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Tennessee Housing

N: THDA Board of Directors Meeting
March 26, 2019—1:00 p.m. Central Time

William R. Snodgrass -Tennessee Tower

Developmen’r Agency 312 Rosa L Parks Avenue, Third Floor

Nashville, Tennessee 37243

All meetings will be held in The Nashville Room

AGENDA (Tab #1)
Public Comment to the Board Brown, Perrey, Board Members
A. Opening Comments and INtrodUCHIONS......ccc.uciiieeeiciiieiieiirererrrreererereeeesreensesseenssessennssessennssessennnnans Brown
B. Staff Recognition (Directors) (Tab H#2) .....ccc.ccirireiiiiiiciireicerreiecerrrenseseenneeeseennsssesnnsssseensssssesnnsassenns Perrey
C. Approval of Minutes from January 29, 2019 Meeting (Tab #3) ....cccccciiieeiiiiiiniiirrer e e renanes Brown
[ JO 1Yol 1 41V -J D TTY=Tot ] o) 2 T=T o o N Perrey
E. Committee Reports and Committee Matters

1. Bond Finance Committee (Monday, March 25 — State Capitol; Room G-11) (Tab #4) .......cccc.cce...... Brown
* 3. 15SUE 2019-2 AULNOTIZAION Leeiuviiiiiie ettt et e s e et e e s e e e bae e sabeeebaeesnteessneesareean Miller

* b. Issue 2019-2 Reimbursement RESOIUTION .......cccvieeciiiiiiecciie ettt e sre e e are e saree s Miller

2. Grants Committee (Tuesday, March 26 — 10:00 a.m.). (Tab #5) ....ccccereerrremnierrrennierreenncereennnens van Vuuren
* a. 2019 Weatherization Assistance Program Model Plan SUbmMIsSion .........ccccceeveieeiiieeiieeecieesieenns Watt

* b. Grant Extension Request — HTF-165-02 - Kingsport Housing & Redevelopment Authority ........... Watt

* ¢. Request for Approval of HOME Grant EXEENSIONS .......eeeeeiiuieeeiiiiiieeeeiiieeeciieeeeeitee e e e eeteeeeeareeeeeeaneas Watt

* d. Building Trades DemoNStration PrOJECT ........cciicuiiiiiciiee ettt e tee e e ree e e e e e e areeas Watt

€. HOME BeNefiCiary REPOIT ....oco ettt ettt e e tee e e et e e e et e e e e eabae e e e abaeeeeenbaeaeennseeas Webb

3. Lending Committee (Tuesday, March 26 — 10:15 a.m.) (Tab #6) ...ccc.cerrrrmicirireciriiencereeeneereennneens Cleaves
* a. Freddie Mac Authorizing RESOIULION ......ccuiiiiiiiiie ettt e e e e e et Miller

* . NeW STart Program UPAAte ...ttt e e e ettt e e e et e e e e eatae e e eataeeeensaeee e nsseeesannreeenn Hall

* €. Hardest Hit FUNd Program UpPdate .........occeieiieiiiieicieee ettt ettt e e ettee e e ette e e e enee e e e svaeeeeeanes Peraza

4. Tax Credit Committee (Tuesday, March 26 — 10:30 a.m.) (Tab #7) c...coveeeriiirieeciiireec e rreee e eeee, Tully

* a. 2019 Multifamily Tax-Exempt Bond Authority Program Waiver Request .........ccccecveeecvveerveennne. Yandell
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Tennessee Housing Development Agency

Andrew Jackson Building Third Floor
502 Deaderick St., Nashville, TN 37243

Bill Lee Ralph M. Perrey
Governor Executive Director
TO: THDA Board of Directors

FROM: Ralph M. Perrey, Executive Director

DATE: March 19, 2019

SUBJ: THDA Board of Directors Meeting

THDA Board Members —

We look forward to seeing you at our meeting on March 26. The agenda is relatively light but
several action items of note await your review:

Authorization of Issue 2019-2 and its accompanying Reimbursement Resolution. We have
already committed over $80 million against Issue 2019-1, which closed on March 21, and so ask
your authorization for the sale of up to $200 million in bonds for Issue 2019-2. Full information
may be found behind the Bond Finance Committee tab, and please note that Bond Finance will
meet on Monday March 25.

