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MBlA Insurvlce Corpontion has issucd its commibnent to insure Ute payment of h e  principal of and interest on 
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MATURITY SCHEDULE 

$17,930,000 2006 Series A Serial Bonds Price: 100% 

Maturity Principal Interest 
Date - 

June 1,2006 
December 1,2006 
June 1,2007 
December 1,2007 
June 1,2008 
December 1,2008 
June 1,2009 
December 1,2009 
June 1,2010 
December 1,2010 
June 1,201 1 
December 1,201 1 
June 1,2012 
December 1,2012 
June 1,2013 
December 1,2013 
June 1,2014 
December 1,2014 
June 1,2015 
December 1,2015 

$12,515,000 4.60% 2006 Series A Term Bonds due December 1,2020 Price: 100% CUSIP: 011832L42 

$16,055,000 4.80% 2006 Series A Term Bonds due December 1,2025 Price: 100% CUSIP: 011832L59 

$11,025,000 4.90% 2006 Series A Term Bonds due December 1,2030 Price: 100% CUSIP: 011832L67 

$31,405,000 5% 2006 Series A Term Bonds due June 1,2036 (2006 PAC Bonds) 
Priced to Yield: 4.05% CUSIP: 011832L75 

$9,745,000 4.95% 2006 Series A Term Bonds due December 1,2036 Price: 100% CUSIP: 011832L83 



No dealer, broker, rrlcrman or olher person h l r  been nuthorizcd by the Corporation o r  the Undcnnitcn to give any 
information or to nrakc m y  rcprcsentations, olhcr thnn ns contained in this Olficial Statement, and if given or made, such other 
informotion o r  rcpraentrtions must not be reUd upon ns having been nuthorized by any of the foregoing. This Omda l  
Statemcot d o n  not constitute nn oNcr tn sell or Ihc soUcltaHon of an Offer to buy. n o r ~ h d l  there be nny sale of the 2006 Bonds, 
by any pcrron in any jurisdiction in whlch It is unlawful far such pcrron to makc such ofier, solieilntion or rnlc Theinformation 
set torlh hcrcin b w  bcen ablained from the Corporation and other sources which are bcUeved to bc rdiabic, but is not 
guornnlccd as to xcurncy or complctencss and is not to bc eonstrod as a represcnlntion by the Undcnvritea AII snmmariw 
hereln of docomcnls 2nd agrcemenls arc qualilicd in their entircly by refcrenee to such documents and agrcemcnb, and dl 
summxier hcrein otlhc2006 Bonds i r e  qualified in thcir cnlirely by referenee to the form thcrcof inrlodcdin the lodcnture and 
the provislans with rcspccl thereto includcd in the afornald doeumcnts and agrecmcnls. The IntannsUon and erpresrioru of 
opinion bcrcin nre subjcd to change wilhout notice, 2nd neither UIE delivery of this Olfidal SLatement nor any sale mndc 
hereunder shall under any circumrtatlrn create any impliwtioli that there has bcen no changc in thc iatormslion o r  oplnions set 
forth herein after the dalc afthis Olficial Statcment. 

In connection with this ofkring of thc 2006 Bonds, the Underwriten may ovcrdlat o r  c f f c d  transactions nhleh 
slnbilize or mnintain thc markct priccafthc 2006 Bondr a t  3 lcvfl above that which might othcnvire prcvrn in the opcn msrket. 
Such slnbilizing, if commenced, mny bc dlrcaolinued nt m y  t imr  
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OFFICJAL STATEMENT 
OF 

ALASKA HOUSING FINANCE CORPORATION 
Relating to 

$98,675,000 Home Mortgage Revenue Bonds 
2006 Series A (AMT) 

INTRODUCTION 

This Official Statement (including the cover page, inside cover page and appendices) sets 
forth information in connection with the Corporation's Home Mortgage Revenue Bonds, 2006 
SeriesA (the "2006 Bonds"). The 2006 Bonds are authorized to be issued pursuant to 
Chapters 55 and 56 of Title 18 of the Alaska Statutes, as amended (the "Act"), an Indenture, 
dated as of May 1, 2002, as amended and supplemented (the "General Indenture"), by and 
between the Corporation and US .  Bank National Association, as trustee (the "Trustee"), and a 
2006 SeriesA Supplemental Indenture, dated as of January 1, 2006 (the "2006 Series A 
Supplemental Indenture"), by and between the Corporation and the Trustee. All bonds 
outstanding under the General Indenture (including additional bonds which may hereafter be 
issued) are referred to collectively as the "Bonds." Each series of Bonds is issued pursuant to a 
Supplemental Indenture. The General Indenture and all Supplenlental Indentures (including the 
2006 Series A Supplemental Indenture) are referred to collectively as the "Indenture." The 
Bonds issued under the Indenture prior to the issuance of the 2006 Bonds are referred to 
collectively as the "Prior Series Bonds." FOR CERTAIN DEFINITIONS USED IN THIS 
OFFICIAL STATEMENT, SEE "THE CORPORATION - CERTAIN DEFINITIONS" AND 
"SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE- CERTAIN 
DEFINITIONS." Capitalized terms used and not othenvise defined herein have the respective 
meanings ascribed thereto in the Indenture. All references to days in this Official Statement will 
mean calendar days unless stated otherwise. All references to times in this Official Statement, 
unless indicated othenvise, shall be to Eastem Time. 

The 2006 Bonds are the third Series of Bonds issued under the Indenture. As of 
October 31, 2005, the Corporation had issued Prior Series Bonds in the aggregate principal 
amount of $200,000,000, and as of such date there were Prior Series Bonds Outstanding in the 
aggregate principal amount of $194,255,000. The Corporation is permitted to issue additional 
bonds (including refinding bonds) pursuant to and secured under the Indenture ("Additional 
Bonds"), subject to certain conditions. See "Sources of Payment and Security for the Bonds - 
Additional Bonds." The 2006 Bonds will be secured on a parity with the Prior Series Bonds and 
with any Additional Bonds. 

The 2006 Bonds are being issued to provide the Corporation with funds to purchase 
Mortgage Loans. Such amounts will be available to purchase Mortgage Loans on and afler the 
date of issuance of the 2006 Bonds. See "The 2006 Bonds - Redemption Provisions - Special 
Redemption - Redemption from Amounts in the Series Account of the Program Obligation 
Fund." 

The Corporation from its general unrestricted funds will make a deposit to the Debt 
Service Reserve Account and pay costs of issuance. See "Sources of Payment and Security for 
the Bonds - Debt Service Reserve Account" and "Estimated Sources and Uses of Funds." 



Payment of principal of and interest on the 2006 Bonds on regularly scheduled payment 
dates will be insured by MBIA Insurance Corporation (the "Insurer") pursuant to a financial 
guaranty insurance policy (the "Policy"). See "The MBIA Insurance Corporation Bond 
Insurance Policy" for a description of the Insurer and the Policy and see Appendix E for a form 
of the Policy. PURSUANT TO THE 2006 SERIES A SUPPLEMENTAL INDENTURE, FOR 
SO LONG AS THE POLICY SHALL BE IN EFFECT WITH RESPECT TO THE 2006 
BONDS, THE INSURER SHALL BE CONSIDERED TO BE THE OWNER OF THE 2006 
BONDS FOR PURPOSES OF VOTING OR GIVING CONSENTS UNDER THE 
lNDENTURE. See "Summary of Certain Provisions of the Indenture." 

The underwriters listed on the cover page (collectively, the "Undewriters") will act as 
underwriters with respect to the 2006 Bonds. 

The Corporation has no taxing poiver. 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 poiver. 
The Bonds are gcneral obligations of the Corporation and are not insured or guarantced by any 
othcr governmental agency. 

The Bonds are general obligations of the Corporation for which its full faith and credit 
are pledged, subject to agreements made and 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. A significant portion of 
the assets of the Corporation is pledged to the payment of outstanding obligations of the 
Corporation. See Appendix A, which contains the most recent audited financial statements of 
the Corporation. 

It is expected that the Bonds will be primarily secured by a portfolio of Program 
Obligations, consisting of whole mortgage loans (the "Mortgage Loans"). The Bonds also may 
be secured by mortgage-backed pass-through certificates and, if there will be no adverse effect 
on the ratings then assigned to the Bonds, other mortgage instruments. The Mortgage Loans will 
be first-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 "Summary of Certain Provisions of the 
Indenture - Certain Definitions." 

The Mortgage Loans, or portions of Mortgage Loans, to be financed with proceeds 
attributable to the 2006 Bonds are referred to as the "2006 Series A Mortgage Loans." The 
Corporation currently expects that a portion of 2006 Series A Mortgage Loans will consist of the 
Available Mortgage Loans (defined below), with the balance consisting of new mortgage loan 
originations. See "Sources of Payment and Security for the Bonds - Program Obligations." 

The summaries herein of the 2006 Bonds, the Indenture, the Continuing Disclosure 
Certificate and other documents and materials are 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 be fitmished by the 
Corporation upon request. See "The Corporation - General" for the Co~poration's address and 
telephone number. 



SOURCES O F  PAYMENT AND SECURITY FOR THE BONDS 

General 

The Prior Series Bonds and the 2006 Bonds are, and any Additional Bonds issued under 
the Indenture will be, direct and general obligations of the Corporation for which its full faith 
and credit are pledged, subject to agreements made or 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 are 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 Mortgages securing 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. See 
"Sources of Payment and Security for the Bonds- Program Obligations," "Program 
Obligations" and tlie defmitions 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 be applied only 
as provided in the Indenture. Amounts in the Revenue Fund, after providing for the payment of 
(i) any amounts required to be 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) sinkiig 
fund installments; (iii) any amount needed to restore the Debt Service Reserve Account to the 
Debt Service Reserve Requirement and (iv) Program Expenses, may be withdrawn free and clear 
of the lien of the Indenture; provided that such withdrawal is indicated in the most recent Bond 
Coverage Certificate. See "Sources of Payment and Security for the Bonds - Bond Coverage 
Certificates" and "Summary of Certain Provisions of the Indenture - Revenue Fund" and '- 
Redemption Fund." 

The Bonds are secured by a Debt Service Reserve Account, a Loan Loss Fund and a 
Special Reserve Account. See "Sources of Payment and Security for the Bonds - Debt Service 
Reserve Account," "- Loan Loss Fund" and 'L Special Reserve Account." 

Program Obligations 

The lendable proceeds of the Prior Series Bonds have been fully expended to finance 
Mortgage Loans (the "Prior Series Mortgage Loans"). For a description as of October 31,2005 
of the Prior Series Mortgage Loans, see "Program Obligations- Mortgage Loans- Prior 
Series Mortgage Loans." 



The Corporation currently holds a portfolio of warehoused mortgage loans with an 
aggregate principal balance as of Octoher31, 2005 of approximately $86.3 million (the 
"Available Mortgage Loans"). For a description as of Octoher31, 2005 of the Available 
Mortgage Loans, see "Program Obligations - Mortgage Loans - Available Mortgage Loans." 
The Corporation expects to purchase a significant portion of the Available Mortgage Loans with 
proceeds attributable to the 2006 Bonds. However, no assurance is given as to what portion, if 
any, of the Available Mortgage Loans will be allocated to the 2006 Bonds. 

Mortgage Loans are 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 years but not more than 30 years. The Prior Series Mortgage Loans consist of, 
and 2006 Series A Mortgage Loans are expected to consist of, conventional Mortgage Loans; 
Mortgage Loans subject to a guarantee of the United States Department of Veterans Affairs 
(formerly the Veterans Administration; the "VA"), the United States Department of Housing and 
Urban Development ("HUD), or Rural Development (formerly the Farmers Home 
Administration of the United States Department of Agriculture; "FmHA"); and Mortgage Loans 
insured by the Federal Housing Administration ("FHA"). The Mortgage Loans will be serviced 
by qualifying eligible servicing institutions, which generally are the originating institutions. See 
"Program Obligations." 

Any Mortgage Loan with an original principal amount exceeding SO% of the value of the 
mortgaged property is required to be (i) insured by FHA, (ii) guaranteed by the VA, HUD, or 
%HA, 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 80%. 
See "Program Obligations -Primary Mortgage Insurance." 

Debt Service Reserve Account 

Upon delivery of the 2006 Bonds, a deposit is expected to be made to the credit of the 
Debt Service Reserve Account in the 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 "Debt Service Reserve Requirement") at least equal to the sum of the Debt 
Service Reserve requirements established for each Series of Outstanding Bonds. The Debt 
Service Reserve requirement established for the 2006 Bonds is an amount equal to 2% of the 
sum of (a) the outstanding principal balance of 2006 Series A Mortgage Loans and (b) all other 
amounts on deposit in the 2006 Series Account of the Program Obligation Fund, or such greater 
amount as may be fixed by a further Authorizing Indenture. See "Summary of Certain 
Provisions of the Indenture - Revenue Fund." 

If at noon on the third Business Day prior to any Debt Service Payment Date the amount 
on deposit, or to he deposited on such Debt Service Payment Date, in the Interest Account, the 
Principal Account and the General Account is less than the amount required to pay, or to 
reimburse the payment of, Debt Service Payments on such Debt Service Payment Date, any 
deficiency in each such Account shall be 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, including the Loan 
Loss Fund and ihe Special Reserve Account. 



The Corporation covenants that it will maintain in the Debt Service Reserve Account an 
amount at least equal to the Debt Service Reserve Requirement. 

At the election of the Corporation, any amounts in excess of the Debt Service Reserve 
Requirement that remain in the Debt Service Reserve Account on a Debt Service Payment Date 
shall either (i) be transferred to the related Series Account of the Revenue Fund or (ii) be 
withdrawn and paid over to the Corporation free and clear of the lien and pledge of the Indenture 
if the most recent Bond Coverage Certificate shows Bond Coverage after such withdrawal; 
provided that (a) all Debt Service on the Bonds then due shall have been paid on such Debt 
Service Payment Date and that all amounts then due from the Corporation or Trustee to the 
counterparties of any Hedging inshuments shall have been paid on such Debt Service Payment 
Date and @) no such withdrawal may be made during any period when proceeds of any Series of 
Bonds 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, nor for sixty days 
following any such period. Any amounts in excess of the Debt Service Reserve Requirement 
that remain in the Debt Service Reserve Account on or after the fifth day following an Debt 
Service Payment Date will be transferred by the Trustee upon the direction of the Corporation to 
the related Series Account of the Revenue Fund. 

Amounts on deposit in the Debt Service Reserve Account are to be invested in 
Investment Securities. As of October 3 1,2005, the aggregate amount of hvestments on deposit 
in the Debt Service Reserve Account was approximately $4.2 million, which amount was at least 
equal to the Debt Service Reserve Requirement on such date. The amount on deposit in the Debt 
Service Reserve Account will be at least equal to the Debt Service Reserve Requirement on the 
date of issuance of the 2006 Bonds. See "Estimated Sources and Uses of Funds" and "Summary 
of Certain Provisions of the Indenture - Revenue Fund." 

Loan Loss Fund 

The General Indenture permits, but does not require, the establishment of Loan Loss 
Coverage with respect to a Series of Bonds in the related Authorizing Indenture. The 2006 
Series A Supplemental Indenture does not establish Loan Loss Coverage with respect to the 2006 
Bonds. The Prior Series Bonds Supplemental Indentures establish Loan Loss Coverage with 
respect to the Prior Series Bonds in the form of a Series Loan Loss Requirement. The Indenture 
requires that the Loan Loss Fund be maintained at all times in an amount equal to the sum of the 
Series Loan Loss Requirements, if anv. established with resuect to each Series of Bonds in the . . 
related Authorizing indenture; (the "Loan Loss ~e~uirement"). The Series Loan Loss 
Requirements with respect to the Prior Series Bonds are percentages of the Prior Series Mortgage 
LO&S that are not covered by a mortgage pool i n s b c e  and that do not underfie 
Mortgage Certificates. (No Prior Series Mortgage Loans are covered by a mortgage pool 
insurance policy or underlie Mortgage Certificates.) Such percentages are determined by the 
nature of the assets on deposit in the Loan Loss Fund, are based upon criteria established by the 
Rating Agencies, including criteria related to mortgage loan credit risk. The Prior Series Bonds 
Supplemental Indentures each provide that the Corporation may revise the respective Series 
Loan Loss Requirement in any fashion upon confirmation from the Rating Agencies that such 
revision, in and of itself, will not adversely affect the then current Unenhanced Ratings assigned 
to the Bonds. 



As of October31, 2005, amounts on deposit in the Loan Loss Fund consisted of 
investments with an acquisition valuz of approximately $0.8 million and of Mortgage Loans with 
an aggregate principal balance of approximately $17.3 million, which amounts were in the 
aggregate at least equal to the Loan Loss Requirement as of such date. The amount on deposit in 
the Loan Loss Fund will be at least equal to the Loan Loss Requirement on the date of issuance 
of the 2006 Bonds. While amounts on deposit in the Loan Loss Fund are pledged under the 
Indenture, earnings and payments received with respect to such amounts do not constitute 
Pledged Revenues under the Indenture. The General Indenture permits, but does not require, 
Loan Loss Coverage in addition to any primary mortgage insurance covering Mortgage Loans 
for subsequent Series of Bonds. 

If, on the third Business Day prior to any Debt Service Payment Date, the amount on 
deposit, or to be deposited on such Debt Service Payment Date, in the Interest Account, the 
Principal Account and the General Account is less than the amount required to pay Debt Service 
payments on such Debt Service Payment Date, any deficiency will be 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, including the 
Loan Loss Fund. The Corporation may, at any time, withdraw from the Loan Loss Fund an 
amount equal to Uncovered Loan Losses. The Corporation shall transfer all such withdrawn 
amounts to the applicable Series Subaccount of the General Account of the Redemption Fund to 
be used to redeem Bonds of the applicable Series at the earliest practicable redemption date. In 
addition, amounts in the Loan Loss Fund in excess of the sum of (i) the Loan Loss Requirement 
and (ii) current and expected Uncovered Loan Losses, may at any time be withdrawn and paid to 
the Corporation free and clear of the lien and pledge of the Indenture. See "Summary of Certain 
Provisions of the Indenture - Loan Loss Fund." 

Special Reserve Account 

The Prior Series Bonds Supplemental Indentures created a Special Reserve Account 
within the Revenue Fund, into which the Corporation may deposit moneys fiom time to time. 
The Prior Series Bonds Supplemental Indentures permit the Corporation to withdraw, free and 
clear of the lien and pledge of the Indenture, amounts in the Special Reserve Account upon the 
delivery of a Bond Coverage Certificate demonstrating Bond Coverage (as defmed under 
"Summary of Certain Provisions of the Indenture - Certain Definitions") exclusive of amounts 
in the Special Reserve Account and confirmation from the Rating Agencies that such withdrawal 
will not, in and of itself, adversely affect the Unenhanced Ratings on the Bonds. 

If, on the third Business Day prior to any Debt Service Payment Date, the amount on 
deposit, or to be deposited on such Debt Service Payment Date, in the Interest Account, the 
Principal Account and the General Account is less than the amount required to pay Debt Service 
payments on such Debt Service Payment Date, any deficiency will be 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, including the 
Special Reserve Account. 



Bond Coverage Certificates 

The Corporation is required to deliver to the Trustee a certificate showing Bond 
Coverage upon the occurrence of various events under the Indenture, including, but not limited 
to, (i) the delivery of a Series of Bonds, (ii) any selection of Bonds for special redemption on a 
basis requiring delivery of a Bond Coverage Certificate, or (iii) any release of moneys fiee and 
clear of the lien of the Indenture to the Corporation. 

In addition, any such Bond Coverage Certificate delivered to the Trustee is required to 
conform to the requirements of the Indenture and any Supplemental Indenture, including any tax 
covenants contained therein. See "Summary of Certain Provisions of the Indenture- Tax 
Covenants." 

The Indenture provides that the Corporation may in the future use a method of calculation 
of Bond Coverage other than the method specified in the Indenture if the new method will not 
adversely affect the Unenhanced Ratings then assigned to the Bonds by the Rating Agencies. No 
assurance can be given that the assumptions used in a Bond Coverage Certificate will in fact be  
realized. 

Additions1 Bonds 

Additional Bonds (including refunding Bonds) may be issued pursuant to the General 
Indenture upon compliance with the provisions thereof, which include the requirement that.no 
Additional Bonds may be issued (i) without the delivery of a Bond Coverage Certificate to the 
T ~ s t e e  and (ii) unless the Unenhanced Ratings then assigned by the Rating Agencies to the then 
Outstanding Bonds (including the 2006 Bonds) will not be reduced as a result of the issuance of 
such Additional Bonds. The 2006 Bonds and all other Bonds issued under the Indenture will 
rank on a parity with each other; therefore, the availability of money for repayment of the 2006 
Bonds could be significantly affected by the issuance of Additional Bonds. See "Sources of 
Payment and Security for the Bonds - Bond Coverage Certificates" and "Summary of Certain 
Provisions of the Indenture -Issuance of Additional Bonds." 

The Corporation is also permitted to issue bonds which are separately secured andlor 
which are also general obligations of the Corporation. 

THE MBIA INSURANCE CORPORATION BOND INSURANCE POLICY 

Tl7e following infornlation has been fimished by the Insrrrer for use in this Oflcial 
Statement. Rejrence is made to Appendix E for a specimen of the Policy. 

The Insurer does not accept any responsibility for the accuracy or completeness of this 
Official Statement or any information or disclosure contained herein, or omitted hereeorn, other 
than with respect to the accuracy of the information regarding the Policy and the Insurer set forth 
under the heading "The MBIA Insurance Corporation Bond Insurance Policy." Additionally, the 
Insurer makes no representation regarding the 2006 Bonds or the advisability of investing in the 
2006 Bonds. 



The MBIA Insurance Corporation Insurance Policy 

The 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 interest on, the 2006 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 fiom default or otherwise, other than any advancement of maturity pursuant to a 
mandatory sinking fund payment, the payments guaranteed by the Policy shall be made in such 
amounts and at such times as such payments of principal would have been due had there not 
been any such acceleration, unless the Insurer elects in its sole discretion, to pay in whole or in 
part any principal due by reason of such acceleration); and (ii) the reimbursement of any such 
payment which is subsequently recovered &om-any Owner of the 2006 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 Policy does not insure against loss of any prepayment premium which may at any 
time be payable with respect to any 2006 Bonds. The 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 2006 Bonds upon tender by an owner thereof; or (iv) any Preference 
relating to (i) through (iii) above. The Policy also does not insure against nonpayment of 
principal of or interest on the 2006 Bonds resulting from the insolvency, negligence or any other 
act or omission of the Trustee or any other paying agent for the 2006 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 the Insurer fiom the Trustee or any owner of a 2006 Bond the payment of an insured 
amount for which is then due, 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 later, will make a deposit of funds, in an account with U.S. Bank Trust National 
Association (a division of the Trustee), 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 2006 Bonds or presentment of such other proof of ownership of the 2006 Bonds, together 
with any appropriate inshments of assignment to evidence the assignment of the insured 
amounts due on the 2006 Bonds as are paid by the Insurer, and appropriate instruments to effect 
the appointment of the Insurer as agent for such owners of the 2006 Bonds in any legal 
proceeding related to payment of insured amounts on the 2006 Bonds, such instruments being in 
a form satisfactory to US.  Bank Trust National Association, U.S. Bank Trust National 
Association shall disburse to such owners or the Trustee payment of the insured amounts due on 
such 2006 Bonds, less any amount held by the Trustee for the payment of such insured amounts 
and Iegally available therefor. 

MBIA Insurance Corporation 

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 
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or claims against the Insurer. The Insurer is domiciled in the State of New York and licensed to 
do business in and subject to regulation under the laws of all 50 states, the District of Columbia, 
the Commonwealth of Puerto Rico, the Commonwealth of the Northern Mariana Islands, the 
Virgin Islands of the United States and the Territory of Guam. The Insurer, either directly or 
through subsidiaries, is licensed to do business in the Republic of France, the United Kingdom 
and the Kingdom of Spain and is subject to regulation under the laws of those jurisdictions. 

The principal executive offices of the Insurer are located at 113 King Street, Atmonk, 
New York 10504 and the main telephone number at that address is (914) 273-4545. 

Regulation 

As a financial guaranty insurance company licensed to do business in the State of New 
York, the Insurer is subject to the New York Insurance Law which, among other things, 
prescribes minimum capital requirements and contingency reserves against liabilities for the 
Insurer, limits the classes and concentrations of investments that are made by the Insurer and 
requires the approval of policy rates and forms that are employed by the Insurer. State law also 
regulates the amount of both the aggregate and individual risks that may be insured by the 
Insurer, the payment of dividends by the Insurer, changes in control with respect to the Insurer 
and transactions among the Insurer and its affiliates. 

The Policy is not covered by the PropertyICasualty Insurance Security Fund specified in 
Article 76 of the New York Insurance Law. 

Iiinancial Strength Ratings of MBIA 

Moody's Investors Service, Inc. rates the financial strength of the Insurer "Aaa." 

Standard & Poor's, a division of The McGraw-Hill Companies, Inc. rates the financial 
strength of the Insurer "AAA." 

