dcgrec iii ctiltiiriil antliropology/sociology from 

I Methodist University. 

Nola Cedergreen - Administrative Services Director. In her present capacity, Ms. Ccdcrgrccn 
is responsible lor I-isk management, procurcmcnt, record managcmcnt, and i i  

information systems. Froni Dcccmbcr I987 unt i l  July 1992, she managed Ala. 
Properties, tlic Coi-poratioii' s real estate owned division. Her previous cxpcricncc includes 12 
years ofi-cal estate sales and iiianiigciiiciit, woi-king for both private and institutional owiicrs. Ms. 
Cedcrgrccn holds it bachclor of arts dcgrcc i n  organizational managcmcnt from Alaska Pacific 
University. 
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Peter E. Haines - Finance Officer. Mr. Haines has been with the Corporation since 1990 and 
previously scrvcd as Financial Analyst 11. Mr. Haincs is a certified public accountant, certi1ied 
cash manager, and a graduate of Brigliani Young University with a bachelor of science degree. 

Paul M. Kapansky - Mortgage Opcrations Dircctor. Mr. Kapansky joined the Corporation in 
July 1988 and scrvcd as Servicing Operations Director until July 1990; subscqucntly, lie served 
as Mortgage Insurance Operations Director until August 1991 and Mortgage Project Officer until 
November 1999. He had previously licld a variety of positions with several Alaska financial 
institutions over a period of 18 ycars, including five years as a Vice President and scvcn years as 
it President. Mr. Kapansky holds a niastcr' s dcgrcc i n  business administration from the University 
of Alaska, Anchorage, ant1 grnduntctl with a bachelor of science dcgrcc in businc 
from the University of Hartford. 

Michael L. Strand - Financial Analyst 11. Mr. Suand joined the Corporation in April 2001. I-Ic 
previously scrvcd for one year as Budget Analyst in Anchorage for Municipal Light and Power 
and for three ycars as Financial Analyst for VECO Alaska. MI-. Strand is a graduate of the 
University of Alaska, Anchorage, with a bachelor of arts dcgrce in business administration. 

Robert K. Tune - Internal Auditor. Mr. Tune has been with the Corporation since March 1993, 
serving as Assistant Auditor and now a s  the Internal Auditor. Mr. Tune was an Intcrnal Review 
Specialist and System Adiiiinistrator/Assct Servicing Officer with the Fctlcral Deposit Insurance 
Corporation from July 1990 to March 1993. Mr. Tune is a graduate of Lewis and Clark Collcgc, 
Portland, Oregon, with a bachelor of science dcgrcc in business administration. 

Wesley .I. Weir - Director, Public Housing Division. Mr. Weir assumed his current duties in 
April 01 1995. Hc previously scrvcd lor two ycars as Program Manager for the North Slope 
Borough with primary rcsponsibility for planning and design of watcr/scwer systems, licalth 
facilities and housing. Prior to that time Iic was employed by the State 01 Alaska for sixtccn years, 
holding a variety of positions with responsibilities that included planning, design administration, 
construction administration, and maintenance and operations of State facilities. Mr. Weir holds 
ii niastcr' s dcgrce from Alaska Pacific University. 

Activities of the Corporation 

Gerternl 

Gerre~cd. The principal activity of the Corporation is the purchase of residential mortgage 
loans. The Corporation acquires mortgage loans aftcr they liavc been originated and closed by 
direct lenders, which normally arc financial institutions or mortgage companies with operations 
in the State. Under many of the Corporation's programs, the originating lcndcr generally 
continucs to service the mortgage loan on behalf of the Corporation. This activity has becn 
supplemented by the mcrgcr with the Authority under which the Corporation assumed 
rcsponsibility for the public housing lunctions of the Authority and its assumption of the rural 
housing and residential cncrgy functions of the Department. See "The Corporation -Gcncral. " 
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P i h k  Hoirsirig Progrcirri.~. The Corporation performs certain public housing functions in 
the State. The Public Housing Division of the Corporation (the "Division") operates 1,720 units 
of Low Rent and Section 8 New Construction/Additional Assistance housing to serve low-income 
families, disabled persons and scnioi-s in I6 Alaskan comniunitics. The Division also administers 
the rent subsidies for approximately 3,646 families located in private-sector housing through 
vouchcrs, certificates, and coupons issued pursuant to Section 8 of the National Housing Act. Thc 
Division's opcrating budget is fiindcd primarily through contracts with the U. S. Dcpartment of 
Housing and Urban Development (HUDj. The Division is engaged in a numbcl- of multifamily 
renovation and new construction projects throughout thc State. 

Lending 

Lociris to Spurisors Progrcrni. Under this program, the Corporation lcnds funds to a sponsor 
which in turn re-lends the monies to its borrowers (rccipientsj under- terms and conditions 
approved by the Corporation. Eligible sponsors are non-profits, regional housing authorities, 
agencies of the State, or municipalities in the Statc. The sponsor's recipients are individuals or 
families whose income does not exceed 90% of the median income for the area. Loan funds may 
be used to provide housing loans or loans to improve the quality of housing. Six loan conimitnients 
totaling $24,900,000 have been approved since the program's implementation in  1993. 

Single F m d y  Huusirig Progrrfrns. Of the Corporation's previous largc subsidized 
mortgage loan programs, only a mortgage interest rate subsidy program for low-to-moderate 
income Alaskans remains. The interest rate subsidy is provided to such low-to-nioderatc income 
Alaskans 011 the first $50,000 of their eligible mortgage loans. 

Krrrrd Huirsirig Projircirii.7. The Mortgagc Operations Department administers a broad array 
of programs, including a principal program that relates to the administration of a Housing 
Assistance Loan Fund (the "HALF"). The interest rate on the loans under this program is one 
percent below the rate established for the Corporation's taxable bond program. The HALF is used 
to acquire loans made in sinall communities throughout the state. Mortgage Loans purchased 
under this program had unamortized principal balances aggregating approximately $501.8 million 
at March 31, 2001. 

Murrgnge Lonri Re.srrircmirig P rugrcrrn.7. Thc Corporation has accomplishcd several largc 
mortgage restructuring pi-ograms sincc 1987. The most rcccnt of thcsc programs, thc Streamlined 
Refinance Program, startcd in  March I998 and allows applicants to obtain new linancing secured 
by property that is currently financed by the Corporation without income, credit, or appraisal 
qualifications. Although currcnt owner-occupancy is not required, thc original loan must have 
been made to an owner-occupant and niay havc bccn a first or sccond lien, conforming or 
nonconforming. These loans niay be insured conventionally or through FHA or guaranteed by 
the VA. As of Mai-ch 31, 2001, the Streamlined Refinance Program iiicludcd mortgage loans with 
an aggregate outstanding principal balance of$l  10,417,200 and commitments totaling $939,440. 

Seriior Horrsirig Keiwli~irig Loern f'rqqrcirii. Thc Statc esteblishcd the Senior Housing Officc 
and Scnior Housing Rcvolving Loan Program within thc Dcpartmcnt in  1991. In July of 1992, 



the Senior Hou&g Office and Revolving Loan Program were transfel?sed ito Ithe .Corporation in 
connection with the nergei ,between the Corporation and the Authority. 

Afforritik',- .Hoineowrierslrip ~ir~ircrrifee~I.~~c,nrl Prograin. The Affordable Homcownership 
Guaranteed Loan Program was designed to promote homeownership opportunities for low-to- 
moderate income borrowers by providing 5% intcrcst fiatos. 'Lo'ms snder this program must be 
insured or guaranteed by FHA, FniHA (for loans in  areas defined as small coiiiniunitics only) or 
the VA. The Corporation set aside $1 1,500,000 for loans insmall communities and $103,500,000 
for !loans in othcr coinnitmities from funds related to the General Mortgagc Revenue Bonds 
Program. The Coxporatiiz p:!.ch2se:! 5 1 !oans with an criginal principal balance of $5,384,625 
i n  smal! communities and 85.8 loans with an original principal balance of$S7,245,034 in the othcr 
communities. 'This pr.ogram has been supcrsedcd by a furthcr low interest rate loan program for 
low-to-niodcratc inconie borrowers as described below under "The Corporation -Activities of 
the Corporation -Bond Financed Programs --Interest Rate Reduction for Low Income Borrowcr 
Program. " 

Bond Firzarzced Prograins 

T m - E s e i i p  First Tirite Honiebiryer /'rogrmiz. The Corporation operates a Tax-Exempt 
First Time Homebuyer Program funded with the proceeds of Mortgagc Revenue Bonds. Undcr 
this program, first mortgage loans which meet the requirements of the Internal Revenue Code arc 
purchased by the Corporation from qualifying originating lending institutions located throughout 
the State. Mortgagc loans may be exchanged for mortgage-backed sccuritics issued by GNMA, 
FNMA, and FHLMC. Thc mortgage loans and/or mortgage-backed sccuritics arc pledged to 
collatcralizc obligations of the Corporation. The Corporation purchased 1,367 niortgagc loans 
under thcTax-Excnipt First Time Homebuyer Program during thc nine month period ended March 
31, 2001, with an approximate original principal balance of $136.1 million. 

Tiixd>/e First Time Honiebiiyer Progrtrni. The Corporation began a Taxable First Time 
Homebuyer Program to address higher costs of housing in certaiii areas ofthc State. The program 
provides financing to first time hoiiiebuycrs who do not nieet the purchase price and income limits 
under the Tax-Exempt First Time Homebuyer Program. This program lias bccn funded with a 
variety of sotirccs, and since its inccption in  1999, the program has generated approxiniatcly $300 
niillioii in  loan activity. 

M i i / r i f i i r i i i / ~ ,  S/iecitrl Needs. mid Coiigregcrle Hoiisirig /'rogrcrin. During 1991, thc 
Corporation iniplcmcntcd a program of financing niultil'aniily housing. It was subsequently 
modified to include special-necds and congregate facilities. The Corporation has issued six scrics 
of bonds totaling $213,080,000 in principal amount to finance loans under this program. The 
program is tlcsigncd to provide traditional multifamily housing; transitional housing; and housing 
for the eldcrly, the developmentally disabled, and the homclc A project may qualify for 
financing if it provides housing for persons of lower to inodcratc inconic or if it is located in a 
remote, under-developed or blighted area of the State and mccts other requirements of the 
Corporation. 
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Vetc,rcrrr,s Mortpl'qe / ' r -o ,gr~r~.  The Corporation opcratcs a Vctcrnns Moi-tgagc Program 
tinder which first mortgage loans made to veterans mccting certain Federal rcqtiircnicnts are 
pul-chased by the Corpol-ation froni qualifying originating lending institotions locntcd tIiroi!zhmlt - 
the Statc. Mortgage loans may be cxchangcd for mortgage-backcd sccuritics is%cd by GNMA, 
FNMA and FHLMC. Thc mortgage loans and/or mortgage-ba .ci securities arc pledged to 
collateralize tax-exempt obligations of the Corporation. Sincc 1983, tlic Corporation has issued 
$2,102,500,000 principal amount of State-guaranteed Vctcrans Bonds, of which $488,005,000 
principal aniount was outstanding as of March 3 I ,  2001. The Corporation purchescd 347 
mortgage loans under the Vctcrans Mortgage Program during the nine month period cntlcd March 
3 1, 2001, with an approxiniatc. original principal balans o!' s5S.5 z$!lion. 

Goiwririieritcil P~o./Jo.w B O J I ~ . S .  The Corporation has issued $603 million principal amount 
of Governmcntal Purpose Bonds primarily to finance certain capital cxpcnditurcs of the Statc for 
governmental pui-poses, with certain proceeds available for general corporate purposcs. 

Srrite Ccipitcil Project B O J I ~ S .  As of March 3 I ,  7001 the Corporation has issued 
$270,880,000 principal aniotint of Statc Capital Project Bonds. These bonds were issued pursuant 
to the 1998 Act and the 2000 Act (each defined bclow under "Thc Corporation - Legislative 
Activity/Transfcrs to the Statc -The 1998 Act" and "-The 2000 and 7-00 1 Acts," rcspcctivcly), 
which authorize the issuance of approximately $300,000,000 i n  bonds to finance designated capital 
projects of state agencies and instrtiniciitalitics. The authorization to issue bonds under tlic 1998 
Act and the 2000 Act expires July I ,  2006. As of March 31, 2001, $105,275,000 of bond 
proceeds had been disbursed for autliorizcd projects. 

Srcite Hitil t l irrg Lecise H ~ i t l . ~ .  In 1999, the Corporation issued $40,000,000 principal 
amount of bonds to finance the purchasc of an officc building i n  downtown Anchorage, Alaska. 
Tlicsc bonds arc sccurcd by a n  assignment of Llic payments on an Agreement of Lcnsc bctwccn the 
Corporation and tlic Statc. 

K < f i ~ i c i i i ~ i ~ g  Activity. The proceeds from bond and note issues. conibincd with 
contributions from onrcstrictcd funds of the Corporation, provide funding for tlic Corporiition's 
niortgagc purchase and mortgage refinancing activities. Since 1986, iniplciiiciitatioii ofrclinancing 
programs by the Corporation Iias rcsultcd i n  the prepayment of outstanding mortgage loans 
(including mortgage loaiis represented by niortgagc ccrti ficatcs) with ;I coi-responding redemption 
a t  par of substantial aniotints of the Corporation's notes o r  bonds sccurcd by such mortgage loans 
(or mortgage certificatcs). 

Iiitere.st Kate Ker/irctio1i,fi~r Lon, Iricorrie H C J ~ ~ O W ~  Progrtrrri. Effective July I ,  200 I ,  this 
program provides an interest ratc reduction to boi-rowers whose inconic is bclow 80% of iirca 
median income as established by HUD. An intcrcst ratc rcducrion of .5% is available to 
borrowers whose inconic is at least 60% but less than 80%, ofarca median inconic; and an interest 
ratc rcduction of I % is available to borrowcrs whosc inconic is less than  60%' of area median 
inconic. The interest ratc reduction applies only to the first $180,000 oftlic Ioiin. I n  gcncral, this 
program is fundcd by means 0 1  zcro pcrccnt interest ratc participations i n  mortgagc loans linanccd 
with proceeds of tlic Corporation's General Mortgage Rcvcnuc Bonds o r  tvitli the Corporation's 
general unrestricted funds. Applicants gcncrfilly nitist bc fiirst-time liomchuycrs, with sonic 
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exceptions pcrnlitted based on the borrower's age and other factors. As of March 31, 2001, the 
Corporation, through this program, had purchased mortgage loans with an aggregate principal 
balance outstanding of $477,016,33 1 and had outstanding commitments totaling approximately 
$16,200,193. 

Financing Activity 

The Corporation is authorized by the State Legislature to issue its own bonds, bond 
anticipation notes and other obligations in such principal amounts as the Corporation deems 
necessary to provide sufficient funds for carrying out its purpose. 

Pursuant to State law, the maximum amount of bonds that the Corporation may issue 
during any fiscal year (the Corporation's fiscal years end on June 30) is $1.5 billion. Bonds issued 
to refund outstanding bonds and to refinance outstanding obligations of the Corporation are not 
counted against such maximum annual limit. 

The Corporation's mortgage lending activities have been financed through the issuance of 
bonds and notes. Prior to its merger with the Corporation, the Authority also issued bonds and 
notes. The following table summarizes the aggrcgate amount oECorporation bonds and notes that 
have been issued and that remain outstanding. Information regarding the Corporation's bonds and 
notes is provided quarterly in the Corporation's Mortgage Loan and Bond Information Report. 
See "The Corporation -General. " 

Summary of Corporation Bonds and Notes 
(000s) 

As of March 31, 2001 

Taxable 
Tax-Exempt Bonds 

Bonds And Notes"' 
Amount Issued . . . . . $8,911,149 $3,936,090 $12,847,239 

Amount Outstanding . $3,007,914 $63,240 3,071,154 

Excluding $78 i i i i l l ioii of Commercial P;ipur and S12 iiii l l ioii of r c v c w  rcpurcliasc agrccnients with inaluritics / I /  

1101 i i i  excess 01' IS0 days. 

During the fiscal year ended June 30, 2000, and the fiscal year ended June 30, 1999, the 
Corporation rcdccmcd, exclusive of scheduled maturities and sinking fund payments, a total of 
$399,711,360 and $110,101,657, respectively, of debt, pursuant to provisions of the related 
agreements. These provisions include special optional and mandatory redemption features, 
including those that permit surplus revenues, resulting primarily from mortgage loan prepayments, 
to be used to retire the obligations at par. Of the $399,711,360 of debt redeemed during the fiscal 
year ended June 30, 2000 as described above, $300,000,000 of such amount comprised the 
refunding of the Corporation's General Mortgage Revenue Bonds, $120,000,000 1991 Series A 
and $180,000,000 1991 Series B. 

. .  
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In addition to the Corporation's loan activities financed with bond proceeds, a substantial 
portion of the Corporation's loan activities has been financed with loan prepayments and earnings 
derived from the permitted spread between borrowing and lending rates. 

The Corporation entered into a Commercial Paper Notes agreement with a major domestic 
dealer permitting the issuance of up to $150 million of short-term unsecured notes. As of March 
31, 2001, $78 million was outstanding under the Commercial Paper Notes Program. The 
Corporation's Commercial Paper Notes Program is currently rated "P-I" by Moody's, "A-I+ " 
by S&P and "F-l+ " by Fitch. The Corporation's Euro-Commercial Paper Program has no 
outstanding balance and, while still available, the Corporation does not intend to use the program 
to issue additional notes. 

The Corporation negotiated a new Revolving Credit Agreement in the amount of $150 
million on August 10, 1999 with a major European bank under which the Corporation may 
borrow up to the principal amount of the facility for general corporate purposes. In addition, the 
Corporation had reverse repurchase agreements with outstanding balances aggregating $12 million 
at March 31, 2001. 

The following table details the total of $883,435,000 of long-term debt issued by the 
Corporation during its fiscal year ending June 30, 2000 to continue its various ongoing lending 
programs. 

Current Ralingr: 
Title of Issue S&P/R.Ioodv's/ Filch 

S302.700.000 Gcncral 
Mortgage i<c.vcnuc nonds 
I999 Series A 

S I 10,000,000 Coll;itcr;dized 
Bonds. I099 First Series 

S46.095,OOO Subseries A- I 
(Non-AMT) 

S63,905,000 Subseries A-2 
(AMT) 

5200,000,000 Mortg1gc 
Revenue Bonds 

$ 1  I.UO.000 I999 
Series A-I 

S 188.56O.0OO I999 
Scrics A-2 (AMT) 

$.56.755,000 Housing 
Developmenr Bonds 

$1,675.000 1999 Scrics A 
(Non-AMT) 

$5.080.000 1999 Series B 
(AMT) 

$50.000.000 1999 Series C 
(Non- AMT; Governnicn~d 
Purpose) 

AAA1A:i;dAAA 

AAAI Acid AAA 

1)ate Issued 

September 28.  I999 

Octohcr 2% I999 

November 17, I999 

December 9, 1999 
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ProgramlProjecl 
Funded 

Gcnefiil Mortgage 

Veterans Mortg;ige 
Program 

Tea-Excinpt 
Mortgige Progriim 

Multi-Faintly, 
Spccisl Need\ & 
Congrcgstc Care 

Tax Exempt 

Tax Encmpt 

Tax Exeiiipt 



S103.980,1)01) Stale C;ipilal A A A I A n d A A A  Dcccmher 14. 1909 Govcrnmcntal T a x  Excmpt 
Project Bonds 1999 Series H 
(Non-Cnll;ihlc) 

Purposc 

$36,730,000 Suhscrics 8-1 
S67.2S0.000 Subscries H-2 

S40.000.000 Stale Buildins AAA/Ao;dAAA Dcccmbcr IS .  1099 Go\~ernmciit;il Tan Enempi 
Lexx Bonds Scrics IOOLl I'ur pose 

S70.0~10,0(10 Col1;ilcr;ilizcd AAA/A;iadAAA June 14, 2000 Vc6cr;ins Miirtg;igc Tnx Encmpt 

556.475.000 Subscries A - I  

$13,521.0l10 Suhscrics A-2 

Bonds. 2000 First Scl-ics 1'ropr;ini 

(Nirn-AMT) 

( A m )  

Recent Financial Results of Operations 

Reference is made to the unaudited financial statcmcnts of the Corporation, which show 
that the Corporation's net income for the nine-month period ended March 31, 2001 was $63.4 
million, and to the audited financial stalenients of the Corporation, which show that the 
Corporation's net income for the fiscal years ended June 30, 2000 and 1999 was $81.8 million and 
$79.8 million, respectively. See "Financial Statements" and Appendix A --"Financial Statements 
of the Corporation. " 

The following is a summary of revenues, expcnscs and fund balances for each of the four fiscal 
years ended on or prior to June 30, 2000, and for the ninc-nionth period cndcd March 31, 2001, 
which have bccn derived from the Corporations audited and unaudited linancial statements, 
respectively, prepared on a combined fund basis. 
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materially from those that have been projected. Such risks and uncertainties include, among 
others, general economic and business conditions relating to the Corporation and the housing 
industry in general, changes in political, social and economic conditions, regulatory initiatives and 
compliance with governmental regulations, litigation and various other events, conditions and 
circumstances, many of which are beyond the control of the Corporation. These forward-looking 
statements speak only as of the date of this Official Statement. The Corporation disclaims any 
obligation or undertaking to release publicly any updates or revisions to any forward-looking 
statement contained herein to rcflect any changes in the Corporation's expectations with regard 
thereto or any change in events, conditions or circumstances on which any such statement is based. 

The 1995 State Payment Plan 

On April 23, 1994, the Corporation's Board of Dircctors approved a payment to the State's 
general fund of $200,000,000. 

SMIF Transfers 

In 1997, as a result of the redemption of the remaining Insured Mortgage Bonds of the 
Corporation, there became available for release $27,600,000 of excess amounts from the State 
Mortgage Insurance Fund (the "SMIF"). The Corporation's Board of Directors passed a 
icsotution authorizing the transfer of this amount to the State's general fund in addition to the 
$50,000,000 transferred for fiscal ycar 1998 under the Transfer Plan described below. The 
Corporation transferred $20,000,000 of this amount to thc State's general fund in cash; the 
remaining $7,600,000 increased the Corporation's non-housing capital projects budget. 

The Trartsfer Plan 

The Corporation's Board of Directors approved a transfer plan (the "Transfer Plan") on 
April 27, 1995 and authorized an agreement between the Alaska Commissioner of Rcvcnuc and 
the Corporation that provided for thc orderly transfer of $270,000,000 to thc State's gcneral fund 
in a series of scheduled biannual installments over a five-year period beginning in fiscal year 1996. 
The payments scheduled for the first annual transfcr for fiscal ycar 1996 wcrc complctcd prior to 
December 31, 1995. Scheduled transfers werc $70,000,000 for fiscal year 1996 and $50,000,000 
for the four subsequent tiscal years. 

In addition to the transfers to the State's general fund described in the prcccding paragraph, 
the Corporation also uses a portion of its unrestricted assets to fund ccrtain capital projects 
identified by the State. The aggregate amount expected to be used for State gcneral fund transfers 
and capital projects was addressed by the following legislative intent language included in the fiscal 
year 1996 capital appropriation bill, enacted in 1995: 

"The legislature intends to ensure the prudent management of the 
Alaska Housing Finance Corporation (AHFC) to protect its 
excellent debt rating by the nation's financial community and to 
preserve it as a valuable asset of the state. To accomplish this goal, 
the sum of withdrawals for transfer to the general fund and for 
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expenditures on corporate funded capital projects should not exceed 
the corporation's net income of the preceding fiscal year. AHFC 
projects that the following amounts will be available: 

FY 1996 $127,000,000 
FY 1997 $103,000,000 
FY 1998 $103,000,000 
FY 1999 $103,000,000 
FY 2000 $103,000,000. " 

Le,qi.slrrtive lirtciit. In the legislative intent language included in the fiscal year 1996 capital 
appropriation bill, the projected amounts were based on the Corporation's financial opci-ating plan 
and rcprcscnt thc total amount of anticipatcd Statc transfers and capital expenditures ratlicr than 
projected "net inconic." Suhscqucnt legislative intent language continues to rcfcr to a maxiiiitini 
annual available amoitiit not expected to cxcccd $103.000,000 and states that the Corporation 
cxpccts its "net income" to be no1 less than this aniotint during the term of thc Transfcr Plan. For 
purposes of dctcrmining compliitncc with the lcgislative intent language, and rationalizing the 
rcfci-cnccs to the Corporation projections included i n  such languagc, the Corporation considers 
ccrtnin adjustments to its published net income rcsults. The adjustments include adding back tlic 
aiiiounl of grant expenditures, as thcse expenditures were considcrcd in the yczu the $103,000,000 
w x  allocated and to include them again during the year thcy arc ultiniatcly recognizcd for 
financial reporting purposes would result in their bciiig counted twice. Also, the Corporation 
rccognizcs that during cci-tain years, the adjusted net income may be below the $ 103,000,000, but 
that such a dcficiciicy is acccptablc providcd there arc prior years during the term of the Transfer 
Plan wliich had adjustcd net inconic sull?cicntly abovc the allocation cap to cover the shortfall. 
This recognizes tha t  the cap remains fixed at the $103,000,000 level and is not adjusted upwards 
for years in  which adjusted net income is liiglicr. The schcdulc below compares the net incoine 
to tlic lcgislative allocation limits: 

IOORsJ 
Fiscal Net Gl.ant AcI,justed Legislative Excess 
Ye:lr (I '  Espenciititres Net liiconie hpi)roi,riatiotis (1)eticieticy) 
IWh S I  17.4SO $27.244 S l U . 7 2 4  S127.000 S17.724 S17.724 
1907'2' IOS.320 26.276 134,602 I0I.04s 33,554 51.27s 
I 99x 05.0 I 6 21.577 I 17.49.; Ill3.000 I .:, I79 64.457 
I999 79.851) 17.419 117.250 103.000 (5.731) 58.726 
2000 s I ,  807 IOO.340 103.000 (3.29s) 55,428 

(I I Nc l  iiicoiiic [or all ycais is hiisctl upon tlic C o q i o ~ i t i o n ' s  iiiiditcd Ij i i i i i ici i i l  sIaki i icnts.  
( 2 )  Sclicdulc docs 1101 include tlic CHCCSS in  the Sl;ile Miirtg;gc I i is i i imcc Fund inndc :ivnil;thlc 111 l l ic SI;IIC clut-ins 

1997 i n  l l ic i i m i i i i i t  01- S2S.2 ini l l ion. ( 1 1  which S 2 0  iiiillim \viis tr:ins~crrcd 1 0  1111: Stale iiiid SX.2 iiiilliiiii WIS 

uscd to inci-easc the capilal qipropriution liinit:uioo. 

The I998 Act 

Chapter I29 of the 1998 Session Laws of Alaska (the " 1998 Act"), authorizcd the issuance 
of tip to $224,000,000 in bonds of the Corporation to financc $199,634,509 of legislatively 
authorizcd state capilal pxojects. The bonds arc to be repaid from funds of the Corporation that 

-53- 



were expected to be transferred to the State pursuant to the Transfer Plan. The Corporation views 
passage of the 1998 Act as a continuation to the year 2006 of thc intent of the Legislature stated 
in its fiscal year 1996 capital appropriation hill, enacted in 1995 and descrihcd above, to 
appropriate $103,000,000 annually. 

Thc 1998 Act states that to protect the Corporations debt ratings and preserve it as a 
valuahlc asset of the state, "...the sum of- withdrawals for the rcpayincnt of bonds under sec. 2(c) 
of this Act, for transfer to the general fund, and for expenditures on corporate funded capital 
projects should not exceed the corporation's nct inconic for the preceding fiscal year. The Alaska 
Housing Finance Corporation projects that $103,000,000 will he available in  each fiscal year 
beginning with 1999 through 2006, for a total amount during the seven-year period of 
$721,000,000. " See the paragraph above captioned "Legislative Intent." 

The following table reflects the legislative allocation of the $l03,000,000 considered 
available for fiscal years 2002 and 2001. 

Amounts Made Available by the Corporation 

Transfer Plan Total Available 
Total 

FY2002 FY2001 
$103,000,000 $103,000,000 
$103.000.000 $103.000,000 

Appropriations Enacted for Corporation Transfers 

Housing Expenditures of Other Agencies $ 28,600,000 $ 28,649,800 
Debt service on State Capital Project Bonds 

and University of Alaska Bonds 45,000,000 35,992,500 
Other State Capital and Operating 

Housing Program Expenditui-cs 
Expenditures 10,429,500 24,237,100 

Appropriated to the Corporation 18.970.500 14,120.600 
$ I03.000.000 $103.000,000 

In the annual review of the Corporation's fiscal year 2002 operating budget request, the 
State approved the full level of funding requested by the Corporation for personnel and contractual 
costs. 

The 2000 and 2001 Acts 

The 2000 Lcgislaturc adopted Chaptcr I30 of the 2000 Session Laws of Alaska (the " 2000 
Act"), which providcs i n  part as follows: 

" I n  connection with the authorization contained i n  see. IO(h)  01' this 
Act, the lcgislatui-c 1mt3(es and reaffirms its intent as expressed in 
sec. I, cli. 129, SLA 1998, that the sun1 of withdrawals for 
repayment of bonds under sec. 10(b) of this Act and for all other 
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purposes describcd in scc. 1, ch. 129, SLA 1998, should not exceed 
thc Alaska Housing Finance Corporation's net income for the 
prcccding fiscal year, which the Alaska Housing Finance 
Corporation projects to be $103,000,000 for cach of the fiscal years 
hcginning with 2000 through 2008, for a total during that nine-year 
pcriod of $927,000,000." 

Thc Corporation views passage of thc 2000 Act as a continuation to the year 2008 of the 
intent of thc Lcgislaturc stated in its fiscal year 1996 appropriation bill, enacted in 1995 and 
dcscrihcd above, to appropriate $103,000,000 annually. 

Thc 2000 Act extends to the year 2008 the Legislature's intent to continue annual transfers 
of funds from thc Corporation to the State's general fund (scc "The Corporation -Legislative 
Activity/Transfcrs to the State --State Capital Project Bonding) and (i) authorizes the Corporation 
to issue Corporation general obligation debt for ccrtain state capital projects, (ii) authorizes the 
Corporation (or a subsidiary of thc Corporation) to purchase 40% of the State of Alaska's right 
to rcccivc procccds dcrived from thc scttlemcnt of State ofAlaska 11. Philip Morris, Iricorporated 
et a/. (the "Tobacco Settlement Proceeds"), and (iii) authorizes the Corporation (or a subsidiary 
of the Corporation) to issue bonds secured by the Tobacco Settlement Proceeds to finance $93 
million of school construction projects. 

Thc 2001 Act authorizes the Corporation (or a subsidiary of the Corporation) to purchase 
an additional 40% of the State of Alaska's right to receive proceeds derived from the settlement 
of State qfA/a.sku 11. Philip Morris, liicorporuted et nl. (the "Tobacco Settlement Proceeds"), and 
authorizes the Corporation (or a subsidiary of the Corporation) to issue bonds secured by the 
Tobacco Settlement Proceeds to finance $ I  10 million of state construction projects. See "The 
Corporation -Legislative Activity/Transfers to the State -Establishment of Subsidiary." 

State Capital Project Boizding 

The 1998 Act, authorizing the issuance of up to $224,400,000 in bonds of the Corporation 
to finance projects of the State and municipalities, provides in part as follows: 

"The legislature intends to cnsurc thc prudent nianagcnient of the 
Alaska Housing Finance Corporation to protect its excellent debt 
rating by the nation's financial community and to preserve it as a 
valiiablc asset of the state. To accomplish this goal, thc sum of 
withdrawals for the rcpaymcnt of bonds under sec. 2(c) of this Act, 
for transfcr to the general fund, and for expenditures on corporate 
funded capital projects should not cxceed the corporation's nct 
income for the preceding fiscal year. The Alaska Housing Finance 
Corporation projects that $103,000,000 will be available in each 
fiscal year bcginning with 1999 through 2006, for a total amount 
during the seven-ycar period of $721,000,000." 
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The 2000 Act, authorizing the issuance of Bonds in sufficient amounts to fund the 
construction of various State capital projects, extended the term of the Transfer Plan to 2008, for 
a total amount during the nine year period ending in 2008 of $927,000,000. 

Capital Appropriations 

Thc Corporation also uses its resources to fund certain capital projects identified by the 
State. See the paragraph above captioned "Legislative Intent" undcr "Legislative 
Activity/Transfers to the State -The Transfer Plan. " 

Policy discussions among the Corporation, the Govcrnor, and the Lcgislature ovcr the use 
of the annual transfers from the Corporation have been bascd on two primary criteria. First, the 
Corporation's total allocations to the State could not exceed the total amount made available by 
the Corporation as determined by its Board of Directors. Sccond, an adequatc lcvcl of funding 
needed to be appropriatcd to the Corporation's housing programs and public housing facilities, 
including adequate maintenance of those physical structures owned by the Corporation. 

With the additional amounts made available from the SMIF and a transfer to fiscal year 
1998 of $2,550,000, which had been transferred to the State for fiscal ycar 1997 but which had 
not been appropriated in  fiscal year 1997, thc Legislaturc increased the amount transferred to the 
State treasury and used available funds for non-housing related capital expcnditures as shown in 
the table above under "Legislative Activity/Transfers to the State -The Transfer Plan" rcflccting 
legislative allocation of the $l03,000,000 considercd available for fiscal years 2000 and 2001. 
Such table also rcflccts the legislative allocation of the $103,000,000 considercd available for fiscal 
ycar 1998. The $24,019,900 indicatcd as available for further appropriation represents the 
difference between thc $31,876,000 which was originally assumed to be needcd for debt scrvicc 
and the $7,856,100 dctermined to be thc actual dcbt scrvicc requirement in fiscal ycar 1998 for 
thc Corporation's State Capital Projcct Bonds, 1999 Scrics A. This amount was subsequently 
transfcrrcd to the State. 

Thc presence in the 1998 Act ofthc legislative intent languagc set forth above undcr "State 
Capital Projcct Bonding" is an unusual occurrcnce in Alaska. Intcnt language is discouragcd and 
when included is frequently line-itcm vetoed by the Governor. 

Bond procceds for Stetc capital expenditures arc allocated to agcncies or municipalities, 
and in the 1998 Act totaled $199,634,509, subject to Icgislativc appropriation. Such an 
appropriation bill was adopted contemporaneously with the 1998 Act. The larger projccts 
allocated under the 1998 Act included deferred maintenance at the University of Alaska, 
Fairbanks, new schools, school maintenance projects, and harbors and armories. 

As of March 3 1,  2001, the Corporation has issued $196,345,000 principal amount of State 
Capital Project Bonds pursuant to the 1998 Act, and $74,535,000 principal amount of State Capital 
Project Bonds pursuant to the 2000 Act, and has completed its issuance authority under the Acts. 
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Corporation Budget Legislation 

The Corporation Fiscal Year 2002 operating budget was approved by the Legislature at 
approximately the amount submitted during the 2001 legislative session. Also, the Corporation 
submitted a capital budget request of $37.3 million for the renovation and maintenance of the 
Corporation's public housing facilities for housing programs for low-inconic families, special 
needs, senior citizens, and rural communities. Of this amount, $33.4 million was approved, with 
federal and other non-Corporation funding of $14.4 million to be received. 

There can bc no assurance that the Legislature or the Governor of the State will not seek 
and/or enact larger dividends or other transfers of Corporation assets by legislative enactment or 
other nicans in the future. 

Legislative Reviews 

A report by Legislative Budget and Audit ("LB&A"), dated February 9, 1995 (the "1995 
Report"), included ii review of the Corporation's internally prepared financial operating plan 
which compared projected financial requirements with anticipated financial resources (the 
"Financial Plan"). Thc Transfer Plan described above was based upon tlic results of the Financial 
Plan. 

The 1995 Report claiined that, after considering the $200,000,000 fiscal ycar 1995 
transfcr-, a total  of$445,000.000 could bccomc excess to the Corporation during its next two fiscal 
ycars. The 1995 Report suggested that $295,000,000 could be transferred to the State during 
fiscal ycai- 1996 and an edditional $150,000,000 in fiscal ycar 1997. Tlic 1995 Report was 
consideratc of the potential impact additional transfers might have on the ratings of the 
Corporation's bonds end its ability to access capital m:irkcts. Whilc observing that the 
Corporation s rcsotirccs arc sufficient to accommodate tlic removal of$445,000,000, the following 
coninicnt was included in the 1995 Report: 

" We i-ccoiiinicnd the potential cuniulativc effect of bond ratings and 
investor contidenccs be considered before transferring additional 
nsscts fi-om AHFC [or gcncral fund purposcs. " 

On June 14, 1999, thc Legislative Budget and Audit Comniittcc (tlic "Comniittcc") 
approved a report by LB&A made available during the previous Lcgislativc Scssion, which 
includcd an update of the 1995 Report (the " 1999 Report"). The 1999 Report, dated February 23, 
2000, contained the following conclusion: 

" Wc analyzed Alaska Housing Finance Corporation' s (AHFC or 
corporation) financial statements and cash flow projections on the 
unrestricted gcncral account, including critical assumptions. Based 
on this analysis, we determined tlicrc arc no cxccss available assets 
beyond the annual $103 million commitment to thc State through 
FY 06. Furthcr, it appears there inay be insufficient unrcstrictcd 
cash to makc available the $103 million in the final ycar of thc 
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eight-year scrics transfer agreement. We also dctcrmincd that 
additional cash and investments totaling $8 million could be moved 
into the unrestricted general account from thc Home Ownership 
Fund. Once i n  the unrestricted general account, these funds would 
be available for withdrawal. We reviewed AHFC' s collateralization 
policy and found that changes had occurred since 1995." 

The Committee also requcsted that LB&A perform an audit of the Corporation related to 
thc operation of its Small Community Loan Program, which providcs loans to rcsidcnts in rural 
Alaska. It is expected that the audit will consider the economic need foi- the intercst rate reduction 
providcd under that program and whether thc rural lending activity could be financed through 
othei- conventional programs of thc Corporation. If a determination is made that the rural loans 
could or should be accommodated through the Corporation's othcr programs, the audit results 
could include a suggestion regarding the future collections of the HALF. As required under 
existing statutes, the rural loans arc held in a separate trust account, the HALF. Collections of 
revenue and principal on loans held in the HALF are required to be redeposited into the HALF. 

Aggregate State Transfers 

The following reflects thc aggrcgatc transfers which the Corporation has made to the State 
through March 31, 2001, or which, in thc case of the University of Alaska deferred maintenance 
funding for other than student housing, were appropriated and incorporated in agreements where 
actual payments will be made as requested: 

'rnlnsfer 'rvlle I'rc-FY9X FY9X Fy')1) 'T<>k,I 
SI;,w d C b i  rupiliil F:lrly S Z'J.S41.OOC S 29.84l.000 
Slillll il%CI ~"lrclmer ~SZ.?6O.IUHl 25~.260.000 
I>iviili.nd ~ p ; y n c ~ ~ ~  I I4.324.olul 114.32J.000 
. 'il, AIL . Lquiiy , ~ r m s k r r  32X.865.lXlll 5 9 I .057.1UUI S42,~J~J.~,lUUl S32.M1O.l11Ul Sl5.007.1100 50').922.000 
Deb1 scivicc on Smiu C;q>ii:tl 

f'r<>jrlcci I $ i r i ~ l r  :~iitl 

Universi ly of Aktsk:) Bonrlr li.X57.(I(Kl 19.OOO.(KlO 30. I I5.OlXI 57 .972 .m 
O l h U T  i\geilcy l.luo<ing 

lixpendiurcs 4.;. 259.lXllI 17.24?.lK)ll 36.265.lUUI 30. 167.(Ki0 I.l.li2(l.(XUl 14.753.D(I(l 
' r w  S76S.~4'J.lXlO SlflS.2~~9.lUlO SXS. I IS.I)lUl SSI.  167.000 S59.%42.OOll 51. 1116.072.000 

Estublishrtierrt of Subsidiary 

Thc Northern Tobacco Securitization Corporation ("NTSC") is a nonprofit corporation 
organized as a subsidiary of the Corporation. Thc NTSC was established pursuant to the 2000 
Act. As a subsidiary of the Corporation, NTSC is a government instrumentality of, but separate 
and apart from, the State. 

