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der of the real estate exposure after the $46.9 million first loss
position has been assumed by Fannie Mae and Freddie Mac.  In
connection with the transaction, we have guaranteed the obliga-
tions of CM Corp., and have met its obligation to post collateral,
in an amount equal to 40% of the first loss amount.  Our maxi-
mum exposure under the terms of this transaction is approxi-
mately $23.5 million. During 2003, two of the tax-exempt week-
ly variable rate multi-family mortgage loans were repaid in the
amount of $8.9 million.  These repayments reduced the first loss
position to $38 million and the pool of multi-family mortgage
loans to $288.6 million.  This reduced our maximum exposure
under the terms of the transaction to approximately $19 million.  

CM Corp. performed due diligence on each property in the
pool, including an examination of loan-to-value and debt service
coverage both on a current and “stressed” basis.  CM Corp. 
analyzed the portfolio on a “stressed” basis by increasing capi-
talization rates and assuming an increase in the low floater bond
rate.  As of December 31, 2003, the credit enhanced pool of 
properties are performing according to their contractual obliga-
tions and we do not anticipate any losses to be incurred on its
guaranty.  Should the Company’s analysis of risk of loss change
in the future, a provision for probable loss might be required;
such provision could be material.

Yield Guarantee Transactions
CM Corp. has entered into six agreements with Merrill Lynch
(the “Primary Guarantor”) to guarantee agreed-upon rates of
return for three pools of multi-family properties each owned by a
local partnership which in turn, is majority-owned by affiliates of
Related for which CM Corp. has or will receive guarantee fees.  

Each transaction was structured as two separate guarantees,
one primarily guaranteeing the returns through the lease-up
phase of the properties and the other guaranteeing the returns
through the operating phase of the properties.  CM Corp. receives
a fee for each guarantee up front at the start of each guarantee
period.  These fees will be recognized in income on a straight line
basis over the period of the respective guarantees.  Total potential
exposure pursuant to these guarantees is approximately $228.0
million.  We have analyzed the expected operations of the
Underlying Properties and believe there is no risk of loss at this
time.  Should our analysis of risk of loss change in the future, a
provision for possible losses might be required; such provision
could be material. We account for these guarantees under the FIN
45.  We have determined that the fees received represent the fair
value of the respective liabilities and accordingly have recorded
such fees as a liability included in deferred income on our con-
solidated balance sheets.  

Some of the local partnerships have financed their properties
with the proceeds of our revenue bonds. In these cases, the
Primary Guarantor has required that those revenue bonds be
deposited into a trust pursuant to which the revenue bonds were

divided into senior and subordinated interests with approximate-
ly 50% of each revenue bond being subordinated. We have
financed the senior trust interest as part of the Merrill Lynch 
P-FloatsSM/RitesSM program.  The subordinate trust interests
are being used as collateral in other of our Company’s financing
programs.

In connection with these transactions, we have posted $159.0
million as collateral with the Primary Guarantor in the form of
either cash or revenue bonds.  

Revenue Bond Forward Transactions
We have entered into six transactions to purchase revenue bonds
pursuant to agreements which require us, at the earlier of stabi-
lization or conversion to permanent financing to acquire Series A
and Series B revenue bonds at a predetermined price and interest
rates.  We are obligated to purchase the revenue bonds only if
construction is completed.  We are obligated to buy the Series B
revenue bonds only if, at the date the Series A bonds are stabi-
lized, the property's cash flow is sufficient to provide debt serv-
ice coverage of 1.15x for both the Series A and B bonds.  An
unrelated third party lender will advance funds to the developer,
as needed during the construction period, at a floating rate.
These forward commitments create derivative instruments under
SFAS No. 133, which have been designated as a cash flow hedge
of the anticipated funding of the revenue bonds, and are record-
ed at fair value, with changes in fair value recorded in other 
accumulated comprehensive income until the revenue bonds are
funded. The total potential amount we could possibly be required
to fund is $84.4 million.

Other Guarantees
We have entered into three transactions related to three proper-
ties, Coventry Place, Canyon Springs and Arbor Ridge.  Pursuant
to the terms of these transactions, we will provide credit support
to the construction lender for project completion and Fannie Mae
permanent loan conversion and acquire subordinated bonds to the
extent the construction period bonds do not fully convert.  Up
until the point of completion, we will reimburse the construction
lender for any draw on its construction letter of credit up to 40%
of the stated amount of the letter of credit.  Following comple-
tion, up until the project loan converts to permanent loan status,
we will, should the need arise, reimburse the full amount of the
letter of credit. We closely monitor these two properties, and
believes there is no need currently, to provide for any potential
loss.  Should our analysis of risk of loss change in the future, a
provision for loss might be required; such provision could be
material.  The developer has also issued several guarantees to the
construction lender, each of which would be called upon before
our guarantees, and each of which would be assigned to us
should its guarantees be called.  Once the construction loans con-
vert to permanent loans, we are obligated to acquire subordinat-