Fitch Ratings rates the financial strength of the Insurer "AAA." 

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

The above ratings are not recommendations to buy, sell or hold the 2006 Bonds, and such 
ratings may be subject to revision or withdrawal at any time by the rating agencies. Any 
downward revision or withdrawal of any of the above ratings may have an adverse effect on the 
market price of the 2006 Bonds. The Insurer does not guaranty the market price of the 2006 
Bonds nor does it guaranty that the ratings on the 2006 Bonds will not be revised or withdrawn. 

MBIA Financial Information 

As of December 31,2004, the Insurer had admitted assets of $10.3 billion (unaudited and 
restated), total liabilities of $7.0 billion (unaudited and restated), and total capital and surplus of 
$3.2 billion (unaudited. and restated) determined in accordance with statutory accounting 



practices prescribed or permitted by insurance regulatory authorities. As of September 30, 2005 
the Insurer had admitted assets of $10.8 billion (unaudited), total liabilities of $7.1 billion 
(unaudited), and total capital and surplus of $3.7 billion (unaudited) determined in accordance 
with statutory accounting practices prescribed or permitted by insurance regulatory authorities. 

For further information concerning the Insurer, see the consolidated financial statements 
of the Insurer and its subsidiaries as of December 31,2004 and December 31,2003 and for each 
of the three years in the period ended December 31,2004, prepared in accordance with generally 
accepted accounting principles, included in the Annual Report on Form IOWA of the Company 
for the year ended December 31, 2004 and the consolidated financial statements of the Insurer 
and its subsidiaries as of September 30, 2005 and for the nine month periods ended September 
30, 2005 and September 30, 2004 included in the Quarterly Report on Form 10-Q of the 
Company for the period ended September 30, 2005, which are hereby incorporated by reference 
into this Official Statement and shall be deemed to be a part hereof. 

Copies of the statutory financial statements filed by the Insurer with the State of New 
York Insurance Department are available over the Internet at the Company's web site at 
http://www.mbia.com and at no cost, upon request to the Insurer at its principal executive 
offices. 

Incorporation of Certain Documents by Reference 

The following documents filed by the Company with the Securities and Exchange 
Commission (the "SEC") are incorporated by reference into this Official Statement: 

(I)  The Company's Annual Report on Form IOWA for the year ended December 31, 
2004; and 

(2) The Company's Quarterly Report on Form 10-Q for the quarter ended September 
30,2005. 

Any documents, including any financial statements of the Insurer and its subsidiaries that 
are included therein or attached as exhibits thereto, filed by the Company pursuant to Sections 
13(a), 13(c), 14 or 15(d) of the Exchange Act after the date of the Company's most recent 
Quarterly Report on Form 10-Q or Annual Report on Form 10-WA, and prior to the termination 
of the offering of the 2006 Bonds offered hereby shall be deemed to be incorporated by reference 
in this Official Statement and to be a part hereof fiom the respective dates of filing such 
documents. Any statement contained in a document incorporated or deemed to be incorporated 
by reference herein, or contained in this Official Statement, shall be deemed to be modified or 
superseded for purposes of this Official Statement to the extent that a statement contained herein 
or in any other subsequently filed document which also is or is deemed to be incorporated by 
reference herein modifies or supersedes such statement. Any such statement so modified or 
superseded shall not be deemed, except as so modified or superseded, to constitute a part of this 
Official Statement. 

The Company files annual, quarterly and special reports, information statements and 
other information with the SEC under File No. 1-9583. Copies of the Company's SEC filings 
(including (1) the Company's Annual Report on Form 10-WA for the year ended December 31, 
2004, and (2) the Company's Quarterly Reports on Form 10-Q for the quarters ended March 31, 
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2005, June 30, 2005 (included as restated in third quarter 10-Q) and September 30, 2005) are 
available (i) over the Internet at the SEC's web site at http://www.sec.gov; (ii) at the SEC's 
public reference room in Washington D.C.; (iii) over the Internet at the Company's web site at 
http://www.mbia.com; and (iv) at no cost, upon request to the Insurer at its principal executive 
offices. 

ESTIMATED SOURCES AND USES O F  FUNDS 

The estimated sources and uses of hnds with respect to the 2006 Bonds, exclusive of 
accrued interest, are expected to be approximately as follows: 

Sources 

Principal Amount of 2006 Bonds 
Corporation Funds 
Original Issue Premium 
TOTAL 

uscs 

Deposit to 2006 Series Account of 
Program Obligation Fund $100,000,000 
Deposit to Debt Service Reserve Account 2,000,000 
Payment of Costs of Issuance 250,000 
Payment of Underwriting Fee 694.598 
TOTAL $M,944,598 

THE 2006 BONDS 

General 

The 2006 Bonds will be dated, interest thereon will be payable on the dates, and such 
bonds will be issuable in the denominations, as set forth on the cover page. 

The 2006 Bonds will mature on the dates and in the amounts, and will bear interest 
(calculated on the basis of a 360-day year of twelve 30-day months) fiom their dated date to 
maturity (or prior redemption) at the applicable rates, as set forth on the inside cover page. 

No transfer or exchange of any 2006 Bond will be required to be made during the five 
days preceding any date established by the Trustee for the selection of 2006 Bonds for 
redemption. 

The 2006 Bonds are being issued only as fully registered bonds without coupons, in 
book-entry form only, registered in the name of Cede & Co., as registered owner and nominee 
for DTC, which will act as securities depository for the 2006 Bonds. See "Book Entry Only" 
below. 
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Redemption Provisions 

Special Redenrptiorr 

Redemnptionfiom Anrounts in the Series Account of the Program Obligation Fund. The 
2006 Bonds are subject to redemption at 100% of the original issue price thereof, plus accrued 
interest, from amounts in the 2006 Series A Account of the Program Obligation Fund not applied 
to purchase Program Obligations, at the option of the Corporation, on any date on or after 
December 1, 2006. Any amounts remaining in the 2006 Series A Account of the Program 
Obligation Fund on October 1, 2007 are required by the 2006 Series A Supplemental Indenture 
to be applied to redeem 2006 Bonds on December 1, 2007, at 100% of the original issue price 
thereof, plus accrued interest, unless the Corporation extends such dates in accordance with the 
Indenture, which requires, among other things, the filing of a Bond Coverage Certificate. 
Notwithstanding the foregoing, any amounts remaining in the 2006 Series A Account of the 
Program Obligation Fund on June 1, 2009 are required by the 2006 Series A Supplemental 
Indenture to be applied to redeem 2006 Bonds on July 25, 2009, at 100% of the original issue 
price thereof, plus accrued interest. Amounts available to redeem 2006 Bonds as described in 
this paragraph may be applied at the direction of the Corporation to any maturity of the 2006 
Bonds, provided that the ratio of 2006 Bonds maturing June 1, 2036 ("2006 PAC Bonds") 
Outstanding to all 2006 Bonds Outstanding immediately following such redemption may not be 
less than such ratio immediately prior to such redemption. 

Redemption fioui Amounts in the Series Subaccount of the General Account of the 
Redenrption Fund. The 2006 Bonds are subject to redemption at 100% of the principal amount 
thereof, plus accrued interest, on any date beginning June 1,2006, from amounts deposited in the 
2006 Series A Subaccount of the General Account of the Redemption Fund. Amounts deposited 
in the 2006 Series A Subaccount of the General Account of the Redemptiou Fund may, at the 
option of the Corporation, be applied at the direction of the Corporation to redeem any maturity 
of the 2006 Bonds; providedthat such amounts may be applied to redeem 2006 PAC Bonds only 
if and to the extent that the principal amount of such Bonds Outstanding exceeds the 2006 PAC 
Amount (set forth below) for the related period, unless othenvise required by the Code; provided 
further, hoiveve,; that such amounts representing 2006 Series A Net Prepayments (defined 
below) may be applied to redeem 2006PAC Bonds in any amount if no other 2006 Bonds 
remain Outstanding. 

Amounts deposited in the 2006 Series A Subaccount of the General Account of the 
Redemption Fund are expected to consist primarily of (i) Pledged Revenues in excess of 
(a) scheduled debt service on the 2006 Bonds, (b) any amount required to replenish the Debt 
Service Reserve Account to the Debt Service Reserve Requirement, and (c) any amount required 
to fund the payment of Program Expenses; and (ii) amounts transferred at the option of the 
Corporation from the Loan Loss Fund equal to Uncovered Loan Losses with respect to 2006 
Series A Mortgage Loans. 

The Corporation may also transfer amounts from other Series Accounts of the Revenue 
Fund to the 2006 SeriesA Subaccount of the General Account of the Redemption Fund to 
redeem 2006 Bonds. See "Summary of Certain Provisions of the Indenture - Revenue Fund." 
Proceeds of the sale of Program Obligations constitute Pledged Revenues and may under certain 



circumstances be deposited in the Redemption Fund and used to redeem Bonds. See "Summary 
of Certain Provisions of the Indenture - Sale of P r o p  Obligations." 

At the option of the Corporation and upon filing a Bond Coverage Certificate, some of or 
all the amounts in the 2006 Series A Account of the Revenue Fund may be transferred (i) to the 
2006 Series A Account of the Program Obligation Fund for the purchase of additional Program 
Obligations (provided that for such a transfer a Bond Coverage Certificate must be filed only if 
required by the Rating Agencies), (ii) to other Series Accounts of the Redemption Fund to 
redeem Bonds of other Series, or (iii) to the Corporation free and clear of the lien of the 
Indenture. See "Summary of Certain Provisions of the Indenture - Revenue Fund." 

Applicable Federal tax law requires redemption of the 2006 Bonds on or before certain 
dates and in certain amounts in order to maintain the exclusion fiom gross income for Federal 
income tax purposes of interest on the 2006 Bonds. See "Tax Matters - Other Requirements 
Imposed by the Code - Required Redemptions." Current Federal tax law requires a payment to 
the United States from certain mortgagors whose mortgage loans are originated after 
December 31, 1990. See "Tax Matters- Other Requirements Imposed by the Code- 
Recapture Provision." Since such recapture requirement remains in effect with respect to any 
mortgage loan subject thereto for a period ending nine years from the closing of such mortgage 
loan, the Corporation is unable to predict what effect, if any, such requirement will have on the 
origination or prepayment of Mortgage Loans to which such provision applies. 

Special hfa~~dafory Redeniprion. The 2006 PAC Bonds are subject to mandatory 
redemption, at 100% of the principal amount thereof, plus accrued interest, from amounts 
deposited in the 2006 Series A Subaccount of the General Account of the Redemption Fund or 
any other source of funds, on each June 1 and December 1, commencing December 1,2006, in 
an amount equal to the lesser of (i) 2006 Series A Net Prepayments (defined below) and (ii) the 
amount by which the principal amount of such Bonds then Outstanding exceeds the 2006 PAC 
Outstanding Amount (set forth below and subject to adjustment as described below) for the 
related period. 

"2006 Series A Net Prepayments" means, with respect to any June 1 or December 1, 
commencing December I, 2006, an amount equal to the difference of @)the sum of 
(i) aggregate scheduled principal repayments of 2006 Series A Mortgage Loans through such 
date and (ii) aggregate principal prepayments of 2006 Series A Mortgage Loans received as of 
the 60"' day prior to such date; less CI) the sum of (a) aggregate scheduled principal (including 
sinking fund payments) of 2006 Bonds due through such date and (b) aggregate prepayments of 
2006 Series A Mortgage Loans received as of the 60Ih day prior to such date and previously 
applied to redeem 2006 PAC Bonds pursuant to the provisions described above under the 
subheading "Redemption from Amounts in the Series Subaccount of the General Account of the 
Redemption Fund" and under this subheading "Special Mandatory Redemption." 



2006 PAC 
Outstanding 

Period Ending Amounts 
December 1.2006 $3 1.140.000 
June 1,200i 30:135:000 
December 1,2007 
June 1,2008 
December 1,2008 
June 1,2009 
December 1,2009 
June 1,2010 
December 1,2010 
June 1,201 1 
December I, 201 1 
June 1,2012 
December 1,2012 
June 1,2013 
December 1,2013 
June 1,2014 
December 1,2014 
June 1,2015 and thereafter 

The 2006 PAC Outstanding Amounts (subject to adjustment as described below) are 
based on assumptions (the "2006 PAC Assumptions") that include, among other assumptions, 
(a) receipt of principal prepayments on 2006 Series A Mortgage Loans in an amount equal to 100 
percent of the Bond Market Associalion's (formerly known as the Public Securities Association) 
standard prepayment speed assumption model ("PSA") for 30-year mortgage loans (as further 
described below) and (b)procecds of the 2006 Bonds being used to purchase Available 
Mortgage Loans as herein described. See "Program Obligations- Mortgage Loans- 
Available Mortgage Loans." If 2006 PAC Bonds are redeemed as described above under 
"Redemption from Amounts in the Series Account of the Program Obligation Fund" (an 
"Unexpended Proceeds Redemption"), then each 2006 PAC Outstanding Amount will be 
recalculated to be an amount equal to the product of (i) the original 2006 PAC Outstanding 
Amount and (ii) the fraction whose numerator is the remainder of (a) the original principal 
amount of 2006PAC Bonds less @) the cumulative principal amount of 2006PAC Bonds 
redeemed pursuant to all such Unexpended Proceeds Redemptions, and whose denominator is 
the original principal amount of 2006 PAC Bonds. 

The 2006 PAC Assumptions may differ from the assumptions made in establishing the 
dates and amounts of the Sinking Fund Installments and maturities of the 2006 Bonds. See 
"Assumptions Regarding Revenues, Debt Service Requirements, and Program Expenses." The 
Corporation makes no representation that actual experience will conform to the 2006PAC 
Assumptions. If actual experience differs from the 2006PAC Assumptions, the principal 
amount of 2006PAC Bonds actually redeemed in each semiamual period pursuant to the 
provision described under this subheading may differ from that derived from the 2006 PAC 
Outstanding Amounts. 



Prepayments on mortgage loans are commonly measured relative to a prepayment 
standard or model. The PSA model represents an assumed monthly rate of prepayment of the 
then outstanding principal balance of a pool of new mortgage loans. PSA does not purport to be 
either an historical description of the prepayment experience of any pool of mortgage loans or a 
prediction of the anticipated rate of prepayment of any pool of mortgage loans, including the 
Mortgage Loans purchased with proceeds of the 2006 Bonds. One hundred percent PSA 
assumes prepayment rates of 0.2 percent per year of the then-unpaid principal balance of such 
mortgage loans in the first month of the life of the mortgage loans and an additional 0.2 percent 
per year in each month thereafter (for example, 0.4 percent per year in the second month) until 
the 30th month. Beginning in the 30th month and in each month thereafter during the life of the 
mortgage loans, 100 percent PSA assumes a constant prepayment rate of six percent per year. 
Multiples will be calculated from this prepayment rate series; e.g., 200 percent PSA assumes 
prepayment rates will be 0.4 percent per year in month one, 0.8 percent per year in month two, 
reaching 12 percent per year in month 30 and remaining constant at 12 percent per year 
thereafter. 

The weighted average life of a bond refers to the average of the length of time that will 
elapse from the date of issuance of such bond to the date each installment of principal is paid, 
weighted by the amount of such installment. The weighted average life of 2006 PAC Bonds will 
be influenced by, among other factors, the rate at which principal prepaymen.ts on 2006 Series A 
Mortgage Loans are received. 

Set forth in the following table are the projected weighted average lives (in years) of 
2006 PAC Bonds, based upon various rates of prepayment of the 2006 Series A Mortgage Loans 
expressed as percentages of the PSA standard prepayment model. The Corporation has made no 
projections as to the weighted average lives of 2006 PAC Bonds at rates of prepayment of the 
2006 Series A Mortgage Loans exceeding 500% of PSA. The table assumes, among other 
things, that (i) I00 percent of the moneys deposited in the 2006 Series A Account of the Program 
Obligation Fund for the purpose of purchasing Program Obligations will be used to purchase 
2006 Series A Mortgage Loans by January 26,2006, (ii) all such Mortgage Loans are prepaid at 
the percentage of PSA indicated on the table, (iii) all principal prepayments and scheduled 
principal repayments of such Mortgage Loans are timely received and the Corporation 
experiences no foreclosure losses on such Mortgage Loans, (iv) there will be no optional 
redemption of such Bonds, (v) amounts available under the Indenture to be applied to the special 
redemption of Bonds will only be used to redeem Bonds of the related Series, and (vi) the 
remaining Bonds of a Series will not be redeemed as a consequence of the aggregate principal 
amount of such Bonds then Outstanding becoming equal to or less than 15% of the original 
aggregate principal amount of such Bonds. Some or all of such assumptions are unlikely to 
reflect actual experience. 



Prepayment Speed 
(expressed as a 

Projected Weighted 
Average Life 

(in vears) 
24.9 
17.4 
10.9 
6.3 
5.0 
5.0 
5.0 
5.0 
5.0 
5.0 

The PSA model does not purport to be a prediction of the anticipated rate of prepayment 
of the 2006 Series A Mortgage Loans, and there is no assurance that such principal prepayments 
will conform to any of the assumed prepayment rates. No representation is made as to the 
percentage of the priincipal balance of the 2006 Series A Mortgage Loans that will be paid as of 
any date or as to the overall rate of prepayment. 

Redeniption When 2006 Bonds Outstanding are 15% or Less of Initial Principal Amount. 
The 2006 Bonds are subject to redemption at 100% of the principal amount thereof, plus accrued 
interest, in whole on any date at the option of the Corporation and upon filing a Bond Coverage 
Certificate, fiom any source of funds, if the aggregate principal amount of then Outstanding 2006 
Bonds (taking into account any 2006 Bonds otherwise to be redeemed on such date) is less than 
or equal to 15% of the aggregate initial principal amount of the 2006 Bonds ($14,801,250). 

Sirlkirtg Frrnd Redemption 

The 2006 Term Bonds are subject to mandatory redemption in part from sinking fund 
payments at 100% of the principal amount thereof, plus accrued interest, on the respective dates 
and in the respective principal amounts set forth below: 



Sinking Fund Payments 
ZOO6 Term Bonds 2006 Term Bonds ZOO6 Term Bonds 2006 Term Bonds 2006 Term Bonds 

Maturing Maturing Maturing Maturing Maturing 
Date - December 1.2020 December 1.2025 December 1,2030 June 1,2036 December 1,2036 

June 1,2016 S1.120,OOO 
December 1,2016 
June 1.2017 
~ e c A b e r  1,2017 
June 1,2018 
December I ,  2018 
June 1,2019 
December 1,2019 
June 1,2020 
December 1,2020 
June 1,2021 
December 1,2021 
June 1,2022 
December 1,2022 
June 1,2023 
December I, 2023 
June 1,2024 
December 1,2024 
June 1.2025 
December 1,2025 
June 1,2026 
December I, 2026 
June 1,2027 
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 
June 1,2033 
December 1.2033 
June 1,2034 
December 1,2034 
June 1,2035 
December I, 2035 
June 1,2036 
December 1.2036 

Stated Maturity 
Any redemption (other than a mandatory redemption from sinking fund payments) of 

2006 Term Bonds of a particular maturity will be credited against future sinking fund payments 
for such maturity (i) on a reasonably proportionate basis or (ii) on such other basis as shall be 
directed by the Corporation. 



Optional Redenzption 

The 2006 Bonds are subject to redemption, on any date on or after June 1,2015, in whole 
or in part, of any maturity as directed by the Corporation, at the option of the Corporation, &om 
any source of funds, at 100% of the principal amount thereof, plus accrued interest. 

Selecfio~t 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 redeemed (i) on a pro rata basis (which is defied in the 
Indenture 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 Coverage 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 are to be redeemed, the 
particular Bonds of such maturity of such Series to he redeemed will be selected by the Trustee 
by lot, using such method of selection as it deems proper in its discretion; provided, however, 
that the Tmstee shall select for redemption first any Bank Bonds of such maturity, if any, and 
second the remaining Bonds of such maturity. 

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 Indenture. Following purchase, such Bonds will he 
canceled. 

Notice of Redenzpriort 

Notice of the redemption, identifying the 2006 Bonds or portion thereof to be redeemed, 
will be given by the Trustee by mailing a copy of the redemption notice by fmt 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 2006 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. 

Book Entry Only 

General 

The 2006 Bonds will be issued as fully registered bonds in the name of Cede & Co., as 
nominee of DTC, as registered owner of the 2006 Bonds. Purchasers of such Bonds will not 
receive physical delivery of bond certificates. For purposes of this Official Statement, so long as 
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all of the 2006 Bonds are immobilized in the custody of DTC, references to holders or owners of 
2006 Bonds (except 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 the 2006 Bonds. The 2006 Bonds will be issued 
as fully-registered securities in the name of Cede & Co., DTC's partnership nominee ("Cede"), 
or such other name as may be requested by an authorized representative of DTC. One fully- 
registered 2006 Bond certificate will be issued for each maturity of each Series thereof set forth 
on the inside cover page in the aggregate principal amount of each such maturity, and will be 
deposited with DTC. 

DTC, the world's largest securities depository, is a limited-purpose trust company 
organized under the New York Banking Law, a %anking organization" within the meaning of 
the New York Banking Law, a member of the Federal Reserve System, a "clearing corporation" 
within the meaning of the New York Uniform Commercial Code, and a "clearing agency" 
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. 
DTC holds and provides asset servicing for over 2.2 million issues of U.S. and non-U.S. equity 
issues, corporate and municipal debt issues, and money market instiiunents from over 
85 countries that DTC's participants ("Direct Participants") deposit with DTC. DTC also 
facilitates the post-trade settlement among Direct Participants of sales and other securities 
transactions in deposited securities, through electronic computerized book-entry tmsfers and 
pledges between Direct Participants' accounts. This eliminates the need for physical movement 
of securities certificates. Direct Participants include both US.  and non-U.S. securities brokers 
and dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC 
is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation ("DTCC). 
DTCC, in tum, is owned by a number of Direct Participants of DTC and Members of the 
National Securities Clearing Corporation, Fixed Income Cleating Corporation and Emerging 
Markets Clearing Corporation (NSCC, FICC, and EMCC, also subsidiaries of DTCC), as well as 
by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and the National 
Association of Securities Dealers, Inc. Access to the DTC system is also available to others such 
as both US. and non-US. securities brokers and dealers, banks, trust companies, and clearing 
corporations that clear through or maintain a custodial relationship with a Direct Participant, 
either directly or indirectly ("Indirect Participants"). DTC has S&P's highest rating: AAA. The 
DTC Rules applicable to its Participants are on file with the Securities and Exchange 
Commission. 

Purchases of 2006 Bonds under the DTC system must be made by or through Direct 
Participants, which will receive a credit for the 2006 Bonds on DTC's records. The ownership 
interest of each actual purchaser of each 2006 Bond ("Beneficial Owner") is in turn to be 
recorded on the Direct and Indirect Participants' records. Beneficial Owners will not receive 
written confirmation from DTC of their purchase. Beneficial Owners are, however, expected to 
receive written confirmations providing details of the transaction, as well as periodic statements 
of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner 
entered into the transaction. Transfers of ownership interests in the 2006 Bonds are to be 
accomplished by entties made on the books of Direct and Indirect Participants acting on behalf 



of Beneficial Owners. Beneficial Owners will not receive certificates representing their 
ownership interests in 2006 Bonds, except in the event that use of the book-entry system for the 
2006 Bonds is discontinued. 

To facilitate subsequent transfers, all 2006 Bonds deposited by Direct Participants with 
DTC are registered in the name of DTC's partnership nominee, Cede, or such other name as may 
be requested by an authorized representative of DTC. The deposit of 2006 Bonds with DTC and 
their registration in the name of Cede or such other nominee do not effect any change in 
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the 2006 
Bonds; DTC's records reflect only the identity of the Direct Participants to whose accounts such 
2006 Bonds are credited, which may or may not be the Beneficial Owners. The Direct and 
Indirect Participants will remain responsible for keeping account of their holdings on behalf of 
their customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by 
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to 
Beneficial Owners will be governed by arrangements among them, subject to any statutory or 
regulatory requirements as may be in effect from time to time. Beneficial Owners of 2006 
Bonds may wish to take certain steps to augment transmission to them of notices of significant 
events with respect to the 2006 Bonds, such as redemptions, tenders, defaults and proposed 
amendments to the Indenture. For example, Beneficial Owners of 2006 Bonds may wish to 
ascertain that the nominee holding the 2006 Bonds for their benefit has agreed to obtain and 
transmit notices to Beneficial Owners. 

Redemption notices shall be sent to DTC. If less than all of a maturity of a Series of the 
2006 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 the 2006 Bonds unless authorized by a Direct Participant in accordance with DTC's 
Procedures. 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 accoyts the 2006 Bonds are credited on the record 
date (identified in a listing attached to the Omnibus Proxy). 