The Tobacco Scttlcment Asset-Backed Bonds, Scrics 2000 (the "Scrics 2000 Tobacco 
Bonds") wcrc issued on Octobcr 26, 2000 in an amount of$l16,050,000 pursuant to an Indcnturc 
and a Scrics 2000 Supplemental Indenture, cach dated as of Octobcr I ,  2000 (collectively, the 
"Tobacco Indenture"), and cach between NTSC and U.S. BankTrust National Association, Seattle 
Washington, as indenture trustee. The Tobacco Indenture docs not permit NTSC to issuc any 
additional scrics of bonds secured by a pledge of the Plcdgcd Receipts, othcr than those which may 
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be issued for refunding purposes. Thc State will apply the procccds of the sale of the Pledged 
Receipts to finance the capital costs of school construction. 

The Series 2000 Tobacco Bonds were issued to finance NTSC's purchase of the Pledged 
Receipts, consisting oT40% of all amounts required to he paid to the State beginning January 10, 
2002 under the Master Settlement Agrcement (the "MSA") entered into by participating cigarette 
manufacturers, 46 states and six othcr U.S. jurisdictions in  November 1998 in settlement of certain 
smoking-related litigation. Under applicable State law, the claim of NTSC to that portion of the 
MSA payments being sold to the NTSC is on a parity with thc claim of the State to ownership of 
the remaining perccntagc of all amounts required to be paid to the State beginning January 10, 
2002 under the MSA. 

A further issue of Tobacco Settlement Asset-Backed bonds similar in all respects to the 
Series 2000 Tobacco Bonds (the "Series 2001 Tobacco Bonds") is expected to be delivered on or 
about August 15, 2001. 

The Series 2001 Tobacco Bonds will be issued to finance NTSC's purchase of the 2001 
Pledged Receipts, consisting of 40% of all amounts required to be paid to thc Statc beginning 
January 10, 2002 undcr the MSA. Under applicable State law, the claim of NTSC to that portion 
of the MSA payments being sold to thc NTSC is on a parity with the claim of the State to 
ownership of the remaining percentage of all amounts required to be paid to the Statc beginning 
January 10, 2002 under the MSA. 

On October 1 I ,  2000, a complaint was filed in the Superior Court for the State of Alaska, 
Third Judicial District (Myers 11. Stcite uf Alnskci, Alciskci Housbig Firiciiice C o r ~ ~ " x ~ t i u r ~  aricl 
Northern Tul~cicco Settlenierit Corporcitiori), seeking a declaratory judgment determining that the 
sale of the 2001 Pledged Receipts by the State to thc Corporation or to NTSC is a dedication of 
State funds for a special purpose, in violation of Section 7, Article IX, of the Alaska Conslitution. 
On October 24, 2000, Superior Court Judge Hensley ruled that such sale of the 2001 Pledged 
Receipts did no1 violate the Alaska Constitution. Plaintiff thereafter appealed to the Alaska 
Supreme Court; oral argument took place on July 11, 2001. 

The Attorney General and Bond Counsel have rendered with respect to the Series 2000 
Tobacco Bonds, and will render with respect to the Series 2001 Tobacco Bonds, their opinions 
that, while it is not possible to predict the outcome of any litigation with certainty, including this 
litigation, they believe the claims made in the complaint are without merit in that the 
aforementioned sales are constitutional in all respects under the Alaska Constitution and, 
accordingly, that the State and NTSC will prevail in a court of final jurisdiction with respect to 
the claims raised in the complaint. 

Neither the credit, nor the rcvcnues, nor the taxing power of the State or the credit or 
revenues of the Corporation shall be, or shall be deemed to be, pledged to the payment of any of 
the Series 2000 Tobacco Bonds or the Series 2001 Tobacco Bonds. NTSC has no taxing power. 

-59- 



Litigation 

There are no threatened or pending cases in which the Corporation is or may be a 
defendant which the Corporation feels have merit and which it feels could give rise to materially 
negative economic consequences. 

SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE 

The followirig is u surrimriry of'certuiri proiJisions ofthe Inderiture. The srrmrrinry does not 
pur/mrt to be coniprelierisive or dejbiitive mid is qirulified in its entirety by referelice to the 
Irideiitirre. For u description of certuiri provisioris qf the Iiidemrre relntirig to the 2001 Borids, see 
"Tlie 2001 Bonds" urid "Sources of Puyriierit urid Security for  the Bonds. '' 

Certain Definitions (Section 102) 

"Authorized Hedging Payments" means payments that are (i) designated as such in  the 
related Authorizing Indenture with respect to specified provisions of the Indenture and (ii) due to 
the counterparty of a Hedging Instrument from the Corporation or the Trustee. 

"Authorizing Indenture" means, with respect to any Bond or Series of Bonds, the 
Supplemental Indenture pursuant to which such Bond or Scrics of Bonds is issued. 

"Bond Coveragc" means a condition which will be decmcd to exist as of any date of 
certification if either the test set forth in paragraph (A) below or the test set forth in paragraph (B) 
bclow is met as of such date: 

(A) The Corporation deliveis to the Trustee a Ccitifieate certifying that the schedules 
attached thereto show Parity and Loan Loss Coverage and show receipt and application of amounts 
which are in any Fund except the Rebate Fund and the Bond Purchase Account sufficient and 
available to provide timely payment of thc principal of and interest on the Bonds on each Debt 
Service Payment Date and Program Expcnses, up to the amount permitted to be paid out of the 
Operating Account within the Redemption Fund pursuant to the Indenture, from (and including) 
the first interest payment date that is or that follows the date of certification to the maturity of the 
Bonds. In each case the Certificate must show sufficient funds under each of the following sets 
of assumptions and, in the case of each such schedule, assuming any timing of redemption of 
Bonds which each such schedule shows (providcd Bonds are redeemed thereunder from amounts 
in the General Account and the Principal Account of the Redemption Fund in accordance with the 
provisions of the Indenture): 

(1) assuming receipt of Scheduled Payments (but no prepayments not 
theretofore received) on any Mortgage Loan or mortgage loans represented by Mortgage 
Certificates; 



(2) assuming prepayment of 100% of the principal of, and payment of 100% 
of accrued interest on, all the Mortgage Loans and mortgage loans represented by all the 
Mortgage Certificates on the day after the date of certification; and 

(3) assuming receipt of Scheduled Payments to, and such 100% prepayment on, 
the day after the first Debt Service Payment Date on the Bonds following the date of 
certification. 

(B) The Corporation delivers to the Trustee a Bond Coverage Certificate certifying as 
to another calculation (including, without limitation, any definition or component thereof) that is 
of Rating Quality. 

Any Certificate delivered to the Trustee pursuant to this definition must conform to the 
requirements of the Indenture and either (A) or (B) of this definition. When the Corporation 
delivers a Bond Coverage Certificate under (A) of this definition, the schedules attached to the 
Certificate will be based upon the Investment Assumptions and the Mortgage Payment 
Assumptions in addition to the assumptions required elsewhere in this definition, and will provide 
a detailed calculation of all data relevant thereto, setting forth in  detail each of the items required 
to be set forth in such Certificate. The Trustee will review each such Certificate as to its 
conformity to the requirements of this definition, but as to the actual calculations and conformity 
to the assumptions required in this definition the Trustee will have no responsibility to verify the 
same and will be fully protected in relying on such certificatc, Ictter or opinion of such firm of 
Accountants. For purposes of this definition as applied to Bonds bearing interest at a variable ratc, 
any assumptions madc in the calculation of intcrcst in connection with the issuance of such Bonds 
will be as set forth in thc related Authorizing Indenture, and any assumptions made in the 
calculation of interest in connection with the other matters arising under the Indcnture will be as 
set forth in the related Authorizing Indenture or as sct forth in an Authorized Officcr's Certificate 
consistent with the related Authorizing Indenture. 

"Code" means the United States Internal Rcvcnue Code of 1986, as amcnded, and the 
regulations promulgated thereunder or applicable thereto. 

"Costs of Issuance" mcans, with respect to a Series of Bonds, any items of expcnsc directly 
or indirectly payable or reimbursable by the Corporation and related to the authorization, salc and 
issuance of such Bonds, including but not limited to printing costs; costs of preparation and 
reproduction of documents; filing and recording fees; initial fees and charges (including legal fees 
and charges) of the Trustee and of any fiduciary, including, but not limited to, paying agents and 
providers of letters of credit and other forms of credit or liquidity enhancement in connection with 
such Bonds; legal fees and charges; fees and disbursements of consultants and professionals; costs 
of credit ratings; fees and charges for preparation, execution, transportation and safekeeping of 
such Bonds; and any other cost, charge or fee in connection with the issuance of such Bonds. 

"Debt Service Payment" means any scheduled payment of principal of or interest on the 
Bonds, together with payment of the Redemption Price of and accrued interest on the Bonds in the 
event that the Bonds are redeemed. 
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"Debt Service Payment Date" mcans any datc on which any Debt Scrvicc Paymcnt is duc, 
including the date. (if any) of the rcdcmption of any Bonds. 

"Hcdging Instrument" mcans any intercst ratc, currcncy 01- cash-flow swap agrccmcnt, 
interest rate cap, floor or option agrecmcnt, forward paynicnt conversion agrccmcnt, put, call or 
other agreement or instrument to hedge payment, interest ratc, sprcad or similar cxposurc; which 
in each casc is dcsignatcd by thc Corporation as a Hcdging Instrument undcr the Indenture. Each 
Hedging Instrument must incct the reqiiircmcnts of thc Indenture thcrcfor described below under 
"Sale of Program Obligations; Hcdging Instruments. " 

"Insurance Policy" mcans (i) a niortgagc policy of title insurance, issued by a title 
insurance company qualified to do business in the State and acceptable to thc Corporation, insuring 
the Corporation that the Mortgage on thc premises is a valid and enforceable first mortgage, 
subject only to Pcrmittcd Encumbrancc, (ii) a standard homeowncr's form of fire with extcndcd 
coverage policy, (iii) if the loan-to-value ratio of the mortgaged property cxceeds eighty percent, 
but does not excccd nincty pcrccnt, private mortgagc insurancc covering twenty percent of thc 
Mortgage or, if the loan-to-valuc ratio exceeds ninety percent, private mortgage insurance 
covering twenty-five percent of the Mortgage or, in either of such cvcnts, altcrnativcly, Federal 
mortgage insurance or guxanty; and (iv) in the case of a Streamlined Mortgagc Loan, private 
mortgagc insurance to the extent required by the Corporation at thc timc such Streamlined 
Mortgagc Loan was refinanced. 

"Investment Agreement" means a guaranteed investment contract which may be entcred 
into bctween the Corporation or thc Trustee and any corporation (including the Trustee) having 
(as of the date of execution of the Investment Agrcemcnt) outstanding unsccored obligations that 
arc rated at least (i) "AaYP-I" by Moody's and in the highcst rating category by S&P and Fitch 
(if rated by Fitch) for the Debt Scrvicc Rcscrvc Account, the Revenue Fund and the Redemption 
Fund (and thc Accounts thcrcin) and (ii) "Aa2/P-I" by Moody's, "AA-/A-I+ " by S&P and "AA- 
/F-I+ " by Fitch (if rated by Fitch) for the Program Obligation Fund, or if such corporation lacks 
the applicable ratings, having long-term debt securities rated in the highcst rating catcgory by the 
Rating Agencies; provided, howcvcr, that, in lieu of the forcgoing, any guaranteed invcstinent 
contract will bc of Rating Quality. 

"Investment Assumptions" mcans an annual rate of 2.5%; provided, however, that if, at 
the date of any Bond Covcragc Certificatc to be delivcrcd investmcnt earnings assumptions used 
by the Rating Agcncics arc higher than the assumed annual rate set forth in this definition (as 
evidenced in writing from each Rating Agency) or if actual invcstment carnings may be calculated 
for any period (including any period commencing in  the future in thc case of amounts which when 
received will be invested under an Investmcnt Agreement) by reason of the existence of a rate 
assured by an Investmcnt Agrccnient, then "Investment Assumptions" will mean the earnings at 
the earning assumptions uscd by the Rating Agencies or the earnings on the Investment Agreement 
as the casc may bc; providcd, howcvcr, that "Invcstinent Assumptions" may bc modificd by 
Supplemental Indenture if such modification will not adversely affect the ratings then assigned to 
any Bonds by the Rating Agencies. 
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"Investment Sccuritics" mcans any of the following investments bcaring interest or issued 
at a discount: 

( I )  dircct obligations of, and obligations fully guarantccd as to full and timcly payment 
of intcrcst and principal by, the Unitcd Statcs of America, or any agcncy or instrumentality of thc 
United Statcs of Amcrica thc obligations of which arc backed by the full faith and credit of the 
Unitcd Statcs of America; 

(2) instrunicn& cvidcncing dircct ownership intcrcsts in  direct obligations, 01- spccificd 
portions (such as principal or intcrcst) of such obligations, of thc Unitcd Statcs of Amcrica which 
obligations arc hcld by a custodian in safe keeping on behalf of the holders of such rcccipts, i f  such 
instruments havc tcrms, conditions and/or crcdit quality such that thc ratings on thc Bonds will not 
bc adversely affcctcd; 

(3 )  demand and time deposits in ,  certificates of deposit of, banker's acccptanccs issued 
by the Trustcc or any other bank or trust company organizcd under the laws of the Unitcd States 
of America 01- any state thereof and subject to supcrvision and examination by federal andor  statc 
banking authorities, or any forcign bank with a branch or agcncy liccnscd under the laws of the 
Unitcd Statcs of America or any statc thcrcof or under the laws of a country thc Moody's 
sovereign rating for bank deposits in rcspcct of which is "Aaa", so long as at the time of such 
invcstmcnt (a) the unsccurcd dcbt obligations of such bank or trust company (or, in the case of thc 
principal bank in a bank holding company system, the unsccurcd dcbt obligations of such bank 
holding company) havc credit ratings from S&P, Moody's and Fitch (if rated by Fitch) at lcast 
cqual to the ratings of thc Bonds which wcrc in cffcct at thc timc of issuance thereof or (b) thc 
invcstmcnt matures in six months or less and such bank or trust company (or, in thc casc of the 
principal bank in  a bank holding company system, such bank holding company) has outstanding 
commercial paper rated "A-l+ " by S&P, "P-I" by Moody's and "F-I+ " by Fitch (if rated by 
Fitch); 

(4) repurchase obligations hcld by the Trustcc or a third party acting as agcnt for thc 
Trustcc with a maturity datc not in cxccss of 30 days with rcspcct to (a) any security described in 
paragraph ( I )  or (b) any other security issued or guarantccd by an agcncy or instrumcntality of thc 
Unitcd States of America, in cithcr case entered into with any other bank or trust company (acting 
as principal) described in clause (b) of paragraph (3) abovc; 

( 5 )  sccuritics (othcr than sccuritics ofthc typcs described i n  the othcr paragraphs under 
this definition of Invcstincnt Sccuritics) which at the time of such investment have ratings from 
S&P, Moody's and Fitch (if rated by Fitch) at lcast cqual to the highcst ratings catcgorics of thc 
Rating Agcncics for obligations similar to the Bonds which were i n  cffcct at the time of issuancc 
thereof and which cvidcncc a dcbt of any corporation organized undcr the laws of the Unitcd Statcs 
of Amcrica or any statc thcrcof cxcluding fcdcral sccuritics that were purchascd at a pricc in 
cxccss of par; providcd, howevcr, that such sccuritics issucd by any particular corporation will 
not bc Invcstmcnt Sccuritics to thc extent that investment therein will cause the then outstanding 
pi-incipal amount of sccuritics issucd by such coi-poration and hcld under thc Indcnturc to cxcccd 
10% of the aggrcgatc outstanding principal balances and amounts of all Program Obligations and 
Investment Sccuritics hcld undcr thc Indcnturc; 
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(6)  securities (a) which at the time of such investment have ratings from S&P, Moody's 
and Fitch (if rated by Fitch) at least cqud to thc highcst ratings available from such rating agencies 
for obligations similar to thc Bonds; (b) which cvidcncc a debt of any statc or municipal 
government of the United States or any agency, instrumentality, or public corporation thcreof 
authorizcd to issuc bonds on behalf thcreof or any nonprofit corporation described in Revenue 
Ruling 63-20; and (c) thc intcrcst on which is exempt from federal incomc taxation to the same 
cxtcnt that intcrcst on thc Bonds (othcr than Bonds issiicd as fcdcrally taxable bonds) is exempt 
from fcdcral incomc taxation and is not trcatcd as a prcfcrcncc item to hc included in calculating 
the altcrnativc niiniinum tax imposed under the Codc; 

(7) money markct funds that iiivcst cxclusivcly in sccuritics dcscribcd in paragraph (6) 
of this dcfinition and have a rating of "Aaa" by Moody's, " AAAni" or "AAAni-G" by S&P and 
"AAA" by Fitch (if ratcd by Fitch); 

(8 )  commercial papcr with a maturity date not in cxccss of270 days ratcd "A-I+ " by 
S&P, "P-I" by Moody's and "F-I+ " by Fitch (if ratcd by Fitch) at the time of such investment; 

(9) an Invcstnicnt Agreement; 

(10) moncy niarkct funds (other than those described in paragraph (7) of this dcfinition), 
ratcd "AAAm" or "AAAn-G" by S&P, "Aaa" by Moody's and "AAA" by Fitch (if ratcd by 
Fitch), sccurcd by obligations with maturitics of onc yew or less thc payincnt of principal and 
intcrcst on which is guaranteed by the full faith and credit of the Unitcd States of America; and 

( 1  1)  any othcr investment of Rating Quality. 

Nonc of the above-described invcstnicnts may havc a S&P ' r '  highlighter affixcd to its 
ratings. Each invcstnicnt (othcr tliini an Invcstnicnt Agrccmcnt) must have a prcdctcrniincd lixcd 
dollar nniount of principal due at maturity that cannot vary or cliangc. lntcrcst may hc cithcr fixcd 
or variablc. Variablc rate intcrcst must bc ticd to a singlc intcrcst ratc indcx plus a singlc fixcd 
spread, if any, and mow proportionatcly with that indcx. 

"Loan Loss Covcrage" mcans, from and after thc datc of calculation through tlic final 
maturity datc of thc Bonds, i n  addition to amounts held in Funds and Accounts under the Indenture 
that arc included in calculating Pnrity, an amount of Invcstmcnt Sccuritics and/or Mortgage 
Certificates and/or Mortgage Loans that do not undcrlie Mortgage Certificates, hcld i n  F~iiids and 
Accounts under the Indcnturc (cxccpt tlic Rcbatc Fund and the Bond Purchasc Account), such that 
(A) tlic s u m  of (i) the aggrcgatc principal amount of such additional Invcstnicnt Sccuritics divided 
by 0.08, (ii) the aggrcgatc principal anount of such additional Mortgage Certificates divided by 
0.085, and (iii) the aggrcgatc outstanding principal balance of such additional Mortgagc Loans that 
do not undcrlie Mortgagc Certificates divided by 0.09, is equal to or greater than (B) tlic aggrcgatc 
outstanding principal balance of Mortgage Loans that do not underlic Mortgage Certificates and 
that arc not covered by niortgagc pool insurancc that are included i n  calculating Parity. 

"Mortgage Certificate" nicans a FNMA MBS, a GNMA Certificate (which may be in 
book-entry form, and if hcld in book-entry form with PTC, such Certificate is held in a limited- 
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purpose account), or a FHLMC Certificate, in each case registered in the name of the Trustee as 
Trustee under thc Indenture. 

"Mortgage Loan" means an interest-bearing mortgage loan evidenced by a note, bond or 
other instrument which will: 

(1) be for the purchase of an owner-occupied, one-, two-, three-, or four-family 
residence located in the State, a one-family condominium unit, or a dwelling unit located in a 
building containing more than two units; 

(2) be secured by a Mortgage constituting a first lien, subject only to Permitted 
Encumbrances, on the residential housing and the premises on which the same is located or on a 
leasehold interest therein having a remaining term, at the time such mortgage loan is acquired, 
sufficient in the opinion of the Corporation to provide adequate security for such mortgage loan; 

bear a fixed rate of interest for an initial term of not less than 15 years, but not (3) 
more than 30 years; and 

(4) 

"Mortgage Payment Assumptions" means and includes the following assumptions to be 
used by the Corporation in preparing each Bond Coverage Certificate: ( I )  payment lags from the 
first day of the month in which the Program Obligations are funded to the receipt date of (a) 50 
days for each GNMA I Certiticatc and each Gold FHLMC PC hcld in the Program Obligation 
Fund, (b) 60 days for each GNMA I1 Certificate held in the Program Obligation Fund, (c) 60 days 
for each FNMA MBS held in the Program Obligation Fund, (d) 90 days for each Mortgage Loan 
which has not been converted to a Mortgage Certificate hcld in  the Program Obligation Fund, and 
(e) with respect to other mortgage instruments as described in the definition of Program 
Obligations, the payment date set forth in  the applicable Authorizing Indenture; (2) payment whcn 
due of applicable scrvicing and guarantee fees to GNMA, FNMA, and FHLMC; (3) use of money 
in the Program Obligation Fund prior to the completion of acquisition of  Program Obligations to 
acquire Mortgage Loans that have not bccn converted to Mortgage Certificates; and (4) use of the 
money deseribcd in clause (3) hereof in the nianncr described in clause (3) hercofcither on the last 
day of the acquisition period (.if application of such money to such purpose prior to such last day 
would result in thc receipt of funds during such period in  excess of the amount required to provide 
timely paymcnt of the principal of and interest on the Bonds during such period) or, otherwise, 
on the date of calculation. 

be subject to an Insurance Policy. 

"Outstanding," when used with reference to Bonds, means, as of any date, all Bonds 
theretofore or thereupon being authenticated and delivered under the Indenture except: 

(1) 

(2) 

any Bonds canceled by the Trustee at or prior to such date; 

Bonds for the transfer or exchange of or in lieu of or in substitution for which other 
Bonds have been authenticated and delivered pursuant to the Indenture; and 
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(3) Bonds deemed to have been paid as dcseribed undcr "Summary of Certain 
Provisions of the Indcnturc4cfeasancc. " 

"Parity" means, in cach case at all times from and aftcr the date of calculation through the 
final maturity date of thc Bonds, (i) for the purposcs of withdrawing money from the Indenture, 
an amount then bcld in Funds and Accounts under thc Indcnturc (cxccpt the Rebate Fund and thc 
Bond Purchase Account) at least equal to 103% of Bonds thcn Outstanding; and (ii) for all othcr 
purposes, an amount thcn held in Funds and Accounts under the Indenture (exccpt thc Rcbatc Fund 
and the Bond Purchase Account) at least equal to 100% of Bonds then Outstanding. 

"Pledged Revenues" means (i) all payments of principal of and interest on Program 
Obligations immediately upon receipt thereof by the Corporation or any Dcpository or the Trustee 
(including payments representing prepayincnts of Mortgage Loans and any payments received 
from FNMA pursuant to its guarantee of the FNMA MBSs and from GNMA pursuant to its 
guarantcc of the GNMA certificates and from FHLMC pursuant to its guarantcc of the FHLMC 
Certificates) and all other net proceeds of such Program Obligations, (ii) all amounts so dcsignated 
by any Supplcniental Indcnturc and rcquircd by such Supplcmcntal Indcnturc to bc deposited in 
thc Rcvcnuc Fund; (iii) amounts rcccivcd by the Corporation or thc Trustcc undcr any Hedging 
Instrument; and (iv) income or interest carncd and gain realized in ~ X C C S S  of losses suffered by a 
Fund othcr than the Rebate Fund and thc Bond Purchasc Account as a rcsult of the investment 
thereof; but Pledged Revenues do not include amounts derived from any Liquidity Facility. 

"Program" means thc part of the program of the Corporation relating to the Bonds. 

"Program Expcnscs" means all the Corporation's expenses in carrying out and 
administcring a Program and include, without limiting the generality of the foregoing, salaries; 
supplies; utilities; mailing; labor; materials; office rent; maintenance; furnishings; equipment; 
machinery and apparatus; insurance premiums; legal, accounting, managcmcnt, consulting, and 
banking services expenses; bond insurance premiums; the fees and expenses of the Trustee and 
Dcpositorics, including counsel thereto; and payments for pension, retirement, health and 
hospitalization, and life and disability insurance bencfits, all to thc extcnt properly allocable to the 
Program. 

"Program Obligations" means (a) Mortgagc Loans (or participations therein) and Mortgage 
Certificates (or participations therein) and (b) if thc Rating Agcncics have previously informed the 
Corporation and the Trustec in writing that there would be no adverse effect on the Unenhanced 
Ratings thcn assigned by thcni to the Bonds, other mortgage instruments (or participations thercin) 
depositcd in the Program Obligation Fund or idcntificd or dcscribed by thc Corporation cithcr in 
the Authorizing Indenture authorizing the issuance of a Series of Bonds or otherwise in writing 
to the Trustec. 

"Rating Agencies" means Moody's, S&P and Fitch. 

"Rating Quality" mcans having terms, conditions and/or a credit quality such that thc itcm 
stated to bc of Rating Quality will not adversely affect the Unenhanced Rating assigned by the 
Rating Agencies to the Bonds. 
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"Secured Obligations" incans (i) the obligation of the Corporation to pay the principal of, 
and the interest and premium, if any, on, all Bonds according to their tenor, and the performance 
and observance of all thc Corporation's covenants and conditions in the Bonds and the Indenture; 
and (ii) the payment and performance of all obligations of the Corporation pursuant to any 
Hcdging Instrument entered into with respect to all or any portion of the Bonds and specified as 
such i n  any Authorizing Indenture, but orrly to thc cstent provided for in the Indenture and any 
Supplemental Indenture; hut "Secured Obligations" does not include any ohligation of the 
Corporation to purchase Bonds tendered prior to their maturity date or redemption date or to 
reimburse any Liquidity Provider for amounts drawn on or madc available pursuant to a Liquidity 
Facility for the payment of any such purchase obligation. 

"Streamlined Mortgage Loan" means a Mortgage Loan of the Corporation modified to 
require lower mortgage payments pursuant to action of the Corporation in December 1991. 

"Unenhanced Rating" means with respect to any particular Bonds, the long-term credit 
rating assigned to such Bonds by each Rating Agency for such Bonds without regard to any bond 
insurance or other form of credit enhancement that may then exist with respect to such Bonds. 

Indenture to Constitute a Contract (Section 202) 

In consideration of the purchase and acceptance of the Secured Obligations by those who 
hold the same from time to time, the provisions of the Indenture will be a part of the contract of 
the Corporation with the holders of Secured Obligations and will be deemed to be and will 
constitute a contract among the Corporation, the Trustee and the holders from time to time of the 
Secured Obligations. The pledgc effected by the Indenture and the provisions, covenants and 
agreements set forth in the Indenture to be performed by or on behalf of the Corporation will be 
for the equal benefit, protection and security of the holders of any and all of such Secured 
Obligations, each of which will be of equal rank without preference, priority or distinction over 
any other thereof except as expressly provided in the Indenture. 

Issuance of Additional Bonds (Sections 204 and 205) 

The Indenture authorizes additional Bonds (including refunding Bonds) of a Series to be 
issued from time to time, subject to the terms, conditions and limitations set forth therein. The 
Bonds of a Series are to be executed by the Corporation and delivered to the Trustee for 
authentication and delivery only upon receipt by the Trustee of: 

(i) a Counsel's Opinion to the effect, among other things, that the Bonds of such Series 
have been duly and validly authorized and issued in  accordance with the Constitution and statutes 
of the State, including the Act as amended to the date of such opinion, and in accordance with the 
Indenture; 

(ii) 

(iii) 

a copy of the Authorizing Indenture; 

the amount of the proceeds of such Series and amounts from other sources to be 
deposited in any Fund or Account held by the Trustee pursuant to the Indenture; 
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amount required to pay interest, principal or Sinking Fund Installments on the Bonds on such 
Interest Payment Date, any deficiency in each such Account will bc immediately satisfied with a 
transfer from the Debt Service Reserve Account to the applicable Account or, if insufficient, by 
a deposit to the applicable Account of any other funds of the Corporation available therefor. On 
any Interest Payment Date, funds on deposit in the Debt Service Reserve Account in excess of the 
Minimum Debt Service Reserve Requirement may be withdrawn and paid over to the Corporation 
frec and clear of the lien and pledge of the Indenture if the Corporation has filed with the Trustee 
a Bond Coverage Certificate demonstrating Bond Coverage after giving effect to such withdrawal; 
provided, that all Debt Service on thc Bonds then due has been paid on such Interest Payincnt 
Date, and that all amounts then due from the Corporation or the Trustee to the counterparties 
under any Hedging Instruments have been paid on such Interest Payment Date; and provided, 
further, that no such withdrawal may be made (i) while proceeds of any Series are on deposit in 
the Program Obligation Fund and have not been either exchanged for Program Obligations or 
applied to the redemption of Bonds of such Series or (ii) for sixty days following any period 
described in (it; and provided, further, that no such funds derived from the proceeds of tax-exempt 
Bonds may be so released without a Counsct' s Opinion to the effect that such release will not 
adversely affect the tax-cxcmption of interest on the tax-exempt Bonds from which such funds 
were derived. Any amounts remaining in the Debt Service Reserve Account five days after each 
following Interest Paynicnt Date in excess of the Minimum Debt Service Reserve Requirements 
will be transferred by the Trustee to the Account or Accounts of the Revenue Fund for the related 
Series of Bonds. On future Interest Payment Dates, the Trustee will, at the direction of the 
Corporation, transfer any amounts in the Debt Service Reserve Account that are in excess of the 
Minimum Debt Service Reserve Requirement to the Series Account or Accounts of the Revenue 
Fund for the related Series of Bonds. 

The Supplemental Indenture creates subaccounts within the Bond Proceeds Account for the 
purpose of holding proceeds of 2001 Bonds or amounts deposited by the Corporation in connection 
with the issuance of 2001 Bonds, as provided in such Supplemental Indenture. The Trustee will 
pay the amounts in such subaccount of the Bond Proceeds Account to or upon the order of the 
Corporation from time to time, as provided in such Supplemental Indenture. 

Redemption Fund (Section 504) 

On any day the Trustee receives funds for deposit in a Series Account of the Redemption 
Fund, the Trustee will deposit and apply such funds as follows: 

F k t ,  (i) in each period ending on a principal payment date for the appticable Serics of 
Bonds, to deposit in the applicable Series subaccount of the Principal Account the amount 
necessary, together with other amounts in such subaccount, to pay principal of the applicable 
Series of Bonds due on such principal payment date; the Trustee shall apply funds in a Series 
subaccount of the Principal Account to payment of principal of the applicable Series of Bonds on 
the applicable principal payment date; and (11) to the counterparty of any Hedging Inswument, 
Authorized Hedging Payments due under such Hedging Instrument during the related current 
Interest Paynient Period; 
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Sccmd, in  each period ending on ii Sinking Fund Installnicnt Datc for a Series of Bonds, 
to deposit in  thc applicable Series subaccount of the Principal Account the amoLnit necessary to 
satisfy the Sinking Fund Installment on the Bonds of such Series on such Sinking Fund Installment 
Datc; 

T/j;rd, to the Debt Service Reserve Account, the amount required, if any, to increase the 
balance to the Minimum Debt Service Reserve Rcquirciiient; 

Fhmh, to the applicable subaccount of the Operating Account the mount  required to pay 
or reimburse the Corporation for the payment of Progi-am Expenses allocablc to the then current 
semi-annual interest period for the related Series of Bonds, hut i n  no event niay such deposits in 
any scnii-annual interest period exceed .055% of the outstanding principal baliincc of the Program 
Obligations held in  the applicable Series Account of the Program Obligation Fund; and 

F(fi/i. after satisfaction i n  ful l  of the deposits required by the four preceding paragraphs, 
remaining amounts to the applicable Series subaccount of the General Account for application to 
the spccial redemption of Bonds of the related Series 011 ii / J V O  rotci basis; provided that upon the 
filing of a Bond Coverage Certificate, tlic Corporation niay direct the Trostcc: ( i j  to deposit all 
or a portion of such aniount in the applicable Series Account of the Program Obligation F~iiid, hut 
only i f  any amounts initially deposited i n  such Series Account of the Program Obligatioii Fund 
have been exchanged for Program Obligations or applied to redeem Bonds of the applicable Series 
(provided that for such a transfer a Bond Coverage Certificate necd be filed only it' the Rating 
Agencies require it); (ii) to deposit all 01- a portion of such aiiiotnit in  the applicablc Series 
subaccount of- the General Account Tor application to tlic special redemption of Bonds of thc 
related Series on other than a pro rm~i basis; (iiij to deposit al l  or a portion of such aniotnit in  
anothci- Series subaccount of the General Account for application to special redemption of tlic one 
or more Series of Bonds relating to such subaccount; or ( i v j  to transfer all or a portion of such 
moneys to the Corporation, but only if any amounts initially dcpositcd iii the applicablc Scrics 
Account of the Program Obligatioii Fund have been exchanged for Program Obligations. 

Notwithstanding the foregoing, i f  amotints in  any Series subaccouiit ofthc Interest Account 
or the Principal Account are not adequate to pay interest or principal (including Sinking Fund 
Installments) due with respect to the applicable Scrics of Bonds or any payments rcqnircd to bc 
made by the Corporation 01- the Trustee to a countcrparty tinder a related Hedging Instrument, 
amounts will be withdrawn from one or more Series Accounts of  tlic Revenue Fund or tlic 
Redemption Fund to pay such interest or principal or required payments. Such transfers will be 
made i n  accordance with the directions of the Corporation or if no such direction is given from 
any Serics Account of the Revenue Fund or the Redemption Fund. All such trmslcrs will be iiiadc 
before any transfers of Pledged Revenues to the Operating F~iiid or General Account. 

Rebate Fund (Section 505) 

The Trustee will establish and ci-cate a Rebate Fund (and a separate account therein for 
each Series of Bonds), if iieccssary pursuant to the tcriiis and conditions of any arbitrage or other 
tax-related certificate prepared in  connection with the isswince of a Scrics of Bonds or any 
instructions or memorandum attached thereto or a Counsel' s Opinion. Neither the Rebate Fund 
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nor any accounts thereof nor any amounts held therein will bc subject to the lien or plcdgc of thc 
Indenture. 

Bond Purchase Account (Scction 506) 

An Authorizing Indcnturc may create one 01- more subaccounts within the Bond Purchase 
Account for the purpose of holding amounts to be used to purchase rclatcd Bonds tcndcred by 
Bondholders pursuant to the terms of such Authorizing Indenture. Such subaccounts will bc held 
in trust by the Trustee or Paying Agcnt designated by such Authorizing Indcnturc for thc purposes 
specified by such Authorizing Indcnturc. Amounts in thc Bond Purchase Account we not pledged 
by the Indenture as security for the payment of Secured Obligations; and the term "Sccured 
Obligations" does not include any obligation of the Corporation to purchase Bonds tendered prior 
to their maturity date or redemption date or to reimburse any Liquidity Providcr for amounts 
drawn on or made availablc pursuant to a Liquidity Facility for the payrncnt of any such purchase 
obligation. 

Investments (Sections 512 and 514) 

All amounts held under the Indcnturc by thc Trustcc are rcquircd to bc continuously and 
fully invcstcd for the benefit of the Corporation and the owners of thc Bonds in accordancc with 
thc Indenture. All amounts dcposited with the Trustee are required to be crcditcd to thc particular 
funds and accounts established under the Indcnturc. 

The Corporation is rcquircd to furnish thc Trustcc with writtcn invcstnicnt instructions. 
In the absence of such instructions, the Trustcc is rcquircd to invcst in  thosc Invcstnicnt Securities 
dcscribcd in clause (10) of thc definition of Invcstincnt Sccuritics so that thc moncys in  said Funds 
and Accounts will maturc as nearly as practicablc with timcs at which moncys are nccdcd for 
payment of principal or interest on thc Bonds. Except as othcrwise providcd in  thc Indenture, the 
incomc or interest earncd and gains realized in ~ X C C S S  of losscs suffered by a Fund, othcr than the 
Rebate Fund, due to thc investment thcrcof will be dcpositcd as Pledged Revcnucs in thc Rcvcnuc 
Fund, unless otherwisc directcd by thc Corporation, The Trustcc is rcquircd to advise thc 
Corporation on a monthly basis of the dcvails of a11 deposits and Invcstincnt Securities hcld for the 
crcdit of each Fund in its custody under the provisions of thc Indenture as of the end of the 
preceding month. The Trustec may act as principal or agent in thc acquisition or disposition of 
any Investment Sccuritics. The Trustec may purchase Invcstmcnt Sccuritics from (i) any lawful 
seller, including itself, (ii) othcr funds of the Corporation, and (iii) other funds cstablishcd by 
resolution, indenture or agreeiiicnt of the Corporation (including resolutions providing for issuancc 
of obligations); provided, howcvcr, that thc Trustcc is not permitted to purchasc Invcstment 
Sccuritics at an above-markct price or a below-market yicld. The Trustcc may, at its solc 
discretion, eominingle any of thc Funds and Accounts cstablishcd pursuant to thc Indcnturc into 
a scparatc fund or funds for investment purposcs only; provided, however, that all Funds and 
Accounts licld by the Trustec under thc Indenture will bc accounted for scparatcly notwithstanding 
such commingling. The Corporation may not direct thc Trustee to purchasc any Invcstmcnt 
Securities maturing on a date later than the earlier of six months following the date of purchase 
or the next Dcbt Scrvice Payment Datc unless the Corporation has dclivcred a Bond Covcrage 
Certificate to the Trustee. In computing the amount in any Fund, obligations purchased as an 
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investment of moneys therein will be valued at par if purchased at their par value or at amortized 
value if purchased at other than their par value. The Trustee will sell at market price, or present 
for redemption, any obligation so purchased as an investment whenever it is requested in writing 
by an authorized officer of the Corporation to do so or whenever it is necessary in order to 
provide moneys to meet any payment or transfer from any fund held by it. The Trustee will not 
be liable for any loss resulting from thc acquisition 01’ disposition of any Investment Securities, 
except for any such loss resulting from its own negligence or willful misconduct. 

Investment Agreements (Section 5 13) 

If the Corporation so directs the Trustee in writing, the Corporation and the Trustee will 
execute and deliver, as of the date of dclivcry of a Series of Bonds, or at such other time 
determined by the Corporation, one or more Investment Agreements and the Trustee will deposit 
on such date (i) amounts in the Debt Scrvicc Reservc Account under an Investment Agreement 
providing for investmcnt of such amounts and permitting withdrawals on Debt Service Payment 
Dates and (ii) amounts in the Program Obligation Fund and amounts in the Interest Account of the 
Revenue Fund under an Investment Agreement providing for invcstment of such amounts and 
permitting withdrawals as nccessary undcr thc terms of the Indcnture and the Authorizing 
Indenture. After the date of issuancc and dclivcry of thc Bonds, moncys deposited from time to 
time in the Revenue Fund (other than moncys transferred from the Rcdcmption Fund to the Debt 
Service Reserve Account to bring the balance therein to the Minimum Debt Service Reserve 
Requiremcnt), the Redemption Fund and the Program Obligation Fund and available for temporary 
investment will be deposited by the Trustee under an Investment Agreement providing for 
investmcnt of such amounts and pcrmitting withdrawals as necessary under the terms of the 
Indenture and the Authorizing Indenture. 