Lending Committee will also take up our proposal to transfer $4 million in Hardest Hit Funds
from the Blight Eradication Program to our Down Payment Assistance Program, subject to
approval from the US Department of Treasury. The committee will also review an adjustment
to the New Start program concerning house price limits in high cost areas of the state; we allow
a higher home value but do NOT increase the amount of New Start funding that may be
committed to the borrower.

Grants Committee will take up the Building Trades Demonstration Project grant that we
mentioned in our January meeting. That information will follow shortly under separate cover.
Grants Committee will also consider several grant extension requests and the annual program
submission required by the US Department of Energy for the Weatherization Assistance
Program.

The Tax Credit Committee slate is light this month, with only one multifamily bond program
waiver request before you.

Please feel free to contact me if you have questions about any item in your board packet. Let Cindy
Ripley know if we can assistant with your travel and meeting logistics. See you on the 26,

THDA.org - (615) 815-2200 - Toll Free: 800-228-THDA
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10 Years 15 Years
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THDA Hire Date: April 1, 2009 THDA Hire Date: May 9, 2004
15 Years 25 Years

D tosia Hlarois Totrr Fordins
S8RA Specialist Central Office-Floater Rental Assistance Specialist

Section 8 Rental Assistance Section 8 Rental Assistance

THDA Hire Date: September 10, 2018 THDA Hire Date: February 15. 1994
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Tennessee Housing Development Agency
Bond Finance Committee

March 25, 2019
2:00 P.M. Central Time

o A~ w e

AGENDA
Call 1O OFUEY ... Wilson
Approval of minutes from February 12, 2019, MEting ........cccevveveriiervereiieseere e Wilson
1SSUE 2019-2 AULNOTIZATION ....eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee et e e e e eeeeeeeeeeenennnenens Miller
Issue 2019-2 Reimbursement RESOIULION .......covieeeeeeeeee e Miller
N |10 ¢ o ST RRROP Wilson
LOCATION COMMITTEE MEMBERS
Conference Room G-11 Kim Grant Brown, Chair
State Capitol, Ground Floor Secretary Tre Hargett
Nashville, Tennessee 37243 Treasurer David Lillard

Commissioner Stuart McWhorter
Comptroller Justin Wilson






TENNESSEE HOUSING DEVELOPMENT AGENCY
BOND FINANCE COMMITTEE
February 12, 2019

Pursuant to the call of the Chairman, the Bond Finance Committee of the Tennessee Housing
Development Agency Board of Directors (the “Committee”) met on Tuesday, February 12, 2019, at
4:30 P.M. in Room G-11, State Capitol, Nashville, Tennessee. The following members were present:
Jonathan Rummel (for Secretary of State Tre Hargett), Treasurer David Lillard, and Comptroller Justin
Wilson (Secretary). Kim Grant Brown (Chair) and Samantha Wilson (for Commissioner of Finance &
Administration Stuart McWhorter) participated by conference call.

At the request of Chair Brown, Comptroller Wilson chaired the meeting. Comptroller Wilson noted
a physical quorum was present and called the meeting to order. He asked for a motion to approve the
minutes of the November 9, 2018, meeting. Upon motion by Treasurer Lillard, second by Mr..Rummel,
and with the following roll call vote, the motion carried to approve the November 9, 2018, minutes:

Chair Brown: Yes
Mr. Rummel for Secretary Hargett: Yes
Treasurer Lillard: Yes
Ms. Wilson for Commissioner- McWhorter: Yes
Comptroller Wilson: Yes

Comptroller Wilson indicated the next item for consideration was the sale of Issue 2019-1 Bonds.
Lynn Miller, THDA Chief Legal Counsel, presented the following documents that were circulated for the
Committee’s consideration:

= Memo from CSG Advisors Incorporated (“CSG”), financial advisor for THDA, dated
February 12, 2019, recommending approval of the described pricing for Issue 2019-1.

= Resolution of the Bond Finance Committee approving the issuance and sale of Issue 2019-1
(Non-AMT) in the aggregate principal amount of $175,000,000 (the “Award Resolution”).
The following documents were attached/to the Award Resolution as exhibits and were
incorporated by reference:

o] Bond Purchase Agreement for the sale of Issue 2019-1 Bonds to the underwriting
syndicate, led by RBC Capital Markets, LLC (“RBC”), the bookrunning senior
manager;

(o] Supplemental Resolution for the Issue 2019-1 Bonds; and

Final Bond Maturity Schedule showing the maturities and interest rates for the
Issue 2019-1 Bonds.