Payments of principal and interest on the 2006 Bonds will be made to Cede, or such other 
nominee as may be requested by an authorized representative of DTC. DTC's practice is to 
credit Direct Participants' accounts, upon DTC's receipt of h d s  and corresponding detail 
information from the Corporation or the Trustee on a payable date in accordance with their 
respective holdings shown on DTC's records. Payments by Participants to Beneficial Owners 
will be governed by standing instructions and customary practices, as is the case with securities 
held for the accounts of customers in bearer form or registered in "street name," and will be the 
responsibility of such Participant and not of DTC, the Trustee, or the Corporation, subject to any 
statutory or regulatory requirements as may be in effect from time to time. Payment of principal 
and interest to Cede (or such other nominee as may be requested by an authorized representative 
of DTC) is the responsibility of the Trustee or the Corporation, disbursement of such payments 
lo Direct Participants will be the responsibility of DTC, and disbursement of such payments to 
the Beneficial Owners will be the responsibility of Direct and Indirect Participants. NEITFLER 



THE CORPORATION NOR THE TRUSTEE WTLL HAVE ANY RESPONSIBILITY OR 
OBLIGATION TO SUCH PARTICIPANTS, TO THE PERSONS FOR WHOM THEY ACT 
AS NOMINEES WITH RESPECT TO THE 2006 BONDS, OR TO ANY BENEFICIAL 
OWNER M RESPECT OF THE ACCURACY OF ANY RECORDS MAINTAIIED BY DTC 
OR ANY DIRECT OR INDIRECT PARTICIPANT, THE PAYMENT BY DTC OR ANY 
DIRECT OR INDIRECT PARTICIPANT OF ANY AMOUNT M RESPECT OF THE 
PRINCIPAL OR REDEMPTION PRICE OF OR INTEREST ON THE 2006 BONDS, ANY 
NOTICE THAT IS PERMITTED OR REQUIRED TO BE GIVEN TO BONDHOLDERS 
UNDER THE INDENTUFS, 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 2006 BONDS OR ANY OTHER ACTION TAKEN BY 
DTC AS REGISTERED BONDOWNER 

DTC may discontinue providing its services as securities depository with respect to the 
2006 Bonds at any time by giving reasonable notice to the Corporation or the Trustee. Under 
such circumstances, in the event that a successor securities depository is not obtained, 2006 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 successor securities depository). In that event, 2006 Bond certificates will be 
required to be printed and delivered as described in the Indenture. 

If bond certificates are issued, the principal and interest due upon maturity or redemption 
of any of the 2006 Bonds will be payable at the ofice of the Trustee, as paying agent, upon 
presentation and surrender of such 2006 Bonds by the registered owner thereof on or after the 
date of maturity or redemption, as the case may be. Payment of the interest on each 2006 Bond 
(prior to the maturity or earlier redemption thereof) will be made by the Trustee to the registered 
owner of such 2006 Bond by check mailed by first class mail on the Interest Payment Date to 
such registered owner as of the Record Date at the address appearing on the registration books 
relating to the 2006 Bonds. 

If bond certificates are issued, the 2006 Bonds may be transferred and exchanged by the 
registered owner thereof or the registered owner's attorney duly authorized in writing, upon 
surrender thereof together with a written instrument of transfer satisfactory to the Trustee duly 
executed by the registered owner or the registered owner's duly authorized attorney at the oftice 
of the Trustee in Seanle, Washington. For every such exchange or transfer the Corporation or 
the Trustee may charge the transferee to reimburse it for any tax, fee or other governmental 
charge required to be paid with respect to such transfer or exchange. The Trustee is not 
obligated to make any such transfer or exchange during the 10 days next preceding the mailing 
of notice of any proposed redemption of any 2006 Bond, nor of any 2006 Bond so selected for 
redemption, nor 10 days prior to an Interest Payment Date. If any 2006 Bond is mutilated, lost, 
stolen or destroyed, the Trustee may execute and deliver a new 2006 Bond or 2006 Bonds of the 
same interest rate, maturity and principal amount as the 2006 Bond or 2006 Bonds so mutilated, 
lost, stolen or destroyed, provided that such 2006 Bond is surrendered to the Trustee, or evidence 
of loss, destruction or thef?, together with satisfactory indemnity, is provided to the Trustee. The 
fees and expenses of the Corporation and the Trustee in connection with such replacement shall 
be paid by the owner. 



ASSUMPTIONS REGARDING REVENUES, DEBT SERVICE 
REQUIREMENTS AND PROGRAM EXPENSES 

The Corporation expects that the scheduled 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 the earnings thereon 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 2006 Bonds, the following assumptions, among others, were made by the Corporation: 

(1) no Additional Bonds will be issued; 

(2) proceeds of the 2006 Bonds will be used on January26, 2006 to purchase 
Available Mortgage Loans that as of October31, 2005 bore interest at the rates and had 
outstanding principal balances and weighted average remaining terms as described under 
"Program Obligations - Mortgage Loans - Available Mortgage Loans"; 

(3) proceeds of the 2006 Bonds will be used to purchase approximately $14 million 
principal amount of 2006 Series A Mortgage Loans on January 26,2006, with terms of 30 years 
from origination and a weighted average rate of interest of approximately 5.45% per annum; 

(4) upon the issuance of the 2006 Bonds, the Corporation will with respect to such 
Bonds make deposits &om its unrestricted general funds to the Debt Service Reserve Account 
and pay costs of issuance as reflected under "Estimated Sources and Uses of Funds"; 

(5) scheduled principal of and interest on Mortgage Loans will be paid on the thirtieth 
(30th) day following the scheduled payment date therefor, and Mortgage Loans will not be 
prepaid or otherwise terminated prior to maturity; 

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

(7) amounts in all Funds and Accounts under the Indenture will be invested at an 
annual rate of 1.75% for the fmt four years following delivery of the 2006 Bonds, and 2.00% 
thereafter, except that amounts in the Loan Loss Fund were not considered in establishing the 
dates and amounts of the maturities of the 2006 Bonds; 

(8) the Servicers will he paid a monthly servicing fee of one-twelfth of 5% of the 
then outstanding aggregate principal balance of the Mortgage Loans; and other semiannual 
Program Expenses of the Corporation and the Trustee under the Program will be equal to .055% 
of the principal amount of then outstanding Program Obligations in the Program Obligation 
Fund; and 

(9) the annual premium due on the Policy will be equal to 0.0325% of the amount of 
then Outstanding 2006 Bonds. 



The Corporation believes it is reasonable to make such assumptions, but no 
representation is made that the assumptions reflect any particular set of historical circumstances, 
no assurance can be given that actual receipt of amounts under the Indenture will be sufficient to 
pay debt service on the Bonds (including the 2006 Bonds) when due and Program Expenses of 
the Corporation and the Trustee under the Program, and to ihe extent that actual experience 
differs from any of the assumptions, availability of such amounts may be significantly affected. 
The Corporation has a history of actively recycling Mortgage Loan prepayments and excess 
revenues into new qualifying mortgage loans when economically appropriate and also when 
economically appropriate of using such amounts to redeem bonds and refund such redeemed 
bonds and thereafter make new qualifying mortgage loans, and presently intends to continue to 
do both. 

PROGRAM OBLIGATIONS 

Mortgage Loans 

Prior Series Mortgage Loans 

The following table sets forth certain information as of October 31, 2005 regarding the 
Prior Series Mortgage Loans. 



. Coupon. Outstanding Weighted Average 
Interest Principal Remaining Term 

Rate Balance 
0.000f% $ 13.547.402 
3.000 
3.125 
3.750 
3.875 
4.000 
4.125 
4.250 
4.375 
4.500 
4.625 
4.750 
4.875 
5.000 
5.125 
5.250 
5.375 
5.500 
5.625 
5.750 
5.875 
6.000 
6.125 
6.250 
6.375 
6.500 
6.625 
6.750 
6.875 
7.000 
7.500~ 
8.000~ 

TOTAL 

[in months) 
340 

t Represent participations in toms with a wcigliled avenge coupon of 5.30% per m u m .  

The following table sets forth certain information as of October 31, 2005 regarding the 
type of primary mortgage insurance coverage originally applicable to the Prior Series 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 Prior Series Loans. No representation is made 
as to the amount of private mortgage insurance coverage provided by carriers whose claims- 
paying ability is rated investment grade or better by Moody's, S&P or Fitch. 



Percentage of Total 
Prior Series 

Outstanding Mortgage Loans by 
Principal Outstanding 

DIE Balance Principal Balance 
FHA Insurance $97,400,642 5 1.45% 
VA Guarantee 3 1,665,366 16.73 
Uninsurcdt 26,969,543 14.25 
Private Mortgage Insurance 18,852,925 9.96 
FMH Insurance 14,436,235 - 7.63 
TOTAL $U9,24.W! 

t Uninsured Mortgage Loans represent loans in which the original loan-lo-value ratio was not in excess of 80% 
and insurance coverage was therefore no1 required. 

The following table sets forth certain information as of October 31, 2005 regarding the 
type of dwellings securing Prior Series Mortgage Loans. 

Percentage of Total 
Prior Series 

Outstanding Mortgage Loans'by 
Principal Outstanding 

Property Type Balance Principal Balance 
I-Unit Detached Dwellinrrs $1 11.241.359 58.76% " 
Condominiums 62,087,934 32.79 
2-4 Unit Dwellings 7,874,501 4.16 
Zero Lot Line Dwellings 5,199,483 2.75 
PUDs 
TOTAL 

The following table sets forth certain information as of October31,2005 regarding the 
location of the mortgaged property securing Prior Series Mortgage Loans. 



Propertv Location 
Anchorage 
Wasilla 
Fairbanks 
Palmer 
Eagle River 
North Pole 
Other 
Juneau 
Kodiak 
Kenai 
Soldotna 
Ketchikan 
Chugiak 
TOTAL 

Available Mortgage Loans 

Percentage of Total 
Prior Series 

Outstanding Mortgage Loans by 
Principal Outstanding 

Princioal ~ a l a k e  
58.53% 

The following table sets forth certain information as of October 31, 2005 regarding the 
Available Mortgage Loans. The Corporation generally intends to allocate a significant portion if 
not all of the Available Mortgage Loans to the 2006 Bonds. However, no assurance is given as 
to what portion, if any, of the Available Mortgage Loans will be allocated to the 2006 Bonds. 



Coupon 
Interest 

0.000%' 
4.125 
4.250 
4.375 
4.500 
4.625 
4.750 
4.875 
5.000 
5.125 
5.250 
5.375 
5.500 
5.625 
5.750 
5.875 
7.500' 
7.750' 
7.875' 
8.000' 
TOTAL 

Outstanding 
Principal 
Balance 

$5,734,933 
269,370 
265,251 

1,452,729 
1,291,689 
4,602,286 
1,333,674 
2,174,104 
2,955,364 
4,546,454 
3,057,28 1 

11,256,212 
8,759,484 

17,238,101 
3,161,157 

743,303 
9,140,491 

118,396 
101,867 

Weighted Average 
Remaining Term 

(in months) 
350 
359 
359 
359 
345 
358 
358 
358 
358 
358 
358 
358 
355 
358 
359 
359 
35 1 
353 
354 
354 

t Represent participations in loans with a wcighted averagc coupon of approximately 5.30% per annum. 

The following table sets forth certain information as of October 31, 2005 regarding the 
type of primary mortgage insurance coverage originally applicable to the Available 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 Available Mortgage Loans. No representation 
is made as to the amount of private mortgage insurance coverage provided by carriers whose 
claims-paying ability is rated investment grade or better by Moody's, S&P or Fitch. 



Percentage of Total 
Available 

Outstanding Mortgage Loans by 
Principal Outstanding 

IDS Balance Principal Balance 
FHA Insurance $37.547.736 43.50% 
VA Guarantee 17;866;324 20.70 
Uninsuredyt 16,461,425 19.07 
Private Mortgage Insurance 7,742,838 8.97 
FMH Insurance 6,692.989 - 7.75 
TOTAL 1QILM% 

tt Uninsured Mortgage Loans represent loans in which the original loan-to-value ratio was not in excess of  80% 
and insurance coverage was thcrcfore not required. 

The following table sets forth certain information as of October 31, 2005 regarding the 
type of dwellings securing Available Mortgage Loans. 

Percentage of Total 
Available 

Outstanding Mortgage Loans by 
Principal Outstanding 

Property Tvpe Balance Principal Balance 
1-Unit Detached Dwellings $53,438,272 61.91% 
Condominiums 31,291,503 36.25 
2-4 Unit Dwellings 1,312,738 1.52 
PUDs 268,801 0.31 
TOTAL $.8.6,311,313. m% 

The following table sets forth certain information as of October 31,2005 regarding the 
location of the mortgaged property securing Available Mortgage Loans. 



Propertv Location 
Anchorage 
Wasilla 
Eagle River 
Palmer 
Fairbanks 
Juneau 
North Pole 
Other 
Chugiak 
Kenai 
Ketchikan 
Kodiak 
Soldotna 
TOTAL 

Outstanding 
Principal 
Balance 

$48,186,326 
8,779,365 
7,720,163 
5,565,704 
4,303,629 
4,066,374 
2,046,227 
1,704,522 
1,359,434 

8 13,244 
778,678 
592,022 
395.623 

$- 

Percentage of Total 
Available 

Mortgage Loans by 
Outstanding 

Principal ~ a l a n c e  
55.83% 

Mortgage Servicing 

Prior to purchasing any Mortgage Loan, the Corporation requires the originating 
institution (which generally thereafter acts as the servicer (the "Servicer")) to furnish to the 
Corporation the original mortgage note and copies of (i) the deed of trust, (ii) an assignment of 
the deed of trust, (iii) the mortgage insurance certificate, or guarantee, if applicable, and (iv) a 
title insurance policy in an amount equal to the unpaid principal due on the Mortgage Loan. The 
Corporation also requires generally that all taxes, assessments and water and sewage charges 
have been duly paid and that a hazard insurance policy exist in an amount equal to the unpaid 
principal due on the mortgage. The S e ~ c e r  services the mortgage loan for a fee, which is a 
monthly charge at an annual rate of generally )/s of 1% on the unpaid principal due on such 
mortgage loan. The Corporation has adopted standards for qualifying eligible servicing 
institutions and undenniting and servicing guidelines with respect to the recording of and 
collection of principal and interest on the Mortgage Loans and the rendering to the Corporation 
of an accounting of funds collected. The servicing of a Mortgage Loan includes the 
responsibility for foreclosure, but not the bearing of any expenses thereof. The Servicer is 
expected to encourage the curing of any default in scheduIed mortgage payments, and is required 
to pay, from scheduled mortgage payments, taxes, assessments, levies and charges, and 
premiums for hazard insurance and mortgage insurance, as they may become due. 

Regularly scheduled.principal and interest payments on the Mortgage Loans are required 
to be deposited by the Servicer with a depository bank to be held in escrow for the Trustee. Such 
fimds (net of applicable servicing fees) are remitted to the depository by the Servicer on the day 
following receipt when total collections of such Servicer equal or exceed $2,500. Such funds are 
held in a custodial account and invested for the benefit of the Trustee pending their transfer once 
a month to the Trustee. Additional monthly payments on the Mortgage Loans, representing 
payments for such items as property taxes and mortgage insurance, are retained by the Servicer 
and applied as necessary. 
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The Corporation maintains detailed Mortgage Loan collection information on its internal 
data processing system. The Corporation's system generates the collection reports and 
consolidates actual collections by individual bond series. 

The Corporation reviews individual Servicer reports to ascertain the extent of mortgagor 
payment delinquencies and Servicer processing delays in order to determine the appropriate 
corrective action, if any, to be taken by the Corporation or the Servicer. Under 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 interest of the Trustee on 
behalf of the owners of the Bonds in the mortgaged property. Each assignment is required to be 
recorded with the appropriate real property recording ofice for the jurisdiction in which the 
mortgaged property is located. The Indenture pledges, to the Trustee and the owners of the 
Bonds, the Mortgage Loans, the related deeds of trust, the Pledged Revenues and any and all 
assets held in any Fund or Account (except the Rebate Fund) under the Indenture. Section 
18.56.120 of the Act provides that such a pledge is valid and bindingfrom the time the pledge is 
made and, further, that any assets or revenues so pledged are 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 the pledge. Physical custody of each mortgage note is retained by 
the Corporation and the related deed of trust is retained by the originating lending institution. 
Notwithstanding the fact that the Trustee does not have physical possession of those instruments, 
and while Bond Counsel is unaware of any controlling judicial precedent, it is the opinion of 
Bond Counsel that the effect 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 
T ~ s t e e  (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 of certain primary mortgage insurance and guarantees (relating 
to individual Mortgage Loans) is only a brief outline and does not purport to summarize or 
describe all of the provisions thereof. 

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 private 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%, @) 
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%. The 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 the 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 insurance or VA, HUD or FmHA 
guarantee must be maintained for the entire period during which the Corporation owns an 
interest in the Mortgage Loan. A private mortgage insurance policy is required 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 mortgaged 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 lender upon the failure of a 
mortgagor to make any payment or to perform any obligation under the insured or guaranteed 
mortgage loan and the continuance of such failure for a stated period. In order to receive 
payment of insurance benefits, a mortgage lender, such as the Corporation, normally must 
acquire title to the property, either through foreclosure or conveyance in lieu of foreclosure, and 
convey such title to the insurer. Alternatively, where it 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 such property be restored to its original condition (reasonable wear 
and tear excepted) by the mortgage lender prior to such conveyance or assignment. 

Standard Homeowner Insurance Policies 

The following is a brief description of standard homeowner insurance policies and 
reference must be made to the actual underlying policies for a complete and accurate description. 

Each mortgagor is required to maintain for the mortgaged property a standard 
homeowner's insurance policy in an amount which is not less than (i) the maximum insurable 
value of the mortgaged property or (ii) the unpaid principal amount of the Mortgage Loan, 
whichever is less. The insurance policy is required to be written by an insurance company 
qualified to do business in the State and qualified to provide insurance on or in connection with 
mortgages purchased by the Federal Home Loan Mortgage Corporation ("FHLMC") or the 
Federal National Mortgage Association ("FNMA"). The mortgagor pays the cost of the standard 
homeowner insurance policy. 

In general, a standard homeowner's form of fire with extended coverage policy insures 
against physical damage to or destruction of the improvements on the property by fue, lightning, 
explosion, smoke, windstorm, hail, riot, strike, and civil commotion, subject to the conditions 
and exclusions particularized in each policy. Policies typically exclude physical damage 
resulting from the following: war, revolution, governmental action, floods and other water- 



related causes, earth movement (including earthquakes, landslides and mud-slides), nuclear 
reactions, wet or dry rot, vermin, rodents, insects or domestic animals, theft, and, in certain 
cases, vandalism. 

Alaska Foreclosure Law 

The real estate security instrument customarily used in the State is the deed of trust. The 
parties to the deed of trust are the trustor (debtor), trustee and beneficiary (lender). Trustees are 
commonly title insurance companies. Both summary and judicial foreclosure proceedings are 
permitted. The deed of trust does not effect a conveyance of legal title, which remains in the 
hutor. The beneficiary acquires a security interest (lien) which may be enforced in accordance 
with the terms of the deed of trust and State statutes. Failure of the trustor to perform any of the 
covenants of the deed of trust generally constitutes an event of default entitling the beneficiary to 
declare a default and exercise its right of foreclosure. 

I 
Summary foreclosure may be used 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 p~ovisions which permit summary foreclosure. Following a default by the trustor, upon 
request of the beneficiary and not less than three months before the sale, the trustee must record a 
notice of default in the recording district in which the property is located. Within 10 days after 
recording'the notice of default, the trustee must mail a copy of the notice of default to the trustor, 
any successors in interest to the trustor, anyone in possession or occupying the property, and 
anyone who has an interest subsequent to the interest of the trustee in the deed of trust. If the 
default may be cured by the payment of money, the trustor may cure the default at any time prior 
to sale by payment of the sum in default without acceleration of the principal which would not 
then be due 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 more times, the 
trustee may elect to refuse payment and continue the foreclosure proceeding 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 sale 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 made at public auction at a courthouse of the superior court 
in 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 the notice of default and an affidavit of 
publication of the notice must be recorded in 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 redeemer is entitled to a conveyance of the property. 

TfIE CORF'ORATION 

Certain Definitions 

"Authority" means the Alaska State Housing Authority. 

'Board" means the Board of Directors of the Corporation. 

"Committee" means the Legislative Budget and Audit Committee. 

"Department" means the former Department of Community and Regional Affairs. 

"Dividend Plan" means the dividend plan adopted by the Board in 1991 to transfer one- 
half of the lesser of its unrestricted net income or total net income to the State. 

"Division" means The Public Housing Division of the Corporation. 

"Financial Plan" means the Corporation's internally prepared financial operating plan 
which compared projected financial requirements with anticipated financial resources. 

"HALF'means the Housing Assistance Loan Fund. 

"HOAP Program" means the Corporation's Home Owners Assistance Program. 

"HUD" means the U.S. Department of Housing and Urban Development. 

"LB&A" means Legislative Budget and Audit. 

"1995 Report" means the LB&A report dated February 9,1995. 

"1999 Report" means the LB&A report dated June 14, 1999. 

"RE0 means real estate owned. 

"Self-Liquidity Bonds" means, collectively, the Corporation's $33,000,000 
Governmental Purpose Bonds (University of Alaska), 1997 SeriesA; the Corporation's 
$62,450,000 Housing Development Bonds, 2000 SeriesA and B; the Corporation's 
$370,170,000 Governmental Purpose Bonds, 2001 Series A, B, C and D; the Corporation's 
$37,870,000 Housing Development Bonds, 2002 Series D, and the Corporation's $60,250,000 
State Capital Project Bonds, 2002 Series C. 

"Transfer Plan" means the capital appropriation bill and agreement between the 
Corporation and the State described in the first paragraph under the caption "The Current 
Transfer Plan." 



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 cake advantage of tax-exempt financing permitted under Federal income tax law. 
Mortgages which meet applicable Federal income rax requirements are financed by selling tax- 
exempt bonds. All other mortgages generally are financed through the issuance of taxable bonds 
or from internal funds. A substantial portion of the Corporation's mortgage purchase activities 
were funded in the taxable debt markets, including issuance of taxable 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 independent originating lending 
institutions operating throughout the State, a portfolio of mortgage loans which, at October 31, 
2005, had an unamortized principal balance of approximately $3.3 billion. On July 1, 1992, the 
Corporation succeeded to the public housing functions of the Authority and the rural housing and 
residential energy hc t ions  of the Department pursuant to legislation enacted in the State's 1992 
legislative session. As a result, the rights and obligations created by bonds and notes that were 
previously issued by the Authority became rights and obligations of the Corporation. 

The Corporation prepares and publishes on its website a monthly Mortgage and Bond 
Disclosure Report containing detailed information concerning characteristics of  the 
Corporation's mortgage loan portfolios and outstanding bond issues, including bond redemptions 
and mortgage prepayments. The Corporation presently intends to continue to provide such 
information, but is not legally obligated to do so. Certain financial and statistical information 
relating to the Corporation and its programs under this heading "The Corporation" was obtained 
from the audited and unaudited financial statements of the Corporation dated June 30, 2005 and 
September 30, 2005, respectively. Certain additional financial and statistical information 
relating to the Corporation and its programs under this heading "The Corporation" was obtained 
from the October 2005 Mortgage and Bond Disclosure Report. Copies of such financial 
statements and disclosure reports may be obtained upon request from the Corporation. The 
Corporation's main office is located at 4300 Boniface Parkway, Anchorage, Alaska 99504, and 
its telephone number is (907) 338-6100. Electronic versions of the financial statements and 
disclosure reports are available at the Corporation's website. 

Board of Directors, Staff and Organization 

The Corporation is required by law to comply (except for the procurement provisions of 
the Alaska Executive Budget Act), and does comply, with the State budget process. The 
Corporation administratively operates within the State Department of Revenue. The Board of 
Directors of the Corporation is comprised of the Commissioner of Revenue, the Commissioner 
of Commerce, Community and Economic Development and the Commissioner of Health and 
Social Services, as well as four members from the following sectors of the general public 
appointed by the Governor to serve two-year terms: one member with expertise or experience in 
fmance or real estate; one member who is a rural resident of the State or who has expertise or 
experience with a regional housing authority; one member who has expertise or experience in 
residential energy efficient home-building or weatherization; and one member who has expertise 
or experience in the provision of senior or low-income housing. The powers of the Corporation 
are vested in and exercised by a majority of its Board of Directors then in office, who may 



delegate such powers and duties as appropriate and permitted under the Act. The Corporation's 
current members of its Board of Directors are as follows: 

Mr. Franklin C. Roppel 
Chair 

Mr. Bert Sharp 

Mr. Marty Shuravloff 

Mr. N. Claiborne Porter 

Mr. Bill Corbus 
Commissioner, Alaska 
Department of Revenue 

Mrs. Karleen Jackson 
Commissioner, Alaska 
Department of Health & 
Social Services 

Mr. Bill Noll 
Commissioner, Alaska 
Department of 
Commerce, 
Community & Economic 
Development 

Location 

Retired 
Wrangell, Alaska 

Retired 
Fairbanks, Alaska 

Executive Director, Kodiak Island Housing Authority 
Kodiak, Alaska 

President, NCP Design/Build Ltd. 
Anchorage, Alaska 

Mr. Thomas Boutin (designee) 
Deputy Commissioner, Alaska Department of Revenue 
Juneau, Alaska 

Ms. Janet Clarke (designee) 
Director of Administrative Services, Alaska Department of 
Health & Social Services 
Juneau, Alaska 

Mr. Mark Davis (designee) 
Director of Division of Banking and Securities 
Anchorage, Alaska 

The following sub-committees of the Board of Directors have been established. Audit 
Committee, Investment Advisory Committee, Housing Budget and Policy Committee, and the 
Personnel Committee. 

