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(See "RATING")

In the opinion of Lewis Brisbois  Bisgaard & Smith LLP, Bond Counsel, based upon an analysis of existing laws, regulations, rulings and court decisions, and assuming, among other matters, compliance with certain covenants, interest on the Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986. In the further opinion of Bond Counsel, interest on thc Bonds is not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel observes that such interest is included in adjusted current earnings when calculating corporate alternative minimum taxable income.  Bond Counsel also observes that interest on the Bonds is exempt from State of California personal income taxes. Bond Counsel expresses no opinion regarding any other tax consequences related to the ownership or disposition of or the accrual or receipt of interest on, the Bonds. See "TAX MATTERS."
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Dated: February 1, 2003
Due: as shown on inside cover page hereto

The Bonds are issuable only as fully registered bonds without coupons in the denomination of $5,000 principal amount or any integral multiple thereof. Interest on the Bonds will be payable on March 20 and September 20 of each year, commencing September 20, 2003.  Purchasers of the Bonds will not receive certificates representing their interests in the Bonds purchased. Bonds will be registered in the name of Cede & Co., as registered owner and nominee of The Depository Trust Company, New York, New York. Principal of and interest on the Bonds is payable by U.S. Bank National Association, as trustee (the "Trustee"), to Cede & Co. See "BOOK-ENTRY ONLY SYSTEM".

The Bonds are being issued pursuant to a Trust Indenture, dated as of February 1, 2003 (the "Indenture"), by and between the Housing Authority of the County of San Bernardino (the "Issuer") and the Trustee to finance a mortgage loan (the "Mortgage Loan") to The Friendly Village Mobilehome Park Corporation, a California nonprofit public benefit corporation (the "Borrower"), in order to refund a portion of the certain Multifamily Mortgage Revenue Notes issued by the Issuer in connection with the acquisition and rehabilitation by the Borrower of Santiago Hillside Estates Mobilehome Park, formerly known as Friendly Village Mobilehome Park, an 84 space mobilehome community in San Bernardino (the "Project"), to make deposits to certain reserve funds, and to pay certain costs associated with the issuance of the Bonds.

It is anticipated that the Bonds will be secured primarily by a fully-modified pass-through mortgage backed security (the "GNMA Security") guaranteed as to timely payment of principal and interest by the Government National Mortgage Association ("GNMA"), issued by Red Mortgage Capital, Inc. (the "Lender") and held by the Trustee.  The GNMA Security is backed by the Mortgage Loan and is to be delivered by the Lender pursuant to a Financing Agreement (the "Financing Agreement") by and among the Issuer, the Borrower and the Lender.  Prior to the acquisition of the GNMA Security, the Bonds will be secured by certain of the Bond proceeds invested by the Trustee in Qualified Investments described herein.  See "SECURITY AND SOURCES OF PAYMENT FOR THE BONDS". 

The Bonds are subject to redemption prior to maturity as described herein.  Persons who purchase Bonds at a price in excess of their principal amount risk the loss of any premium paid in the event the Bonds are redeemed prior to maturity.  See "THE BONDS" and "CERTAIN BONDHOLDERS' RISKS".


THE BONDS AND THE INTEREST THEREON ARE LIMITED OBLIGATIONS OF THE ISSUER, PAYABLE SOLELY FROM THE REVENUES AND THE TRUST ESTATE, WHICH ARE SPECIFICALLY ASSIGNED AND PLEDGED TO SUCH PURPOSES IN THE MANNER AND TO THE EXTENT PROVIDED IN THE INDENTURE.  NEITHER THE STATE OF CALIFORNIA, THE COUNTY OF SAN BERNARDINO, NOR ANY POLITICAL SUBDIVISION THEREOF (EXCEPT THE ISSUER, TO THE LIMITED EXTENT SET FORTH IN THE INDENTURE) WILL IN ANY EVENT BE LIABLE FOR THE PAYMENT OF THE PRINCIPAL OF, PREMIUM, IF ANY, OR INTEREST ON THE BONDS OR FOR THE PERFORMANCE OF ANY PLEDGE, OBLIGATION OR AGREEMENT OF ANY KIND WHATSOEVER OF THE ISSUER, AND NONE OF THE BONDS OR ANY OF THE ISSUER'S AGREEMENTS OR OBLIGATIONS WILL BE CONSTRUED TO CONSTITUTE AN INDEBTEDNESS OF OR A PLEDGE OF THE FAITH AND CREDIT OF OR A LOAN OF THE CREDIT OF THE ISSUER OR ANY OF ITS MEMBERS, THE STATE OF CALIFORNIA, THE COUNTY OF SAN BERNARDINO, OR ANY POLITICAL SUBDIVISION THEREOF WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY PROVISION  WHATSOEVER.  THE BONDS ARE NOT A DEBT OF THE UNITED STATES OF AMERICA, THE UNITED STATES DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT OR ANY OTHER AGENCY THEREOF AND ARE NOT GUARANTEED BY THE FULL FAITH AND CREDIT OF THE UNITED STATES OF AMERICA.

This cover page contains only a brief description of the Issuer, the Bonds and the security therefor.  It is not intended to be a summary of material information with respect to the Bonds.  Investors should read this entire Official Statement to obtain information necessary to make an informed investment decision.

The Bonds are offered when, as and if issued and received by the Underwriter, subject to the approving opinion of Lewis Brisbois  Bisgaard & Smith LLP, San Bernardino, California, Bond Counsel.  Certain matters will be passed upon by Lewis Brisbois Bisgaard & Smith LLP., San Bernardino, California, as Disclosure Counsel, and for the Issuer by Best Best & Krieger LLP, Riverside, California.  Certain legal matters will be passed upon for the Borrower by the Law Offices of Marla Merhab Robinson, Santa Ana, California and Kutak Rock, Omaha, Nebraska and for the Lender by Krooth & Altman, Washington, D.C.  Certain legal matters will be passed upon for the Underwriter by Eichner & Norris PLLC, Washington, D.C., counsel to the Underwriter.  It is expected that the Bonds will be available for delivery to The Depository Trust Company in New York, New York, on or about February 26, 2003.

KINSELL NEWCOMB & DE DIOS, INC.

Dated:  February 19, 2003

MATURITY SCHEDULE

SERIES 2003A BONDS


Maturity Date
Principal Amount
Interest Rate
Price

March 20, 2013
$   125,000
           6.70%
111.276%


March 20, 2043
$1,765,000
           6.70%
112.035%

(Plus accrued interest from February 1, 2003)

No broker, dealer, salesman or other person has been authorized by the Issuer, the Borrower, the Lender or the Underwriter to give any information or to make any representations with respect to the Bonds other than those contained in this Official Statement and, if given or made, such information or representations must not be relied upon as having been authorized by the Issuer, the Borrower, the Lender or the Underwriter. The Underwriter has provided the following sentence for inclusion in this Official Statement. The Underwriter has reviewed the information in this Official Statement in accordance with, and as part of, its responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the Underwriter does not guarantee the accuracy or completeness of such information. This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor will there be any sale of the Bonds by any person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. Only the information set forth herein under the captions "THE ISSUER" and "ABSENCE OF LITIGATION - Issuer" has been furnished by the Issuer. All other information set forth herein has been obtained from the Borrower and the Lender and other sources believed by the Underwriter to be reliable. The information set forth herein is not guaranteed as to accuracy and is not to be construed as a representation of such by the Underwriter, the Borrower, the Lender or the Issuer. The information and expressions of opinion herein are subject to change without notice, and neither the delivery of this Official Statement nor any sale made hereunder will, under any circumstances, create any implication that there has been no change in the information or opinions set forth herein since the date hereof.

No registration statement relating to the Bonds has been filed with the Securities and Exchange Commission (the "Commission") or with any state securities agency. The Bonds have not been approved or disapproved by the Commission or any state securities agency, nor has the Commission or any state securities agency passed upon the accuracy or adequacy of this Official Statement. Any representation to the contrary is a criminal offense.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH TEND TO STABILIZE OR MAINTAIN THE MARKET PRICE FOR THE BONDS ABOVE THE LEVELS WHICH WOULD OTHERWISE PREVAIL. SUCH ACTIVITIES, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

TABLE OF CONTENTS

INTRODUCTORY STATEMENT
1

THE ISSUER
3

SOURCES AND USES OF BOND PROCEEDS
4

THE BONDS
4

BOOK ENTRY ONLY SYSTEM
9

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS
10

THE GNMA MORTGAGE-BACKED SECURITIES PROGRAM
11

THE MORTGAGE NOTE AND MORTGAGE
13

THE PROJECT
13

THE PRIVATE PARTICIPANTS
14

CERTAIN BONDHOLDERS' RISKS
17

TAX MATTERS
18

UNDERWRITING
20

RATING
20

CERTAIN LEGAL MATTERS
20

ABSENCE OF LITIGATION
20

MISCELLANEOUS
21

APPENDIX A
-
CERTAIN DEFINITIONS
A-l

APPENDIX B
-
SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE
B-l

APPENDIX C
-
SUMMARY OF CERTAIN PROVISIONS OF THE FINANCING AGREEMENT
C-l

APPENDIX D
-
CONTINUING DISCLOSURE AGREEMENT
D-l

APPENDIX E 
-
APPRAISAL SUMMARY
E-1


APPENDIX F
-
PROPOSED FORM OF OPINION OF BOND COUNSEL
F-l

HOUSING AUTHORITY OF THE COUNTY OF SAN BERNARDINO

Executive Director

John McGrath

Issuer's Counsel

Best Best & Krieger LLP

Riverside, California

Borrower
The Friendly Village Mobilehome Park Corporation

Irvine, California

Parent
 California Mobilehome Park Corporation

Irvine, California

Bond Counsel & Disclosure Counsel
Lewis Brisbois Bisgaard & Smith LLP

San Bernardino, California

Financial Advisor to Borrower
Connolly Capital Group

Encinitas, California

Trustee
U.S. Bank National Association

Los Angeles, California

Underwriter
Kinsell, Newcomb & De Dios, Inc.

Solana Beach, California

OFFICIAL STATEMENT

$1,890,000

HOUSING AUTHORITY OF THE COUNTY OF SAN BERNARDINO

MULTIFAMILY MORTGAGE REVENUE BONDS

(GNMA COLLATERALIZED –SANTIAGO HILLSIDE ESTATES MOBILEHOME PARK)

SERIES 2003A

INTRODUCTORY STATEMENT


This Official Statement, including the cover page and appendices, is furnished in connection with the issuance and sale by the Housing Authority of the County of San Bernardino (the "Issuer") of its Multifamily Mortgage Revenue Bonds (GNMA Collateralized-Santiago Hillside Estates Mobilehome Park Project) Series 2003A  (the "Bonds"), in the aggregate principal amount of $1,890,000.  The Issuer will issue the Bonds pursuant to Chapter 1 of Part 2 of Division 24 of the Health & Safety Code and Section 34350 thereof, of the State of California, and pursuant to a Trust Indenture dated as of February 1, 2003 (the "Indenture") between the Issuer and U.S. Bank National Association, as trustee (the "Trustee").  The Issuer will loan the proceeds derived from the sale of the Bonds to The Friendly Village Mobilehome Park Corporation, a California nonprofit public benefit corporation which is an exempt organization pursuant to Section 501(c)(3) of the Internal Revenue Code of 1986 (the "Borrower") and wholly controlled by the California Mobilehome Park Corporation (the "Parent") pursuant to the terms of the Financing Agreement dated as of February 1, 2003 (the "Financing Agreement") in order to provide funds to refund certain Multifamily Mortgage Revenue Notes issued by the Issuer in connection with the acquisition and rehabilitation by the Parent of The Santiago Hillside Estates Mobilehome Park, formerly known as Friendly Village Mobilehome Park, an 84-space mobilehome community located in the City of San Bernardino (the "Project"), to make deposits to certain reserve funds established pursuant to the Indenture, and to pay certain costs in connection with the issuance of the Bonds, as more fully set forth herein.

The following is a summary of certain information contained in this Official Statement, to which reference should be made for a complete statement thereof. The Bonds are offered to potential investors only by means of the entire Official Statement, including the cover page, this introductory statement and the Appendices hereto. No person is authorized to detach this introductory statement from the Official Statement or otherwise use it without the entire Official Statement.  Capitalized terms used but not defined herein will have the meanings ascribed to them in the Indenture or the Financing Agreement or as set forth under "CERTAIN DEFINITIONS" attached hereto as Appendix A.


Concurrently with the issuance of the Bonds, the Issuer will also be issuing $650,000 of its Subordinate Multifamily Mortgage Revenue Bonds (Santiago Hillside Mobilehome Park and Santiago Orangewood Mobilehome Park Projects) Series 2003B (the "Series B Bonds").  The Series B Bonds will be subordinate to the Bonds and will be payable from Surplus Cash, which consists primarily of the Operating Revenues of the Projects remaining after payment of debt service on the Bonds and certain other required deposits under the indenture.  The Series B Bonds are not being offered by this Official Statement.


Simultaneously with, but separate from, the issuance of the Bonds, the Issuer intends to issue $3,600,000 of its Multifamily Mortgage Revenue Bonds (GNMA Collateralized –Santiago Orangewood Mobilehome Park) Series 2003A Bonds ("Orangewood Bonds").  While the two Bond issues will be separately issued, the closing of this Bond issue will be dependent upon the closing of the other issue.

Security for the Bonds

Subsequent to the Trustee's acquisition of the GNMA Security, the principal or, premium, if any, and interest on the Bonds are payable from the payments on the GNMA Security and from any other security pledged under the Indenture. Prior to the acquisition of the GNMA Security by the Trustee, the Bonds will be secured by certain of the Bond proceeds, and interest earnings thereon, held in the Project Fund and invested by the Trustee in Qualified Investments.  See "SECURITY AND SOURCES OF PAYMENT FOR THE BONDS" and "CERTAIN BONDHOLDERS' RISKS".

GNMA Security

Subsequent to the Trustee's acquisition of the GNMA Security, the Bonds are to be secured primarily by a fully modified mortgage-backed security in the aggregate principal amount of $1,890,000 (the "GNMA Security") to be issued by Red Mortgage Capital, Inc., an Ohio corporation (the "Lender"), guaranteed as to principal and interest by the Government National Mortgage Association ("GNMA") and backed by the Mortgage Loan from the Lender to the Borrower as evidenced by the Mortgage Note. See "THE GNMA MORTGAGED-BACKED SECURITIES PROGRAM". In the event the GNMA Security is not delivered to the Trustee on or prior to March 31, 2003 (unless extended pursuant to the Indenture), the Bonds will be subject to redemption on or before April 15, 2003, at specified redemption prices, plus accrued interest.  See "THE BONDS  - Redemption - Special Mandatory Redemption."

The Bonds

The Bonds are available in book-entry only form. See "BOOK-ENTRY ONLY SYSTEM". So long as Cede & Co., as nominee of The Depository Trust Company, New York, New York ("DTC"), is the registered owner of the Bonds, references herein to the Bondholders or registered owners of the Bonds mean Cede & Co. and not the beneficial owners of the Bonds.

The Bonds are issued in fully registered form without coupons in the denomination of $5,000 principal amount or any integral multiple thereof.  See "THE BONDS".

The Bonds are subject to optional redemption prior to maturity as a whole or in part at any time on or after March 20, 2013, upon payment of the redemption prices set forth under "THE BONDS -Redemption - Optional Redemption".  The Bonds are also subject to extraordinary mandatory redemption and scheduled mandatory redemption as described under "THE BONDS -- Redemption -- Special Mandatory Redemption" and "- Scheduled Mandatory Redemption".

Any person who purchases a Bond above par should consider the risk that such premium may be lost in the event that the Bond is redeemed prior to maturity.  See "CERTAIN BONDHOLDERS' RISKS".

Tax Exemption

In the opinion of Lewis Brisbois Bisgaard & Smith LLP ("Bond Counsel"), based upon an analysis of existing laws, regulations, rulings and court decisions, and assuming, among other matters, compliance with certain covenants, interest on the Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986. In the further opinion of Bond Counsel, interest on the Bonds is not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel observes that such interest is included in adjusted current earnings when calculating corporate alternative minimum taxable income.  Bond Counsel also observes that interest on the Bonds is exempt from State of California personal income taxes.  Bond Counsel expresses no opinion regarding any other tax consequences related to the ownership or disposition of, or the accrual or receipt of interest on, the Bonds. See "TAX MATTERS."

Delivery of Bonds

The Bonds are being issued under Chapter 1 of Part 2 of Division 24 of the Health & Safety Code and Section 34350 thereof, of the State of California (the "Act").

The Bonds are offered when, as and if issued and received by the Underwriter, subject to the approving opinion of Bond Counsel. It is expected that the Bonds will be available for delivery in book-entry only form to DTC in New York, New York, on or about February 26, 2003. 

Continuing Disclosure

No financial or operating data concerning the Issuer is material to any decision to purchase, hold or sell the Bonds and the Issuer will not provide any such information. The Borrower has undertaken to provide continuing disclosure to Bondholders as described below, and the Issuer will have no liability to the Owners of the Bonds or any other person with respect to such disclosures.

The Borrower has covenanted for the benefit of Bondholders to provide certain financial information and operating data relating to the Borrower by not later than December 31 of each year, commencing in 2003 (the "Annual Report"), and to provide notices of the occurrence of certain enumerated events, if material. The Annual Report will be filed not later than 180 days after the end of the Borrower's fiscal year commencing with the fiscal year ending June 30, 2003, by U.S. Bank National Association as dissemination agent, on behalf of the Borrower with each nationally recognized municipal securities information repository designated by the Securities and Exchange Commission (the "SEC") and with a State of California (the "State") information depository if one is established by the State (collectively, the "Repositories").  The specific nature of the information to be contained in the Annual Report or the notices of material events is summarized below under the caption Appendix D "SUMMARY OF CONTINUING DISCLOSURE AGREEMENT." These covenants have been made in order to assist the Underwriter in complying with paragraph (b)(5) of Rule 15c2-12 under the Securities and Exchange Act of 1934 (as amended).

Miscellaneous

The information contained herein is current as of the date of this Official Statement set forth on the cover page hereof. The information contained herein is subject to change after such date. Only the information set forth herein under the caption "THE ISSUER" and "ABSENCE OF LITIGATION -Issuer" has been furnished by the Issuer. All other information set forth herein has been obtained from the Borrower and the Lender and other sources believed by the Underwriter to be reliable.

Additional Information

Brief descriptions of the Issuer, the Bonds, the security for the Bonds, the Borrower, the Project, the Indenture, the Financing Agreement and the Mortgage Note and Mortgage are included in this Official Statement and the Appendices hereto. All references herein to the Indenture, the Financing Agreement, the Mortgage Note and Mortgage and other documents and agreements are qualified in their entirety by reference to such documents and agreements, copies of which are available for inspection at the offices of the Trustee.

THE ISSUER

General

The Issuer is a public body corporate and politic, organized and existing under the provisions of Part 2 of Division 24 of the Health and Safety Code of the State of California (the "Act").  The Issuer is authorized under the authority granted pursuant to Section 34350 of the Act to issue bonds and loan the proceeds thereof to qualified nonprofit borrowers for the purpose of financing and refinancing the acquisition, rehabilitation and development of multifamily housing projects, including mobile home parks, for persons and families of low and very low income residing within the jurisdiction of the Issuer.

The Issuer has sold and delivered certain obligations, other than the Bonds, which are secured by instruments separate and apart from the Indenture and the Financing Agreement. The owners of such obligations have no claim on the security of the Bonds and the registered owners of the Bonds will have no claims on the security of such other obligations.

Limited Liability

The bonds and the interest thereon are special limited obligations of the Issuer, payable solely from and secured by the Revenues, receipts and security assigned and pledged therefor in the Indenture.  The Issuer is liable for the payment of the principal of, premium (if any) or interest on the Bonds only to the limited extent set forth in the Indenture.

[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
SOURCES AND USES OF FUNDS


The sources and uses of funds (exclusive of accrued interest) is anticipated to be as set forth herein.

SOURCES




AMOUNT
Par amount of Bonds



$1,890,000

Premium on Bonds



     226,513

Subordinated Loan from Agency


     351,575
Transfer from Orangewood


       88,000
Transfer from Subordinate Bonds


     593,040

TOTAL:





$3,149,128

USES
Refund Prior Note



$2,450,000

Reserve Replacement Fund


       36,051

Fund Initial Deposits(1)



       91,402

Repay Agency Note



     351,575

Costs of Issuance




     197,420

Underwriter's Fee




       22,680
TOTAL:





$3,149,128

(1)  Includes an escrow for property taxes, insurance, improvements, prepaid interest, and first year mortgage insurance premium.

