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The Government National Mortgage Association Guaranteed Home Equity Conversion
Mortgage-Backed Securities (the “HECM MBS” or the “Securities”) are based on or backed by
participation interests in advances made to borrowers and related amounts (each, a
“Participation”) in respect of a home equity conversion mortgage loan (each, a “HECM?”), also
commonly referred to as a “reverse mortgage loan,” insured by the Federal Housing
Administration (“FHA”). The Government National Mortgage Association (“Ginnie Mae”), a
wholly-owned corporate instrumentality of the United States of America within the U.S.
Department of Housing and Urban Development, guarantees the timely payment of principal and
interest on each Class of Securities. The Ginnie Mae guaranty is backed by the full faith and
credit of the United States of America.

The HECMs to which the Participations relate are mortgage loans designed specifically for
senior citizens to convert equity in their homes to monthly streams of income or lines of credit.
A HECM generally provides either for an initial advance to the borrower at the origination of
such loan followed by fixed monthly advances over a multi-year period, or for periodic draws by
the borrower on lines of credit at the borrower’s discretion. No interest or principal is due by the
borrower until maturity, which generally does not occur until the borrower dies, conveys title to
the home or moves out of the related mortgaged property or under certain limited circumstances
described herein, the borrower fails to perform certain obligations relating to the mortgage loans.
However, interest accrues on the HECM at the applicable mortgage interest rate that is set forth
in the related prospectus supplement and is added each month to the outstanding principal
balance of the HECM. A borrower may prepay in whole or in part the outstanding balance of a
HECM at any time without penalty.

HECMs were originated or acquired by and will be serviced by the parties as set forth in the
related prospectus supplement.

The Securities are payable on the payment dates (each, a “Distribution Date”) set forth in the
related prospectus supplement. The Securities will accrue interest at an interest rate specified in
the related prospectus supplement. The accrued interest will not be paid to securityholders but
will be added each month to the then outstanding principal amount of the Securities, and will be
payable together with the original principal amount of the Securities as set forth in the related
prospectus supplement to the extent such amount has not been paid no later than the final
Distribution Date. In general, any payments received in respect of any HECMs prior to the final
Distribution Date will be passed through pro rata to the respective holders of participation
interests in the outstanding advances made to a borrower relating to the HECM. In addition, the
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Ginnie Mae Issuer is obligated to cover any interest shortfalls resulting from borrower
prepayments. It is uncertain when payments will be made in respect of your Securities.

THE GOVERNMENT NATIONAL MORTGAGE ASSOCIATION GUARANTEES THE
TIMELY PAYMENT OF PRINCIPAL AND INTEREST ON THE SECURITIES. THE
GINNIE MAE GUARANTY IS BACKED BY THE FULL FAITH AND CREDIT OF THE
UNITED STATES OF AMERICA. THE SECURITIES ARE EXEMPT FROM THE
REGISTRATION REQUIREMENTS OF THE SECURITIES ACT OF 1933 AND
CONSTITUTE EXEMPTED SECURITIES UNDER THE SECURITIES EXCHANGE
ACT OF 1934.

This Base Prospectus may not be used to consummate sales of Securities unless you have received the related
prospectus supplement.

Date: 10/01/07 2 Appendix 1V-29



GINNIE MAE 5500.3, REV. 1

TABLE OF CONTENTS

Page

RISK FACTORS . ... e 4
GENERAL INTRODUCTION TO HECMS ......oiiii e 8
FEDERAL HOUSING ADMINISTRATION (FHA) GUIDELINES REGARDING
INSURANCE OF HECMS.......oi e 8
FINANCIAL CHARACTERISTICS OF HECMS ......ooooiiiiiii 11
THE HECM MBS ... oo 15
SERVICING OF HECMS.......oooi e 18
PREPAYMENT AND YIELD CONSIDERATIONS. ..o 20
CERTAIN FEDERAL INCOME TAX CONSEQUENCES OF INVESTING IN HECM
VI B S s 21
POST-ISSUANCE REPORTING ......ccoiiiiiii 23

Date: 10/01/07 3 Appendix 1V-29



GINNIE MAE 5500.3, REV. 1

RISK FACTORS

You should purchase the securities only if you understand and are able to bear the associated
risks. The risks applicable to your investment depend on the payment characteristics of the
underlying assets and factors that may affect such characteristics over time. This section
highlights certain of these risks.