As of October31, 2005, the Corporation's staff consisted of approximately 315 
employees organized into 10 departments: Administrative Services, Mortgage Operations, Public 
Housing, Finance and Accounting, Planning and Program Development, Audit, Corporate 
Communications, Budget, Personnel, and Research and Rural Development. The principal 
officers and staff are as follows: 

Daniel R Fauske - Chief Executive Officer/Executive Director. Mr. Fauske joined the 
Corporation on March 1, 1995. Prior to joining the Corporation, Mr. Fauske worked for the 
North Slope Borough in Barrow, Alaska from 1985 until 1993. During this time, Mr. Fauske 
served as Budget Director, Chief Fiscal Officer, and Chief Administrative Officer and managed a 



$1.2 billion capital improvement program while at the Borough. Mr. Fauske holds a master's 
degree in business administration from Gonzaga University. 

Michael Buller - Deputy Executive Director. Mr. Buller has been with the Corporation 
since June 1995, and previously served as Chief Administrative Officer. He previously worked 
for the North Slope Borough from 1987 through 1993 as Budget Manager and Deputy Director 
of the Depaxtment of Administration & Finance. From August 1993 through June 1995, 
Mr. Buller was employed as Assistant City Manager for the City of Unalaska. Mr. Buller holds a 
master's degree in business administration from Gonzaga University. 

Joseph M. Dubler - Chief Financial Officer/Finance Director. Mr. Dubler has been with 
the Corporation since 1989, and previously served as Senior Fiance Officer, Finance Officer, 
Financial Reporting Officer and Financial Analyst II. Mr. Dubler was an auditor with a public 
accounting firm from 1986 through 1989. Mr. Dubler is a certified public accountant, certified 
cash manager, and a graduate of San Francisco State University with a Bachelor of Science 
degree in business administration. 

Barbara Baker - Director, Planning and Program Development. This department is 
responsible for the Corporation's program planning, grant writing and h d  development. 
Ms. Baker worked at the Authority, prior to its merger with the Corporation, for four years as 
Director of Construction and Development. Ms. Baker has been in. state government service 
since 1979, has held other management positions and has served as an economist with the Alaska 
Department of Labor. Ms. Baker holds a Bachelor of Arts degree in urban and regional planning 
fiom Western Washington University. 

Robert L. Brean - Director, Research and Rural Development. Mr. Brean served 
previously as Deputy Commissioner of the Department of Community and Regional Affairs. He 
was with the Departrnenf with the exception of two years, since 1983. Bom in the village of 
Tanacross, Alaska, he has served as President of the Village Corporation for 22 years. A 
shareholder of Doyon Inc., Mr. Brean holds a degree in cultural anthropology/sociology fiom 
Alaska Methodist University. 

Bryan D. Butcher - Director, Governmental Relations and Public Affairs. Mr. Butcher 
joined the Corporation in January 2003, and previously served as Legislative LiaisodSpecial 
Assistant Prior to joining the Corporation, Mr. Butcher worked for the Alaska State Legislature 
as a Senior Finance Aide for the House and Senate Finance Committees from 1989 until 2002. 
Mr. Butcher holds a Bachelor of Science degree in Speech Communications from the University 
of Oregon. 

Nola Cedergreen - Director. Administrative Services. Ms. Cederpleen is resvonsible for - - 
risk management, procurement, record managemen< asset management and information systems. 
From December 1987 until July 1992, she managed Alaskan Home Proverties, the Corporation's - 
real estate owned division. Her previous experience includes 12 years of real estate sales and 
management, working for both private and institutional owners. Ms. Cedergreen holds a 
Bachelor of Arts degree in organizational management fiom Alaska Pacific University and an 
Associate in Risk Management certification fiom the American Institute for CPCU and 
Insurance Institute of America. 



Paul M. Kapansky - Director, Mortgage Operations. Mr.Kapansky joined the 
Corporation in July 1988 and served as Servicing Operations Director until July 1990; 
subsequently, he served as Mortgage Insurance Operations Director until August 1991 and as 
Mortgage Project Officer until November 1999. He had previously held a variety of positions 
with several Alaska financial institutions over a period of 18 years, including five years as a Vice 
President and seven years as a President. Mr. Kapansky holds a master's degree in business 
administration from the University of Alaska, Anchorage, and graduated with a Bachelor of 
Science degree in business administration from the University of Hartford. 

Robert K. Tune - Director, AuditIInternal Audit. Mr.Tune has been with the 
Corporation since March 1993, serving as Assistant Auditor and now as the Internal Auditor. 
Mr. Tune was an Internal Review Specialist and System AdministratorIAsset Servicing Officer 
with the Federal Deposit Insurance Corporation fYom July 1990 to March 1993. Mr. Tune is a 
graduate of Lewis and Clark College, Portland, Oregon, with a Bachelor of Science degree in 
business administration. 

Wesley 3. Weir - Director, Public Housing. Mr. Weir assumed his current duties in 
April of 1995. He previously served for two years as Program Manager for the North Slope 
Borough with primary responsibility for planning and design of waterlsewer systems, health 
facilities and housing. Prior to that time he was employed by the State of Alaska fpr sixteen 
years, holding a variety of positions with responsibilities that included planning, design 
administration, construction administration, and maintenance and operations of Stateifacilities. 
Mr. Weir holds a master's degree from Alaska Pacific University. 

Peter E. Haines - Senior Finance Officer. Mr. Haines has been with the Corporation 
since 1990, and previously served as Financial Analyst I, Financial Analyst I1 and Fiance 
Officer. Mr. Haines is a certified public accountant, certified cash manager, and a graduate of 
Brigham Young University with a Bachelor of Science degree. 

Michael L. Strand - Finance Officer. Mr. Strand joined the Corporation in April 2001, 
and previously served as Financial Analyst 11. Prior to joining the Corporation, he served for 
three years as Financial Analyst for VECO Alaska and for one year as Budget AnaIyst for 
Anchorage Municipal Light and Power. Mr. Strand is a graduate of the University of Alaska, 
Anchorage, with a Bachelor of Business Administration degree in finance and economi s. F 

Gerard Deta - Financial Analyst 11. Mr. Deta previously served as an auditor with 
Deloitte & Touche LLP from August 1999 until joining the Corporation in March 2001. 
Mr. Deta is a graduate of Southern Utah University with Bachelor of Science degrees jn finance 
and accounting. i 

I 
Activities of the Corporation i 

General ! 

General. The principal activity of the Corporation is the purchase of residentiaLmortgage 
.loans. The Corporation acquires mortgage loans after they have been originated and closed by 
direct lenders, which normally are financial institutions or mortgage companies with operations 
in the State. Under many of the Corporation's programs, the originating lender generally 



continues to service the mortgage loan on behalf of the Corporation. This activity has been 
supplemented by the merger with the Authority under which the Corporation assumed 
responsibility for the public housing functions of the Authority and its assumption of the m l  
housing and residential energy functions of the Department. See 'The Corporation - General." 

Public Housing Programs. The Corporation performs certain public housing hc t ions  in 
the State. The Public Housing Division of the Corporation (the "Division") operates 1,687 units 
of Low Rent and Section 8 New Construction/Additional Assistance housing to serve low- 
income families, disabled persons and seniors in 14 different communities throughout Alaska. 
The Division also administers the rent subsidies for approximately 4,112 families located in 
private-sector housing through vouchers, certificates, and coupons issued pursuant to Section 8 
of the National Housing Act. The Division's operating budget is funded primarily through 
contracts with HUD. The Division is engaged in a number of multifamily renovation and new 
conshuction projects throughout the State. 

Lending 

Loans ro Sponsors Program. Under this program, the Corporation lends funds to a 
sponsor who in turn re-lends the monies to its borrowers (recipients) under terms and conditions 
approved by the Corporation. Eligible sponsors are non-profits, regional housing authorities, 
State agencies, or municipalities within the State. 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. Ten loan 
commilments totaling approximately $39.0 million have been approved since the program's 
implementation in 1993. 

Single Family Housing Program. Of the Corporation's previous large 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-moderate income 
Alaskans on the first $50,000 of their eligible mortgage loans. 

Rural Housing Programs. The Mortgage Operations Department administers a broad 
anay of programs, including a principal program that relates to the administration of the HALF. 
The interest rate, which is applied to the fmt $250,000 of the loan only, is one percent below the 
rate established for the Corporation's taxable bond program. The HALF is used to acquire loans 
made in small communities throughout the state. As of October 31, 2005, the Rural Housing 
Program included mortgage loans with an aggregate outstanding principal balance of 
approximately $786.5 million. 

Mortgage Loon Resfructuring Program. The Corporation has accomplished several 
large mortgage restructuring programs since 1987. The most recent of these progmms, the 
Streamlined Refinance Program, started in March 1998 and allows applicants to obtain new 
financing secured by property that is currently financed by the Corporation without income, 
credit, or appraisal qualifications. Although current owner-occupancy is not required, the 
original loan must have been made to an owner-occupant and may have been a fmt or second 
lien, conforming or nonconforming. These loans may be insured conventionally or through FHA 
or guaranteed by the VA. As of October 31,2005, the Streamlined Refinance Program included 



mortgage loans with an aggregate outstanding principal balance of approximately $349.7 
million. 

Senior Housing Revolving Loan Program. The State established the Senior Housing 
Office and Senior Housing Revolving Loan Program withim the Department in 1991. In July of 
1992, the Senior Housing Office and Revolving Loan Program were both transferred to the 
Corporation in connection with the merger between the Corporation and the Authority. 

Affordable Homeownership Guaranteed Loan Program. The Affordable 
Homeownership Guaranteed Loan Program was designed to promote homeownership 
opportunities for low-to-moderate income borrowers by providing 5% interest rates. Loans 
under this program must be insured or guaranteed by FHA, FmHA (for loans in areas defmed as 
small communities only) or the VA. The Corporation set aside $1 1,500,000 for loans in small 
communities and $103,500,000 for loans in other communities from hnds related to the General 
Mortgage Revenue Bonds Program. The Corporation purchased 51 loans with an original 
principal balance of approximately $5.4 million in small communities and 858 loans with an 
original principal balance of approximately $87.2 million in the other communities. This 
program has been superseded by a further low interest rate loan program for low-to-moderate 
income borrowers as described below under "The Corporation- Activities of the 
Corporation - Bond Financed Programs - Interest Rate Reduction for Low Income Borrower 
Program." 

Band Financed Programs 

Tax-Exempt First Time Homebuyer Program. The Corporation operates a Tax-Exempt 
First Time Homebuyer Program funded with the proceeds of Mortgage Revenue Bonds. Under 
this program, first mortgage loans which meet the requirements of the Code are purchased by the 
Corporation &om qualifying originating lending institutions located throughout the State. 
Mortgage loans may be exchanged for mortgage-backed securities issued by GNMA, F'NIvfA, 
and FHLMC. The mortgage loans andlor mortgage-backed securities are pledged to collateralize 
obligations of the Corporation. The Corporation purchased mortgage loans under the Tax- 
Exempt First Time Homebuyer Program during fiscal year 2005 with an approximate original 
principal balance of $172.0 million and during the four months ended October 31,2005 with an 
approximate original principal balance of $48.6 million. 

Taxable First Time Homebuyer Program. The Corporation began a Taxable First Time 
Homebuyer Program to address higher costs of housing in certain areas of the State. The 
program provides financing to fmt time homebuyers who do not meet the purchase price and 
income limits under the Tax-Exempt First Time Homebuyer Program. This program has been 
funded with a variety of sources, and the Corporation purchased mortgage loans under the 
Taxable First Time Homebuyer Program during fiscal year 2005 with an approximate original 
principal balance of $93.3 million and during the four months ended October 31, 2005 with an 
approximate original principal balance of $25.3 million. 

Mulfifamily. Special Needs, and Congregate Housing Program. During 1991, the 
Corporation implemented a program of financing multifamily housing. It was subsequently 
modified to include special-needs and congregate facilities. The Corporation has issued twenty- 
three series of bonds totaling approximately $570.3 million in principal amount to finance loans 



under this program. The program is designed to provide traditional multifamily housing; 
transitional housing; and housing for the elderly, the developmentally disabled, and the 
homeless. A project may qualify for financing if it provides housing for persons of lower to 
moderate income or if it is located in a remote, underdeveloped or blighted area of the State and 
meets other requirements of the Corporation. 

Veterans Mortgage Program. The Corporation operates a Veterans Mortgage Program 
under which first mortgage loans made to veterans meeting certain Federal requirements are 
purchased by the Corporation from qualifying originating lending institutions located throughout 
the State. Mortgage loans may be exchanged for mortgage-backed securities issued by GNMA, 
FNMA and FHLMC. The mortgage loans andlor mortgage-backed securities are pledged to 
collateralize tax-exempt obligations of the Corporation. Since 1983, the Corporation has issued 
approximately $2.2 billion principal amount of State-guaranteed Veterans Bonds, of which 
approximately $169.8 million principal amount was outstanding as of October 31, 2005. The 
Corporation purchased mortgage loans under the Veterans Mortgage Program during fiscal year 
2005 with an approximate original principal balance of $12.7 million and during the four months 
ended October 31,2005 with an approximate original principal balance of $4.8 million. 

Governmental Puvose Bonds. As of October 31, 2005, the Corporation has issued 
approximately $973.2 million principal amount of Governmental Purpose Bonds primarily to 
finance capital expenditures of the State for governmental purposes, with certain proceeds 
available for general corporate purposes. 

State Building Lease Bonds. In 1999, the Corporation issued $40,000,000 principal 
amount of bonds to finance the purchase of an office building in downtown Anchorage, Alaska. 
These bonds are primarily secured by an assignment of the payments on an Agreement of Lease 
between the Corporation and the State. 

State Capital Projects. Pursuant to the Act and legislation enacted in 1998, 2000, 2002 
and 2004, the Corporation issued bonds to finance designated capital projects of State agencies 
and instrumentalities. As of October31, 2005, the Corporation has issued $381.2 million 
principal amount of bonds and disbursed $286.5 million of bond proceeds for these authorized 
projects. 

Refilancing Activity. The proceeds from bond and note issues, combined with 
contributions from unrestricted funds of the Corporation, provide funding for the Corporation's 
mortgage purchase and mortgage refinancing activities. Since 1986, implementation of 
refmancing programs by the Corporation has resulted in the prepayment of outstanding mortgage 
loans (including mortgage loans represented by mortgage certificates) with a corresponding 
redemption at par of substantial amounts of the Corporation's notes or bonds secured by such 
mortgage loans (or mortgage certificates). 

Interest Rate Reduction for Low Income Borrower Program. Effective July 1,2001, this 
program provides an interest rate reduction to borrowers whose income is below 80% of area 
median income as established by HUD. An interest rate reduction of 0.5% is available to 
borrowers whose income is at least 60% but less than 80% of area median income; and an 
interest rate reduction of 1% is available to borrowers whose income is less than 60% of area 
median income. The interest rate reduction applies only to the first $180,000 of the loan. In 



general, this program is h d e d  by means of zero percent interest rate participations in mortgage 
loans financed with proceeds of the Corporation's General Mortgage Revenue Bonds or with the 
Corporation's genera1 unrestricted funds. Applicants generally must be fmt-time homebuyers, 
with some exceptions permitted based on the borrower's age and other factors. As of 
October 31,2005, the Corporation through this program had purchased mortgage loans with an 
aggregate principal balance outstanding of $200.5 million. 

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 canying out its pupose. 

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 refmance 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 andnotes. Prior to its merger with the Corporation, the Authority also issued bonds and 
notes. The following table sum&arizes the aggregate amount of Corporation 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 October 3 1,2005 

Taxable 
Tax-Exempt Bonds 

Amount Issued 
Bonds And ~otes( ' )  Total 

$10,374,124 $4,313,215 $14,687,339 
Amount Outstanding $2,722,146 $320,385 $3,042,53 1 

")Excluding 6124.9 million of Commercial Paperwith maturities not in excess of 180 days. 

During the four months ended October 31,2005 and the fiscal year ended June 30,2005, 
the Corporation redeemed, exclusive of scheduled maturities and sinking f h d  payments, a total 
of $2,885,000 and $150,595,603, 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. 

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 kom 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 October31, 2005, $124.9 million was outstanding under the Commercial Paper Notes 
Program. The Corporation's Commercial Paper Notes Program is rated "P-I" by Moody's, "A- 
I+" by S&P, and "Fli" by Fiteh. 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, currently in the amount 
of $200 million, on July 26,2004 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 may enter into reverse repurchase agreements, but as of October 31,2005, there was 
no outstanding balance. 

Since December 1997, the Corporation has issued nine series of Self-Liquidity Bonds. 
As of October 31, 2005, approximately $481.1 million aggregate principal amount of the Self- 
Liquidity Bonds were outstanding. The Self-Liquidity Bonds are variable rate demand 
obligations on which the interest rate currently is being reset weekly. In connection with each 
such interest rate reset and under various other circumstances, such bonds may be tendered or 
deemed tendered by the holders thereof for purchase and remarketing. husuant to related tender 
agreements, the Corporation has the obligation to purchase any such bonds so tendered or 
deemed tendered that cannot be remarketed. The obligation of the Corporation to make such 
purchases is a general obligation of the Corporation and not secured by any particular funds or 
assets, including any assets that may be held under the related indentures. The Corporation may 
issue additional bonds for which it will provide liquidity support similar to that which it currently 
provides for the Self-Liquidity Bonds. 

During the four months ended October 31, 2005, the Corporation issued no long-term 
debt in support of its various ongoing lending programs. 

Recent Financial Results of Operations 

Reference is made to the audited and unaudited financial statements of the Corporation, 
which show that the Corporation's operating income for the fiscal year ended June 30,2005 was 
$40.1 million, and operating income for the three months ended September 30, 2005 was $4.4 
million, respectively. See "Financial Statements" and Appendix A - "Financial Statements of 
the Corporation." 

The following is a summary of revenues, expenses and changes in net assets for the three 
months ended September 30,2005 and each of the four fiscal years ended on or prior to June 30, 
2005, which have been derived &om the Corporation's unaudited and audited financial 
statements, respectively, prepared on a combined fund basis. 



Summary of Revenues, Expenses and Changes in Net Assets 
(000's) 

Oueratine Revenucp 
Mongagc and loan revcnuc 
hvament  income 
Rentnl and lwsc incamc 
Exlcmally runded pmgam rcvcnua 
other 
Total Operating Rcvcnuc 

Owratlne Ernenre 
Inlrrsrl 
Mongagc Servicing Fees 
Opmtions and ndrninislmlian 
Financing cosls - dirm and m o ~  
Excas intnesl umings to be rebalcd 
Loan loss relaled items 
Housing Granls 
Fcdemlly funded rental subridics 
Rcnrnl housing operating expcnwr 
Total Opemtiog Expcnsa 

Opaaling lncomc 

Fiscal Year Ended June 30 

Wnaudited) 
Three Montfis 

Ended 
Seplember30, 

2005 

Nanancrsline Rcvcnun Expcnresl  
S~ccir l  Items & Trnnrrcn 

Sclllemcnl lncomc 
ConVibulions lo the Slnlc of Alaska (85,562) (95,321) (66,136) (67288) (12,749) 

or other Stale agcncic; 
Special ilmsl') 2,035 (7.451) 3.845 
HUD Gpimpiwl Contributions 
Change in nct assets (7,867) (28244) (31,107) (23,386) (8,349) 

Net Assets Beginning ofycar 1,173,677 1,765,810 1,737,566 1,706,459 1,683,073 

Net Asscls End ofyear 51,765,810 51,737,566 S1.706,459 S1.683.073 51,674,724 

"' Special items. S a  Note 20 lo the Junc 30.2W2 Bmcial stalcmcnls regarding thc mile-off af mets  and liabililia related lo tho closing 
of an inactive p r o w ;  Note 22 lo the Junc 30,2004 financial mtcmcnls regarding prcpaymcnt prcmiums an early band rcdcmptim; md 
N o t  21 to the June 30,2005 financisl slnlcmcols regarding ihrsalc of the Aumn I- 

Mortgage Loan Delinquency Experience of the Corporation 

The following two tables summarize the Corporation's delinquency experience at the 
dates indicated with respect to all mortgage loans held by the Corporation regardless of the 
program under which such loans were acquired. In August 2003, the Corporation began 
including Mobile Homes iI in its delinquency reports and began reporting its delinquency 
statistics based on aggregate dollar amounts of mortgage loans rather than numbers of loans. 



Percent of Total Loans less Mobile Homes 11(') 
with Installments Past Due 

Dsle 
~ e e r r n b e r K 9 9 2  
Dccmbcr31,1993 
Dcccmbcr31,1994 
Dcccmber31,1995 
Dccmber31.1996 
D~nbcr31 .1997  
Dccmber 3 1.1998 
December 31.1999 
Dcccmbcr 31,2040 
Decembu31,2001 
D m b c r  3 1,2002 

Nombcr 
o f h a m  

IasMobUe Total 
- 3 0 -  

37332 4.12% 2.73% 0.66% 

Numbcr 
alLonns 

Fomlosed 
During 

Calendar 
Ycnr 

or Portion 
Indlca(ed 

265 

( I )  Pcrccntaga based on number of loans. 

Percent of Total Loans with Installments Past ~ u e ( ' )  
hlartg3gc 

Loans 
Forcdorcd 

During 
Calendar 

Yenr 
hSorigqe Tolnl 90 Days or Ponlon 

Date Loans - Par( Due 30 Dlys 60ndlcnted"' 
Dcumbcr G O O 3  $3,348,610,801 2.71% 1.91% 0.44% 0.36% $61 10,629 
Deccmbcr 31.2o.i 3,374,398,996 2.75 1.89 0.54 032 5,914,595 
Octabcr 3 I, 2005~' 3,303,583349 3.12 1.98 0.63 0.51 2,893,129 

' As of A u y l 2 0 0 3 ,  a11 perccnlages arc based on dollar valuer;. and include Mobile Homcs 11. 
At October31.2005, (he Corporation's RE0 portfolio, including I m m n c e  Receivables, had an aggregate value 
of $9,520. 

Legislative ActivitylTransfers to the State 

With respect to certain statements made under this heading, see "Forward-Looking 
Statements." 

Prior Transfers to the State 

The Board adopted the Dividend Plan in 1991 to transfer one-half of the lesser of its 
unres~cted net income or total net income to the State. Under the Dividend Plan, in 1991 the 
Corporation transferred a total of $114,324,000 to the State. Additionally, in 1995, the Board 
voted to make a one-time payment to the State in the amount of $200,000,000. In 1997,the 
Corporation transferred to the State's general fund $20,000,000 made available as a consequence 
of certain bond retirements. On April 27, 1995, the Corporation agreed to make a one-time 
transfer of $50,000,000 to the State and close the Dividend Plan. 



The Current Transfer Plan 

In the fiscal year 1996 capital appropriation bill (the April 27, 1995 agreement referred to 
in the immediately preceding paragraph and the 1996 capital appropriation bill, as amended, 
collectively, the "Transfer Plan") the Legislature expressed its intent that the Corporation 
transfer to the State (or expend on its behalf) amounts not to exceed $127,000,000 in fiscal year 
1996 and $103,000,000 in each fiscal year from 1997 to 2000, but that, "[Tlo ensure the prudent 
management of [the Corporation and] to protect its excellent debt rating ..." in no fiscal year 
should such amount exceed the Corporation's net income for the preceding fiscal year. 

In 1998, the Legislature authorized the Corporation to finance state capital projects 
through the issuance of up to $224,000,000 in bonds. Debt service payments on such bonds are 
categorized as transfers pursuant to the Tmnsfer Plan. That legislation also extended the term of 
the Transfer Plan by stating the Legislature's intent that the Corporation transfer to the State (or 
expend on its behalf) an amount not to exceed $103,000,000 in each fiscal year through fiscal 
year 2006, again stating that, to protect the Corporation and its bond rating, in no fiscal year 
should such amount exceed the Corporation's net income for the preceding fiscal year. 

In 2000, the Legislature extended the Transfer Plan (as described above) through fiscal 
year 2008. In 2003, the Legislature extended the Transfer Plan indefinitely, further providing 
that the amount transferred in each fiscal vear beginning with fiscal vear 2007 should not in each - - 
case exceed the Iesser of the following respective amounts: 

Fiscal Year 
2007 

2008 

2009 and thereafter 

Not to Exceed the Lesser of 
$103.000.000 or . , 

95% of net income 

$103,000,000 or 
85% of net income 

$103,000,000 or 
75% of net income 

In addition, in 2003, the Legislature authorized the issuance of $60,250,000 in capital 
project bonds for the renovation and deferred maintenance of the Corporation's Public Housing 
facilities. Debt service payments on such bonds are categorized as transfers pursuant to the 
Transfer Plan. 