No Limitation on Additional Collateral Contributions (Scction 5 15) 

The Corporation may from time to time contribute, and the Trustee will accept and deposit, 
in any Fund or Account, moneys and/or Investment Securities andor  Program Obligations. 

Payment of Bonds (Section 701) 

The Corporation covenants to duly and punctually pay or c a w  to bc paid the principal or 
redemption pricc, if any, of and the interest on cvcry Bond at the dates and places and in the 
manner stated in the Bonds and in the Indenture according to the true intent and meaning thereof 
and to duly and punctually pay or cause to be paid all sinking fund installments becoming payable 
with respect to the Bonds. 

Power to Issue Bonds and Pledge Revenues and Other Property (Section 705) 

The Corporation is duly authorized by law to enter into, execute and deliver the Indenture. 
The Bonds and the provisions of the Indenture are and will be the valid and legally enforceable 
obligations of the Corporation in accordance with their terms. The Corporation will at all times, 
to the extent permitted by law, defend, preserve and protect the pledge of the Program 
Obligations, Pledged Revenues and other assets, inchding rights therein, pledged under the 
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Indenture and all the rights of the owners of the Bonds under the Indenture against all claims and 
demands of all persons whomsoever. 

Tax Covenants (Section 706) 

The Corporation covenants to: 

(i) not knowingly take or cause any action to be taken which would cause the interest 
on the Tax-Exempt Bonds to become taxablc for federal income tax purposes; 

(ii) at all times do and perform all acts and things necessary or desirable in order to 
assure that interest paid on the Tax-Exempt Bonds will, for the purposes of federal income 
taxation, be excludable from gross income and exempt from such taxation; and 

(iii) not permit at any time or times any proceeds of any Bonds, Pledged Revenues or 
any other funds of the Corporation to be used, directly or indirectly, in a manner which would 
result in the exclusion of any Tax-Exempt Bond from the treatment afforded by subsection (a) of 
Section 103 of the Code. 

The covenants described in clauses (i), (ii) and (iii) above will not apply to any Series of 
Bonds the interest on which is determined by the Corporation not to be exempt from taxation 
under Section 103 of thc Code, provided, that no such Series of Bonds may be issued unless a 
Counsel's Opinion is filed with the Trustee stating that the issuance of such Series will not cause 
the interest on a Tax-Exempt Bond previously issued to be subject to taxation under the Code. 

Accounts and Reports (Scction 707) 

The Corporation covenants that it will keep, or cause to be kept, propcr books and records 
in which complete and accurate entries will be made of all its transactions relating to the program 
for which the Bonds are issued and any fund or account established under the Indcnture and any 
Supplemental Indenture thereto. Such books and records will at all reasonable times be subject 
to the inspection by the Trustee and the owners or Beneficial Owners of an aggregate of not less 
than 5% in principal amount of Bonds then Outstanding or their representatives duly authorized 
in writing. 

The Corporation also covenants to file with the Trustee within 120 days of the close of its 
fiscal year, financial statements of the Corporation for such year, setting forth in reasonable detail 
(a) a statement of revenues and expenses in  accordance with the categories or classifications 
established by the Corporation for its program purposes; (b) a balance sheet of the program 
showing its assets and liabilities at the end of such fiscal year; and (c) a statement of changes in 
financial position for the Program for such fiscal year. The financial statements will be 
accompanied by an accountant's certificate to the effect that the financial statements present fairly 
the Corporation's financial position at the end of the fiscal year, the results of its operations and 
cash flows for the period examined, in conformity with generally accepted accounting principles. 
The Trustee has no responsibility to review such financial statements. 
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Sale of Prograni Obligations; Hedging Instrunlents (Section 709) 

The Corporation or the Trustee may frccly sell or assign any Pi-ograni Obligation: provided 
that such sale or assignnicnt (i) is rctlcctcd i n  the Current Bond Coverag: Ccrlificatc; (i i)  docs not 
adverscly affect the cxclusion from gross inco!x [x fPdcral income tax purposes of intercst 0:: 
any Tax-Excmpt Bond; and (,iii) t!cs not :!dvcrscly affect the Uncnhanccd R?! iy  $2 m y  Bond. 

No Hedging Instrument may be cntcrcd into by the Corporation with respect to all o r  tiny 
portion of !he Bonds unless it complies with tlic following tcrnis, conditions, provisions antl 
limitations and any &!i!k:~! i C K ? S ,  ccnditions, provisions and limitations specified by tlic related 
Authorizing Indenture with respect to such Hedging Instrument and thc related Bonds: 

( i )  The countcrparty (or guarantor of thc counterparty) of each Hedging 
Instrument sliall have a rating at the time of execution of the Hedging Instrument of'its 
long-term debt obligations of at  least "A-" or  higher i f  rated by S&P or Filch and "A3" or 
higher if rated by Moody's; and 

( i i )  No Hcdging Instrunicnt may bc cntcrcd into by the Corporation if the entry 
into such Hedging Instrument would cause any Unenlianced Rating on any Bonds 10 he 
reduced or withdrawn. 

Suppleniental Indentures (Sections 801, 802 and 803) 

Sr tpphrerr td  Iriderzrrtres Effi.cti\v Uporr Fi/iri<y With Trrtstee. The Corporation may filc 
with the Trustee one or more supplcmcntal indcnturcs (each a "Supplcmcntal Indcnturc") Crom 
time to time, without tlic consent of thc Trustee nntl any owncr of Bonds, i n  order to: 

( i )  providc limitations and restrictions i n  addition to the limitations and 
i-cstrictions contained i n  the Indcnturc on the issuance of evidences of indebtedness, 

(i i)  add to the covenants, agrccmcnts, limitations and restrictions to bc ohscrvcd 
by the Corporation i n  tlic Indcnturc otlici- covcnants. agrccmcnts, liriiitations antl 
restrictions to be observed by tlic Corporation which itrc not contrary to or inconsistent 
with the Indcnturc and which arc not materially advcrsc to the intcrcsts of any Liquidity 
Provider. 

(iii) authorize a Scrics of additional Bonds and i n  connection tlicrcwitli, specify 
and dcterniinc the matters and things referred to i n  the Indenture, and also any niiittcrs and 
things relative to such Sci-ies of additional Bonds which arc not contrary to or inconsistent 
with the Indcnturc as theretofore i n  effect, or to amend, modify or rescind any such 
authorization, specification 01- dctci-mination ;it any time prior to the first autlicntication and 
dclivcry of such Scrics of Bonds, 

(iv) surrcndcr any right, powcr o r  privilege rcscrvcd to or conferred upon tlic 
Corporation by the ternis of the Indcntui-c, hut  only i f  the surrcndcr of such right, powcr 
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or privilege is not contrary to or inconsistent with-the.covcnants and agreements of the 
Corporation contained in the Indenture, 

,(Y) confirm, as further assurance, any pledge ,under, and tlie subjcction.to any 
,Lien ,@I lplcdgc created or t~ he cxn:cc! by, tlie Indenture, 

(vi) modify any of the provisions of the Indenture in  any respect whatsoever, 
provided that (1 )  such modification docs not materially advcrscly affect any owner of 
Bonds or (2) such modification is, and is cxprcsscd to be, effective only zfte? all Bonds 
Outstanding at the date of adoption of such Stippkiiicii:~! !cdentn.rc cease to be 
Outstanding, or ( 3 )  such modi,fication is, and is cxprcsscd to be, applicable only to Bonds 
issucd on or after the date of the adoption of such Supplemental Indenture; or 

(vii) to inakc any other change in the Indenture, including any change otherwise 
requiring tlic consent of Bondholders, if such change affccts only Bonds which arc subjcct 
to mandatory or optional tender for ptirchasc and if (i) with respect to Bonds subject to 
niandatory tender, such change is cffcctivc as o f a  date for such mandatory tender, and (ii) 
with respect to Bonds subject to tender at the option of the holdcrs thereof, notice of such 
change is given to such holders at least thirty (30) days before tlie effective date thereof. 

SitppIetrterit(i1 Iri(1eritttre.s Effecfivo Upoti Coriseiit uf Trrtstee. For any one or more of the 
following purposcs and at  any tiinc 01- fi-om time to time, the Corporation and the Trustee may 
enter into a Supplcnicntal Indenture which, upon a finding recitcd tlicrcin by the Corporation and 
the Trustee (which may be based in  reliance upon a Counsel's Opinion) that there is no material 
adverse cffect on the owners of any Bonds, will be ftilly cffcctivc in accordaiicc with its terms: 

(i) cure any ambiguity, supply any omission, ctirc or corrcct any defect or 
inconsistent portion in the Indenture, 

(ii) insert such provisions clarifying matters or questions arising tinder the 
Indenture as arc ncccssary or desirable and arc not contrary to or inconsistcnt with the 
Indcnturc as theretofore in effect, or 

(iii) provide for additional duties of the Trustcc. 

Sttpp/etrrerif(~/ Iiitletirirres L$ective Uporr Coriserit of O~twe,:s of Uorid.~. Any modification 
or amcndnicnt of any provision of the Indenttire or of the rights and obligations of the Corporation 
and of the owners of any Bonds may bc made by a Supplcnicntal Indenture, with tlie writtcn 
conscnt given as provided in the Indenture ofthc holders of at least two-thirds in principal amount 
of the Outstanding Bonds. No such modification or anicndnicnt may permit a change in the terms 
of redemption or maturity of the principal of any Outstanding Bond or of any installment of 
intcrcst rate tlicrcon or a reduction in  the principal amount or the redemption price thcrcof or in  
the rate of intcrcst thcrcon without the consent of the holdcr of such Bond. 



Events of Default (Section 1002) 

Each of the following cvcnts is an "Event of Default" under the Indcnturc: 

(b) thc Corporation dcfaults i n  the payment of thc principal or redemption price 
of any Bond whcn and a s  the sanie has become due, whether at maturity or upon call for 
rcdcmption or otherwise; 

(c) payment of any installmcnt of intcrcst on any Bond has not bccn made after 
the same has become due: and 

(d) the Corporation fails to comply with the provisions of the Indcnturc or any 
Supplemental Indenture or defaults in the performance or obscrvancc of any of the 
covenants, agreements or conditions contained thercin, other than payment of the Trustce's 
fees, and such failure, refusal or default continues for a period of 45 days after written 
notice thereof by the Trustee or the holders of not less than 25% in principal amount of the 
Outstanding Bonds. 

Remedies (Section 1003) 

Upon the happening and continuance of any Event of Default specified in  clauses (a) or (b) 
above, the Trustee is required to proceed, or upon the happening and continuance of any Event 
of Default specified in clause (c) above, the Trustee may procccd, and upon the written rcqucst 
of any Liquidity Provider or the holders of not less than 25% in principal amount of all Bonds 
Outstanding (but subject to thc right of a holder of a majority in principal amount of the Bonds 
then Outstanding as described under "Bondholders' Direction of Proceedings" to overrule such 
holdcrs) is required to proceed, in its own name, subject to the terms of the Indenture, to protect 
and enforce its rights and thc rights of the owners of all Bonds, by such of the following remedies 
as the Trustee. being advised by counsel, dccms most effectual to protect and enforce such rights: 
(a) by mandamus or other suit, action or proceeding at law or in equity, to enforce all rights of 
said owners, including the right to require thc Corporation to receive and collect revenues and 
assets adequate to carry out the covenants and agreements as to, and pledge of, such revenues and 
assets, and to require the Corporation to carry out any other covcnant or agreement with holders 
and to perform its dutics under the Act; (b) by bringing suit upon the Bonds; (c) by action or suit 
in cquity, to require the Corporation to account as if it were the trustec of an express trust for the 
owners of the Bonds; (d) by action or suit in cquity, to en.join any acts or things which niay be 
unlawfiil or i n  violation of- the rights of thc owners of the Bonds; (e) by declaring all Bonds 
inimediatcly due and payable, and if all dcfaults are made good, then, with the written consent of 
each Liquidity Providcr and the holders of not lcss than 25% in principal amount of the 
Outstanding Bonds, by ;innulling such dcclaration and its consequcnccs; or (f) in thc event the 
Bonds arc dcclarcd duc and pnyablc by sclling Program Obligations for the benefit of the owiiers 
of thc Bonds. 
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Priority of Paynients after Default (Section 1004) 

In the cvcnt that upon tlic Iiappcning and continuance of any Event of Default, the funds 
held by the Trustee arc insufficient for the payment of principal or rcdcmption pricc, i f  any, and 
intcrcst thcn due on tlic Bonds, such funds (other than funds licld for the payment or rcdcniption 
of particular Bonds which havc theretofore beconic due at niaturity or by call for redemption) and 
any othcr moneys rcccivcd or collcctcd by the Trustee, acting pursuant to the Act and tlic 
Indenture, after making provision for the payment of any cxpcnscs necessary in  the opinion of thc 
Trustee to protect the interest of tlic owners of the Bonds and for the payment of fees, cliai-gcs and 
cxpcnscs and liabilities incurred and advanccs made by the Trustee, including tliosc of its 
attorncys, in  the pcrformancc of its duties under the Indenture, will be applied as follows unless 
the principal of all the Bonds is dcclarcd due and payable: 

F;~.YI ,  to the payment to the pcrsons cntitlcd thereto of all installments of interest thcn duc 
in  the order of the maturity of such installments, and, if the amount available shall not be sufficient 
to pay in full any installnicnt, thcn to thc payment tlicrcof ratably, according to tlie amounts due 
on such installnicnt, to the persons cntitlcd thereto, without any discrimination or prcfcrcncc; and 

Secorid, to the payment to the persons cntitlcd thereto of the unpaid principal or redemption 
pricc of the Bonds which havc become duc, whether a t  maturity 01- by call for redemption, i n  the 
order of their due dates and, if the amount available is not sufficient to pay i n  full all the Bonds 
due on any date, then to the payment tlicrcof ratably, according to tlic amounts of principal or 
redemption pricc, if any, due on such date, to the persons cntitlcd tlicrcto, without any 
discrimination or prcfcrcncc. 

Consistent with the foregoing, if the principal of Bonds is dcclarcd duc and payable, 
available moneys will be applied to the payment of the principal and interest thcn tlue and unpaid 
upon the Bonds without prcfcrcncc or priority of principal over interest or of intcrcst over any 
otlier installnicnt of interest, or of any Bond over any other Bond, ratably among all Bonds, 
according to the amounts due respectively for principal and interest, to the pcrsoiis cntitlcd thereto 
without any discriniination or prcfercnce except as to any difference in the respective rates of 
interest specified in  tlic Bonds. 

Whenever moneys arc to be applied by the Trustcc pursuant to the above-described 
provisions, such moneys arc required to be applied by the Trustcc at such times, and from tinic 
to tinic, as tlie Trustcc in its sole discretion determines, and the Trustcc will incur no liability 
whatsoever to the Corporation, to any owner of Bonds or to any other person (including any 
Bcncficial Owners) for any delay in applying any such moneys, so long as the Trustcc acts with 
reasonable diligence, having due regard for the circunistances, and ultimatcly applies thc same in 
accordance with such provisions of the Indcnturc as may be applicable at tlic tinic of application 
by tlic Trustee. 

Bondholders' Direction of Proceedings (Section 1006) 

Anything in  the Indenture to the contrary notwithstanding, the holdcis of a majority in 
principal amount of thc Bonds then Outslanding have the right, by an instrument or concurrent 
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iiistrunicnts i n  writing executed and dclivcrcd to the Trustee, to direct the method of conducting 
:ill rcnicdial proceedings to he taken by the Ti-ustec under the Indcnturc, provided that such 
direction may not be otherwise than in accordance with law or the provisions of the Indenture. 

Limitation on Rights of Bondholders (Section 1007) 

No holder of any Bond lias any right to institute any suit, action, mandamus or other 
proceeding in  equity or at law under the Indenture, or for tlie protection or enforcement of any 
right under the Indcnturc or any right under the law, unless such holder has given to tlic Trustee 
written notice of the Event of Default or breach of duty on account of which suit, action or 
proceeding is to be taken, unless a Liquidity Provider or the holders of not less than 25%. i n  
principal amount of the Bonds thcii Outstanding have made written request upon the Trustee after 
the right to cxcrcisc such powers or riglit of action, as the ciisc may be, lias occurred, and have 
afforded the Trustee sixty days either to proceed to cxcrcisc the power granted by the Indenture 
or granted under the law or to institute such action, suit o r  pi-occcding, in  its name and unless, 
also, there l ias been offered to the Trustee reasonable security and indemnity ag;iinst the costs, 
expenses and liabilities to he incurred therein or thereby, and the Ti-ustcc has refused or neglected 
to comply with such request within sixty days; and such notification, request and offer of 
indemnity arc declared in every such case, :it the option of the Trustee, to he conditions precedent 
to the execution of the powers under the Indenture or for any other remedy under the Indcnturc 
or under law. No one or iiiorc holders of the Bonds will haw any I-iglit i n  aiiy manner whatsoever 
by his or their action to affcct, disturb or prejudice tlie security of the Indenture, or to enforce any 
right under the Indcnturc or under law with respect to the Bonds 01- the Indenture, except i n  the 
manner provided in  tlic Indenture, and that a l l  proceedings at law or i n  equity will he instituted, 
had and niaintaincd in tlic iiiaiiiicr provided i n  the Indenture and for the benefit of all holders of 
Outstanding Bonds. Nothing contained in  the Indenture will affcct or impair the right of  aiiy 
holder to enforce the payment of the principal or redemption price, i f  any, of and interest on the 
Bonds, or tlic obligation of the Corporation to pay the principal or redemption price, if any, of and 
interest on each Bond issued under the Indenture to the holder thereof at the time aiid place 
specified in  said Bond. 

Notwithstanding anything to the contrary contained i n  the Indenture, cacli holder of any 
Bond by his acceptance thereof will be dccmcd to hnvc agreed that any court in  its discretion may 
require, in  any suit for tlic enforcement of aiiy right o r  rcnictly under the Indenture, or in any suit 
against the Trustee Ihr aiiy action taken or omitted by i t  iis Trustee, the filing by any party litigant 
i n  such suit of iiii undertaking to pay the reasonable costs of such suit, and tlxit sucli court may in 
its disci-ction iisscss reasonable costs, including reasonable attorncys' fees against any party litigant 
i n  any such suit, having due regard to the nicrits aiid good faith of the claims or dcfcnscs wide 
by such party litigant; hut the pi-ovisions described in this paragraph will not apply to any suit 
instituted by the Trustee, to any suit instituted by any holder of Bonds, or group of holders of 
Bonds, holding at least 25%; in  principal amount  of the Bonds then Outstanding, or to aiiy suit 
instituted by any holder for tlic cnfoi-ccmcnt of the payiiicnt of the principal or redemption price 
of or interest on any Bond on or after the respective due date thereof expressed in such Bond. 
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Trustee (Sections 1104, 1107 and 1108) 

Except during the existence of an Event of Default, the Corporation may remove the 
Trustee at any time for such ca i i~c  as is determined in the sole discretion of the Corporation. The 
removal of the Trustee will not take cffcct until its S U C C ~ S S O ~  has accepted its appointment. Any 
succcssor to the Trustcc is required to be a trust company, savings bank or coninicrcial bank 
having capital and surplus aggregating at least $50,000,000. The Corporation is required to pay 
to the Trustee from time to time, from available moneys in the Operating Account, reasonable 
compensation for all services rendered under the Indenture and also all reasonable expenses, 
charges, counsel fees and other disbursements, including those of their attorneys, agents and 
employees, incurred in  the performance of their powers and duties under the Indenture, and the 
Trustee will have a first lien upon Pledged Revenues to securc the paynient of all sums due tlic 
Trustee. 

Defeasance (Section 1201) 

If the Corporation pays 01- C~LISCS to he paid to the holders of the Bonds the principal and 
interest and redemption price, if any. to beconic due thereon, a t  the tinics and in  the manner 
stipulated therein and in the Indenture, then the pledge of any rcvenucs and assets thereby pledged 
and all other rights granted thereby will be discharged and satisfied. 

Bonds or interest installments for the payment or redemption of which moneys have been 
set aside and held in  trust (through deposit by the Corporation of funds for such payment or 
redemption or otherwise) at the maturity or redemption date thereof will be deemed to have bccii 
paid within the meaning and with the effect cxprcsscd in the preceding paragraph. All Outstanding 
Bonds will prior to the maturity or redemption date thereof be deemed to have been paid within 
the rncaning and with the effect so expressed if  (a) i n  case any of said Bonds arc to be rcdccnicd 
on any date prior to their maturity, tlie Corporation has given to the Trustee i n  ~OI-111 satisfactory 
to it irrevocable instructions to provide notice of redemption ofsucli Bonds and (13) thcrc has bccii 
deposited with the Trustee either moneys in an iiniount which will be sufficient, or direct 
obligations of or obligations guaranteed by the United States of America tlic principal of and tlic 
interest on which when due will provide moneys which, together with the moneys, if any, 
deposited with the Trustee at the same time, will be sufficient, to pay when due the principal or 
redemption price, if applicable, and interest due and to becomc due on said Bonds on and prior 
to the redemption date or maturity date thereof, as the case may be. In connection with any such 
deposit relating to Bonds tlic intcrcst on which is cxcludablc from gross inconic for federal inconic 
tax pui-poses, thcrc must also be delivered to the Trustee an opinion of counsel that the deposit of 
moneys docs not advcrsely affect the exclusion of interest on any Bond from gross inconic for 
federal inconic tax purposcs. Neither the obligations nor the moneys so deposited with tlie Trustee 
nor principal or interest payments on any such obligations may bc withdrawn or used for any 
purpose other than, and will be held in trust for, the payment of thc principal or redemption price, 
if applicable, and interest on said Bonds, but any cash received from such principal or intcrcsl 
payments on such obligations deposited with the Trustee, i f  not then needed for such purpose, will, 
to the extent practicable, be reinvested i n  obligations maturing a t  tinics and i n  amounts sufficient 
to pay when due tlic principal or redemption price, if applicablc, and interest to hccomc due on 
said Bonds on and prior to such redemption date or niaturity date thereof, as the case may be, and 
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interest earned from such reinvestments will bc paid over to the Corporation, as received by the 
Trustee, free and clear of any trust, lien or pledge. 

Liquidity Providers (Section 1203) 

Any Authorizing Indenture may provide, with respect to any consent, approval, direction 
or request to be given by any required percentage of Holders of Bonds (i) that the Liquidity 
Provider for such Bonds may give any such consent, approval, dircction or request, and the same 
will be dccnicd to have been given by the Holders of thc rcquircd pcrccntagc of such Bonds, or 
(ii) that any Bonds purchased with the proceeds of advances made by a Liquidity Providcr will be 
dccnicd to be licld by such Liquidity Provider, which will be considered tlic Holder of such Bonds 
for all purposcs of determining whether a sufficient percentage of Holders of Bonds has given any 
such consent, approval, direction or rcqucst; and specifically the Holders of such Series will not 
be entitled to rcqticst action by the Trustee as described above under "Remedies" if such Liquidity 
Provider does not rcqucst such action. 

See "The Corporation's Obligation to Purchase 2001 Bonds" for information regarding the 
initial Liquidity Providcr establislicd for the 200 I Bonds in the Supplemental Indenture. 

Legal Holidays (Scction 1206) 

In any casc where the scheduled datc of payment of the principal or Redemption Price of 
or intcrcst on the Bonds is not a Busincss Day, such payiiicnt may be made on the ncxt succccding 
Busincss Day with the sanic force and effect as if made on such schcdulcd datc, and if so made 
no interest will accrue for tlic pcriod after such scheduled datc. 

Governing Law (Section 1207) 

The Indcntorc will be governcd by and construcd in accordance with the laws of the Statc. 

TAX MATTERS 

Opinions of Bond Counsel and Special Tax Counsel 

In thc opinions of Bond Counsel and Special Tax Counscl, to be delivered on the datc of 
issuance of the 2001 Bonds, assuming compliance with certain covenants which arc designed to 
nicct thc requirements ofthc Codc, under existing laws, regulations, rulings and judicial decisions, 
(i) intcrcst on the 2001 Ser.ics A and B Bonds is cxcludcd from gross inconic for Fcdcral inconic 
tax purposes; (ii) interest on the 2001 Series A and B Bonds is not a specific prcfercncc item for 
purposes of the alternative minimum tax provisions imposcd on individuals and corporations by 
the Codc, bur such intcrcst is included in the adjustcd current earnings (i.c., alternative minimum 
taxablc income as adjusted for certain items including those itenis that would be includcd in thc 
calculation of a corporation's earnings and profits under Subchapter C of the Codc) of ccrtain 
corporations, and such corporations arc required to include in the calculation of alternative 
minimum taxablc income 75% of the cxccss of such corporation's adjusted current earnings over 
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its alternative minimum taxable inconic (determined without regard to such adjustment and prior 
to reduction for certain net operating losses) of such corporations; and (iii) intcrcst on the 2001 
Series C and D Bonds is not excluded from gross income Cor Federal income tax purposes. 

In the opinion of Bond Counsel, intcrcst on thc 2001 Bonds is frcc lion1 taxation by thc 
State under existing law (excep.l,t that no opinion is exprcsscd as to such cxcmption from State estatc 
and inhcritancc taxes and taxes of transfers by or in anticipation of death). 

2001 Series A and B Bonds 

Thc requirements of applicable Fcdcral tax law must be satisfied with respect to the 2001 
Series A and B Bonds in order that interest on such bonds not be included in  gross inconic for 
Federal income tax purposes retroactive to the date of issuance thereof. The Code provides that 
interest on obligations of a governmental unit such as the Corporation issued to finance, or to 
refund bonds issued to finance, governmental facilities (such as the 2001 Series A and B Bonds) 
is not included in gross income for Federal income tax purposes only if ccrtain 1-cquirements are 
met with respect to the terms, amount and purpose of the obligations and the usc of the funds 
gcneratcd by the issuance of the obligations. 

General Reqiiirernerzts 

The Code provides that gross income for Federal income tax purposes does not include 
interest on a bond if it is part of an issue of a state or political subdivision substantially all the 
proceeds of which (net of amoitnts applied to any costs of issuance thcrcof and to fund a 
reasonably requircd reserve) arc used to finance governmentally owncd capital faeilitics and that 
mects certain (i) arbitrage restrictions on the use and invcstmcnt of procccds of the issue and (ii) 
restrictions on use by private partics. 

The Code requires that certain invcstnient earnings on investments of bond related moneys, 
calculatcd based upon the extent such investment earnings cxcced the amount that would havc been 
earned on such investments if the invcstmcnts were invested at a yield equal to thc yield on thc 
2001 Series A and B Bonds, he rcbated to the United States. Thc Corporation has covenanted to 
comply with thesc requirements and has established procedures to dctcrmine thc amount of cxcess 
earnings, if any, that must hc rcbatcd to the United States. 

In addition, the yield on any ohligations plcdged to or rcasonably cxpcctcd to be used to 
pay debt scrvicc on bonds gcncrally, with certain exccptions (e.g.. a "hona fide debt scrvicc 
fund"), must be rcstricted to thc yicld on the bonds (although obligations related to the purpose 
of thc bonds may in some C ~ S C S  have a highcr yield); howcvcr, this does not apply if such 
obligations are allocated for Fcdcral tax purposes to, and thus rcstrictcd to the yield on, a prior 
and still outstanding bond issue. The GMRB Sclectcd Mortgage Loans plcdgcd to pay the debt 
scrvicc on the 2001 Bonds are prcsently, and are expected to continue to he, allocated to ccrtain 
previously issued and currcntly outstanding bond issues of thc Corporation. Thc Corporation has 
covcnantcd to coniply with any applicable yield restrictions. 
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The Code iniposcs restrictions on any use of the bond-financed governmental Pacilities by 
parties other than thc Corporation, the Statc or any govcrnnicntal unit of the Statc, as well as 
restrictions on management contracts with private parties with rcspect to such facilitics. For 
cxample, (i) no more than 10% of the proceeds of the 2001 Serics A and B Bonds (nct of proceeds 
used to pay costs of issuance of such Bonds and proceeds deposited into a reasonably required 
reserve fund) may bc used to finance facilities used in a tradc or business of a noii-govcrnmcntal 
person or cntity (and such facilitics arc pledged to pay debt scrvicc on the Bonds or payments in 
respect of such facilities exceed 10% of the debt scrvicc on thc 2001 Series A and B Bonds) and 
(ii) no more than 5% of the net procccds of the 2001 Series A and B Bonds (as defined in (i)) may 
bc used to finance facilities used in a trade or busincss of a non-governmental person or entity 
where such usc is unrelated to thc governmental use of such facility (and there is the same plcdge 
of the facilitics or paynients in respect of the facilitics as described in (i), except substituting 5% 
for 10%). The Corporation has covenanted to comply with these restrictions. 

Coiizpliartce 

The Code iniposcs various restrictions, conditions and requircmcnts relating to the 
cxclusion from gross income for Federal inconic tax purposes of interest on obligations such as 
the 2001 Scries A and B Bonds. The arbitrage ccrtificate of the Corporation, which will be 
dclivcrcd concurrently with the dclivery of thc 2001 Scries A and B Bonds, will contain provisions 
and procedures relating to compliance with the requircmcnts of thc Codc. The Corporation also 
has covcnantcd in the Indcnturc to do and perform all acts and things permitted by law and 
ncccssary or desirable to assure that intcrcst paid on the 2001 Scrics A and B Bonds shall not bc 
included in gross income for Federal inconic tax purposes and, for such purpose, to adopt and 
maintain appropriatc procedures. Failurc to comply with thcsc covcnants may result in intcrcst 
on the 2001 Series A and B Bonds being included in gross income for Federal income tax purposes 
from the date of issuance thereof. The opinions of Bond Counscl and Special Tax Counsel assume 
the Corporation is in compliance with thcsc covenants. Bond Counscl and Special Tax Counsel 
are not aware of any rcason why thc Corporation cannot or will not be in compliance with such 
covenants. However, Bond Counsel and Special Tax Counsel have not undertaken to dctcrniinc 
(or to inform any person) whether any actions taken (or not takcn) or cvcnts occurring (or not 
occurring) after the date of issuance of thc 2001 Series A and B Bonds may affect the tax status 
of intcrcst on thc 2001 Series A and B Bonds. 

Certain Additional Federal Tax Corzseqnerzces 

Thc following is a bricf discussion of certain Federal income tax matters with respect to 
the 2001 Series A and B Bonds under existing statutes. It does not purport to deal with all aspects 
of Federal taxation that may be relevant to a particular owner of a 2001 Serics A and B Bond. 
Prospective invcstors, particularly those who may bc subject to special rules, are advised to consult 
their own tax advisors regarding the Federal tax consequences of owning and disposing of the 
2001 Series A and B Bonds. 

Although Bond Counsel and Special Tax Counscl will cacti render an opinion that intercst 
on the 2001 Series A and B Bonds will be excluded from gross income for Federal income tax 
purposes, the accrual or receipt of interest on the 2001 Series A and B Bonds may otherwise affect 
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the Federal income tax liability of the recipient. The extent of  these other tax consequences will 
depend upon the recipient's particular tax status or other items of income or deduction. Bond 
Counsel and Special Tax Counsel express no opinion regarding any such consequences. 
Purchasers of the 2001 Series A and B Bonds, particularly purchasers that are corporations 
(including S corporations and foreign corporations operating branches in the United States), 
property or casualty insurance companies, banks, thrifts or other financial institutions or recipients 
of Social Security or Railroad Retirement benefits, taxpayers otherwise entitled to claim earned 
income credit and taxpayers who may be deemed to have incurred (or continued) indebtedness to 
purchase or carry tax-exempt obligations, are advised to consult their tax advisors as to the tax 
consequences of purchasing, holding or selling the 2001 Series A and B Bonds. 

From time to time, there are legislative proposals in Congress that, if enacted, could alter 
or amend the Federal tax matters referred to above or advcrsely affect the market value of the 
2001 Series A and B Bonds. It cannot be predicted whether or in what form any such proposal 
might be cnactcd or whether, if enacted, it would apply to bonds issued prior to enactment. Each 
purchaser of the 2001 Series A and B Bond$ should consult his or her own tax advisor regarding 
any pending or proposed Federal tax legislation. Bond Counsel and Special Tax Counsel express 
no opinion regarding any pending or proposed Federal tax legislation. 

2001 Series C and D Bonds 

General 

The following is a summary of certain anticipated federal income tax consequences of the 
purchase, ownership and disposition of the 2001 Series C and D Bonds. The summary is based 
upon the provisions of the Code, the regulations promulgated thereunder and the judicial and 
administrative rulings and decisions now in effect, all of which are subject to change or possible 
differing interpretations. The summary docs not purport to address all aspects of fedcral income 
taxation that may affcct particular investors in light of their individual circumstances or certain 
types of investors subject to special treatment under the federal income tax laws. Potential 
purchasers of the 2001 Series C and D Bonds should consult their own tax advisors in determining 
the federal, state or local tax Consequences to them of the purchase, holding and disposition of the 
2001 Series C and D Bonds. 

Although there arc not any rcgulations, published rulings or judicial decisions involving 
the characterization for federal income tax purposcs of securities with terms substantially the same 
as the 2001 Series C and D Bonds, Bond Counsel and Special Tax Counsel have advised the 
Corporation that the 2001 Series C and D Bonds will be treated for federal income tax purposes 
as evidence of indebtedness of the Corporation and not as an ownership interest in the trust estate 
securing the 2001 Series C and D Bonds or as an equity interest in the Corporation or any other 
party, or in a separate association taxable as a corporation. Interest on the 2001 Series C and D 
Bonds is includable in gross income for federal income tax purposes under Section 61 of the Code, 
and not excludable from gross income under Section 103 of the Code. Interest on the 2001 Series 
C and D Bonds will be fully subject to federal income taxation. In general, interest paid on the 
2001 Series C and D Bonds and recovery of accrued market discount, if any, will be treated as 
ordinary income to a Bondholder, and principal payments will be treated as a return of capital. 
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The Code contains special federal income tax rules for "real estate mortgage investment 
conduits." The Corporation docs not intend to treat the arrangement by which the trust estate 
sectircs the Series 2001 Series C and D Bonds as a "rcal estate mortgage investment conduit." 

The 2001 Series C and D Bonds will not (a) represent interest in "qualifying real property 
loans," within the meaning of Section 593(d) of the Code, (11) constitute "loans ... secured by an 
interest in real property," within the incaning of Section 7701(a)(19)(C)(v) of the Code, (c) 
constitute "real cstatc assets" within the meaning of Section 856(c)(S)(B) of the Code, or (d) 
constitute "Governnicntal securities," within the meaning of Section sSl(b)(3)(A)(i) of tlie Code. 
Interest on the 2001 Series C and D Bonds will not be considered "interest on obligations secured 
by mortgages on real property or on interest in real property," within the meaning of Section 
856(c)(3)(B) of the Code. 

Sale or Redeniptioii of 2001 Series C arid D Bonds 

A Bondowner's tax basis foi- a 200 I Series C and D Bond is the price such owner pays for 
tlie 2001 Series C and D Bond plus amounts of any original issue discount included in  inconic, 
reduced on account of any payments rcccivcd (other than "qualified periodic interest" payments) 
and any amortized premium. Gain or loss recognized on a sale, exchange or redemption of a 2001 
Series C and D Bond, mcasurcd by the difference bctwccn the amount realized and the 2001 Series 
C and D Bond's basis as so adjusted, will generally give rise to capital gain or loss if the 2001 
Series C and D Bond is held as a capital asset. 

Backrip Witliholdirig 

A Bondowner may, under ccrtain circumstitnccs, be subject to "backup withholding" at the 
rate of30.5%> with respect to interest or original issue discount on the 2001 Scrics C and D Bonds. 
This withholding generally applies if the owner of a 200 I Series C and D Bond (a) fails to furnish 
the Trustcc or other payoi- with its taxpayer identification number; (b) furnishes the Trustcc or 
other payor an incorrcct taxpayer identification number; ( c )  fails to report properly interest, 
dividends or other "reportable payments" as defined in the Code; or (d) tinder certain 
circumstnnccs, fails to provide the Trustcc or other payor with a certified statement, signed under 
penalty of perjury, that the taxpayer identification number provided is its correct number and that 
the holder is not subject to backup withholding, Backup withholding will not apply, however, 
with respect to certain payments made to Bondowners, including paynicnts to certain cxcmpt 
recipients (such as certain cxcnipt organizations) and to certain Nonresidents (as dclincd below). 
Owners of the 2001 Series C and D Bonds should consult their tax advisors as to their qualification 
for exemption from backup withholding and the proccdurc for obtaining the exemption 

The amount of "reportable payments'' for cach calendar year and the aniount of tax 
withheld, if any, with respect to payments on the 2001 Series C and D Bonds will be reported to 
the Bondowncrs and to the Internal Rcvcnuc Service. 
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Foreigii Bondowners 

Under the Code, interest and original issue discount inconic with respect to the 2001 Series 
C and D Bonds held by nonrcsidcnt alicn individuals, forcign corporations or other non-Unitcd 
States persons ("Nonresidents") generally will not be subject to the 30% United States withholding 
tax i f  the Trustee (or other person who would otherwise be required to withhold tax from such 
payments) is provided with an appropriate statement that the bcncficial owner of the 2001 Series 
C and D Bonds is a Nonresident. The withholding tax may be rcduccd or eliminated by an 
applicable tax treaty, if any. Notwithstanding the foregoing, i f  any such payments arc cffcctively 
connccted with a United States trade or business conducted by a Nonrcsidcnt Bondowncr, they will 
be subject to rcgular United States income tax, but will ordinarily be excmpt from United States 
withholding tax. 

ERISA 

The Employees Requirement Income Security Act of 1974, as amended ("ERISA"), and 
the Code gcncrally prohibit certain transactions between a qualified employee benefit plan under 
ERISA or tax-qualified retircmcnt plans and individual rcquiremcnt accounts under the Code 
(collectively, the "Plans") and persons who, with respect to a Plan, are fiduciaries or other "parties 
in interest" within the meaning of ERISA or "disqualified persons" within the meaning of the 
Codc. All fiduciaries of Plans, in consultation with their advisors, should carefully consider the 
impact of ERISA and the Codc on an investment in any 2001 Series C and D Bonds. 

In all events, all investors should consult their own tax advisors in determining the fedel-al, 
state, local and other tax conscqucnccs to thcni of the purchasc, ownership and disposition of the 
2001 Series C and D Bonds. 

RATINGS 

S&P has assigned the 2001 Bonds a rating of " A A N A - I +  ", Moody's has assigned the 
2001 Bonds a rating of "AadVMIG-I" and Fitch has assigned the 2001 Bonds a rating of 
"AAA/F-I+ ". The assignment of such respcctivc ratings by S&P, Moody's and Fitch to the 2001 
Bonds is conditioned upon the delivery of the Policy by the Insurer substantially in the form set 
forth as Exhibit G hereto and upon the delivery of thc Tender Agreement, reflecting the 
Corporation's obligation to purchasc 2001 Bonds as described above, at thc time of delivery ofthe 
2001 Bonds. Such ratings on the 2001 Bonds will expire on the termination of thc Policy. The 
Underwriters' obligation to purchasc the 2001 Bonds is conditioned on the assignment by S&P, 
Moody's and Fitch of thc respective aforementioned ratings to thc 2001 Bonds. Each rating 
reflects only the view of the applicablc rating agency at the time such rating was issued and an 
explanation of thc significance of such rating may be ohtaincd from the I-ating agency. There is 
no assurance that any such rating will continue for any given period of time or that any such 
ratings will not bc rcviscd downward or withdrawn cntircly by the applicahlc rating agency if, in 
its judgment, circumstances so warrant. Any downward revision or withdraw;il of any such rating 
can be cxpccted to havc an advcrsc elfcct on the niarkct price of the 2001 Bonds. 
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FINANCIAL STATEMENTS 

Thc unaudited financial statements of the Corporation as of and for the nine months ended 
March 31, 2001, included in Appendix A to this Official Statcment, appear without rcvicw or 
audit by an indcpcndent auditor. 