THE BONDS

The Bonds are available in book-entry only form.  See "BOOK-ENTRY ONLY SYSTEM" below. So long as Cede & Co., as nominee of DTC, is the registered owner of the Bonds, references herein to the Bondholders or holders or registered owners or owners of the Bonds mean Cede & Co. and not the beneficial owners of the Bonds.

General

The Bonds are issuable in the denominations of $5,000 principal amount or any integral multiple thereof. The Bonds will be dated February 1, 2003, and will mature on the dates and in the amounts and bear interest from the dated date at the rate set forth on the inside of the cover page hereof. Interest will be payable semiannually on March 20 and September 20 of each year, commencing September 20, 2003 (each an “Interest Payment Date") in accordance with the provisions of the Indenture, whether at maturity, upon acceleration or otherwise, as provided therein. Interest will be calculated and be due on a basis of a 360-day year consisting of twelve 30-day months. Principal of, premium, if any, and interest on the Bonds will be payable by the Trustee to Cede & Co.

Limited Obligations

The Issuer covenants that it will promptly pay the principal of, premium, if any, and interest on every Bond issued under the Indenture at the place, on the dates and in the manner provided in the Indenture and in the Bonds according to the true intent and meaning thereof, but solely from the revenues and receipts specifically pledged thereto pursuant to the Indenture. The principal of, premium, if any, and interest on the Bonds are payable solely from moneys and investments specifically pledged under the Indenture to the payment thereof in the manner and to the extent therein specified, and nothing in the Bonds or in the Indenture will be construed as pledging any other funds or assets of the Issuer. See "CERTAIN BONDHOLDERS' RISKS - Limited Security."

Redemption

Optional Redemption. The Bonds are subject to redemption on any date on or after March 20, 2013, in whole or in part, on the earliest practicable date, from payments on the GNMA Security representing voluntary prepayments on the Mortgage Loan, or otherwise at the option of the Issuer from the proceeds of refunding bonds or other funds of the 

Issuer, at the redemption prices set forth in the table below, expressed as percentages of the principal amount of the Bonds to be redeemed, plus accrued interest to the redemption date, as follows:


Redemption Dates
Redemption Prices


March 20, 2013 through March 19, 2014


105%



March 20, 2014 through March 19, 2015


104%



March 20, 2015 through March 19, 2016


103%



March 20, 2016 through March 19, 2017


102%



March 20, 2017 through March 19, 2018


101%



March 20, 2018, and thereafter



100%

In the event of an optional redemption of Bonds, the Bonds will not be redeemed unless the Trustee shall have received prepayments on the GNMA Security in an amount equal to the redemption price on the Bonds or the Trustee has in its possession an amount equal to the redemption price of the Bonds and received either (a) a certificate of an Authorized Borrower Representative to the effect that the Borrower has neither commenced a voluntary case under Title 11 of the United States Code as from time to time in effect nor authorized by appropriate proceedings of its board of directors the commencement of such a voluntary case or (b) received an opinion of Bond Counsel or bankruptcy counsel acceptable to the Trustee to the effect that the sums to be utilized to pay the redemption price are not subject to the provisions of Sections 362(a), 547 and 550 of the United States Bankruptcy Code.

Special Mandatory Redemption. The Bonds are subject to redemption at par unless otherwise indicated as follows:

(a)    in whole or in part, at any time on the earliest practical date, at a redemption price equal to the principal amount thereof plus accrued interest to the redemption date, to the extent that any payment on the GNMA Security exceeds a level payment of principal and interest thereon, as a result of payments representing (i) casualty insurance proceeds or condemnation awards applied to the prepayment of the Mortgage Loan following a partial or total destruction or condemnation of the Project, (ii) mortgage insurance proceeds or other amounts received with respect to the Mortgage Loan following the acceleration thereof upon the occurrence of an event of default thereunder, (iii) a prepayment of the Mortgage Loan required by the applicable rules, regulations, policies and procedures of HUD or GNMA, or (iv) a prepayment if HUD determines that prepayment will avoid a Mortgage Insurance claim and is therefore in the best interest of the Federal Government; or

(b)    in whole or in part, at any time on the earliest practical date, at a redemption price equal to the principal amount thereof plus accrued interest to the redemption date, to the extent that the Trustee receives payments on the GNMA Security representing prepayments on the Mortgage Loan made by the Borrower without notice or prepayment penalty while under the supervision of a trustee in bankruptcy; or

(c)    in whole on or before April 15, 2003, in the event that the GNMA Security is not delivered to the Trustee in the amount of $1,890,000 on or prior to March 31, 2003 (or such later dates to which such dates have been extended as provided in the Indenture), at a redemption price set forth in the schedules set forth below, stated as a percentage of the principal amount of the respective maturity of each Bond, plus accrued interest to the redemption date:


Maturity Date
Redemption Price

March 20, 2013
111.276%


March 20, 2043
112.035%

The premium payable in connection with the Bonds shall be payable only to the extent there are sufficient moneys in the funds and amounts established hereunder.  See "CERTAIN BONDHOLDERS' RISKS - Early Redemption and Loss of Premium."

If less than all the Outstanding Bonds shall be called for redemption pursuant to subparagraphs (a) or (b) above, an amount of Bonds of each maturity shall be redeemed so that the resulting decrease in debt service on the Bonds for the six-month period ending on each Interest Payment Date is proportional, as nearly as practicable, to the decrease in the payments on the GNMA Security in each such six-month period.

Scheduled Mandatory Redemption. The Bonds are subject to scheduled mandatory redemption on the respective Interest Payment Dates set forth in the schedules below, at a redemption price equal to the principal amount thereof plus accrued interest to the redemption date in the following principal amounts, subject to pro rata reduction of such scheduled mandatory redemption payments to the extent that such Bonds are redeemed prior to maturity otherwise than pursuant to such scheduled mandatory redemption:

TERM BONDS DUE MARCH 20, 2013
Redemption Date
Amount
Redemption Date
Amount


September 20, 2003
$5,000
September 20, 2008
    5,000

March 20, 2004
  5,000
March 20, 2009
    5,000

September 20, 2004
  5,000
September 20, 2009
    5,000

March 20, 2005
  5,000
March 20, 2010
    5,000

September 20, 2005
  5,000
September 20, 2010
    5,000

March 20, 2006
  5,000
March 20, 2011
  10,000

September 20, 2006
  5,000
September 20, 2011
  10,000

March 20, 2007
  5,000
March 20, 2012
  10,000

September 20, 2007
  5,000
September 20, 2012
  10,000

March 20, 2008
  5,000
March 20, 2013
  10,000
[REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
TERM BONDS DUE MARCH 20, 2043

Redemption Date
Amount
Redemption Date
Amount


September 20, 2013
$10,000
September 20, 2028
$25,000

March 20, 2014
  10,000
March 20, 2029
  25,000

September 20, 2014
  10,000
September 20, 2029
  25,000

March 20, 2015
  10,000
March 20, 2030
  30,000

September 20, 2015
  10,000
September 20, 2030
  30,000

March 20, 2016
  10,000
March 20, 2031
  30,000

September 20, 2016
  10,000
September 20, 2031
  30,000

March 20, 2017
  10,000
March 20, 2032
  30,000

September 20, 2017
  10,000
September 20, 2032
  35,000

March 20, 2018
  15,000
March 20, 2033
  35,000

September 20, 2018
  15,000
September 20, 2033
  35,000

March 20, 2019
  15,000
March 20, 2034
  35,000

September 20, 2019
  15,000
September 20, 2034
  40,000

March 20, 2020
  15,000
March 20, 2035
  40,000

September 20, 2020
  15,000
September 20, 2035
  40,000

March 20, 2021
  15,000
March 20, 2036
  40,000

September 20, 2021
  15,000
September 20, 2036
  45,000

March 20, 2022
  15,000
March 20, 2037
  45,000

September 20, 2022
  15,000
September 20, 2037
  45,000

March 20, 2023
  15,000
March 20, 2038
  50,000

September 20, 2023
  20,000
September 20, 2038
  50,000

March 20, 2024
  20,000
March 20, 2039
  50,000

September 20, 2024
  20,000
September 20, 2039
  55,000

March 20, 2025
  20,000
March 20, 2040
  55,000

September 20, 2025
  20,000
September 20, 2040
  55,000

March 20, 2026
  20,000
March 20, 2041
  60,000

September 20, 2026
  20,000
September 20, 2041
  60,000

March 20, 2027
  25,000
March 20, 2042
  65,000

September 20, 2027
  25,000
September 20, 2042
  65,000

March 20, 2028
  25,000
March 20, 2043
  70,000

If less than all of the Bonds are to be redeemed other than in accordance with the scheduled mandatory redemption provisions set forth above, the Bonds so to be redeemed will be selected by maturity and the scheduled mandatory redemption requirements for each maturity set forth above will be adjusted so that the resulting decrease in debt service on the Bonds (including scheduled mandatory redemption payments) during each six-month period commencing on an Interest Payment Date is proportional, as nearly as practical, to the decrease in payments during each such six-month period, and randomly within a maturity.

Selection of Bonds for Redemption.  The Bonds may be redeemed only in Authorized Denominations. If less than all of the Bonds are redeemed, in the case of redemption as described under "Scheduled Mandatory Redemption" above, Bonds will be redeemed in accordance with the respective schedules set forth above. In the event the Bonds of any Series are redeemed in part and not in whole other than as described under "Scheduled Mandatory Redemption" above, the Bonds of such Series to be redeemed will be selected pro-rata by maturity and the scheduled mandatory redemption requirements for each maturity described under "Scheduled Mandatory Redemption" above will be adjusted so that the resulting decrease in debt service on the Bonds (including scheduled mandatory redemption payments) during each six-month period commencing on each Interest Payment Date is proportional, as nearly as practicable, to the decrease in the payments on the GNMA Security during each such six-month period. All Bonds to be redeemed within the same maturity will be selected randomly or in such other manner as the Trustee deems fair.

Except as otherwise described above, any Bonds to be called for redemption will be selected by the Trustee in such manner as the Trustee in its absolute discretion will determine, such selection to be made prior to the date on which notice of such redemption must be given. Bonds will be redeemed as soon as practicable after an event causing a redemption will have occurred.

If it is determined that less than all of the principal amount represented by any Bond is to be called for redemption, then, following notice of intention to redeem such principal amount, the holder thereof will surrender such Bond to the Trustee on or before the applicable redemption date for (a) payment on the redemption date to such Bondholder of the redemption price of the amount called for redemption and (b) delivery to such Bondholder of a new Bond or Bonds of such Series in an aggregate principal amount equal to the unredeemed balance of such Bond, which will be an Authorized Denomination. A new Bond of such Series representing the unredeemed balance of such Bond will be issued to the registered owner thereof; without charge therefor. If the registered owner of any Bond or integral multiple of the Authorized Denomination selected for redemption will fail to present such Bond to the Trustee for payment and exchange as aforesaid, such Bond will, nevertheless, become due and payable on the date fixed for redemption to the extent of the amount called for redemption (and to that extent only).

Notice of Redemption. Except as provided below, notice of redemption will be given by first class mail, postage prepaid, to the registered holder of each Bond to be redeemed, at the address of such registered holder shown on the Bond Register. All such redemption notices will be given not less than 15 days nor more than 30 days prior to the date fixed for redemption, except that any notice of redemption in whole on April 15, 2003 due to the failure to deliver the GNMA Security on or prior to March 31, 2003, will be given not less than 15 days prior to April 15, 2003 (or 15 days prior to the extended delivery date if the date for delivery of the GNMA Security is extended pursuant to the Indenture). No redemption notices will be given prior to receipt by the Trustee of sufficient funds (together with investment earnings thereon from the date of deposit to the date fixed for redemption) to redeem all Bonds subject to such notice, unless the Trustee will have determined that it will have available, as a result of receipt of proceeds of refunding obligations, an amount sufficient to redeem such Bonds. Each notice will specifically the CUSIP numbers and the Series and certificate numbers of the Bonds to be redeemed and the principal amount of each Bond being redeemed (if the Bonds of any Series are to be redeemed in part), the date of issue of the Bonds as originally issued, the complete official name of the Bonds including the series designation, the redemption date, the redemption price and the place or places where amounts due upon such redemption will be payable, the name, address and telephone number of the Trustee, Attention: Corporate Trust Department, the interest rate, the maturity date on the Bonds to be redeemed together with the date of the redemption notice; provided, however, that any errors in the CUSIP numbers set forth in such notice will not affect the validity of any redemption nor will the Trustee have any liability therefor. Such notice will further state that payment of the applicable redemption price plus accrued interest to the date fixed for redemption will be made upon presentation and surrender of the Bonds. A second notice of redemption will be given within 30 days after the redemption date in the manner described above to the registered holder of redeemed Bonds which have not been presented for payment within 30 days after the redemption date.

Neither failure to give notice by mailing to the registered owner of any Bond designated for redemption nor any defect in such notice will affect the validity of the proceedings for the redemption of any Bond with respect to which no such failure or defect has occurred nor will failure to give or defect in the second notice described above constitute a defect in the notice of redemption of any Bond.

Notice of such redemption will also be sent by first class mail, postage prepaid, to certain municipal registered Securities Depositories (described below) which are known to the Trustee to be holding Bonds, and to at least two of the national Information Services (described below) that disseminate securities redemption notices, at least 17 days but not more than 32 days prior to the redemption date (except in the case of redemption following receipt of casualty insurance proceeds or condemnation awards, or a prepayment of the GNMA Security while the Borrower is under the supervision of a trustee in bankruptcy, or in the case of any redemption due to the failure to deliver the GNMA Security on or prior to March 31, 2003, (or such other date if the date of delivery of the GNMA Security is extended pursuant to the provisions of this Indenture); provided, however, that neither the failure to receive such notice or any defect in any notice so mailed will affect the sufficiency of the proceedings for the redemption of any Bonds.

Securities Depositories include The Depository Trust Company, 711 Stewart Avenue, Garden City, New York 11530; or, in accordance with the then current guidelines of the Securities and Exchange Commission, such other addresses and/or such other securities depositories or any such other depositories as the Issuer may designate in writing to the Trustee.

Information services include Financial Information, Inc., "Daily Called Bond Service," 30 Montgomery Street, 10th Floor, Jersey City, New Jersey 07302, Attention: Editor; Kenny Information Services, "Called Bond Services," 55 Broad Street, 28th Floor, New York, New York 10004; Moody's Investors Service, "Municipal and Government," 99 Church Street, 8th Floor, New York, New York 10007 Attention: Municipal News Reports; and Standard and Poor's Corporation, "Called Bond Record," 25 Broadway, New York, New York 10004; or, in accordance with the then current guidelines of the Securities and Exchange Commission, such other addresses and/or such other services providing information with respect to called bonds, or any other such services as the Issuer may designate in writing to the Trustee.

Notice of redemption having been given in the manner provided above, and money sufficient for the redemption being held by the Trustee for that purpose, the Bonds so called for redemption will become due and payable on the redemption date, and interest thereon will cease to accrue; and the holders of the Bonds so called for redemption will thereafter no longer have any security or benefit under this Indenture except to receive payment of the redemption price for such Bonds.

BOOK ENTRY ONLY SYSTEM

The Bonds will be available in book-entry form only in denominations of $5,000 and any integral multiple thereof. Purchasers of the Bonds will not receive certificates representing their interests in the Bonds purchased.

The Bonds will be held by The Depository Trust Company, New York, New York ("DTC"), as securities depository. The ownership of one fully registered Bond for each maturity is registered in the name of Cede & Co., as nominee for DTC. DTC is a limited purpose trust company organized under the laws of the State of New York, 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, as amended. DTC was created to hold securities of its participants (the "Participants") and to facilitate the clearance and settlement of securities transactions among Participants in such securities through electronic book-entry changes in accounts of the Participants, thereby eliminating the need for physical movement of securities certificates. Participants include securities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations, some of whom (and/or their representatives) own DTC. Access to the DTC system is also available to others such as banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with a Participant, either directly or indirectly (the "Indirect Participants").

Ownership interests in the Bonds may be purchased by or through Participants. Such Participants and the persons for whom they acquire interests in the Bonds as nominees will not receive certificated Bonds, but each Participant is to receive a credit balance in the records of DTC in the amount of such Participant's interest in the Bonds, which is to be confirmed in accordance with DTC's standard procedures. Each such person for whom a Participant acquires an interest in the Bonds, as nominee, may desire to make arrangements with such Participant to receive a credit balance in the records of such Participant, and may desire to make arrangements with such Participant to have all notices of redemption or other communications to DTC, which may affect such persons, be forwarded in writing by such Participant and to have notification made of all interest payments. Neither the Issuer nor the Trustee will have any responsibility or obligation to such Participants or the persons for whom they act as nominees with respect to the Bonds in respect of the accuracy of any records maintained by DTC or any Participant; the payment by DTC or any Participant or any amount in respect of the principal or redemption price of or interest on the Bonds; any notice that is permitted or required to be given to Bondholders under the Indenture; the selection by DTC of any Participant of any person to receive payment in the event of a partial redemption of the Bonds; or any consent given or other action taken by DTC as Bondholder. In this Official Statement, the term "Beneficial Owner" includes the person for whom the Participant acquires an interest in the Bonds.

SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF THE BONDS, AS NOMINEE OF DTC, REFERENCE HEREIN TO THE BONDHOLDERS OR REGISTERED OWNERS OF THE BONDS MEANS CEDE & CO., NOT THE BENEFICIAL OWNERS OF THE BONDS.

In the event of any inconsistency between the provisions of the Indenture and the provisions of the Letter of Representations relating to the same matter or matters, the provisions of the Letter of Representations, to the extent of such inconsistency, will control.

DTC is to receive payments from the Trustee to be remitted to the Participants for subsequent disbursement to the Beneficial Owners. The ownership interest of each Beneficial Owner in the Bonds is to be recorded on the records of the Participants, whose ownership interests are to be recorded on a computerized book-entry system operated by DTC.

When reference is made to any action that is required or permitted to be taken by the Beneficial Owner, such reference only relates to those permitted to act by statute, regulation or otherwise) on behalf of such Beneficial Owners for such purposes. When notices are given, they are to be sent by the Trustee to DTC only. DTC is responsible for notifying Participants, and Participants and Indirect Participants are responsible for notifying the Beneficial Owners. Neither the Trustee nor the Issuer is responsible for sending notices to Beneficial Owners.

Beneficial Owners are to receive a written confirmation of their purchase detailing the terms of the Bonds acquired. Notwithstanding anything to the contrary in the Indenture, transfers of ownership interests in the Bonds are to be accomplished by book entries made by DTC and by the Participants who act on behalf of the Beneficial Owners. Beneficial Owners will not receive certificates representing their ownership interest in the Bonds, except as specifically provided in the Indenture. Interest and principal are to he paid by the Trustee to DTC in clearing house funds, then paid by DTC to the Participants and thereafter paid by the Participants to the Beneficial Owners when due.

For every transfer and exchange of the Bonds, the Beneficial Owner may be charged a sum sufficient to cover any tax, fee or other government charge that may he imposed in relation thereto.

DTC may determine to discontinue providing its services with respect to the Bonds at any time by giving notice to the Issuer and the Trustee and discharging its responsibilities with respect thereto under applicable law. Under such circumstances (if there is not a successor securities depository) certificated Bonds are required to be delivered as described in the Indenture.

The Issuer or the Trustee may determine that continuation of the system of book-entry transfers through DTC (or a successor securities depository) is not in the best interest of the Beneficial Owners, or the Issuer may decide to discontinue the use of the system of hook-entry. In such event, certificated Bonds are required to he delivered as described in the Indenture.

In the event that the book-entry only system is discontinued, Bonds may be exchanged for an equal aggregate principal amount of certificated Bonds in authorized denominations. The transfer of any certificated Bond may he registered on the books maintained by the Trustee for such purpose only upon the surrender thereof to the Trustee with a duly executed assignment in form satisfactory to the Trustee. For every exchange or transfer of registration of certificated Bonds, the Issuer and the Trustee may make a charge sufficient to reimburse them for any tax or other governmental charge required to be paid with respect to such exchange or registration of transfer, but no other charge may be made to the Beneficial Owner for any exchange or registration of transfer of the Bonds.