Aggregate Transfers to Date under the Transfer Plan 

The following reflects the aggregate transfers the Corporation has made to the State 
through June 30, 2005, or which, in the case of the University of Alaska deferred maintenance 
fimding for other than student housing, were appropriated and incorporated in agreements where 
actual payments will be made as requested. 



Transfer %e PrENDZ - FYO2 - W03 - FYM - FYOS Total - 
Smc Debt Repaid h l y  5 29.800.WO S 29,800,000 
Swtc Assct Purchns=s 252.300.wO 252,300.W 
Dividend Plan Papenls  114,300,wO I l4,300,000 
Stale Equity T m f m  468,027,000 S 6,WO,WO S18.700.000 S8.861,OOO S19.618.WO 53 1,206,000 
Olha State Appropriations 2,078,000 &07&000 
S e e  Capital Pmjcct Bond Fund 1 I1.694,WO 49,290,000 49,616,000 32,617,OMl 13.220,WO 256.497.W 
Noc-Housing Gpiwl Pmj& 152.550.000 30.272.000 26945.000 24.658.000 22.372.000 256.797.W 

Tow1 Sl.l28,6ll.W Sss.laz.wn S w  S- S w  SL44WX!I@ 

Corporation Budget Legislatio~t 

The Corporation's fiscal year 2006 operating budget was approved by the Legislature at 
approximately the amount submitted during the fiscal year 2005 legislative session, including the 
fill level of funding requested by the Corporation for personnel and contractual costs. 
Consistent with the Transfer Plan, the enacted fiscal year 2006 operating budget estimated that 
$103,000,000 would be available from net income for payment of debt service, appropriation for 
capital projects and transfer to the Alaska debt retirement fund. The following table reflects the 
legislative allocation of the $103,000,000 that is considered available for fiscal years 2005 and 
2006. 

Amounts Made Available by the Corporation 

Transfer plan Total Available $103,000,000 $103,000,000 
Appropriations Enacted for Corporation 
Housing and Related Expenditures of Other 

Agencies 0 0 
Debt Service on State Capital Project Bonds and 

University of Alaska Bonds of the Corporation 59,895,400 53,894,000 
Other State Capital and Operating 

Expenditures 25,136,400 36,221,000 
Housing Program Expenditures 

Appropriated to the Corporation 17.968.200 12,885.000 
TOTAL $103,000,000 $103,000.000 

There can be no assurance that the Legislature or the Governor of the State will not seek 
andfor enact larger dividends or other transfers of Corporation assets by legislative enactment or 
other means in the future. 

Legislative Reviews 

The 1995 Report included a review of the Financial Plan. The Transfer Plan described 
above was based upon the results of the Financial Plan. 

The 1995 Report claimed that, after considering the $200,000,000 fiscal year 1995 
transfer, a total of $445,000,000 could become excess to the Corporation during its next two 
fiscal years. The 1995 Report suggested that $295,000,000 could be transferred to the State 
during fiscal year 1996 and an additional $150,000,000 in fiscal year 1997. The 1995 Report 



was considerate of the potential impact additional transfers might have on the ratings of the 
Corporation's bonds and its ability to access capital markets. While observing that the 
Corporation's resources are sufficient to accommodate the removal of $445,000,000, the 
following comment was included in the 1995 Report: 

"We recommend the potential cumulative effect of bond ratings 
and investor confidences be considered before transferring 
additional assets from AHFC for general fimd purposes." 

On June 14,1999, the Committee approved the 1999 Report. The 1999 Report contained 
the following conclusion: 

"We analyzed Alaska Housing Finance Corporation's (AHFC or 
corporation) financial statements and cash flow projections on the 
unrestricted general account, including critical assumptions. Based 
on this analysis, we determined there are no excess available assets 
beyond the annual $103 million commitment to the State through 
EY 06. Further, it appears there may be insufficient unrestricted 
cash to make available the $103 million in the final year of the 
eight-year series transfer agreement. We also determined that 
additional cash and investments totaling $8 million could be 
moved into the unrestricted general account from the Home 
Ownership Fund. Once in 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." 

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 O F  THE INDENTURE 

The following is a summary of certain provisions of the Indenture. The summary does 
not purport to be comprehensive or definitive and is qualified in its entirety by reference to the 
Indenture. For a description of certain provisions of the Indenture relating to the 2006 Bonds, 
see 'The 2006 Bonds" and "Sources of Payment and 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 Series of Bonds is issued. 

"Bond Coverage" means a condition which will be deemed 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) below is met as of such date: 

(A) The Corporation delivers to the Trustee a Certificate certifying that the schedules 
attached thereto show Parity and receipt and application of amounts which are in any Fund 
(except the Rebate Fund, the Bond Purchase Fund, and the Loan Loss Fund) sufficient and 
available to provide timely payment of the principal of and interest on the Bonds on each Debt 
Service Payment Date and Program Expenses, up to the amount permitted to be paid out of the 
Operating Account 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 h d s  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 (provided Bonds are redeemed thereunder from amounts in the General Account 
and the Principal Account 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 Indenhxe 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 
arovide a detailed calculation of all data relevant thereto. setting forth in detail each of the items 
;equired to be set forth in such Certificate. The Trustee kill review each such Certificate as to its 
conformity to the reauirements of this definition, but as to the actual calculations and conformity 
to the ass;mptions required in this definition th;~rustee will have no responsibility to verify thk 
same and will be fully protected in relying on such Certificate. For purposes of this definition as 
applied to Bonds bearing interest at a variable rate, any assumptions made in the calculation of 
interest in connection with the issuance of such Bonds will be as set forth in the related 
Authorizing Indenture, and any assumptions made in the calculation of interest in connection 



with the other matters arising 
Indenture or as set forth in 
Authorizing Indenture. 

under the Indenture will be as set forth in the related Authorizing 
an Authorized Officer's Certificate consistent with the related 

"Code" means the United States Intemal Revenue Code of 1986, as amended, and the 
regulations promulgated thereunder or applicable thereto. 

"Costs of Issuance" means. with resoect to a Series of Bonds, any items of exoense . - 
directly or indirectly payable or reimbursable 'by the Corporation and related to the authorizhon, 
sale and issuance of such Bonds. including but not limited to orinting costs: costs of oreoaration 
and reproduction of documentsf filing a h  recording fees; ihitial fees and charges~(icluding 
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 pursuant to the Indenture. 

"Debt Service Payment Date" means any date on which any Debt Service Payment is 
due, including the date (if any) of the redemption of any Bonds. 

"General Account" means the General Account of the Redemption Fund. 

"Hedging Instrument" means any interest rate, currency or cash-flow swap agreement, 
interest rate cap, floor or option agreement, fonvard payment conversion agreement, put, call or 
other agreement or instrument to hedge payment, interest rate, spread or similar exposure; which 
in each case is designated by the Corporation as a Hedging Instrument under the Indenture. Each 
Hedging Instrument must meet the requirements of the Indenture therefor described below under 
"Power to Issue Bonds and pledge Revenues and Other Property; Hedging Instruments." 

"Insurance Policy" means (i) a mortgage policy of title insurance, issued by a title 
insurance company qualified to do business in the State and acceptable to the Corporation, 
insuring the Corporation that the Mortgage on the premises is a valid and enforceable first 
mortgage, subject only to Permitted Encumbrances, (ii) a standard homeowner's form of fire 
insurance with extended coverage policy, (iii)if the loan-to-value ratio of the mortgaged 
property exceeds eighty percent, but does not exceed ninety percent, private mortgage insurance 
covering twenty percent of the Mortgage or, if the loan-to-value ratio exceeds ninety percent, 
private mortgage insurance covering twenty-five percent of the Mortgage or, in either of such 
events, alternatively, Federal mortgage insurance or guaranty; and (iv) in the case of a 
Streamlined Mortgage Loan, private mortgage insurance to the extent required by the 
Corporation at the time such Streamlined Mortgage Loan was refinanced. 

"Interest Account" means the Interest Account of the Revenue Fund. 



"Investment Agreement" means a guaranteed investment contract which may be entered 
into between the Corporation or the Trustee and any corporation (including the Trustee and its 
affiliates) having (as of the date of execution of the Investment Agreement) outstanding 
unsecured obligations that are rated at least (i) "Aa2P-I" by Moody's and in the highest rating 
category by S&P and Fitch (if rated by Fitch) for the Debt Service Reserve Account, the 
Revenue Fund and the Redemption Fund (and the Accounts therein) and (ii)"AaUP-I" by 
Moody's, "AA-/A-I+" by S&P and "AA-El+'' 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 highest rating category by the Rating Agencies; provided, however, that, in 
lieu of the foregoing, any guaranteed investment contmct will be of Rating Quality. 

"Investment Assumptions" means an annual rate of 2.5%; provided, however, that if, at 
the date of any Bond Coverage Certificate to be delivered investment earnings assumptions used 
by the Rating Agencies are higher than the assumed annual rate set forth in this definition (as 
evidenced in writing fYom each Rating Agency) or if actual investment earnings may be 
calculated for any period (including any period commencing in the future in the case of amounts 
which when received will be invested under an Investment Agreement) by reason of the 
existence of a rate assured by an Investment Agreement, then "Investment Assumptions" will 
mean the earnings at the earning assumptions used by the Rating Agencies or the earnings on the 
Investment Agreement as the case may be; provided, however, that "Investment Assumptions" 
may be modified by Supplemental Indenture if such modification kill  not adversely affect the 
Unenhanced Ratings then assigned to any Bonds by the Rating Agencies. 

"Investment Securities" means any of the following investments bearing interest or 
issued at a discount: 

(1) direct obligations of, and obligations fully guaranteed as to full and timely 
payment of interest and principal by, the United States of America, or any agency or 
instrumentality of the United States of America the obligations of which are backed by the full 
faith and credit of the United States of America; 

(2)  instruments evidencing direct ownership interests in direct obligations, or 
specified portions (such as principal or interest) of such obligations, of the United States of 
America which obligations are held by a custodian in safe keeping on behalf of the holdels of 
such receipts, if such instruments have term., conditions andlor credit quality such that the 
Unenhanced Ratings on the Bonds will not be adversely affected; 

(3) demand and time deposits in, certificates of deposit of, and banker's acceptances 
issued by the Trustee, its affiliates or any other bank or trust company organized under the laws 
of the United States of America or any state thereof and subject to supervision and examination 
by federal and state banking authorities, or any foreign bank with a branch or agency licensed 
under the laws of the United States of America or any state thereof or under the laws of a country 
the Moody's sovereign rating for bank deposits in respect of which is "Aaa", so long as at the 
time of such investment (a) the unsecured debt obligations of such bank or trust company (or, in 
the case of the principal bank in a bank holding company system, the unsecured debt obligations 
of such bank holding company) have credit ratings from S&P, Moody's and Fitch (if rated by 
Fitch) at least equal to the ratings of the Bonds which were in effect at the time of issuance 
thereof or (b) the investment matures in six months or less and such bank or trust company (or, 



in the case of the principal bank in a bank holding company system, such bank holding 
company) has outstanding commercial paper rated "A-I+'' by S&P, "P-I" by Moody's and 
"Fl+" by Fitch (if rated by Fitch); 

(4) repurchase obligations held by the Trustee or a third party acting as agent for the 
Trustee with a maturity date not in excess of 30 days with respect to (a) any security described in 
paragraph (1) or @) any other security issued or guaranteed by an agency or instrumentality of 
the United States of America, in either case entered into with any other bank or trust company 
(acting as principal) described in clause (b) of paragraph (3) above; 

(5) securities (other than securities of the types described in the other paragraphs 
under this definition of Investment Securities) which at the time of such investment have ratings 
fiom S&P, Moody's and Fitch (if rated by Fitch) at least equal to the highest ratings categories of 
the Rating Agencies for obligations similar to the Bonds which were in effect at the time of 
issuance thereof and which evidence a debt of any corporation organized under the laws of the 
United States of America or any state thereof excluding federal securities that were purchased at 
a price in excess of par; provided, however, that such securities issued by any particular 
corporation will not be Investment Securities to the extent that investment therein will cause the 
then outstanding principal amount of securities issued by such corporation and held under the 
Indenture to exceed 10% of the aggregate outstanding principal balances and amounts of all 
Program Obligations and Investment Securities held under the Indenture; ' 

(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 equal to the highest ratings available fiom such 
Rating Agencies for obligations similar to the Bonds; @)which evidence a debt of any state or 
municipal government of the United States or any agency, instrumentality, or public corporation 
thereof authorized to issue bonds on behalf thereof or any nonprofit corporation described in 
Revenue Ruling 63-20; and (c) the interest on which is exempt from federal income taxation to 
the same extent that interest on the Bonds (other than Bonds issued as federally taxable bonds) is 
exempt &om federal income taxation and is Created (or not treated) as a preference item to be 
included in calculating the alternative minimum tax imposed under the Code; 

(7) money market funds that invest exciusiveIy in securities described in 
paragraph (6) of this definition and have a rating of "Aaa" by Moody's, "AAAm" or "AAAm-G" 
by S&P and "AAA" by Fitch (if rated by Fitch); 

(8) commercial paper with a maturity date not in excess of 270 days rated "A-I+" by 
S&P, "P-I" by Moody's and "F-l+" by Fitch (if rated by Fitch) at the time of such investment; 

(9) an Investment Agreement; 

(10) money market funds (other than those described in paragraph(7) of this 
definition), rated "AAAm" or "AAAm-G" by S&P, "Aaa" by Moody's and "AAA" by Fitch (if 
rated by Fitch), secured by obligations with maturities of one year or less the payment of 
principal and interest on which is guaranteed by the full faith and credit of the United States of 
America; and 

(1 1) any other investment of Rating Quality. 



None of the above-described investments may have a S&P 'r' highlighter affixed to its 
ratings. Each investment (other than an Investment Agreement) must have a predetermined fured 
dollar amount of principal due at maturity that cannot vary or change. Interest may be either 
fixed or variable. Variable rate interest must be tied to a single interest rateindex plus a single 
fixed spread, if any, and move proportionately with that index. 

"Liquidity Provider" means any person, firm or entity designated in a Supplemental 
Indenture as providing a Liquidity Facility. 

"Loan Loss Coverage" means the coverage, if any, of loss firom Mortgage Loan defaults 
provided in an Authorizing Indenture which supplements any primary mortgage insurance. 

"Mortgage Certificate" means a FNMA MBS, a GNMA Certificate (which may he in 
book-entry form, and if held in book-entry form with PTC, such Certificate is held in a l i i ted-  
purpose account), or a FHLMC Certificate, in each case registered in the name of theTrustee, as 
Trustee under the 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; 

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

(4) be subject to an Insurance Policy. 

"Mortgage Payment Assumptions" means and includes the following assumptions to be 
used by the Corporation in preparing each Bond Coverage Certificate: (1) payment lags fi.om the 
fust day of the month in which the Program Obligations are h d e d  to the receipt date of (a) 50 
days for each GNMA I Certificate and each Gold FHLMC PC held 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 held 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 when due of applicable servicing 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 been converted to Mortgage 
Certificates; and (4) use of the money described in clause (3) hereof in the manner described in 
clause (3) hereof either on the last day of the acquisition period (if application of such money to 
such purpose prior to such last day would result in the receipt of funds during such period in 
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excess of the amount required to provide timely payment of the principal of and interest on the 
Bonds during such period) or, otherwise, on the date of calculation. 

"Mortgage Principal" means all payments (including prepayments) of principal called for 
by any Program Obligation and paid to the Corporation from any source, including both timely 
and delinquent payments. 

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

(2) Bonds for the bansfer or exchange of or in lieu of or in substitution for which 
other Bonds have been authenticated and delivered pursuant to the Indenture; and 

(3) Bonds deemed to have been paid as described under "Summary of Certain 
Provisions of the Indenture-Defeasance." 

"Parity" means, in each case at all times from and after the date of calculation through the 
fmal maturity date of the Bonds, (i) for the purpose of withdrawing money from the Indenture 
for payment to the Corporation free and clear of the lien and pledge of the Indenture, an amount 
then held in Funds and Accounts under the Indenture (except the Loan Loss Fund, the Rebate 
Fund, and the Bond Purchase Fund) at least equal to 103% of Bonds then Outstanding; and (ii) 
for all other purposes, an amount then held in Funds and Accounts under the Indenture (except 
the Loan Loss Fund, the Rebate Fund, and the Bond Purchase Fund) at least equal to 100% of 
Bonds then Outstanding. 

"Pledged Revenues" means (i) all payments of principal of and interest on Program 
Obligations (other than Program Obligations in the Loan Loss Fund) immediately upon receipt 
thereof by the Corporation or any Depository or the Trustee (including payments representing 
prepayments of Mortgage Loans and any payments received from FNMA pursuant to its 
guarantee of the FNMA MBSs and from GNMA pursuant to its guarantee of the GNMA 
Certificates and from FHLMC pursuant to its guarantee of the FHLMC Certificates) and all other 
net proceeds of such Program Obligations, (ii) all amounts so designated by any Supplemental 
Indenture and required by such Supplemental Indenture to be deposited in the Revenue Fund; 
(iii) amounts received by the Corporation or the Trustee under any Hedging Instrument; and (iv) 
income or interest earned and gain realized in excess of losses suffered by a Fund other than the 
Loan Loss Fund, the Rebate Fund, and the Bond Purchase Fund as a result of the investment 
thereof; but Pledged Revenues do not include amounts derived from any Liquidity Facility. 

"Principal Account" means the Principal Account of the Redemption Fund. 

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

"Program Expenses" means all the Corporation's expenses in canying out and 
administering the Program and include, without limiting the generality of the foregoing, salaries; 
supplies; utilities; mailing; labor; materials; office rent; maintenance; furnishings; equipment; 
machinely and apparatus; insurance premiums; legal, accounting, management, consulting, and 
banking services expenses; bond insurance premiums; the fees and expenses of the Trustee and 
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Depositories, including counsel thereto; and payments for pension, retirement, health and 
hospitalization, and life and disability insurance benefits, all to the extent properly allocable to 
the Program. 

"Program Obligations" means (a) Mortgage Loans (or participations therein) and 
Mortgage Certificates (or participations therein) and @) if the Rating Agencies have previously 
informed the Corporation and the Trustee in writing that there would be no adverse effect on the 
Unenhanced Ratings then assigned by them to the Bonds, other mortgage instruments (or 
participations therein) deposited in the Program Obligation Fund or identified or described by the 
Corporation either in the Authorizing Indenture authorizing the issuance of a Series of Bonds or 
otherwise in writing to the Trustee. 

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

"Rating Quality" means having terms, conditions andlor a credit quality such that the 
item stated to be of Rating Quaiity will not adversely affect the then-current Unenhanced Rating 
assigned by the Rating Agencies to the Bonds. 

"Redemption Price" means, with respect to any Bond, the principal amount thereof and 
any applicable premium. 

"Restricted Mortgage Principal" means Mortgage Principal that is required by the Code 
(in the amounts specified in the Authorizing Indenture for a Series or the corresponding Tax 
Certificate) to be used to redeem or retire Bonds of a Series. 

"Secured Obligations" means (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 the 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 
Hedging Instrument entered into with respect to all or any portion of the Bonds and specified as 
such in any Authorizing Indenture, but only to the extent provided for in the Indenture and any 
Supplemental Indenture; but "Secured 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 Provider for amounts drawn on or made 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. 

"Tax Certificate" means the certificate, if any, relating to the criteria for tax-exemption of 
interest on the Bonds delivered by the Corporation at the delivery of a Series of Bonds (other 
than Bonds the interest on which is intended not to be excluded from gross income for Federal 
income tax purposes). 

"Uncovered Loan Losses" shall mean, at any time of calculation, losses with respect to 
defaulted Mortgage Loans held in the Program Obligation Fund, to the extent that such losses (i) 
are not covered by any mortgage insurance or guarantee, (ii) are not recovered upon foreclosure 
or sale in lieu of foreclosure, and (iii) have not been covered by a transfer of amounts from the 
Loan Loss Fund to the Redemption Fund pursuant to the Indenture. 
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"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. 

''U~estricted Mortgage Principal" means Mortgage Principal other than Restricted 
Mortgage Principal. 

Indenture to Constitute a Contract (Section 203) 

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 pledge 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 205,206 and 207) 

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 oE 

(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) a copy of the Authorizing Indenture; 

(iii) 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; 

(iv) except in the case of retinding Bonds, a certificate of an authorized officer stating 
that the Corporation is not in default in the performance of any of the covenants, conditions, 
agreements or provisions contained in the Indenture; 

(v) a Bond Coverage Certificate; 

(vi) a certificate of an authorized officer of the Corporation that the then-current 
ratings of the Outstanding Bonds will not he reduced by the issuance of the additional Bonds, 

(vii) a written order ar to the authentication and delivery of such Bonds signed by an 
Authorized Officer; and 



(viii) such further requirements as set forth in the Indenture and any Supplemental 
Indenture. 

One or more Series of refunding Bonds may be issued pursuant to the Indenture to r e h d  
any Outstanding Bonds. Refunding Bonds may be issued only upon receipt by the Trustee of 
irrevocable instructions to the Trustee to give any required notices with respect to the refuoded 
Bonds, and upon receipt by the Trustee of either (i) moneys sufficient to effect payment of the 
Bonds to be refunded or (ii) direct obligations of, or obligations insured or guaranteed by, the 
United States of America or agencies or instrumentalities thereof which will provide moneys 
sufficient to provide for such payment. 

Funds and Accounts (Section 501) 

The Indenture establishes and creates the following trust funds and accounts: 

Program Obligation Fund 
Revenue Fund 

Interest Account 
Debt Service Reserve Account 
Bond Proceeds Account 
Restricted Mortgage Principal Account 

Redemption Fund 
Principal Account 
Operating Account 
General Account 

Rebate Fund 
Bond Purchase Fund 
Loan Loss Fund 

The Trustee will establish for each Series separate accounts in the Revenue Fund, the 
Redemption Fund, the Program Obligation Fund and the Rebate Fund and separate subaccounts 
in the Interest Account, the Reshicted Mortgage Principal Account, the Principal Account, the 
Operating Account and the General Account. 

Program Obligation Fund (Section 502) 

All Pledged Revenues relating to Program Obligations (including prepayments) and other 
investments in a Series Account of the Program Obligation Fund will be transferred to the 
applicable Series Account or Reshicted Mortgage Principal Account of the Revenue Fund. 

The Trustee will disbutse amounts held in each Series Account in the Program Obligation 
Fund (i) to acquire Program Obligations, (ii) to purchase Investment Securities, (iii) to transfer to 
the Interest Account or the Principal Account either as directed in the most recently delivered 
Bond Coverage Certificate or at the written direction of the Corporation to the extent necessary 
to prevent a default in the payment of principal of or interest on the Bonds or to pay the 
redemption price of the Bonds or (iv) as othetwise specified in the Authorizing Indenture or the 
redemption of Bonds. 



The Trustee will disburse funds in the Program Obligation Fund against delivery of 
Program Obligations only if the conditions of the Indenture are met, including that (i) the 
Corporation certifies the existence of Bond Coverage giving effect to such disbursement as 
provided in the definition of Bond Coverage, (ii) the Corporation certifies that no Event of 
Default under the Indenture exists or will exist after giving effect to such disbursement, (iii) the 
Corporation gives irrevocable instructions to register any Mortgage Certificates in the name of 
the Trustee and assigns to the Trustee all of the Corporation's rights, title and interest in any 
Mortgage Loans, and (iv) with respect to a proposed delivery of Mortgage Loans, the 
Corporation certifies compliance with any requirement with respect to Loan Loss Coverage and 
the Debt Service Reserve Requirement in accordance with the Indenture and the applicable 
Authorizing Indenture. 

Revenue Fund (Section 503) 

Immediately upon receipt of any Pledged Revenues (provided that amounts received in 
respect of any Hedging Instrument will be credited as specified in a Supplemental Indenture or 
an Authorized Officer's Certificate), the Trustee will deposit such Pledged Revenues in the 
applicable Series Account of the Revenue Fund, except that Restricted Mortgage Principal shall 
be deposited in the applicable Series Subaccount of the Restricted Mortgage Principal Account. 
The Trustee will apply such Pledged Revenues, together with any excesses in the Debt Service 
Reserve Account or Loan Loss Fund transferred to the Revenue Fund as 'described in the last 
paragraph under this heading, as follows: 

(1) From each Series Subaccount of the Restricted Mortgage Principal Account: 

Firs!, the Trustee shall transfer to the related Series Subaccount of the Principal 
Account the amount needed, together with amounts on deposit therein, to pay principal 
(including any Sinking Fund Installments) coming due on the Bonds of the related Series 
on or before the next Debt Service Payment Date and shall apply such amount to such 
purpose on such Debt Senice Payment Date; and 

Second, after satisfying the foregoing, the Trustee shall transfer to the related 
Series Subaccount of the General Account any amount then remaining in such Series 
Subaccount of the Restricted Mortgage Principal Account to be used to redeem Bonds of 
the related Series and shall apply such amount to such pupose on the earliest practicable 
redemption date. 