The combined financial statcmcnts of the Corporation as of and for the years ended June 
30, 2000 and 1999, includcd in Appendix A to this Official Statement, have been audited by 
Dcloittc & Touchc LLP, indcpcndcnt auditors, as statcd in  their report appcaring hcrcin. Deloittc 
& Touchc LLP was not rcqucstcd to rcvicw this Official Statement. 

Dcloittc & Touche L L P s  profcssional scrvices contract with thc Corporation cxpircd in 
April 2001. The contract for the audit of the Corporation's combined financial statcmcnts for the 
year ended June 30, 2001 has been awarded to another nationally rccognizcd accounting firm. The 
auditcd 2001 combined financial statcmcnts are expected to be available on or about Octobcr 15, 
200 I .  

Copics of the Corporation's annual financial statements (and accompanying indepcndent 
auditors' report) and the Corporation's current annual report will be mailed to any Beneficial 
Owncr who shall have filed his name and address with thc Corporation for such purpose. 

LITIGATION 

There is no controversy or litigation of any material nature now pending or threatened to 
rcstrain or cnjoin the issuancc, salc, execution or delivery of thc 2001 Bonds, or in any way 
contesting or affecting thc validity ofthc 2001 Bonds or any proceedings of the Corporation taken 
with respcct to thc issuancc or salc thereof, or the pledge or application of any moneys or security 
provided for the paymcnt of the 2001 Bonds or thc cxistcncc or powers of the Corporation. 

LEGAL MATTERS 

All lcgal matters incident to the authorization, sale and delivery of thc 2001 Bonds and 
ecrtain Federal and state tax matters arc subjcct to thc approval of Wohlforth, Vassar, Johnson & 
Brecht, P.C., Anchorage, Alaska, Bond Counscl. Certain Federal tax matters will be passed upon 
Tor thc Corporation by Kutak Rock LLP, Special Tax Counsel. Certain legal matters will be 
passed on for the Undcrwriters by their counscl, Hawkins, Delaficld & Wood, New York, Ncw 
York. 

STATE NOT LIABLE ON BONDS 

Thc Bonds do not constitute a debt, liability or obligation of the State or of any political 
subdivision thereof or a pledge of the faith and credit of the State or of any political subdivision 
thereof, but are payable solcly from thc rcvenuc or assets of the Corporation. 
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LEGALITY FOR INVESTMENT 

Subject to any applicable federal requirements or limitations, the 2001 Bonds are eligible 
for investment by all public officers and public bodies of the State and its political subdivisions, 
and, to the extent controlled by State law, all insurance companies, trust companies, banking 
associations, investment companies, executors, administrators, trustees and other fiduciaries may 
properly and legally invest funds, including capital in their control or belonging to them, in the 
2001 Bonds. 

UNDERWRITING 

The 2001 Bonds are being purchased by the Underwriters at the price of par. Lehman 
Brothers will be paid a fee of $526,969.85 with respect to the 2001 Series A and D Bonds. 
Merrill Lynch will be paid a fee of $469,571.50 with respect to the 2001 Series B and C Bonds. 
The Bond Purchase Agreemcnt with respect to the 2001 Bonds provides that the Underwriters will 
purchase all of such Bonds, if any are purchased, the obligation to niakc such purchase being 
subject to certain terms and conditions set forth in such Bond Purchase Agrecmcnt, the receipt of 
certain legal opinions, and certain other conditions. The initial public offering prices and yields 
of the 2001 Bonds may be changed from time to time by the Underwriters. The Bond Purchase 
Agrecment provides that Underwriters may offer and sell the 2001 Bonds to certain dealers 
(including dealers depositing such Bonds into unit investment trusts, certain of which may be 
sponsoicd or managcd by an Underwriter) and othcrs at prices lowci or yields higher than the 
public offering prices and yields of the 2001 Bonds set forth on the cover page. 

FINANCIAL ADVISOR 

Arimax Financial Advisors, Inc. has acted as financial advisor in connection with the 
issuance of the 2001 Bonds. 

ADDITIONAL INFORMATION 

Any statements in this Official Statement involving matters of opinion, whether or not 
expressly so stated, are intended as such and not as representations of fact. This Official Statement 
is not to be construed as a contract or agreement between the Corporation and the owner of any 
2001 Bonds. 
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MARCH 31 JUNE 30 
ASSETS 2001 2000 1999 
Cash $ 1  1.263 ss.520 $ Ill.859 
liivcstinciits I 3 2 , 5 3 5  1,786,242 I ,8 18.740 
M o r t g y  loans a n d  mortgiigc-hacked 

securities, iict 3,036.7 I7 2,672.732 2.3 IO.468 
Mobilc honic loans, net 
Notes rcceiviihlc 
Accrued iiilcrcst receivable 
Net i r i ~ c s ~ r i i c ~ ~ t  in d i w t  1in;iiicinf lciisc 
Uriaiiiortized hoiid issuiiiicc costs 
Due froril other l ir i ids 
Real cstiitc iiiid mobile lioiiics owned 
Priipcrty and cquipment iit ciist. net 

4.672 
3 1.089 
31,714 
39.150 
26.61 3 

133,956 
725 

95,244 

6.149 
32, I24 
24,180 
40.528 
25.097 
96.982 

652 
90,264 

8.630 
32,5514 
24.302 
39.5 I9 
2 1.437 

222 
103.594 

70.653 

Otlicr assets 16.435 23,335 19,615 
$S,oin,i 13 $4,807,805 $4,460,953 

LIAIHLITIES AND FUND EQUITY 
Liabilities: 
Bonds mil notes, net ol~discoiints 
Commcrci;ll p:iper 
Securities sold under agrecl~iclits to 

Accrued interest payable 
Duc to otlicr funds 

repurchase 

$2.041.595 $2.699.4 I0 $2,249,499 
77.637 126.680 105.762 

I 1.938 87,497 178.177 
56, I I8 15.376 17.124 

133,956 96.982 70.653 
Accrued expcriscs and other liuhilitics 29,878 29,496 56.703 

Total liabilities 3.25 I ,  I22 3,055,450 2,672.') I8 
Commitments :ind Continpicies 

(Notes I I .  12. 14, 17. 18. 23) 

Fitrid cqaity: 
Contrihutcd ciinitiil 
Retained c;ii-nings 

Total firrid eqitily 

443,810 500,586 618.O68 
I ,3 15,172 1.25 1,769 I ,  169.967 
I ,758.09 I I , 7 5 2 3 5  1.788.035 

$5.010.113 %4.sn7.805 $4.46O.Y53 



M*ItCli 31. 
REVENUES 2001 2000 1999 

I02 65 I47 
240.9 I2 2S9.095 272.027 

Rental itiid Iciisc i i ici i i i ic 
Otlicr iiic(1111e 

5.15s 7.003 6.805 
1,299 I.007 3.358 

Estcrii;illy l i i i idcd prugraiii r c ~ c i i ~ i e s  28.03') .?4,Ilr) I .32,285 
TOTAL REVENUES 275.408 331.286 313.475 

EXPENSES 
II11crcst 128,775 159,672 I3S.  I65 



Net inconic hcforc ciiniiiI:itivc cffccr n f  
:icc~iitnting change S6.3.403 s77.521 S79,450 
Rerrri~i~nl i~r ro~ i - i~per~~l i r rg  aclivii?: 
Iii\wmicnt i interest inconic (75,367) [ 107.2 14) (107.5Y4) 
Net ch:ingc i n  la i r  v:iIue of i i iwstn ic i i ts  (10.322) 3.562 5,297 
Inlcrcst on honds ond other deht 

A'eI upernling iircurrre 
I27.6OX 157,214 135. I S 5  
105.322 1.7 I .OX.? I 12.748 

Adj~rrsirnerris 10 recurrcile riel uperalirrg irrcurrrr 
10 tiel cash rued /I? uperaling activi1ic.s: 
Depreciation expense 4.204 5.684 4,689 
Nct iiiiiorti%iition of discounts mid bond issuiiiicc 

costs 2.171 3.SOI 3,792 
Acqiiisition 01 loans ;ind notes rccciv;ihlc (5S.i.S52J (6.3l.62XI (65&917) 
Loan principal rcpaymcnts :ind reduction i n  rciil 

estate and mobile linnics nwicd 210.337 765.520 406,262 
Incrcapc in innrtg;igc and iiotcs interest 

rccci\,iihle (I ,7941 (1.163) ( 1,441 J 

liicrcnsc (dccrcxe) in other li;ihilitics iiritl itsscts S.350 (30,903J 17.660 
I i icrmsc in allwvilrice fnr loan losses. net of 

Net exlieiiscs for ( I ~ c c ~ \ w ~  of1 real cstiitc iiiiil 
mohilc homcs owned (158) ( I .(JOY J 954 

Receipt (if fedcr;il rent subsidies I I.047 13,374 13,917 

NET CASH USED BY OI'ERATINC 

cI1;lrfc Off \  12, I27 7.68 I 3,241 

Paynient of fedcral rent subsidies ( I  2,156) (I 3.S97J ( 13.9 10) 

ACTIVITIES (211,393) (250,956) (103,005) 

Net proceeds froiii issuiiiice ofcnii1iiicrci:iI 
pqicr and scouritics sold iiiitler ngrecmcnts to 
Ic~>llrcl l~lsc 624.250 1.574,92s I. 159.994 
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State Capilal Federal Capital Retained 
Total Equity Contributions Contributions Earnings 

Ualance, July 1, 1998 $1,821,455 $636,702 $94,636 $1,090,117 
IiUD t le l i l  p;iyi icnts 389 389 

Re[urned 10 S1;itc of Al;iska (116,514) (I 16.514) 

Nct income 79,850 79,850 

t IUD i i i i i i ler i i iz~i l i i i i i  & devcli ipment 2.855 2.855 

Balance, .June 30, 1999 1,788,035 520,188 97,880 1,169,967 
5.242 5.242 
2.846 2,846 

(23,548j (23,548) 
(102.022) (102,022) 

8 I .xo2 8 1.802 

$1,752,355 $4 1 8, 166 $82,420 $1,251,769 
.?. I75 3. I75 

(59,942) (59.942) 
(i j40~? 67 mi 

$1,758,991 $358.224 $ 8 5.5 9 5 $1.315.172 



ALASKA HOUSING FINANCE COKI’OKATION 
(I coiiipuiiei~t iriiir of the State ofAloskn 

NOTES TO COMBlNE~I~ FINANCIAL STATEMENTS 

Footnote 
Number 

FOOTNOTE INDEX 

Descriiition 
Page 

Numhcr 

I 

7 

3 

4 

5 

6 

7 

8 

9 

I 0 

I 1  

12 

I3 

14 

15 

16 

17 

18 

I9 

20 

21 

22 

23 

Authorizing Legislation and Funds ....................................................................................................................... 1 

Summary of Signilicant Accountiw~ Policics ........................................................................................................ I 

Cash ........ 3 

Invcsuncnts .......................................... .......................................................................... 3 

. .  
e 

Mortgage Loans and Mortgage-Backed Securities ................................................................................................ 5 

Notes Reccivnhle 

Insurance Agrccmcnts 

Insurance Program Funds .................... ......................................................................... 6 

Direct Financing Lease ...................................................................................................................................... 6 

Property and Equipincnt .................................................................................................................................... 6 

Bonds and Notes Payable ....................................... .... 7 

Comincrcial Paper I 1  

Securities Sold Under Agrccmcnts to Repurch;isc ................. I 1  

Unused Letters (if Credit mid Other Crcdit Arrnngeiiicnts .............................................................................. 17 

Yicld Restriction and Arbitrage Rchatc ........................................................................................................... 12 

State Authoriz;itions and Commitincnls .......................................................................................................... 12 

Grants :ind Suhsidies 14 

Other Progr;ims .............. 15 

Pension Plan .................................................................................................................................................... 17 

Fair Value of Financial Instrumcnts ................................................................................................................ 18 

Cumulative Efrcct o f  Accounting Change ....................................................................................................... 20 

Other Commitments and Contingcncic 21 



ALASKA HOUSING FINANCE CORPORATION 
(I C O I I I [ J O ! I ~ ! I ~  irriir of rlre Srnrc ofAlnskn 

NOTES TO COMBINED FINANCIAL STATEMENTS 

MARCH 31,2001 

1 AUTHORIZING LEGISLATION AND FUNDS 
The Alaska Housing Finance Corporation (Corporation), a public corporation and government instrumentality of the 
State of Alaska. was created in 1971, and substantially modified in 1992, by acts of the State of Alaska Legislature 
(Legislature) to assist in the financing, development and sale of dwelling units, operate the State's public housing, 
offer various liome loan programs emphasizing housing for low- ;and moderate-income and rural residents, and 
administer energy efficiency and weatherization programs within Alaska. 

Generally, the Corpor;ation accomplishes i ts mortgage-rcl;ited oh,jectives by functioning as a secondary market for 
qu:alilied real estate iintl mohile home loans originated by linancial institutions. The Corporation i s  authorized, as 
approved by the Legisliaturc, to issue i ts own bonds, bond anticipation notes and other obligations in such principal 
amounts as. in the opinion of the Corporation, wi l l  he necessary to provide sul-ticicnt runds for carrying out i ts  
purpose. Certain bonds issued to finance residences for qualified vctcrans arc unconditionally goarantced by the 
State 01- Alaska. N o  other obligations co~~stitute a debt of the State. 

The non-mortgage related programs of the Corporation arc funded through various grant and program agreements 
with the federal government's dcpartments o f  Housing and Urban Dcvclopmcnt (HUD), Energy (DOE), and Health 
and Human Services (HHS), as well as capital ;and operating subsidies from the Corpormion's own 1-unds. 

During the second quarter of tiscal year 200 I, Northern Tobacco Securitization Corporation (NTSC) was 
incorporated in the State of Alaska in pursuant to House Bill No. 2x1 ol- the Alaska Legislature. As a subsidiary of 
the Corporation, NTSC is  a government instrumentality of. but separate and iapart from, the State of Alaska. There 
i s  no financial accountability between NTSC & the Corporation. Neither the Corporation nor the State i s  liable for 
any debt issued by NTSC. NTSC i s  not a coinponent unit of the Corporation and thus not included i n  the 
Corporation's linancial sratemcnts. 

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
Fund Accounting 
The financial activities of the Corporation. which arc restricted by the Corporation's bond resoIutions. rcquiremcnts 
from tlie Legislature, HUD, DOE, and HHS progrmi agreements, :are recorded in viirious specid purpose funds iintl 

accounts as specified in such instruments or necessitated by appropriation rc i~uirc~ncn~s. In generill. tin:inci:il 
activities ;and resulting account bilnnccs which are not so restricted arc recorded in the General Account of the 
Revolving Fund. The Corporation's funds are considered to he proprietary funds for linnncial reporting piirposcs 
with rcvcnues recognized when earned and cxpc~~ses \vhcn incurred. As permitted hy the Govcrnmcntol Accounting 
Standards Bozard's (GASB) Statcmcnt Nuinhers 20 and 29. the Corpor:ition iapplics al l  stutements and interpretations 
of the Financial Accounting Standards Board (FASB) thnt apply to lor-profit entities and which do not conllict with 
GASB pronouncements. 

Use of Estiniates 
The preparation of tin;inciul statements in conformity with generally accepted iiccounting principles requires 
mansgemcnt to makc cstiniates and assumptions that affect the rcportcd innnu~~ts of ;issets ;ind liabilities :ind 
disclosures 01- contingent assets and liiibilities at the date of the linanciul stiitcmcnts and tlie reported amounts of 
revenues and expenditurcs during the reporting period. Actual results could d 

Unrestricted Activities 
The General Account o f  the Revolving Fund consists entirely of thc Corporation's unrestricted assets, liabilities, 
equity and results of operations. 

Investments 
Al l  i n v e ~ t n ~ e n t ~  arc stated :it fair value. The Corporation docs not participate i n  any external investment pools. 

SFAS 133 
In June I W X ,  the Financial Accounting Standard Board (FASB) issued St;itcmcnt of Financial Accounting 
Smdards (SFAS) No. 131, Accounting for Derivative Instruments and Hedging Activities, which i s  effective for all 
l iscal years beginning after June 15. 2000. SFAS 131 establishes accounting and reporting standards for derivative 
instruments, including certain derivative instruments embedded i n  other contracts and for hedging activities. Under 
SFAS 133, certain contracts that were not formerly considered derivatives now meet the delinition of a derivative. 
The Corporation adopted SFAS 133 effective July I, 2000. The adoption of SFAS 1.13 had no significant impact on 

r from those estimates. 
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tlic 1inanci;il position or rcsuIts of o1)cratioiis of the Corporation hccausc tlic Corpor;ition diics not li;i\'e signilic:int 
tlcriv:itivc activity. 

I,on11s 

iMortgagc Ioiins iirc ciirricd ;it ihcii- unpiiid principal b;il;inccs net of allowance for cstiniiitetl loan losses. Under 
previous :igrccnicnts. tlic Corpor~iiin cxcliangcd mortgages f o r  mortg;ige-hacked securities (MBSsJ with Federal 
Nation;il Mortgage Associ:ition (FNIMA). and Fcdcriil Home Loan Mortgage Corpor:ition (FHLMC) and issued 
mortgage certilicates :uur;intccd by tlic Coverninent National Mortgage Associ;ition (GNMAJ. MBSs received i n  
exchange for mortgages and those issued by t l ie Corporation under its iMBS program arc carried ;it tlic unp;iid 
principal halnncc 01 the underlying iniortgagc loans. net of related iillowiinccs. 

Real Estate and Mobile Homes O\r.oed 
Real cst~itc aiid mobile lionics uwricd consist principally of properties acquired through forcclosurc oi- repossession 
antl iirc c:irricd tit the lower ol~cost or estimated net re;iliz;ihle value. 

Accrued Interest Receivable 011 Loans and Properties 
Interest is accrued based upon the principal aiiiount outslanding. Accrual of  interest inconic is discontinued o n  1o:ins 
\\'lien. i n  ihc opinion of managcmcnl. coIIcction of siich inicrcst hcconics douhtful. When payment of interest is 
provided fur pursuiint to tlic terms 01 l m n  insurance or guiirantccs. accrual of interest on delinquent loans and real 
csiatc i iwnctl is continued. 

Allowances for Estimated Loan Losses 
The Corporation provides lbr possible losses on Ioiins anticipitcd to he loreclosed upon. A potential loss is recorded 
when llic net icaliziiblc vialuc, or fair valuc, of the related coll;ileral or security interest is estiniiitetl 1 0  he less ihan 
the Corporation's investment in the properly less anticipated recoveries from private mortgage insurnnce. private 
credit insurance, and various otliei loan guarantccs. I n  providing fix losses, through a chaigc to operations, 
consideration is given to the costs 01 holding real cst:itc. including interest costs. l l i c  loan portfdio, property 
liolding periods iintl property liolding costs arc reviewed periodically. While nxinageinent uses thc hcst inlorm;ition 
;iv;iilahlc to mohc cviiluations. future adjustments to the allowances may he ncccssory i f  there arc signilic;int chongcs 
i n  cciinoniic conditions or property dispos;il programs. 

Aniortizntion and Depreciation 
Discount nnd issuance cxpcnscs on deht arc deferred ant1 amonizcd using the interest inethotl over tlic life of the 
rcliitcd bond issue, ranging lroni 30 to 10 years. 

Depreciation and ninortizntion of buildings, equipment, Icnschold improvcmcnts ;ind intangihlc osscts arc computed 
(I useful l ives of [ l ie related ;isscIs. Estimntcd useful lives rmgc from 3 tu 40 

Bonds and Notes 
The Corporation issues hunds antl n o w  t u  provide capital for its mortgnge programs, and other uses consistent with 
its niission. Tlic bonds and notes arc recorded at cost plus accrctetl interest ant1 premiums, less discounts and 
(leferrcd dcht refunding expenses. Discounts and prcniiums arc ~ini(irtizci1 using the effective intcrcsi mcthod. 
Deferred debt rcliinding cxpcnscs are ;imortizcd over tlic shorter of the remaining lile of tlic old debt, o r  the 
remaining life of the new dcht. 

Income Taxes 
The Corporation is exempt from federal and sIatc income taxes. 

Reclassifications 
Certain prior-year halunces have hcen re itied to conform to the current period prcscntation. 

2 
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N0TF.S TO COMHINEI) FINANCIAL STArrMENTS 

3 CASH 
Cash consists of demand deposits, time deposits and un-invested tnist account balances. A summary of the 
Corporation’s cash follows ( in  thousands): 

March 31, June 30, June 30, 
2001 2000 1999 

Restricted $7,497 S2.108 $6.015 
Unrestricted 
Carrying amount 
Bank balance 

3,766 6.4 I2 4,844 
$11,263 $8,520 $10,859 
S I 1.972 $9.443 $1 1,982 

4 INVESTMENTS 
Custodial Credit Risk 
The Corporation assumes Icvels of custodial credit risk lbr its cash. deposits with financial institutions, hank 
inve~tinent agreements and investments. Cash and hank investnient agrccments are categorized as: I )  insured by 
federal depository insurance or collateralized by sccuritics held by third parties i n  the Corporation’s name; 2) un- 
invested in trust and other accounts collateralized with securities held by bank trust dcpartmcnrs, hut  not in the 
Corporation’s name: and 3 )  uninsured and un-collateralized. Investments are categorized as: I )  insured, registered, 
or held by the Corporation or its agent in the Corporation’s name: 2) uninsured and unregistered, hcld by the counter 
party’s trust dcpartmcnt or agent i n  the Corporation’s namc: and 3) uninsured and  unregistered investments that iire 
held by a counter party. or by its trust dcpartment or agent, hut not in the Corporation’s name. 

The bank balance of the Corporation’s cash. hank investment agreements, and investments is categorized below (in 
thousands): 

Cash 

Category Category Category March 31, June 30, June 30, 
1 - 7 3 2001 2000 1999 

$11,972 $ 1  l.’)72 $9.443 $ I I .’I82 

Category Category Category March 31, June 30, June 30, 
1 2 3 2001 2000 1999 

Rank ~ n v i ~ \ ~ i i w n t  - __. . . . . . . . .. . . . . . . . . 
agreements S- $149.287 S88.128 $237.415 5288.567 $330,168 
U.S. Treasury securities 33.587 23,748 57,335 80,408 106,017 
Securitics of U.S. 
Government agencies 
and Corporations 233.473 78.640 312,113 347,206 225,601 
Asset-backed securities 56.692 15.841 72.533 95,657 124.13 I 

Commercial miner 6t 
Certificates of  Deposit 15.000 15.000 15.1 10 2 7 3  LO 

. .  
incdiuin term notes 92,017 299,556 391.573 410,388 420,325 
Subtotal 415.769 432,785 848,554 948,769 912,384 

$415,769 $582,072 $88.128 1,085,969 1,237,636 1,242,552 
Investment agreements 256.295 350.886 354.294 
Collateral for reverse 
repurchase agreements I 1,970 87,497 178.840 
Money market funds 228,301 110,223 43.054 
Total investments $1,582,535 $1,786,242 $1.818.740 

Investment Policies 
Investments of trusted funds iire made under terms of the indenture or agreement which applies to each pool of  
funds. Permitted investments may differ with each bond issue or other agrccmcnt. The Corporation’s fiscal policies 
govern unrestricted funds and securities. The following are eligible for investment thereunder; however, individual 
indenture or agrccment restrictions may not permit all ol-the following investments in any one pool of funds: 
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Obligations of the United St;itcs o r  a n y  agency (11‘ instrumciitality tIicrcoI; 

Deht ohligstioiis, including unsecured certificates o f  deposit. I ~ O I C S .  time deposits, and bankers‘ ;~cccpt:inccs 
of, and deposits with. m y  blink the short-term obligations of which have been rated at Iciist “A-I” by S&P 
or “P-I” by Moody’s; 
Deposits i n  and investments of ii coiiiriiercial bnnk o r  crcdi l  iiiii(iii which ;ire fully insured hy the FDIC or 
NCUA or Ihiit providc foi- ihc pledge ofcol1stcr;il iiiaiiitaincd ;it a i i i i i i i i i iui i i  lcvcl of 105%; 
Debt obligations, other than those th:it (10 1101 have ii fixed par value or terms th:it do not promise a lined 
dollar iiniount at maturity or  call clatc, riitctl iit leiist “AA” by S&P or “An” by Moody’s; 
Repurchase Agrccrnents (rcpos) with a corporation o r  oilier entity which has long-tcmi debt ratings o f  at 
least ”A’  by S&P or ”A” by Moody’s or sliorl-teriii ratings of ill 1c:ist “A-I” by S&P or “P-1‘’ hy  Moody‘s 
and where tlic collateral i s  maintained ;it ii i i i ini i i iui i i  level o f  lo?%,: 
Money market funds which iirc rated $11 least ”AAm” or “AAm-G’  by S&P or ”A:i” by Moody’s: 
liivestnient agreements or guaranteed iii\,cstriiciit coiilriicts with linanci;il institutions having (iutst;inding 
unsecured long-tern1 obligations r:itctl. or ii cliiirns paying or investment agrccnicnt rating, a t  least “AA’ by 
S&P or “An” by Moody’s: 
Floating rate notes issued by entities having outstanding unsecured long-term ohligations rated ”AA” by 
S&P or “Aa” by Moody‘s, and with interest rates suh.jcct to iitljiistiiicnt iio less frequently than every 90 

Ad,just;iblc rate funds. provided they iiic r:itcd “ A A A ”  credit and ” volati l i ty by S&P and “A:iii” by 
Moody’s; 
Intcrn;ition;il Bank for Reconstruction & Development debt obligations rated “AAA“ by S&P or “Aaa” hy 
Moody’s. 

d, ‘iys. . a i d  I ii nii ixi i i iui i i  rnaturity of three ycnrs or less; 

Investment Term 
The fair v ~ l u c  of dcht security invcsmcnts by contriictuiil maturity is shown below (in t I io i~s;~nds) .  Expected 
iiiiiturities may differ from co~itriictuiil maturities because burrowers m;iy have the right 1 0  call or prepay obligations 
with or without call or prepayment penalties. 

March 31, June 30, June 30, 
2001 zono 1999 

Doc in one year or less S1,295,466 s I.475.804 9559,526 
Due ;iftcr one year through live years 287,069 327.079 280,502 
Due after live ycars through tc i i  years 0 1,303 1,781 
Due aftcr ten years 0 32,056 976.927 

S 1,582,535 S 1.786242 $1 ,8 1 8,740 

Realized Gains and Losses 
The calculation of realized gains is independent of the ciilculation of the net increase i n  [l ie fair value of investments. 
Realized pains iiiid Iosscs on iiivestiiiciits t l i i i t  had hcen held i n  more t l i i i i i  one 1isc;il year and sold in the current 
period may liavc hccn recognized as an increase or dccrcase in the fair value of investments rcported in the prior 
year. The net increase i n  the Sair v ~ l u c  of iiivcstiiients included i n  the table hclow lakes into iiccount all chnngcs in 
lhir value (including purchases iintl sales) t l i i i t  ~cc i i r rc t l  (luring tl ie period. A summary of tlic gains :ind losses 
follows ( in  thousands): 

March 31, June 30, June 30, 
2001 2000 1999 

Net iiicrciise (dccrense) i n  Fair Value s7.250 ($3.562) ($5,298) 
Ending unrealized gains $16,494 s7. I87 $9,672 
Net renlized gains (losses) $ I.020 s 1.077 $508 
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Mort!!a!!c l ~ o ~ l n s :  
Pool iristired 
Fcdcrall y iristireti o r  :unl-;intccil l..32S.S14 I ,  I .34,777 934.5 I4 
Othcr I .652.1SO I ,443.454 I .230,37 I 
;vlor~rnrc:-h:ick~:d Securities issued hv tlic 

23.570 30. I22 4 1.549 
GNM A 74.230 S5.352 IO l .5SO 
FI-ILMC IO.hl6 17,556 16,017 

.3. I 4  1.425 2.764.854 2,393,678 
Lcss: 
Allowance for loan losses (104.708) (92.122) (S3,21OJ 

S3.036.7 I7 s2.672.132 S2.3 IO.468 

Other suppleineritsl Ioiiii information i s  suinin;irizcd i n  the following table ( i n  thousands): 

Marcli 31, .lune 30, June 3n, 
2001 2nno I999 

Dclinweiicics iintl F~rrcclosurcs: 
1-onns dclinqiieiit -311 cl:iys or marc S02.465 $85. I43 S 7 2.2 7 s 
Fnrcclosurcs during per iod 2.622 3. I03 2,890 
Loiins in  Ibrccl~isurc proccss 6.0 I 5  7,117 4, I28 

Tn piirchxx morlga:c Ioiins 77.276 I05.500 I I 1.446 
To rcpurclitisc Ioi ins 11piin Ibrcclosurc 86.247 99. I58 122.499 

Mortna!!c-rel;i~cil c i ~ ~ ~ ~ i i i i t ~ i i c ~ i ~ s :  

6 MOBILE HOME LOANS 
A sumiiiary of inohilc home loans follows ( in  t1ioos:inds): 

March 31, June 30, June 30, 
200 1 2oon 1999 

Mohilc home loiins s5.743 $7,626 F; I 1.055 
Lcss rcserw fnr  inobile honic loan losses ( 1.07 I j ( 1,477) (2,425) 
Net inohilc l~nnic lniins S4.672 S6.149 $8.630 

h'larcli 31, June 30, Julie 30, 

University 01 Alaska Ioiins 
Others (net of reserve) 
Total Notes Rcceivnhlc 

znni ~ o o n  1999 
S30.')58 $3 IJIW S.32.756 
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8 INSURANCE AGREEMENTS 
The Corporation hiis ohlaincd p r i w e  mor1g;igc insiiriincc, credit insurance or goaronlccs on ccrliliii morlgagcs and 
loans, The ;igrccnicms pnitect the Corporation to wrying degrees against Iosscs arising fr11111 the tlisposilioii of the 
relaled collii~criil oht;iincd through f o ~ c c l ~ i ~ i i ~ c  o i -  rcposscssion. :is wel l  iis tlic costs of ohlaining ~ i t l c  10. iiiiiinlcn:ince 
iind liquidution 01 [lie collatciml. The Corpc~~ i~ i ( i i i  i s  exposed 10 losscs 011 disposition in 11ic e ~ c n t  1lic insurers (it- 

gii:iranlors arc iin:ihle or rcfi~sc 1 0  iiicet [heir ohligalions ~ i i idc r  Iliesc ;igrccmcnrs. 

9 X N S U R A N C E  PROGRAM FUNDS 
The Corpwati<iii t\os thrcc iiisimiicc I'unds l i ir tlic purpose 01' iiisiiriiis i1scll against losses which might occur as a 
result of  ~iinrlgigcs piircliiiscd uiiilcr h e  Rur;il 1-lollsing nnd various o ~ l i e r  prugranis. l'lic insiil.iincc liinds :ire held in 
11-1151 by ii coiiiiiici-ciiil bnnhing iiistilution iinti arc administcrcd by 11ic iiian:igcmcnt ( 1 1  tlic Corporatimi. They :ire 
iiicludctl in !lie Ccncral Account of t l ic  Rcwlving Fund in the accoiiipniiyiiig iiniinziiil shtciiicncs. 

10 DIRECT FINANCING LEASE 
In  July,  1997. l l ic Corpor;!lion ~JiIrchiiseil i in (iilicc huilding in do\vnIowii Anchor;igc will1 i l s  unrcslrictcd iisscls Ihr 
;ipprosiimalcly $26 million. Tlic huilding wil l  be px t  of  1hc Corporation'\ S1alc L c x e  Building Pro:l-ani (the 
"l~rograni"1 and iiis hccn Icascd to the Stalc of Alaska Ibr i iccupmcy by i t s  DcpxlrncnLs and Agencies locxtcd in 
Anchorage. The Slalc has l l ic irplion to purcIi:isc i l ic building XI tlic end of tlic lciise for  S I .  I n  Dcccnihcr I W J  llic 
Corporation issited Ihc Skilc Building Lease Bonds. I9YJ series in 11ic iiiiioiint of S40.000.000 10 lin;iiicc the 
purcliasc. 'The lciisc oi tlic huildiiig to lhc St;itc hiis hccn rccordcd as ii direct iinoncing Icosc. The following tdi lc 
l is ts itic ciiniponcms 01 lhc iict in~~est i i icn~ in direct linaiicing I , iind shows tlic ~iiturc niiii i i i iuiii p ; iy~ ic i i~s i i n t l ~ r  
tlic Ic~isc for the next live yciirs m d  Ihcrc;iflcr (in thousands): 

Period Ending Future M in imom 
March 31 I'aynients Due 

2002 $3,549 
200.3 .?.540 
2004 3.540 
2005 3,549 
2006 3.540 
Tlicrcaflcr 42.595 
Gross I'ilynlcllls Due OO..~4O 

unc;lIncll Rc\.cnuc ( 2  I. 190) 
XCI invcstiiicnt in direct lin:incing lease S.39,llO 

11 PROPERTY AND EQUIPRIEN'I' 
A sumln;!ry 0 1  hdanccs oil incd iissc~s fiillows ( in Ihoiis:inds): 

March 31, .Iune 30, June 30, 

. 
Consu-itelion in Process 
Land 
Conipulcrs & Equipiiicnl 
Vehicles 

38.442 28.200 52,312 
13,115 12.493 12.503 
2.715 2.510 4.35 I 
1.465 1.422 I.260 

172.352 I hi. I75 1x1 2.78 
- Less: Accuniulatcd dcprcciation (77. I081 (73,912) (77,6441 

$95.244 SXl.264 sin.i.so4 

Tlic Corp~) f i i~ i~ in  i s  ohligalcd iiiidcr con1r:icts and iitlicr cciniiiiiliiicnls 10 1)iircIi;isc ;inil/iir iiiiiilcrnizc ccr1;iiii l iscd 
assc~s.  Tlic lotal coiiiiiiitn~cnl. including niiioiints to be fiindcd hy third parties. is ~1111~11 below. 

March 31, June 30, June 30, 
2001 2000 1999 

Cominitmcnts s1,311 $4.356 $7,492 



ALASKA HOUSING FINANCE CORPORATION 
(I coulpouenr rurir of rlrc Srure of Alasku 

NOTES TO COblBINED FINANCIAL STATEMI<NTS 

12 BONDS AND NOTES PAYABLE 
With the exception of the Veterans Mortgage Program Bonds, the Corporation's obligations arc not a debt of the 
State and the State is not directly liable thereon. The Veterans Mortgage Program Bonds are backed by the full faith 
and credit of the State. All of the bonds and notes arc secured, as described i n  the app1ic;ible agrcements, by the 
revenues, monies, investments, mortgage loans and other assets in the funds and accounts established by the 
respcctivc security agreements. A substantial portion of the assets of the Corporation is pledged to the outstanding 
obligations of the Corporation. Bonds and notes outstmding are as follow (in thousands): 

Original March 31, June 30, June 30, 
Amount 2001 2000 1999 

FIRST-TihlE HOME ~ ~ U Y I ~ R  BONDS: 

Collateralized Home *Mortgage Bonds (CHMB): 
Tax-Exempt: . CHMB 1988 Series A. 

CHMB 1989 Series B. 

CHMB 1990 Series A, 

Mortgage Reverrire Borrds: - 1996 Series A, 

. 1997 Series A, 

1998 Series A. 

I999 Series A I & 2. 

2000 Series A, 

2000 Series B. 

2000 Series C .  

Taxable: 
2000 Series D. 

TOI;!L T,\s-Esmr? FiRSr-Tihii; HO~IEUUYER 
B O N ~  1.13 I ,506 699.07 I 556,956 394.846 

7.4%1 to 7.5%. due 2003-2015 sx5.000 54,655 $5,890 $9,685 

7.55% to 7.65%. due 2000-2024 148,000 9,335 10,215 12.635 

5.7% to 7.05%. due 2000-2025 152,000 2 1.925 24,075 30,335 

4.40% to 6.5%). due 2000-2027 159,871 X9,606 97,771 113.471 

4.1% to 6%. due 2000-2037 I 6 o m  I50.720 152,600 158.830 

3.95% to 5.4%;. clue 2000-2035 70.000 66,195 66.405 69.790 

4.5%. to 6.25%,, due 2001-2035 200.000 200.000 200,000 

5.9%. to 6.O'ii due 203 I -2040 58.315 58,315 

5.45%. due 2008-2015 3.795 3.795 

4.7% to 6%,, due 2002-2032 68,785 68.785 

7.0% to 7.32%'. due 2003-2020 25,740 25,740 

Accreted interest 4.9 I3 3,859 2,526 
Unamortized discount ( I  ,2691 (5561 (436) 
Nirr Tr\S-EXEhlll' FIKBI'-TI~IE H o h t m u u ~ ~ t  

702.715 560,259 396,936 

Collateralized State Guararrreed Borrds: 
Collateralized Bonds I989 First Series, 
6.5% to 7.45%. due 2002-2031 45,000 1.240 1,525 2,645 
Collateralized Bonds 1990 First Series. 
6.875% to 7.50%. due 2003-2033 35,000 1.200 1,310 2.265 
Collateralized Bonds 1991 First Series, 
6.75% to 7.30%. due 2004-2033 45.000 4.320 4.630 7,380 
Collateralized Bonds 1991 Second Series, 
6.5% to 7.10%. due 2004.2034 60,000 10.265 11.775 15,430 
Collateralized Bonds 1992 First Scries. 
6.25% to 6.7556, due 2005-2034 45.000 18,100 19.395 31,615 
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No'rEs TO C O ~ I I H N I ~  FINANCIAL SrA'rfihil-:wrs 

Original blarcli 31, .June 30, .June 30, 
Aniount 20(11 2000 1999 

Unamor~izcd tliscount 
K , ~ S  bloiz'rmm PKOGIZ;\M U o N m  

O I ' H l i K  I l 0 N l ) S  hNl) NO 
Horrsirrg Developmerrl Uorrds: 

1991 Series A, 
6.2%, to 7%:. due 2000-2021 
I992 Series A, 
6.l5Si ro 7%'. tluc 2000.2027 . I993 Series A, 
4.25'2 to 5.625%. tluc 2000-2023 
I993 Scrics B, 
4.25%' to 5,625%, tluc 2000-2023 
1993 Series C. 
4.3j12, to 5.7% due 2000-2023 - I993 Series D. 
5.6%. 10 7.1 %. due 2000-7023 
I993 Series E, 
5.6% to 7. I %, due 2000-2023 
I997 Scries A. 
4.15%. 10 5.7%). duc 2000-2029 
I997 Series B. 
4.25'2, to 5.8%. tluc 2000-2029 
I997 Scrics C. 
6.8%# to 7.55%,, due 2000-2029 
I999 Series A, 
4. I % 1 0  6.3%:. duc 2000-2029 
I999 Series B. 
4.20% 10 6.37%. due 2000-2029 - I999 Series C, 

2000 Series A. Floating rare 
3.6%' at M;irch 3 I, 200 I ,  due 200 I-2030 
2000 Series B. Floating riitc 
3.5%' tit March 3 I ,  200 I ,  due 200 1-2030 

4. 10% 10 6.20'2,. ~ U C  2oon-2o79 

Gerrernl Morlpge  Reverirre Uorrds: 
1991 Series A, Floaring Rate. 

1991 Series C. Floating Rare, 
5.75% ill scpt 30, 1999, due 2026 

3 . 9 m  at Sept30, 1999, due 2026 

Coll;iteralized Bonds I993 First Scrics, 

Collnrernlizcd Bonds 1994 First Series. 

Colliirernlizcd Bonds 1995 First Series. 