SECURITY AND SOURCES OF PAYMENT FOR THE BONDS

The Bonds will be secured under the Indenture by (a) all right, title and interest of the Issuer in and to all Revenues derived or to be derived by the Issuer or the Trustee for the account of the Issuer under the terms of the Indenture and the Financing Agreement (other than the Reserved Rights of the Issuer), together with all other Revenues received by the Trustee for the account of the Issuer arising out of or on account of the Trust Estate; (b) all right, title and interest of the Issuer in the GNMA Security, including all payments and proceeds with respect thereto and any interest, profits or other income derived from the investment thereof; (c) all right, title and interest of the Issuer in and to, and remedies under, the Financing Agreement; and (d) all funds, moneys and securities and any and all other rights and interests in property whether tangible or intangible from time to time hereafter by delivery or by writing of any kind, conveyed, mortgaged, pledged, assigned or transferred as and for additional security under the In denture for the Bonds by the Issuer or by anyone on its behalf or with its written consent to the Trustee, which is authorized by the Indenture to receive any and all such property at any and all times and to hold and apply the same subject to the terms of the Indenture.

Bond proceeds held in the Project Fund and the Bond Fund will be invested by the Trustee in Qualified Investments.  

THE BONDS AND THE INTEREST THEREON ARE LIMITED OBLIGATIONS OF THE ISSUER, PAYABLE SOLELY FROM THE REVENUES AND THE TRUST ESTATE, WHICH ARE SPECIFICALLY ASSIGNED AND PLEDGED TO SUCH PURPOSES IN THE MANNER AND TO THE EXTENT PROVIDED IN THE INDENTURE. NEITHER THE STATE OF CALIFORNIA, THE COUNTY OF SAN BERNARDINO, NOR ANY POLITICAL SUBDIVISION THEREOF (EXCEPT THE ISSUER, TO THE LIMITED EXTENT SET FORTH IN THE INDENTURE) WILL IN ANY EVENT BE LIABLE FOR THE PAYMENT OF THE PRINCIPAL OF, PREMIUM (IF ANY) OR INTEREST ON THE BONDS OR FOR THE PERFORMANCE OF ANY PLEDGE, OBLIGATION OR AGREEMENT OF ANY KIND WHATSOEVER OF THE ISSUER, AND NONE OF THE BONDS OR ANY OF THE ISSUER'S AGREEMENTS OR OBLIGATIONS WILL BE CONSTRUED TO CONTINUE AN INDEBTEDNESS OF OR A PLEDGE OF THE FAITH AND CREDIT OF OR A LOAN OF THE CREDIT OF THE ISSUER OR ANY OF ITS MEMBERS, THE STATE, THE COUNTY OF SAN BERNARDINO, OR ANY POLITICAL SUBDIVISION THEREOF WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY PROVISION WHATSOEVER. THE BONDS ARE NOT A DEBT OF THE UNITED STATES OF AMERICA, THE UNITED STATES DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT, FEDERAL HOUSING ADMINISTRATION, GOVERNMENT NATIONAL MORTGAGE ASSOCIATION, OR ANY OTHER AGENCY THEREOF AND ARE NOT GUARANTEED BY THE FULL FAITH AND CREDIT OF THE UNITED STATES OF AMERICA, OR ANY AGENCY OR INSTRUMENTALITY THEREOF.

THE GNMA MORTGAGE-BACKED SECURITIES PROGRAM

The summary and explanation of the GNMA Mortgage-Backed Securities Program and the other documents referred to herein do not purport to be complete, and reference is made to the GNMA I Mortgage-Backed Securities Guide (GNMA Handbook 5500.1 REV-7, as amended) (the "GNMA I Guide") and to said documents for full and complete statements of their provisions.

The Government National Mortgage Association ("GNMA") is a non-stock corporate instrumentality of the United States within the Department of Housing and Urban Development ("HUD)") with its principal office in Washington, D.C.

The GNMA Security will be a "fully modified pass-through" mortgage-backed security issued and serviced by the Lender. The total face amount of the GNMA Security will be in approximately the same principal balance as the Mortgage Note, subject to a rounding convention. The Lender will be required to pass through to the Trustee or its nominee, as the holder of the GNMA Security, by the 15th day of each month, the monthly scheduled installments of principal and interest on the Mortgage Note (less the GNMA guarantee fee and the Lender's servicing fee), whether or not the Lender receives such payment from the Borrower, plus any unscheduled prepayments of principal of the Mortgage Note received by the Lender. GNMA guarantees the timely payment of the principal of and interest on the GNMA Security.

GNMA Guaranty

GNMA is authorized by Section 306(g) of Title III of the National Housing Act, as amended (the "National Housing Act"), to guarantee the timely payment of the principal of, and interest on, securities which are based on and backed by mortgage pools consisting of a single mortgage insured by the Federal Housing Administration ("FHA") pursuant to Section 207 of the National Housing Act. Section 306(g) of the National Housing Act further provides that "[T]he full faith and credit of the United States is pledged to the payment of all amounts which may be required to be paid under any guaranty under this subsection." An opinion, dated March 12, 1969, of the then Assistant Attorney General of the United States, states that such guaranties under Section 306(g) of mortgage-backed securities of the type being delivered to the Trustee on behalf of the Issuer are authorized to be made by GNMA and "would constitute general obligations of the United States backed by its full faith and credit."

Pursuant to such authority, GNMA, upon delivery of a GNMA Security to the Lender in accordance with the related GNMA Guaranty Agreement, will have guaranteed the timely payment of the principal of and interest on such GNMA Security.

GNMA Borrowing Authority

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

GNMA warrants to the holder of the GNMA Security in the related GNMA Guaranty Agreement (as hereinafter defined), that, in the event it is called upon at any time to make good its guaranty of the payment of principal of and interest on the GNMA Security it will, if necessary, in accordance with Section 306(d), apply to the Treasury for a loan or loans in amounts sufficient to make payments of principal and interest on the GNMA Security.

Servicing of Mortgage Loans

The Lender is responsible for servicing and otherwise administering the Mortgage in accordance with generally accepted practices of the mortgage banking industry and the GNMA I Guide.

The monthly remuneration of the Lender, for its servicing and administrative functions, and the guaranty fee charged by GNMA, are based on the unpaid principal amount of the GNMA Security outstanding. The total of the servicing and guaranty fees with respect to the GNMA Security is 0.25% per annum, payable monthly, calculated on the principal balance of the GNMA Security outstanding on the last day of the month preceding such date of calculation. Of such fee, part is paid to GNMA as a guaranty fee, and the remainder is retained by the Lender as a servicing fee. The GNMA Security will have an interest rate that is 0.25% per annum less than the interest rate on the Mortgage Note because the servicing and guaranty fee is deducted from payments on the Mortgage Note.

It is expected that interest and principal payments on the Mortgage Note will be the source of moneys for payments on the GNMA Security. If such payments are less than what is due, the Lender may advance its own funds to ensure timely payment of scheduled installments of principal and interest due on the GNMA Security. GNMA guarantees such timely payment in the event of the failure of the Lender to pass through such scheduled principal and interest payments when due.

The Lender is required to advise GNMA in advance of any impending default on scheduled payments on the GNMA Security so that GNMA as guarantor will be able to continue such payments as scheduled on the 15th day of each month. If, however, such payments are not received as scheduled, the Trustee, on behalf of the Issuer, has recourse directly to GNMA.

The guaranty agreement to be entered into by GNMA and the Lender in connection with the issuance of the GNMA Security (the "GNMA Guaranty Agreement") will provide that, in the event of a default by the Lender, including (i) a request to GNMA to make a payment of principal or interest on the GNMA Security when the Borrower is not in default under the Mortgage Note, (ii) insolvency of the Lender, or (iii) default by the Lender under any other guaranty agreement with GNMA, GNMA will have the right, by letter to the Lender, to effect and complete the extinguishment of the Lender's interest in the Mortgage Note, and the Mortgage Note will thereupon become the absolute property of GNMA, subject only to the unsatisfied rights of the holder of the GNMA Security. In such event, the GNMA Guaranty Agreement will provide that on and after the time GNMA directs such a letter of extinguishment to the Lender, GNMA will be the successor in all respects to the Lender in its capacity under the GNMA Guaranty Agreement and the transaction and arrangements set forth or arranged for therein, and will be subject to all responsibilities, duties, and liabilities (except the Lender's indemnification of GNMA), theretofore placed on the Lender by the terms and provisions of the GNMA Guaranty Agreement, provided that at any time, GNMA may enter into an agreement with any other eligible issuer of GNMA securities under which the latter undertakes and agrees to assume any part or all of such responsibilities, duties or liabilities theretofore placed on the Lender, and provided that, no such agreement will detract from or diminish the responsibilities, duties or liabilities of GNMA in its capacity as guarantor of the GNMA Security, or otherwise adversely affect the rights of the holders thereof.

Payment of Principal and Interest on the GNMA Security

Upon the issuance of the GNMA Security and commencement of the payment of principal thereon, the GNMA Security will be payable in monthly installments of principal and interest, subject to prepayment due to prepayment, assignment for insurance benefits or acceleration of the Mortgage Note. Each installment on the GNMA Security is applied first to interest and then in reduction of the principal balance then outstanding on the GNMA Security. The amount of principal due on the GNMA Security is the scheduled principal amortization currently due on the Mortgage Note.

The monthly installments are subject to adjustment by reason of any prepayments or other early or unscheduled recoveries of principal on the Mortgage Note. The Lender is required to pay to the Trustee or its nominee, as holder of the GNMA Security, monthly installments of not less than the interest due on the GNMA Security at the rate specified in the GNMA Security, together with any scheduled installments of principal, whether or not collected from the Borrower, and any prepayments or early recoveries of principal.

Liability of Lender

The GNMA Security will not constitute a liability of nor evidence any recourse against the Lender. The GNMA Security is based on and backed by the Mortgage on the real property securing the Mortgage Note. Recourse may be had by the Trustee only to GNMA in the event of any failure of timely payment as provided for in the GNMA Guaranty Agreement.

THE MORTGAGE NOTE AND MORTGAGE

This summary and explanation of the Mortgage Note and Mortgage does not purport to be comprehensive and is qualified in its entirety by reference to the Mortgage Note and Mortgage for full and complete statements of their respective provisions. The Mortgage Note and Mortgage are expected to be executed by the Borrower, and the Mortgage Note endorsed for insurance benefits by FHA on the Closing Date. The Lender will be obligated to fund the Mortgage Loan only after FHA has endorsed the Mortgage Note for insurance benefits.

The Mortgage from the Borrower to the Lender will secure the Mortgage Note. Upon the purchase of the GNMA Security from the Lender by the Trustee, monthly scheduled installments of principal and interest on the Mortgage Note (less the GNMA guaranty fee and the Lender's servicing fee) will be passed through to the Trustee as scheduled payments of principal and interest on the GNMA Security.

It is expected that the Mortgage Loan, as evidenced by the Mortgage Note and Mortgage, (i) will be insured by FHA pursuant to and in accordance with the provisions of Section 207 of the National Housing Act and applicable regulations thereunder, as evidenced by the endorsement by FHA of the Mortgage Note evidencing the Mortgage Loan; (ii) will be in the principal amount of $1,890,000 (iii) will bear interest at the rate of 7.0% per annum; (iv) will have a final maturity of not later than March 1, 2043; (v) will be payable in equal monthly installments of principal and interest, commencing not later than April 1, 2003; (vi) will be secured on a nonrecourse basis; and (vii) will not be subject to prepayment prior to March 1, 2013, without the consent of the holder of the Mortgage Note except that (A) the Mortgage Note will be subject to mandatory prepayment in whole or in part at any time without premium or penalty, from the proceeds of any casualty insurance or condemnation awards received following a partial or total destruction or condemnation of the Project, in the event and to the extent that such casualty proceeds or condemnation awards are not applied to the repair or restoration of the Project in accordance with the FHA Loan Documents, (B) the Mortgage Note will be subject to prepayment in whole or in part at the option of the Borrower, on any day after March 1, 2013, upon at least 30 days' advance written notice to the Lender, and upon payment of the principal amount of the Mortgage Note then outstanding together with the applicable prepayment premium attributable to the balance of the Mortgage Note and (C) the Mortgage Note will be subject to prepayment in whole or in part without the consent of the Lender and without prepayment penalty if HUD determines that prepayment will avoid an FHA insurance claim and therefore is in the best interest of the Federal government, notwithstanding any prepayment prohibition imposed and/or penalty required by the Mortgage Note with respect to prepayments made prior to March 1, 2017.  In the event of a partial prepayment described in subparagraphs (A), (B) or (C) above, the Mortgage Note may be reamortized to reflect its reduced principal amount.

If the Borrower makes any such prepayment on the Mortgage Note, the amount prepaid will be paid to the Lender and passed through to the Trustee, as a prepayment on the GNMA Security, and applied to the redemption of Bonds, as described under "THE BONDS  Redemption."

THE PROJECT

The following information concerning the Project has been provided by representatives of the Borrower and has not been independently confirmed or verified by the Underwriter. No representation is made herein as to the accuracy or adequacy of such information or as to the absence of material adverse changes in such information subsequent to the date hereof.

The Borrower is a single purpose corporation, wholly controlled by the California Mobilehome Park Corporation (the "Parent").  The Parent acquired the Project from the Redevelopment Agency of the City of San Bernardino (the "Agency") as one of seven mobile home parks owned by the Agency and located within the City of San Bernardino.  The seven mobile home parks were acquired by the Parent by assuming certain indebtedness of the Agency on the parks and issuing a note to the Agency.  Title to the Project will be transferred from the Parent to the Borrower upon closing of this financing.  The indebtedness on the parks was refunded in 1999 by the issuance by the Issuer of the Prior Mortgage Revenue Notes.  A portion of the Mortgage proceeds, along with a portion of the Series B Bond proceeds, will be used to refund approximately $2,450,000 of the Prior Mortgage Revenue Notes.

Description of the Project


 Santiago Hillside Estates Mobilehome Park ("Hillside") is located at 2151 West Rialto Avenue in the City of San Bernardino, California.  The Project consists of 84 mobile home spaces, 98% of which are occupied as of December 31, 2002.  Hillside is primarily a family park, consisting of 82 double wide spaces, and 2 single wide spaces.  Common amenities include a recreation room, pool, sport court, and common laundry.  Hillside is irregularly shaped and has a total area of approximately 9.73 acres.  Hillside was constructed in 1956.  Included in Hillside is one mobile home coach to be used by a resident manager.  The overall range for rents is $216 to $315 per month, excluding utilities, with an increase of between $4.45 and $6.15 per month effective April 1, 2003.


Hillside seems well designed with an appropriate amenity package.  Hillside is located in a neighborhood where there are several mobilehome parks and other types of residential property.  All basic services are within a five mile radius.  Area businesses include industrial and retail.  Homes in the Project are mostly doublewides with attached carports and concrete driveways.  Most homes have wood-like siding and pitched rooflines.  There are specific architectural guidelines for new homes brought into Hillside.


In addition to the indebtedness of the Bonds, the Borrower owes the Redevelopment Agency of the City of San Bernardino $351,575 for monies expended or services rendered in connection with the acquisition of the Project by the Agency and subsequent conveyance to the Borrower.  The payments on such obligation is subordinate to payments on the Bonds.


An appraisal of the market value of the Project was completed as of April 16, 2002 by Dennis B. Cunningham & Associates of San Diego, California ("Appraiser").  It is the conclusion of the Appraiser that the fair market value of the Project, when owned by a non-profit entity, as of March 9, 2002 was $2,260,000 in an "as is" condition and $2,350,000 as stabilized.  For purposes of the Appraiser's Report, "stabilized" occupancy is defined as 95% occupancy. The opinions expressed by the Appraiser are opinions only and should not be relied upon as measurable value.  A copy of the Appraiser's report will be provided by the Underwriter upon request.  A summary of the Appraiser's Report is attached hereto as APPENDIX "E".


An engineer's report on the Project was conducted by Todd & Associates Inc. of Phoenix, Arizona ("Engineer").  The Engineer, as directed by HUD guidelines examined the Project to determine if any repairs are needed.  The repairs are divided into "Critical Repairs" and "Non-Critical Repairs".  The Critical Repairs to the Project include replacing certain concrete at an estimated cost of $426.  The Non-Critical Repairs include painting, repair and seal coat certain asphalt, and replace carpet and vinyl flooring, and repair certain roads at an estimated cost of $15,521.  A copy of the Engineer's report will be provided by the Underwriter upon request.  The Borrower has not completed all of the Critical and Non-Critical Repairs.  

THE PRIVATE PARTICIPANTS

The following information concerning the private participants has been provided by representatives of the private participants and has not been independently confirmed or verified by either the Underwriter or the Issuer. No representation is made herein as to the accuracy or adequacy of such in formation or as to the absence of material adverse changes in such information subsequent to the date hereof.

Borrower


The Borrower is a single purpose, California nonprofit corporation wholly controlled by the California Mobilehome Park Corporation (the "Parent").  The Parent was originally organized by the Redevelopment of the City of San Bernardino on May 2, 1996 as a California nonprofit corporation.  The purpose of the Parent was to assume ownership of the Project, through the Borrower.  Ownership of the Project was fully assigned to the Parent in 1998 and new management was retained in April 1999.  Since that time, the Parent, through the Borrower, has assumed full responsibility for the ownership and operation of the Project and has elected new board members.


The Board of Directors of the Parent is as follows:


Boyce T. Belt – Boyce T. Belt, Jr. is the President of Santiago Financial, Inc.  Mr. Belt worked in the Credit and Display Advertising Departments of the Los Angeles Times from 1959-1966.  He was a stock broker with Walston & Co. and Harris Upham until 1972.  He began work in the manufactured housing service business in 1972.  Mr. Belt worked for two service companies until he formed his company in late 1975.  For the next eight years, Mr. Belt originated loans for Gibraltar, Brentwood,  Garden Grove Federal, Coast Bank, Central Bank, Garfield Bank and California Federal.  In 1980, the Company formed a division to service and liquidate the foreclosures of their clients.  Since 1984, Mr. Belt has been exclusively handling the foreclosures and liquidation of manufactured housing collateral throughout the United States.  This has included the foreclosing, evictions, repairing and marketing of the homes.  In 1985, the Company expanded from California and began servicing loans for California Federal in the southeastern United States.  In 1989, it began servicing loans for Atlantic Financial, the collateral for such loans being located in California, Alabama, Mississippi, Tennessee, Kentucky, Illinois, Indiana, Michigan, Ohio and Pennsylvania.  Santiago Financial, Inc., is a licensed Manufactured Housing Dealer in the State of California; a licensed General Contractor; and a licensed Personal Property Broker.


J. Ray Estrella – J. Ray Estrella is Vice President of Business and Community Development for Fullerton Community Bank, having joined the Bank in 1994.  Prior to joining the Bank, Mr. Estrella was a Partner and General Manager with Port & Flor Inc. from 1983 to 1994.  From 1978 to 1983, Mr. Estrella was a Partner and President with Polmex Petroleum.  Mr. Estrella is a veteran of the United States Army, having served on active duty and in the reserves from 1959 to 1982.  He is a member of the Orange County Veterans Advisory Council, the 46th Congressional District Veterans Advisory Council and is Chair of the Southern California Mexican-American Veterans Memorial.  He is a Life Member of the American Legion and the Special Forces Association.


Burt Mazelow -  Burt Mazelow is the President of M-K Development Services.  Mr. Mazelow has been involved in the civil engineering, land planning, surveying and the building industry for the past 25 years and holds a California building contractors license.  Prior to establishing M-K Development Services, Inc., he was a partner of McDermott Engineering, Inc., a civil engineering firm specializing in the development of mobile home and manufactured housing developments.  Prior to that, he was employed by Silvercrest Industries (developing and providing manufactured housing)m serving as Vice President of all in house engineering, along with being president of two subsidiary corporations, Santiago Corporation (providing land acquisition and development) and Coastland Construction Corporation (providing construction services for in house developments).  Prior to his involvement with Silvercrest, he was employed by Meurer Engineering, Inc. as a project manager from 1976 to 1986.  His hands-on, service oriented approach has been used to create a broad range of residential, commercial and industrial projects in the southern California area.  His area of expertise is in coordinating all phases of projects from the planning state to final construction, including obtaining governmental approvals.


Gary Edmundson – Gary "Duke" Edmundson joined the industry in 1964 after completing a successful career in professional ice hockey, including spending time with two famous major league teams, the Montreal Canadians and the Toronto Maple Leafs.  Joining G.T. Wolf Mobile Homes, Inc., as a sales manager, Duke worked his way to Executive Vice President until the company was acquired by Face Industries, Inc.  With the name change to Face Homes, Duke served as a Group Vice President.  In 1979, Duke joined Silvercrest Industries as Executive Vice President.  He has remained there through several mergers, where he serves today as President and Chief Operating Officer of Silvercrest/Western Homes, now an affiliate of Champion Enterprises.  Duke's service to the industry outside of his immediate employment has been significant.  He served as Chairman of the Board of TA the predecessor of WMHI.  He also served as the Chairman of WMHI and is currently on the Board of Directors and Executive Committee of CMHI.  In 1980 Duke was the recipient of the Jack E. Wells Memorial Award.  