(2) From each Series Account of the Revenue Fund: 

First, to the applicable Series Account of the Rebate Fund to the extent so 
directed in writing by the Corporation but only as necessary to comply with the 
documents referred to in the Indenture and shall apply such amounts to such purpose; and 

Second, (i) to the applicable Series Subaccount of the Interest Account the amount 
required, together with other amounts on deposit therein, to pay the interest on the Bonds 
of the related Series on the next interest payment date; the Trustee will apply funds in a 
Series Subaccount of the Interest Account to the payment of interest on the applicable 
Series of Bonds on the applicable interest payment date; and (ii) to the counterparty of 



any Hedging Instrument, Authorized Hedging Payments due under such Hedging 
Instrument during the related current Interest Payment Period. AAer making the transfers 
set forth in the immediately previous sentence the Trustee may transfer to the Interest 
Account the amount required, together with other amounts on deposit therein, to pay 
interest coming due on Bonds of other Series to the extent that amounts under the 
Indenture would be otherwise insufficient therefor absent a transfer of funds from the 
Debt Service Reserve Account or the Loan Loss Fund or other money made available by 
the Corporation. 

After satisfaction in full of the deposits required by the preceding paragraphs, the Trustee 
will transfer the remaining Pledged Revenues in a Series Account of the Revenue Fund to the 
applicable Series Account of the Redemption Fund, to be applied as described below under 
"Summary of Certain Provisions of the Indenture-Redemption Fund." 

If at noon on the third Business Day prior to any Debt Service Payment Date the amount 
on deposit, or to be deposited on such Debt Service Payment Date, in the Interest Account, the 
Principal Account and the General Account is less than the amount required to pay, or to 
reimburse the payment of, Debt Service Payments on such Debt Service Payment Date, any 
deficiency in each such Account will be 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?herefor, including the Loan 
Loss Fund. On any Debt Service Payment Date, funds on deposit in the Debt Service Reserve 
Account in excess of the Debt Service Reserve Requirement may be withdrawn and paid over to 
the Corporation free and clear of the lien and pledge of the Indenhrre 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 Payments on the Bonds then due have been 
paid on such Debt Service Payment 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 Debt 
Service 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 (i); and provided, further, that no such funds 
derived from the proceeds of tax-exempt Bonds may be so released without a Counsel's Opinion 
to the effect that such release will not adversely affect the tax-exemption 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 Debt Service Payment Date in excess of the 
Debt Service Reserve Requirement will be transferred by the Trustee to the Account or Accounts 
of the Revenue Fund for the related Series of Bonds. On future Debt Service 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 Debt Service Reserve Requirement to the Series 
Account or Accounts of the Revenue Fund for the related Series of Bonds. 

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: 



First, (i) in each period ending on a principal payment date for the applicable Series of 
Bonds, to deposit in the related 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 (and, after so providing for the payment of principal of such related Series, to 
pay principal coming due on Bonds of other Series to the extent that amounts under the Indenture 
would be otherwise insufficient therefor absent a transfer of funds i?om the Debt Service Reserve 
Account or the Loan Loss Fund) 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 related 
Series of Bonds on the applicable principal payment date; and (ii) to the counterparty of any 
Hedging Instnunent, Authorized Hedging Payments due under such Hedging Instrument during 
the related current Interest Payment Period; 

Second, in each period ending on a Sinking Fund Installment Date for a Series of Bonds, 
to deposit in the related Series Subaccount of the Principal Account the amount necessary to 
satisfy the Sinking Fund Installment on the Bonds of such Series (and, after so providing for the 
payment of principal of such related Series, to pay Sinking Fund Installments coming due on 
Bonds of other Series to the extent that amounts under the Indenture would be otherwise 
insufficient therefor absent a transfer of funds from the Debt Service Reserve Account or the 
Loan Loss Fund) on such Sinking Fund Installment Date; 

Third, to the Debt Service Reserve Account, the amount required;if any, to increase the 
balance to the Debt Service Reserve Requirement; 

Fourth, to the related Subaccount of the Operating Account the amount required to pay or 
reimburse the Corporation for the payment of Program Expenses allocable to the then current 
semi-annual interest period for the related Series of Bonds, but in no event may such deposits in 
any semi-annual interest period exceed .055% of the outstanding principal balance of the 
Program Obligations held in the related Series Account of the Program Obligation Fund; and 

Fwh, after satisfaction in full of the deposits required by the four preceding paragraphs, 
remaining amounts to the applicable Series Subaccount of the General Account for application to 
the special redemption of Bonds of the related Series on apro rata basis; provided that upon the 
filing of a Bond Coverage Certificate, the Corporation may direct the Trustee: (i) to deposit all 
or a portion of such amount in the applicable Series Account of the Program Obligation Fund, 
but only if any amounts initially deposited in such Series Account of the Program Obligation 
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 need be filed 
only if the Rating Agencies require it); (ii) to deposit all or a portion of such amount in the 
related Series Subaccount of the General Account for application to the special redemption of 
Bonds of the related Series on other than a pro rata basis; (iii) to deposit all or a portion of such 
amount in another Series Subaccount of the General Account for application to special 
redemption of the one or more Series of Bonds relating to such Subaccount; or (iv) to transfer all 
or a portion of such moneys to the Corporation free and clear of the lien and pledge of the 
Indenture, but only if any amounts initially deposited in the related Series Account of the 
Program Obligation Fund have been exchanged for Program Obligations. 

Notwithstanding the foregoing, if amounts in any Series Subaccount of the Interest 
Account or the Principal Account are not adequate to pay interest or principal (including Sinking 
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Fund Installments) due with respect to the applicable Series of Bonds or any Authorized Hedging 
Payments required to be made by the Corporation or the Trustee to a counterparty under a related 
Hedging Instrument, amounts will be withdrawn from one or more Series Accounts of the 
Revenue Fund or the Redemption Fund to pay such interest or principal or required payments. 
Such transfers will be made in accordance with the directions of the Corporation or if no such 
direction is given from any Series Account of the Revenue Fund or the Redemption Fund. All 
such transfers will be made before any transfers of Pledged Revenues to the Operating Account 
or the General Account. 

Rebate Fund (Section 505) 

The Trustee will establish and create a Rebate Fund (and a separate account therein for 
each Series of Bonds), if necessary pursuant to the terms and conditions of any arbitrage or other 
tax-related certificate prepared in connection with the issuance of a Series of Bonds or any 
instructions or memorandum attached thereto or a Counsel's Opinion. Amounts in the Rebate 
Fund are not pledged by the Indenture as security for the payment of Secured Obligations. 

Bond Purchase Fund (Section 506) 

An Authorizing Indenture may create one or more accounts within the Bond F'urchase 
Fund for the purpose of holding amounts to be used to purchase related Bonds tendered by 
Bondholders pursuant to the terms of such Authorizing Indenture. Such accounts will be held in 
trust by the Trustee or Paying Agent designated by such Authorizing Indenture for the purposes 
specified by such Authorizing Indenture. Amounts in the Bond Purchase Fund are not pledged 
by the Indenture as security for the payment of Secured Obligations; and the tern "Secured 
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 Provider for 
amounts drawn on or made available pursuant to a Liquidity Facility for the payment of any such 
purchase obligation. 

Loan Loss Fund (Section 507) 

The Trustee and the Corporation shall make deposits into, and withdrawals and 
disbursements from the Loan Loss Fund in accordance with the Indenture. The Corporation 
shall maintain at all times an amount in the Loan Loss Fund equal to the Loan Loss Requirement. 
The Loan Loss Fund may be funded with any combination of cash or investments described in 
paragraphs 1,2 and I1 of the definition of Investment Securities, provided that, from and after 
the delivery to the Trustee of a Bond Coverage Certificate demonstrating clause (i) of the 
defmition of Parity, the Loan Loss Fund may also be funded with Mortgage Loans and Mortgage 
Certificates. No Mortgage Loans shall be purchased within or otherwise credited to the Program 
Obligation Fund unless upon such crediting the amount on deposit in the Loan Loss Fund shall 
be at least equal to the Loan Loss Requirement. 

The Corporation may, at any time, withdraw from the Loan Loss Fund an amount equal 
to Uncovered Loan Losses. The Corporation shall transfer all such amounts so withdrawn to the 
applicable Series Account of the Redemption Fund to be used to redeem Bonds of the related 
Series at the earliest practicable redemption date. 



Amounts in the Loan. Loss Fund in excess of the sum of (i) the Loan Loss Requirement 
and (ii) current and expected Uncovered Loan Losses, may at any time be withdrawn and paid to 
the Corporation free and clear of the lien and pledge of the Indenture. 

If, at noon, ~ l a s k a  time, on the fifteenth Business Day preceding any Debt Service 
Payment Date, the amount on deposit, or to be deposited on such Debt Service Payment Date, in 
the Interest Account, the Principal Account, the General Account and the Debt Service Reserve 
Account shall be less than the amount required to pay any Debt Service Payment on the Bonds 
on such Debt Service Payment Date, the Tmstee shall so notify the Corporation. If, at noon, 
Alaska time, on the tenth Business Day, preceding any Debt Service Payment Date, the amount 
on deposit, or to be deposited on such Debt Service Payment Date, in the Interest Account and 
the Principal Account shall be less than the amount required to pay any Debt Service Payment on 
the Bonds on such Debt Service Payment Date, the Trustee shall, to the extent necessary, sell 
Investment Securities, Mortgage Loans or Mortgage Certificates on deposit in the Loan Loss 
Fund such that an amount in cash equal to the deficiency described in this paragraph is on 
deposit in the Loan Loss Fund. 

If, at noon on the third Business Day prior to any Debt Service Payment Date the amount 
on deposit, or to be deposited on such Debt Service Payment Date, in the Interest Account, the 
Principal Account and the General Account is less than the amount required to pay, or to 
reimburse the payment of, Debt Service Payments on such Debt Service Payment Date, any 
deficiency in each such Account shall be 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, including the Loan 
Loss Fund. 

Investments (Sections 513 and 515) 

All amounts held under the Indenture by the Trustee are required to be continuously and 
fully invested for the benefit of the Corporation and the owners of the Bonds in accordance with 
the Indenture. All amounts deposited with the Trustee are required to be credited to the 
particular funds and accounts established under the Indenture. 

The Corporation is required to finish the Trustee with written investment inslructions. 
In the absence of such instructions, the Trustee is required to invest in those Investment 
Securities described in clause (10) of the defmition of Investment Securities so that the moneys 
in said Funds and Accounts will mature as nearly as practicable with times at which moneys are 
needed for payment of principal or interest on the Bonds. Except as otherwise provided in the 
Indenture, the income or interest earned and gains realized in excess of losses suffered by a 
Fund, other than the Loan Loss Fund, the Bond Purchase Fund and the Rebate Fund, due to the 
investment thereof will be deposited as Pledged Revenues in the Revenue Fund, unless otherwise 
directed by the Corporation. The Trustee is required to advise the Corporation on a monthly 
basis of the details of all deposits and Investment Securities held for the credit of each Fund in its 
custody under the provisions of the Indenture as of the end of the preceding month. The Trustee 
may act as principal or agent in the acquisition or disposition of any Investment Securities. The 
Trustee may purchase Investment Securities fiom (i) any l a d l  seller, including itself, (ii) other 
funds of the Corporation, and (iii) other funds established by resolution, indenture or agreement 
of the Corporation (including resolutions providing for issuance of obligations); provided, 



however, that the Trustee is not permitted to purchase Investment Securities at an above-market 
price or a below-market yield. The Trustee may, at its sole discretion, commingle any of the 
Funds and Accounts established pursuant to the Indenture into a separate fund or funds for 
investment purposes only; provided, however, that all Funds and Accounts held by the Trustee 
under the Indenture will be accounted for separately notwithstanding such commingling. The 
Corporation may not direct the Trustee to purchase any Investment Securities (other than an 
Investment Agreement) maturing on a date later than the earlier of six months following the date 
of purchase or the next Debt Service Payment Date, with the exception of investments made in 
the Loan Loss Fund, unless the Corporation has delivered a Bond Coverage Certificate to the 
Trustee. In computing the amount in any Fund, obligations purchased as an 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 T ~ s t e e  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 the acquisition or disposition of any Investment Securities, except for 
any such loss resulting from its own negligence or willfnl misconduct. 

Investment Agreements (Section 514) 

If the Corporation so directs the Trustee in writing, the Corporation and the Trustee will 
execute and deliver, as of the date of delivery 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 Service Reserve Account under an Investment Agreement 
providing for investment of such amounts and permitting withdrawals on or before Debt Service 
Payment Dates and (ii) amounts in the Program Obligation Fund and amounts in the Interest 
Account under an Investment Agreement providing for investment of such amounts and 
permitting withdrawals as necessary under the terms of the Indenture and the Authorizing 
Indenture. After the date of issuance and delivery of the Bonds, moneys deposited from time to 
time in the Revenue Fund (other than moneys transferred from the Redemption Fund to the Debt 
Service Reserve Account to bring the balance therein to the Debt Service Reserve Requirement), 
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 investment of 
such amounts and permitting withdrawals as necessary under the terms of the Indenture and the 
Authorizing Indenture. 

No Limitation on Additional Collateral Contributions (Section 516) 

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 andlor Program 
Obligations. 

Payment of Bonds (Section 701) 

The Corporation covenants to duly and punctually pay or cause to be paid the principal or 
redemption price, if any, of and the interest on every Bond at the dates and places and in the 
manner stated in the Bonds and in the Indenture according to the hue 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; Hedging Instruments 
(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 
a t  all times, to the extent permilted by law, defend, preserve and protect the pledge of the 
Program Obligations, Pledged Revenues and other assets, including rights therein, pledged under 
the Indenture and all the rights of the owners of the Bonds under the Indenture against all claims 
and demands of all persons whomsoever. 

No Hedging Instrument may be entered into by the Corporation with respect to all or any 
portion of the Bonds unless it complies with the following terms, conditions, provisions and 
Si tat ions and any additional terms, conditions, provisions and limitations specified by the 
related Supplemental Indenture with respect to such Hedging Instrument and the related Bonds: 

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

(ii) No Hedging Instrument may be entered into by the Corporation if the 
entry into such Hedging Instrument would cause any Unenhanced Rating on any Bonds 
to be reduced or withdrawn. 

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 taxable 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 M d s  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 the 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. 
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Accounts and Reports (Section 707) 

The Corporation covenants that it will keep, or cause to be kept, proper 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 Indenture 
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 Outstandig or their representatives duly 
authorized in writing. 

The Corporation also covenants to file with the Tmstee withii 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 fiancial 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. 

Sale of Program Obligations (Section 709) 

~e i thk r  the Corporation nor the Trustee shall sell or assign any Program Obligation held 
in the Program Obligation Fund, except (i) to realize the benefits of any mortgage or hazard 
insurance with respect to a Mortgage Loan or for the purpose of complying with any federal tax 
requirement; (ii) if the Bonds of any Series have been declared due and payable; (iii) in 
connection with any optional redemption of a Series of Bonds in whole or in part as described in 
a Supplemental Indenture (any such redemption in part requires the filing of a Bond Coverage 
Certificate); and (iv) in connection with a special redemption of a Series of Bonds when the 
principal amount of such Series of Bonds is 15% (or such other percentage or amount as may be 
provided in an.Authorizing Indenture) or less of the initial principal amount thereof; provided 
that in the case of either type of redemption, only the Program Obligations in the related Series 
Account may be sold or assigned. 

Suppiemental Indentures (Sections 801,802 and 803) 

Supplemental Indentures Effective Upon Filing With Trustee. The Corporation may file 
with the Trustee one or more supplemental indentures (each a "Supplemental Indenture") from 
time to time, without the consent of the Trustee and any owner of Bonds, in order to: 

(i) provide limitations and restrictions in addition to the limitations and 
restrictions contained in the Indenture on the issuance of evidences of indebtedness, 

(ii) add to the covenants, agreements, limitations and restrictions observed by 
the Corporation in the Indenture other covenants, agreements, limitations and restrictions 
to be observed by the Corporation which are not contrary to or inconsistent with the 
Indenture and which are not materially adverse to the interests of any Liquidity Provider, 



(iii) authorize a Series of additional Bonds and in connection therewith, 
specify and determine the matters and things referred to in the Indenture, and also any 
matters and things relative to such Series of additional Bonds which are not contrary to or 
inconsistent with the Indenture as theretofore in effect, or to amend, modify or rescind 
any such authorization, specification or determination at any time prior to the first 
authentication and delivery of such Series of Bonds, 

(iv) surrender any right, power or privilege reserved to or conferred upon the 
Corporation by the terms of the Indenture, but only if the surrender of such right, power 
or privilege is not contrary to or inconsistent with the covenants and agreements of the 
Corporation contained in the Indenture, 

(v) confirm, as hrther assurance, any pledge under, and the subjection to any 
lien or pledge created or to be created by, the Indenture, 

(vi) modify any of the provisions of the Indenture in any respect whatsoever, 
provided that (I) such modification does not materially adversely affect any owner of 
Bonds or (2) such modification is, and is expressed to be, effective only after all Bonds 
Outstandig at the date of adoption of such Supplemental Indenture cease to be 
Outstanding, or (3) such modification is, and is expressed to be, applicable only to Bonds 
issued on or after the date of the adoption of such Supplemental Indenture, or 

(vii) to make any other change in the Indenture, including any change 
otherwise requiring the consent of Bondholders, if such change affects only Bonds which 
are subject to mandatoly or optional tender for purchase and if (i) with respect to Bonds 
subject to mandatory tender, such change is effective as of a date for such mandatory 
tender, and (ii) with respect to Bonds subject to tender at the option of the holders 
thereof, notice of such change is given to such holders at least thirty (30) days before the 
effective date thereof. 

Supplemental Indentures Effective Upon Consent of Trustee. For any one or more of the 
following purposes and at any time or from time to time, the Corporation and the Trustee may 
enter into a Supplemental Indenture which, upon a finding recited therein by the Corporation and 
the Trustee (which may be based in reliance upon a Counsel's Opinion) that there is no material 
adverse effect on the owners of any Bonds, will be fully effective in accordance with its terms: 

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

(ii) insert such provisions clarifying matters or questions arising under the 
Indenture as are necessary or desirable and are not contrary to or inconsistent with the 
Indenture as theretofore in effect, or 

(iii) provide for additional duties of the Tmstee. 

Supplemental Indentures Effective Upon Consent of Owners of Bonds. Any modification 
or amendment of any provision of the Indenture or of the rights and obligations of the 
Corporation and of the owners of any Bonds may be made by a Supplemental Indenture, with the 
written consent given as provided in the Indenture of the holders of at least two-thirds in 
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principal amount of the Outstanding Bonds. No such modification or amendment may pennit a 
change in the terms of redemption or maturity of the principal of any' Outstanding Bond or of any 
installment of interest rate thereon or a reduction in the principal amount or the redemption price 
thereof or in the rate of interest thereon without the consent of the holder of such Bond. 

Events of Default (Section 1002) 

Each of the following events is an "Event of Default" under the Indenture: 

(a) the Corporation defaults in the payment of the principal or redemption 
price of any Bond when and as the same has become due, whether at maturity or upon 
call for redemption or otherwise; 

@) payment of any installment of interest on any Bond has not been made 
after the same has become due; and 

(c) the Corporation fails to comply with the provisions of the Indenture or any 
Supplemental Indenture or defaults in the performance or observance of any of the 
covenants, agreements or conditions contained therein, other than payment of the 
Tmstee'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 
@) 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 proceed, and upon the written 
request of any Liquidity Provider or the holders of not less than 25% in principal amount of all 
Bonds Outstanding @ut subject to the 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 holders) is required to proceed, in its own name, subject to the terms of the Indenture, to 
protect and enforce its rights and the rights of the owners of all Bonds, by such of the following 
remedies as the Trustee, being advised by counsel, deems 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 the Corporation to receive and collect 
revenues and assets adequate to cany out the covenants and agreements as to, and pledge of, 
such revenues and assets, and to require the Corporation to cany out any other covenant or 
agreement with holders and to perform its duties under the Act; @)by bringing suit upon the 
Bonds; (c) by action or suit in equity, to require the Corporation to account as if it were the 
trustee of an express trust for the owners of the Bonds; (d) by action or suit in equity, to enjoin 
any acts or things which may be unlawful or in violation of the rights of the owners of the 
Bonds; (e) by declaring all Bonds immediately due and payable, and if all defaults are made 
good, then, with the written consent of each Liquidity Provider and the holders of not less than 
25% in principal amount of the Outstanding Bonds, by annulling such declaration and its 
consequences; or (f) in the event the Bonds are declared due and payable by selling Progmm 
Obligations for the benefit of the owners of the Bonds. 



Priority of Payments after Default (Section 1004) 

In the event that upon the happening and continuance of any Event of Default, the funds 
held by the Trustee are insufficient for the payment of principal or redemption price, if any, and 
interest then due on the Bonds, such funds (other than funds held for the payment or redemption 
of particular Bonds which have theretofore become due at maturity or by call for redemption) 
and any other moneys received or collected by the Trustee, acting pursuant to the Act and the 
Indenture, after making provision for the payment of any expenses necessary in the opinion of 
the Trustee to protect the interest of the owners of the Bonds and for the payment of fees, 
charges and expenses and liabilities incurred by the Trustee, including those of its attorneys, in 
the performance of its duties under the Indenture, will be applied as follows unless the principal 
of all the Bonds is declared due and payable: 

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

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

Consistent with the foregoing, if the principal of Bonds is declared due and payable, 
available moneys will be applied to the payment of the principal and interest then due and unpaid 
upon the Bonds without preference or priority of principal over interest or of interest over any 
other installment 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 persons entitled 
thereto without any discrimination or preference except as to any difference in the respective 
rates of interest specified in the Bonds. 

Whenever moneys are to be applied by the Trustee pursuant to the above-described 
provisions, such moneys are required to be applied by the Trustee at such times, and from time to 
time, as the Trustee in its sole discretion determines, and the Trustee will incur no liability 
whatsoever to the Corporation, to any owner of Bonds or to any other person (including any 
Beneficial Owners) for any delay in applying any such moneys, so long as the T ~ s t e e  acts with 
reasonable diligence, having due regard for the circumstances, and ultimately applies the same in 
accordance with such provisions of the Indenture as may be applicable at the time of application 
by the Ttustee. 

Bondholders' Direction of Proceedings (Section 1006) 

Anything in the Indenture to the contrary notwithstanding, the holders of a majority in 
principal amount of the Bonds then Outstanding have the right, by an instrument or concurrent 
instruments in writing executed and delivered to the Trustee, to direct the method of conducting 



all remedial proceedings to be taken by the Trustee under the Indenture, 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 has any right to institute any suit, action, mandamus or other 
proceeding in equity or at law under the Indenture, or for the protection or enforcement of any 
right under the Indenture or any right under the law, unless such holder has given to the 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% in 
principal amount of the Bonds then Outstanding have made written request upon the Trustee 
after the right to exercise such powers or right of action, as the case may be, has occurred, and 
have afforded the Trustee sixty days either to proceed to exercise the power granted by the 
Indenture or granted under the law or to institute such action, suit or proceeding, in its name and 
unless, also, there has been offered to the Trustee reasonable security and indemnity against the 
costs, expenses and liabilities to be incurred therein or thereby, and the T ~ s t e e  has refused or 
neglected to comply with such request within sixty days; and such notification, request and offer 
of indemnity are declared in every such case, at the option of the Trustee, to be conditions 
precedent to the execution of the powers under the Indenture or for any other remedy under the 
indenture or under law. No one or more holders of the Bonds will have any right in any manner 
whatsoever by his or their action to affect, disturb or prejudice the security of the Indenture, or to 
enforce any right under the Indenture or under law with respect to the Bonds or the Indenture, 
except in the manner provided in the Indenture, and that all proceedings at law or in equity will 
be instituted, had and maintained in the manner provided in the Indenture and for the benefit of 
all holders of Outstanding Bonds. Nothing contained in the Indenture will affect or impair the 
right of any holder to enforce the payment of the principal or redemption price, if any, of and 
interest on the Bonds, or the 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 and place specified in said Bond. 

Notwithstanding anything to the contrary contained in the Indenture, each holder of any 
Bond by his acceptance thereof will be deemed to have agreed that any court in its discretion 
may require, in any suit for the enforcement of any right or remedy under the Indenture, or in any 
snit against the Trustee for any action taken or omitted by it as Trustee, the filing by any party 
litigant in such suit of an undertaking to pay the reasonable costs of such suit, and that such court 
may in its discretion assess reasonable costs, including reasonable attorneys' fees against any 
party litigant in any such suit, having due regard to the merits and good faith of the claims or 
defenses made by such party litigant; but the provisions 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 any suit instituted by any holder for the enforcement of the payment of the principal or 
redemption price of or interest on any Bond on or after the respective due date thereof expressed 
in such Bond. 

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 cause as is determined in the sole discretion of the Corporation. The 
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I removal of the Trustee will not take effect until its successor has accepted its appomhnent. Any 
successor to the Trustee is required to be a trust company, savings bank or cohe rc i a l  bank 
having capital and surplus aggregating at least $50,000,000. The Corporation is re' uired to pay P to the Trustee from time to time, from available moneys in the Operating Account, reasonable 
compensation for all services rendered under the Indenhue and also all reasonable expenses, 
charges, counsel fees and other disbursements, including those of their attorney?, agents and 
employees, incurred in the performance of their powers and duties under the Indedture, and the 
Trustee will have a first lien upon Pledged Revenues to secure the payment of all 'sums due the 
Trustee. 