Collatcralizcd Bonds 1997 First Series, 

- Coll;ircriilizetl Bonds 1998 First iintl Sccond 

4.50% ro 5.875%. duc 2000-2035 65,000 25,540 28,320 40.440 

5.30'29 to 6.80% tlUC 2000-2036 I30.000 89,025 89.350 109.380 

4.60%. to 6.55%'. due 2000-2037 30,000 15,185 18,815 72,420 

5.5%. due 2000-2039 1n0.000 87,205 9 1,370 99.660 

Scrics, 4.0% to 5.5%. due 2000-2040 60.000 57.460 58,660 59.785 
Col1iiter;ilized Bonds I999 First Series. 
4.3%, lo 6.25%). due 2001-2039 I I0.000 I 08.465 I IO.000 
Collateralizcd Bonds 2000 First Series, 
4.75% lo 6.45%>, due 2001 -2039 70.000 70.000 70,000 

To'r,\t, VtmtzhNs  IMOIWC;A(;E PKOC;K,\;\I RoNi)s  795,000 488,005 505.150 39 1.020 
(1,847) (2,008) (2.246) 

486,158 503.142 388,774 

5,755 

9370 

8.325 

4,890 

I,200 

4.675 

12.255 

6.5 I 0  

I7.000 

21.895 

I ,675 

5.080 

50,000 

20.745 

4 1.705 

I20.000 

180.000 

4,%5 5,090 

7.770 8,000 

7.240 7.415 

4.3 I0 4,405 

I .070 1,090 

4.235 4,310 

9,930 10,320 

6,245 6,335 

16,325 I 6,560 

23,235 2.3.470 

I ,65O 1.675 

5,015 5,080 

49.310 50.000 

20.745 

41,705 

. 

5,190 

8.220 

7.580 

4,495 

1,110 

4,380 

10,685 

6,425 

16,785 

23,690 

- 

l20.000 

1x0.000 
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ALASKA HOUSING FINANCE CORPORATION 
ri coiii~iuiieiir iiiiit oftlie Store of Aloskri 

NOTES TO COMBLUEO FINANCIAL STATEMENTS 

Original March 31, June 30, June 30, 
Amount 2001 2000 1999 . 

I997 Series A, 
4.15% to 6. I %. due 2000-2037 
1999 Series A, 

.4.25% to 6.05%, due 2ooi-2w 

-5.376 to h . m ,  due 2nnmn23 

General H O ~ I S ~ I I ~  Pirrpose Borrds: 
1992 Series A, 

1994 Series A. . 4.00% to 5.4%. due 3000-2023 
Goveririirent Purpose Boiids: 

1995 Series A, 

1997 Scrics A. Floating Rate. 

Store Capital Project Bonds 
1999 Series A. . 3.4% 10 5.0%. due 2oo0-200~ 
1999 Series B. 

-4.0% to 5.5%. due 2000-2nn5 
2001 Series A. 

.4.0% to 4.05%. due 2onn-2nm 
State Bidding Lease Borids . 1999 Series, . 4.25% to 5.8% due 2000-2017 
Tor,tL OTHER BOWS AND NOTIS 
Accreted interest 
Unamortized del'crrcd debt rcl'unding expensc 
Unamortized ~liscount/prcmitini 
NID' OTHEK BONDS ANI) NO 

Low Rent Program Notes: 
Low Rent Project Note, Second Series, 

Low Rent Pro.ject Note, Third Series, 

Low Rent Project Note. Fourth Series. 

Low Rent Project Note. Fifth Series, 

FFB Note-AK-1-32. 
I 1.898%. due 2013 

* FFB Note-AK-1-40. 

FFB Note-AK-1-903, 
11.861%. due I999 

Home Ownership Notes: . Mutual Help H U D  Note. 

Wrangell Project H U D  Note, 

-4.5% to 5 . ~ 7 5 % ~  due 2or10-20~0 

3.5 % at March 3l,2001. due 2027 

OTHER PHOGRAhlS: 

3.875%. due 2oo0-2006 

3.625%. due 2000-2007 

4.375%. 2oon-2oox 

6.0%. due 2000-201n 

14.993%. due 2016 

5.625%> to 8.000%. 

I .on&-3.no%, due 2007 
TOTAL OTHER PROCRAklS 

434,9 I I 

302,700 

2no.on11 

143.815 

335.000 

33,000 

92.365 

103.9~0 

74,535 

428.541 430.75 I 

302,700 302,700 

46. I00 49.590 

140.340 140,925 

322,910 3 2 5 . ~ 0  

33,000 33,000 

6s.890 74,905 

97.335 103.980 

74,535 103.9x0 

40.000 38,175 38,925 
2.273.386 1.756.296 1,643,566 I ,464.6X6 

2.801 2,217 I ,480 

432,871 

52,905 

14 1,485 

329,155 

33,000 

86,7 10 

(5,038) (6,235) (5,249) 
(2.995) (5,205) (4,076) 

I .75 1,064 1,634,333 1.456.811 

720 215 

4.410 1.380 

2.470 935 

I ,300 6x5 

1,191 813 

1,605 1,214 

83 8 

996 996 996 996 

1,141 662 679 702 
13.916 1.658 1.675 6.948 

$4,139.273 $2.941595 $2.699.419 $2.249.499 
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NOTES T<J CO~ll3lN[~l~ FINANCIAL S~:\Tmi:VI'S 

Sinking Fund Payments 
The iniiiiiiiuiii ;iiinual principal pnyiiicnls, including sinking-fund principll paylncnts, rclalcd to all ~nortgagc bonds 
and 11oIcs i n  the prcccding schcdulc for the five years suhsequent to Dcccrnhcr 31. 2000, ;1nd thcrcnlier, ilre as 
follows (in thousands): 

Year Ending 
blarcli 31, Amount 

200 I $58.955 
2002 69.880 
200.1 78,285 
2004 82,465 
2005 97,095 
Thcrcalicr 2,558,35(3 

S2.L)45,030 

Redemption Pror'. 'wions ' 

The tmnds and iiotcs arc pxcra l l y  suh.icct to certain c;irly-rcdempiioli provisions, both mandaiory and at ihc option 
of the Corporation. The Coiporalion rctlcciiis dchl. pursuant to the provisions of the rclntcd ;igrccmcnis which 
permit sul-plus rcvcnucs. resulting priiilarily from iii(iriga~c limi ])rcp;iymcnls. to he uscd to rclirc the ohligations a1 
par. The iiccclcriitetl ii~iiortiz.ii~ioii 01. related discouiits :ind cos1s of issuiincc resulting from these surplus rcve1111c 
rcdciiiptioiis is includcd i n  intcres~ csperisc and lin;incing costs. 

I n  ;iddition 10 surplus rc\'c~iuc redemptions, lhc Corporuliwi rcl-unds dcht pursuant to redemption provisions in the 
rcliitctl ;igrccmcnls. On Scptemhcr 28. lO99. ihc Corporation i . u ~ t l  S302.700.000 of General Mortgage Revenue 
Bonds, I999 Scrics A to refund ii t o l d  of ~300.000.0(10 outstiiiic g General Mortgage Rcvcnue Bonds. 1991 Series 
A and Series C. The net proceeds were used 10 rcdccm iill outstanding bonds of lhc G M R B  1991 Series A & C. A 
summary of rcdcmplions ;ind refundiii~ follows: 

Princinal Redeninlions 

March 31, June 30, June 30, Accounting Economic 
2001 2000 1999 Gaid(Loss1 '3 Cain/(I.oss)":~ 

Surplus Rcvcnuc Rctlciiiptions S26.365 S94.860 $ I  10.102 s- $- 
Refunding: 
General Mortrarc Rcvcnuc -- -- ~~ ~ 

Bonds-1991 Scrics A & C 300.000 (2.557) 1,234 
Total Rctlcniptions $76,365 $394.860 SI 10,102 S(2.557) $1.234 

* The accounling loss is iiicii~iirctl :is llic diffcreiicc bctwccn the rcacquisiiion price and the net carrying ii~i~oiint 01- 
the old debt including its cost of issuiincc. The loss  h:is heen (lclcrrcd and will hc :imortizcd over the remaining life 
of the old debt and included i n  interest cxpe~isc. 

"'"Thc ccoiioiiiic g:iin is ciilculiitetl a s  tlic dil'lcrcncc hetwecn the present v:iIuc of  tlic debt service r c q u i r c ~ ~ i c ~ i ~ s  of 
the ncw debt iiiitl ihc prcscnl viiluc of the deb1 service rcc~uircnic~its of the rclunded debt, discounicd iii the clTcctive 
iiiiercst r:iic ol6.048%. 

1)efeasecl IM)l 
Froin linic to time, the Cot1)oratioo cl 'lkts mi x l u m x d  rcfiindinf whew bonds arc issucd. the proceeds u l  which are 
used to dclciisc outsinnding dcht of lhc Corporation. The result is :in iii-subst;incc defcosnncc whcrcby the 
Corporation purch;ises securities which ;ire dcposilcd iiito ;in irrcvocahlc trust with iin escrow agent io provide all 
fulurc ileht service p;iymcnts on the refiindcd bonds. A summary 01. the defcased debt follows (in rhousands): 

M a r c h  31, June 30, June 30, 
5001 2000 1999 

General I-lousing Rcvcnuc Bonds, I992 
Series A S- s 120,980 s 12O,'l80 

$. F;120,'l80 $120,'l80 



S675 S675 S675 

?.I 10 2,155 2,195 
7.300 7.400 2.555 
S5. I45 C5,700 C5.425 

2001 2001) 1999 
s7s. I00 s I27.500 S 106.000 

(463) (SZO] (23s) 
S77.637 S 126.680 



Mnlurity m o u n t  
Less: Discounts 

M a r c h  31, . lunc 30, June 30, 
2001 2000 1999 

S I 1.969 SXX.298 S I 80,304 
(311 (80 I ) (2.127) 

S I 1.938 S87.497 $I 78.1 77 
~ 

15 U N U S E D  LETTERS OF CREDIT AND O T H E R  CREDIT ARRANGEMENTS 
For ccrtaiii bond issues, [lie Corp( i r~ i i i i i i  liiis cniercd into credit arrangements \villi viiriotts 1insnci;d insiittltioiis to 
provide funds necessary to satisfy dcht service o r  onpaid hond principal oblig.:itiuns. Varying ciniimitnicnt Sees arc 
rcqiiiretl. generally 'A to 'h of I $+ per iiiiiiuiii o f  l l ic ;iggregotc l i i ihi l i ty or  coii i i i i i t incnl i111i011111. 

Thc Corporation liiitl unosed letters of crcdi l  and sii i i i l i i i- credit enhanccmcnr ngrccmcnts i n  conneciion with niiiounls 
required (or dcht service or unpgid bond pi-incipal for certain hond issues :is follows ( i n  iliousands): 

M a r c h  31, June 30, June 30, 

Liquidity kici l i ly 
Bond iiisur;iiicc 

2001 2000 1999 
S -  S -  $304. I 10 

1,297,052 I p 2 . 5  I7 952.98 I 
s 1,297,052 S1,222.517 SI.257,091 

'Tlic Corponil ion iilso lias rccst:iblishcd i n  Augusi I099 ii S150.000,000 Credit Agreement lliiit is no1 rcl;wd to a 
spccilic hoiid issuc. At March 3 I, 200 I. iio draw downs hod been niiidc 1111 llic Credit Agrcciiicnt. 

Government Purpose Biinds. I995 Series A arc iiisiircd by surety bonds. The ;igrecmclit i~ i ico~id i t i i i i in l ly  and 
irrevociibly guar;intccs scheduled p;iymciits (if principal :iiitl iiitcrcsl on tlic bonds. 

Certain Icltci--of-credit ngreenients contain covciiiiiils rcsti-icting IIic ; imendmcn~ o f  terins and redemption of horids 
or notcs. and setting the niinii i iurn combined Sund equity of tlic Corporation and minirnum (lchl-service reserve-lund 
hal;lnccs. 

16 Y I E L D  RESTRICTION AND ARBITRAGE REBATE 
M o s t  nior1g;igcs purch;iscd wi l l i  tlic procccds of ~;is-esciiipt bonds i s ~ ~ i c t l  by 11ic Corporalion arc siil>,jcct 10 interest- 
rate yield rcstrictions of I. 125% LO 1.500% o ~ r  [lie yield ~ f t l i c  bonds. Tliesc resiric~ii i i is iirc iii clKcct over 11ic l i w s  
01' tlic honds. Mosl o f  Ihc non-morlgagc invcsimciiis ~iiiidc under l l ic Corpol.ali(iii's I;ia-csciiipl howl progrmis itre 
subject to rchalc provisions o r  rcslricictl :IS 10 yields. 'The rcbiitc provisioris require t l i i i l  ii ciilculiitioii he  licrf(ir~iicd 
every l ive ycxs  iiiitl L I ~ U I I  11111 rctircnicIii o f  ilic bonds to dctcriiiiiic tlic i i inoui i t .  i f  any. of csccss yield carncd and 
owed the Internal Revenue Service. Firllo\ving i s  a s u n i m r y  of csccss earnings rcciirdccl and paid ( in Ihnosonds): 

M a r c h  31, .lunc 30, June 30, 

Arbitrage Expense 
Arbiimgc Paid 

2OOI 2000 1999 
S 1.268 S(783) $5.530 

17 S T A T E  AUTHORIZATIONS AND COMMITMENTS 
The Corporalion uses i l s  iisscls to fiind ccrtiiiii housing ;ind non-housing cilpilid I)roiccis identified by tlic Stale. The 
;iggrcgntc aniouiit capcclcd lo be 1'iinded by 11ic Corpi)ration was exprcsscd by l l ic following 1;1ngu;1gc of Icgislaiive 
inleiit included iii tlic fiscal year I996 capirnl ;ipliinpi-istiori bill. c11;icrcd in 1995: 

"The Legislature inlciitls to ciisurc tlic prudcn~ manngcmcnt of [lie Alaska Housing Fin;incc Corporation i o  p r~ tcc t  
i ls esccllcnl dcht r:itiiig by ll ic niitioii's Iinaiici;il c m l n u n i t y  ant1 to prcser\'c i i s  valu;ihlc i~sscis of ilic Si(11c. To 
acconiplish i t s  :od, 11ic sum of witlidriiwals Sor transfer to llic general fund iiiitl for espentliiurc 011 corporiltc lundcd 
mpiial projects should nut ~ s c c c t l  tlic Corpiiwtion's net iiic111nc for tlic preceding fiscal ycnr." 

The pro.icc'Lcc1 iiiiioiinis stated iii tlic Icgislaiivc i i i ic i i t  I;~iiguagc wcrc hascd on the Corporaiion's linancial opcroiing 
pliiii iind represent the t ~ t a l  i i i i ioiinl  (11- nn~icip:iicd State transfers ;ind capit;il cnpcniliturcs riitlicr tliiiti projected "IICI 

income". 

A summm-y of State Aut1iorir;itions follo\\,s ( in  thousands): 

I? 



ALASKA HOUSING FINANCE CORPORATION 
I I  conlpor~et~t m i t  of fhe Strite of Alriskn 

NOTES TO COMHINED FINANCIAL STATEMEFTS 

March 31, zoo1 
Total State Disbursements To- Total Remaining 

FY 1995~: 
FY 1996'; 
FY 1997 
FY I998 
FY I999 
FY 2000'!' 
FY 200 1 i/i 
Total 

Authorizations Date Commitments 
$22,500 S2 1,675 $825 
128,033 124,554 3.479 
I00,448 94,397 6,051 
132,014 I19,200 12,814 
103,000 89,001 13,999 
I 0s. I 6s 72.729 32.439 
103,107 33,982 69, I25 

S694.270 S555.537 $138,733 

:!: with re-appropriations 

State Capital Projects Bonding 
The 1998 Legislature adopted legislation authorizing approximately S224 niillion in capital project honds of the 
Corporation to linancc prnjccts of  lhc Stntc and niunicipiilitics. The legislation slates the iiitention that thc sum o f  
withdrawals for repnyincnl of bonds, for transfer to the State's general fund. and for corporate funded capital 
projects should not exccetl the Corportition's net income for the preccdinx year. Tlic bond proceeds are allocated 10 
agencies and municipalities in the total amount of  approximarely S200 iiiillion and arc suhject to specific legislative 
appropriation which also was authori- ed. The Corporation views passage of this legisl;ition $is a continuation of thc 
plan of the legislature, stated in its leg slati\'c intent in 1995, to authorize $103 million annually to the year 2006. 

Transfers to the State of Alaska 
Since the inception of the Corporation, the State hiis contributed ii total of Sl,069.523,000 to the Corporation. 
Beginning in fiscal year 1986. the Corporation began a scrics of plms to trmsfcr funds 1 0  or on hehalf of the Sratc. 
Following is a summary oftlie dillcrcnt types of  transfers ( in  thousands): 

Cumulative Total 
March 31, June 30, June 30, Prior Fiscal Transfers to 

m i  2000 1999 Years State 
St:ite Debt Rep;iyment $- S -  S -  S29.800 $29,800 
Assct Purchases 252.300 252,300 
Dividends I14.300 I14.300 
Direct Cash Transfers I j.007 32.000 24.020 397,000 468.027 
Non-Housing Capital Projects 14,S20 29,767 57.589 4 1.701 143.880 
Slate Capibil Projcct Bond Fund 30. I I5 40.255 34,905 105,275 
Total $59.942 $102,022 $ I  16.514 S835.104 $1.1 13,582 
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. Housing Prcscrviilion Matching Grant 
Bering Sca Womcn's Group Reiiov;ition 
Senior Citizens Housing 
Supplcmcnlnl Housing 
Supportivc I-lousing Grant iMatch 

Eirerg? Progrms: . Alaska Building Scicncc Nctwirk . Municipality 01 Anchoragc 
Alaska Coiiimunily Dcvclopmcnt Ciirp 
Enhanced Wcathcrizatioii 
Rural Commuiiity Action Progrntn 
Tanana Chicl's Confercncc - Low-Income Wcatherimtion Assistnncc - Orhcrs 

Si~ciiinr 8 CL'r!ijicoic,s niirl V O I I C ~ P ~ . ~  

Oilier florrsiiig ilssisirr~~ce Pro~qrms: 
HOlME Program 
Housing Opportunities for Persons with AIDS - SAFAIH 
Shelter Plus Care Progrnni . Others 

Total Grant Expenses 
Geirerrrl ilccoirirr of ilrc Ri,idt,irrg. Firid: 

Vil1;ige S;il'c Walcr Grants Program-FY 99 Appro - Pioneer Momc Renovation 
University o f  Al;isk:i-FY 99 Appro. 
DlHSS Graiits - iMunicip~il Matching Grants-FY 99 Appro. 

* Others - FY 9X Lcgislativc Appropriations . FY 99 Legis1:itivc Appro~)rintioiis-Otlicrs . I'Y 00 Legislative Approprizltiori - FY 0 I Legislative Appropriatioii 
Totill Contributed Capital Grants 
Told Grants 

S- s -  S5 
733 46s I94 
40 I52 73 

I53  
I05 883 1.800 

5,864 5,454 3,957 
516 63 1 1.047 

7.258 7.5xx 7.229 

35 I07 161 
I18 I68 
34.; 560 

432 432 68 I 
6 5 0  I75 
I 80 3-15 

3.226 j.764 4.1 19 
I12 38 100 

3.805 5,632 6,308 
12,386 13,633 13.780 

2,776 4.467 3,147 
I60 225 426 

I79 I26 
5X I43 131 

570 304 52 
3.564 5.31s 3,882 

S27.013 $32, I 7  1 $3 I ,  199 

S5.400 r; 17,095 s 15,468 
I66 I .447 

622 1.158 8,IX2 
0 32 I 4 I 0 

6.5OX 6.259 4,738 
(701 260 360 

1.087 2.975 I 0 , l O  I 
266 1.435 16,883 
50 I 9s 
290 

s 14.820 $29,767 S57,5X9 
$41,833 $61338 $88,788 

In addition t o  gnint piyiiicnts iiiiidc, tlic Coi-por;ition has  ;idv;inccd gr;int funds (11 $8.59 1,096 iuitl conimittcd 10 third 
parties a s u m  o l $ l  1,388,759 i n  grant awards at March 31, 2001. 



19 OTHER PROGRAMS 
Othcs psograiiis include cncsfy cwiscrviition i i i id pohlic-liousing x t i v i t  ics liindcd lsoin ii conihiniilion of ctispwatc 
~rcccipts iintl cstci-nil1 sousees. 

1)eferred Esteriially Fundetl Progrmi Revenues 
Vclcsred cstcsnally fiindcd ~>riigs:iiii revcnitcs scprcscnt ciish scccivcd fsoiii external funding sourccs in x l ~ ' i i n c c  (if 

(lu;ilifying cq)cnditiiscs. R iiiics iirc sccogni~cd wheii qiiiilifj,inf expenditures in the scspcctivc psogriiiiis :ISC 

incussed. These deferred r niics tiit;ilcd $0. $0 iiiitl $ I .(I1 7.000 ;it iLIi~scIi 3 I. 200 I, June 30. 2000 iintl 1999 
~rcspccti\~cIy. iintl iise included in iiccrucd cspcnscs i i n d  i111ic1- Iiiihilitics. 

Energy Conservation Programs 
The Petsolcum Violation Esci Progrim (PVEI includes the iicti~ities fktndcd l s o n i  the State o l  Al i iski 's share of 
';cttIcnicnt proceetls seccivcd sesiilt of  \w ious l a w s i ~ i t s  bctwccn tlic fcdcl-;il govcsnnicnt iiiitl oil psoduccss. The 
Corporuion holds these funds i n  triist. to Lie i isctl for qiiiilifyin: cnci-gy conscrviitioii i ictivit ics undcr the U.S. 
Departnient of Encsgy's ovcssiglit. 

Cash-basis PVE trust-uccou~it x t i v i t y  follows (in thousands): 

blarch 31, June 30, .rune 30, 
2001 2000 1999 

Bcginning iiccounl huliincc SI.SS1 s . 4  I7 $4,7XR 
Receipts fsoin U.S. Dcp;irlnicnt <if Encsgy I00 77 98 
Intcscst ciisncd S I  I63 254 
Program expenses Ixiid (2561 (I ,776) (1.71s) 
Ending 11cc(11111t hiiliiiicc s I .SO6 sI.ssI $3,417 
Amount tluc to Corporation fbs iinrcimburscd 
program cspenscs S I X  $125 $313 

The  Corporation ~ x i y s  cxIicnscs inci~rscd by viisioi~s Ipso;ranis l'undcd by the PVE. A1low;ihlc psogl-;lni cxpciiscs 
incurred follow ( i n  thousands): 

March 31, June 30, dune 30, 
PVE Settlenieiit Name 2001 2000 1999 

Stripper $?30 $1,588 5 1.630 

The Supplcment;il I-lousing and Scnios tlii i ising Pscigr:inis :isc fiindcd cnliscly by ccii-piiratc funds. 

The wcathcsizitioii pri~gsntns includc the Sollowin; progmnis and iisc fundcd hy  ii cornhination of DOE grants. PVE 
runtls, illltl c0rpor;itc Sunds: 

Low-Income Wc;ithcrizntion Psogmm 
Rcsidcn~i;il Encsgy Rehab Psiigsani (Enh;inced Wc.;itlicsizatioiil 

Othei- cncrgy psogsatiis include the k>l lowing ~~sogsa~iis i ind  iise lunded hy  ii combination ill. DOE gs;ints. PVE funds. 
I-11-1s gKllils, illlll cos~>ol'atc Funds: 

S t a ~ e  Energy Conscr\.;ition P~ igs i in i  

. h4cntil~ !-lc;llth 

Adult Educiition 

Low-lnciiiiic I H ~ ~ ~ i i e  Encsgy Assistiincc Pi-~igsiirii (LII-IEAPI 
Weii~licsizotion Assistance fiir 1.ow-Inconic Pcrsons ( AKWasm Enh;iiiccrncntl 

A l x k a  Native IHci~ltl i  Boiisd Gsant 
Assuciiilion 01 AI;iskii Hoiisin: Aulhositics Cisant 

Tlic following projects iirc 11s 1h;ivc l iccii fiindcd within the Pctsolculii Violation 

L o ~ ~ * - l n c o ~ i i e  \ V c ~ i t I i c s i m t i ~ ~ i i  Enhancciiiciit . Encsgy I?;1tcd l lomcs of AliISkil 
Bosincss Energy Assistancc 

I S  
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ALASKA HOUSING FINANCE COIlPORATiON 
fi c o ~ i i p o ~ i o ~ l  i i i i i l  oflhe Slate of Akiskrr 

NOTES TO COMI3INED FINANCIAL STATEMENTS 

Family Investment Center Grant 
9 Special Needs Assistance 

Supportive Housing Technical Assistance 

Family Self Sufficiency Program (FSS) 

Service Coordinator for Public Housing Agencies Grant 

20 PENSION PLAN 
h 31, 2001, all regular employees of the Corporntion who work more than fifteen hours per week 

participate in the Alaska Public Employees' Retirement System (PERS). PERS is ;in agent iiiultiplc-employer, 
stntcwidc defined henelit plan. administered hy tlic St;itc of Alnska. A publicly av:iilahlc fin;incial report that 
includes linancial stiiteiiicnts and required supplementary information is issued annually hy PERS. That report may 
he obtained hy writing to State of Alashe, Department of Administration. Division of Retircmcnt rind Benefits, P.O. 
Box I10203, Juneau, Alaska 9981 1-0202. 

Plan Description 
Employees hired prior to July I ,  19x6 with live or more years of credited service arc entitled to iinnuiil pension 
henelits hcginning at normal retirement age 55 or  cwly retirement age 50. For cinployces hired after June 30, 19x6, 
the normal and early retirement ages arc 60 :ind 55, respectively. The normal pension henelit is equal to 2%. of tlic 
member's three-year highest average monthly compensation fbr  the lirst ten years of service, for rhc second 
ten years (11 service m d  2%% for all remaining years of service. All service earned prior to July I .  1986 will he 
calculated using the 2%; multiplier. Employees with 30 or Iiiorc years of credited service may retire a t  ;my age and 
receive ii normill hcnclit. The system also provides death and disehility hcnclits :ind miijvr incdical hcnclits. 

Funding Policy 
Under State law. covered employees arc rcquired to contribute 6%% (11. rheir annual covered salary iintl the 
Corporatioii is required to contribute an  actuarially determined rate; tlic current rate is 7 . 4 %  of annual covcred 
payroll. 

Annual Pension Cost 
The Corporation's iiiiiiiiiil pension and postrctircmcnt liciiltli c0st s h o w n  hclow was eqii:iI to the required and ;ictiial 
contribution. The actuarial required contribution was compotcd in part of  xi iictiiilriiil viiluiitinn as of June 30. 1999. 
Significant actuariiil assumptions usod i n  the vii luii t ion include: (a) a rate of return on the investment of present and 

ets of 8.25%' pcr year conipoi~iiiIecI ;innually u i d  (h)  prnjcctcd s a l x y  increxscs of S.5% a year for the lirst 
live years ofernployriicnt aid 4.5% per year thcrciiftcr. with distinction i i i i i t le hctwecn iiiiinuiits for inllation (4.0%), 
iiicrit (1.0%). and prnductivity (0.5% ). The contribution rate fk normal cost is dctcrmincd using tlic projcotcd tinil 
credit :ictuiiri:iI funding method. The cscess of assets over the tictiiiiriiil accrued liability is amortized nvcr ii rolling 
25 yczirs. The percumgo of pay method is used Sur ii~iiorti%iition purposes. 

Three-Year Trend inforniation for PERS 
Annual pension and 

postretirenient health Percentage of APC Net pension 
Year ended cost (APC) contributed obligation 
June 30, 2000 sx30,000 IOO.OO% 
June 30, 1999 I ,o I0,OOO I 00.00% 
June 30, 1998 702,000 100.00%~ 
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Required Supplementary Information--Scliedule of Funding Progress for PICKS (in thousands) 
Excess as a Actuarial Actuarial Excess of 

value of accrued AsseLs Covered percentage of 
Actuarial assets liability (AAL) over AAL I'untletl ratio payroll Covered payroll 

valuation date (a) (1)) (a)-(b) (a)l(b) (c )  ( (a) - (b)) l (c)  

June 30. I999 30.462 I9.IJ6O I I.402 160% 12,789 89% 
June 30, 19% 28,986 26,335 2,65 I I 10%) 12,329 22%) 
June 30. I997 27.323 23.4 I3 3.910 117% 11.92s 33% 

Poslrcrireirient 
Iicalth 

Pension: 

June 30. I999 12,349 7,727 4,622 160%) 12,789 36%, 
June 30, I998 10,763 9,779 984 I 10%. 12,329 S 70 
June 30. 1997 l0.184 8,726 1.458 117%; I 1,928 12% 

21 FAIR VALUE OF FINANCIAL INSTRUMENTS 
The fair viiluc ol' (lie Corporation's linancial iiistruinents iirc cstiniiiicd a s  l i i l l o w s  (in thotisands): 

klarch 31,2001 
Estimated Fair 

Carrying Aniount V:llIu! 
Firmrrcial Assets: 
Cash iind short-term inwsln icnts  S I 393.798 S I.593.798 
Mortgage Ioiiiis. mor[~;igc-hlic~cd sccurilics. and 
mobile lionic Ioiins, ncl 3,041.389 2,839,593 
Notes Recciv:ihlc 3 I ,080 3 I ,os9 
Accrucd inlcrcsl receivable 31,714 31,714 
Ncl Inveslmcnt i n  dircct liniincinz Icasc 39.150 39. I50 
Other ~ s s c t s  

Financial Liabilities: 
Bonds and notes, net 01-discounts 
Coinniercial paper and sccuritics sold undcr 
agreements to repurchnrc 
Accrucd intcrcst payzihlc 
Accrucd expenses iiiid other liabilities 

6.902 6.5l02 
$4,744,042 $4,542,246 

$2,941,595 $2,746,420 

89,575 x9.575 
56.11s 56.1 I8 
d 1177 d 1171 . , .. . . . . . , ,, . . . . 

s3.09 1.32 I S2,896,I46 

Contractual Estiniated Fair 
Off Balance Sheet Financial Instruments Amount Value 

A.sse1s: 
Loan Coinmitmen[s S77,276 S386 
Liabililies: 
Letters 01 crcdiL and otlicr credit ;irrangcmcnts 1,297,052 1,946 



June 30. 2000 
Estimated F a i r  

C a r r y i n g  Aniount Value 
Firinaciul A.sser.s: 
C a s h  iintl s h w - t c r n i  invcstiiiciits s I .704.767 S 1.794.762 
Miis~gagc l imns.  ~ i i ~ i s ~ g ~ ~ ~ e - h a c ~ c ~ l  securities. iiiitl 

niohilc hoiiic Ioiiiis. i ic i  Z.67S.8SI 2.4 I 5.879 
N ~ t c s  Rccci\,ahlc 32.124 .32. I24 
Accriicd interest rcccivahlc 25, I SO 25. I so 
Net Invcstiiicnt iii iliscct liii;incing 1c:isc 40.528 40.518 
Othes i1sscts 0.ROO 9,soo 

$4.3 18,273 

Firrnrrcinl Liabilities: 
Bonds ant1 notes. net of d i s c n ~ i ~ i ~ s  S2.699.419 S2.434.401 
Coilirnercial p:ipcr and securities sold ~lndcr  
agreements to scpurch~~sc 214.177 214,177 
Accrued interest piiyahlc 15.376 15,376 
Accroctl C S I I C I I S ~ S  :ind olhcr l iah 3.08 I 3.9s I 

$4.58 1.275 

S2,932.')53 S2.667,935 

Contractual  Estimated F a i r  
OW finlance Sheet Financial Instruments Aniount Value 

A.sseis: 
Loan Coinmitincnrs S 105,500 $396 

Lc~lcl-s o f  cscdit mil othcr cscdit xrangcii icnts 1.222.517 1,834 

June 30. I999 
Estiniated F a i r  ~ ~~~~ 

C a r r y i n g  Amount Value 
Firmrrcial ilssels: 
Cash i i i i c l  shorl-tcsiii iii\lcstnicIiIs sI.829.590 s 1,829,599 

mohilc home Inms. n e ~  2.3 I9.098 2,139,349 

Accrucd inlcrcsl scccivohle 24.302 24,302 
Net Invcstmcnt i n  direct linancing 1c:isc 30,5 I9 39.5 I 9  

Mortgagc Ioiiiis. ~iior~g;igc-b;ici;cd securities, and 

Notes Rcceiv:ihlc 32.914 32,914 

8,138 S.238 
S4.253.670 s4.073.02 I 

Firrnrr c i d  Liabililies: 
Bonds nnd notes, net o l t l i s c ~ u ~ i t s  32,249,490 s2.075.144 
Comincscial papcs and securities s ~ l t l  1iiidcr 

agsccnlcllls 111 rcpurch:lsc ZR3.939 283.939 
A C C I . L I ~ C ~  inlei-csl p;iyihIc lZ.114 12,124 

s2.553.1 I7 S1,378.862 
Accrued cspcnscs :inti 011ic1- liahilitics 7.055 7,655 

Contractual  ISstinratecl F a i r  
011' Dal;ince Sheet Financial Instruments Amount V'llue 

Assets: 

Liiihilitics: 
L<ran Coiniiiitiiicnls s I I I.446 SJIX 

Letters o l  csctlit i i i id othcs credit assmgc~iicnts 1.257,0')1 1,886 

I 9  



(21.54Xl (1.225) (24,773) 
4.2s I 4.28I 
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This is a quarterly publication of the Alaska Housing Finance Corporation. For 
comments please contact the Alaska Housing Finance Corporation's Accounting 
Department: 

Mailing: PO Box 101020 
Anchorage, AK 99510-1020 

Fax Number: (907) 338-3618 



iitteRToouche LLP 
.e 1500 

SSOWest 7th Avenue 
Anchorage,Alaika 99501 

Tel:f907) 272 8462 
Fax:f907) 264 3181 
wrvw.us.deloirte.com 

INDEPENDENT AUDITORS’ REPORT 

The Board of Directors 
Alaska Housing Finance Corporation 
Anchorage, Alaska 

Deloitte 
&Touche 

We have audited the accompanying combined balance sheets of Alaska Housing Finance 
Corporation as of June 30, 2000 and 1999, and the related combined statements of revenues and 
expenses, cash flows, and changes in equity for the years then ended. These financial statements 
-*e the responsibility of Alaska Housing Finance Corporation’s management. Our responsibility 

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

In our opinion, such combined financial statements present fairly, in all material respects, the 
financial position of Alaska Housing Finance Corporation as of June 30,2000 and 1999, and the 
results of its operations and its cash flows for the years then ended in conformity with accounting 
principles generally accepted in the United States of America. 

.o express an opinion on these financial statements based on our audits. 

September 15,2000 



.FUNIS 30 
ASSETS 2000 1999 
C'ISll S8.520 S IO.859 
Investments 1,786.2-12 I .8 I8.740 
Mortg;yc loans i i n d  ~iiortgiige-h;ic~cd 

seciirities. net 2,672,732 2.3 10,468 
Mobi le  limiie loans, net 6,149 8,630 
Notes receivahle 32.1 24 32,914 
Accrued interest receiv;iblc 25, I80 24,302 
Net invcstnieiit in direct financing lease 40,528 39.5 I9 
Un;imortizcd hond issuance costs 25,097 2 1,437 
Due froiii ollier funds 06.982 70,653 
Real estate and mobile l i i i i i ies owned 652 222 
Property and equipment at cost, net 90,264 103,594 
Other iissets 23.335 19,615 

$4.807.805 $4.460.053 

LIABILITIES AND F U N D  EQUITY 
Liabilities: 
Bonds and notcs, net of discounts S2.699.41 9 S2.249.499 
Commerci;il paper 126.680 105.762 
Securities sold under agreements to 

repiirchiise 87,497 178. I77 
Accrued interest payable 15,376 12,124 
Due to other funds 96982 70,653 
Accrued expenses and other liabilities 29,406 56,703 
Total liabilities 3.oss.m 2,672.9 I 8  
Commitments and Contingencies 

(Notes I I ,  12. 14. 17. 18, 23) 

Fuiid equity: 
Conti-ibuted capitid 500,586 6 18.068 
Retained earnings 1-25 1,769 I, I69,'167 

Total fiiiid eqiiit)? 1,752,355 I,788,035 
$4,807,805 $4,460,953 

See i,rcn,aiprirr?i,r,~ ~rolcs  10 ~ o r r r b b i ~ ~ . ~ I ] L a , ~ i ~ i ~ i l  s i o ~ ~ w i w i ~ s .  