Tim Rittenhouse and David Jones, from CSG, who participated by conference call, provided an
overview of the bond sale. Mr. Jones indicated that although the market in general was slightly higher, the
retail order period was successful, with over $84 million in Tennessee and national retail orders. He noted
that with a nearly full subscription for the serial bonds, few retail orders for the term bonds, and a heavy
week for housing issues, RBC recommended accelerating into an institutional order period for a one-day
sale. Following a conference call discussion, THDA, the Comptroller’s Office, and CSG agreed. Mr. Jones
noted that the $50 million PAC bond was 3% times oversubscribed, which allowed RBC to lower the bond
yield by two basis points. He further noted that the 2034 term bond and the 2039 term bond were almost
two times over-subscribed. He explained that the 2044 term bond had a large unsold balance that RBC
recommended splitting into two pieces with $8.2 million at a yield of 3.85%, for which orders had already
been received, and the remainder of the unsold bonds offered at a premium with a yield of 3.90%. Following



a conference call discussion, THDA, the Comptroller’s Office, and CSG concurred with the
recommendation to accelerate, considering the less favorable market tone and the upward movement in
MMD levels. Mr. Jones added that serial bonds were extended beyond ten years which also lowered the
total interest cost for the bond transaction and helped create more zeros for THDA than had been previously
forecasted. He indicated that CSG recommended approval of the pricing. Mr. Rittenhouse noted that the
THDA sale was competitive with three AAA-rated housing bond issues that priced the prior week, both in
terms of absolute rates and spreads to the MMD.

Upon motion by Comptroller Wilson, second by Treasurer Lillard, and with the following roll call
vote, the motion carried to approve the Award Resolution:

Chair Brown: Yes
Mr. Rummel for Secretary Hargett: Yes
Treasurer Lillard: Yes
Ms. Wilson for Commissioner McWhorter: Yes
Comptroller Wilson: Yes

There being no further business, Comptroller Wilson adjourned the meeting.

Respectfully submitted,

Assistant Secretary

Approved this 25" day of March, 2019.



Tennessee Housing Development Agency

Andrew Jackson Building, Third Floor
502 Deaderick Street, Nashville, TN 37243

Bill Lee Ralph M. Perrey
Governor Executive Director
MEMORANDUM
DATE: March 19, 2019
TO: THDA Bond Finance Committee and Board
FROM: Lynn Miller [\
Chief Legal Counsel

SUBJECT: Authorization of General Residential Finance Program Bonds, Issue 2019-2

DOCUMENTS FOR BOND FINANCE COMMITTEE CONSIDERATION

Attached please find the following documents in connection with the requested authorization of the next
THDA bond issue, Issue 2019-2:

1. Memo from CSG Advisors Incorporated (“CSG”) recommending authorization in the maximum
principal amount of $200 million for a bond issue under the General Residential Finance Program
Bond Resolution adopted in 2013, including authorization of a new money component and a
refinancing component (refunding of Issue 2010-A currently outstanding under the THDA 2009
General Resolution). Staff expects this bond issue to be priced in early June 2019, with closing in
late June 2019, depending on THDA loan production. The final size and structure will be
determined by the Bond Finance Committee closer to pricing.

2. THDA Plan of Financing for Issue 2019-2 Residential Finance Program Bonds, which the Bond
Finance Committee will be asked to approve.

3. Resolution of the Board of Directors of the Tennessee Housing Development Agency Authorizing
the Issuance and Sale of Residential Finance Program Bonds, Issue 2019-2, which includes the
form of Series Resolution for Issue 2019-2 and which authorizes the referenced bond issue and
delegates authority to the Bond Finance Committee to determine all final terms and conditions. The
Bond Finance Committee will be asked to recommend this resolution and the transaction to the
THDA Board of Directors.

4. Resolution of the Board of Directors of the Tennessee Housing Development Agency Authorizing

Reimbursement of THDA from Proceeds of Issue 2019-2 in an amount not to exceed $60 million.
The Bond Finance Committee will be asked to recommend this resolution to the Board of Directors.