It is uncertain when payments will be made on your securities.

Payment of the outstanding principal amount, including accrued interest, on the securities
is guaranteed by Ginnie Mae. But the timing of any payment of principal and interest is
uncertain. Payments of principal and interest will be made on the securities only (i) when and to
the extent a payment is made on an underlying HECM to which the securities relate and/or (ii)
upon the purchase of all Participations related to an underlying HECM by the related Ginnie Mae
Issuer of the securities to the extent of the release price.

In general, payments on Participations are made when payments are made on the related
HECM. The amount paid on a Participation is the amount paid on the HECM multiplied by the
ratio of the outstanding principal amount of the Participation to the outstanding principal amount
of the related HECM. In limited circumstances, payments in respect of the Participations may be
delayed as a result of FHA’s senior right to reimbursement for certain amounts advanced to any
borrower. See ““If a Ginnie Mae Issuer defaults in its obligation to provide a borrower future
advances in respect of a HECM, investors in securities that are backed by Participations related
to that HECM may receive payments earlier or later than expected.”

No interest or principal is required to be paid on a HECM before it matures. On the other
hand, a borrower under a HECM may make voluntary prepayments in whole or in part of
amounts owed on the HECM at any time without penalty before the HECM matures. The
borrower or his estate has a non-recourse obligation to pay amounts due under the HECM only
after the occurrence of a Maturity Event. A Maturity Event generally occurs (i) if a borrower
dies and the property is not the principal residence of at least one surviving borrower, (ii) if a
borrower conveys all of his or her title in the mortgaged property and no other borrower retains
title to the mortgaged property, (iii) if the mortgaged property ceases to be the principal
residence of a borrower for reasons other than death and the mortgaged property is not the
principal residence of at least one surviving borrower, (iv) if a borrower fails to occupy the
mortgaged property for a period of longer than 12 consecutive months because of physical or
mental illness and the mortgaged property is not the principal residence of at least one other
borrower, or (v) if the borrower fails to perform any of its obligations under the HECM.

A Ginnie Mae Issuer is permitted and obligated to purchase (such obligation is referred to
hereinafter as a “Mandatory purchase event”) all Participations related to a HECM when the
outstanding principal amount of the related HECM is equal to or greater than 98% of the
“maximum claim amount.” Furthermore, a Ginnie Mae Issuer may, at its option, purchase all
Participations relating to any HECM (such option is referred to hereinafter as the “98% Optional
purchase Event”) to the extent that any borrower’s request for an additional advance in respect of
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any HECM , if funded, together with the outstanding principal amount of the related HECM is
equal to or greater than 98% of the “maximum claim amount.” The "maximum claim amount” of
a HECM s the lesser of the appraised value of the property or the maximum principal amount
for a one-unit dwelling that HUD can lawfully insure in respect of forward mortgages in the
geographical area as provided in Section 203(b)(2) of the National Housing Act.

In addition, a Ginnie Mae Issuer may, at its option, purchase all Participations relating to
a HECM that becomes, and continues to be, due and payable in accordance with its terms (such
option is referred to hereinafter as a “Due and payable purchase event collectively with the
Mandatory purchase event and the 98% Optional purchase event, a “Ginnie Mae Issuer purchase
event”). In connection with any Due and payable purchase event or any 98% Optional purchase
event (each referred to hereinafter as an “Optional purchase event”) a Ginnie Mae Issuer must
purchase all Participations related to the HECM at the end of its reporting month (as such term is
defined in the Ginnie Mae guaranty agreement).