Gary Van Osdel – Gary Van Osdel was born and raised in San Bernardino, graduating from San Bernardino High School in 1958.  He attended the University of Redlands, graduating in 1962 with a degree in Business Administration.  Mr. Van Osdel began a career in housing and redevelopment in the City of San Bernardino as Director of Code Enforcement for the RDA from 1967-1970.  He served as Federal Aid Coordinator for the City from 1970-1975 and the Director of Community Development from 1975-1981.  In 1981, he was appointed Executive Director of the City's Redevelopment Agency, administering eight redevelopment project areas, the Community Development Block Grant program and the affairs of the City's non-profit economic development corporation.  In 1983, he left the Agency to pursue work in the private sector as a housing and redevelopment consultant,  From 1986 until 1995, he served as Chief Financial Officer for the consultant firm of Flory, Olson & Van Osdel, Inc.  Subsequent to selling his interest in Flory, Olson & Van Osdel and prior to being asked by Mayor Valles to return to San Bernardino to take over the Economic Development Agency, Mr. Van Osdel provided project management services to the Ontario and Riverside Redevelopment Agencies.  He and his wife Anita reside in Highland.


Barry Cole – Barry Cole entered the manufactured housing industry in 1972 in the retail sales business with Foremost Motors.  In 1976, he joined the manufacturing side, ultimately becoming sales manager for Lander Homes, Westway Homes in 1981, and Levin Homes in 1983.  In 1985, he became a partner in P.C. Housing, managing operations for the second largest retail factory-built housing dealership for in-fill units in California.  In 1986, Barry formed Red Label Housing, a retail dealership and managed that operation until 1991.  In 1991, he became Inventory Central Manager for All Valley Acceptance Corp.  Barry joined Mobil Community Management in 1992 and formed Community Mobilehome Sales where he remains today as Vice President for both entities, and is responsible for the sales and management, under the President for 17 mobile home communities in California.  Barry has been extremely active for CMHI.  In 1988, he served as President of the Orange County Chapter of CMHI.  He has served on the Board of Directors of CMHI for the past five years and on the Executive Committee both as Secretary and Treasurer for the past three years.


The Board of Directors shall have full authority and responsibility for the ownership and operation of the Project.  The Board has elected Dennis Kazarian as President of the Borrower to assist in carrying out its responsibilities.


Dennis Kazarian – Dennis Kazarian was Chief of Staff for United States Congressman George E. Danielson for eight years. In 1983 he formed and was President of Kazarian and Associates.  Under this firm, Mr. Kazarian was requested by the Los Angeles County Board of Supervisors and the Los Angeles County Interns and Residents Association (LAC/IRA) to mediate a contractual dispute which had evolved into a work slowdown at the county's three teaching hospitals.  Mr. Kazarian was successful in terminating the work slowdown and negotiation of a new contract between the County of Los Angeles and LAC/IRA.  As a consequence of these actions, Mr. Kazarian was offered and accepted a position to serve as the Executive Director of the Los Angeles County Interns & Residents Association.  Kazarian and Associates also represented the National Hot Rod Association in contract negotiations with the County of Los Angeles and the Pomona Fair Grounds.  Mr. Kazarian also represented Silvercrest Industries, a manufactured housing developer and a manufactured housing community developer.  He was instrumental on various ventures of land acquisition and development.  In addition, he initiated the program which certified Silvercrest to develop and sell portable classrooms in the State of California.  In 1988, Mr. Kazarian was requested by entrepreneur and billionaire Kirk Kirkorian, on behalf of the United Armenian Fund, to serve as the executive director of a charitable fund which Mr. Kazarian had created to help the earthquake victims of Armenia.  Mr. Kazarian orchestrated efforts arranging for relief supplies and building materials to be flown by charter to Armenia on a weekly basis.  For the past eight years, Mr. Kazarian has been the Chief of Staff for Senator Charles M. Caleron, 30th Senatorial District, California.  Mr. Kazarian has a Bachelor of Arts/Political Science from California State University Fullerton and a Masters in Public Administration from the University of Southern California.


The other Officers are as follows:




Richard Simonian
Executive Vice President (see resume below)




Shontele Simonian
Chief Financial Officer (see resume below)




Burt Mazelow

Secretary


The Borrower incurs minimal expenses in connection with the administration of its business purposes.  Recurring expenses include staff salary (at this time limited to the President), attorneys' fees, and accounting fees.  The Borrower owns one mobile home park that is not financed by bonds.  The revenues from this asset are used for the Borrower's administrative expenses which are general in nature and not specified to a bond-financed park.  In those instances, the Borrower's expenses are charged to the applicable park.

The mailing address of the Borrower is 1551 North Tustin Avenue, Suite 910, Santa Ana, California  92705.

The Mortgage Note will be a nonrecourse obligation solely of the Borrower. No partner, officer or agent of the Borrower will be personally liable with respect to the Mortgage Note or the Borrower's obligations under the Mortgage or the Financing Agreement. Furthermore no representation is made that the Borrower will have substantial funds available for the Project.

Managing Agent


The Borrower has entered into a Management Agreement with Santiago Communities, Inc. formerly known as Santiago Management Company, Inc. ("Santiago" or "Manager").  Santiago, a California corporation incorporated in August 1988, is a full service manufactured housing community property management and accounting company.   Santiago manages 18 manufactured housing communities in California and Washington, with approximately 3000 spaces and over 100 employees.  Santiago is also licensed by the State of California as a real estate broker.  Santiago offers accounting services, including preparation of financial statements, accounts payable, accounts receivable and payroll,  Santiago's staff includes park management teams in every park and a General Property Manager.  The General Property Manager oversees all operations in each park, reports to the President on park operations, hiring, training and supervision of new park management teams.  Park management teams are responsible for accounts receivable collections, giving legal notices and general maintenance of the park.  To keep expenses down, outside contractors are not used except for tax preparation, audits and legal counsel.

Santiago Management

Richard Simonian, President and Chief Financial Officer – Mr. Simonian enjoys the reputation of being one of California's foremost manufactured housing community operators.  Virtually all of his life, he has been involved in the manufactured housing industry including the design, construction, financing and managing of manufactured housing communities.  His experience began with the construction of 60 custom homes in the Whittier-La Habra-Fullerton area.  Mr. Simonian was Vice President and Project Manager of approximately 2,000 homes built in Los Angeles and Orange County.  Then, as a General Engineering contractor, Mr. Simonian formed a company named Accent Enterprises.  Under Mr. Simonian's direction, this company, Accent Enterprises was sold to a New York Stock Exchange Company.  In 1976 he started Santiago Corporation, which built or acquired 50 manufactured housing communities.  Santiago Corporation merged with an American Stock Exchange Company named Silvercrest Industries, Inc.  Mr. Simonian served as President of Silvercrest Industries, Inc. for five years until the sale of its operation in May of 1989.  Thereafter, he formed and commenced operations of Santiago Management Company, Inc.  He is the sole shareholder and a director of the corporation.  His wife, Bonnie Simonian, and daughter-in-law, Shontele Simonian, are also directors of Santiago Management Company, Inc.


Shontele Simonian, Secretary and Vice President – Shontele Simonian is the Secretary and Vice President of Santiago Management Company, Inc.  She has been with the Company since May 22, 1989.  Mrs. Simonian started as the receptionist and file clerk for the accounting department of the Company.  Over the last nine years she has held virtually every position within the corporation such as bookkeeper, accounts payable clerk, payroll supervisor, office manager and a brief time as Mr. Simonian's secretary.


Aimee Hill, Vice President of Mobilehome Park Operations – Aimee Hill, Vice President of Mobilehome Park Operations and General Property Manager for Santiago Management Company, Inc., works under the direct supervision of Richard Simonian.  As property manager for the Company, she oversees the management of all of the parks located in Southern and Northern California.  As Property Manager, she is responsible for coordinating between the corporate office and the resident managers with regard to park operations, including hiring, training and supervising resident managers, inspecting parks and facilities on a regular basis for overall condition and appearance, setting up management operation for new parks, meetings with tenants on an individual or group basis, supporting and assisting resident managers in all areas of the park operations and tenant relations, coordinating with cities and counties regarding rent control issues and ordinances and reporting information to the corporate office.  Miss Hill earned a Bachelor of Science in Business Administration from the University of California, Riverside.

The mailing address of the Managing Agent is 326 W. Katella, Suite 4-J, Orange, California  92867.

The Mortgage Lender/Servicer


Red Mortgage Capital, Inc. (the "Lender") an Ohio corporation, is a mortgage banking firm specializing in FHA-insured construction and permanent mortgage loans, Fannie Mae forward commitment and permanent mortgage loans, and both Fannie Mae and FHA bond credit enhancements for multifamily and seniors housing projects across the United States.  The Lender is also approved by GNMA to issue modified pass-through securities.


The Loan Servicer is one of the most active FHA mortgagees and GNMA issuers for HUD insured project loans and one of the top Fannie Mae DUS lenders (by annual volume) in the country.  As of December 31, 2002, the Loan Servicer serviced 737 multifamily and seniors housing project loans aggregating nearly $4.4 billion, which includes 236 FHA-insured mortgage loans totaling $858 million and 423 Fannie Mae mortgage loans totaling $3 billion.

CERTAIN BONDHOLDERS' RISKS

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

Early Redemption and Loss of Premium

Purchasers of Bonds, including those who purchase Bonds at a price in excess of their principal amount or who hold such a Bond trading at a price in excess of par, should consider the fact that the Bonds are subject to special mandatory redemption at a redemption price equal only to their principal amount plus accrued interest in the event such Bonds are redeemed prior to maturity. This could occur in the event that the Mortgage Note is prepaid as a result of a casualty or condemnation award payment affecting the Project or in the event there is a default under the Mortgage. See paragraphs (a) and (b) under "THE BONDS - Redemption - Special Mandatory Redemption" for a more detailed description of the circumstances which could result in such a special mandatory redemption.  

The Bonds are also subject to special mandatory redemption on April 15, 2003 (as such date may be extended pursuant to the Indenture) in the event the GNMA Security is not delivered to the Trustee by March 31, 2003 (as such date may be extended pursuant to the Indenture).   The Bonds will be redeemed at a redemption price equal to their principal amount plus accrued interest, together with a premium equal only to amounts available therefor in the Premium Account of the Acquisition Fund, which are expected to be equal to the original reoffering premium of the Bonds as set forth on the inside cover page hereof.

In the event the Bonds are redeemed due to a failure to deliver the GNMA Security to the Trustee by March 31, 2003, approximately $1,890,000 from the proceeds of the Bonds would be available on April 15, 2003 to pay a redemption premium on the Bonds, as described in the preceding paragraph.  None of the Issuer, the Lender, the Underwriter, the Trustee or any of their attorneys has committed to or is responsible for depositing any funds to pay any redemption premium. See paragraph (c) under "THE BONDS  Redemption - Special Mandatory Redemption."  Any such escrowed original reoffering premium amounts deposited to the Premium Account of the Acquisition Fund will be released after the GNMA Security is delivered and will not be available in the event of any other mandatory or special redemption of Bonds.

Limited Security

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

Taxability of Bonds

THE BONDS ARE NOT SUBJECT TO REDEMPTION, AND THE RATE OF INTEREST ON THE BONDS IS NOT SUBJECT TO ADJUSTMENT, BY REASON OF THE INTEREST ON THE BONDS BEING INCLUDED IN GROSS INCOME FOR PURPOSES OF FEDERAL INCOME TAXATION. Such event could occur if the Borrower (or any subsequent owner of the Project) does not comply with the provisions of the Financing Agreement which are designed, if complied with, to satisfy the continuing compliance requirements of the Code in order for the interest on the Bonds to be excludable from gross income for purposes of federal income tax.

Competing Facilities

The Issuer and persons who may be affiliated with the Issuer are not prohibited from developing or operating other facilities that could compete with the Project for tenants. Any competing facilities, if so constructed, could adversely affect occupancy and revenues of the Project.

TAX MATTERS

In the opinion of Lewis Brisbois Bisgaard & Smith LLP ("Bond Counsel"), based upon an analysis of existing laws, regulations, rulings, and court decisions, and assuming, among other matters, compliance with certain covenants, interest on the Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 (the "Code"). Bond Counsel is of the further opinion that interest on the Bonds is not a specific preference item for purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel observes that such interest is included in adjusted current earnings when calculating corporate alternative minimum taxable income.  Bond Counsel is also of the opinion that interest on the Bonds is exempt from State of California personal income taxes.  A complete copy of the proposed form of opinion of Bond Counsel is set forth in Exhibit F hereto.

To the extent the issue price of any maturity of the Bonds is less than the amount to be paid at maturity of such Bonds (excluding amounts stated to be interest and payable at least annually over the terms of such Bonds), the difference constitutes "original issue discount," the accrual of which, to the extent properly allocable to each owner thereof, is treated as interest on the Bonds which is excluded from gross income for federal income tax purposes and State of California personal income taxes. For this purpose, the issue price of a particular maturity of the Bonds is the first price at which a substantial amount of such maturity of the Bonds is sold to the public (excluding bond houses, brokers, or similar persons or organizations acting in the capacity of underwriters, placement agents or wholesalers). The original issue discount with respect to any maturity of the Bonds accrues daily over the term to maturity of such Bonds on the basis of a constant interest rate compounded semiannually (with straight-line interpolations between compounding dates). The accruing original issue discount is added to the adjusted basis of such Bonds to determine taxable gain or loss upon disposition (including sale, redemption, or payment on maturity) of such Bonds. Owners of the Bonds should consult their own tax advisors with respect to the tax consequences of ownership of Bonds with original issue discount, including the treatment of purchasers who do not purchase such Bonds in the original offering to the public at the first price at which a substantial amount of such Bonds is sold to the public.

Bonds purchased, whether at original issuance or otherwise, for an amount greater than their principal amount payable at maturity (or, in some cases, at their earlier call date) ("Premium Bonds") will be treated as having amortizable bond premium. No deduction is allowable for the amortizable bond premium in the case of bonds, like the Bonds that are Premium Bonds, the interest on which is excluded from gross income for federal income tax purposes. However, a purchaser's basis in a Premium Bond, and under Treasury Regulations the amount of tax exempt interest received for the Bonds, will be reduced by the amount of amortizable bond premium properly allocable to such purchaser. Owners of Premium Bonds should consult their own tax advisors with respect to the proper treatment of amortizable bond premium in their particular circumstances.

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 Bonds. The Issuer and the Borrower have covenanted to comply with certain restrictions designed to insure that interest on the Bonds will not be included in federal gross income. Failure to comply with these covenants may result in interest on the Bonds being included in gross income for federal income tax purposes, possibly from the date of original issuance of the Bonds. The opinion of Bond Counsel assumes compliance with these covenants. Bond Counsel has 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 Bonds may adversely affect the value of, or the tax status of interest on, the Bonds. Further, no assurance can be given that pending or future legislation or amendments to the Code, if enacted into law, or any proposed legislation or amendments to the Code, will not adversely affect the value of, or the tax status of interest on, the Bonds. Prospective owners of the Bonds are urged to consult their own tax advisors with respect to proposals to restructure the federal income tax.

In addition, Bond Counsel has relied on the opinion of counsel to the Borrower and the Kutak Rock law firm regarding the current qualification of the Borrower as an organization described in Section 501(c)(3) of the Code, the intended operation of the facilities to be financed by the Bonds as substantially related to the Borrower's charitable purpose under Section 513 of the Code, and other matters.  Neither Bond Counsel nor Borrower's counsel can give or has given any opinion or assurance about the future activities of the Borrower, or about the effect of future changes in the Code, the applicable regulations, the interpretation thereof or the resulting changes in enforcement thereof by the Internal Revenue Service. Failure of the Borrower to be organized and operated in accordance with the Internal Revenue Service's requirements for the maintenance of its status as an organization described in Section 501(c)(3) of the Code may result in interest payable with respect to the Bonds being included in federal gross income, possibly from the date of the original issuance of the Bonds.

Certain requirements and procedures contained or referred to in the Indenture, the Financing Agreement, the Tax Certificate, and other relevant documents may be changed and certain actions (including, without limitation, defeasance of the Bonds) may be taken or omitted under the circumstances and subject to the terms and conditions set forth in such documents. Bond Counsel expresses no opinion as to any Bond or the interest thereon if any such change occurs or action is taken or omitted upon the advice or approval of bond counsel other than Lewis Brisbois Bisgaard & Smith LLP.

Although Bond Counsel is of the opinion that interest on the Bonds is excluded from gross income for federal income tax purposes, the ownership or disposition of, or the accrual or receipt of interest on, the Bonds may otherwise 

affect an owner's federal or state tax liability. The nature and extent of these other tax consequences will depend upon the particular tax status of the owner of the Bond or such owner's other items of income or deduction. Bond Counsel expresses no opinion regarding any such other tax consequences.

UNDERWRITING

Kinsell, Newcomb & De Dios, Inc. (the "Underwriter") has agreed to purchase the Bonds from the Issuer at the prices set forth on the inside cover page of this Official Statement which includes a premium of $226,512.75, plus accrued interest of $8,793.75.  For its services, the Underwriter will receive a fee equal to $22,680.00.  The Bond Purchase Agreement provides that the Underwriter will purchase all of the Bonds if they are issued, the obligation to make such purchase being subject to certain terms and conditions set forth in the Bond Purchase Agreement, the approval of certain legal matters by counsel, and certain other information. The Underwriter intends to offer the Bonds to the public initially at the offering prices shown on the cover page hereof; which prices may subsequently change without requirement of prior notice.  The Underwriter reserves the right to join with other dealers and underwriters in offering the Bonds to the public. The Underwriter may offer and sell the Bonds to certain dealers at prices lower than the public offering prices.

The Borrower has agreed to indemnify the Issuer and the Underwriter with respect to information in the Official Statement relating to the Borrower, the Project, the description of the sources and uses of proceeds and the Mortgage and Mortgage Note.

RATING

The Rating Agency has assigned the rating set forth on the cover page to the Bonds. The rating reflects only the view of the Rating Agency at the time the rating was issued and an explanation of the significance 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 it will not be revised downward or withdrawn entirely by such rating agency if; in its judgment, circumstances so warrant. Any such downward revision or withdrawal of such rating can be expected to have an adverse effect on the market price of the Bonds.

CERTAIN LEGAL MATTERS

The validity of the Bonds and certain other legal matters are subject to the approving opinion of Lewis Brisbois Bisgaard & Smith LLP, Bond Counsel.  Certain matters will be passed upon by Lewis Brisbois Bisgaard & Smith LLP., San Bernardino, California, as Disclosure Counsel, and for the Issuer by Best Best & Krieger LLP, Riverside, California.  A proposed form of the opinion of Bond Counsel is set forth in Appendix F hereto. Certain legal matters will be passed upon for the Borrower by the Law Offices of Marla Merhab Robinson, Santa Ana, California and Kutak Rock, Omaha, Nebraska, and for the Lender by Krooth & Altman, Washington, D.C.  Certain legal matters will be passed upon for the Underwriter by Eichner & Norris PLLC, Washington, D.C., counsel to the Underwriter.

Bond Counsel's opinion will be limited to matters relating to authorization and validity of the Bonds. Bond Counsel has not been engaged to investigate the Project, the financial resources of the Borrower or any other source of payment of the Bonds, and its opinion will make no statement as to such matters or as the accuracy, completeness or fairness of this Official Statement or any other information that may have been relied on by anyone in making the decision to purchase the Bonds.

Payment of the fees of Lewis Brisbois Bisgaard & Smith LLP, Krooth & Altman, and Eichner & Norris PLLC is contingent upon the closing of the Bonds. None of the commissioners or other officers of the Issuer have interest in the issuance of the Bonds that are prohibited by applicable law.

ABSENCE OF LITIGATION

Issuer

On the date of delivery of the Bonds, the Issuer will deliver a certificate to the effect that there are no legal proceedings pending or, to the Issuer's knowledge, threatened to restrain or enjoin the issuance, sale or delivery of the Bonds or the payment, collection or application of the proceeds thereof or of the revenues and other moneys and securities pledged or to be pledged under the Indenture or in any way contesting or affecting any authority for or the validity of the Bonds or the Indenture.