THDA.org — (615) 816-1200 — Toll Free: 800-228-THDA



Bond Finance Committee
March 19, 2019
Page 2

COMPLIANCE WITH THDA DEBT MANAGEMENT POLICY

Issue 2019-2 complies with the Tennessee Housing Development Agency Debt Management Policy
adopted on November 28, 2011, as amended (the “Debt Management Policy”). In particular, Issue 2019-2
complies with the Debt Management Policy as follows:

Part III - by allowing THDA “...to maintain a steadily available supply of funds to finance its
mortgage loan programs at cost levels that provide competitive, fixed interest rate mortgage loans
that benefit low and moderate income families, while maintaining or improving THDA’s overall
financial strength and flexibility...”

Part VIII - the issuance of this debt will not cause THDA to exceed the statutory debt limit contained
in TCA Section 13-23-121.

Part X - the factors and items listed to be considered in planning, structuring and executing a bond
issue have been and will be considered as planning, structuring and executing this bond issue moves
forward.

Part XIV - serial bonds, terms bonds and PAC bonds are being considered for the structure of the
bond issue.

Parts XV — authorization of a potential refunding component is expected to result in present value
savings and will further THDA program objectives of providing competitive, fixed interest rate
mortgage loans that benefit low and moderate income families.

Parts XVIII, XIX, XX and XXI are not applicable as authorization requested for Issue 2019-2 does
not include interest rate and forward purchase agreements, conduit debt, or variable rate debt.

BOOKRUNNING SENIOR MANAGER

In connection with the appointment of the underwriting team in January 2018, the Bond Finance Committee
elected to move from a strict rotation to a “soft” rotation for the selection of the senior bookrunning
manager. The Bond Finance Committee retained the option of changing the order based on an analysis of
performance on the immediately preceding THDA bond issue.

The CSG memo referenced in #1 above includes an analysis of and recommendation for senior bookrunning
manager. Based on the CSG recommendation, THDA staff recommends that Citigroup Global Markets Inc.
(“Citigroup™), be appointed as the bookrunning senior manager for Issue 2019-2.

ROTATING CO-MANAGER

Based on the CSG recommendation, THDA staff recommends that selling group member Wiley Brothers-
Aintree Capital, LLC be appointed to serve as rotating co-manager for Issue 2019-2 based on their
performance, as described by CSG, on Issue 2019-1.

SELLING GROUP

Duncan-Williams, Inc.

FTN Financial

J.J.B. Hilliard, W.L. Lyons, LLC
Robert W. Baird

LEM/ds
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MEMORANDUM
TO: THDA Board of Directors and THDA Bond Finance Committee
FROM: Tim Rittenhouse, David Jones, Mark Kaveny & Eric Olson

SUBJECT: Bond Issue Authorization Recommendation
RE: Residential Finance Program Bonds, Issue 2019-2

DATE: March 14, 2019

Executive Summary

e CSG recommends that the THDA Board of Directors and THDA Bond Finance Committee
authorize a $200 million Issue 2019-2 under the Residential Housing Finance Program Bond
General Resolution, including approximately $192.15 million of new money bonds to fund
THDA’s mortgage loan pipeline and $7.85 million of bonds to refund Issue 2010-A. The exact
issue size will be evaluated closer to the bond sale, based on THDA’s pipeline and interest rates
at the time.

o Staff projects making mortgage loan commitments against Issue 2019-2 beginning in May, with
the plan to use available internal funds to warehouse loans before closing Issue 2019-2.

e Issue 2019-2 is expected to be sold in June for a closing in late June, providing funding for
production into late summer 2019.

e Issue 2019-2 is expected to include bonds to refund THDA’s outstanding Issue 2010-A bonds,
modestly lowering the overall bond yield, maintaining current mortgage loan rates to THDA’s
borrowers, increasing THDA’s earning spread, and potentially reducing the amount of zeros
needed from THDA'’s stockpile of zeros. Alternative structures will be analyzed and presented
closer to pricing.

o For Issue 2019-2, CSG recommends Citigroup as book-running senior manager and Wiley
Brothers - Aintree as the selling group manager to be elevated to co-manager (see Appendix A
for our Underwriter Recommendation Memao).