Defeasance (Section 1201) 

If the Corporation pays or causes to be paid to the holders of the Bonds the principal and 
interest and redemption price, if any, to become due thereon, at the times and in the manner 
stipulated therein and in the Indenture, then the pledge of any revenues 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 mondys 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 been 
paid within the meaning and with the effect expressed in the preceding paragraph. A11 
Outstanding Bonds will prior to the maturity or redemption date thereof be deemed to have been 
paid within the meaning and with the effect so expressed if (a) in case any of said Bonds are to 
be redeemed on any date prior to their maturify, the Corporation has given to the Trustee in form 
satisfactory to it irrevocable instructions to provide notice of redemption of such Bonds and 
(b) there has been deposited with the Trustee either moneys in an amount which will be 
sufficient, or direct obligations of or obligations guaranteed by the United States of America the 
principal of and the 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 become 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 the interest on which is excludable from 
gross income for federal income tax purposes, there must also be delivered to the Trustee an 
opinion of counsel that the deposit of moneys does not adversely affect the exclusion of interest 
on any Bond from gross income for federal income tax purposes. Neither the obligations nor the 
moneys so deposited with the Trustee nor principal or interest payments on any such obligations 
may be withdrawn or used for any purpose other than, and will be held in bust for, the payment 
of the principal or redemption price, if applicable, and interest on said Bonds, but any cash 
received from such principal or interest payments on such obligations deposited wit$ the Trustee, 
if not then needed for such purpose, will, to the extent practicable, be reinvested ih obligations 
maturing at times and in amounts sufficient to pay when due the principal or redemption price, if 
applicable, and interest to become due on said Bonds on and prior to such redemption date or 
maturity date thereof, as the case may be, and interest earned from such reinvestments will be 
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, direction or request, and the same 
will be deemed to have been given by the Holders of the required percentage of such Bonds, or 
(ii) that any Bonds purchased with the proceeds of advances made by a Liquidity Provider will 
be deemed to be held by such Liquidity Provider, which will be considered the Holder of such 
Bonds for all purposes of determining whether Holders of a sufficient percentage of Bonds have 
given any such consent, approval, direction or request; and specifically the Holders of such 
Series will not be entitled to request action by the Trustee as described above under "Remedies" 
if such Liquidity Provider does not request such action. 

Legal Holidays (Section 1207) 

In any case where the scheduled date of payment of the principal or Redemption Price of 
or interest on the Bonds is not a Business Day, such payment may be made on the next 
succeeding Business Day with the same force and effect as if made on such scheduled date, and 
if so made no interest will accrue for the period after such scheduled date. 

Governing Law (Section 1208) 

The Indenture will be governed by and construed in accordance with the laws of the 
State. 

TAX MATTERS 

Opinions of Bond Counsel and Special Tax Counsel 

In the opinions of Bond Counsel and Special Tax Counsel, to be delivered on the date of 
issuance of the 2006 Bonds, assuming compliance with certain covenants which are designed to 
meet the requirements of the Code, under existing laws, regulations, rulings and judicial 
decisions, (i) interest on the 2006 Bonds is excluded fiom gross income for Federal income tax 
purposes; and (ii) interest on the 2006 Bonds is a specific preference item for purposes of the 
alternative minimum tax provisions imposed on individuals and corporations by the Code. 

In the opinion of Bond Counsel, interest on the 2006 Bonds is iiee fiom taxation by the 
State under existing law (except that no opinion is expressed as to such exemption from State 
estate and inheritance taxes and taxes of transfers by or in anticipation of death). 

General 

The requirements of applicable Federal tax law must be satisfied with respect to the 2006 
Bonds in order that interest on such Bonds not be included in gross income 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, single family residences (such as the 2006 Bonds) is not included in gross 



income for Federal income tax purposes only if certain requirements are met with respect to the 
terms, amount and purpose of the obligations and the use of the funds generated by the issuance 
of the obligations, the nature of the residences and the mortgages, and the eligibility of the 
borrowers executing the mortgages. 

Loan Eligibility Requirements Imposed by the Code 

The Code contains the following loan eligibility requirements that are applicable to 
Mortgage Loans financed with proceeds attributable to the 2006 Bonds in order that interest on 
the 2006 Bonds not be included in gross income for Federal income tax purposes retroactive to 
the date of issuance thereof. 

Residence Requirement 

The Code requires that each of the premises financed with proceeds of qualified 
mortgage bonds be a one-to-four-family residence, one unit ofwhich can reasonably be expected 
to become the principal residence of the mortgagor within a reasonable time after the financing is 
provided. In the case of a two-to-four-family residence (other than two-family residences in 
targeted areas having borrowers whose family income does not exceed 140% of applicable 
family median income), the residence must have been occupied as a residence at least five years 
before the mortgage is executed. Certain documents adopted by the Corporation that establish 
procedures to be followed in connection with the financing of Mortgage Loans with amounts 
attributable to the 2006 Bonds in order to assure that interest paid on the 2006 Bonds not be 
included in gross income for Federal income tax purposes under the Code (the "Program 
Documents") require each mortgagor to submit an affidavit stating such person's intention to 
occupy the premises as his principal residence within 60 days after closing of the Mortgage 
Loan. In the case of a two-to-four-family residence (other than two-family residences in targeted 
areas having borrowers whose family income does not exceed 140% of applicable family median 
income), the mortgagor is required by the Program Documents to certify that the residence was 
first occupied as a residence at least five years before the Mortgage Loan was executed. 

First-Time Homebuyer Requirernenf 

The Code requires that, subject to certain exceptions, the lendable proceeds of qualified 
mortgage bonds be used to provide financing to mortgagors who have not had a present 
ownership interest in their principal residence (other than the residence being financed) during 
the three-year period prior to execution of the mortgage loan. Mortgagors subject to this 
requirement must so certify when applying to a Mortgage Lender for a Mortgage Loan, and the 
Program Documents require that the Mortgage Lender make a reasonable investigation to verify 
such certification. Mortgagors subject to this requirement are required to provide Federal 
income tax returns for the previous three years or other appropriate certifications to allow the 
Mortgage Lender to verify that no deductions or other entries have been made that would 
indicate any such ownership interest. 

New Mortgage Requirement 

The Code requires that, with certain limited exceptions, the lendable proceeds of 
qualified mortgage bonds finance new mortgage loans only and that no proceeds may be used to 



acquire or replace an existing mortgage loan, which would include therefmancing of a pre- 
existing mortgage loan. The Corporation will verify compliance with the new mortgage 
requirement by requiring each mortgagor and the seller of the residence to certify, subject to such 
'exceptions, that no refinancing of a prior mortgage loan is being effected. 

Purclrase Price Limitation 

The Code requires that the purchase price of the residence financed with the lendable 
proceeds of qualified mortgage bonds may not exceed 90% of the average area purchase price 
applicable to such residence or 110% of the applicable average area purchase price in the case of 
residences located in targeted areas. The Corporation will verify compliance with the purchase 
price limitations by requiring each mortgagor and seller of a residence to make certifications 
regarding the purchase price of such residence. 

Income Limifalion 

The Code requires that all mortgage loans made from the lendable proceeds of qualified 
mortgage bonds be made only to borrowers whose family income does not exceed 115% (for 
mortgage loans made to families with fewer than three members, 100%) of the applicable 
median family income. An exception is provided for mortgage loans financed with the lendable 
proceeds of qualified mortgage bonds made with respect to targeted area residences that permits 
two-thirds in aggregate amount of such mortgage loans to be made with respect to borrowers 
whose family income does not exceed 140% (for mortgage loans made to families with fewer 
than three members, 120%) of the applicable median family income and one-third in aggregate 
amount of such loans to be made without regard to any income limitation. 

Applicable Federal tax law permits higher income limits for persons financing homes 
located in certain "high housing cost areas." A high housing cost area is a statistical area for 
which the ratios of the area's average purchase price for existing and new single family houses to 
the area's median income exceed 120% of the same ratios determined on a national basis. These 
ratios are determined separately with respect to new and existing single family residences. An 
area is a high housing cost area only if the ratios for both new and existing houses meet the 
120% test. In high housing cost areas, the mortgagor income limits are increased above 115% 
(or loo%, as applicable) by one percent for each percentage point (1%) by which the new or 
existing housing price ratio, whichever is smaller, exceeds 120%. However, the new limit cannot 
exceed 140% (or 120%, as applicable) of the income limits otherwise applicable. 

The Corporation will verify compliance with the requirements described under this 
caption "Tax Matters- Loan Eligibility Requirements Imposed by the Code- Income 
Limitation" by requiring each borrower to certify the amount of family income. Family income 
includes income of all individuals executing both the note and mortgage and occupying the 
dwelling as  their principal residence. 

Requiremerzfs as lo Assumptions 

The Code provides that a mortgage loan may be assumed only if each of the then 
applicable residence requirement, fmt-time homebuyer requirement, purchase price limitation, 
and income limitation is met with respect to such assumption. The Mortgage Loans will contain 



a "due on sale" clause, and the Corporation will not permit the assumption of a Mortgage Loan 
unless (i) it has determined that these requirements have been met and has obtained the 
appropriate certifications or (ii) it purchases the Mortgage Loan out from the lien of the 
Indenture and finances it from other sources. 

General 

An issue of bonds is treated as meeting the loan eligibility requirements of the Code if 
(i) the issuer in good faith attempted to meet all the loan eligibility requirements before the 
mortgage loans were executed, (ii) any failure to comply with the loan eligibility requirements is 
corrected within a reasonable period after such failure is first discovered, and (iii) 95% or more 
of the proceeds of the issue used to make mortgage loans was used to finance residences that met 
all such requirements at the time the mortgage loans were executed. In determining whether 
95% or more of the proceeds has been so used, the Code permits the Corporation to rely on an 
affidavit of the mortgagor and of the seller and an examination of copies of the mortgagor's 
Federal income tax returns for the last three years preceding the date the Mortgage Loan is 
executed even though the relevant information in such affidavits and income tax returns should 
ultimately prove to be untrue, unless the Corporation or the Mortgage Lender knows or has 
reason to believe that such information is false. 

Other Requirements Imposed by the Code 

The Code provides that gross income for Federal income tax purposcs does not include 
interest on a mortgage revenue bond if it is a qualified mortgage bond. A qualified mortgage 
bond is a part of an issue of a state or political subdivision all the proceeds of which (net of 
amounts applied to any costs of issuance thereof and to fund a reasonably required reserve) are 
used to finance, or to refimd bonds issued to finance, owner-occupied residences and that meets 
certain (i) general requirements, (ii) arbitrage restrictions on the use and investment of proceeds 
of the issue, and (iii) loan eligibility requirements set forth in the Code and as  more fully 
described above under 'Tax Matters - Loan Eligibility Requirements Imposed by the Code." 

The first general requirement of the Code applicable to the Corporation's Program is that 
the aggregate amount of private activity bonds that may be issued by the Corporation in any 
calendar year (or previous years' carried forward amount) must not exceed the portion of the 
private activity bond volume limit for the State for such calendar year that is allocated to the 
Corporation. The 2006 Bonds are within the applicable limit for the Corporation. The second 
general requirement of the Code applicable to the Corporation's Program is that at least 20% of 
the lendable proceeds of an issue of bonds must be made available (and applied with reasonable 
diligence) for owner-fmancing of residences in targeted areas (as defined by the Code) for at 
least one year after the date on which such funds are first available for such owner-financing (the 
"targeted area requiremenf'). The Corporation has covenanted to comply with such 
requirements to the extent required by the Code. 

The Code requires the issuer of qualified mortgage bonds to file with the Internal 
Revenue Service reports on the issuance of its qualified mortgage bonds following such issuance, 
as well as an annual qualified mortgage loan information report. The Corporation has 
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covenanted to file, as required, such reports with respect to the mortgage loans financed by the 
2006 Bonds. 

The Code requires that the effective interest rate on mortgage loans financed with the 
lendable proceeds of qualified mortgage bonds may not exceed the yield on the issue by more 
than 1.125% and that certain investment earnings on non-mortgage investments, calculated based 
upon the extent such investment earnings exceed the amount that would have been earned on 
such investments if the investments were invested at a yield equal to the yield on the 2006 
Bonds, be rebated to the United States. The Corporation has covenanted to comply with these 
requirements and has established procedures to determine the amount of excess earnings, if any, 
that must be rebated to the United States. 

Recapture Provision 

For certain mortgage loans made after December 31, 1990 fiom the proceeds of tax- 
exempt bonds issued after August 15, 1986, and for assumptions of such mortgage loans, the 
Code requires a payment to the United States fiom certain mortgagors upon sale or other 
disposition of their homes (the "Recapture Provision"). The Recapture Provision requires that an 
amount determined to be the subsidy provided by a qualified mortgage bond financing to a 
mortgagor be paid to the United States on disposition of the house (but not in excess of 50% of 
the gain realized by the mortgagor). The recapture amount would (i) -increase over the period of 
ownership, with full recapture occurring if the house were sold between four and five full years 
after the closing of the mortgage loan, and (ii) decline ratably to zero with respect to sales 
occurring between five and nine full years after the closing of the mortgage loan. An exception 
excludes from recapture part or all of the subsidy in the case of certain assisted individuals 
whose incomes are less than prescribed amounts at the time of the disposition. The Code 
requires an issuer to inform mortgagors of certain information with respect to the Recapture 
Provision. The Corporation has established procedures which the Corporation believes will 
enable it to meet such recapture information requirement. 

The Code states that an issuer will be treated as meeting the targeted area requirement, 
the arbitrage restrictions on mortgage loans, and the recapture information requirements if it in 
good faith attempted to meet all such requirements and any failure to meet such requirements 
was due to inadvertent error after taking all reasonable steps to comply with such requirements. 

Required Redemptions 

The Code requires redemption of certain qualified mortgage bonds issued after 1988 from 
unexpended proceeds required to be used to make mortgage loans that have not been used within 
42 months from the date of issuance (or the date of issuance of the original bonds in the case of 
refundings of unexpended proceeds), except for a $250,000 de minimis amount. As a result, the 
Corporation may be required by the Code to redeem the 2006 Bonds from unexpended proceeds 
attributable to the 2006 Bonds. Additionally, for bonds issued after 1988, the Code permits 
repayments (including prepayments) of principal of mortgage loans financed with the proceeds 
of an issue of bonds to be used to make additional mortgage loans for only 10 years from the 
date of issuance of the bonds (or the date of issuance of the original bonds in the case of 
refundings), after which date such amounts must be used to redeem bonds, except for a $250,000 
de minimis amount. As a result, the Corporation may be required by the Code to redeem 2006 



Bonds from repayments (including prepayments) of principal of Mortgage Loans financed with 
proceeds athibutable to the 2006 Bonds. 

Compliance 

The Code imposes various restrictions, conditions and requirements relating to the 
exclusion from gross income for Federal income tax purposes of interest on obligations such as 
the 2006 Bonds. The arbitrage certificate of the Corporation, which will be delivered 
concurrently with the delivery of the 2006 Bonds, will contain provisions and procedures relating 
to compliance with the requirements of the Code, and the Corporation has included provisions in 
the Program Documents that establish procedures, includiig receipt of certain affidavits and 
warranties from Mortgage Lenders and mortgagors, in order to assure compliance with the loan 
eligibility requirements and other requirements that must be satisfied subsequent to the date of 
issuance of the 2006 Bonds. The Corporation also has covenanted in the Indenture to do and 
perform all acts and things permitted by law and necessary or desirable to assure that interest 
paid on the 2006 Bonds shall not be included in gross income for Federal income tax purposes 
and, for such purpose, to adopt and maintain appropriate procedures. Failure to comply with 
these covenants may result in interest on the 2006 Bonds being included in gross income for 
Federal income tax purposes from the date of issuance of the 2006 Bonds. The opinions of Bond 
Counsel and Special Tax Counsel assume the Corporation is in compliance with these covenants. 
Bond Counsel and Special Tax Counsel are not aware of any reason why the Corporation can not 
or will not be in compliance with such covenants. However, Bond Counsel and Special Tax 
Counsel have not undertaken to determine (or to inform any person) whether any actions taken 
(or not taken) or events occurring (or not occurring) after the date of issuance of the 2006 Bonds 
may affect the tax status of interest on the 2006 Bonds. 

Original Issue Discount 

Bonds sold at an initial public offering price that is less than the stated amount to be paid 
at maturity constitute "Discount Bonds." The difference between the initial public offering 
prices of any such Discount Bond and the stated amount to be paid at maturity constitutes 
original issue discount treated as interest which is excluded fiom gross income for federal 
income tax purposes to the same extent as interest on such Bond. 

The amount of original issue discount which is treated as having accrued with respect to 
such Discount Bond is added to the cost basis of the owner in determining, for federal income 
tax purposes, gain or loss upon disposition of such Discount Bond (includiig its sale, redemption 
or payment at maturity). Amounts received upon disposition of such Discount Bond which are 
attributable to accrued original issue discount will be treated as tax-exempt interest, rather than 
as taxable gain, for federal income tax purposes. 

Original issue discount is treated as compounding semiannually, at a rate determined by 
reference to the yield to maturity of each individual Discount Bond, on days that are determined 
by reference to the maturity date of such Discount Bond. The amount treated as original issue 
discount on such Discount Bond for a particular semiannual accrual period is equal to the 
product of (i) the yield to maturity for such Discount Bond (determined by compounding at the 
close of each accrual period) and (ii) the amount which would have been the tax basis of such 
Discount Bond at the beginning of the particular accrual period if held by the original purchaser, 



less the amount of any interest payable for such Discount Bond dwhg  the accrual period. The 
tax basis is determined by adding to the initial public offering price on such Discount Bond the 
sum of the amounts that have been treated as original issue discount for such purposes during all 
prior periods. If such Discount Bond is sold between semiannual compounding dates, original 
issue discount which would have been accrued for that semiannual compounding period for 
federal income tax purposes is to be apportioned in equal amounts among the days in such 
compounding period. 

Owners of Discount Bonds should consult their tax advisors with respect to the 
determination and treatment of original issue discount accrued as of any date and with respect to 
the state and local tax consequences of owning a Discount Bond. 

Original Issue Premium 

Bonds sold at an initial public offering price that is greater than the stated amount to be 
paid at maturity (such as  the 2006 PAC Bonds) constitute "Premium Bonds." An amount equal 
to the excess of the issue price of a Premium Bond over its stated redemption price at maturity 
constitutes premium on such Premium Bond. An initial purchaser of a Premium Bond must 
amortize any premium over such Premium Bond's term using constant yield principles, based on 
the purchaser's yield to maturity or, in the case of Premium Bonds callable prior to their 
maturity, by amortizing the premium to the call date, based on the purchaser's yield to the call 
date and giving effect to the call premium). As premium is amortized, the purchaser's basis in 
such Premium Bond is reduced by a corresponding amount resulting in an increase in the gain 
(or decrease in the loss) to be recognized for federal income tax purposes upon a sale or 
disposition of such Premium Bond prior to its maturity. Even though the purchaser's basis may 
be reduced, no federal income tax deduction is allowed. Purchasers of the Premium Bonds 
should consult with their tax advisors with respect to the determination and treatment of 
amortizable premium for federal income tax purposes and with respect to the state and local tax 
consequences of owning a Premium Bond. 

Certain Additional Federal Tax Consequences 

The following is a brief discussion of certain Federal income tax matters with respect to 
the 2006 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 2006 Bonds. Prospective investors, 
particularly those who may be subject to special rules, are advised to consult their own tax 
advisors regarding the Federal tax consequences of owning and disposing of the 2006 Bonds. 

Although Bond Counsel and Special Tax Counsel will each render an opinion that 
interest on the 2006 Bonds will be excluded from gross income for Federal income tax purposes, 
the accrual or receipt of interest on the 2006 Bonds may otherwise affect the Federal income tax 
liability of the recipient. The extent of these other tax consequences will depend upon the 
recipient's particular tax status or other items of income or deduction. Bond Counsel and Special 
Tax Counsel express no opinion regarding any such consequences. Purchasers of the 2006 
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 the earned income credit and taxpayers 



who may be deemed to have incurred (or continued) indebtedness to purchase or carry tax- 
exempt obligations, are advised to consult their tax advisors as to the tax consequences of 
purchasing, holding or selling the 2006 Bonds. 

From time to time, there are legislative proposals in Congress that, if enacted, could alter 
or amend the Federal tax matters referred to above or adversely affect the market value of the 
2006 Bonds. It cannot be predicted whether or in what form any such proposal might be enacted 
or whether, if enacted, it would apply to bonds issued prior to enactment. Each purchaser of the 
2006 Bonds 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. 

CONTINUING DISCLOSURE UNDER SEC RULE 152-12 

In order to assist the Underwriters in complying with the Rule, the Corporation will 
execute and deliver the Continuing Disclosure Certificate. The Corporation will undertake to 
provide each Nationally Recognized Municipal Securities Information Repository, and if and 
when one is established, the Alaska State Information Depository, on an annual basis on or 
before 135 days after the end of each fiscal year for the Corporation, commencing with the fiscal 
year ending June 30, 2006, the financial and operating data concerning the Corporation outlined 
in the Continuing Disclosure Certificate. In addition, the Corporation will undertake, for the 
benefit of the registered owners and beneficial owners of the 2006 Bonds, to provide to each 
such Repository or to the Municipal Securities Rulemaking Board, and to the State Information 
Depository, in a timely manner, the notices described in the Continuing Disclosure Certificate. 

The sole and exclusive remedy for breach or default under the Continuing Disclosure 
Certificate is an action to compel specific performance of the undertakings of the Corporation, 
and no person, including a registered owner or beneficial owner of the 2006 Bonds, may recover 
monetary damages thereunder under any circumstances. A breach or default under the 
Continuing Disclosure Certificate shall not constitute an Event of Default under the Indenture. 
In addition, if all or any part of the Rule ceases to be in effect for any reason, then the 
information required to be provided under the Continuing Disclosure Certificate, insofar as the 
provision of the Rule no longer in effect required the provision of such information, shall no 
longer be required to be provided. 

The specific nature of the information to be provided is summarized in Appendix D - 
''Form of Continuing Disclosure Certificate." The Corporation has never failed to comply in any 
material respect with any previous undertaking with respect to the Rule to provide annual 
financial information or notices of material events. 

RATINGS 

S&P is expected to assign the 2006 Bonds a rating of "AAA", Moody's is expected to 
assign the 2006 Bonds a rating of "Aaa", and Fitch is expected to assign the 2006 Bonds a rating 
of "AAA". The assignment of such respective ratings by S&P, Moody's and Fitch to the 2006 
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Bonds is conditioned upon the delivery of the Policy by the Insurer substantially in the form set 
forth as Exhibit E hereto at the time of delivery of the 2006 Bonds. Such ratings on the 2006 
Bonds will expire on the termination of the Policy. The obligation of the Undenvriters to 
purchase the 2006 Bonds is conditioned on the assignment by S&P, Moody's and Fitch of the 
respective aforementioned ratings to the 2006 Bonds. Each rating reflects only the view of the 
applicable rating agency at the time such rating was issued and an explanation of the significauce 
of such rating may be obtained from the rating agency. There is no assurance that any such 
rating will continue for any given period of time or that any such ratings will not be revised 
downward or withdrawn entirely by the applicable rating agency if, in its judgment, 
circumstances so warrant. Any downward revision or withdrawal of any such rating can be 
expected to have an adverse effect on the market price of the 2006 Bonds. 

FINANCIAL STATEMENTS 

The unaudited financial statements of the Corporation as of and for the three months 
ended September 30, 2005, included in Appendix A to this Official Statement, appear without 
review or audit by an independent accountant. 

Copies of the Corporation's annual financial statements as of and for the year ended 
June 30, 2005 and the Corporation's current annual report will be mailed to any Beneficial 
Owner who shall have filed his name and address with the Corporation for such purpose. 

INDEPENDENT AUDITORS 

The financial statements of Corporation as of and for the year ended June 30, 2005, 
included in Appendix A to this Official Statement, have been audited by Mikunda, Cottrell8; 
Co., independent auditors, as stated in their report appearing herein. 

LITIGATION 

There is no controversy or litigation of any material nature now pending or threatened to 
restrain or enjoin the issuance, sale, execution, authentication, or delivery of the 2006 Bonds, or 
in any way contesting or affecting the validity of such 2006 Bonds or any proceedings of the 
Corporation taken with respect to the issuance or sale thereof, the pledge or application of any 
moneys or security provided for the payment of such 2006 Bonds, or the existence or powers of 
the Corporation. 