Because (i) it is uncertain whether a HECM borrower will choose to prepay amounts
advanced in whole or in part, (ii) it is uncertain when any Maturity Event might occur, (iii) it is
uncertain when amounts owed on a HECM will equal or exceed 98% of the maximum claim
amount and (iv) it is uncertain whether a Ginnie Mae Issuer will exercise any option to purchase
any Participation related to a HECM, it is uncertain when any amounts might be paid on
securities backed by Participations in HECMs.

The rate of principal payments (including prepayments or partial payments) of the
HECM s relating to the Participations underlying the securities depends on a variety of economic,
geographic, social, and other factors, including prevailing market interest rates and borrower
mortality, and will affect the weighted average lives and the yields realized by investors in the
securities. HECMs may respond differently than traditional forward mortgage loans to the
factors that influence prepayment.

Any investment in the securities must be based largely upon an investor’s
expectation as to the rate at which Maturity Events will occur, or alternatively, an
investor’s expectation regarding the rate of voluntary prepayment by the related borrower
or whether a Ginnie Mae Issuer purchase event will occur. Each prospective investor is
encouraged to study publicly available information from the United States Census Bureau,
medical and scientific journals, life insurance companies, and such other sources as such
prospective investor considers to be reliable as to historical trends and projections of life
expectancy, recent developments and expectations as to future developments in health care for
elderly persons, mobility of elderly households, regional differences in availability of health
care, life expectancy and other matters, gender differences with respect to health risks and life
expectancy and such other matters as such investor considers to be material in forming its
expectation as to the occurrence of Maturity Events.

Each investor should carefully consider that the actual rate and timing of Maturity Events
could differ significantly from such investor’s expectation. Rapid progress in the health sciences
or increased availability of health care, for example, could prolong the lives of borrowers or
postpone relocation of borrowers into long-term care facilities. The availability of home nursing
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care could cause borrowers who would otherwise relocate to remain in their homes, delaying the
occurrence of a Maturity Event. Conversely, other factors such as the absence of health care
insurance available to borrowers or required life-sustaining medical treatments could accelerate
the occurrence of a Maturity Event. Considered scientific opinion as to life expectancy could
simply be wrong. In general, the life spans and life expectancy of Americans have increased over
time.

Neither Ginnie Mae nor the Ginnie Mae Issuer has undertaken any investigation of the
health of the borrowers under the HECMs. It is highly unlikely that a Maturity Event, voluntary
payment by the borrower or any Ginnie Mae Issuer purchase event will occur at any constant rate
or at the same rate at any one time. The timing of changes in the rate of Maturity Events,
voluntary prepayment events or Ginnie Mae Issuer purchase events may affect the actual yield to
an investor, even if the average rate of Maturity Events, voluntary prepayment events or Ginnie
Mae Issuer purchase events is consistent with the investor’s expectation. As a result, the effect
on an investor’s yield of the occurrence of Maturity Events, voluntary prepayment events or
Ginnie Mae Issuer purchase events occurring at a rate higher (or lower) than the rate anticipated
by the investor during the period immediately following the Issue Date of the Security as set
forth in the related prospectus supplement is not likely to be offset by a later equivalent reduction
(or increase) in the rate of occurrence of Maturity Events, voluntary prepayment events or Ginnie
Mae Issuer purchase events.

If a Ginnie Mae Issuer defaults in its obligation to provide a borrower future
advances in respect of a HECM, investors in securities that are backed by Participations
related to that HECM may receive payments earlier or later than expected. In the event a
Ginnie Mae Issuer fails to advance funds to a borrower in accordance with the terms of the
related HECM, FHA may advance the funds to the borrower on behalf of the Ginnie Mae Issuer
and FHA will be entitled to reimbursement for any advances it makes prior to payments being
made in respect of previously made advances, including Participations that may underlie your
securities. If a Maturity Event occurs or a voluntary prepayment is made by a borrower, FHA’s
senior right of reimbursement may delay the timing of certain payments being made in respect of
the Participations underlying your securities.