2 CRAMPTON ROAD, BRONXVILLE, NY 10708 | (914) 961-0003 | TRITTENHOUSE@CSGADVISORS.COM AND
41 PERIMETER CENTER EAST, ATLANTA, GA 30346 | (678) 319-1911 | DJONES@CSGADVISORS.COM




THDA RFPB Issue 2019-2 Bond Issue Authorization Recommendation
CSG Advisors Incorporated
March 14, 2019

Current Market Conditions

Since THDA's Issue 2019-1 bond sale on February 12, 2019, when the 10-year US Treasury bond closed
at 2.68% and the 30-year treasury yielded 3.02%, interest rates gradually increased by up to 0.10% but in
the last two weeks returned to similar levels. At the close of business on Wednesday, March 13" the 10-
and 30-year treasuries stood at 2.63% and 3.04%, respectively. High-quality tax-exempt Municipal Market
Data Index (“MMD?) yields as of the close of business on Wednesday saw 10- and 30-year yields at 2.05%
and 2.87%, 0.07% and 0.14% lower, respectively, than when Issue 2019-1 priced.

Given weakness in the global economy, particularly in China and Europe, domestic activity has been fair
but somewhat tempered in recent months. The Federal Reserve’s change in posture to more of a neutral
stance on monetary policy — reflected in less likelihood of aggressive interest rate increases and a slower
pace in unwinding its vast bond holdings — has depressed interest rates across the yield curve throughout
2019. As for municipal bonds, modest supply and greater demand from retail and institutional investors
has helped attract year-to-date net investment into muni bond funds of $13.0 billion (more than twice the
pace of inflows as over the same period last year).

Background

On February 12, 2019, THDA priced its Residential Finance Program Bonds, Issue 2019-1 in the amount
of $175 million to be used to purchase new mortgage loans. As of the closing date for Issue 2019-1 on
March 21, 2019, approximately $60 million of loans were purchased with Issue 2019-1 proceeds.

When the Issue 2019-1 proceeds are exhausted (expected by mid-May), THDA will begin to purchase
mortgage loans using available THDA funds, expecting that such advances will be reimbursed with
proceeds of Issue 2019-2. Based on current projections, staff expects THDA has sufficient available funds
on hand to continue purchasing mortgage loans through the anticipated closing of Issue 2019-2 in late-June,
when additional bond funds likely will be needed.

THDA'’s outstanding Housing Finance Program Bonds, Issue 2010-A will become optionally redeemable
at par on July 1, 2019 (with an expected outstanding amount of no more than $7.85 million). These bonds
may be refunded by Issue 2019-2 anytime up to 90 days prior to July 1, 2019 under a common plan of
finance with the “new money” portion of the Issue 2019-2 transaction. As shown under the ‘Refunding No
PAC’ Scenario of Exhibit A, a refunding of the Issue 2010-A bonds would result in estimated net present
value savings after costs of issuance and negative reinvestment spreads as follows:



THDA RFPB Issue 2019-2 Bond Issue Authorization Recommendation
CSG Advisors Incorporated
March 14, 2019

THDA’s Economic Savings as a Result of Refunding:

Loan Prepayment Speed Estimated NPV Savings
100% FHA* $0.31 million  (3.9%)
200% PSA $0.25 million  (3.2%)
300% PSA $0.18 million  (2.3%)

- Percentages in parentheses are of refunding bonds issued.

- Issue 2010-A was a frontloaded maturity structure with over-collateralization therefore no PAC refunding
scenario was analyzed because No PAC and PAC refunding comparisons were substantially similar.

- The Issue 2010-A loans experienced a weighted average prepayment speed over the last 8 months of 274% PSA.

- As prepayment speeds increase, the economic savings to THDA decreases, since faster prepayments reduce the
period of time during which THDA earns the interest spread between the mortgage rate on the loans and the
average interest rate on the bonds.

* 100% FHA is listed as it is most commonly the prepayment measure used in determining tax yield spread for tax-

exempt bond-financed mortgage loans. 100% FHA is approximately equivalent to 115% PSA prepayments.

There are several effects of including the refunding in the proposed new transaction:

1) Although the estimated economic savings of a refunding reflects only a marginal improvement
as shown above, this is in part due to the short duration of the remaining bonds outstanding, as
well as significant overcollateralization (> $13 million) built up within Issue 2010-A. With
such a large amount of overcollateralization, the bonds payoff quite quickly if no action is
taken, reducing the perceived economic savings of a refunding.  Nevertheless, the
overcollateralization coupled with the reduction in bond coupons as a result of a refunding
allows THDA flexibility to maintain current mortgage loan interest rates or adjust mortgage
loan interest rates lower than would otherwise be possible without contributions of additional
zeros, accepting a lower spread, or some other form of subsidy;

2) The shorter average life of the transferred mortgage loan portfolio accelerates the repayment
of the bonds and lowers bond interest costs on the new issue;

3) The refunding bonds remove the state moral obligation from the prior bonds.