REVENUES 2000 1999 
Iirlerest and Itri~es/nictit Incorrie: 

Miirtg:iges and 1o:ins 
Invesments 

Net change in tlic fiiir viilue of investnicnts 
Insured reiil estate owned 

Rental and leiisc inconic 
Other i n c ~ i i i e  
Externally filllded ,lrosrillll rcYeIlLles 

S 180.656 
I I 1,936 

(3,562) 
65 

289,095 
7.003 
1.097 

34.09 I 

5 164,034 
113.144 
(5,298) 

I47 
272,027 

6.805 
2,358 

32.285 . -  
TOTAL REVENUES 33 12x6 313J7i 

EXI~ENSES 
Inlcrc\t 159.672 138.165 
Mortgage service fees 9,844 8,723 
Operiitiwis and adminisu;itioii 30,282 28.35 I 
Trustee lees. insiifiince ;ind linancing costs 3,732 10.047 
Provision for Ioiin losses 8,017 7,179 
Write down and expenses associ;ited with 

reiil cstiite and riiohile Iioiiies owned 93 I96 

Rent;il housing operating expenses 9,954 9.765 
Grzinls xnd suhsidics 32.171 31.199 

TOI'AL EXPENSES 293,765 233,625 

of accounting change 77,521 79.850 
Net income before cumulative eflect 

Cumtilarive effccr of accounting change 
(Note 2 2 )  4.28 I 

NET INCOME $81,802 $79,850 



~PER~\YIG<; hCTIVII‘IIS 2000 1999 
Net inconic hefore ciiniiiliitive effect of 
accounting chiingc $77.52 I $79,850 
Kerrrovul of ~ r o r r - ~ ~ ~ ~ e r ~ ~ ~ i r i g  activiry: 

Iiivcstiiiciit interest inconic 
Net chiinre in hi!- \,iiluc of invesl i i ienls 

Interest on honds and other debt 
Net upemring iricorrre 

Adjrrstiiieiits to recorrcile rrer operuiirrg iricorne 
in net cnslr rrsed by o~rerfilisg ucfivities: 

Depreciation expense 

Net :itnortizitinn of  discounts itnil hontl issuiiiice 

Acqi i is i t io i i  of loans and notes rcceiv;ihlc 

Lcxin princip:il rcp;iynicnts and reduciion i n  reid 

Incrc;i>c i n  niortgge xnd notes intcrest 

Increiise (decre;ise) in otlicr l i i ihi l i t ics ;ind assets 

costs 

estate and niobi le Iioii ies wvi iet l  

rcceivnhle 

( 107.2 14) (107,584) 
3,562 5.297 

I57214 135.185 
I3 I .os3 I 12.748 

5,684 4,689 

3.SOI 3.792 
(63 1.628) (65(1,9 17) 

265.520 406,262 

( l . lh31 ( I.441) 
(30,003) 17,660 

Increase in iillowiince for Ioilii 1osscs. net of 
charge Off\ 7.6s I 3,241 

Net cspcnses for (recovery olj rciil cstiite iiiitl 
liiohile l ionies owned 

IXcceipt of federal rent suhsidics I3374 13,917 

NET CASH USED BY OI’IRATING 

P;iyinent of federal rent suhsidics ( I  3.897) ( I  3.9101 

ACTIVITIES (250,!!56) (103,0115) 

NONC,MTAI, FINANCING AC1‘Im”iEs 
Net proceeds from issuiince of coiiiiiierciiil 

paper iintl scciiritics sold wider ‘I g...  ILC I I lC I l tS  1(1 

repurchase 

iiiitl securities sold under agrcciiicnts tci 
Net principiil rctirciiicnt o f  coninicrciiil [paper 

rc~ilIrchilse 

1.574.928 I, 159,994 

Interest ptiynients on coiiiiiierciiil p;ipcr arid 
securities s o l d  undcr n y x r i i e n t s  ti1 repurchxe (14.609) (IO.662) 

Net proceeds frroiii sale o f  mortg:ige hands xs I .ox2 95.520 
Bond issuiince COSIS Iiiiid (6.575) ( I  .060) 
f’rincipal p;tyiiicnt CIII iniortga~e honds (42S.315) ( I  36.765) 
Interest p;iymcnts on moi-tgage bonds (137.651 1 ( 127,6201 
Contributed cnpit;il repaid to State 01 . A I x k i  ( I  02.(122) ( I  16.5 14) 

NET CASH 1’KOVII)ED (USED) IIY 
NONCAI’ITAI. FINANCING ACTIVITIES 122,185 (217.0251 



YEAKS EUDED 

CAPITAL ~ I N A S C l U G  ACTIVITIES 2000 1999 
Capital asset purchiises (11,621) (9.8 16) 
Disposal of capitd ;issets 1.077 
Dircct financing leiise payments 
Principal p;iyments on capital bonds and notes (23) (41 I )  
Interest poynicnts on capital bonds and notcs ( 5 )  (300) 
Contributed capitd - feder;illy funded 2,846 3.244 

FINANCING ACTIVITIES (7,803) (6,206) 

I .ooo 

NET CASH USED IIY CAPITAL 

INVESTING ACTIVITIES 
Purc1i;ises of investiiieiits (8.874566) (7,772,380) 

Interest received from investments I05,307 104,062 

ACTIVITIES 134.235 31x.012 

M;iturities of investments 83l13,404 7386,330 

NET CASH PROVIDED BY INVESTING 

Decrcxse in cash 
Cash at  beginning 01 year 
CASH AT END OF I’ERIOD 

(2.339) (8.224) 
I0,859 I9.083 

$8.520 $10.859 

Noricaslz 111 veslirzg, Capital and Financing Activities 
The Corporation had iioncasli activities as follows (in thousands): 

Activity June 30, 2000 June 30, 1999 
Interfund asset transfers 
Amortizition of Investtnent in 

Direct Financing Lease 

s340,3 I3 S53. I95 

1,095 2,085 

Removal of capitnlizcd soft costs 23.548 

HUD debt reclassitied 5.242 



ALASKA HOUSING FINANCE CORPORATION 
II U J I I I ~ ~ J I I ~ I I I  tiitif o f f h e  Srofe o f A / u k i  

EXIIIUIT D 
CO\lUlNED STATEhlENTS OF CHANGES IN EQUITY 

(111 llll~,,,I,,l<l*) 

State Capital Federal Capital Retained 
Total Equity Contributions Contributions Earnings 

Balance, July 1, 1998 $1,821,455 $636,702 $94,636 $1,090,117 
HUD debt payments 389 389 
HUD modernization & development 2,855 2,855 
Returned to State of Alaska ( I  16.514) ( I  16,514) 

Net income 79,850 79,850 
Balance, June 30,1999 1,788,035 520,188 97,880 1,169,967 
HUD debt reclmsified 5,242 5.242 
H U D  modernization & divelopment 2.846 2,846 

Removd of capitalized soft costs (23.548) (23,548) 
Returned to State of Alaska (102.022) ( 102.022) 
Net inconie 8 1.802 8 1.802 
Balance, June 30,2000 $1.752.355 $418.166 $82.420 $1.251.769 
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ALASKA HOUSING FINANCE CORPORATION 
rr co:nponerrr rurir o f r l ie  Srrrre ofAloskn 

NOTES TO COhlBlNED FINANCIAL STATEMENTS 

YEARS ENDED JUNE 30,2000 AND 1999 

1 AUTHORIZING LEGISLATION AND FUNDS 
The Alask;~ Nousing Finance Cnrporation (Corporation), ii public corpor;ition and goverriment instrument;~lity of the 
Slate oIA1;isk;i. wiis created i n  1971, and modilicd in 1992, hy iicts of the Sultc of Alaska Legislaum (Legislnture) lo 
iissist in the fin;incing. dcvelopment iintl siile of dwelling units. operate the Skate's public housing. ciflkr various honie 
Ioiin progr;ims emphasizing housing for low- iind moderate-income and m i l l  residents, und administer energy efliciency 
:ind we;itlierization programs within Al;isks. 

Generally, the Corpomtion acconiplishes its mortgage-rclatcd nhjectives by I'unctioning as a secondary markct Inr 
qualified rc:il estiite and mobile home loans originated by liniinciiil institutions. The Corporation is authorized, as 
;ipprovcd by the Lcgisl;iture. to issue its own bonds, bond mticipation notes iind nther ob1ig:itions in sucli principal 
iiiiioun"i :is, i n  tlie opinion ofthe Corporation, will he necessary to provide suflicient funds for cmying 0111 its purpose. 
Ccrtain honds issued t n  finance residences for qwlified veterans are unconditionally guaranteed by tlie State of Alaskn. 
No other obligations constitute ti deht of [lie State. 

The non-mongagc relmcd progrms of the Corporalion arc I'unded through various grant ;ind program agreements with 
[ l ie feder;il go\crnnient's dep;irtmenls of Housing and Urh;in Dcvelopmcnt (HUD), Energy (DOE), and I-fealtli iind 
tluiii;in Services (l-I!-lS). iis well iis c;ipital and operating subsidies from t l ie Corporation's own funds. 

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
Fund Accounting 
T h e  finiinciiil iictivitics of the Corporation. which are restricted by the Corpor;ition's hond resolutions, requirenlents 
from the Legislature. 1-IUD, DOE. and tItlS program agreeinents, ;ire recorded in wrinus specid piirpose funds ;ind 
iiccounts iis spcci fied in such insIrunicnts or necessitated by nppropri:ition rcquirenicnts. I n  gencrtil, finiinciiil iictivities 
iintl resulting ;~ccnunt balances which itre nut so restricted iirc recorded in tlic General Account of i l ie  Rewlving Fund. 
Tlic Corporalion's fu i ids iirc considered to he propriekiry I'unds for liniiiiciiil reporting pwpnscs with re\'enues 
recognized when ciirned iintl espeiises when incurred. As pcrniitted hy the Governnii.nt;il Accounting Standards Boiird's 
(GASB) Statement Nunibers 20 iiiid 29, the Cnrporation ;ipplics ill1 statements and intcrpre1;itions of tlie Financial 
Accounting Standoids t h i r d  (FASB) t lu l  apply to fnr-profit entities iind which do not conflict with GASB 
pronoo~iceiiie~its. 

Use of Estimates 
The prepx;ikioii of financial stiitcnieiits i n  confnrniity with generolly nccepted accounting principles requires 
n,anagemcnt to nlahe estiniiltcs xnd assumptions t h ~ t  affect tlic reported :iniounts of ;issets and liiibilitics and disclosures 
of conlingcnl :issets and liiihiliries iit the d;ie of the finiinciiil stiitciiients x id  the reported amounts of re\enucs and 
cxpenditurcs doring ihc reportin2 period. Actual rcsiilts could difler from those cstimiites. 

Unrestricted Activities 
The General Account of tlie I?cvolving Fund consists enlirely of tlie Corporation's unrestricted iissels. liabilities, equity 
and results of operations. 

Investments 
All invcstnients arc stated at fair v;ilue. The Corporation does not participate in ;my external investment pools. . . 



ALASKA HotisiNG FINANCE CORPORATION 
(I ~ ~ ~ I I I ~ I ~ I I X ~ I I I  ~ r ~ r i r  if ' lhe Srtrre i$'Alti.sko 

NOTES TO COllUINED Fi%\NCl.AL STATEVESTS 

SFAS 133 
111 June I W S ,  tl ie Financi;il Accounting St;ind;iril Bo;ird (FASBI issued St;itciiient of Fiii i i i ici i i l  Accounting St;ind;irds 

Accounting for  Derivative Instrumcnrs and Hedging Activities. wliicli i s  effcctivc fkr all  fisc;il years 
uiie 15, 2000. SFAS 133 esrablislies ;~ccounting x i d  reporting st;indmls for tleriviitive instruiiicnts, 

including ceitiiiii deriviitive instruments embedded in other co1i1r;1cls iind fix Iiedging iicli\'itics. Under SFAS 133. certain 
coiit l i icls tlliit  were 11ot formerly considered deriwtives imly now imeet ll1c definition of a derivative. Tlic Coi-poration 
iiiteiitls to :idopt SFAS I33 effective July I, ?OOO. M;inngement does not expect tlie adoption of SFAS I33 to have ii 
signilicant iiiipiict on the 1in;iiiciaI position or results of  operations of the Corpor;ition bec;iuse [lie Corporation does not 
I i i iw significnnt derivative activity. 

Loans 
Mortg;igc Ioiins tire c m i c d  ;it tlicir unpnid principal b;il;inces net 111 :iIIow:incc for estimated l m n  losses. Under previous 
agreements. the Corporation cxchiiiigcd mortgages for  mortgage-hacked seciirities ( M R S s )  with Federal National 
Mortgage Association (FNiMA), and Feden11 I-lome Loan Mortgage Corporation (FHLMC) iiiitl issued 1iiortga:e 
certificiites gunranteed by tlie Government Nationill Mor~g:igc Associ;ition (GNMA). M B S s  received i n  exch;inge for 
mortf"ges iiiitl those issued hy tlie Corporation under its M B S  program are carried ;it the iinp;iid princip;il h;ilonce of 
the tinderlying mortg;ige Ioiins. net 01' reliited iillowiiiices. 

Ke:il I<stnte and Mobile Honies Owned 
Re;il estiite and mobile lioiiies owned consist princip;illy of prupertics iicqiiired throiigh foreclosure or repossession and 
are carried iit the lower of cost or estimated net rcaliz;ihle value. 

Accrued Interest 1leceiv;ible on 120ans and Properties 
I n ~ e r c s l  is :iccrued bnscd upon the principnl :iiiiouiil outstiinding. Accrwl 01. interest income is discontinued (in loiiiis 

when, in  the opinion of manageiiient. coIIectioii of such interest hecoiiics doubtful. Wlicn payment of interest is provided 
Sor pursuant to the t e r m  of loan insuriince or guarmtees. iiccruiil of interest 011 delinquent loi i i is and reill estite owned 
i s  continued. 

Allowances for Estimated Loan I.osses 
The Corporation provides for possible losses on loiins anticip;ired to he foreclosed upon. A potential loss i s  recorded 
when the [net re;iliz:ihle wlue. or fxir v;ilue. of the reliited c ~ l l i i t e n i l  o r  security interest i s  estimated to he less thim the 
Corponition's in\,estnient in the property less anticip;ited recoveries from pi-ivtite m0rtg;igc iiiswiince. pi-ivnte credit 
insurance. and various other loan guarantees. In providing for losses, through :I charge to opel-;itions. consideration is 
given to the costs of holdin: red eskite, including interest costs. The loai portfolio, property l i dd ing  periods :ind 
property holding costs tire reviewed periodically. While m:in;igement uses the hcst inforn1;ition avnilahlc to make 
eval~~iitions, futurc adjustments to the iillowiinccs may he necessary it- there itre significant ch;ingcs in economic 
conditions or property disposal programs. 

Amortization and Depreciation 
Discount and issuiince expenses on dcht :ire deferred and i i i i i o r t i ~ed  using tlie interest method over the life of the related 
bond issue, ranging from 30 to 40 yenrs. 

Depreciation and ;nnortizntion of buildings. equipment. leasehold improvements and intangible iissets are computed on 
;I str;iight-line b;isis over the estimated usetiil lives of the related iissets. Estimated useful lives rmge from 3 10 25 year. 
The cipitalization tloor was changed from S I.000 L o  S S . 0 0 0  effective July I .  1999. 
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ALASKA t lot is ix FISASCE CORPORATION 
0 ronf(>olrelrr f l l l i l  of Ill(, SI‘rre ~ , J i i / ( 7 . ~ k O  

NOTES TO COWHNED FINANCIAL STATEMENTS 

Bonds and Notes 
The Corpor;ition issites honds and notes to provide capital for its mortgage progranis, and other uses consistent with its 
mission. The hmds and notes arc recorded at cmt p lus  ziccreted interest ;ind premionis. less discounts and deferred dcht 
refunding expenses. Discounts and prcniiunis iire anionized using the effective interest method. Deferred debt refunding 
expenses iirc ;iniortized over the shorter of the remaining life of the old debt, or tlie reriiaining life of the new debt. 

Inconie l‘ases 
The Corporation is enenipt froni federd and state income taxes 

Kecl;issificalions 
Certain prior-year hzllmces have been reclassified to conform to  the current-ye;ir presentiition. 

3 CASH 
Cash consists (if demand deposits, tiiiie deposits and on-invested trust account bslimces. A summary of tlie Corpor;ition’s 
cash follows ( i n  thousiinds): 

June 30, June 3 0 ,  
2000 I999 

Restricted $2, I O X  $6,015 

Unrestricted 6.4 I2 4.844 
Carrying ;iinount S8.520 S10.859 
Rank balance $9.443 S I l , m ?  

4 INVESTMENTS 
Cuslot1i;rl Credit Risk 
The Corporation iissunies levels of custodi;d credit risk for its cxsh. deposits with finmcial institiitions, kink investment 
iigrccnicnts and invcstiiienls. C x h  and bank investiiient ;igrccments are categorized as: I ) insured by feder:il depository 
insuriince or collatcl.alized by securities held by third panics in tlic Corporation’s name: 2) un-invesied in trust iind other 
iicco~ints collateralized witli securities held by bank trust departments, hut not in the Corporation’s name; and 3) 
uninsured and un-coll;iteralized. Investinenis are categorized ;is: I )  insLiret1, registered. or held by tlie Corporation or its 
agent i n  the Corporarion’s rime; 2)  uninsured and unregistcred, held by the counter party’s trust department or agent 
in the Corporation’s n;imc: and 3) uninsured nnd unregistered investments that are held by ii counter party. or by its trust 
depiinnient or agent, but not i n  tlie Corporaiion‘s nme. 

3 



ALASKA HOUSING FINANCE CORPORATION 
(I coti i~~onerr~ rrrrir of/lie Slrrfe r$Alrrsko 

NOES TO COMBINED FINANCIAL STATEMENTS 

The bank balance of the Corporation's cash. bank investment agreements, and investnients is categorized helow (in 
thousands): 

Category Category Category June 30, June 3 0 .  
1 2 3 2000 I990 

Cash $9.443 $9.443 $11.982 

Category Category Category June 30. June 30, 
I 2 3 2000 I990 

Bank investriienl 
;igreements S- $171.393 S I  17,474 $288,867 S330.168 
US.  Treasury 
securities 58,202 22,206 80.408 106.0 I7  
Securities of U.S. 
Government ;Igencies 
:ind Corpor;itions 287, I77 60,029 347,206 225,601 
Asset-kicked seciirities 73.134 22,523 95,657 124. I3 I 
Certificates of Deposit 15.1 10 15.1 10 27.3 I 0  
Commerci;il paper & 
medium term notes 197.10.5 213,283 410,388 429,325 
Subtotal 615,618 333,151 948.769 9 12,384 

Investment ;igreements 350,886 354,294 

repurchxe :igcements 87,497 17X.840 
Money m r k e t  funds I 10,223 43.054 

S 615.618 S 504.544 S 117.474 1237.636 1.247.552 

Collateral for rewrse 

Total investnients $ 1,786,242 S I .8 I 8,740 

Investnient Policies 
Investments of trusted funds ;ire made under terms of the indenture or agreement which upplies to each pool of funds. 
Pcrinitted investnients m;iy differ with each bond issue or other agreement. The Corpor;ition's fiscal policies govern 
unrestricted funds and securities. The following ;ire eligihle for investment thereunder: howeyer. individunl indenture 
or agreement restrictions m;iy not permit all of [lie fdlowing in\~estnients in any one pool of funds: 

Ohlieations ofthe United States or a n y  azency or instrument;ilitv thereof: . - .  
Debt obligations, including unsecured cerlificates of deposit, notes, time dcposirs, ;md bankers' accep1;inces of. and 
deposits with any hank the short-term oblig;itions of which have been r;ited at lens1 "A-I" by S&P or "P-I" by 
Moody's; 
Deposits in nnd investments of a coniiiiercial hank or credit union which are fully insured by the FDIC or NCUA or 
that provide for the pledge of  collateral maintained at ;I minimum level of 105%; 
Debt obligations. other than those that do not hwe a fixed par wlue or terms thiit do not promise a fixed dollar mount 
at maturity or call date, rated at least " A A  by S&P or "Aa" by Moody's: 
Repurchnse Agreements (repos) with a corporation or other entity which has long-term debt ratings of  ill least " A  by 
S&P or "A by Moody's or short-term ratings of at least "A-I" by S&P or "P- I" by iMoody's and where the co1later;il 
is maintained ;it a minimum level of 102%: 
Money market funds which are rated at leiast "AAm" or "AAm-G" by S&P o r  "Aa" by Moody's; 

4 



ALASKA flOUSlNC FINANCE CORI'ORATION 

(1 ~ : O I I I ~ O I I P I ~ ~  iiriir of !lie .Purr of Aide 

NOES TO COhlUINED FINANCIAI. STATEMENTS 

- Investiiient ;igreeiiients or guaranteed iiivestinent contl'iicts with 1in;inci;il institutions having ootst;iiiding unsecured 
long-terni cibligations r;ired, (11 il cli l i t i is paying or i n \e~ tn lcn t  agreement rating. ill least " A A  by S&P or "Aa" by 
Moody's: 

* Flo;iting rnte notes issued by entities Iix4ng outst~~nding unsecored long-term ohligations rt1rcd "AA" by S&P or "A;I" 
by Moody's, ;ind with interest rates suhject to i id justn ic~~t  110 less frequently t l i i i i i  every 90 days. and il ~ i i i i x i ~ i ~ ~ ~ i ~ ~  
niiitui-ity of  three years or  less: 

Intcrniitioniil Bank for Rcconstmction & I~evelopnient  debt ohlig;itions ~-atcd " A A A  by S&P or "A;i;i' by Mondy's. 
- Ad,jiisr:iblc rate funds, provided they iirc r;iied "AAA" credit and ' I  I" volatility by S&P ;ind "A;i;I" by b{oody's; 

Investntent Term 
The f i r  value of debt security i n ~ ~ e s t ~ ~ i c n t s  by contriictliiil m;~turity i s  shown below (in thoussnds). Expected ~l l i~ tur i t ies  
niay differ from coiitriicti1111 ~i i i~turi t ies bccxise borr"crs m i y  liiivc tlie right to ciill or prepay ohligations with o r  ~ i i l i o ~ i t  
CBII or prepayment penalties. 

June 30, June 30, 
2000 I999 

Due in one year or less $I,425.804 SSS9.526 
Due nfter one y e x  through five 
yenrs 327.079 280.502 
Due after f ive years through ten 

years 1.303 1.785 
Due after ten years 32,056 976,927 

$1,786,242 s I ,8 I8.740 

Realized Gains ;tiid I.osses 
The ci i lcul~~t ion of retilized gains i s  indcpcndcnt o f  t l ie c i ~ l c u l a t i ~ ~ n  of the net incr e in [lie fail- yilluc "f iI1\'L's~I1lcI1,s. 
Realized gains :ind l o s c s  on investnients tliiit hiid hccn held i n  inore tliiiii one I iscd year and sold i n  the c111-rcnt pcriod 
may have been recognized iis ;in inciwse or decre;ise in [lie fiir viilue of in~cs11iicn1s reported i n  the pi-ior year. The 11et 
increiise in  the f i r  u l u c  ofinvcstriients included in the table hclow 1;ikcs into :~ccouni dl cI1;lnges in fair vi~luc (including 
purelimes and  sales) that ~ccurrcd  during the period. A sun1111:1ry of the g;iins and losscs follows ( in  thousands): 

June 30. June 30. 
2000 I999 

Net ilccre;ise in Fair Value (53,5621 S(S,298) 

Ending unrc:ilizcd gains s7. I87 $9.672 
Net rc;ilized gliins (lusses) S 1.077 SS08 



NOTES TO COh1BINF.D FI~ASCI. .~L STXTEhlENTS 

5 
A summ;iry of iiiortgage loatis and moi-lg;ige-h;icked sccurilies follows ( in  Ihousands): 

MORTGAGE LOANS AND MORTGAGE-BACKED SECURITIES 

M o s t s i r e  Loms: 
Pool insured 

June 30, June 30, 
2000 I999 

$58.591 S69.647 
Federally insured or 
g11ar;1nteed 1.134.777 934.5 I 4  

Othel- I.443.454 I.2.30.37 I 
Mortmre-hacked Securities 

30.122 4 1.549 

GNh4A 85,357 101,580 
I;Hl.MC 12.556 16.017 

2.764.854 ?.393.67S 

Allowance fos IOiIll losses (92,121) (83.110) 
$2,673,732 s2.3 I0.46S 



ALASKA FlOUSlNC FINANCE CORPOR.AT1ON 

(1 C " J l l l ~ 7 < J l l ~ i l ~  I l l l i r  Of //I? S/(lIl, <$A/N,SkI 

NOTES TO COMIIINED FINANCIAL STATEMENTS 

6 MOBILE HOME LOANS 
A sumnxiry of  mohile Iionie loiins follows (in thousands): 

June 30. June 30, 
2000 I999 

Mohilc l ionie loans $7,626 s I I .05s 
Less ~resei-ve for niohile 
hame loiln Iosscs (1.477) (2.425) 
Net mohile home Ioiins $6, I49 $8.630 

7 NOTES RECEIVABLE 
A summary of notes recciviihlc f(il1ows ( in thousands): 

June 30. June 30. 
2000 I999 

University of Alash;~ loons s3 I,W9 $32.756 
Others (net ol'rese~ve) I35 I SX 

Total Notes Rcccivahle $32, I24 532914 

During 1997. under i in :ICL of t l ie 19th Alashii Stiirc Legisliilore. the Corporation entered into iiii ;igreeiiieiit with tlie 
University [if Alaska to loon the University a totill ofS33.000.000 for iicquisition or construction o f  student hoosing 
1: ."',. .ILIIIIILS. The  Io:m consists of ii $30,000,000 assisted portion iit ii Kite of I .826% per annuni. imtl i~ S3.~100.000 
uniissisted portion iit it rate of 6% per iinniini. Tlie payments by the Univci-sity hcgm on August I, I999 and arc 
sclicdulcd tl icredtcr Fehi-iiiiry I iintl August I ofe:ach year through February I, 2024. unless earlier repxid. 

8 INSURANCE AGREEMENTS 
The Coqxmtioii l i i i s  olmined priwte iiiortgage insurance, credit insiiriincc or giiiirantccs on ccrtiiin niomgges xid Ioiins. 
The agreements protect the Corpor;ition to wrying degrees iigainst losses ;wising fro111 the disposition of tlic rel;itcd 
colliitcl.iil oht;iined tliroofli f(ireclosiire (ir rcpossession, a s  wel l  iis the costs 01 iihtziining title to. tiiiiinteniince and 
liquid;ition o f t l i e  co l l ; i te~~l .  Tlie Corporation i s  exposed to losses 011 dispmition in [lie e w m  the iiisurers 01- guarantors 
are un;ihlc or refuse to niect tlieir iihligiitions under these iigreeniciits. 

9 INSURANCE PROGRAM FUNDS 
Tlie Coiqxmtion l i i is  three insurance fiinds for tlic p u i y i s e  of insuring itself iyiiinst losses wliicli might occur its ;I iresiilt 
ol'niortgiigcs ptrcli i ised under the Rural Housing ;ind various other programs. Tlic insuriincc funds itre held in ti l ist by 
ii coninierciiil hmking institiition iind iire adniinistcred by the !iinn:igenient of [lie Corporation. They ;ire included in the 
Gcncrnl Account of tlic Revolving Fond in the iicconipanying tin;incial stiiteiiients. 

I n  connection with the cstahlishnicnt of tlie Insured Mortgage Bond Prugr;im. the Stxte ivlortgafe Insimnce I'und (thc 
SMIF) w i i s  ci-eatcd for the enclusi\,e piirpc~se of insuring certain itcquired iiiortgiges ; ~ n d  tlie Corporation's interest in 
the related properties. Projected losses in the SMlF were r~'corded on [lie Statements (if Revenues. Expenses, TIwnsfers, 
;ind Retained Earnings :is Insiir;ince Fund 1.osscs and represented projected losses on IUBI~S in the respective progrmis. 
I n  April. 1997, the Corpo~i t ion issued the General Mortgoge I k w x u c  Bonds. 19197 Series A t l iat rcfiinded :ill of the 
(iiitst;inding Insured Mcirtyge Bond Program Bonds. With [lie redemption (if t l ie Bonds, tlie SMIF wiis closed iintl the 
remaining :issets \ve~-c trmsfci-red hick to the State of Alaska in FY 98 (see footnote / l l7), 
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ALASKA HOUSING FINANCE CORPORATION 
II cottrpo~renr rmir of rhe Srure oJ’AIIIs~~I 

NOTES TO COMBINED FINANCIAL STATEMENTS 

10 DIRECT FINANCING LEASE 
111 July. 1997, the Corporation purchased an uftice building in downtinvn Anchorage with its unrestricted iissets for 
approxiliiately S26 million. The building will he part of the Corporation‘s State Lensc Building Prugrtim (the “Prigmi”) 
;ind has heen lensed to tlie State of Alasha for occupancy by its Dcpxtments and Agencies loc;ited in Anchiwage. The 
State has the option to purchase the building at  the end of the lease fur SI. In Deceniher 1999 the Cui-poration issued 
the State Building Lease Bonds, 1999 sei-ies in the iiniount of S40.000.000 to t inmce t l ie purchase. The lease of [lie 
building to tlie State h x  heen recorded iis ii direct tintincing le;ise. The lollowing tzible lists the coiiiponcnts of the net 
in\’estiiieiif in direct linancing lease iiiitl shows the future iiiininiuiii poyments under the lease lor the [next five years and 
1here;ifter ( i n  thousands): 

Future 
Period Ending Minimum 

June 30 Payments Due 
200 I S3,549 
2002 
2003 
2004 
2005 
Thereafter 
Gross Payments Due 
Less: Une;irned Revenue 
Net iiiwstiiieiit i n  direct 
financing 1e:ise 

3.549 
3.N‘) 
3,5J9 

3,549 
46.143 
63.888 

(23.360) 

$40,528 



11 PROPERTY AND EQUIPMENT 
A suiiimiiry of hal;inces (if fixed assets follows ( i n  thousands): 

June XI, June 30. 

Buildings 

2000 I999 
S I  19.521 $ 1  10,812 

Construction in Process 28.200 52.317 
Land 12.493 12.503 
Coinpiiters & Equipnicnt 2.540 4.35 I 
Vehicle5 I .422 1.260 

164, I76 181,238 

Accumulated depreciation (73,912) (77.644) 

S90.2M $103,594 

The Corpor;ition i s  iihlig;ited under coiitriicts ;ind (itlier coniiiiitiiicnts to purchase andlor model-nizc certain fixed iissets. 
The 10ti1l coiiiiiiitiiient. including mounts to he funded by third parties. is shown helow (in thousmds). 

June 30, June 30, 
2000 I999 

Commitments 54.356 s7.492 

12 BONDS AND NOTES PAYABLE 
With the exception of (lie Veterans Mortgage Progr;im Bonds, tlie Corporation's ohligxtions ;ire not 21 debt of t i le State 
and tlie State is  11111 directly liahle thereon. Tlic Veterans ivlo17gage Prugrani Bonds are hacked by the fiill h i th  and credit 
of the State. All ofthe bonds and notes ;ire securcd. as dcscrihed in the applicahlc agreements. by the revenues. iiioiiies. 
investnients. niong:ige loans ;ind otliei ets in [lie funds and accouiits established hy the respective security ;i:rcements. 
A subst;intiiil portion of the assets of t l ie Corporxtion are pledged t o  the outstanding obligations of tlic Corporation. 
Bonds and iiotcs outstanding are :IS fo l lo\~s ( in r1ious;inds): 

Original June 3 0 .  June 30. 
Amount 2(1ni) I999 

TAS-ESEIIPT FIKST-'rI\IE H O V E  
IllIYEK IWNDS: 

Collateralized Hotir c iWorlgage Borrcls 
(CHMB): 
* CI-IMB 1988 Series A. 7.4% to 

7.5%. due 2l3(33-2015 s85.000 $5.890 S9,685 
CHMB 1980 Series B. 7.55% to 
7.65%. due 2000-2024 148.000 10.2 IS 12,635 
CHMB I990 Series A, 5.7% 10 
7.05%. due 200(3-2025 157,000 24,075 30,435 

* 



Morlgage Reverrire Rorrrls: 
* I996 Series A. 4.40% to 6.5%. due 

2000-2027 I 511.87 I 97.771 I I3,47 I 
I997 Series A, 4.15%; to 6%. due 
2000-2037 I60.000 I 52,6OIl l5S.S30 
I998 Series A, 3.9SVo to i.4%, due 
2000-2035 70.000 66.405 69,790 
I999 Series A1 & 2. 4.5% to 
6.35% doe 2001-2035 200.000 200,000 

* 

* 

TOTAL, T,\X-I!SEhlPT FIRST-TIME 
HOhlEnUYER BONDS 

Accrered intcrest 
Unanlo~?ized discount 
NIT T,\S-~XEhII’T ~71LtSl’-TlhlE 
AOhlIXXIYER BONDS 

Vfii’rEiuNs MOI~~C,\\CI~ l’iwtiR.\hi 
BONDS 

Coiloleraiizeri Slale Giiararileed 
Boids:  
* Collsternlized Bonds 1989 First 

Series, 6.5% to 7.45%. due 2002- 
2113 I 

Series. 6.875% to 7.511%. due 
2003-2033 
Coll;iter;ilized 13onds I99 I First 
Series, 6.75% 10 7.30%. due 2OOJ- 
2033 

* Coll;ifer;ilizcd Bonds I991 Secoiid 
Series. 6.5%: to 7. IO%. due 2004- 
21134 

Series. 6.25% to 6.75%. due 2005- 
2034 

Sel.ies, 4.50% I l l  5.875%, due 
20l)0-2035 

Scrics. 5.3OSh to 6.X(l%, due 2000- 
2036 

* Ciillatcl-;ilized Bonds 1990 First 

* 

+ ColIatei-;ilized Bonds I992 First 

* Coll;itel-;ilizcd Bonds 1993 First 

9 Col1;iter;ilized Bonds I994 First 

974.87 I 556,956 394,846 
3.850 2,526 
( 5 5 6 )  (4.36) 

560.25L) 396.936 

45,000 

35,(3no 

4s.nnn 

60.000 

45,l300 

65,000 

I 3 i m n  

1.525 

1.310 

4,670 

I 1,775 

19.39s 

28.320 

89,350 

2,645 

2,265 

7,380 

15,430 

31,615 

40,440 

IO9.380 
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Original June 30. Jonc 30. 
Aiiiount 2000 I999 

Collaterdizcd Bonds I995 First 
Series, 4.60% to 6.55%. due 2000- 
2037 
Co1l;iter;ilized Bontls 1997 First 
Series, 5.556, due 2000-2039 
Coll;irer;ilized Bonds 199s First 
and Second Series. 4.0% to 5.5%). 
dlle 2000-2040 
Coll;itel.alized Diinds I909 First 
Series. 4.3% to 6.25%. due 2001- 

Coll;itcl.;ilized Bonds 2OOl) First 
Series, 4.75% to 6.45%. tliic 2001- 
2039 

2n;o 

30,000 1s,s15 22,420 

I00.000 9 1.370 99,660 

h0.000 SS.660 59,755 

I 10.000 I I0,0l10 

70.000 70.000 
K N S  ivIOKT(;AGE 

I’ROGRAhl BONDS 
Unamortized discount 
NET V r r E K , w s  ILIoim;?\CE I’KOCKAM 
IlONDS 

OTrlEiz Iloxios ,\XI) NOTES: 
Horrsirrg D C V C ~ O ~ I ~ ~ ~ I I ~  Boni1.s: - 1991 Series A. 6.2% I(> 7%. clue 

2000-202 I 
1992 Series A, 6.15% to 7%, due 
2000-2022 
I993 Series A. 4.25% 10 5.625%. 
due 2~30(3-2023 
I993 Serics B, 4.25% ID 5.625%. 
duc 2000-2023 
1993 Series C. 4.35% [(I 5.7%. due 
2000-2023 
1993 Series I). 5.6% to 7. I ‘h. due 
2(100-2023 
I993 Series E. 5.6% to 7. I %, duc 
2000-2023 
I997 Series A, 4.15% to 5.7%. due 
2000-2029 
1997 Series B, 4.25%, 10 5.8%. duc 
2000-2029 
I997 Series C, 6.8% to 7.55%. due 
2000-2029 

* 

* 

* 

- 
* 

* 

* 

* 

795.000 505. I50 39 I,020 
(2,008) (2.246) 

503.142 388.774 

5.755 5.090 

0.370 X.OOI1 

8.325 7.415 

4.800 4.4135 

1.200 I .ooo 

4,675 4.3 I I1 

12.255 I0..~20 

6.5 I 0  6.335 

I7.000 16.560 

23,895 23,470 

5,190 

8.220 

7,580 

4,495 

1 , I  10 

4,380 

I 0,6S5 

6.425 

16,785 

23.690 



NOTES TO COMUINED FINASClAl. STATEMENTS 

Original Junc 30,  Junc 30. 
Aniount 20" 1999 

* I999 Series A, 4. I % to 6.3%. duc 
2000-2029 1.675 1.675 
I999 Series B, 4.211% ro 6.37%. 
due 2n110-202~ 5.080 5,080 
I999 Series C, 4.10% to 6.20%. 
due 2000-2029 50,000 5o.nno 

General iMorlgagc Revciiirc Bonds: 
* 

* 

* 

1991 Series A, Floating K;itc, 

1991 Series C. Fio:iting Rare, 

I997 Series A, 4.15% to 6.1 %. due 

1999 Series A. 4.25% to 6.05%. 

5.75%' iii Sept 30, 1999, due 2026 1 20,nnn l20,000 

3.95% at  Sept 30. 1999, (IUC 2026 I80.000 I80.000 

2000-2037 434.9 I I 430.75 I 432.871 

Cll lC 2llll1-2049 302,700 302,700 

* 

* 

* 

Gciieral Hoirsing Pirrpose Boiid,~: 
* 1992 Series A. 5.3% to 6.6%. due 

2000-2023 200.000 49,590 52.905 
1994 Series A, 4.00% to 5.4%. due 
2000-2023 I 43.x I 5  140,925 141,485 

. 
Government Pirrpose Bonds: 
+ 1995 Series A, 4.5%, to 5.875%. 

1997 Series A. Fioaring Rare. 
due 2000-2030 335.000 325.04ll 329,155 

4.85%: :II June 30. 2000. due 2027 3.i.000 000 33.000 

I999 Series A, 3.4% to 5.0%:, 
due 20~3l3-2005 92,365 74.905 86.710 
I999 Series B, 40% 10 5556,  
due 20l30-2l3l35 103.980 103.980 

I999 Series, 4.25% 10 5.8%>, 
due 2000-20 I7 40,000 38.925 

* 

Statc Capilal Project Borrds - 
* 

Statc Bidding Lcasc Ooiids 
* 

'IOT,\I, OTllEK BONDS h N D  NO1'E;S 2,136.40 I i.643.566 1,464,686 
Accreled interest 2,217 I ,480 
Un:imortized defei-red deb1 refunding 
expense (6,235) (5,249j 
Unamortized discoun~/prc~niiitn (5,205) (4,076) 
NIX O1'HER BONDS ,\ND NOTES 1,634,343 1.456.84 I 



ALASKA HOUSING FINANCE CORPORATION 
N crmpporrerrr irrtit ofthe Store r$Alashu 

NOTES TO COMBINED FINANCIAL STATEMENTS 

Original June 30, June 30, 
Amount 2000 I999 

OTHER PROGRAMS: 
Law Rent Program Notes: - Low Rent Project Note. Second 

Series, 3.875%. due 2000-2006 
Low Rent Project Note. Third 
Series, 3.625%. due 2000-2007 
Low Rent Project Note, Fourth 
Series, 4.375%, due 2000-2008 
Low Rent Project Notc. Fifth 
Series, 6.O%, due 2000-2010 

* FFB Nok-AK-1-32. I I.X98%, due 
20 I3 

* FFB Note-AK-1-40. 14.993%. due 
2016 

* FFB Note-AK- 1.903, I I .86 I %. 
due 1999 

Hotire Oivriership Notes: 

- 
- 
- 

* M u t u l  Help HUD Notc, 5.625% 
to X.")O% 

720 

4,410 

2,470 

1,300 

1,191 

1,605 

83 

996 

215 

1,380 

935 

685 

XI3 

1,214 

8 

996 996 
* Wningell Project HUD Note. 

I.00%-3.00%, due 7007 1,141 679 702 
TOTAL O T H E R  PROGRAhlS 13,916 1,675 6.948 

$3.920,188 S2.699.419 $2,219,499 
Sinking Fund Paynients 
The minimum annual principal paymenls. including sinking-fund principal p;rymcnls. rcl;ited 10 all mortgage bonds and 
notes in the preceding schedule for the five years subsequent to June 30, 2000. und there;ifter, are as follows (in 
thous;inds): 

Yexr Ending 
June 30, Amount 

200 I $49,750 
2002 56,X80 
2003 64, I 3 5  
2004 64,685 
2005 68.475 
Thereafter 2,403.422 

$2,707.347 
~ 

Redemption Provisions 
The bonds and notes are generally subjecl to certain early-redemption provisiuns. both mand;itory md  at the option of 
the Corporation. The Corporation redeems debt. pursuant to the provisions of the related agreements which permit 
surplus revenues, resulting primarily from mortgage loan prepayments, to be used to retire the obligations at par. The 
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APPENDIX B 

FORM OF OPINION OF BOND COUNSEL 

Alaska Housing Finance Corporation 
4300 Boniface Parkway 
Anchorage, Alaska 99504 

Ladies and Gcntlenicn: 

We have examined the Constttution and laws of the State of Alaska (the "State") and a 
record of proceedings relating to the issuance of $76,580,000 aggregate principal amount of 
Governmental Purpose Bonds, 2001 Series A (the "2001 Series A Bonds"), $93,590,000 aggregate 
principal amount of Governmental Purpose Bonds, 2001 Series B (the "2001 Series B Bonds"; 
together with the 2001 Series A Bonds, the "2001 Series A and B Bonds"), $100,000,000 
aggregate principal amount of Governmental Purpose Bonds, 2001 Series C (the "2001 Series C 
Bonds"), and $100,000,000 aggregate principal amount of Governmental Purpose Bonds, 2001 
Series D (the "2001 Series D Bonds"; together with the 2001 Series A Bonds, 2001 Series B 
Bonds and 2001 Series C Bonds, the "2001 Bonds") of the Alaska Housing Finance Corporation 
(the "Corporation"), a public corporation and government instrumentality of the State created by 
and existing under Alaska Statutes 18.56, as amended (the "Act"). 

In such examinations, we have assumed the genuineness of all signatures, the authenticity 
of all documents submitted to us as originals and the conformity with originals of all documents 
submitted to us as copies thereof. 

The 2001 Bonds are authorized and issued pursuant to the Act and a resolution of the 
Corporation adopted June 27, 2001, and are issued pursuant to the Indenture authorized by said 
resolution by and between the Corporation and U.S. Bank Trust National Association, as trustee 
(the "Trustee"), dated as of July 1, 2001, and the 2001 Series A/B/C/D Supplemental Indenture 
by and betwccn the Corporation and the Trustee, dated as of July 1, 2001, executed pursuant to 
said Indenture (together, the "Indenture"). 