LEGAL MATTERS 

All legal matters incident to the authorization, sale and delivery of the 2006 Bonds and 
certain Federal and state tax matters are subject to the approval of Birch, Horton, Bitmer and 



Cherot, Anchorage, Alaska, Bond Counsel. Certain Federal tax matters will be passed upon for 
the Corporation by Kutak Rock LLP, Special Tax Counsel. Certain legal matters will be passed 
on for the Underwriters by their counsel, Hawkins Delafield & Wood LLP, New York, New 
York 

STATE NOT LIABLE ON BONDS 

The Bonds do not constitute a debt, liability or obligation of the State or of any political 
subdivision thereof or a pledge of the faith and credit of the State or of any political subdivision 
thereof, but are payable solely from the revenue or assets of the Corporation. 

LEGALITY FOR INVESTMENT 

Subject to any applicable Federal requirements or limitations, the 2006 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 
2006 Bonds. 

UNDERWRITING 

The 2006 Bonds are being purchased by the Underwriters. The Undenvriters have jointly 
and severally agreed to purchase the 2006 Bonds at the price of $99,997,778.60 (equal to to the 
principal amount of the 2006 Bonds, plus original issue premium of $1,322,778.60 on the 
2006 PAC Bonds), plus accmed interest, if any. The Underwriters will be paid a fee of 
$694,598.35 with respect to the 2006 Bonds. The Bond Purchase Agreement with respect to the 
2006 Bonds provides that the Underwriters will purchase all of such Bonds, if any are purchased, 
the obligation to make such purchase being subject to certain terms and conditions set forth in 
such Bond Purchase Agreement, the receipt of certain legal opinions, and certain other 
conditions. The initial public offering prices and yields of the 2006 Bonds may be changed from 
time to time by the Underwriters. The Bond Purchase Agreement with respect to the 2006 
Bonds provides that the Underwriters may offer and sell the 2006 Bonds to certain dealers 
(including dealers depositing such Bonds into unit investment trusts, certain of which may be 
sponsored or managed by an Underwriter) and others at prices lower or yields higher than the 
public offering prices and yields of the 2006 Bonds set forth on the inside cover page. 

UBS Financial Services Inc. has announced its intention to transfer its Municipal 
Securities Group to UBS Securities LLC once appropriate regulatory and operational steps have 
been accomplished. If such transfer is formallv completed on or before the date of 
consummation of the contemplated transaction, underwriting and related services will be 
performed by the Municipal Securities Group as a business unit of UBS Securities LLC. 



FINANCIAL ADVISOR 

F i t  Southwest Company is employed as Financial Advisor to the Corporation in 
connection with the issuance of the 2006 Bonds. The Financial Advisor's fee for services 
rendered with respect to the sale of the 2006 Bonds is contingent upon the issuance and delivery 
of the 2006 Bonds. First Southwest Company, in its capacity as Financial Advisor, does not 
assume any responsibility for the information, covenants and representations contained in any of 
the legal documents with respect to the federal income tax status of the 2006 Bonds, or the 
possible impact of any present, pending or future actions taken by any legislative or judicial 
bodies. 

The Financial Advisor to the Corporation has provided the following sentence for 
inclusion in this Official Statement. The Financial Advisor has reviewed the information in this 
Official Statement in accordance with, and as part of, its responsibilities to the Corporation and, 
as applicable, to investors under the federal securities laws as applied to the facts and 
circumstances of this transaction, but the Financial Advisor does not guarantee the accuracy or 
completeness of such information. 

FORWARD-LOOKING STATEMENTS 

The following statements are made as contemplated by the provisions of the Private 
Securities Litigation Reform Act of 1995: If and when included in this Official Statement, the 
words "expects," "forecasts," "projects," "intends," "anticipates," "estimates," "assumes" and 
analogous expressions are intended to identify fonvard-looking statements and any such 
statements inherently are subject to a variety of risks and uncertainties that could cause actual 
results to differ 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 reflect 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. 

ADDITIONAL INFORMATION 

The summaries and references herein to the Act, the 2006 Bonds, the Indenture and other 
documents and materials are brief outlines of certain provisions contained therein and do not 
purport to summarize or describe all the provisions thereof. For fkrther 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 be furnished by the Corporation upon request. See "The 
Corporation - General" for the address and telephone number of the Corporation's main oftice. 



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 2006 Bonds. 
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ALASKA HOUSING FINANCE CORPORATION 
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APPENDIX B 

FORM OF OPINION OF BOND COUNSEL 

Alaska Housing Finance Corporation 
4300 Boniface Parkway 
Anchorage, Alaska 99504 

Ladies and Gentlemen: 

We have examined the Constitution and laws of the State of Alaska (the "State") and a 
record of proceedings relating to the issuance of $98,675,000 aggregate principal amount of 
Home Mortgage Revenue Bonds, 2006 Series A (the "2006 Bonds") of the Alaska Housing 
Finance Corporation (the "Corporation"), a public corporation and government inshumentality 
of the State created by and existing under Alaska Statutes 18.55 and 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 2006 Bonds are authorized and issued pursuant to the Act and a resolution of the 
Corporation adopted December 14, 2005, and are issued pursuant to the Indenture by and 
between the Corporation and U.S. BankNational Association, as trustee (the "Trustee"), dated as 
of May 1,2002, and the 2006 Series A Supplemental Indenture, by and between the Corporation 
and the Trustee, dated as of January 1, 2006, executed pursuant to said Indenture (together, the 
"Indenhue"). 

The 2006 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 2006 Bonds in order for interest on the 2006 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 interest on the 2006 
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 relied upon various statements and 
representations of officers and other representatives of the Corporation including without 
limitation those contained in the Indenture, the Corporation's Certificate as to matters affecting 
the tax-exempt status of the 2006 Bonds, the Corporation's Regulations and Program Materials 
and the certified proceedings and other certifications of public officials and certifications by 

B-1 



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 
govemment 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 M l  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 applicable bankruptcy, reorganization, 
insolvency, moratorium, or other laws affecting creditors' rights generally fiom time to time in 
effect). 

3. The 2006 Bonds have been 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, are 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 2006 Bonds are 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 2006 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 h d s  established by the 
Indenture and moneys and securities therein which the Indenture purports to create, to the extent 
and on the terms provided therein. 

6. Under existing laws, regulations, rulings and judicial decisions, interest on the 
2006 Bonds is excluded from gross income for Federal income tax purposes. 

7. Interest on the 2006 Bonds is a specific preference item for purposes of the 
alternative minimum tax provisions imposed on individuals and corporations by the Code. We 
express no opinion regarding any other consequences affecting the Federal income tax liability 
of a recipient of interest on the 2006 Bonds. 

9. Under existing laws, interest on the 2006 Bonds is free from taxation of every 
kind by the State, and by municipalities and all other political subdivisions of the State (except 
that no opinion is expressed as to such exemption from State inheritance and estate taxes and 
taxes of transfers by or in anticipation of death). 



10. Certain requirements and procedures contained or referred to in the Indenture and 
other relevant documents may be changed and certain actions may be taken, upon the advice or 
with the opinion of counsel. Except to the extent of our concurrence therewith, we express no 
opinion as to any 2006 Bond, or the interest thereon, if any change occurs or action is taken upon 
the advice or approval of other counsel. 

Very truly yours, 

BIRCH, HORTON, BI?TNER AND CHEROT 

By: 



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 connection with the issuance and sale of 
$98,675,000 aggregate principal amount of Alaska Housing Finance Corporation Home 
Mortgage Revenue Bonds, 2006 Series A (the "Bonds"). The Bonds will be issued pursuant to 
the Indenture by and between the Alaska Housing Finance Corporation (the "Corporation") and 
US. Bank National Association, as trustee (the "Trustee"), dated as of May 1, 2002 (the 
"indenture"), and the 2006 Series A Supplemental Indenture, by and between the Corporation 
and the Trustee, dated as of January 1, 2006, authorizing the issuance of the Bonds (the 
"Supplemental Indenture"). Capitalized terms not otherwise defined herein are used as defined 
in the 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 relevant and necessary in rendering this opinion. 

From such examination, we are of the opinion that, assuming compliance by the 
Corporation with certain restrictions, conditions and requirements contained in the Indenture, the 
Supplemental Indenture and the Tax Regulatory Agreement and No Arbitrage Certificate 
designed to meet the requirements of the Internal Revenue Code of 1986, as amended (the 
"Code"), under existing laws, regulations, rulings and judicial decisions, interest on the Bonds is 
excluded from gross income for Federal income tax purposes. 

We are fiuther of the opinion that interest on the Bonds is a specific preference item for 
purposes of the alternative minimum tax provisions imposed on individuals and corporations by 
the Code. 

The Bonds maturing June 1,2036 (the "Premium Bonds") are being sold at a premium. 
An amount equal to the excess of the issue price of a Premium Bond over its stated redemption 
price at maturity constitutes premium on such Premium Bond. An initial purchaser of a 
Premium Bond must amortize any premium over such Premium Bond's term using constant 
yield principles, based on the purchaser's yield to maturity or, in the case of Premium Bonds 
callable prior to their maturity, by amortizing the premium to the call date, based on the 
purchaser's yield to the call date and giving effect to the call premium). As premium is 
amortized, the purchaser's basis in such Premium Bond is reduced by a corresponding amount 
resulting in an increase in the gain (or decrease in the loss) to be recognized for federal income 
tax purposes upon a sale or disposition of such Premium Bond prior to its maturity. Even though 
the purchaser's basis may be reduced, no federal income tax deduction is allowed. 



We express no opinion regarding any other consequences affecting the Federal income 
tax liability of a recipient of interest on the Bonds. 

The opinions expressed herein are rendered in reliance upon the opinion of Birch, 
Horton, Bittner and Cherot, Bond Counsel, as to the validity of the Bonds under the Constitution 
and laws of the State of Alaska. 

Very truly yours, 
IS/ Kutak Rock LLP 



APPENDIX D 

FORM OF CONTINUlNG DISCLOSURE CERTIFICATE 

This Continuing Disclosure Certificate (the "Certificate") is executed and delivered by 
the Alaska Housing Finance Corporation (the "Corporation") in connection with the issuance of 
$98,675,000 aggregate principal amount of its Home Mortgage Revenue Bonds, 2006 Series A 
(the "Subject Bonds"). The Subject Bonds are being issued pursuant to an Indenture, dated as of 
May 1,2002 (the "General Indenture"), by and between the Corporation and US.  Bank National 
Association, as trustee (the "Tmstee"), as supplemented, including as supplemented by a 2006 
Series A Supplemental Indenture, dated as of January I, 2006 (the "2006 Series A Supplemental 
Indenture"; together with the General Indenture, the "Indenture"), by and between the 
Corporation and the Tmstee.The Corporation covenants and agrees with the registered owners 
and the beneficial owners ofthe Subject Bonds as follows: 

SECTION I. Pumose of the Certificate. This Certificate is being executed and 
delivered by the Corporation for the sole and exclusive benefit of the registered owners and 
beneficial owners of the Subject Bonds. 

SECTION 2. Definitions. In addition to the definitions set forth in.the Indenture, which 
apply to any capitalized term used in this Certificate unless othenvise defined in this Section, the 
following capitalized tenns shall have the following meanings: 

"Annual Report" shall mean any Annual Report provided by the Corporation pursuant to, 
and as described in, Sections 3 and 4 of this Certificate. 

"Disclosure Representative" shall mean the Executive DirectorIChief Executive Officer 
of the Corporation or his or her designee. 

"Fiscal Year" shall mean any twelve-month period ending on June 30 or on such other 
date as the Co~potation may designate from time to time. 

"Listed Events" shall mean any of the events listed in Section 5(a) of this Certificate. 

"National Repositorv" shall mean. at anv time, a then-existine. Nationallv Recomized - - 
Municipal Securities Information Repository, as recognized from time to time by the Securities 
and Exchange Commission for the purposes referred to in the Rule. Currently, the following are - .  - - 
National ~eiositories: 

- 

Bloomberg Municipal Repository 
100 Business Park Drive 
Skillman, NJ 08558 
Phone: (609) 279-3225 
Fax: (609) 279-5962 
E-mail: Munis@BIoomberg.com 



DPC Data Inc. 
One Executive Drive 
Fort Lee, NJ 07024 
Phone: (201) 346-0701 
Fax: (201) 947-0107 
E-mail: nrmsir@dpcdata.com 

FT Interactive Data 
Attn: NRMSIR 
100 William Street 
New York, NY 10038 
Phone: (212) 771-6999 
Fax: (212) 771-7390 (Secondary Market Information) 
(212) 771-7391 (Primary Market Information) 
E-mail: NRMSIR@FTID.com 

Standard &Poor's Securities Evaluations, Inc. 
55 Water Street, 45th Floor 
New York, NY 10041 
Phone: (212) 4384595 
Fax: (212) 438-3975 
E-mail: nmsir-repository@sandp.com 

"Oficial Statement" shall mean the Corporation's final Official Statement with respect to 
the Subject Bonds, dated January 11,2006. 

"Participating Underwriters" shall mean any of the original underwriters of the Subject 
Bonds required to comply with the Rule in connection with offering of the Subject Bonds. 

"Repository" shall mean each National Repository and each State Repository. 

"Rule" shall mean Rule 15~2-12@)(5) adopted by the Securities and Exchange 
Commission under the Securities Exchange Act of 1934, as the same may be amended from time 
to time. 

"State Repository" shall mean any public or private repository or entity designated by the 
State as a state repository for the purpose of the Rule. As of the date of this Certificate, there is 
no State Repository. 

SECTION3. Provision of Annual Reports. The Corporation shall provide to each 
Repository an Annual Report for the preceding Fiscal Year (commencing with the Fiscal Year 
ending June 30,2006) which is consistent with the requirements of Section 4 of this Certificate. 
The Annual Report shall be provided not later than 135 days after the Fiscal Year to which it 
relates. The Annual Report may be submitted as a single document or as separate documents 
comprising a package, and may cross-reference other information as provided in Section 4 of this 
Certificate; provided that the audited financial statements of the Corporation may be submitted 



separately from the balance of the Annual Report, and later than the date required for the filing 
of the Annual Report if not available by that date. 

SECTION 4. Content of Annual Reports. The Corporation's Annual Report shall 
include (i) the Corporation's audited financial statements for the fiscal year ended on the 
previous June30, prepared in accordance with generally accepted accounting principles 
established by the Governmental Accounting Standards Board, if available, or unaudited 
financial statements for such fiscal year, (ii) an update of the financial information and operating 
data contained in the final Official Statement under the caption "The Corporation," (iii) the 
amount and type of investments (and cash) in the accounts and subaccounts established in the 
Indenture, (iv) the outstanding principal balances of each maturity of Subject Bonds and the 
sinking fund installment amounts as applicable, (v) the application of funds deposited in the 
2006 Series A Subaccount of the Redemption Fund and (vi) financial information and operating 
data with respect to any other series of Bonds. 

If not provided as part of the Annual Report by the date required (as described above 
under "Provision of Annual Reports"), the Corporation shall provide audited financial 
statements, when and if available, to each Repository. 

Any or all of the items listed above may be incorporated by reference fiom other 
documents, including official statements of debt issues of the Corporation or related public 
entities, which have been submitted to each of the Repositories. If the document incorporated by 
reference is a final official statement, it must be available &om the Municipal Securities 
Rulemaking Board. The Corporation shall clearly identify each such other document so 
incorporated by reference. 

SECTION 5. Reportine of Simificant Events. 

This Section 5 shall govern the giving of notices of the occurrence of any of the 
following events: 

1. Principal and interest payment delinquencies on the Subject Bonds or any 
other Bonds; 

2. Non-payment related defaults under the Indenture and any Supplemental 
Indenture; 

3. Unscheduled draws on debt service reserve reflecting financial difficulties; 

4. Unscheduled draws on credit enhancements reflecting financial 
difficulties; 

5. Substitution of credit or liquidity providers, or their failure to perform; 

6. Adverse tax opinions or events affecting the tax-exempt status of the 
Subject Bonds; 

7. Modifications to rights of Subject Bondholders; 
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8. Unscheduled Subject Bond calls; 

9. Defeasances of Subject Bonds; 

10. Release, substitution or sale of property securing repayment of the Subject 
Bonds; and 

11. Rating changes for the Subject Bonds. 

Upon the occurrence of a Listed Event that is material, the Corporation shall file a notice 
of such occurrence with the Repositories. Each notice of a Listed Event hereunder shall indicate 
that it is a notice of a Listed Event and shall include the CUSP numbers of the Subject Bonds. 
Notwithstanding the foregoing, notice of Listed Events described in subsections (8) and (9) need 
not be given under this subsection any earlier than the notice (if any) of the underlying event is 
given to the owners of affected Subject Bonds pursuant to the Indenture. 

SECTION 6. Termination of Reoortin~ Obli~ation. The Corporation's obligations 
under this Certificate shall terminate upon the legal defeasance, prior redemption or payment in 
full of all of the Subject Bonds. 

SECTION 7. Dissemination Agent. The Corporation may satisfy its obligations 
hereunder to file any notice, document or information with a National Repository or State 
Repository (i) solely by transmitting such filing to the Texas Municipal Advisory Council (the 
"MAC") as provided at htt~://www.disclosureusa.org unless the Securities and Exchange 
Commission has withdrawn the interpretive advice in its letter to the MAC dated September 7, 
2004, or (ii) by filing the same with any dissemination agent or conduit, including any "central 
post office" or similar entity, assuming or charged with responsibility for accepting notices, 
documents or information for transmission to such National Repository or State Repository, to 
the extent permitted by the Securities and Exchange Commission or Securities and Exchange 
Commission staff or required by the Securities and Exchange Commission. For this purpose, 
permission shall be deemed to have been granted by the Securities and Exchange Commission 
staff if and to the extent the agent or conduit has received an interpretive letter, which has not 
been revoked, from the Securities and Exchange Commission staff to the effect that using the 
agent to transmit information to the National Repositories and the State Repository will be 
treated for purposes of the Rule as if such information were transmitted directly to the National 
Repositories and the State Repository. 

SECTION 8. Amcndment: Waiver. Notwithstanding any other provision of this 
Certificate, the Corporation may amend this Certificate if the following conditions are met: 

(a) The amendment is made in connection with a change in circumstances that arises 
from a change in legal (including regulatory) requirements, a change in law (including ~ l e s  or 
regulations) or in interpretations thereof or a change in the identity, nature or status of the 
Corporation or the type of business conducted thereby; 

(b) The Certificate, as amended, would have complied with the requirements of the 
Rule at the time of the issuance of the Subject Bonds, after taking into account any amendments 
or interpretations of the Rule, as well as any change in circumstances; and 
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(c) The amendment does not materially impair the interests of the beneficial owners 
of the Subject Bonds as determined either by a party unaffiliated with the Corporation (such a s  
Bond Counsel) or by approving vote of the registered owners of a majority in principal amount 
of the Subject Bonds pursuant to the terms of the Indenture. 

The annual financial information containing the amended operating data or fmancial 
information will explain, in narrative form, the reasons for the amendment and the impact of the 
change in the type of operating data or financial information being provided. 

SECTION 9. Transmission of Information and Notices. Unless othenvise required by 
law and, in the Corporation's sole determination, subject to technical and economic feasibility, 
the Corporation shall employ such methods of information and notice transmission as shall be 
requested or recommended by the recipients of the Corporation's information and notices. 

SECTION 10. Default. Except as described in this paragraph, the provisions of 
this Certificate will create no rights in any other person or entity. The obligation of the 
Corporation to comply with the provisions of this Certificate are enforceable (i) in the case of 
enforcement of obligations to provide financial statements, financial information, operating data, 
and notices, by any beneficial owner of Outstanding Subject Bonds, or by the Trustee on behalf 
of the registered owners of Outstanding Subject Bonds, or (ii) in the case'of challenges to the 
adequacy of the financial statements, financial information, and operating data so provided, by 
the Trustee on behalf of the registered owners of Outstanding Subject Bonds;provided, however, 
that the Trustee shall not be required to take any enforcement action except at the direction of the 
registered owners of not less than 25% in aggregate principal amount of the Bonds at the time 
Outstanding who shall have provided the Trustee with adequate security and indemnity. A 
default under this Certificate shall not be deemed an Event of Default under the Indenture, and 
the sole remedy under this Certificate in the event of any failure of the Corporation or the 
Trustee to comply with this Certificate shall be an action to compel performance. 

SECTION 11. Governing Law. This Certificate shall be construed and interpreted in 
accordance with the laws of the State of Alaska, and any suits and actions arising out of this 
Agreement shall be instituted in a court of competent jurisdiction in the State, provided that, to 
the extent this Certificate addresses matters of Federal securities laws, including the Rule, this 
Agreement shall be construed in accordance with such Federal securities laws and official 
interpretations thereof. 

SECTION 12. Beneficiaries. This Certificate shall inure solely to the benefit of the 
Corporation, and the registered owners and beneficial owners &om time to time of the Subject 
Bonds, and shall create no rights in any other person or entity. 

Date: January 26,2006 

ALASKA HOUSING FINANCE CORPORATION 



Exhibit A 

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT 

Name of Issuer: Alaska Housing Fiance Corporation (the "Corporation") 

Name of Bond Issue: $98,675,000 Home Mortgage Revenue Bonds, 2006 Series A 

Date of Issuance: January 26,2006 

NOTICE IS HEREBY GIVEN that the Corporation has not provided an Annual Report 
with respect to the above-named bond issue as required by the certificate of the Corporation. 

Dated: 

ALASKA HOUSING FINANCE CORPORATION 

By: 



APPENDLX E 

FORM OF MBIA INSURANCE CORPORATION BOND INSURANCE POLICY 



FINANCIAL GUARANTY INSURANCE POLICY 
MBIA Insurance Corporation 

Annonk, New York 10504 

Policy No. m E R ]  
MBIA Insurance Corporation (the "Insurer"), in consideration of the payment of the premium and subject to the tams 
of this policy, hereb unconditionalIy and irrevocably guarantees to any owner, as h e r e i i  defined, of the 
following demiibed obgations, the full and complete payment required to be made by or on behalf of the Issuer to 
WSERT NAME OF PAYING A G W  or its successor (the "Paymg Agent") of an amount to (i) the principal 
of (either at the stated maturity o r b  any advancement of rnahuity w a n t  to a mandatory sinking fund payment) X and interest on, the Obligations (as at term is defined below) as sucf: ayments shall become due but shall not be so 
paid (except that in h e  event of any acceleration of the due date of suci! principal by reason of mandatory or optional 
redemption or acceleration resultin From default or othenvise, other than any advancement of maturity pursuant to a 

i% mandatory sinking fund payment, e payments guaranteed he& shall be made in such amounts and at such timg 
as such payments of principal would havebeen due had there not h n any such acceleration, unless the Insurer elects 
in its sole discretion, to ay in whole or in p a t  any principal due by reason of such accelemtion); and (ii) the 
reimb-ment of any sue\ yment which is subsequently movered from any owner pursuant to afinal judgment by 
a court of competent j&hon that such ayment constitutes an avoidable preference to such owner within the 
meaning of any ap licable bankruptcy law. b e  amounts referred to in clauses (i) and (ii) of the preceding sentence 
shall be r e f e d  to [erein collectively as the "~nsured Amounts." "Obligations" shall mean: 

WI 
LEGAL NAME OF ISSUE] 

Upon receipt of telephonic or telegraphic notice, such notice sub uently confirmed 'in writing by registered or 
certified mad, or u n receipt of written notice by registered orcertifi 3 .  d, by the Insurer £tom the Pa g Agent or 
any owner of an 0f&ation the of an Insured Amount for which is then due, that such requ. m r  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 later, will make a deposit of funds, in an account wth US. Bank Trust National 
Assmation, in New York, New York, or its successor, sufficient for the payment of an such Insured Amounts which 
are then due. Upon pmentment and surrender of such Obligations or presentment o 2 such other proof of ownixship 
of the Obli ations, together with any appmpriate inshuments of assignment to evidence the assignment of the Insured 
Amounts 8 ue on the Obligations as are pad by the Insurer, and appmpnate instruments to effect the appointment of 
the Insurer as agent for such owners of the Obbgations in any legal proceedin related to payment of Insured Amounts ' 

on the Obligations, such inshuments being in a form satisfactory to US. B a 8  Tmst Nahonal Association, U.S. Bank 
Trust National Association shall disbum to such owners, or the Paying Agent pa ent of the Insured Amounts due 
on such Obligations, less any amount held by the Paying Agent for the payment o P such Insured Amounts and legally 
available therefor. This policy does not insure against loss of any prepayment premium which may at any time be 
payable with respect to any Obligation. 
As uscd herein, the term "owner" shall mean the regisrcrcd owner of any Obliption as indicated in the books 
maintained by the Paying Agent, the Issuer. or any designee of the Issuer for such purpose. m e  Lam owner shall not 
include the Issuer or any party whose agreement with the lssuerconstitutes theunderlymg security for the Obligations. 
Any service of mess on the Insurer may be made to the Insurer at its ofices located at 113 King Stmt, h o n k ,  
New York lo& and such service of p ~ x z s s  shall be valid and biding. 
This policy is non-cancellable for an reason. The premium on this policy is not refundable for any reason including 
the payment prior to maturity of the 8bligations. 
IN WITNESS WHEREOF, the Insurer has caused this licy to be executed in facsimile on its behalF by its duly 
authorized officers, [his D A ~  day of [MONTH, YFART 

MBIA Insurance Corporation 

President 
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