Proposed Sizing and Structure for Issue 2019-2

Authorizing a bond issue of not to exceed $200 million would allow THDA to refund up to $7.85 million
of Issue 2010-A bonds that are optionally redeemable, as well as to continue purchasing mortgage loans
through the summer of 2019 with a determined cost of funds throughout that time. The ultimate size of the
issue will depend on mortgage loan demand until pricing, interest rates, and also an assessment of the effect
of a large issue on negative reinvestment costs. (The cost of investing bond proceeds at lower interest rates
than the bond rate before such proceeds can be used to purchase mortgage loans.) This year’s rise in short-
term interest rates reinvestment costs have become much less expensive.

Based on current market conditions and investor appetite, structuring Issue 2019-2 to include planned
amortization class bonds (“PACs”) to be sold at a premium will significantly lower the issue’s bond yield.
PACs are often priced at a premium and most commonly designed with an expected five-year average life,
assuming future prepayment speeds over a broad range. Prepayments up to 100% PSA would be directed
first to redeeming the PACs until they are completely retired. Due to the projected short and stable average
life and the high coupon on the PACs, institutional investors accept much lower yields than for conventional
term bonds with similar maturities.

A possible concern with the use of PACs is that actual prepayments could occur at a sustained speed below
100% PSA, causing the PACs to remain outstanding longer than projected and potentially extending the
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CSG Advisors Incorporated
March 14, 2019

period during which THDA would pay the high coupon on these bonds. However, THDA’s average
historical prepayment speed is greater than 150% PSA. Also, if the actual sustained prepayment speed is
less than 1009% PSA, at its option THDA could choose to redeem the PACs up to the 100% PSA experience
threshold with other available funds in order to maintain the short average life of the PACs.

Three alternative bond structures are shown in Exhibit A. In each case after calculating an estimated bond
yield, the spread for tax compliance purposes between the mortgage yield and the bond yield was
determined. Then, the amount of zero participation loans needed to bring the issue up to the maximum
allowable tax spread of 1.125% was computed, based on current bond interest rates and THDA'’s current
mortgage rates.

e Scenario 1 shows a level-debt issue with no PAC bonds or refunding component. The spread for
tax purposes is 1.18%. $2.9 million in zeros would be created to reduce the issue to the 1.125%
spread limitation. This is a viable structure but not as efficient as scenarios 2 & 3, below.

e Scenario 2 includes non-AMT PAC bonds. The lower yield on the PAC reduces the overall bond
yield by 0.17% and would result in a spread for tax purposes of 1.349%. $10.3 million in zeros
would be created to bring the issue within the 1.125% spread limitation.

e Scenario 3 includes an estimated $7.85 million of proceeds to refund Issue 2010-A, in addition to
new proceeds of $192.15 million. As with Scenario 2, the structure incorporates non-AMT PAC
bonds. Since the refunding allows for additional bonds structured earlier in the maturity schedule
higher yielding transferred collateral, as well as overcollateralization, the tax law yield spread rises
to 1.454%, and the issue is projected to create $14.9 million in zeros in order to achieve the full
1.125% spread.

It should be noted that THDA has accumulated approximately $88 million in zeros that can be used to
subsidize new bond issues such as Issue 2019-2. Each of the scenarios summarized above and listed in
Exhibit B assume that THDA continues lending at interest rates of 4.875% and 4.375% for its Great Choice
and Brave Choice loan programs, respectively. If THDA decided to modestly decrease its mortgages rates,
less zeros would be expected to be created.

As the financing is developed, production needs are refined, and the proposed pricing date approaches,
CSG will continue to evaluate the benefits of including PACs and other premium or discount bonds, or
super-sinker bonds to evaluate if further refinement of the structure could offer an improvement in the
pricing of Issue 2019-2.

Issuing the 2019-2 bonds under the 2013 General Resolution will avoid a state moral obligation pledge on
such bonds.