The 2001 Bonds mature and are subject to redemption as provided in the Indenture. 

Capitalized terms used herein and not defined herein are used as defined in the Indenture. 

Applicable Federal tax law establishes certain requirements that must be met subsequent 
to the issuance of the 2001 Series A and B Bonds in order for interest on the 2001 Scries A and 
B Bonds not to be included in gross income for Federal income tax purposes, under Section 103 
of the Internal Revenue Code of 1986, as amended (the "Code"). The Corporation has covenanted 
that it will comply with such requirements and that it will do all things necessary to ensure that 
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interest on the 2001 Series A and B Bonds will be, and remain, not included in gross income for 
Federal income tax purposes, under Section 103 of the Code. We have examined the program 
documentation adopted by the Corporation, which, in our opinion, establishes procedures and 
covenants under which, if followed, such requirements can be met. In rendering this opinion, we 
have assumed compliance with, and enforcement of, the provisions of such program procedures 
and covenants. 

As to any facts material to our opinion, we have rclied upon various statements and 
representations of officers and other representatives of the Corporation including without limitation 
those contained in the Indenture, thc Corporation's Certificate as to matters affecting the tax- 
exempt status of the 2001 Series A and B Bonds, the Corporation's Regulations and Program 
Materials and the certified proceedings and othcr certifications of public officials and Certifications 
by officers of the Corporation furnished to us (which are material to the opinion expressed below) 
without undertaking to verify the same by independent investigation. 

Subject to the foregoing, we are of the opinion that. 

1. Under the Constitution and laws of the State of Alaska (the "State"), the 
Corporation has been duly created, organized, and validly exists as a public corporation and 
government instrumentality in good standing under the laws of the State, performing an essential 
public function with full corporate power and authority under the Act, among other things, to enter 
into, and to perform its obligations under the terms and conditions of, the Indenture. 

2. The Indenture has been duly authorized, executed and delivered, is in full force and 
effect, and is valid and binding upon the Corporation and enforceable in accordance with its terms 
(subject, as to enforcement of remedies, to applicablc bankruptcy, reorganization, insolvency, 
moratorium, or other laws affecting creditors' rights generally from time to time in effect). 

3 .  The 2001 Bonds have bccn duly and validly authorized, sold and issued by the 
Corporation in accordance with the Indenture and Constitution and laws of the State, including the 
Act and, pursuant to the Act, arc issued by a public corporation and government instrumentality 
of the State for an essential public and governmental purpose. 

4. Subject to agreements heretofore or hereafter made with the holders of any notes 
or other bonds of the Corporation pledging any particular revenues or assets not pledged under 
the Indenture and the exclusion by the Act of a pledge of funds in the Housing Development Fund 
(as described in the Act), the 2001 Bonds arc valid and legally binding general obligations of the 
Corporation for the payment of which, in accordance with their terms, the full faith and credit of 
the Corporation have been legally and validly pledged, are enforceable in accordance with their 
terms and the terms of the Indenture and are entitled to the equal benefit, protection, and security 
of the provisions, covenants, and agreements of the Indenture. 

5 .  The 2001 Bonds are secured by a pledge in the manner and to the extent set forth 
in the Indenture. The Indenture creates a valid pledge of a lien on all funds established by the 
Indenture and moneys and securities therein which the Indenture purports to create, to the extent 
and on the terms provided therein. 
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6. Under existing laws, regulations, rulings and judicial decisions, interest on the 2001 
Series A and B Bonds is excluded from gross income for Federal income tax purposes. 

7. Interest on the 2001 Series A and B Bonds is not a specific preference item for 
purposes of the alternative minimum tax provisions imposed on individuals and corporations by 
the Code. Such interest, however, is included in thc adjusted current earnings (i.e., alternative 
minimum taxable inconic as adjusted for certain items including those items that would be included 
in the calculation of a corporation's earnings and profits under Subchapter C of the Code) of 
certain corporations, and such corporations are required to include in the calculatioii of alternative 
minimum taxable income 75% of thc excess of such corporation's adjusted current earnings over 
its alternative minimum taxable inconic (determined without regard to such adjustment and prior 
to reduction for certain net operating losses). We express no opinion regarding any other 
conseqwnccs affecting the Federal income tax liability of a recipient of interest on the 2001 Series 
A and I3 Bonds. 

8. Interest on the 2001 Series C Bonds and 2001 Series D Bonds is not excluded from 
gross income for Federal income tax purposes. 

9. Under existing laws, interest on the 2001 Bonds is free from taxation of cvcry kind 
by the State, and by municipalities and all other political subdivisions of the State (cxccpt that no 
opinion is expressed as to such exemption from State estate and inheritance taxcs and taxcs of 
transfers by or in anticipation of death). 

10. Certain requirements and proccdurcs contained or referred to in  the Indenture and 
other relcvant documents niay be changed and certain actions niay be taken, upon the advice or 
with thc opinion of counsel. Except to the extent of our concurrence therewith, we express no 
opinion as to any 2001 Bond, or the interest thereon, if any change occurs or action is taken upon 
the advice or approval of other counsel. 

Very truly yours, 

WOHLFORTH, VASSAR, 
JOHNSON & BRECHT, P.C,  

By: 
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APPENDIX C 

FORM OF OPINION OF SPECIAL TAX COUNSEL 

Alaska Housing Finance Corporation 
4300 Boniface Parkway 
Anchorage, AK 99504 

Ladies and Gentlemen: 

We have acted as Special Tax Counsel in conncction with the issuance and sale of 
$370,170,000 aggrcgatc principal amount of Alaska Housing Finance Corporation Governmental 
Purpose Bonds, 2001 Series A, 2001 Series B, 2001 Series C, and 2001 Series D. The Bonds will 
be issued pursuant to the Indenture by and between the Alaska Housing Finance Corporation (the 
"Corporation") and U.S. Bank Trust National Association, as trustee (thc "Trustec"), dated as of 
July 1, 2001 (the "Indenture"), and the 2001 Series A/B/C/D Supplemcntal Indenture by and 
bctwecn thc Corporation and thc Trustee, dated as of July 1, 2001, authorizing thc issuance of the 
Bonds (thc "Supplemental Indenture"). Capitalized terms not otherwise defined herein are used 
as dcfincd in thc Indenture and the Supplemental Indenture. 

In connection with the issuance of the Bonds, we have examined the Indenture and the 
Supplemental Indenture, the Arbitrage Certificate of the Corporation and such other opinions, 
documents, certificates and letters as we deem relcvant and ncccssary in rendering this opinion. 

From such cxamination, wc arc of the opinion that, assuming compliance by thc 
Corporation with certain rcstrictions, conditions and requircmcnts contained in the Indenture, the 
Supplemental Indcnturc and the Arbitrage Certificate dcsigncd to meet thc rcquircnients of the 
Internal Revenue Code of 1986, as amended (the "Code"), under existing laws, rcgulations, 
rulings and judicial decisions, interest on the 2001 Series A and B Bonds is excludcd from gross 
income for Federal incomc tax purposes. 

We are further of the opinion that interest on the 2001 Series A and B Bonds is not a 
specific preference item for purposes of the alternative minimum tax provisions imposed on 
individuals and corporations by the Code. 

Intcrcst on the 2001 Series A and B Bonds, however, is included in the adjusted current 
carnings (i.c., altcrnative minimum taxable income as adjusted for certain items including those 
itcms that would be included in the calculation of a corporation's earnings and profits under 
Subchapter C of the Code) of certain corporations, and such corporations x e  required to include 
in the calculation of alternative minimum taxable income 75% of the excess of such corporation's 
adjustcd current carnings over its alternative minimum taxable income (determined without regard 
to such adjustment and prior to reduction for certain net operating losses). 

Interest on the 2001 Series C and D Bonds is not excludcd from gross income for Federal 
income tax purposes. 
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We express no 
liability of a recipient 

opinion regarding any other consequences affecting the Federal income tax 
of interest on the Bonds. 

The opinions expressed herein are rendered in reliance upon the opinion of Wohlforth, 
Vassar, Johnson & Brecht, P.C., Bond Counsel, as to the validity of the Bonds under the 
Constitution and laws of the State of Alaska. 

Very truly yours, 

I s /  Kutak Rock LLP 
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APPENDIX D 

AUCTION PROCEDURES 

The Auction Procedures are sct forth in the 2001 Series A/B/C/D Supplemental Indenture 
and arc summarized bclow. All of the terms used in this Appendix D are defined in the forepart 
of this Official Statement. Scc "The 2001 Bonds -Description of the 2001 Bonds." 

Iciiriril Knte 

Auction Bonds shall bear intcrcst at their respective Auction Rates. The rate of intcrest on 
Auction Bonds for each Auction Period, to but not including the Conversion Date, shall be the 
Auction Rate for such Bonds. While Auction Bonds are in an Auction Period of scven days, 28 
days or 35 days, intcrcst shall be computed on the basis of actual days in an Interest Period over 
360. While Auction Bonds are in an Auction Period of six months and after the conversion to a 
Fixed Intcrcst Rate, interest shall be computed on the basis o f a  360-day year consisting of twelve 
30-day months. 

Orders by Existicig Owtiers urid Potecitiul O~vriers 

(a) Prior to the Submission Dcadlinc on cach Auction Date: 

(i) cach Existing Owner may submit to a Broker-Dcalcr, in writing or 
by such other method as shall be reasonably acceptable to such Broker-Dealer, 
inforination as to: 

(A) the principal amount of Auction Bonds, if any, held by such 
Existing Owner which such Existing Owner dcsircs to continuc to hold for 
the next succeeding Auction Period without rcgard to the rate determined 
by the Auction Procedures for such Auction Period, 

(B) the principal amount of Auction Bonds, if any, held by such 
Existing Owner which such Existing Owner desires to continue to hold for 
the next succeeding Auction Period if the ratc deterniined by the Auction 
Procedures for such Auction Period shall not be less than the rate per annum 
then specified by such Existing Owner (and which such Existing Owncr 
dcsircs to sell on the next succeeding Intcrcst Payment Date if the rate 
determined by the Auction Procedures shall be less than the ratc per annum 
then specificd by such Existing Owner), andor  

(C) the principal amount of Auction Bonds, if any, held by such 
Existing Owner which such Existing Owner offers to scll on the next 
succeeding Interest Payment Date without regard to the ratc dcterniined by 
the Auction Procedures for the next succeeding Auction Period; and 
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(ii) for the purposes ofimplcnicnting the Auctions and thcreby to achicve 
the lowcst possible interest rate on the Auction Bonds, thc Brokcr-Dcalcrs shall 
contact Potcntial Owners, including Persons that arc Existing Owners, by tclcphonc 
or otherwise, to dctermine the principal amount of Auction Bonds, if any, which 
each such Potcntial Owner offcrs to purchase i f  thc rate dctcrmincd by the Auction 
Procedurcs for the next succeeding Auction Period is not lcss than the rate per 
annuni then specified by such Potcntial Owncr. 

For the purposes hereof, an 01-der containing thc information rcfcrrcd to in clausc (i)(A) 
of  this subsection (a) is herein rcfcrrcd to as a "Hold Order", an Ordcr containing the information 
rcfcrrcd to in  clause (i)(B) or (ii) of this subsection (a) is hcrcin refcrrcd to as a "Bid", and an 
Ordcr containing thc information rcfcrrcd to in clausc (i)(C) of this subsection (a) is herein 
referred to as a "Sell Ordcr." 

(b) (i) A Bid by an Existing Owner shall constitutc an irrcvocablc offer to 
sell: 

(A) the principal aniount of  Auction Bonds spccil'ied in such Bid 
if the i-atc dctcrmincd by the Auction Proccdurcs on such Auction Date shall 
bc lcss than the ratc spccificd thcrcin; or 

(B) such principal amount 01- a lcsscr principal amount of 
Auction Bonds to bc dctcrmincd as set forth in subsection (a)(v) under thc 
caption "Allocariorl qfAuctiorr B O J I ~ T "  i f  the ratc dctcrmincd by thc Auction 
Proccdurcs on such Auction Date shall be equal to such spccificd rate; or 

a lcsscr principal amount of Auction Bonds to bc dctcrmincd 
as sct forth in subsection (b)(iv) under thc caplion " A / l o c ~ ! i o ~ i  of Ailcfiorz 
B O J I ~ Y "  if such spccificd rate shall be highcr than thc Maximum Ratc and 
Sufficient Clearing Bids do not exist. 

(ii) 

(C) 

A Sell Order by an Existing Owncr shall constitutc an irrcvocablc 
offer to sell: 

(A) the principal amount of Auction Bonds spccificd in such Sell 
Ordcr, or 

(B) such principal amount or a lesser principal amount of 
Auction Bonds as set forth in subscction (b)(iv) under thc caption 
"A//OCcitiorl ofAitctiorr Borid" if Sufficicnt Clcarinz Bids do not cxist. 

(iii) A Bid by a Potcntial Owncr shall constitute an irrcvocablc offer to 
purchase: 
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(A) the principal amount of Auction Bonds specified in such Bid 
if the rate determined by the Auction Proccdures on such Auction Date shall 
be highcr than the rate specified therein; or 

(B) such principal amount or a lesser principal amount of 
Auction Bonds as set forth in subsection (a)(vi) under the caption 
"AUoccitiori qf Airctiori Borirls" if thc rate dctcrinincd by the Auction 
Procedures on such Auction Date shall be equal to such specified rate. 

Anything contained herein to the contrary notwithstanding: 

(i) 

(c) 

for purposes of any Auction, any Order which specifies Auction 
Bonds to be held, purchased or sold in a principal amount which is not $25,000 or 
an integral multiple of $5,000 in cxccss thereof shall bc rounded down to the 
ncarest $25,000 or integral multiple of $5,000 in excess thercof, and thc Auction 
Agcnt shall conduct the Auction Procedures as if such Ordcr had been submitted 
in  such lower amount; 

(ii) for purposes of any Auction, any portion of an Ordcr of an Existing 
Owner which relates to an Auction Bond which has bccn called for redemption or 
which has been schcdulcd for Conversion on or prior to the Intcrcst Paymcnt Date 
next succeeding such Auction shall be invalid with rcspcct to such portion and the 
Auction Agent shall conduct thc Auction Procedures as if such portion of such 
Ordcr had not bccn submitted; 

(iii) for purposes of any Auction, no portion of an Auction Bond which 
has bccn called for rcdcniption or which has bccn schcdulcd for Convcrsion on or 
prior to the Interest Payment Date next succeeding such Auction shall be included 
in thc calculation of Available Auction Bonds: 

(iv) the Auction Procedures shall be suspended during the period 
commencing on thc date of the Auction Agent's receipt of notice from the Trustee 
of the occurrencc of an Event of Dcfault consisting of a failure to pay principal, 
intcrest or premium on any Bond when due but shall rcsume two Business Days 
after the Auction Agent reccivcs a notice from the Trustee that such Evcnt of 
Default has been waived or cured, with the next Auction to occur on the next 
rcgularly schcdulcd Auction Date occurring after such rcceipt; and 

(v) notwithstanding the foregoing provisions, (i) if thc Auction Agcnt 
shall have failed to determine the Auction Rate for any Auction Period (including 
the circumstance where there is no Auction Agent or Broker-Dealer), the Auction 
Rate for such Auction Period shall be the No Auction Rate determined in 
accordaucc with the Supplcmcntal Indenture for such Auction Period; (ii) if a 
failure to pay principal, intcrest or prcmiitni on any Auction Bond whcn due shall 
have occurred, the Auction Rate for the Auction Period during which such failure 
shall have occurred and each Auction Period thcrcafter, commencing prior to the 
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date on which such failure shall ceased to be continuing, shall be thc Dckiult Rate 
in accordance with the Supplemental Indenture for such Auction Pcriod; and (iii) in 
the cvcnt of a failed conversion to another Auction Ratc or Convcrsion, thc rclated 
Auction Bonds will automaticrilly convcrt to an Auction Pcriod in a Scvcn-Day 
Auction Mode Pcriod and bear interest at the Maximum Ratc for the ncxt Auction 
Pcriod. 

Siibrrtissiori of Orders by Broker-Decrlers to Aiictiori Agent 

(a) Each Brokcr-Dcalcr shall submit to thc Auction Agcnt in writing 01- by such 
othcr nicthod as shall be rcasonably acccptablc to thc Auction Agcnt, prior to the 
Submission Dcadline on each Auction Date, all Ordcrs obtaincd by such Broker-Dealer and 
spccifying with respect to each Ordcr: 

(i) the namc of the Bidder placing such Ordcr; 

(ii) thc aggrcgate principal amount of Auction Bonds that arc the subjcct 
of such Ordcr; 

(iii) to thc extent that such Bidder is an Existing Owner: 

(A) thc principal amount of Auction Bonds, if any, subjcct to any 
Hold Ordcr placed by such Existing Owner; 

(B) thc principal amount of Auction Bonds, if any. subject to any 
Bid placcd by such Existing Owner and thc ratc spccificd in such Bid; and 

the principal amount of Auction Bonds, if any, subject to any (C) 
Sell Ordcr pleccd by such Existing Owner; and 

(iv) to thc cxtent such Bidder is a Potential Owner, the ratc spccificd in  
such Bid. Thc Auction Agent shall be cntitlcd to rely upon the tcrins of any ordcr 
submitted to it by a Brokcr-Dealer. 

(b) If any rate specificd in any Bid contains morc than three figurcs to thc right 
of the decimal point, the Auction Agcnt shall round such ratc up to thc next higlicst one 
thousandth of one pcrcent (0.001%). 

(c) If an Ordcr or Orders covering all ofthc Auction Bonds hcld by an Existing 
Owner is not submitted to thc Auction Agent prior to thc Submission Dcadlinc, the Auction 
Agcnt shall dccni a Hold Ordcr to have becn submittcd on bchalf of such Existing Owncr 
covering thc principal iinioiint of Auction Bonds held by such Existing Owncr and not 
subject to Orders submitted to the Auction Agent. 
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(d) If one or more Orders covering in the aggregate more than the principal 
amount of Auction Bonds held by any Existing Owner are submitted to the Auction Agent, 
such Orders shall be considered valid as follows and in the following order of priority: 

(i) all Hold Orders shall be considered valid, but only up to and 
including in the aggregate the principal amount of Auction Bonds held by such 
Existing Owner; 

(ii) (A) any Bid of an Existing Owner shall be considered valid as a 
Bid of an Existing Owner up to and including the excess of the principal 
amount of Auction Bonds held by such Existing Owner over the principal 
amount of Auction Bonds subject to Hold Orders referred to in paragraph 
(i) above; 

(B) subject to clause (A), if more than one Bid with the same rate 
is submitted on behalf of such Existing Owner and the principal amount of 
Auction Bonds subject to such Bids is greater than such excess of the 
principal amount of Auction Bonds held by such Existing Owner over the 
principal amount of Auction Bonds subject to Hold Orders referred to in 
paragraph (i) above, such Bids shall be considered valid up to the amount 
of such excess; 

(C) subject to clause (A), if more than one Bid with different 
rates is submitted on behalf of such Existing Owner, such Bids shall be 
considered valid in the ascending order of their respective rates up to the 
amount of the C X C ~ S S  of the principal amount of Auction Bonds held by such 
Existing Owner over the principal amount of Auction Bonds hcld by such 
Existing Owner subject to Hold Orders referred to in paragraph (i) above; 
and 

(D) the principal amount, if any, of such Auction Bonds subject 
to Bids not considered to be Bids of an Existing Owner under this paragraph 
(ii) shall be treated as the subject of a Bid by a Potential Owner; and 

(iii) all Sell Orders shall be considered Sell Orders, but only up to and 
including a principal amount of Auction Bonds equal to the excess of the principal 
amount of Auction Bonds hcld by such Existing Owner over the sum of the 
principal amount of thc Auction Bonds considered to be subject to Hold Orders 
pursuant to paragraph (i) above and the principal amount of Auction Bonds 
considered to be subject to Bids of such Existing Owner pursuant to paragraph 61) 
above. 

(e) If more than one Bid is subniitted on behalf of any Potential Owner, each 
Bid shall be considered a separate Bid with the rate and the principal amount of Auction 
Bonds specified therein. 
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(f) Any Bid submitted by an Existing Owner or a Potential Owner specifying 
a rate lower than the Minimum Rate shall be treated as a Bid specifying the Minimum 
Rate. 

(g) Neithcr the Corporation, the Trustee nor the Auction Agent shall be 
responsible for thc failure of any Broker-Dealer to submit an Order to the Auction Agent 
on behalf of any Existing Owncr or Potential Owner. 

Detenniiiutio~i qf Aircriori Rote 

(a) Not later than 9:30 A.iM. New York City time on cach Auction Date the 
Auction Agent shall advise the Brokcr-Dealers and the Trustee by tclcphonc of the 
Minimum Rate, the Maximum Ratc and thc Auction Index. 

(b) Promptly after thc Submission Dcadlinc on cach Auction Date, the Auction 
Agent shall assemble all valid Orders submitted or deemed submitted to it by the Broker- 
Dealers (each such Order as submitled or deemed submitted by a Broker-Dcalcr hcing 
hcrcinaftcr referred to as :I "Submitted Hold Ordcr," a "Submitted Bid" or a "Submitted 
Sell Order," as the case may be, or as a "Submitted Order" andcollcctivcly as "Subniittcd 
Orders") and shall on behalf of the Corporation, dctcrminc: (i) the Availablc Auction 
Bonds; (ii) whether therc arc Sufficient Clearing Bids; and (iii) the Auction Rate. 

(c) Promptly after thc Auction Agent has inadc thc dctcrminations pursuant to 
subsection (b) above the Auction Agcnt shall advise the Trustee by tclcphonc (promptly 
confirmed in writing), or tclccopy transmission of the Auction Ratc for tlic next succccding 
Auction Period. 

Alloccrtion Of Aircriori Boric/.\ 

(a) In the cvcnt that Sufficient Clcaring Bids exist, subject to the further 
provisions of subsections (c) and (d) below, Submitted Orders shall be accepted or rejcctcd 
as follows in the following order of priority: 

(i) thc Submitted Hold Order of cach Existing Owncr shall he accepted, 
thus requiring each such Existing Owncr to continue to hold the Auction Bonds that 
arc the subjcet of such Submitted Hold Order; 

(ii) the Submitted Scll Ordcr of each Existing Owncr shall hc accepted 
and the Submitted Bid of each Existing Owncr spccifying any ratc that is higher 
than thc Winning Bid Rate shall be rejected, thus requiring each such Existing 
Owner to sell the Auction Bonds that arc the subject of such Submittcd Scll Ordcr 
or Submitted Bid; 

(iii) thc Submitted Bid of cach Existing Owner specifying any ratc that 
is lowcr than the Winning Bid Ratc shall he acccptcd, thus requiring each such 
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Existing Owner to continue to hold the Auction Bonds that are thc subject of such 
Submitted Bid; 

(iv) the Submitted Bid of each Potential Owner specifying any rate that 
is lowcr than the Winning Bid Ratc shall he accepted, thus requiring cach such 
Potcntial Owner to purchase the Auction Bonds that arc the subject of such 
Submitted Bid; 

(v) the Submitted Bid of cach Existing Owner specifying a rate that is 
equal to the Winning Bid Rate shall be accepted, thus requiring cach such Existing 
Owner to continuc to hold the Auction Bonds that are the subject of such Submitted 
Bid, but only up to and including the principal amount of Auction Bonds obtained 
by multiplying (A) thc aggregate principal amount of Auction Bonds which arc not 
the subject of Subniittcd Hold Orders dcscribed in paragraph (i) above or of 
Submitted Bids described in paragraphs (iii) or (iv) above by (B) a fraction thc 
numerator of which shall be the principal amount of Auction Bonds hcld by such 
Existing Owner subject to such Subnlitted Bid and thc denominator of which shall 
be the aggregate principal amount of Auction Bonds subject to such Submittcd Bids 
made by all such Existing Owners that specified a ratc equal to the Winning Bid 
Ratc, and the remainder, if any, of such Submitted Bid shall be rejected, thus 
requiring each such Existing Owner to sell any exccss amount of Auction Bonds; 

the Submitted Bid of cach Potential Owner specifying a ratc that is 
equal to the Winning Bid Ratc shall be acccptcd, this requiring each such Potcntial 
Owner to purchase the Auction Bonds that arc the subject of such Submincd Bid, 
hut only in an amount equal to the principal amount of Auction Bonds obtaincd by 
multiplying (A) thc aggrcgatc principal amount of Auction Bonds which arc not the 
subjcct of Submitted Hold Orders described in paragraph (i) above or Submittcd 
Bids described in paragraphs (iii), (iv) or (v) above by (B) a fraction the numerator 
of which shall be the principal amount of Auction Bonds subject to such Submitted 
Bid and the denominator of which shall be the sum of the aggrcgatc principal 
amount of Auction Bonds subject to such Submittcd Bids made by all such Potential 
Owners that spccificd a rate equal to the Winning Bid Rate, and the rcmaindcr of 
such Submitted Bid shall be rcjectcd; and 

(vi)  

(vii) the Submitted Bid of each Potcntial Owner specifying any rate that 
is higher than the Winning Bid Rate shall bc rejectcd. 

(b) If Sufficient Clearing Bids have not been made (other than because all of the 
Auction Bonds arc subject to Submitted Hold Orders), subject to the further provisions of 
subsections (c) and (d) below, Submitted Orders shall be acccptcd or rejected as follows 
and in thc following order of priority: 

(i) the Submitted Hold Ordcr ofcach Existing Owner shall be accepted, 
thus requiring cach such Existing Owner to continue to hold the Auction Bonds that 
are thc subject of such Submitted Hold Ordcr; 
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(ii) thc Submittcd Bid of each Existing Owner specifying any ratc that 
is not higher than the Maximum Rate shall be accepted, thus requiring each such 
Existing Owncr to continuc to hold thc Auction Bonds that arc the subject of such 
Subniittcd Bid; 

(iii) the Submitted Bid of each Potential Owner specifying any ratc that 
is not highci- than thc Maximum Ratc shall be acccptcd, thus i-cquiring cach such 
Potcntial Owner to purchase the Auction Bonds that arc thc subject of such 
Submittcd Bid; 

(iv) the Submitted Sell Orders ofcach Existing Owner shall be acccptcd 
as Submitted Scll Orders and thc Submittcd Bids ofcach Existing Owncr specifying 
any ratc that is higher than the Maximum Ratc shall be deemed to be and shall be 
acccptcd as Submittcd Sell Orders, in both casts only up to and including thc 
principal amount of Auction Bonds obtained by inultiplying (A) the aggrcgatc 
principal amount of Auction Bonds stib.jcct to Subinittcd Bids dcscribcd in 
paragraph (iii) of this subscction (b) by (B) ii fraction thc numerator of which shall 
be thc principal amount of Auction Bonds hcld by such Existing Owner subjcct to 
such Submitted Scll Ordcr or such Submitted Bid dccmcd to bc a Submitted Scll 
Ordcr and thc denominator of which shall be thc principal aniount of Auction 
Bonds subjcct to all such Submitted Sell Ordcrs and such Subiiiittcd Bids dccmcd 
to be Subinittcd Scll Ordcrs, and thc rcmaindcr of each such Submitted Sell Order 
or Submitted Bid shall bc dccmed to bc and shall be acccptcd as a Hold Ordcr and 
each such Existing Owner shall be required to continuc to hold such cxccss amount 
of Auction Bonds; and 

(v) the Subniittcd Bid of each Potential Owner specifying any ratc that 
is higher than thc Maximum Ratc shall be rcjected. 

(c) If, as a rcsult of thc procedures described in  subscction (a) or (b) above, any 
Existing Owner or Potcntial Owner would bc rcquircd to purchase or sell an aggrcgatc 
principal amount of Auction Bonds which is not $25,000 or an integral iiiultiplc of $5,000 
in  cxccss thcrcof on any Auction Date, the Auction Agent shall by lot, in  such nianncr as 
i t  shall detci-mine in its solc disci-ction, round up or down the principal aiiiotint of Auction 
Bonds to bc purchascd or sold by any Existing Owner or Potcntial Owncr on such Auction 
Date so that the aggregate pi-incipal amount of Auction Bonds purchascd or sold by cadi 
Existing Owncr or Potcntial Owner on such Auction Date shall be $25,000 or an integral 
multiple of $5,000 in excess thcrcof, even if such allocation results in onc or more of such 
Existing Owncrs or Potential Owners not purchasing or sclling any Auction Bonds on such 
Auction Date. 

(d) If, as a result of thc proccdurcs dcscribed in subsection (a) abovc, any 
Potential Owner would be required to purchase less than $25,000 i n  principal aiiiount of 
Auction Bonds on any Auction Date, thc Auction Agent shall by lot, in such nianncr as it 
shall determine in its solc discretion, allocate Auction Bonds for purchase among Potcntial 
Owners so that the principal amount of Auction Bonds purchased on such Auction Date by 
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any Potential Owner shall he $25,000 or an integral multiple of $5,000 in excess thcrcof, 
even if such allocation results in one or morc of such Potential Owners not purchasing 
Auction Bonds on such Auction Date. 

(e) The Corporation may establish a different Auction Mode Period or Periods 
for any portion of the 2001 Bonds of any Series. Any such change in Auction Period for 
2001 Bonds of a Series will require a change in the related Auction Date, and may require 
a change in Interest Payment Dates for the related Auction Bonds. Such a change in 
Auction Period may he made on any existing Auction Date with respect to the 2001 Bonds 
to which the change in Auction Period is to apply on which Sufficient Clearing Bids have 
been received or all the Auction Bonds of a Series are subjcet to Submitted Hold Orders 
and upon not less than twenty (20) days prior written notice to the Bondowners. 

Notice of Auctiori Rute 

(a) On each Auction Date, the Auction Agent shall notify by telephone or other 
telecommunication device or in writing each Broker-Dealer that participated in the Auction 
held on such Auction Date of the following: 

(i) the Auction Rate determined on such Auction Date for the 
suceceding Auction Period; 

(ii) 
Winning Bid Rate; 

(iii) 

whether Sufficient Clearing Bids existed for the determination of the 

if such Broker-Dealer submitted a Bid or a Sell Order on behalf of 
an Existing Owner, whether such Bid or Sell Order was accepted or rejected, in 
whole or in part, and the principal amount of Auction Bonds, if any, to be sold by 
such Existing Owner; 

(iv) if such Broker-Dealer submitted a Bid on behalf of a Potential 
Owner, whether such Bid was accepted or rejected, in whole or in part, and the 
principal amount of Auction Bonds, if any, to he purchased by such Potential 
Owner; 

(v) if the aggregate principal amount of Auction Bonds to be sold by all 
Existing Owners on whose behalf such Broker-Dealer submitted Bids or Sell Orders 
is different from the aggregate principal amount of Auction Bonds to be purchased 
by all Potential Owners on whose behalf such Broker-Dealer submitted a Bid; thc 
name or names of onc or more Broker-Dealers (and the Agent Member, if any, of 
each such other Broker-Dealer) and the principal amount of Auction Bonds to be 
(A) purchased from one or more Existing Owners on whose behalf such other 
Broker-Dealers submitted Bids or Sell Orders or (B) sold to one or more Potential 
Owners on whose behalf such Broker-Dealers submitted Bids; and 

(vi) the immediately succeeding Auction Date. 
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(b) On each Auction Date, each Broker-Dealer that submitted an Order on 
behalf of any Existing Owner or Potential Owner shall: (i) advise each Existing Owner and 
Potential Owner on whose behalf such Broker-Dealer submitted an Order as to: (A) the 
Auction Rate determined on such Auction Date; (B) whether any Bid or Sell Order 
submitted on behalf of each such Owner was accepted or rejected; and (C) the immediately 
succeeding Auction Date; (ii) instruct each Potential Owner on whose behalf such Broker- 
Dealer submitted a Bid that was accepted, in whole or in part, to instruct such Potential 
Owner's Agent Member to pay to such Broker-Dealer (or its Agent Member) through the 
Securities Depository the amount necessary to purchase the principal amount of Auction 
Bonds to be purchased pursuant to such Bid against receipt of such Auction Bonds; and (iii) 
instruct each Existing Owner on whose behalf such Broker-Dealer submitted a Sell Order 
that was accepted or a Bid that was rcjcctcd, in  whole or in part, to instruct such Existing 
Owner's Agent Member to deliver to such Broker-Dealer (or its Agent Mcmber) through 
thc Securities Depository the principal amount of Auction Bonds to be sold pursuant to 
such Bid or Sell Order against payment thcrcfor. 

Auction Index 

The Auction Index on any Auction Date with respect to the Variable Rate Tax-Exempt 
Bonds will be as of any date of determination the intcrcst rate per annum equal to (i) while the 
Auction Period for Auction Bonds is 28 or 35 days, the greater of 30-Day After-Tax Equivalent 
Rate or thc "BMA Municipal Swap Index," as last published in The B o d  Buyer, or (ii) while the 
Auction Period for Auction Bonds is six months, 70% of the Six-Month Treasury Bill Ratc, as last 
published in The Borid Buyer, or (iii) while the Auction Period for Auction Bonds is seven days, 
thc BMA Municipal Swap Index as last published in  The Boric1 Buyer. 

"30-Day After-Tax Equivalent Rate," on any datc of determination, means the intcrest rate 
per annum equal to the 30-Day "AA" Composite Commercial Paper Ratc on such datc multiplied 
by a rate equal to the remainder of (i) 1.00 minus (ii) thc Statutory Corporate Tax Rate on such 
date. 

For the purposes of the definition of 30-Day After-Tax Equivalent Rate: 

(i) "Statutory Corporate Tax Ratc," on any date of determination, means the 
highest tax rate bracket (expressed as a decimal) now or hereafter applicable in each 
taxable year on the taxable income of every corporation as set forth in Section I 1  of the 
Code or any successor section without regard to any minimum additional tax provision or 
provisions regarding changes in rates during a taxable year. The Statutory Corporate Tax 
Rate is currently 35 percent; and 

(ii) "30-Day "AA" Composite Commercial Paper Rate," on any date of 
determination, means (A) the interest equivalent of the 30-day rate on commercial paper 
placed on behalf of issuers whose corporate bonds are rated AA by S&P, or the equivalent 
of such rating by S&P, as made available on a discount basis or otherwise by the Federal 
Reserve Bank of New York for the Business Day immediately preceding such date of 
determination, or (B) if the Federal Reserve Bank of New York does not make available 
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any such rate, then the arithmetic average of such rates, as quoted on a discount basis or 
otherwise, by Goldman, Saehs & Co., Lehman Commercial Paper Inc. and Lehman 
Brothers, Inc. or, in lien of any thereof, their respective affiliates or succcssors which are 
commercial paper dealers (the "Commercial Paper Dealers"), to the Auction Agent for the 
close of business on the Business Day immediately preceding such date of dctcrmination. 

For purposes of the definition of 30-Day "AA" Composite Commercial Paper Rate, the 
"interest equivalent" means the equivalent yield on a 360-day basis of a discount-basis security to 
an interest-bearing security. If any Commercial Paper Dcaler does not quote a commercial paper 
rate required to determine the 30-day "AA" Composite Commercial Paper Rate, the 30-Day "AA" 
Composite Conlniercial Paper Rate shall be dctcrmined on the basis of the quotation or quotations 
furnished by the remaining Commercial Paper Dealer or Commercial Paper Dealers and any 
substitute commercial paper dealer not included within the definition of Commercial Paper Dealer 
above, which may be CS First Boston Corporation or Morgan Stanley & Co. or their respective 
affiliates or successors which are commercial paper dealers (a "Substitute Commercial Paper 
Dealer") selected by the Trustee (who shall be under no liability for such selection) to provide 
such, commercial paper rate or ratcs not being supplied by any Commercial Paper Dealer or 
Commercial Paper Dealers, as the,case may be, or if the Trustec does not select any such 
Substitute Commercial Paper Dcaler or Substitute Commercial Paper Dealers, by the remaining 
Conimercial Paper Dealer or Commercial Paper Dealers. 

The Auction Index on any Auction Date with respect to the Variable Rate Taxable Bonds 
will be as of any date of determination the interest rate per annum equal to (i) while thc Auction 
Period for Auction Bonds is 28 days, the greater of 30-Day "AA" Composite Commercial Paper 
Rate or the One-Month LIBOR on such date, or (ii) while the Auction Period for Auction Bonds 
is six months, the greater of the 180-day "AA" Composite Commercial Paper Rate or the Six- 
Month LIBOR on such date. One-Month LIBOR or Six-Month LIBOR means the rate of interest 
per annuni equal to the rate per annum at which United States dollar deposits having a maturity 
of one month or six months, respectively, are offered to prime banks in the London interbank 
market which appear on the Telerate Service LIBOR Page as of approximately 11:OO A.M. 
London time, on the Business Day immediately preceding the Auction Date. If at least two such 
quotations appear, One-Month LIBOR or Six-Month LIBOR, respectively, will be determined at 
approximately I1:OO A.M., London time, on such calculation date on the basis of the rate at which 
deposits in United States dollars having a maturity of one month or six months, respectively, are 
offered to prime banks in the London interbank market by four major banks in the London 
interbank market selected by the Auction Agent and in a principal amount of not less than U.S. 
$1,000,000 and that is representative for a single transaction in such market at such time. The 
Auction Agent will request the principal London office of each of such banks to providc a 
quotation of its rate. If at least two quotations are provided, One-Month LIBOR or Six-Month 
LIBOR respectively, will be the arithmetic mean (rounded upwards, if necessary, to the nearest 
one-hundredth of one percent) of the rates quoted at approximately 11:OO A.M., New York City 
time on the Business Day immediately preceding the Auction Date by three major banks in New 
York, New York selected by the Auction Agent for loans in United States dollars to leading 
European banks having a maturity of one month or six months, respectively, and in a principal 
amount equal to an amount of not less than U.S. $1,000,000 and that is representative of a single 
transaction in such market at such time; provided, however, that if thc banks selected as aforesaid 
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are not quoting as mentioned in this sentence, one-Month LIBOR or Six-Month LIBOR, 
respectively, will be One-Month LIBOR or Six-Month LIBOR, respectively, in effect for the 
immediately preceding Auction Period. 

If any index or rate described under this heading "Auction Index" is no longer published, 
an index or rate selected by and agreed to by all Broker-Dealers and consented to by the 
Corporation will be used to establish the rate. If a substitute index cannot be agreed upon, the 
Trustee (with the consent of the Corporation and all Broker-Dealers) may appoint an index agent, 
which shall be a nationally recognized municipal securities cvaluation servicc, to determine the 
Auction Index based on the arithmetic average of the interest rates per annum on variable rate 
demand obligations or similar obligations quoted to such index agent at the time of the 
determination of the Auction Index by at least five members of the National Association of 
Securities Dealers, Inc. (the "NASD"), each of which must be actively engaged in the remarketing 
of such obligations and will be acting as a remarketing agent or in a similar capacity in respect of 
each issue of obligations the interest rate on which is so quoted to the index agent. For purposes 
of the foregoing, 

(i) each issue of such obligations shall be rated by either Moody's or S&P in 
its highest short-term rating category (without regard to pluses and minuses), 

(ii) the owners of such obligations shall havc the right to demand the purchase 
thereof upon seven days' notice, 

(iii) the interest rate on such obligations shall be redetermined weekly, 

(iv) the interest on such obligations shall generally becomc effective on 
Wednesday of each calendar week, 

(v) the interest on such obligations shall be excluded from gross income for 
purposes of federal incomc taxation and shall not constitute an item of tax preference 
subject to the federal alternative minimum tax (unless interest on the Auction shall be such 
an item) and 

(vi) if there shall be more than one such interest rate quoted to the index agent 
by any such member of the NASD, the highest of such quoted interest rates shall be used 
in the determination of the Auction Index. 