If a Ginnie Mae Issuer were to default in its obligations to Ginnie Mae, it is Ginnie Mae’s
intention to manage the servicing of the HECMs in such a manner as to minimize the likelihood
of investors receiving early payments. However, Ginnie Mae does not make any assurances that
there would not be circumstances resulting from a Ginnie Mae Issuer’s default in its obligations
under which the investors in the HECM MBS would receive payments earlier than anticipated.

The yield to maturity of the securities will be adversely affected to the extent the
mortgage interest rate for any adjustable rate HECM is affected by the application of any
periodic rate cap or lifetime cap. For an annual adjustable rate HECM, the mortgage interest
rate on each HECM will adjust on the applicable mortgage interest adjustment date (even though
the index may fluctuate during the year), and the annual increases and decreases will be limited
by the annual adjustment cap of two percentage points per year. In addition, annual adjustable
rate HECMs are subject to a lifetime cap such that any such HECMs may never have any
increases or decreases more than 5% higher or lower than the initial mortgage interest rate set
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forth in the HECM note. For a monthly adjustable rate HECM, the mortgage interest rate is
subject to a lifetime cap as set forth in the related HECM note. Notwithstanding any fluctuations
or adjustments in the related indices, the application of periodic rate or lifetime caps may impact
the amount of interest accrued in respect of any HECM, and will ultimately affect the yield to
maturity on the securities.

HECMs backed by adjustable rate mortgage loans may not realize yields
comparable to other adjustable rate mortgage loans. The mortgage interest rate for each
adjustable rate HECM will be based on the U.S. Treasury Securities Rate adjusted to a constant
maturity of one year (which may not rise and fall consistently with the prevailing interest rates
on other adjustable rate mortgage loans based on other indices) or one-month or one-year LIBOR
or such other index as set forth in the related prospectus supplement plus the mortgage margin as
set forth in the related prospectus supplement (which may differ from then current mortgage
margins for other adjustable rate mortgage loans). Also, increases to the U.S. Treasury Securities
Rate may not correspond to upward adjustments in other indices for which the mortgage interest
rates on other adjustable rate mortgage loans are based. As a result, the mortgage interest rates on
adjustable rate HECMs at any time may not equal the prevailing rates for similar adjustable rate
mortgage loans, and the rate of prepayment may be higher or lower than would otherwise be
anticipated.

An investment in the securities is subject to significant reinvestment and extension
risk. The rate of principal payments on your securities is uncertain. You may be unable to
reinvest the payments on your securities at the same returns provided by the securities. Lower
prevailing interest rates may result in an unexpected return of principal. In that interest rate
climate, higher yielding reinvestment opportunities may be limited. Conversely, higher
prevailing interest rates may result in slower returns of principal and you may not be able to take
advantage of higher yielding investment opportunities. The final payment on your security may
occur much earlier than the final distribution date.

The yields to investors will be sensitive in varying degrees to the rate of principal
payments in respect of the underlying HECMs. In the case of securities purchased at a
premium, faster than anticipated rates of principal payments could result in actual yields to
investors that are lower than the anticipated yields. In the case of securities purchased at a
discount, slower than anticipated rates of principal payments could result in actual yields to
investors that are lower than the anticipated yields.

Investors in the securities will recognize taxable income even though they may not
receive a current distribution of cash in respect of the securities. For federal income tax
purposes, securityholders will be treated as owning an undivided beneficial ownership interest in
the Participations securitized in any segregated pool of Participations. Because interest on the
HECMs underlying the Participations in a pool is not paid currently, the Participations will be
treated as issued with original issue discount. Investors, regardless of their method of
accounting, will be required to include any original issue discount that accrues on the
Participations underlying their securities in their taxable income as it accrues regardless of
whether they receive cash distributions in respect of the securities. Accordingly, investors in the
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securities may recognize taxable income in excess of cash distributions on the securities. See
““Certain Federal Income Tax Consequences of Investing in HECM MBS”” herein.