Method of Sale

In the current market for housing bonds THDA will continue to benefit from offering its bonds via
negotiated sale, rather than by competitive bid. Factors favoring a negotiated sale include:

Retail Sales / In-State Selling Group — THDA has enjoyed strong demand for its bonds among Tennessee
retail investors with retail buyers often helping to set prices for institutions. Underwriting syndicate
members with strong in-state marketing and distribution networks for bonds to retail investors have been
an important component of support for THDA’s issues. Bonds not subject to the AMT are expected to
continue to appeal to retail investors. The presence of selling group members, who only earn a fee on bonds
they sell, helps assure that competitive forces work in THDA'’s interest during a negotiated sale. When
bonds are sold via competitive bid, the winning bidder has little time or incentive to market bonds to retail
investors or to involve smaller Tennessee-based broker-dealers. Compared to offerings with little retail

4
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participation, interest rate savings on bonds sold principally to retail investors often amount to 0.05%.
THDA’s practice of elevating a top-performing member of the selling group to co-manager status on the
next offering has reinforced retail support.

Market Volatility — A competitively bid bond issue requires that the timing and, to a significant extent, the
final bond structure be established well in advance of the bid date. Continued market volatility and low
housing bond volumes make it unlikely THDA could structure its bonds to obtain the lowest possible cost
of debt in advance of pricing. A negotiated sale provides flexibility to price on shorter notice, to adjust the
bond structure through the pricing period in response to market factors and investor indications, or to delay
or accelerate the pricing as conditions warrant.

Complexity and Credit — While investors are familiar with bonds issued by housing finance agencies, a
negotiated sale provides greater opportunity to communicate with investors about the more complex
structure, program experience, and the credit features of THDA'’s bonds.

Bond Structure — Though Issue 2019-2 is expected to be relatively straightforward for a traditional housing
bond, it may be desirable to make changes to the structure close to the time of the bond sale in order to cater
to the interests of certain investors, such as those interested in the PACs, include additional maturities or
features, or use bonds priced at a premium or discount. A negotiated sale facilitates greater flexibility to
make structural changes, as reflected in THDA’s offerings in the last year in which negotiated long-dated
serial bonds allowed THDA to realize savings versus the higher cost of an intermediate term bond.

Pricing Oversight — THDA'’s policies and practices for negotiated bond sales — including the review of co-
manager price views, consensus scales, comparable pricings, historic and current spreads, other current
market data, and concurrent monitoring by the Office of State and Local Finance and CSG - provide THDA
with the basis for confirming that its bonds are priced fairly at time of sale. In advance of the offering CSG
also provides a pre-pricing memo with information related to general bond market conditions, the housing
bond market, and projected interest rate levels based on recent housing bond issues, previous THDA
offerings, pending statistical releases, and candid discussions with uninvolved third-party underwriting
desks. In order to manage incentives for the syndicate members and investors, CSG also advises on
syndicate rules and procedures, proposed holdbacks of specific maturities, and allotments of bonds.
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Recommendations

CSG Advisors recommends that the THDA Board of Directors and THDA Bond Finance Committee:

e Authorize the issuance and sale of Residential Finance Program Bonds, Issue 2019-2 with a par
amount not to exceed $200 million;
e Delegate to the Bond Finance Committee the authority to:
0 Set the principal amount of Issue 2019-2, with the aggregate size of Issue 2019-2 not to exceed
$200 million;
o0 Establish the structure, sub-series, terms, and pricing schedule of Issue 2019-2;
0 Approve long and shorter maturity bonds in any combination of fixed rate bonds not to exceed
a maturity of 32 years; and
0 Refund any combination of bonds that are optionally callable on July 1, 2019, based upon
projected economic benefits under market conditions at the time of sale.
e Based on current market conditions and for the reasons described above, authorize Issue 2018-4 via
a negotiated sale.
e Underwriter recommendation (see Appendix A for our complete Underwriter Recommendation
memo):
o In view of the continuing value Citigroup has provided as a member of the syndicate, we
recommend that Citigroup serve as book-running senior manager for Issue 2019-2.

Further analysis and recommendations about final size, structure, use of zero participations or collateral,
and other factors should be made closer to the time of sale.