Borrower

On the date of delivery of the Bonds, the Borrower will deliver a certificate to the effect that there are no legal proceedings pending or, to the Borrower's knowledge, threatened to restrain or enjoin the issuance, sale or delivery of the Bonds or the payment, collection or application of the proceeds thereof or of the revenues and other moneys and securities pledged or to be pledged under the Indenture or in any way contesting or affecting any authority for or the validity of the Bonds or the Indenture, other than the following:


Tri-City Builders, Inc. ("Plaintiff") filed a lawsuit in July, 2002 against The California Mobile Home Park Corporation and Santiago Construction Company ("Defendants") alleging it is owed $94,000 in damages for non-payment for construction services provided to the Santiago Orangewood Estates Mobilehome Park ("Park").  The Plaintiffs also filed mechanic's liens on the Park.  The Defendants have answered and counter-claimed forgery, fraud and failure to perform.  The Defendants will be filing a motion for summary adjudication regarding the mechanic's lien foreclosure action.  The Defendants have further obtained all necessary permits and are completing the construction the Plaintiffs failed to perform.  The Defendants are vigorously pursing the defense, cross-claims and counter-claims.  The Defendants believe this litigation will not have a material adverse affect on the operations of the Defendants or the Park.  The Defendants have guaranteed payment of any judgment foreclosure on the mechanic's lien to the company insuring title on the Park so that said mechanic's lien shall not be an exclusion from coverage under the policy of title insurance.

MISCELLANEOUS

Any statements herein 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 Issuer and the purchasers or owners of any of the Bonds.

The Issuer and the Borrower have authorized the distribution and use of this Official Statement in connection with the offer and sale of the Bonds.

THE FRIENDLY VILLAGE MOBILEHOME PARK CORPORATION

By:









Its:









HOUSING AUTHORITY OF THE COUNTY OF SAN BERNARDINO

By:







Its:








APPENDIX A

CERTAIN DEFINITIONS
APPENDIX A

CERTAIN DEFINITIONS

In addition to the words and terms defined elsewhere in this Official Statement, the following words and terms as used herein will have the following meanings unless the context or use clearly indicates another or different meaning or intent.

"Act" means Part 2 of Division 24 of the Health and Safety Code of the State of California.

"Authorized Borrower Representative" means the President of the Borrower, or any other person designated to act in such capacity by a resolution of the Board of Directors of the Borrower.

"Authorized Denomination" means $5,000 or any integral multiple thereof.

"Authorized Issuer Representative" means the person or persons at the time designated to act on behalf of the Issuer by written certificate furnished to the Trustee and the Borrower containing the specified signatures of such person or persons and signed by the Chairman, Vice Chairman or Executive Director of the Issuer.  Such certificate may designate an alternate or alternates.

"Bond" or "Bonds" means any of the Bonds issued under and secured by the Indenture.

"Bond Counsel" means any attorney at law or firm of attorneys selected by the Issuer, of nationally recognized standing in matters pertaining to the validity of and exclusion from gross income for federal income tax purposes of interest on, bonds issued by states and political subdivisions, and duly admitted to practice law before the highest court of any state of the United States of America.

"Bondholder" or "holder" or "registered owner," when used with respect to any Bond, means the person or persons in whose name such Bond is registered.

"Bond Obligation" means as of any date of calculation, the aggregate principal amount of all outstanding Bonds.

"Bond Purchase Agreement" means the Bond Purchase Agreement among the Issuer, the Borrower and the Underwriter relating to the Bonds.

"Bond Register" and "Bond Registrar" have the respective meanings specified in the Indenture.

"Bond Year" means the period beginning on the date of issuance of the Bonds and ending on

March 20, 2004, and each twelve-month period thereafter. The last Bond Year will end on the date of final payment of the Bonds.

"Borrower" means The Friendly Village Mobilehome Park Corporation, a nonprofit public benefit corporation organized and existing under the laws of the State of California.

"Business Day" or "business day" means a day, other than a Saturday or Sunday on which (a) banks located in New York, New York, Los Angeles, California or in the city in which the Trust Office of the Trustee is located, are not required or authorized by law or executive order to close for business, and (b) The New York Stock Exchange is not closed.

"Carryover Amount" means an amount equal to $15,000, or such other amount approved by the Rating Agency.

"Certificate of the Issuer," "Request of the Issuer," "Requisition of the Issuer" and "Statement of the Issuer" mean, respectively, a written certificate, request, requisition or statement signed in the name of the Issuer by an Authorized Issuer Representative. Any such instrument and supporting opinions or representations, if any, may, but need not, be combined in a single instrument with any other instrument, opinion or representation, and the two or more so combined will be read and construed as a single instrument.

"Closing Date" means the date of delivery of the Bonds in exchange for the purchase price thereof.

"Code" means the Internal Revenue Code of 1986. Each reference to a section of the Code will be deemed to include the United States Treasury Regulations in effect or proposed from time to time with respect thereto and applicable to the Project or the Bonds or the use of the proceeds thereof.

"Commencement of Amortization" means commencement of monthly payments on April 1, 2003 of principle and interest on the Note in the amount equal to $11,745.05.  The above date shall be delayed one or more times if the Trustee shall have received from the Issuer at the request of the Borrower no later than 30 days prior to the date then in effect for Commencement of Amortization a written request for such delay accompanied by the items required by the Indenture necessary for the extension of the GNMA Security delivery date.
"Continuing Disclosure Agreement" means that certain continuing disclosure agreement between the Borrower and the Trustee dated February 1, 2003, as originally executed and as it may be amended from time to time in accordance with the terms thereof.

"Costs of Issuance" means all fees, costs and expenses payable or reimbursable directly or indirectly by the Issuer or the Borrower and related to the authorization, issuance and sale of the Bonds.

"Defaulted Interest" means any interest on any Bond which is payable, but is not punctually paid or duly provided for, on any Interest Payment Date.

"Event of Default" or "event of default" means any of the events so specified or defined in the Indenture, and described in APPENDIX B hereto under "Events of Default; Acceleration; Remedies."

"FHA" means the Federal Housing Administration, an organizational unit within HUD, its successors and assigns.

"FHA Loan Documents" means, collectively, the Mortgage Note, the Mortgage, the FHA Regulatory Agreement, and all other documents required in connection with the endorsement of the Mortgage Loan by FHA for Mortgage Insurance.

"FHA Regulations" means the regulations promulgated by FHA regarding insurance under Section 207 of the National Housing Act.

"FHA Regulatory Agreement" means the Regulatory Agreement for Insured Multi-family Project, to be dated not later than the Closing Date, by and between the Borrower and HUD, together with any and all supplements thereto.

"Financing Agreement" means the Financing Agreement, among the Issuer, the Lender and the Borrower, together with any and all supplements thereto.

"Financing Documents" means the Indenture, the Financing Agreement, the Tax Certificate, the GNMA Guaranty Agreement and the GNMA Security.

"GNMA" means Government National Mortgage Association, its successors and assigns.

"GNMA Guaranty Agreement" means the GNMA Guaranty Agreement between GNMA and the Lender, together with all supplements thereto.

"GNMA Security" means the fully-modified, mortgage-backed security in the principal amount of  $1,890,000 to be issued by the Lender and registered in the name of the Trustee, which security is backed by the Mortgage Note and the Mortgage and is guaranteed as to timely payment of principal and interest by GNMA, pursuant to Section 306(g) of Title III of the National Housing Act and the regulations promulgated thereunder, and bearing interest at the rate of 7.0% per annum.

"Government Obligations" means bonds, notes and other evidences of indebtedness of the United States of America or of any agency or instrumentality thereof backed by the full faith and credit of the United States of America.

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

"Indenture" means the Trust Indenture, dated February 1, 2003, between the Issuer and the Trustee, together with all supplements thereto.

"Interest Payment Date" means each March 20 and September 20, commencing September 20, 2003.

"Issuer" means the Housing Authority of the County of San Bernardino, and its successors and assigns.

"Lender" means Red Mortgage Capital, Inc., an Ohio corporation, its successors and assigns.

"Mortgage" means the deed of trust from the Borrower securing the Mortgage Note, as amended.

"Mortgage Insurance" means the insurance against certain losses under the Mortgage Loan provided by the FHA, as evidenced by the endorsed Mortgage Note.

"Mortgage Loan" means the loan made by the Lender to the Borrower in connection with the issuance of the Bonds and in a principal amount equal to the aggregate principal amount of the Bonds, in order to provide financing for the Project.

"Mortgage Note" means the deed of trust note from the Borrower in favor of the Lender evidencing the Mortgage Loan.

"National Housing Act" means the National Housing Act of 1934, as amended.

"Outstanding," when used with respect to the Bonds means all Bonds theretofore authenticated and delivered under the Indenture, except:

(a)
Bonds theretofore cancelled by the Trustee or theretofore delivered to the Trustee for cancellation;

(b)
Bonds for the payment or redemption of which moneys or obligations will have been theretofore deposited with the Trustee in accordance with the Indenture; and

(c)
Bonds in exchange for or in lieu of which other Bonds have been authenticated and delivered under the Indenture.

"Project" means the Santiago Hillside Estates Mobilehome Park, located on and including the land. described in Exhibit A to the Mortgage.

"Qualified Investments” means:

(a)
Government Obligations;

(b)
Federal Housing Administration s debentures;

(c)
Federal Home Loan Mortgage Corporation’s participation certificates (excluding stripped mortgage securities which are purchased at prices exceeding their principal amounts), which guarantee full and timely payment of principal and interest and senior debt obligations;

(d)
Farm Credit Banks  (Federal Land Banks, Federal Intermediate Credit Banks and Banks for Cooperatives) consolidated system wide bonds and notes;

(e)
Federal Home Loan Banks  consolidated debt obligations;

(f)
FNMA’s mortgage-backed securities (excluding stripped mortgage securities which are purchased at prices exceeding their principal amounts) and senior debt obligations;

(g)
Student Loan Marketing Association’s senior debt obligations (excluding securities that do not have a fixed par value and/or whose terms do not promise a fixed dollar amount at maturity or call date) and letter of credit backed issues;

(h)
Resolution Funding Corporation’s debt obligations;

(i)
Certificates of deposit, time deposits and bankers  acceptances (having original maturities of not more than 365 days) of any bank (including the Trustee or any affiliate of the Trustee), the unsecured short term obligations of which are rated “P-1” by the Rating Agency;

(j)
Deposits that are fully insured by the Federal Deposit Insurance Corp. with a banking institution rated "P-1" by the Rating Agency;

(k)
Debt obligations rated "Aaa" by the Rating Agency (excluding securities that do not have a fixed par value and/or whose terms do not promise a fixed dollar amount at maturity or call date);

(l)
Commercial paper (having original maturities of not more than 270 days) rated "P-1" by the Rating Agency;

(m)
Repurchase agreements with any institution the unsecured, uninsured and unguaranteed debt obligations of which, are rated "Aaa" by the Rating Agency or commercial paper of which is rated "P-1" by the Rating Agency; and

(n)
Money market mutual funds rated "Aaa" by the Rating Agency, including a portfolio of such funds managed by the Trustee or an affiliate of the Trustee including those which the Trustee or an affiliate thereof receives compensation with respect to such investment.

"Rating Agency" means Moody's Investors Service, Inc., a Delaware corporation, and its successors and assigns.

"Rebate Amount" means the amount, if any, which is to be paid to the United States of America pursuant to Section 148(i) of the Code and the Tax Certificate and the Indenture.

"Rebate Analyst" means a qualified person acceptable to the Issuer and retained by the Borrower to calculate the Rebate Amount or, in the event that the Borrower fails to so retain a Rebate Analyst one month prior to any date on which calculations are required to be made under the Tax Certificate, any qualified person retained by the Trustee to calculate the Rebate Amount.

"Regular Record Date" means, with respect to an Interest Payment Date, the close of business on March 5 or September 5, as the case may be, next preceding such Interest Payment Date, whether or not a business day.

"Reserved Rights of the Issuer" means (a) all rights which the Issuer or its officers, officials, agents or employees may have under the Indenture and the Financing Agreement to indemnification by the Borrower and by any other persons and to payments for expenses incurred by the Issuer itself or its officers, officials, agents or employees; (b) the right of the Issuer to receive notices, reports or other information, make determinations and grant approvals under the Indenture and under the other Financing Documents; (c) the right of the Issuer to receive its fee pursuant to the Financing Agreement; (d) all rights of the Issuer to enforce the representations, warranties, covenants and agreements of the Borrower pertaining in any manner or way, directly or indirectly to the requirements of the Act or any requirements imposed by the Issuer with respect to the Project, or necessary to assure that interest on the Bonds is excluded from gross income for federal income tax purposes, as are set forth in any of the Financing Documents or in any other certificate or agreement executed by the Borrower; (e) all rights of the Issuer in connection with any amendment to or modification of the Financing Documents; and (f) all enforcement remedies with respect to the foregoing.

"Responsible Officer" means the President or any Vice President, Assistant Vice President or Trust Officer of the Trustee having responsibility under the Indenture.

"Revenues" means the revenues, receipts, interest, income, investment earnings and other moneys received or to be received by the Issuer or the Trustee from the Project, including moneys received or to be received from the GNMA Security or the Borrower under the Financing Documents and all investment earnings derived or to be derived on any moneys or investments held by the Trustee under the Indenture, but excluding (a) amounts paid as fees, reimbursement for expenses or for indemnification of the Issuer and the Trustee, (b) amounts paid to or collected by the Issuer in connection with any Reserved Rights of the Issuer and (c) any Rebate Amount.

"State" means the State of California.

"Tax Certificate" means the Tax Certificate and Agreement dated the Closing Date made by the Issuer and the Borrower, together with any and all supplements thereto.

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

"Trustee" means U.S. Bank National Association and its successors and assigns.

"Trust Estate" means the property rights, money, securities and other amounts pledged and assigned to the Trustee pursuant to the granting clauses of the Indenture.

"Trust Office" means the office of the Trustee at the address set forth in Section 1004 of the Indenture or as otherwise specified in writing by the Trustee, except for purposes of transfer, exchange, registration, payment and surrender of Bonds in which case Trust Office means the corporate trust office of U.S. Bank National Association in St. Paul, Minnesota.

"Underwriter" means Kinsell, Newcomb & De Dios, Inc.
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APPENDIX B

SUMMARY OF CERTAIN PROVISIONS OF THE INDENTURE

The following is a summary, which does not purport to be comprehensive or definitive, of certain provisions of the Indenture, and which is qualified in its entirety by reference to the Indenture.

Establishment of Funds for the Bonds

The following funds will be established and maintained by the Trustee under the Indenture for the benefit of the Bonds:

(i)
Project Fund, including therein a Negative Arbitrage Account and a Premium Account;

(ii)
Bond Fund

(iii) 
Expense Fund;

(iv)   
Cost of Issuance Fund; and

(v)
Rebate Fund;

Project Fund

Amounts will be deposited in the Project Fund and will be applied as described below.

(a)    The Trustee will deposit Bond proceeds to the Project Fund as provided in the Indenture.

(b)    On the date on which the Trustee acquires the GNMA Security from the Lender, the Trustee will (A) confirm that the aggregate principal amount of the GNMA Security is $1,890,000 (or such smaller amount required to take into account the Commencement of Amortization of the Mortgage Loan prior to the delivery of the GNMA Security) plus accrued interest, if any, and that the GNMA Security bears interest at the rate of 7.0% per annum; and (B) notify the Rating Agency in writing of the acquisition; and (C) after receipt of the GNMA Security, will remit to the Lender, but only to the extent of available funds in the Project Fund and/or the Bond Fund, an amount not to exceed the principal amount of the GNMA Security, plus accrued and unpaid interest thereon, if any (but not more than 30 days' accrued interest, provided that any additional accrued interest in excess of 30 days will be remitted by the Trustee to the Lender upon receipt thereof by the Trustee).  Upon the delivery of the GNMA Security, the Trustee:  (i) shall transfer any amount remaining in the Negative  Arbitrage Account on the Interest Payment Date immediately succeeding the GNMA Security delivery date first to the Bond Fund to the extent necessary to make any payments required to be made therefrom on such Interest Payment Date and next to transfer an amount into the Bond Fund so that when added to amounts already therein, the balance will equal the Carryover Amount and, to the extent not so used, to the Borrower; and (ii) shall transfer all amounts held in the Premium Account as provided in the Indenture.

(c)    If, on the first Business Day following March 31, 2003, the Trustee has not yet acquired the GNMA Security, the Trustee will transfer to the Bond Fund all amounts on deposit in the Project Fund for application to the extraordinary redemption of Bonds pursuant to the Indenture and will as soon as practicable give notice of such redemption to the holders of such Bonds; provided, however, that such transfer and such redemption will be delayed until 15 days after the new delivery date (the "Extended Delivery Date"), if the Trustee will have received a timely written request from the Borrower or the Lender for such delay accompanied by (i) a cash flow projection acceptable to the Rating Agency (evidence of such acceptance will be in writing) demonstrating that (A) the sum of (1) the amount in the Project Fund, (2) the investment earnings to accrue on the amounts held in the Project Fund during the period ending the Extended Delivery Date, and (3) additional sum (included in the cashflow projections set forth in clause (i) above) paid to the Trustee by or on behalf of the Borrower for deposit into the Project Fund (accompanied by an opinion of Bond Counsel or bankruptcy counsel acceptable to the Trustee to the effect that such sums are not subject to the provisions of Sections 362(a), 547 and 550 of the Federal Bankruptcy Code) will be at least equal to the debt service on the Bonds (including the redemption price of the Bonds) through 15 days after such Extended Delivery Date (assuming redemption of the Bonds in full on such date) plus accrued and unpaid fees and expenses of the Trustee, and (B) assuming that the GNMA Security is delivered on the last day of such extension period, the sum of the amounts listed in (1), (2) and (3) of (A) above, plus the regularly scheduled payments on the GNMA Security payable on or before the maturity date of the Bonds will be sufficient to pay the principal (including regularly scheduled mandatory sinking fund redemptions) and interest on the Bonds at the times and in the amounts set forth in the Indenture plus the fees of the Trustee plus the cumulative surplus at least as great as that shown in the final cash flow projections submitted before the Closing Date both throughout the entire term of the Bonds and in the event the Bonds are required to be redeemed at the end of such acquisition date; (ii) evidence satisfactory to the Trustee that the GNMA commitment will not expire prior to the last day of such extension period; (iii) arrangements satisfactory to the Trustee for the making of the investments contemplated by the cash flow projection, and (iv) receipt from the Rating Agency of written confirmation of the rating then in effect for the Bonds. In lieu of making a cash deposit, the Borrower may provide a letter of credit in form and substance acceptable to the Rating Agency.

Bond Fund

(a)    The Trustee will deposit into the Bond Fund (i) the amounts required under the Indenture as described above under “Project Fund”; (ii) all income, revenue, proceeds and other amounts received from or in connection with the GNMA Security; and (iii) any other amount received by the Trustee which are subject to the lien and pledge of the Indenture.

Upon delivery of the GNMA Security, amounts in the Bond Fund may be used, as needed, to pay accrued interest on the Bonds.  The GNMA Security will be held for the account of the Bond Fund and registered in the name of the Trustee so that the Trustee maintains a first perfected security interest in such GNMA Security at all times.

(b)    At the earliest practicable time, the Trustee will give immediate telephonic notice by the next Business Day (to be followed by written notice on the 16th day of any month or, if the GNMA Security is held by PTC (as hereinafter defined) the 18th day of any month) to GNMA of the failure of the Lender to make any payment on the GNMA Security on the 15th day of such month or, if the GNMA Security is held by PTC, on the 17th day of such month (or the next succeeding Business Day if the 15th day (or 17th day, if the GNMA is held by PTC), is not a Business Day) and demand payment under the terms of GNMA's guaranty thereof.

(c)
The Trustee will apply amounts in the Bond Fund on each Interest Payment Date (or any other date on which Bonds are to be redeemed), in the following order of priority:

(i)
first to pay interest on the Bonds and then to pay the principal of all Bonds maturing on such date and the redemption prices of all Bonds required to be redeemed on such date; and

(ii)
amounts on deposit in the Bond Fund will be transferred to the Expense Fund in an amount sufficient to pay the expenses set forth under “Expense Fund” below.

(d)   The Trustee will also apply moneys in the Bond Fund which are derived from payments on the GNMA Security that exceed level payments of principal of and interest on the Mortgage Loan, to the redemption of Bonds in accordance with the redemption provisions described under “THE BONDS -Redemption.”

(e)
If any GNMA Security is in book-entry only form, then the GNMA Security must be registered in the name of the Trustee at the depository for such book-entry designation at the time of purchase of the GNMA Security by the Trustee and the Trustee will have a first-lien position perfected security interest in the GNMA Security;

Expense Fund

The Trustee will apply moneys on deposit in the Expense Fund solely for the following purposes, on each Interest Payment Date, in the following order of priority:

(i)
to transfer money to the Bond Fund on any Interest Payment Date to the extent necessary to pay debt service on the Bonds on such date but only if there are insufficient moneys held to the credit of the Bond Fund on that date;

(ii)
to transfer to the Rebate Fund the Rebate Amount (if any);

(iii)
to the payment of any fee of the Rebate Analyst then due; and

(iv)
to pay one-half of the annual administrative fees and expenses of the Trustee as set forth in the fee schedule between the Trustee and the Issuer; 


(v)
to pay one-half of the annual fee of the Issuer.