GENERAL INTRODUCTION TO HECMS
Authority of FHA to Insure HECMs

Section 255 of the National Housing Act (“Section 255”) authorizes FHA to insure
HECMs (the “HECM Mortgage Insurance Program”). The HECM Mortgage Insurance Program
permits homeowners 62 years of age and older satisfying certain eligibility criteria to withdraw a
portion of the equity in their home in the form of monthly payments for life or a fixed term, or in
a lump sum, or through a line of credit, or any combination thereof. For a description of the
various payment plans for HECM borrowers, see “Financial Characteristics of HECMS—Five
types of payment plans for HECM Borrowers™ below. The program is administered by the
Department of Housing and Urban Development (“HUD”). For purposes of this prospectus, all
references to the borrower also include any co-borrowers to the extent that there are any co-
borrowers.

Unlike a traditional “forward” mortgage in which a borrower repays the outstanding
balance of a mortgage loan in periodic payments, a borrower or his estate in respect of a HECM
is not required to repay any advances made in respect of the HECM until a Maturity Event
occurs, which is generally under one of the following circumstances when: (i) a borrower dies
and the property is not the principal residence of at least one surviving borrower, (ii) a borrower
conveys all of his or her title in the mortgaged property and no other borrower retains title to the
mortgaged property, (iii) the mortgaged property ceases to be the principal residence of a
borrower for reasons other than death and the mortgaged property is not the principal residence
of at least one surviving borrower, (iv) a borrower fails to occupy the mortgaged property for a
period of longer than 12 consecutive months because of physical or mental illness and the
mortgaged property is not the principal residence of at least one other borrower, or (v) a
borrower fails to perform any of its obligations under the HECM. In addition, the borrower may
elect to make voluntary prepayments of the HECM without any penalty being assessed. With
regard to repayment of the HECM, the borrower or the estate (in the event that the borrower
dies) is not obligated to pay any amounts in excess of the net proceeds from the disposition of the
property. To the extent the aggregate amount of the Participations related to a particular HECM,
including the accrued interest, and any costs or expenses reimbursable to the lender exceeds the
net proceeds from the sale of the property, FHA insurance will cover any balance due to the
lender up to the Maximum Claim Amount.

FEDERAL HOUSING ADMINISTRATION (FHA) GUIDELINES REGARDING
INSURANCE OF HECMS

The following is a general overview of FHA’s guidelines regarding the HECM Mortgage
Insurance Program as described further in the Handbook 4235.1 Rev-1, Home Equity
Conversion Mortgages, as amended or modified by mortgagee letters issued from time to time by
FHA (collectively, the “HECM Handbook™). Investors should consult Section 255, 24 CFR Part
206, which are the FHA regulations implementing the HECM Mortgage Insurance Program (the
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“HECM Regulations”), and the HECM Handbook, as each may be amended from time to time,
for a full description of the HECM Mortgage Insurance Program.

Eligible lending institutions/originators

All FHA-approved lenders are eligible to participate in the HECM Mortgage Insurance
Program. FHA-approved lenders include the Federal Home Loan Mortgage Corporation
(“Freddie Mac”) and the Federal National Mortgage Association (“Fannie Mae”). Other lending
institutions who meet certain requirements may participate as well. In general, a lender must
have a net worth of at least $250,000, have liquid assets equal to 20% of its net worth (not
required to exceed $100,000), and be organized as an acceptable business form, such as a
corporation or chartered institution. In addition, a lender must submit financial statements
periodically to the Secretary of HUD, be responsible for loan servicing, and submit yearly
verification to the Secretary of HUD that the lender is meeting all the above requirements.

Borrower and Mortgaged Property Eligibility criteria

To be eligible for a HECM, the borrower (and any co-borrowers) must be 62 years of age
or older when the lender applies for FHA insurance. The borrower must subordinate or satisfy
any existing liens at closing. In addition, the dwelling must be a one- to four-unit building with
one unit occupied by a borrower, a manufactured home or a unit in an FHA-approved
condominium, and must be the borrower’s principal residence. The property must meet FHA
standards, but the homeowner can pay for repairs using the proceeds from a HECM. Because
older persons can be vulnerable to fraudulent practices, the HECM Mortgage Insurance Program
requires that prospective borrowers receive free reverse mortgage loan counseling from a HUD-
approved reverse mortgage counseling agency before applying for a HECM.