If for any reason on any Auction Date the number of members of the NASD which shall 
have quoted interest rates to the index agent, as described in the immediately preceding paragraph, 
is less than five, the Auction Index will be the arithmetic average of (i) the interest rate which has 
been so quoted, if any, and (ii) the interest rates per annum on variable rate demand obligations 
or similar obligations having the terms and characteristics set forth in clauses ( i ) ,  (ii) and (v) of 
the immediately preceding paragraph quoted to the index agent at the time of determination of the 
Auction Index by members of the NASD as the interest rate which, if borne by such obligations, 
would be the minimum interest rate necessary in order of such members, acting as principal in the 
ordinary course of its business, to be willing to buy such obligations at par on such Auction Date. 
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Such members of the NASD shall be (i) not fewer in number than the difference between five and 
the number of members of the NASD which shall have quoted interest rates provided as described 
in the immediately preceding paragraph and (ii) actively engaged in the remarketing of variable 
rate demand obligations or similar obligations. 

If for any reason on any Auction Date the Auction Index shall not be determined as 
described above, the Auction Index shall be the Auction Rate for the Auction Period ending on 
such Auction Date. 

The determination of the Auction Index as described above is conclusive and binding upon 
the Owners of the Auction Bonds. 

Change in Airctiori Period: Change of Auction Date 

(a) Changes in Auction Period or Periods. 

(i) While any Auction Bonds are Outstanding, the Corporation may, 
from time to time, change the length of one or more Auction Periods from one 
Auction Mode to another in order to accommodate economic and financial factors 
that may affect or be relevant to the length of the Auction Period and the interest 
rate borne by such Auction Bonds. The Corporation shall initiate the change in the 
length of one or more Auction Periods by giving written notice to the Trustee, the 
Auction Agent, the Broker-Dealer and the Securities Depository that the Auction 
Period will change if the conditions described below arc satisfied and the proposed 
effective date of the change, at least ten Business Days prior to the Auction Date 
for such Auction Period. 

(ii) The change in the length of one or more Auction Periods shall not 
be allowed unless Sufficient Clearing Bids existed at both the Auction before the 
date on which the notice ofthe proposed change was given as provided in (a) above 
and the Auction immediately preceding the proposed change. 

(iii) The change in length of one or more Auction Periods shall take effect 
only if 

(A) the Trustee and the Auction Agent receive by 11:OO A.M., 
Eastern Time, on the Business Day before the Auction Date for the first 
such Auction Period, a certificate from the Corporation, authorizing the 
change in the length of one or more Auction Periods specified in such 
certificate, and 

(B) Sufficient Clearing Bids exist at the Auction on the Auction 
Date for such first Auction Period. 
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If the condition referred to in (A) above is not met, the Auction Rate for the next 
Auction Period shall be determined pursuant to the Auction Procedures and the 
Auction Period shall be the Auction Period determined without reference to the 
proposed change. If the condition referred to in (A) is met but the condition 
referred to in (B) above is not met, the Auction Rate for the next Auction Period 
shall be the Maximum Rate, and the Auction Period shall be a Seven Day Auction 
Mode. 

(b) Changes in the Auction Dates. While any of thc Auction Bonds are 
Outstanding, the Auction Agent, with the written consent of the Corporation, may specify 
an earlier Auction Datc (but in no event more than five Business Days carlier) than the 
Auction Date that would otherwise be determined in accordance with the definition of 
"Auction Date" with respect to one or more specified Auction Periods in order to conform 
with then current market practice with respect to similar securities or to accommodate 
economic and financial factors that may affect or be relevant to the day of the week 
constituting an Auction Date and the interest rate borne on the Auction Bonds. The 
Corporation shall not consent to such change in the Auction Datc unless it has received 
from the Auction Agent not less than three ( 3 )  days nor more than twenty (20) days prior 
to the effective date of such change a written request for consent together with a certificate 
demonstrating the need for change in reliance on such factors. The Auction Agent shall 
provide notice of its determination to specify an earlier Auction Date for one or more 
Auction Periods by means of a written notice delivered at least 45 days prior to the 
proposed changed Auction Date to the Trustee, the Corporation, the Broker-Dcaler and the 
Securities Depository. 

(c) Notwithstanding anything herein to the contrary, prior to any change in the 
duration of any Auction Period, the Trustee shall receive a confirmation from each rating 
agency then rating any Auction Bonds at thc request of the Corporation to the effect that 
such change docs not adversely affect the rating of any Auction Bond then being rated by 
such rating agency. 

Miscellcrneous Provisioiis 

(a) The Auction Procedures may be interpreted by the Corporation to resolve 
any inconsistency or ambiguity which may arise or be revealed in connection therewith and 
such interpretation shall be binding upon the Trustcc, the Auction Agent, each Broker- 
Dealer and the Owners. 

(b) Prior to the Conversion Date, if any, applicable to an Auction Bond 

(i) except during a period in which the Auction Procedures are not to 
be implemented as a result of a default in payment on any Auction Bond, an 
Existing Owner may sell, transfer or otherwise disposc of an Auction Bond only 
pursuant to a Bid or Sell Order in accordance with the Auction Procedures or to or 
through a Broker-Dealer or to a Person that has delivered a signed copy of a Master 
Purchaser' s Letter to the Auction Agent, provided that in the case of all transfers 
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other than pursuant to Auctions such Existing Owner or its Broker-Dealer or its 
Agent Member advises the Auction Agent of such transfer and 

(ii) an Existing Owner shall have the ownership of the Auction Bond 
held by it maintained in book entry form by the Securities Depository for the 
account of its Agent Member which, in turn, is to maintain records of such Existing 
Owner' s bencficial ownership. 

(c) The provisions of the 2001 Series A/B/C/D Supplemental Indenture relating 
to the Auction Bonds and the definitions applicable hereto, including without limitation the 
definitions of Auction Rate, Default Ratc, Maximum Rate, No Auction Ratc, Minimum 
Rate, Auction Index, Auction Multiple and Auction Rate, may be amended by obtaining 
the consent of the beneficial owners of all Auction Bonds affected by such amcndment. 
If on the first Auction Date occurring at least twenty (20) days after the date on which the 
Auction Agent mailed notice to the registered owners of the Auction Bonds affected by 
such amendment, Sufficient Clearing Bids have been received or all of the Auction Bonds 
affected by such amendment are subject to Submitted Hold Orders, the proposed 
amendment shall be deemed to have been consented to by the beneficial owners of all 
Auction Bonds affected by such amendment. Any such consent or deemed consent by a 
beneficial owner shall be conclusive and binding upon such beneficial owner and all future 
beneficial owners thercof. As a condition precedent to any amendment referred to in this 
paragraph, there shall be delivered to the Trustee an opinion of Bond Counscl to the effect 
that such amendment will not adversely affect the validity of the 2001 Bonds or, with 
respect to thc Variable Ratc Tax-Exempt Bonds, the exclusion of intcrcst thercon from 
gross incomc for federal incomc tax purposcs. 
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APPENDIX E 

FORM OF MASTER PURCHASER'S LETTER 

Relating to Securities Involving Rate Settings Through Auctions 

THE COMPANY 
THE AUCTION AGENT 
A BROKER-DEALER 
AN AGENT MEMBER 
OTHER PERSONS 

Dear Sirs: 

I .  This lcttcr is dcsigncd to apply to auctions for publicly or privately offered debt or 
equity securities ("Sccuritics") of any issuer ("Company") which are dcscrihcd in any final 
prospectus, private plnccnicnt memorandum or othci- offcring materials relating to such Securities 
as thc same may he amended or supplenicnted (collectively, with respect to the particular 
Sccuritics conccrncd, thc "Prospcctus"), and which involvc pcriodic ratc settings through auctions 
("Auctions"). This lcttcr shall he for the benefit of thc Company and of any trust company or 
auction agent (collectively, "Trust Company"), broker-dealer. agent nicmbcr, scctiritics dcpository 
or other interested person in connection with any Sccuritics and rclatcd Auctions (it being 
undcrstood that such persons may hc rcquircd to cxccutc spccificd agrccmcnts and nothing hcrcin 
shall altcr such requircnicnts). The terminology uscd hcrcin is intendcd to bc general in its 
application and not to cxcludc any Sccuritics in respcct to which (in thc Prospcctus or othcrwisc) 
alternative terminology is used. 

2. We may from time to time offer to purchase, offer to scll andor  scll Securities of 
thc Company as dcscribcd in the Prospectus relating thcrcto. We agree that this Ictter shall apply 
to all such pui-chascs, sales and offers and to Securities owncd by us. We undcrstand that (a) thc 
dividend/intcrcst rate on Scctirities may bc based from time to time on the results of Auctions as 
sct foi-th in  the Prospcctus, (h) a coniponcnt of each such dividendinterest rille on Sccuritics may 
includc fces and charges owcd to the Trust Company or other interested persons, including a 
brokcr-dealer. and (c) such fces and charges may bc dcduckxl prior to our rcccipt of  such 
dividcnd/intcrcst rate. We agrcc that i n  tlic cvcnt any such fec or chargc is not so dcducted and 
is paid to us in  a circumstance in which i t  is owed to any Trust Company or othei- intcrcstcd 
person, we are not rclicvcd of our liability to such Trust Company or other intcrcstcd person for 
payment of such fee or chai-gc and we shall niakc such payment promptly upon notice delivered 
to us that such payment is due. We agree that the Trust Company or other interested pcrson may 
collcct such fecs and charges on its or all intcrcsted parties' hchalf. 

3. We agree that any bid or scll order placed by us shall constitute an irrevocable offer 
by us to purchase or scll the Securities subject to such hid or sell order, or such lesser amounts 
of Securities as we shall be required to scll or purchase as a result of such Auction, at the 
applicable price, all as set forth in  the Prospectus, and that if we fail to place a hid or sell order 
with respect to Securities owned by us with a broker-dealer on any auction date, or a broker-dealer 
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to which we communicate a bid or sell order fails to submit such bid or sell order to the Trust 
Company concerned, we shall bc dccnicd to have placcd a hold order with respect to such 
Securities as described in the Prospectus. We authorize any broker-dealer that submits a bid or 
sell order as our agent in Auctions to execute contracts for the sale of Securities covercd by such 
bid or sell order. We recognize that the paynicnt by such broker-dealer for Securities purchased 
on our behalf shall not relieve us of any liability to such brokcr-dealer for paynicnt for such 
Securities. 

4. We agree that, during the applicable pcriod as described in the Prospcctus, 
dispositions of Securities can be made only in denominations set forth in  the Prospectus and we 
will sell, transfer or otherwise dispose of any Sccurities held by 11s from time to time only pursuant 
to a bid or sell order placed in  an Auction, to or through a broker-dcalcr or, when permitted in 
the Prospectus, to a person that has signed and delivered, or caused to be delivered on its behalf, 
to the applicable Trust Company a letter substantially in  the form of this letter (or other applicable 
purchaser's letter), provided that in the case of all transfers rather than pursuant to Auctions we 
or our broker-dealer or our agcnt member shall advise such Trust Company of such transfer. We 
understand that a restrictive legend will be placed on certificates reprcscnting thc securities and 
stop-transfer instructions will be issued to the transfer agent and/or registrar, all as set forth in thc 
Prospectus. We agree to comply with any other transfer restrictions or other related procediires 
as described in the Prospectus. 

5 .  We agree that, during the applicable period as dcscribcd in tlic Prospectus, 
ownership of Securities shall be represented by one or more global certificates registered in the 
name of the applicable securities depository or its nominee, that we will not be entitled to rcccivc 
any certificate reprcscnting tlic Sccuritics and that our owiicrship of any Securities will be 
maintained in book-entry form by the securities depository for the account of our agcnt mcnibcr, 
which in turn will maintain records of our beneficial owncrship. We authorizc and instruct our 
agent member to disclose to the applicable Trust Company such information concerning our 
beneficial ownership of Securities as such Trust Company shall rcquest. 

6. We acknowledge that partial deliveries of Securities purchased in Auctions may bc 
made to us and such deliveries shall constitute good delivery as set forth in the Prospectus. 

7. 

8. 

This letter is not a commitment by us to purchase any Securities. 

This letter supersedes any prior-dated version of this master purchascr's letter, and 
supplcmcnts any prior or post-dated purchaser's letter specific to particular Sccuritics; any 
recipient of this letter may rely upon it until such recipient has rcccivcd a signcd writing anicnding 
or revoking this letter. 

9. The descriptions of Auction procedures set forth in cach applicable Prospectus arc 
incorporated by refcrencc hcrcin and, in case of any conflict between this letter and any such 
description, such description shall control. 

10. Any photocopy or reproduction of this lcttcr shall be dcemcd of equal effect as a 
signed original. 
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11. Our agent member of the sccuritics depository currently is 

12. Our personncl authorized to placc ordcrs with broker-dealers for the purposes sct 
telephone number forth in the Prospectus in Auctions currently idare 

13. 

14. 

Our taxpayer identification number is 

We agree that, during the applicablc periods dcscribcd in thc Prospcctus, if we 
decide to link our beneficial owncrship of any Sccuritics which permit such linkage with our 
beneficial owncrship of other debt or equity securitics which permit such linkage of the Company, 
or if we decide to brcak any linkage, we will instruct our agent member or our broker-dealer to 
link such bcncficial owncrship or break such linkage in accordance with the procedures set forth 
in the Prospcctus, and we acknowledge that such instruction must bc submitted through the 
applicable Trust Company and may not be given during certain periods dcscribcd in  the 
Prospectus. 

15. Wc acknowlcdgc that the Sccui-itics may be subjcct to mandatory tcndcr by us as 
dcscribcd in thc Prospcctus. We further agree that if wc should rcccivc any payment in connection 
with any tender transaction to which wc arc not cntitlcd ( a s  a rcsult of failure of another sccurity 
holdcr to providc thc tcndcr price or otherwise), wc will take such actions (including return of 
funds and rcpaynient of intcrest to any party who provided funds to us which they wcre not 
obligatcd to provide) so that all intcrcstcd partics (including any broker-dealer) are rcstorcd to the 
positions which would have obtained if the tcndcr transactions wcrc cffcctcd, or not cffcctcd, as 
the case may bc, in accordance with the provisions set forth in  thc Prospectus. 

Dated: 

Mailing addrcss of Purchasci 

(Namc of Purchascr) 

Priiitcd Namc: 

Title: 

E-3 



APPENDIX F 

CERTAIN DEFINITIONS WITH RESPECT TO THE 2001 BONDS 

"Agent Member" means a member of, or participant in, the Securities Depository who will 
act on behalf of a Bidder and is identified as u c h  in the Bidder's Master Purchaser's Letter. 

"Alternate Liquidity Facility" means any Liquidity Facility subsequent to the Tender 
Agreement that the Corporation may provide with the written consent of the Insurer pursuant to 
the 2001 Series A/B/C/D Supplemental Indcnturc; provided, however, that the delivery of each 
such Liquidity Facility shall result in  a short-term rating of2001 Bonds of not less than "A-I+ " 
(in the case of S&P) or "P-1" or "VMIG-I", as applicable (in the case of Moody's), as evidenced 
by rating letters delivered when such Liquidity Facility is delivered, or such other ratings as may 
be approved by the Corporation and the Insurer. 

"Auction" means each periodic implementation of thc Auction Procedures. 

"Auction Agent" means the auctioneer appointed in accordance with the Indenture 

"Auction Agreement" means the Auction Agreement bctwccn the Auction Agent and the 
Trustee, as it may be amended, suppleincnted or replaced from time to time with notice to the 
Insurer. 

"Auction Date" means during any period in which the Auction Procedures arc not 
suspended in accordance with the terms of the 2001 Series A/B/C/D Supplemental Indenture, the 
Business Day next preceding each Auction Period applicable to such Bonds (whether 01- not an 
Auction shall be conducted on such date) or such other date as determined by the Corporation in 
connection with the adjustnient to the Auction Period for Auction Bonds, commencing on the First 
Auction Date applicable to such Auction Bonds; provided, however, the last Auction Date for any 
Auction Bond shall be the earlier of (i) the Business Day next preceding the Auction Period next 
preceding the Conversion Date relating to such Bond and (ii) the Business Day next preceding the 
Auction Period next preceding the final maturity date of such Bond. 

"Auction Index" is described in  the Section entitled "Auction Index" in Appendix D. 

"Auction Mode Period" nieans either a Seven Day Auction Mode Period, a Thirty-Five 
Day Auction Mode Period, a Twenty-Eight Day Auction Mode Period or a Scmiannoal Auction 
Mode Period. 

"Auction Multiple" iiicans, as of any Auction Date, the percentage determined as set forth 
below, or otherwise established as described in the Section entitled "Miscellaneous Provisions" 
in Appendix D, based on the Prevailing Rating of thc Auction Bonds in effect at the close of 
business on the Business Day immediately preceding such Auction Date: 
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Prevailing Rating 
AANAaa 
A N A a  
N A  
BBB/Baa 
Below BBB/Baa 

"Auction Period" means 

Percentage of Auction Index 
140% 
150 
300 
250 
300 

(i) with respect to Auction Bonds in a Seven Day Auction Mode Period, a 
period of seven days gcncrally beginning on a Thursday (or the day following the last day 
of the prior Auction Period if the prior Auction Period does not end on a Wednesday) and 
cnding on the ncxt succeeding Wednesday (unless such Wcdnesday is not a Business Day, 
in which casc ending on the next succeeding Business Day), 

(ii) with rcspect to Auction Bonds in a Twenty-Eight Day Auction Modc Period, 
a period of twenty-eight days gcnerally beginning on a Thursday (or the day following the 
last day of thc prior Auction Period if the prior Auction Period docs not cnd on a 
Wcdnesday) and cnding on the ncxt succeeding fourth Wednesday (unless such Wednesday 
is not a Busincss Day, in which case ending on thc next succeeding Business Day), 

(iii) with rcspcct to Auction Bonds in thc Thirty-Five Day Auction Modc Period, 
a pcriod of thirty-five days gcncrally beginning on a Thursday (or the last day of the prior 
Auction Period if the prior Auction Period docs not cnd on a Wcdnesday) and ending on 
the ncxt succeeding fifth Wednesday (unless such Wednesday is not a Business Day in 
which casc ending on thc next succccding Business Day), and 

(iv) with rcspect to Auction Bonds in a Semiannual Auction Mode Period, a 
pcriod of six months generally (or shortcr period upon a conversion from another Auction 
Period) beginning on the day following the last day of the prior Auction Pcriod and ending 
on the next succccding January 3 I or July 3 1. 

"Auction Procedurcs" means the procedures for conducting auctions for Auction Bonds as 
described in Appcndix D. 

"Auction Rate" means thc rate of intcrcst to be borne by Auction Bonds for cach Auction 
Period which shall be: 

(i) for thc Initial Period, thosc intcrcst ratcs sct forth in a ccitificate of the 
Corporation with respcct to the Auction Bonds and 

(ii) after the Initial Period, 

(a) if Sufficient Clearing Bids exist, the Winning Bid Rate, 
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(b) if Sufficicnt Clcai-ing Bids do not exist (other than as a rcsult of all 
Auction Bonds bcing siibjcct to Submitted Hold Orders), the Maximum Rate, and 

(c) if all Auction Bonds are subject to Submitted Hold Orders, the 
Minimum Rate; provided, however, that, if the Auction Agcnt shall have failed to 
dcterniine the Auction Rate for any Auction Pci-iod (including, without limitation, 
thc circumstances where thcrc is no Auction Agcnt or no Broker-Dealcr), the 
Auction Ratc for such Auction Pcriod shall be thc No Auction Ratc dctcrmincd for 
such Auction Period; and providcd, furthcr, that, if an Event of Default with 
respect to the paymcnt of any dcbt scrvicc or redemption price on any Bond shall 
have occurrcd thc Auction Ratc for the Auction Period during which such Evcnt 
of Defa~ilt shall havc occui-rcd and cach Auction Pcriod thcrcaftcr commcncing 
prior to the datc on which such Evcnt of Dcfault shall have ceascd to bc continuing 
shall be thc Default Ratc for such Auction Pcriod; and providcd, furthcr, that in no 
event shall the Auction Ratc applicablc to Auction Bonds exceed 15% per annum 
in the casc of thc Variable Rate Tax-Excnipt Bonds or 25% pcr annuni in the casc 
of the Variable Ratc Taxablc Bonds or, iflcss, the maximum ratc permitted by law; 
and provided, furthcr, in thc cvcnt of a hilcd conversion from onc Auction Modc 
Pcriod to anothcr Auction Modc Pcriod or Conversion fi-om an Auction Mode 
Period to a Fixed Intcrcst Ratc, the Auction Bonds will automatically convcrt to an 
Auction Pcriod in the Scvcn Day Auction Modc Period and bcar intercst at the 
Maximum Rate for thc next Auction Period. 

"Auction Ratc Convcrsion Datc" nicans cach datc on which any 2001 Bonds arc convcrtcd 
to Auction Bonds with approval in writing by thc Insurcr, which approval may not bc 
unreasonably withheld. 

"Availablc Auction Bonds" means thc cxccss of the aggregate principal amount of 
Outstanding Auction Bonds over thc principal amount of Auction Bonds that arc the subjcct of 
Submitted Hold Orders. 

"Bid" means the information submitted by an Existing Owncr to a Broker-Dealcr as to the 
principal aniount of Outstanding Auction Bonds, if any, hcld by such Existing Owner which such 
Existing Owncr desires to continue to hold i f  thc ratc dctcrniined by the Auction Proccdurcs for 
the next succeeding Auction Pcriod shall not be lcss than the rate per anniini thcn spccificd by such 
Existing Owncr and which such Existing Ownci- dcsircs to scll on thc next succecding Auction 
Bond Interest Payment Datc if the Auction Ratc is lcss than the rate per annuni thcn spccificd by 
such Existing Owner; and, for ptirposcs of implemcnting the Auction, in order to achieve thc 
lowest possible interest ratc on thc Auction Bonds, the Broker-Dealers shall contact Potential 
Owncrs, including Persons who are Existing Owncrs, by tclcphone or othcrwisc to dctcrniinc thc 
principal amount of Auction Bonds, if any, which cach such Potential Owncr offers to purchase 
if the ratc detcrmined by the Auction Proccdurcs for the next succeeding Auction Pcriod wcrc not 
less than the ratc per annum specified by such Potcntial Owncr. 

"Bidder" means each Existing Owncr and Potential Owncr who places an Order. 
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"Bondholder" or "Holder" means, for purposes of this Official Statement, any Holder (as 
defined under the Indenture) of 2001 Bonds, except that (i) where the context so requires, such 
tcrms shall mean Holders of Bonds under the Indcnturc, and (ii) except under "Tax Matters" 
herein, so long as the 2001 Bonds are immobilized in the custody of DTC, such terms shall mean, 
for purposes of giving notice to such Bondholders or Holders, DTC or its nominee. (Sec "DTC 
and Book-Entry" herein.) 

"Broker-Dealer" means Lehman Brothers or Merrill Lynch and any broker-dealer or other 
entity that is permitted by law to perform the functions required of a Broker-Dealer on behalf of 
Existing Owners and Potential Owners of Auction Bonds, that is a Direct Participant, that has been 
selected by the Corporation with notice to the Insurer, and that is a party to a Broker-Dealer 
Agrcemcnt with the Auction Agent that remains effective. 

"Broker-Dcalcr Agreement" means a Broker-Dcalcr Agreement between a Broker Dealer 
and the Auction Agent, as may be amended from time to time, with notice to the Insurer. 

"Change Datc" means the date on which Auction Bonds are to be changed to a different 
Auction Mode Period. 

"Conversion Date" means the Business Day on which any of the 2001 Bonds arc Convcrtcd 
to a Fixed Interest Rate. 

"Convert", "Converted" or "Conversion", as appropriate, means the conversion of the 
interest rate on the 2001 Bonds to Fixed Inlerest Rates as herein dcscribcd. 

"Default Rate" means, in  rcspcct of any Auction Period, ( i )  with respect to the Variable 
Rate Tax-Exempt Bonds, three hundred perccnt (300%) of the Auction Indcx determined on the 
Auction Datc next preceding the first day of such Auction Period; providcd, howcvcr, that in no 
event shall the Default Rate exceed 15% per annum, and (ii) with respect to the Variable Rate 
Taxable Bonds, three hundred percent (300%) of the Auction Index dctcrniined on the Auction 
Date next preceding thc first day of such Auction Period; provided, however, that in no event shall 
the Default Rate exceed 25% per annuni. 

"Effective Ratc" means the rate of interest, which rate shall bc less than or equal to the 
Maximum Ratc, payable on the 2001 Bonds prior to Conversion, dctermined for each Effective 
Rate Period as herein described. 

"Effectivc Race Date" means the date on which the 2001 Bonds begin to bear interest at the 
Effective Rate. 

"Effective Ratc Period" means the period during which intcrest accrues undcr a particular 
Mode from one Effective Rate Datc to and including the day preceding the next Effective Ratc 
Date. 

"Fed AA Financial Composite CP Index" means the rate set forth in Telcrate page 
H.15(519) for each day opposite the designated maturity of 30 days uudcr the caption 
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"Commercial Paper -Financial". If such rate is not yet published in Telerate page H. 15(519), 
the rate for that date will be the rate set forth in Composite 3:30 P.M. Quotations for U.S. 
Government Securities for that day in  respect of the designated maturity of 30 days under the 
caption "Commercial Paper - Financial" (with a designated maturity of one month or three 
months being deemed to be equivalent to a designated maturity of 30 days or 90 days, 
respectively). 

"First Auction Date" means a date not later than a date sixty (60) days after the date on 
which any 2001 Bonds bccomc Auction Bonds. 

"Fixed Interest Rate" means a long-term interest rate fixed to maturity of a 2001 Bond, 
established in accordance with the 2001 Series A/B/C/D Supplemental Indenture. 

"Hold Order" means the information submitted by an Existing Owner to a Broker-Dealer 
as to the principal amount of Outstanding Auction Bonds, if any, held by such Existing Owner 
which such Existing Owner desires to continue to hold without regard to the rate determined by 
the Auction Procedures for the next succeeding Auction Period. 

"Initial Period" means a period commencing on the date on which Auction Bonds are 
authenticated and delivered and ending on the First Auction Date. 

"Liquidity Expiration Event" means either (i) the Corporation has determined to terminate 
a Liquidity Facility in whole or in part in accordance with its terms, or (ii) the Trustee has not 
received written notice on or prior to forty-five (45) days prior to the scheduled expiration of a 
Liquidity Facility that such Liquidity Facility will be extended, renewed or replaced. 

"Liquidity Facility" means, for purposes of the 2001 Bonds, any Liquidity Facility 
provided pursuant to the 2001 Series A/B/C/D Supplemental Indenture by the Corporation, 
including the Tender Agreement and any Alternate Liquidity Facility. 

"Mandatory Tender Date" means each date on which 2001 Bonds are subject to mandatory 
tender pursuant to the 2001 Series A/B/C/D Supplemental Indenture. (See "Mode Chart for 2001 
Bonds" appearing on page (i).) 

"Master Purchaser's Letter" means the Master Purchaser's Letter in substantially the form 
of the letter attached hcreto as Appendix E. 

"Maximum Rate" means 

(i) with respect to the 2001 Bonds other than Auction Bonds, 10% per annum 
in the case of the Variable Rate Tax-Exempt Bonds while covered by the Tender 
Agreement (if such Bonds are covered by an Alternate Liquidity Facility, the Corporation 
may, with the prior written consent of the Insurer, which consent shall not be unreasonably 
withheld, direct that such rate be increased up to a maximum of 15% per annum) and 10% 
per annum in the case of the Variable Rate Taxable Bonds while covered by the Tender 
Agreement (if such Bonds are covered by an Alternate Liquidity Facility, the Corporation 

F-5 



may, with the prior written consent of the Insurer, which consent shall not be unreasonably 
withheld, direct that such rate be increased up to a maximum of 25% per annum), and 

(ii) with respect to Auction Bonds, as of any Auction Date, the product of the 
Auction Index times the Auction Multiple; provided, however, that in no event shall the 
Maximum Rate exceed thc maximum rate permitted by applicable law, anything in the 
2001 Series NB/C/D Supplemental Indenturc to the contrary notwithstanding. 

"Minimum Rate" means with respect to Auction Bonds, as of any date of determination 
thereof, 75 percent of the Auction Index in effect on the date of calculation in  the case of the 
Variable Rate Tax-Exempt Bonds and 90 percent of the Auction Index in effect on the date of 
calculation in the case of the Variable Rate Taxable Bonds. 

"Mode" means the manner in which the interest rate is determined on each Rate 
Determination Date, consisting of a Daily Rate, Weekly Rate, Monthly Rate, Quarterly Rate, 
Semiannual Rate and Auction Rate. 

"Mode Change" means a change in Mode Period. 

"Mode Period" means each period beginning on the first Effective Rate Datc for the 2001 
Bonds, or the first Effective Rate Date following a change from one Mode to another (including 
a change from one Auction Mode Period to another Auction Mode Period of a different duration), 
and ending on the date immediately preceding the first Effective Rate Date following the next such 
change in Mode. (See "Mode Chart for 2001 Bonds" appearing on page (i).) 

"No Auction Rate" means, as of any Auction Datc, the rate determined as set forth below, 
based on the Prevailing Rating of the Auction Bonds in effect at the close of business on the 
Business Day immediately preceding such Auction Date: 

Prevailing Ratinr: Percentage of Auction Index 
AANAaa 140% 
A N A a  150 
N A  200 
BBBIBaa 250 
Below BBB/Baa 300 

provided, however, that in no event shall the No Auction Rate exceed the Maximum Ratc. 

"Notice Parties" means the Corporation, the applicablc Remarketing Agent, the Insurer, 
any Bank, the Tender Agent, and the Trustee. 

"Order" means, as the context requires, a Hold Order, a Bid or a Sell Order. 

"Potential Owner" any person, including any Existing Owner, (i) who shall have executed 
a Master Purchaser's Letter, and (ii) who may be interested in  acquiring Auction Bonds or, in the 
case of an Existing Owner, an additional principal amount of Auction Bonds. 
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"Prevailing Rating" means 

(a) AAA/Aaa/AAA, if thc Auction Bonds shall have a rating of AAA or better 
by S&P, a rating of Aaa or bcttcr by Moody's, and a rating of AAA or better by Fitch, 

(b) if not AANAadAAA,  then AA/Aa/AA if thc Auction Bonds shall have a 
rating of AA- or bcttcr by S&P, a rating of Aa3 or bclter by Moody's, and a rating of AA- 
or better by Fitch, 

(c) if not A A N A a d A A A  01 AA/Aa/AA, then A/A/A if the Auction Bonds 
shall havc a rating of A- or bettcr by S&P, a rating of A? or bcttcr by Moody's, and a 
rating of A- or better by Fitch, 

(d) if not AANAadAAA,  AA/Aa/AA or A/A/A, then BBB/Baa/BBB if the 
Auction Bonds shall havc a rating of BBB- or better by S&P, a rating of Baa3 or better by 
Moody's, and a rating of BBB- or better by Fitch, and 

(c) if not AANAadAAA,  AA/Aa/AA, N N A  or BBB/Baa/BBB, then Below 
BBB/Baa/BBB, whether or not the Auction Bonds arc rated by any securitics rating 
agency. 

For purposcs of this paragraph, S&P's rating categories of "AAA", "AA-", "A-" and "BBB-", 
Moody's rating categories of "Aaa", "Aa3", "A3" and "Baali," and Fitch's rating categories of 
"AAA", "AA-", "A" and "BBB-" shall be dccmed to rcfcr to and includc the respective rating 
categories correlative thcrcto i n  the cvcnt that eithcr or both of such rating agencies shall havc 
changed or modified their gcncric rating categorics or i f  any succcssor thereto appointed in  
accordancc with the dcfinitions shall usc diffcrcnt rating categories. 

"Rate Dctermination Date" mcans thc date on which the Effectivc Ratc for the Effcctive 
Ratc Period following cach such Ratc Dctcrmination Date is dctermincd, as dcscribed in the 
"Mode Chart for 2001 Bonds" appearing on pagc (i) and hcrcin. 

"Remarkcting Agent" mcans (i)  with rcspcct to the 2001 Series A Bonds and 2001 Scrics D 
Bonds, Lchnian Brothers and its succcssors and assigns, unlcss anothcr remarketing agcnt shall 
be duly appointed in accordancc with thc Indenture and (ii) with rcspect to the 2001 Scrics B 
Bonds and 2001 Scries C Bonds, Mcrrill Lynch and its succcssors and assigns, unless anothcr 
remarketing agcnt shall be duly appointcd in accordance with thc Indenturc. 

"Sell Order" means the information submitted by an Existing Owner to a Brokcr-Dealer 
as to thc principal amount of Outstanding Auction Bonds, if any, hcld by such Existing Owner 
which such Existing Owner offers to sell without rcgard to the rate determined by the Auction 
Procedures for the next succceding Auction Period. 

"Semiannual Auction Mode Period" means the period of time during which Auction Bonds 
bear interest for an Auction Pcriod of six (6) months. 
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"Seven Day Auction Mode Period" means the period of time during which Auction Bonds 
bear interest for an Auction Period of seven (7) days. 

"Seven-Day LIBOR" means the rate of interest pcr annum equal to the rate per annuni at 
which United States dollar deposits having a maturity of seven days are offered to prime banks in 
the London interbank market which appear on the Telerate Scrvicc LIBOR Page as of 
approximately 11:OO A.M. London time, on the second Business Day iinniediatcly preceding the 
Effective Rate Date. If at least two such quotations appear, Scven-Day LIBOR will be dctcrmined 
at approximately 11:OO A.M., London time, on such calculation date on the basis of the rate at 
which deposits in United States dollars having a maturity of seven days are offered to prime banks 
in the London intcrbank market by four major banks in the London interbank market selected by 
the Remarketing Agent and in a principal amount of not less than U.S. $1,000,000 and that is 
representative for a single transaction in such market at such time. The Remarketing Agent will 
request the principal London office of each of such banks to provide a quotation of its rate. If at 
least two quotations axe provided, Seven-Day LIBOR will be the arithmetic mean (rounded 
upwards, if necessary, to the nearest one-hundredth of one percent) of the rates quoted at 
approximately 11:OO A.M., New York City time on the second Business Day immediately 
preecding the Effective Rate Date by three major banks in New York, New York selected by the 
Remarkcting Agent for loans in United States dollars to leading European banks having a maturity 
of seven days and in a principal amount equal to an amount of not less the U.S. $1,000,000 and 
that is representative for a single transaction in such market at such time; provided, however, that 
if the banks selected as aforesaid are not quoting as mentioned in this sentencc, Seven-Day LIBOR 
will be Seven-Day LIBOR in effect for the imniediately preceding Weekly Mode Period. 

"Subinission Deadline" means 1:00 P.M. New York City time on each Auction Date or 
such other time on such date as shall be spccificd from time to time by the Auction Agent as thc 
tinie by which Brokers-Dealers are required to submit Orders to the Auction Agent. 

"Submitted Bid" means a Bid submitted to the Auction Agent by the Broker-Dealer. 

"Submitted Hold Order" means a Hold Order submitted to the Auction Agent by the 
Broker-Dealer. 

"Submitted Order" means an Order submitted to the Auction Agent by the Broker-Dealer. 

"Submitted Sell Order" means a Sell Order submitted to the Auction Agent by thc Broker- 
Dealer. 

"Sufficicnt Clearing Bids" with respect to any Auction, the condition in which the 
aggregate principal amount of Auction Bonds that are the subject of Submitted Bids by Potential 
Owncrs specifying one or more rates not higher than the Maxiinum Rate is not less than the sum 
of (i) the aggregate principal amount of Auction Bonds that are the subject of Submitted Bids by 
Existing Owners specifying rates higher than the Maximum Rate, and (ii) the aggregatc principal 
amount of Auction Bonds that are the subject of Submitted Sell Orders. 
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"TBMA Index" means the rate determined on the basis of an index based upon the weekly 
interest rate resets of tax-exempt variable rate issues included in a database maintained by 
Municipal Market Data which meet specific criteria established by The Bond Market Association, 
formerly the Public Securities Association. 

"Tender Agent" means U.S. BankTrust National Association, organized and existing under 
the laws of the United States of America, and its successors and assigns. 

"Thirty-Five Day Auction Mode Period" means the period of time during which Auction 
Bonds bear interest for an Auction Period of thirty-five (35) days. 

"Twenty-Eight Day Auction Mode Period" means thc period of timc during which Auction 
Bonds bear interest for an Auction Period of twenty-eight (28) days. 

"Variable Rate Taxable Bonds" means the 2001 Series C and D Bonds prior to their 
Conversion. 

"Variable Rate Tax-Exempt Bonds" means the 2001 Series A and B Bonds prior to their 
Conversion. 

"Winning Bid Rate" means the lowest rate specified in any Submitted Bid which if selected 
by the Auction Agent as the Auction Ratc would cause the aggregatc principal amount of the 
Auction Bonds that arc the subject of Submitted Bids specifying a late not greater than such ratc 
to be not less than the aggregate principal amount of Available Auction Bonds. 
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APPENDIX G 
FORM OF MBIA INSURANCE CORPORATION BOND INSURANCE POLICY 

MBIA 
FINANCIAL GUARANTY INSURANCE POLICY 

MBIA Insurance Corporation 
Armonk, New York 10504 

Policy No. m E R ]  

PARJ 
[LEGAL NAME OF ISSUE] 

Upon receipt of telephonic or telegraphic notice, such notice sub uently confirmed in wrifing by registen4 or 
mtified mad, or n receipt ofwntten notice by registered or ce&q mail, by the Insum fium the Pa . Agent or 
any owner of an %&don the payment of an Insured Amount for which is then due, that such lequm$&nent  has 
not been made, the Insurer on the due date of such papent or within one business day alter receipt of nobce of such 
nonpayment, whichever is later, will make a deposit of funds, in an account with State Street Bank and T ~ s t  
Corn y, NA., in New Yo& New Yo& or its successor, sufficient for the payment of any such Insured Amounts 

ownership of the Obligations, together with any appmpriate inshnents of assignment to evidence the assignment of 
the Insued Atnounts due on the Obligations as are ropriate lnstiuments to effect the 

Inslned Amounts on the Obli and Trust 

payment of the Insured Amounts due on such Obligations, less an amount held by the Paying Agent for e payment 
of such Insmed Amounts and I F  available therefor. This poicy does not insure agmS loss of any prepayment 
premium which may at any time 
As used herein, the term "owner" shall mean the owner of any Obligation as indicated in the books 
maintained b the Paying Agent, the Issuer, or any designee of the Issua for such pwpose. The tern owner shall not 

Obligations. 
Any ~ M c e  of rocess on the Insurer may be n d e  to $e Insurer its offices located at 113 King Street, Armonk, 
New York 10584 and such seMce of process shall be vahd and bmdmg. 
This policy is noncancellable for any reason. The premium on this policy is not refundable for any m n  including 
the payment prior to maturity of the Obligations. 
IN WITNESS WHEREOF, the Insurer has c a d  this licy to be executed in facsimile on its behalf'by its duly 
authorized officers, this [DAY] day of w o r n   YEAR^ 

whic r are then due. Upon presentment and m d e r  of such Obligations or presenknent of such other proof of 

appointment of the Insurer as agent for such owners o ? the Oblphons " .  m any leg Yf proceeding related to p e n t  of 

Company, N A ,  State Street f? ank and Trust Company, N A  shall disburse to such owners, or the Pa g Agent 

include the P ssuer or any par@ whose W m e n t  with the Issuer constitutes the underlying security for the 

'd by the Insurer, and 

'om, such instruments h g  m a form sabsfkbry to Staie Street B a n r  

x" 
payable with respect to any Obligation 

MBIA Insurance Corporation 

STDR-AKd 
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