In the event moneys in the Expense Fund are not sufficient to pay the fees and expenses of the Trustee, the Trustee will seek payment of any such deficiency from the Borrower.

Rebate Fund

The purpose of the Rebate Fund is to facilitate compliance with Section 148(f) of the Code. Any Rebate Amount deposited in such Fund will be for the sole benefit of the United States of America and will not be subject to the lien of the Indenture or to the claim of any other person, including, without limitation, the Bondholders and the Issuer. The requirements of this section are subject to, and will be interpreted in accordance with, section 148(f) of the Code and the Treasury regulations applicable thereto (the “Regulations”), and will apply except to the extent (i) the Trustee is furnished with an opinion of Bond Counsel or other satisfactory evidence that the Regulations contain an applicable exception; or (ii) tile Trustee in its judgment determines that such requirements will diminish the security of the Bondholders; provided that in the case of clause (ii), the Trustee will obtain an opinion of Bond Counsel to the effect that failing to take such action would not adversely affect the exclusion of interest on the Bonds from federal income taxation.

The Trustee will promptly transfer to the Rebate Fund each amount required to be deposited therein pursuant to the Tax Certificate, first from earnings in the Project Fund, and second, to the extent amounts in the Project Fund are insufficient, from revenues which have been deposited into the Bond Fund and earnings thereon. To the extent that the amount to be deposited into the Rebate Fund exceeds the amount which can be transferred from such Funds, the Trustee will promptly notify the Borrower and an amount equal to such deficiency will be paid promptly by the Borrower to the Trustee for deposit into the Rebate Fund.

The Borrower and the Trustee, on behalf of the Issuer, will keep such records as will enable them to fulfill their respective responsibilities under this section and Section 148(f) of the Code, and the Borrower (or the Trustee upon the written request of the Issuer) will engage a Rebate Analyst as may be necessary in connection with such responsibilities. The fees and expenses of the Rebate Analyst will be paid by the Borrower pursuant to the Financing Agreement. For purposes of the computation of the Rebate Amount required under the Tax Certificate, the Trustee will make available to the Borrower and the Issuer during normal business hours all information in the Trustee's control which is necessary to such computations.

Cost of Issuance Fund

The Trustee will pay Cost of Issuance upon the written direction of the Issuer, which Costs of Issuance will not exceed the amounts set forth in a requisition of the Issuer. Any funds remaining in the Costs of Issuance Fund six months after the Closing Date, and not specifically committed to the payment of Costs of Issuance, will be paid to the Borrower.

Investments

The Trustee will invest all moneys in the Bond Fund in Qualified Investments.  Subject to the provisions of the foregoing sentence and the Tax Certificate, any moneys held as part of any fund created by the Indenture, including the Expense Fund, will be invested or reinvested from time to time by the Trustee upon receipt by the Trustee of the written direction of the Borrower in Qualified Investments having a maturity not exceeding the shorter of (i) the date on which such Funds may be needed under the Indenture, or (ii) six months, in the Trustee's sole discretion unless directed by the Borrower to invest such moneys in Qualified Investments specified by the Borrower, in which event it will follow such direction. In no event will a maturity be longer than the longest maturity of the Bonds. The investments so made will be held by the Trustee and will be deemed at all times to be a part of the fund in which such moneys were held; provided that for purposes of investment, moneys held in any of the funds established under the Indenture may be commingled. The Trustee will sell and reduce to cash a sufficient amount of such investments whenever the cash balance in any fund will be insufficient to cover a proper disbursement therefrom. For the purpose of determining the amount in any fund, Qualified Investments credited to such fund or account will be valued at their cost (exclusive or accrued interest after the first payment of interest following acquisition) or market value, whichever is less. The Trustee will invest at the highest yields prudently available consistent with the Indenture. If any moneys held under the Indenture other than the Expense Fund are not invested in Qualified Investments, such moneys will be invested only in accordance with the written instructions of the Borrower.

Continuing Disclosure

Pursuant to the Financing Agreement, the Borrower has undertaken responsibility for compliance with continuing disclosure requirements, and the Issuer will have no liability to the holders of the Bonds or any other person with respect to such disclosure matters. The Trustee covenants and agrees that it will comply with and carry out its duties as Trustee under the Continuing Disclosure Agreement. Notwithstanding any other provision of the Indenture, failure of the Borrower or the Trustee to comply with the Continuing Disclosure Agreement will not be considered an Event of Default and the remedies for any such failure will be as expressed in the Continuing Disclosure Agreement; however, the Trustee may (and, at the request of the Underwriter or the holders of at least 25% aggregate principal amount of Outstanding Bonds, upon satisfactory indemnification and guarantee of fees will), or any Bondholder may, take such actions as may be necessary and appropriate, including seeking specific performance by court order, to cause the Borrower to comply with its obligations under the Continuing Disclosure Agreement or to cause the Trustee to comply with its obligations as described in Appendix D.

No Disposition of GNMA Security

The Trustee will not, without the written consent of the holders of 100% of the Bond Obligation, sell or otherwise dispose of the GNMA Security after its acquisition for an amount less than an amount sufficient, together with other amounts then held under the Indenture and available for the payment of principal of and interest on the Bonds, to provide for the payment of the Bonds in accordance with the Indenture.

Events of Default

Each of the following events will be an Event of Default under the Indenture:

(a)    default in the due and punctual payment of any interest on any Bond; or

(b)    default in the due and punctual payment of the principal of or premium, if any, on any Bond whether at the stated maturity thereof, or on proceedings for redemption thereof, or on the maturity thereof by declaration; or

(c)
default in the performance or observance of any other of the covenants, agreements or conditions on the part of the Issuer in the Indenture or in the Bonds (subject to an opportunity to cure); or

(d)
approval by a court of competent jurisdiction of any petition for reorganization of the Issuer or rearrangement or readjustment of the obligations of the Issuer under the provisions of any bankruptcy law.

The Borrower's failure to pay obligations owing to the Lender will not constitute an Event of Default under the Indenture.

Acceleration

If an Event of Default described in subparagraph (a) or (b) above has occurred and is continuing with respect to a Bond, the Trustee may, and upon the written request of the holders of at least 25% of the Bond Obligation the Trustee will, by notice in writing delivered to the Issuer and the Borrower, declare the principal of all Bonds then outstanding and the interest accrued thereon immediately due and payable without premium, and such principal and interest will thereupon become and be immediately due and payable.

If an Event of Default described in subparagraph (c) or (d) above under “Event of Default” has occurred and is continuing, the Trustee will, upon the written request of the holders of 100% of the Bond Obligation, by notice in writing delivered to the Issuer and the Borrower, declare the principal of all Bonds then outstanding and the interest accrued thereon immediately due and payable without premium, and such principal and interest will thereupon become and be immediately due and payable.

The foregoing provisions of the two immediately preceding paragraphs, however, are subject to the condition that if at any time after the principal of the Bonds will have been so declared due and payable, and before any judgment or decree for the payment of the money due will have been obtained or entered as provided in the Indenture, there will be paid or deposited with the Trustee a sum sufficient to pay all principal of the Bonds matured (or due upon mandatory redemption) prior to such declaration and all matured installments of interest (if any) upon all the Bonds, with interest at the rate borne by the Bonds on such overdue principal and premium, if any, and (to the extent legally enforceable) on such overdue installments of interest (other than in the payment of principal of and interest on the Bonds due and payable solely by reason of such declaration), and the reasonable expenses of the Trustee (which will include the fees of in-house attorneys and officers) will have been made good or cured or adequate provisions will have been made therefor, then and in every case, the holders of at least a majority of the Bond Obligation, by written notice to the Trustee and the Issuer, may direct the Trustee on behalf of the holders of all the Bonds to rescind and annul such declaration and its consequences; but no such rescission and annulment will extend to or will affect any subsequent default, nor will it impair or exhaust any right or power consequent thereon. Nothing in the Indenture will be construed to obligate the Issuer to make a payment or deposit referred to herein from any revenues other than the revenues derived from the Trust Estate.

Remedies

Upon the occurrence of an Event of Default, the Trustee will have the power to proceed with any right or remedy granted by the Constitution and laws of the State, as it may deem best, including any suit, action or special proceeding in equity or at law for the specific performance of any covenant or agreement contained in the Indenture or under the GNMA Security or for the enforcement of any proper legal or equitable remedy as the Trustee will deem most effectual to protect the rights aforesaid, insofar as such may be authorized by law.

No remedy by the terms of the Indenture conferred upon or reserved to the Trustee or to the Bondholders is intended to be exclusive of any other remedy, but each and every such remedy will be cumulative and will be in addition to any other remedy given to the Trustee or to the Bondholders under the Indenture or now or hereafter existing at law or in equity or by statute. No delay or omission to exercise any right or power accruing upon any default or event of default will impair any such right or power or will be construed to be a waiver of any such default or event of default or acquiescence therein, and every such right and power may be exercised from time to time and as often as may be deemed expedient.   No waiver of any default or event of default under the Indenture, whether by the Trustee or by the Bondholders, will extend to or will affect any subsequent default or event of default or will impair any rights or remedies consequent thereto.

Rights of Bondholders

If any Event of Default will have occurred and if requested in writing so to do by the holders of not less than a majority of the Bond Obligation, and if indemnified as provided in the Indenture, the Trustee will be obligated to exercise such one or more of the rights and powers conferred by the Indenture and to proceed to protect its rights and the rights of the Bondholders under applicable law, the GNMA Security, the GNMA Guaranty Agreement, the Financing Agreement and the Indenture, as the Trustee, being advised by counsel, will deem most expedient in the interest of the Bondholders.  Anything in the Indenture to the contrary notwithstanding, but subject to the provisions of the Indenture, the holders of a majority of such Bond Obligation will have the right at any time, by an instrument in writing executed and delivered to the Trustee, to direct the time, method and place of conducting all proceedings to be taken in connection with the enforcement of the terms and conditions of the Indenture, or for the appointment of a receiver or any other proceedings hereunder, in accordance with the provisions of law, the Indenture and the GNMA Security.

Supplemental Indentures Not Requiring Consent of Bondholders

The Issuer and the Trustee may, without the consent of or notice to any of the Bondholders, enter into an indenture or indentures supplemental to the Indenture as will not be inconsistent with the terms and provisions of the Indenture or materially adverse to the interests of the holders of the Bonds, including without limitation for any one or more of the following purposes:

(a)    to cure any ambiguity or to cure or correct any defect or inconsistent provisions contained in the Indenture or to make such provisions in regard to matters or questions arising under the Indenture as may be necessary or desirable and not contrary to or inconsistent with the Indenture or adverse to the Bondholders;

(b)
to change or modify any provision of the Indenture so as to harmonize to the maximum extent practicable to the provisions hereof with existing rules, regulations and procedures of FHA;

(c)    to add to the covenants and agreements of the Issuer in the Indenture other covenants and agreements, or to surrender any right or power reserved or conferred upon the Issuer or amend or supplement any other provision of the Indenture if the foregoing will not, in the judgment of the Trustee, materially adversely affect the interests of the Bondholders, the Trustee being authorized to rely on an opinion of counsel (including counsel to the Issuer) with respect thereto;

(d)
to confirm, as further assurance, any pledge of or lien on the Financing Agreement or the Revenues or of any other moneys, securities or funds subject to the lien of the Indenture;

(e)
to modify any of the provisions of the Indenture relating to the use of a book-entry system for registration of the Bonds;

(f)
to preserve the exclusion of interest on the Bonds from gross income for federal income tax purposes, as set forth in an opinion of Bond Counsel;

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

(h)
to grant to or confer upon the Trustee for the benefit of the Bondholders any additional right, remedies, power or authority that may lawfully be granted to or conferred upon the Bondholders or the Trustee or any of them; or

(i)
to modify, amend or supplement the Indenture or any indenture supplemental thereto in such manner as to permit the qualification thereof under the Trust Indenture Act of 1939 or any similar federal statute hereafter in effect or under any state securities laws.

Supplemental Indentures Requiring Consent of Bondholders

With the consent of the holders of not less than two-thirds of the Bond Obligation, the Issuer and the Trustee may, from time to time, enter into supplemental indentures for the purpose of modifying, altering, amending, adding to or rescinding any of the terms or provisions contained in the Indenture or in any supplemental indenture; provided, however, that nothing contained in the Indenture will permit, or be construed as permitting (a) an extension of the stated maturity of or a reduction in the principal amount of or reduction in the interest rate on, or an extension of time of payment of interest on, or reduction of any premium payable on the redemption of any Bonds, without the consent of the registered owner of such Bonds; or (b) the creation of any lien on all or any portion of the Trust Estate prior to or on a parity with the lien of the Indenture, without the consent of the holders of all of the Bonds; or (c) a reduction in the amount of Bond Obligation, the holders of which are required to approve any such supplemental indenture, without the consent of the holders of all the Bonds at the time Outstanding which would be affected by the action to be taken; or (d) a privilege or priority of any Bond over any other Bonds without the consent of the holders of all Bonds adversely affected thereby; or (e) any action which may result in the loss of the exclusion of interest on the Bonds from federal income taxation; or (f) an amendment of the section of the Indenture relating to disposition of the GNMA Security or the second paragraph of the section of the Indenture relating to acceleration upon and Event of Default under subparagraph (c) or (d) of such section), without in each case the consent of the holders of all the Bonds then Outstanding.

If at any time the Issuer will request the Trustee to enter into any such supplemental indenture for any of the purposes described above, the Trustee will, upon being satisfactorily indemnified with respect to expenses, cause notice of the proposed execution of such supplemental indenture to be mailed, postage prepaid, to all Bondholders. Such notice will briefly set forth the nature of the proposed supplemental indenture and will state that copies thereof are on file at the Trust Office of the Trustee for inspection by all Bondholders. If, within 60 days following the mailing of such notice, the holders of the required portion of Bonds at the time of the execution of any such supplemental indenture will have consented to and approved the execution thereof as herein provided, no holder of any Bond will have any right to object to any of the terms and provisions contained therein, or the operation thereof; or in any manner to question the propriety of the execution thereof; or to enjoin or restrain the Trustee or the Issuer from executing the same or from taking any action pursuant to the provisions thereof.  Upon the execution of any such supplemental indenture as is in this section permitted and provided, the Indenture will be and be deemed to be modified and amended in accordance therewith.

Amendment of Certain Documents

The Issuer and the Trustee may make or consent to any amendment, change or modification of the Financing Agreement or the GNMA Security, for the purpose of curing any ambiguity, or of curing, correcting or supplementing any defective or inconsistent provision contained therein, or in regard to matters or questions arising under said documents, as the Issuer and the Trustee may deem necessary or desirable and not inconsistent with said documents or the Indenture and which will not adversely affect the interests of the holders of the Bonds.

Except for the amendments, changes or modifications as provided in the paragraph immediately above, the Trustee will not consent to or approve any other amendment, change or modification of any of the Financing Documents (other than the Indenture) without notice to and the written approval or consent of the Issuer, the Lender, the Borrower and the registered owners of not less than two-thirds of the Bond Obligation given and procured as provided in the Indenture. If, at any time, either the Borrower or the Issuer will request the consent to or approval of the Trustee to any such proposed amendment, change or modification of any of the Financing Documents (other than the Indenture), the Trustee will, upon being satisfactorily indemnified by the Borrower with respect to expenses, cause notice of such proposed amendment, change or modification to be given in the same manner as provided in the Indenture with respect to supplemental indentures.  Such notice will briefly set forth the nature of such proposed amendment, change or modification and will state that copies of the instrument embodying the same are on file at the principal corporate trust office of the Trustee for inspection by all Bondholders. If, within 60 days or such longer period as will be prescribed by the Trustee following the giving of such notice, the holders of not less than two-thirds of the Bond Obligation at the time of the execution of such proposed amendment will have consented to and approved the execution thereof as provided in the Indenture, subject to the provisions of the second paragraph under the “Supplemental Indentures Requiring Consent of Bondholders,” no holder of any Bond will have any right to object to any of the terms and provisions contained in the Indenture, or the operation of the Indenture, or in any manner to question the propriety of the execution of the Indenture, or to enjoin or restrain the Trustee from agreeing to the execution of the Indenture. Upon the execution of any such amendment as in this section is permitted and provided, the Financing Documents will be and be deemed to be modified and amended in accordance therewith.

Discharge of Indenture

If the Issuer (i) will pay or cause to be paid to the holders of the Bonds the principal, interest and premium, if any, to become due thereon at the times and in the manner stipulated therein and in the Indenture, and will pay or cause to be paid all fees and expenses of the Trustee, and (ii) will keep, perform and observe all and singular the covenants and promises in the Bonds and in the Indenture expressed as to be kept, performed and observed by it or on its part, then these presents and the estate and rights granted by the Indenture will, cease, determine and be void, and thereupon the Trustee will cancel and discharge the lien of the Indenture and execute and deliver to the Issuer such instruments in writing as will be requisite to satisfy the lien of the Indenture, will convey to the Borrower the estate, and will assign and deliver to the Borrower any interest in property at the time subject to the lien of the Indenture which may then be in its possession, except amounts held by the Trustee for the payment of principal of and interest and premium, if any, on the Bonds.

All Outstanding Bonds will, prior to the maturity or redemption date thereof, be deemed to have been paid within the meaning and with the effect expressed in item (i) of the first paragraph of this section if the following conditions will have been fulfilled: (a) there will be on deposit with the Trustee either moneys (which are not subject to Sections 544, 547 or 550 of the United States Bankruptcy Code or any other banking laws of the United States) or direct noncallable obligations of the United States of America (which are purchased with moneys which are not subject to Sections 544, 547 or 550 of the United States Bankruptcy Code or any other banking laws of the United States) in an amount sufficient to pay when due the principal or redemption price, if applicable, and interest due and to become due on the Bonds on and prior to the redemption date or maturity date thereof; as the case may be; (b)if any of the Bonds are to be redeemed on any date prior to their maturity, the Issuer will have given to the Trustee, in form satisfactory to it irrevocable instructions to mail, as provided in the Indenture, notice of redemption of such Bonds on such date; (c) the Issuer will have given the Trustee irrevocable instructions to mail, as soon as practicable, in the manner prescribed by the Indenture, a notice to the holders of such Bonds that the deposit required by this paragraph has been made with the Trustee and that the Bonds are deemed to have been paid in accordance with this section and stating the redemption date upon which moneys are to be available for the payment of the principal or redemption price, if applicable, on said Bonds; and (d) the Trustee will have received the opinion required by the paragraph immediately below.

No deposit under this section will be made or accepted and no use made of any such deposit unless the Trustee will have received an opinion of Bond Counsel to the effect that such deposit and use would not adversely affect the exclusion of interest on the Bonds from gross income for federal income tax purposes.

The Trustee

The Trustee pursuant to the Indenture accepts the trusts and obligations imposed upon it by the Indenture and agrees to perform such trusts and obligations, but only upon and subject to the express terms and conditions contained in the Indenture.

If the Trustee resigns or is removed, or dissolved, or is in course of dissolution or liquidation, or otherwise becomes incapable of acting under the Indenture, or if it is taken under the control of any public officer or officers, or of a receiver appointed by a court, a successor may be appointed by the Issuer (with the concurrence of the Borrower) or, if any Event of Default will occur and is continuing under the Indenture, by the holders of a majority of the Bond Obligation by an instrument or concurrent instruments in writing signed by such holders, or by their duly authorized attorneys.

Every such trustee appointed pursuant to the provisions of the Indenture as described in the paragraph immediately above will be a trust company or bank organized under the laws of the United States of America or any state thereof and which is in good standing, within or outside the State of California, having a reported combined capital and surplus of not less than $50,000,000 and at least $50,000,000, in trust assets under management if there be such an institution willing, qualified and able to accept the trust upon reasonable or customary terms.

The Trustee will furnish, to any Bondholder who requests copies of and furnishes an address to which reports and statements are to be sent, at the sole cost and expense of such Bondholder, to the Rating Agency and the Underwriter, copies of (a) any reports furnished to the Trustee with regard to the Project, (including, but not limited to, the most recent annual financial and management audit with respect to the Project, (b) annual statements of the trustee with regard to fund balances and (c) additional information including outstanding balances by maturity, redemption history, including redemption dates, amounts, sources of funds, distribution of redemptions by maturities and current status of insurance coverages required under the Financing Agreement; provided that if more than one copy is requested, the Trustee may require reimbursement of its expenses (including, without limitation, photocopying and delivery charges) in advance from the Bondholder. The Trustee will notify the Rating Agency if (a) the GNMA Security is sold, (b) the Bonds are defeased in accordance with the Indenture, and (c) the Indenture or any Financing Document is amended in accordance with the Indenture. The Trustee will also furnish to the Rating Agency or any other rating agency rating the Bonds such information as is reasonably requested in order to maintain the rating on the Bonds.
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The following is a summary, which does not purport to be complete, comprehensive or definitive, of certain provisions of the Financing Agreement, which is qualified in its entirety by reference to the Financing Agreement.