Origination of HECMs

Investors may consult the HECM Regulations and the HECM Handbook for specific
information regarding the processing and origination of a HECM. The following is a brief
description of the calculation of the Maximum Claim Amount and the Principal Limit (as defined
below), as well as a general overview of the various FHA insurance options for HECMs.

Establishment of the Maximum Claim Amount and the Principal Limit

The lender calculates the borrower’s Principal Limit for a HECM before closing
by multiplying the Maximum Claim Amount by the factor corresponding to the age of the
youngest borrower as provided in the HECM Handbook and the expected average
mortgage interest rate, also referred to as the “expected rate.” On the closing date of the
HECM, the expected rate is determined. The expected rate is fixed throughout the life of
the loan and is used to determine payments to the borrower. For a fixed rate loan, the
expected rate is the fixed interest rate. For an adjustable rate loan, the expected rate is
the sum of the lender’s margin and the relevant index, which can either be the U.S.
Treasury Securities rate adjusted to a constant maturity of ten years, or in the case of
monthly adjusting or annual adjusting HECMs indexed to LIBOR, the sum of the
lender’s margin and the 10-year LIBOR swap rate as published in Federal Reserve
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Statistical Release H.15, Selected Interest Rates, and is available on the internet at:
www.federalreserve.gov/releases/h15/. The borrower will not be able to change from a
fixed to an adjustable rate loan or vice versa after the closing of the HECM.

The Maximum Claim Amount generally represents the lender’s maximum
insurance claim from HUD with respect to any HECM. It is the lesser of the appraised
value of the property or the maximum principal amount for a one-unit dwelling that HUD
can lawfully insure for forward mortgages in the geographical area as provided in Section
203(b)(2) of the National Housing Act. It is calculated at the origination of the loan, and
is not subject to adjustment after origination. The Maximum Claim Amount is the basis
for calculating the borrower’s principal limit and FHA mortgage insurance premiums
(referred to herein as “MIP”).

The Principal Limit represents the maximum disbursement in present value that
the borrower can receive under the HECM. The Principal Limit increases each month
during the life of the mortgage at a rate equal to one-twelfth of the sum of the expected
rate plus the monthly MIP rate. The Net Principal Limit is the maximum amount of
payments that a borrower can receive after closing. The Net Principal Limit is calculated
by subtracting from the Principal Limit any initial payments to or on behalf of the
borrower such as the initial MIP, closing costs, or advances made to the borrower and
any funds set aside from the Principal Limit for monthly servicing fees, or set-asides for
post-closing repairs and other miscellaneous amounts.

Based on the estimate of the Net Principal Limit, the borrower selects one of five
payment plans for disbursement of loan proceeds in respect of any HECM. See
“Financial Characteristics of HECMs—Five types of payment plans for HECM
Borrowers” below. The Net Principal Limit may be drawn on as a line of credit or
amortized as monthly payments. The borrower can change plans at any time as long as
the outstanding balance does not exceed the Principal Limit.

Assignment or Shared Premium Insurance Options

At the closing of the HECM, the lender chooses one of two HECM insurance
options for the repayment of the HECM—assignment or shared premium. Under the
assignment option, the lender will have the right to assign the mortgage to HUD when the
outstanding principal balance of the HECM is equal to or greater than 98% of the
Maximum Claim Amount, or when a request for a line of credit draw will cause the
outstanding balance of the HECM to equal to or exceed 98% of the Maximum Claim
Amount, and the conditions for assignment are satisfied. Upon assignment, the lender
would be entitled to insurance benefits. Under the shared premium option, the lender
holds the loan until maturity and retains a portion of the monthly insurance premium. If
the outstanding principal balance of the HECM exceeds the property value of the
mortgaged property at the time that the HECM is due and payable, the lender receives
insurance benefits up to the Maximum Claim Amount and compensates for any losses
with any retained monthly insurance premium. All of the Participations underlying any
of the Securities relate to HECMs with the assignment option.
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FINANCIAL CHARACTERISTICS OF HECMs
FHA Mortgage Insurance Premiums

An MIP for FHA insurance of any HECM is due and payable at the origination of any
HECM, and subsequent to the closing of any HECM, FHA is entitled to receive monthly MIPs.

