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STATEMENT

SCHEDULE A, PART III - EXPLANATION FOR LINE 2B
==============================================
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IN FYE 6/30/2004, HFHI ISSUED BONDS TO INVESTORS AS PART OF A PRIVATE
PLACEMENT.  THE BONDS ARE SECURED BY A GROUP OF AFFILIATE MORTGAGES POOLED
BY HFHI.  PAYMENTS ON THE BONDS ARE MADE FROM THE PROCEEDS OF THE
MORTGAGES GENERATED BY THE AFFILIATES.  ONE OF THE FINANCIAL INSTITUTIONS
WHICH PURCHASED A BOND IS AFFILIATED WITH A MEMBER OF HFHI'S BOARD OF
DIRECTORS.  THE BONDS ARE FOR A TERM OF SEVEN YEARS AND ARE SOLD TO A
NUMBER OF INVESTORS AT A BELOW-MARKET INTEREST RATE.  PAYMENTS ARE MADE
FROM THE GENERAL ASSETS OF THE AFFILIATES, WHICH HAVE NO AFFILIATION
WITH THE DIRECTOR IN QUESTION.  THE PROCEEDS OF THE BONDS ARE DISTRIBUTED
TO THE AFFILIATES, WHO USE THE FUNDS FOR THEIR CHARITABLE ACTIVITIES.