General Terms of the Financing

(a)
In order to provide a portion of the funds necessary to acquire the Project, the Issuer will issue, sell and deliver the Bonds in accordance with the Bond Purchase Agreement and upon the terms and subject to the conditions contained in the Financing Agreement and the Indenture, and will cause the Underwriter to deliver the proceeds thereof to the Trustee.

(b)
The Lender anticipates that it will deliver the GNMA Security to the Trustee by no later than March 31, 2003.

(c)    The Borrower unconditionally promises (i) to repay the principal of the Mortgage Loan with interest thereon as provided in the Mortgage Note, and (ii) to comply with the provisions of the Financing Agreement, and the FHA Loan Documents as provided therein, provided that such promise is subject to the provisions of the Financing Agreement.

(d)
The Lender agrees to make all payments on the GNMA Security when due and to meet all its obligations under the GNMA Mortgage-Backed Securities Guide and the GNMA Guaranty Agreement.

Delivery of the GNMA Security

The Borrower (to the extent of its obligations, if any) and the Lender agree to use their best efforts to deliver to the Trustee the GNMA Security on or before March 31, 2003 (which is fifteen days prior to the date on which Bonds are to be redeemed pursuant to the Indenture (or such later date as such date may be extended pursuant to the Indenture) from moneys in the Project Fund in the event the conditions for disbursing the amounts held under the Indenture for the purpose of acquiring the GNMA Security are not satisfied by that date). Neither the Borrower nor the Lender has any reason to believe that the GNMA Security will not be delivered to the Trustee on or before such date.

Sufficiency of Funds

The Issuer does not make any warranty, either expressed or implied, that the moneys deposited in the Project  Fund under the Indenture and available for payment of the costs of acquiring the GNMA Security will be sufficient to pay all the costs thereof. The Borrower agrees that if the Borrower should pay any costs relating to the acquisition of the GNMA Security other than from the Bond proceeds, the Borrower will not be entitled to any reimbursement therefor from the Lender, the Issuer, the Trustee or the Bondholders. In the event that amounts on deposit in the Project Fund are not sufficient to purchase the GNMA Certificate and upon notice from the Trustee to the Borrower of such shortfall, the Borrower covenants to contribute such amounts in immediately available funds to alleviate such shortfall.

Failure to Deliver the GNMA Security

Any provisions in any other documents to the contrary notwithstanding, in the event the GNMA Security is not delivered to the Trustee by March 31, 2003 (as such date may be extended pursuant to the Indenture), the remaining funds held under the Indenture will be used to redeem the Bonds in accordance with the provisions of the Indenture, and neither the Borrower nor the Lender will be entitled to any use of such funds.

Extension of GNMA Security Delivery Date

The Borrower will, at its option, deposit with the Lender for deposit by the Lender with the Trustee an amount equal to the amount required to be deposited with the Trustee for the credit of the Bond Fund pursuant to the Indenture in the event it is necessary to extend the date of acquisition of the GNMA Security.

Operation of the Project

The Borrower will operate or cause the Project to be operated as a housing project pursuant to Section 207 of the National Housing Act and in accordance with the requirements of the Code and the Act.

Absolute and Unconditional Obligation; Limited Recourse

The obligations of the Borrower under the Financing Agreement will be absolute and unconditional and will remain in full force and effect until (i) the entire principal of and premium, if any, and interest on the Bonds and all amounts payable by the Borrower to the Issuer or the Trustee under the Financing Documents will have been paid or provided for, or (ii) the Mortgage Note will have been paid in full, and such obligations will not be affected, modified or impaired upon the happening from time to time of any event, including without limitation any of the following, whether or not with notice to, or the consent of, the Borrower:

(a)
the compromise, settlement, release or termination of any or all of the obligations, covenants or agreements of the Issuer under the Indenture;

(b)
the failure to give notice to the Borrower of the occurrence of an event of default under the terms and provisions of the Financing Agreement, the FHA Regulatory Agreement, the Indenture, the Mortgage Note or the Mortgage;

(c)
the waiver of the payment, performance or observance by the Issuer or the Borrower of any of the obligations, covenants or agreements of them contained in the Indenture, the Mortgage Note, the Mortgage, the FHA Regulatory Agreement or the Financing Agreement.

(d)
the extension of the time for payment of any principal of, premium, if any, or interest on any Bond or under the Financing Agreement, or of the time for performance of any other obligations, covenants or agreements under or arising out of the Indenture, the Mortgage Note, the Mortgage, the FHA Regulatory Agreement or the Financing Agreement;

(e)
the modification or amendment (whether material or otherwise) of any obligation, covenant or agreement set forth in the Indenture, the Mortgage Note, the Mortgage or the FHA Regulatory Agreement;

(f)
the taking or the omission of any of the actions referred to in the Indenture, the Mortgage Note, the Mortgage or the FHA Regulatory Agreement or any actions under the Financing Agreement;

(g)
any failure, omission, delay or lack on the part of Issuer or the Trustee to enforce, assert or exercise any right, power or remedy conferred on the Issuer or the Trustee in the Financing Agreement or any document relating to the Bonds or the Indenture, or any act or acts on the part of the Issuer, the Trustee or any of the holders from time to time of the Bonds;

(h)
the voluntary or involuntary liquidation, dissolution, sale or other disposition of all or substantially all the assets, marshaling of assets and liabilities, receivership, insolvency, bankruptcy, assignment for the benefit of creditors, reorganization, arrangement, composition with creditors or readjustment of; or other similar proceedings affecting, the Borrower or the Issuer or any of the assets of either of them, or any allegation or contest of the validity of the Financing Agreement in any such proceeding;

(i)
to the extent permitted by law, the release or discharge of the Borrower from the performance or observance of any obligation, covenant or agreement contained in the Financing Agreement by operation of law (other than the release or discharge from payment on the Mortgage Note); or

(j) the default or failure of the Borrower fully to perform any of its obligations set forth in the Financing Agreement.

The specific enumeration of the above-mentioned acts, failures or omissions will not be deemed to exclude any other acts, failures or omissions, though not specifically mentioned above, it being the purpose and intent of this paragraph that the obligations of the Borrower will be absolute and unconditioned to the extent herein specified and will not be discharged, impaired or varied except by the happening of any of the events specified in the first paragraph of this section. Without limiting any of the other terms or provisions of the Financing Agreement, it is understood and agreed that, in order to hold the Borrower liable under the Financing Agreement, there will be no obligation on the part of the Trustee or any Bondholder to resort in any manner or form for payment to the Issuer or to any other person, firm or occupation, their properties or estates.

Notwithstanding the foregoing or any other provision or obligation to the contrary contained in the Financing Agreement but subject to the provisions of the last paragraph under this caption, (i) the liability of the Borrower under the Financing Agreement and any other document relating to the Bonds to any person or entity, including, but not limited to, the Trustee or the Issuer and their successors and assigns, is limited to the Borrower's interest in the Project and the amounts held in the funds and accounts created under the Indenture or other documents relating to the Bonds or any rights of the Borrower under any guarantees relating to the Project, and such persons and entities will look exclusively thereto, or to such other security as may from time to time be given for the payment of obligations arising out of the Financing Agreement or any other agreement securing the obligations of the Borrower under the Financing Agreement; and (ii) from and after the date of the Financing Agreement, no deficiency or other personal judgment, nor any order or decree of specific performance (other than pertaining to the Financing Agreement, any agreement pertaining to the Project or any other agreement securing the Borrower's obligations under the Financing Agreement), will be rendered against the Borrower, the assets of the Borrower (other than the Borrower's interest in the Project, the Financing Agreement, amounts held in the funds and accounts created under the documents relating to the Bonds, any rights of the Borrower under the documents relating to the Bonds or any rights of the Borrower under any guarantees relating to the Project), its partners, officers, directors or members or their heirs, personal representatives, successors, transferees or assigns, as the case may be, in any action or proceeding arising out of the Financing Agreement and the Indenture or any agreement securing the obligations of the Borrower under the Financing Agreement, or any judgment order or decree rendered pursuant to any such action or proceeding.

Nothing contained in the Financing Agreement or elsewhere will in any way be construed to limit any reimbursement obligation or indemnification provided by the Borrower to the Issuer, the Trustee or any other person pursuant to the Financing Agreement or any other agreement to which the Borrower is a party, it being agreed that all such reimbursement obligation and indemnification is with full recourse to the Borrower and all of its assets.

Assignment

No assignment or transfer of title to the Project will be made unless (1) the Lender and HUD consent to such assignment or transfer, as long as the Mortgage Loan is held by the Lender and insured by FHA, and (2) the transferee or assignee, as the case may be, assumes all of the duties of the Borrower under the Financing Agreement and the FHA Loan Documents, subject to the provisions of such documents. Upon the assumption of the duties of the Borrower by an assignee as provided in the Financing Agreement, the Borrower will be released from all executory obligations so assumed. Nothing contained in the Financing Agreement will be construed to supersede any provisions regarding assignment and transfer of the Project contained in the FHA Loan Documents.

Continuing Disclosure

The Borrower covenants and agrees that it will comply with and carry out all of the provisions of the Continuing Disclosure Agreement. Notwithstanding any other provision of the Financing Agreement, failure of the Borrower to comply with the Continuing Disclosure Agreement will not be considered an event of default under the Financing Agreement; however, the Trustee may and, at the request of the Underwriter or the Holders of at least 25% aggregate principal amount in Outstanding Bonds, shall or any Bondholder or Beneficial Owner may take such actions as may be necessary and appropriate, including seeking specific performance by court order, to cause the Borrower to comply with the above-described obligations. For the above-described purposes, “Beneficial Owner” means any person which has or shares the power, directly or indirectly, to make investment decisions concerning ownership of any Bonds (including persons holding Bonds through nominees, depositories or other intermediaries).

Tax Covenants

The Issuer, the Lender and the Borrower have entered into the Financing Agreement with the intention that the interest on the Bonds be and remain excluded from gross income under the Code. Accordingly, for the benefit of the Issuer, the Trustee and each Bondholder, the Borrower covenants that, subject to FHA Regulations and the FHA Loan Documents, it will not (a) take any action, (b) fail to take any action, or (c) make any use of the Project or the proceeds of the Bonds, which would cause the interest on any of the Bonds to be or become includable in the gross income of the Bondholders for federal income tax purposes. Without limiting the generality of the foregoing, the Borrower confirms each of its representations set forth in, and covenants and agrees that it will comply with each of the provisions of the Tax Certificate.

The Borrower recognizes that certain of the facts, estimates and circumstances required to be set forth in the Tax Certificate and the other instruments of the Issuer, including Form 8038, will be based upon the representations of the Borrower. The Borrower covenants to provide, or cause to be provided, such facts, estimates and circumstances as are necessary to enable the Issuer to execute and deliver the Tax Certificate and such other instruments. The Borrower further covenants that (a) such facts, estimates and circumstances will be based on the Borrower's reasonable expectations on the Closing Date and will be, to the best of the knowledge of the representative of the Borrower furnishing such facts, estimates and circumstances, true, correct and complete as of that date, and (b) the Borrower will make reasonable inquiries to insure such truth, correctness and completeness.

The Borrower and the Lender recognize that (a) the Trustee will hold and invest the proceeds of the Bonds within its control in accordance with the instructions of the Issuer and the Borrower set forth in the Tax Certificate;  (b)if the Issuer is of the opinion, upon receipt of written advice of Bond Counsel, that it is necessary to further restrict or limit the yield on the investment of any proceeds of the Bonds in order to avoid the Bonds being considered “arbitrage bonds” within the meaning of Section 148 of the Code, the Issuer will deliver to the Trustee a written certificate to such effect (along with appropriate written instructions and a copy of the written advice of Bond Counsel), in which event the Trustee is required to promptly deliver a copy of all such material to the Borrower and take such action as is necessary to restrict or limit the yield on such investment in accordance with such certificate and instructions. The parties to the Financing Agreement recognize that the Issuer will incur no liability in connection with any certificate or instructions delivered by the Issuer to the Trustee as contemplated in the Financing Agreement.

The obligations of the Borrower under this section will survive the termination of the Financing Agreement and the payment and performance of the other obligations of the Borrower hereunder and under the FHA Loan Documents.

Events of Default; Remedies

Upon receipt by a Responsible Officer of the Trustee of notice of a violation by the Borrower of, or default by the Borrower under any of the provisions of the Financing Agreement or the FHA Loan Documents, the Trustee will give written notice thereof to the Borrower by certified mail, postage prepaid, return-receipt requested. If a violation or default by the Borrower of any of the provisions of the Financing Agreement is not corrected to the reasonable satisfaction of the Trustee within 30 days after the date such notice is mailed or, if the violation or default (other than a payment default) cannot be corrected within such period, within such longer period as may be necessary, in the reasonable opinion of the Trustee, to correct such violation, provided that the Borrower has commenced and is diligently pursuing appropriate action to correct such violation and there will be no material adverse effect on the rights of the Issuer, the Trustee, the Lender or the Bondholders under the Financing Agreement, any of the FHA Loan Documents or the Indenture as a result of such extension, without further notice the Trustee may declare a default under the Financing Agreement effective on the date of such declaration of default, and upon such default the Issuer, the Lender or the Trustee may apply to any state or federal court having jurisdiction (i) for specific performance of the Financing Agreement or for an injunction against any violation of the Financing Agreement, since the injury to the Issuer and the Lender arising from a default under any of the terms of the Financing Agreement would be irreparable, and the amount of damage would be difficult to ascertain, or (ii) for other relief in law or equity which may be appropriate. A default under the Financing Agreement will not constitute an Event of Default under the Indenture, the FHA Loan Documents or the documents relating to the GNMA Security. Except as provided in the Financing Agreement, nothing included herein will permit the Issuer to recover actual monetary damages from the Borrower upon the occurrence of an Event of Default under the Financing Agreement.
Option to Prepay Loan

The Borrower will have and is granted the option to prepay the Mortgage Loan in full or in part prior to the payment and discharge of all the outstanding Bonds, but only in accordance with the provisions of the Financing Agreement, the Mortgage Note and the Indenture.  The Mortgage Note cannot be prepaid until 2013 at a 5% prepayment penalty.

The Lender will within 24 hours notify the Trustee by telephone of the receipt of any notice of prepayment by the Borrower and of the receipt of any prepayment or prepayment penalties paid by the Borrower pursuant to the terms of the Mortgage Note and will promptly confirm any such notice or receipt in writing. The written notice will state the date such prepayment will be passed through to the GNMA Security holder, which date will be not later than the 15th day of the month following the month in which such prepayment occurs and will state the effect such prepayment (if a partial prepayment) would have on the remaining scheduled payments on the GNMA Security. The Lender will transfer to the Trustee, in accordance with the provisions of the Mortgage Note, the portion of any prepayment penalties paid by the Borrower pursuant to the Mortgage Note which are attributable to the GNMA Security. If such prepayment is not made by the time required therefor by the terms of the Mortgage Note, any prepayment premiums previously received by the Lender will be returned to the Borrower by the person holding such prepayment.

FHA Loan Documents and Regulation Control

To the extent that there is any inconsistency or ambiguity between or among the Financing Agreement or the Indenture, including without limitation, the tax covenants of the Borrower in the Financing Agreement, the Indenture and any of the FHA Loan Documents, the GNMA requirements, the National Housing Act and the regulations under such Acts, the FHA Loan Documents, the GNMA requirements, the National Housing Act and the regulations under such Acts, will be deemed to be controlling and any such ambiguity or inconsistency will be resolved in favor of, and pursuant to the terms of, the FHA Loan Documents, the National Housing Act and the regulations under such Acts, as applicable.
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February 26, 2003

Housing Authority of the County of 

  San Bernardino

1053 North “D” Street

San Bernardino, California 92410

$1,890,000

Housing Authority of the County of San Bernardino

Multifamily Mortgage Revenue Bonds

(GNMA Collateralized – Santiago Hillside Estates Mobilehome Park)

Series 2003A

Ladies and Gentlemen:


We have acted as bond counsel in connection with the issuance by the Housing Authority of the County of San Bernardino (the “Issuer”) of Multifamily Mortgage Revenue Bonds  (GNMA Collateralized – Santiago Hillside Estates Mobilehome Park) Series 2003A (the “Bonds”) in the aggregate principal amount of $1,890,000 (the “Bonds”).  The Bonds are issued pursuant to the provisions of Chapter 1 of Part 2 of Division 24 of the Health & Safety Code (the “Act”), specifically Section 34350 thereof, and the Trust Indenture, dated as of February 1, 2003 (the “Indenture”), by and between the Issuer and U.S. Bank National Association, as trustee (the “Trustee”).  Capitalized terms not otherwise defined herein shall have the meanings ascribed thereto in the Indenture.


In such connection, we have reviewed the Indenture; the Financing Agreement; the Tax Certificate; opinions of counsel to the Trustee and the Borrower; certificates of the Issuer, the Trustee, the Borrower and others; and such other documents, opinions and matters to the extent we deemed necessary to render the opinions set forth herein.


We have relied on the opinion of counsel to the Borrower, regarding, among other matters, the current qualification of the Borrower as an organization described in Section 501(c)(3) of the Internal Revenue Code of 1986 (the “Code”).   Failure of the Borrower to be organized and operated in accordance with the Internal Revenue Service’s requirements for the maintenance of its status as an organization described in Section 501(c)(3) of the Code may result in interest on the Bonds being included in gross income for federal income tax purposes, possibly from the date of issuance of the Bonds.


Certain agreements, requirements and procedures contained or referred to in the Indenture, the Financing Agreement, the Tax Certificate and other relevant documents may be changed and certain actions (including, without limitation, defeasance of Bonds) may be taken or omitted under the circumstances and subject to the terms and conditions set forth in such documents.  No opinion is expressed herein as to any Bond or the interest thereon if any such change occurs or action is taken or omitted upon the advice or approval of counsel other than ourselves.


The opinions expressed herein are based on an analysis of existing laws, regulations, rulings and court decisions and cover certain matters not directly addressed by such authorities.  Such opinions may be affected by actions taken or omitted or events occurring after the date hereof.  We have not undertaken to determine, or to inform any person, whether any such actions are taken or omitted or events do occur or any other matters come to our attention after the date hereof.  Our engagement with respect to the Bonds has concluded with their issuance, and we disclaim any obligation to update this letter.


We have assumed the genuineness of all documents and signatures presented to us (whether as originals or as copies) and the due and legal execution and delivery thereof by, and validity against, any parties other than the Issuer.  We have assumed, without undertaking to verify, the accuracy of the factual matters represented, warranted or certified in the documents, and of the legal conclusions contained in the opinions, referred to in the second and third paragraphs hereof.  Furthermore, we have assumed compliance with all covenants and agreements contained in the Indenture, the Financing Agreement and the Tax Certificate, including (without limitation) covenants and agreements compliance with which is necessary to assure that future actions, omissions or events will not cause interest on the Bonds to be included in gross income for federal income tax purposes.


We call attention to the fact that the rights and obligations under the Bonds, the Indenture, the Financing Agreement and the Tax Certificate and their enforceability may be subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance, moratorium and other laws relating to or affecting creditors’ rights, to the application of equitable principles and to the exercise of judicial discretion in appropriate cases and to the limitations on legal remedies against public entities in the State of California.  We express no opinion with respect to any indemnification, contribution, penalty, choice of law, choice of forum or waiver provisions contained in the foregoing documents.  Finally, we undertake no responsibility for the accuracy, completeness or fairness of the Official Statement or other offering material relating to the Bonds and express no opinion with respect thereto.


Based upon and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of the following opinions:

1.
The Bonds constitute the valid and binding limited obligations of the Issuer.

2.
The Indenture has been duly executed and delivered by, and constitutes the valid and binding obligation of, the Issuer.  The Indenture creates a valid pledge of the Trust Estate (except the Rebate Fund) to secure the payment of the principal of and interest on the Bonds, subject to the provisions of the Indenture set forth therein.

The Financing Agreement has been duly executed and delivered by, and constitutes a valid and binding agreement of the Issuer.