At origination. The initial MIP is equal to 2% of the Maximum Claim Amount. Certain
refinanced HECMs are refinanced with a discounted initial MIP. The borrower can choose to
make this payment in cash or add the initial MIP to the outstanding principal balance of the
HECM. If added to the outstanding principal balance of the HECM the lender is responsible for
remitting the initial MIP to HUD at origination.

Monthly. The amount of the monthly MIP accrues daily at an annual rate of 0.5% of the
outstanding principal balance of the HECM. The lender adds the amount of the accrued monthly
MIP to the outstanding principal balance of the HECM and remits the MIP monthly to HUD.

In each case, the lender will be entitled to be reimbursed for the up-front payments of
MIP out of the net proceeds from the sale or disposition of the mortgaged property underlying
the HECM or in respect of any voluntary prepayments made by the borrower, including any
FHA insurance claim proceeds.

Mortgage Interest Rate on HECMs

At origination of the related HECM, the borrower can choose either a fixed or adjustable
mortgage interest rate. After closing, the borrower cannot alter the interest rate selection from a
fixed rate HECM to an adjustable rate HECM or vice versa. Interest accrues daily and is added to
the then outstanding principal balance of the HECM monthly.

Fixed Rate. The fixed rate is set as negotiated between the lender and the borrower.

Adjustable. The adjustable rate is initially set as agreed upon between the lender and the
borrower. The applicable index is as set forth in the HECM note.

With respect to an adjustable rate HECM based on the weekly average yield of the U.S.
Treasury Index adjusted to a constant maturity of one year (“CMT”) with an annual adjustment
date, the HECM s subject to a 2% annual cap and a 5% lifetime cap. With respect to an
adjustable rate HECM based on CMT with a monthly adjustment date, the HECM is subject to a
lifetime cap established by the lender.

With respect to an adjustable rate HECM based on one-month LIBOR with a monthly
adjustment date, the HECM is subject to a lifetime cap established by the lender. For each
adjustment date, one-month LIBOR will equal the average of the London Interbank offered rates
for one-month United States dollar deposits as published in the Wall Street Journal on or after
the 25" day of each month. If such rate ceases to be published in the Wall Street Journal or
becomes unavailable for any reason, then the rate will be based upon a new index selected by the
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lender, from the list of indices approved for use with HUD-insured HECMs, which will be
announced as soon as it is available.

With respect to an adjustable rate HECM based on one-year LIBOR with an annual
adjustment date, the HECM is subject to a 2% annual cap and a 5% lifetime cap. For each
adjustment date, one-year LIBOR will equal the average of the London Interbank offered rates
for twelve-month United States dollar deposits as published in the Wall Street Journal on the first
business day of each month. If such rate ceases to be published in the Wall Street Journal or
becomes unavailable for any reason, then the rate will be based upon a new index selected by the
lender, from the list of indices approved for use with HUD-insured HECMs, which will be
announced as soon as it is available.

All of the HECMs related to any Participations and underlying any Security will have the
same security interest adjustment date and index reference date, which is the date of the
published index used for calculating interest adjustments. In the event that the interest rate on the
HECMs underlying any Security adjusts based on an index other than CMT, one-month or one
year LIBOR, the applicable index will be described in the related prospectus supplement.

Five types of payment plans for HECM Borrowers

The borrower can choose one of five payment plans in respect of any HECM. The
borrower can change plans at any time as long as the outstanding principal balance does not
exceed the principal limit. All of the plans are designed so that no repayments of principal or
interest are required until a Maturity Event occurs. Any HECM may be prepaid in whole or in
part without penalty under any of the five plans.

Tenure. The tenure option guarantees that the borrower will receive equal monthly
payments for as 