The Bonds are not a lien or charge upon the funds or property of the Issuer except to the extent of the aforementioned pledge.  Neither the faith and credit nor the taxing power of the State of California or of any political subdivision thereof is pledged to the payment of the principal of or interest on the Bonds.  The Bonds are not a debt of the State of California, and said State is not liable for the payment thereof.  Interest on the Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986, except that no opinion is expressed as to the exclusion from gross income of interest on any Bond for any period during which such Bond is held by a person who, within the meaning of Section 147(a) of the Internal Revenue Code of 1986, is a “substantial user” of the facilities with respect to which the proceeds of the Bonds were used or is a “related person.”  However, we observe that interest on the Bonds is not a specific preference item for purposes of the federal individual and corporate alternative minimum taxes.  Interest on the Bonds is exempt from State of California personal income taxes.  We express no opinion regarding any other tax consequences related to the ownership or disposition of, or the accrual or receipt of interest on, the Bonds.

Very truly yours,

LEWIS BRISBOIS BISGAARD & SMITH LLP
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APPENDIX D

CONTINUING DISCLOSURE AGREEMENT

$1,890,000

Housing Authority of the County of San Bernardino

Multifamily Mortgage Revenue Bonds

(GNMA Collateralized –Santiago Hillside Estates Mobilehome Park)

Series 2003A
This Continuing Disclosure Agreement (the "Disclosure Agreement"), dated as of February 1, 2003, is executed and delivered by The Friendly Village Mobilehome Park Corporation, a California nonprofit corporation (the "Borrower"), U.S. Bank National Association, in its capacity as trustee (in such capacity, the "Trustee") and U.S. Bank National Association, as dissemination agent (in such capacity, the "Dissemination Agent"), in connection with the issuance and sale by Housing Authority of the County of San Bernardino (the "Issuer") of the captioned bonds (the "Bonds"). The Bonds are being issued pursuant to a Trust Indenture dated as of February 1, 2003 (the "Indenture"), between the Issuer and the Trustee. The proceeds of the Bonds are being loaned by the Issuer to the Borrower pursuant to a Financing Agreement, dated as of February 1, 2003, by and among the Issuer, the Borrower and Red Mortgage Capital Inc. (the "Financing Agreement").

SECTION 1.
Purpose of the Disclosure Agreement.  This Disclosure Agreement is being executed and delivered by the Borrower, the Trustee and the Dissemination Agent for the benefit of the holders of the Bonds and in order to assist the Participating Underwriter (as defined below) in complying with the Rule (defined below).  The Borrower and the Dissemination Agent acknowledge that the Issuer has undertaken no responsibility with respect to any reports, notices or disclosures provided or required under this Disclosure Agreement, and has no liability to any person, including any Holder of the Bonds, with respect to any such reports, notices or disclosures.

SECTION 2.
Definitions. In addition to the definitions set forth in the Indenture, which apply to any capitalized term used in this Disclosure Agreement unless otherwise defined herein or in this Section, the following capitalized terms shall have the following meanings:

"Annual Report" means any Annual Report provided by the Borrower pursuant to, and as described in, Sections 3 and 4 of this Disclosure Agreement.

"Beneficial Owner" shall mean any person which (a) has the power, directly or indirectly, to vote or consent with respect to, or to dispose of ownership of, any Bonds (including persons holding Bonds through nominees, depositories or other intermediaries) or (b) is treated as the owner of any Bonds for federal income tax purposes.

"Disclosure Representative" means the president of the Borrower or his or her designee, or such other person as the Borrower shall designate in writing to the Dissemination Agent from time to time.

"Dissemination Agent" means U.S. Bank National Association, acting in its capacity as Dissemination Agent hereunder, or any successor Dissemination Agent designated in writing by the Borrower and which has filed with the Trustee a written acceptance of such designation.

"Listed Events" means any of the events listed in Section 5(a) of this Disclosure Agreement.

"National Repository" means any Nationally Recognized Municipal Securities Information Repository for purposes of the Rule.  Currently, the following are National Repositories:

1.
DPCData Inc.



One Executive Drive



Fort Lee, New Jersey 07024




(201) 346-0701 (phone)




(201) 947-0107 (fax)

2.
Interactive Data




Attn:
Repository 




100 Williams Street 




New York, New York 10038 




(212) 771-6899 (phone) 




(212) 797-7390 (fax)


3.
Bloomberg Municipal Repositories 



P.O. Box 840



Princeton, New Jersey 08542-0840 



(609) 279-3200 (phone) 



(609) 279-5962 (fax)

4.
Standard & Poor's J.J. Kenny Repository



55 Water Street



45th Floor



New York, New York 10041 



(212) 4384595 (phone) 



(212) 438-3975 (fax)

"Participating Underwriter" means Kinsell Newcomb & De Dios, Inc., and its successors and assigns.

"Repository" means each National Repository and each State Repository.

"Rule" means Rule 15c2-12(b)(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" means any public or private repository or entity designated by the State of California as a state repository for the purpose of the Rule. As of the date of this Disclosure Agreement, there is no State Repository.

"Tax-exempt" means that interest on the Bonds is excludable from gross income for federal income tax purposes, whether or not such interest is includable as an item of tax preference or otherwise includable directly or indirectly for purposes of calculating any other tax liability, including any alternative minimum tax or environmental tax.

SECTION 3.
Provision of Annual Reports.

(a)   The Borrower shall, or shall cause the Dissemination Agent to, not later than December 31 of each year, commencing in 2003, provide to each Repository an Annual Report which is consistent with the requirements of Section 4 of this Disclosure Agreement. If the Borrower is to provide such Annual Report to each Repository, the Borrower shall concurrently provide a copy of such Annual Report to the Dissemination Agent together with the written certification of compliance specified below. If the Dissemination Agent is to provide such Annual Report to each Repository, not later than 15 Business Days prior to said date, the Borrower shall provide the Annual Report to the Dissemination Agent and the Trustee (if the Trustee is not the Dissemination Agent). The Borrower shall provide a written certification with the Annual Report furnished to the Dissemination Agent to the effect that such Annual Report constitutes the Annual Report required to be furnished by the Borrower hereunder. The Dissemination Agent may conclusively rely upon such certification of the Borrower. In each case, 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 Disclosure Agreement; provided that the audited financial statements of the Borrower may be submitted separately from the balance of the Annual Report.  The Dissemination Agent's obligation to deliver the information at the times and with the contents described above shall be limited to the extent the Borrower has provided such information to the Dissemination Agent as required hereby. The Dissemination Agent shall have no duty or liability to determine whether the Borrower has complied with Section 4 of this Disclosure Agreement, and shall be indemnified by the Borrower in connection with the Dissemination Agent's obligations hereunder. The Dissemination Agent shall have no duty to review the Annual Report.

(b)   If by fifteen (15) Business Days prior to the date specified in subsection (a) for providing the Annual Report to the Repositories, the Dissemination Agent has not received a copy of the Annual Report, the Dissemination Agent shall contact the Borrower in writing to inquire if the Borrower is in compliance with subsection (a).

(c)   If the Borrower does not provide a written certification to the Dissemination Agent to the effect that an Annual Report has been provided to the Repositories by the date required in subsection (a), the Dissemination Agent shall send a notice to each Repository in substantially the form attached as Exhibit A.

(d)
The Dissemination Agent shall:

(i)
determine each year prior to the date for providing the Annual Report the name and address of each National Repository and each State Repository, if any (insofar as determinations regarding the National Repositories and any State Repository are concerned, the Dissemination Agent may conclusively rely on the list of National Repositories maintained by the United States Securities and Exchange Commission); and

(ii)
to the extent the Borrower or the Issuer has provided the Annual Report to the Dissemination Agent, file a report with the Borrower and listing all the Repositories to which it was provided and the date it was provided to such Repositories.

SECTION 4.
Content of Annual Reports. The Borrower's Annual Report shall contain or incorporate by reference the following:

(a)
the audited financial statements of the Borrower for the prior fiscal year ending June 30, prepared in accordance with generally accepted accounting principles as promulgated from time to time by the Financial Accounting Standards Board. If the Borrower's audited financial statements are not available by the time the Annual Report is required to be filed pursuant to Section 3(a) hereof, the audited financial statements shall be filed in the same manner as the Annual Report as soon as they become available.

(b)
data relating to occupancy and occupancy rates.

Any or all of the items listed above may be incorporated by reference from other documents, including official statements of debt issues with respect to which the Borrower is an "obligated person" (as defined by the Rule), which have been filed with each of the Repositories or the Securities and Exchange Commission. If the document incorporated by reference is a final official statement, it must be available from the Municipal Securities Rulemaking Board. The Borrower will clearly identify each such other document so incorporated by reference.

SECTION 5.
Reporting of Significant Events.

(a)
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 Bonds;

2.
Non-payment related defaults on the Bonds;

3.
Unscheduled draws on debt service reserves relating to the Bonds reflecting financial difficulties;

4.
Unscheduled draws on credit enhancements relating to the Bonds 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 Bonds;

7.
Modifications to rights of Bondholders;

8.
Bond redemptions (other than pursuant to mandatory sinking fund redemption);

9.
Defeasance on the Bonds;

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

11.
Rating changes on the Bonds.

(b)
The Trustee, if it is not the Dissemination Agent, shall, within one day of obtaining actual knowledge of the occurrence of any of the Listed Events (except events listed in clauses (a)(l), (8) or (9) in which case the Trustee shall notify the Dissemination Agent (if the Trustee is not the Dissemination Agent) and the Borrower), and with no obligation to determine the materiality thereof, contact the Disclosure Representative, inform such person of the event, and request that the Borrower promptly notify the Dissemination Agent in writing whether or not to report the event pursuant to subsection (f) of this Section 5. It is agreed and understood that the duty to make the disclosures herein is that of the Borrower and not that of the Trustee or the Dissemination Agent. It is agreed and understood that the Trustee has agreed to give the foregoing notice to the Borrower as an accommodation to assist it in monitoring the occurrence of such event, but is under no obligation to investigate whether any of such event has occurred; provided that the Trustee's failure to so inform the Borrower shall not relieve the Borrower of its obligations under this Section 5.  For purposes of this Disclosure Agreement, "actual knowledge" of such Listed Events shall mean knowledge by an officer of the Trustee at its principal corporate trust office with responsibility for matters related to the administration of the Indenture.

(c)
Whenever the Borrower obtains knowledge of the occurrence of a Listed Event, because of a notice from the Trustee pursuant to subsection (b) or otherwise, the Borrower shall within five business days determine if such event would constitute material information, within the meaning of such term under federal securities laws, for Holders of Bonds, provided, that any event under subsection (a)(11) will always be deemed to be material.

(d)
If the Borrower has determined that knowledge of the occurrence of a Listed Event would be material under federal securities law, the Borrower shall promptly notify the Dissemination Agent in writing. Such notice shall instruct the Dissemination Agent to report the occurrence pursuant to subsection (f).  Such notice shall be accompanied with the text of the disclosure that the Borrower desires to make, the written authorization of the Borrower for the Dissemination Agent to disseminate such information as provided herein, and the date the Borrower desires for the Dissemination Agent to disseminate the information.

(e)
If in response to a request under subsection (b), the Borrower determines that the Listed Event would not be material under federal securities law, the Borrower shall so notify the Dissemination Agent in writing and instruct the Dissemination Agent in writing not to report the occurrence pursuant to subsection (f).

(f)   If the Dissemination Agent has been instructed by the Borrower as prescribed in subsection (d) of this Section 5 to report the occurrence of a Listed Event, the Dissemination Agent shall file a notice of such occurrence with each Repository with a copy to the Borrower. Notwithstanding the foregoing:

(i)
notice of the occurrence of a Listed Event described in subsections (a)(1), (8) or (9) shall be given by the Dissemination Agent unless the Borrower gives the Dissemination Agent affirmative instructions not to disclose such occurrence; and

(ii)
notice of Listed Events described in subsections (a)(8) and (9) shall not be given under this subsection any earlier than the notice (if any) of the underlying event is given to the Holders of affected Bonds pursuant to the Indenture.

SECTION 6.
Termination of Reporting Obligation. The obligations of the Borrower, the Dissemination Agent and the Trustee under this Disclosure Agreement shall terminate upon the legal defeasance, prior redemption or payment in full of all of the Bonds or upon delivery to the Dissemination Agent and the Trustee of an opinion of nationally recognized bond counsel to the effect that continuing disclosure is no longer required.  If the Borrower's obligations under the Financing Agreement are assumed in full by some other entity, such person shall be responsible for compliance with this Disclosure Agreement in the same manner as if it were the Borrower, and, subject to written notice to and consent by the Dissemination Agent, the original Borrower shall have no further responsibility hereunder.

SECTION 7.
Dissemination Agent. The Borrower may, from time to time, appoint or engage a Dissemination Agent to assist it in carrying out its obligations under this Disclosure Agreement, and may discharge any such Dissemination Agent, with or without appointing a successor Dissemination Agent, and in each case, shall give the Trustee (if not the Dissemination Agent) prior written notice thereof.  The Dissemination Agent may resign at any time by providing thirty days' prior written notice to the Borrower and the Trustee (if the Trustee is not the Dissemination Agent). If at any time there is not any other designated Dissemination Agent, the Dissemination Agent shall be the Trustee.

SECTION 8.
Amendment; Waiver.  Notwithstanding any other provision of this Disclosure Agreement, the Borrower, the Trustee and the Dissemination Agent may amend this Disclosure Agreement and any provision of this Disclosure Agreement may be waived, if such amendment or waiver is supported by an opinion of counsel expert in federal securities laws acceptable to both the Borrower and the Dissemination Agent to the effect that such amendment or waiver does not materially impair the interests of holders of the Bonds and would not, in and of itself, cause the undertakings herein to violate the Rule if such amendment or waiver had been effective on the date hereof but taking into account any subsequent change in or official interpretation of the Rule; provided neither the Trustee, the Borrower or the Dissemination Agent shall be obligated to agree to any amendment modifying their respective duties or obligations without their consent thereto.

SECTION 9.
Additional Information. Nothing in this Disclosure Agreement shall be deemed to prevent the Borrower from disseminating any other information, using the means of dissemination set forth in this Disclosure Agreement or any other means of communication, or including any other information in any Annual Report or notice of occurrence of a Listed Event, in addition to that which is required by this Disclosure Agreement. If the Borrower chooses to include any information in any Annual Report or notice of occurrence of a Listed Event, in addition to that which is specifically required by this Disclosure Agreement, the Borrower shall have no obligation under this Disclosure Agreement to update such information or include it in any future Annual Report or notice of occurrence of a Listed Event.

SECTION 10.
Default. In the event of a failure of the Borrower or the Dissemination Agent to comply with any provision of this Disclosure Agreement, the Trustee may (and at the written direction of any Participating Underwriter or the Holders of at least 25% in aggregate principal amount of Outstanding Bonds, shall) solely to the extent indemnified to its satisfaction (including attorney fees and expenses), or any Bondholders or Beneficial Owner or any Bondholder may take such actions as may be necessary and appropriate, including seeking mandamus or specific performance by court order, to cause the Borrower or the Dissemination Agent, as the case may be, to comply with its obligations under this Disclosure Agreement. A default under this Disclosure Agreement shall not be deemed an Event of Default under the Indenture or the Loan Agreement, and the sole remedy under this Disclosure Agreement in the event of any failure of the Borrower, the Trustee or the Dissemination Agent to comply with this Disclosure Agreement shall be an action to compel performance.

SECTION 11.
Duties, Immunities and Liabilities of Trustee and Dissemination Agent. Article VII of the Indenture is hereby made applicable to this Disclosure Agreement as if this Disclosure Agreement were (solely for this purpose) contained in the Indenture. Neither the Trustee nor the Dissemination Agent shall have any duty with respect to the content of any disclosures or notice made pursuant to the terms hereof. The Dissemination Agent (if other than the Trustee or the Trustee in its capacity as Dissemination Agent) shall have only such duties as are specifically set forth in this Disclosure Agreement, and the Borrower agrees to indemnify and save the Dissemination Agent and the Trustee and their respective officers, directors, employees and agents, harmless against any loss, expense and liabilities which they may incur arising out of or in the exercise or performance of their powers and duties hereunder, including the costs and expenses (including attorneys fees) of defending against any claim of liability, but excluding liabilities due to the Trustee's or Dissemination Agent's gross negligence or willful misconduct. The Dissemination Agent shall have no duty or obligation to review or verify any information provided to it by the Borrower or to determine the materiality of a Listed Event and shall not be deemed to be acting in any fiduciary capacity for the Borrower, Bondowners or any other party. The Dissemination Agent shall have no responsibility for the Borrower's failure to report to the Dissemination Agent a Listed Event. The obligations of the Borrower under this Section shall survive resignation or removal of the Dissemination Agent or Trustee and payment of the Bonds.

The Trustee and the Dissemination Agency may, from time to time, consult with legal counsel (either in-house or external) of its own choosing in the event of any disagreement or controversy, or question or doubt as to the construction of any of the provisions hereof or their respective duties hereunder, and neither of them shall incur any liability and shall be fully protected in acting in good faith upon the advice of such legal counsel. The fees and expenses of such counsel shall be payable by the Borrower.  The Borrower shall pay up-front to the Dissemination Agent and the Trustee an Annual Administration Fee (such fees may be adjusted from time to time as agreed upon by the Borrower and the Dissemination Agent), which fee shall be deemed fully earned immediately, regardless of the actual length of time during which this Continuing Disclosure Agreement is effective.

UNDER NO CIRCUMSTANCES SHALL THE TRUSTEE OR THE DISSEMINATION AGENT BE LIABLE TO A BONDHOLDER OR BENEFICIAL OWNER OF ANY BOND OR ANY OTHER PERSON, IN CONTRACT OR IN TORT, FOR DAMAGES RESULTING IN WHOLE OR IN PART FROM ANY BREACH BY THE TRUSTEE OR THE DISSEMINATION AGENT, RESPECTIVELY, WHETHER NEGLIGENT OR WITHOUT FAULT ON ITS PART, OR ANY COVENANT SPECIFIED IN THIS AGREEMENT. EVERY RIGHT AND REMEDY OR ANY SUCH PERSON, IN CONTRACT OR TORT, FOR OR ON ACCOUNT OF ANY SUCH BREACH SHALL BE LIMITED TO AN ACTION FOR "MANDAMUS"  OR  SPECIFIC  PERFORMANCE.    NOTHING  HEREIN  SHALL, HOWEVER, LIMIT A BONDHOLDER'S OR BENEFICIAL OWNER'S RIGHTS UNDER OTHER APPLICABLE SECURITIES LAWS. THE TRUSTEE IS UNDER NO OBLIGATION NOR IS IT REQUIRED TO BRING SUCH AN ACTION.

SECTION 12.
Beneficiaries. This Disclosure Agreement shall inure solely to the benefit of the Issuer, the Borrower, the Trustee, the Dissemination Agent, the Participating Underwriter, and the Holders from time to time of the Bonds, and shall create no rights in any other person or entity.

SECTION 13.
Governing Law. This Disclosure Agreement shall be governed by the laws of the State of California (other than with respect to conflicts of laws).

SECTION 14.
Counterparts. This Disclosure Agreement may be executed in several counterparts, each of which shall be an original and all of which shall constitute but one and the same instrument.

The Dissemination Agent, the Trustee and the Borrower have caused this Continuing Disclosure Agreement to be executed, on the date first written above, by their respective officers duly authorized.

U.S. BANK NATIONAL ASSOCIATION

Dissemination Agent

By:








Its:
Vice President and Trust Officer

U.S. BANK NATIONAL ASSOCIATION, as Trustee

By:








Its:
Vice President and Trust Officer

THE FRIENDLY VILLAGE MOBILEHOME PARK CORPORATION, a California nonprofit corporation


By:







Its:






EXHIBIT A

NOTICE TO REPOSITORIES OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer:


Housing Authority of the County of San Bernardino

Name of Bond Issue:

$1,890,000 Housing Authority of the County of San Bernardino





Multifamily Mortgage Revenue Bonds (GNMA Collateralized 





– Santiago Orangewood Estates Mobilehome Park) Series 2003A

Name of Borrower:

The Friendly Village Mobilehome Park Corporation, a California 





nonprofit corporation

Obligated Person:
Borrower

Date of Issuance:


February 26, 2003

NOTICE IS HEREBY GIVEN that the Borrower has not provided an Annual Report with respect to the above-named Bonds as required by the Continuing Disclosure Agreement, dated as of February 1, 2003, among the Borrower and U.S. Bank National Association, as trustee and as dissemination agent. The Borrower has notified the Dissemination Agent that it anticipates that the Annual Report will be filed by _______________________.

Dated:





U.S. BANK NATIONAL ASSOCIATION,  as


Dissemination Agent, on behalf of the Borrower
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