Exhibit A (Issue 2010-A)

Economic Refunding Analysis - With All Benefit Reflected in PV Savings

Interest Rates as of March 12, 2019

General Information
Optional Redemption Date
Potential Bond Defeasance Date

Amount of Refunded Bonds Outstanding on May 1, 2019:

AMT:
Non-AMT:
Total:

Weighted Average Coupon of Refunded Bonds
Weighted Average Coupon of Refunding Bonds
Reduction in Bond Coupon

Tax Law Yields of Bonds to be Refunded at Issuance
Mortgage Yield
Bond Yield
Yield Spread

Tax Law Yields on 7/11/19
Mortgage Yield

Yield of Bonds to be Refunded
Projected Spread: As Is

Refunding Bond Yield
Projected Spread: If Refunded

Benefit of Refunding (total)
Gross Present Value Savings @ 100% FHA
Less: Optional Redemption Premium
Less: Negative Arbitrage
Less: Costs of Issuance
Net Present Value Savings @ 100% FHA
Net Present Value Savings as a Percent of Bonds

Net Present Value Savings @ 200% PSA
Net Present Value Savings as a Percent of Bonds

Net Present Value Savings @ 300% PSA
Net Present Value Savings as a Percent of Bonds

Issue 2010-A
2010-A "As Is" | Refunding No PAC
7/1/2019 7/1/2019
6/30/2019 6/30/2019
7,850,000 7,850,000
7,850,000 7,850,000
4.437% 4.437%
n/a 2.744%
n/a 1.692%
4.970% 4.970%
3.846% 3.846%
1.123% 1.123%
5.246% 5.246%
4.146% 4.146%
1.100% 1.100%
n/a 1.883%
N/A 3.362%
- 385,683
- (967)
- (78,500)
- 306,216
n/a 3.9%
- 251,387
0.0% 3.2%
- 183,046
0.0% 2.3%







Exhibit B

Preliminary Structuring Analysis
Interest Rates as of March 12, 2019

Structuring Scenario
Including PAC Bonds

Including Refunding of 2010-A $7,850,000

Issue Amounts

New Money Non-AMT
Refunding of 2010-A Non-AMT
TOTAL
Bond Structure
Serials 2020-2032 Non-AMT
Term 2034 Non-AMT
Term 2039 Non-AMT
Term 2044 Non-AMT
Term 2049 Non-AMT
Term 2050 PAC Non-AMT

Yields
Mortgage Yield (1)
Bond Yield
Yield Spread (assuming no zeros)

Zero Percent Loans (Needed) / Created

Yield Spread After Zero Participations

Coupon / Yield

1.60 - 3.20
3.350
3.650
3.850
3.950

4.25/2.45

%
%
%
%
%
%

Scenario 1 Scenario 2 Scenario 3
All New Money / All New Money / New Money /
No PAC With PAC Refunding / PAC

No Yes Yes

No No Yes
200,000,000 200,000,000 192,150,000
- - 7,850,000
200,000,000 200,000,000 200,000,000
63,640,000 36,305,000 43,615,000
12,160,000 7,485,000 8,475,000
34,320,000 21,885,000 24,845,000
40,835,000 27,510,000 27,220,000
49,045,000 35,315,000 21,345,000
- 71,500,000 74,500,000
200,000,000 200,000,000 200,000,000
4.680 4.680 % 4.688
3.501 3.331 % 3.234
1.180 1.349 1.454
2,900,000 10,300,000 14,900,000
1.125 1.125 % 1.125

(1) Based on projected Transferred Loans, Great Choice Loans @ 4.875% & Brave Choice Loans @ 4.375% with 5.00% 2nd lien

downpayment / closing cost assistance loans.

%
%

%






Exhibit B - Supplement

Preliminary Structuring Analysis
Interest Rates as of March 12, 2019

Note: All references to mortgage rates refer to the mortgage rate on Great Choice loans

Structuring Scenario
Including PAC Bonds
Including Refunding of 2010-A $7,850,000

Bond Yields

Mortgage Rates and Zero Percent Loans Needed
A Mortgage Rate on New Money Mortgages

Mortgage Yield (1)(2)
Yield Spread

Zero Percent Loans (Needed) / Created for Full Spread
B Mortgage Rate on New Money Mortgages to Reduce
Zeros by 50%

Mortgage Yield reflecting (Needed) / Created Zeros
Yield Spread

Zero Percent Loans (Needed) / Created for Full Spread

C Mortgage Rate on New Money Mortgages to Reduce
Zeros by 100%

Mortgage Yield reflecting (Needed) / Created Zeros
Yield Spread

Zero Percent Loans (Needed) / Created for Full Spread

Scenario 1 Scenario 2 Scenario 3
All New Money / All New Money / New Money /
No PAC With PAC Refunding / PAC
No Yes Yes
No No Yes
3.501 % 3.331 % 3.234
4.875 % 4.875 % 4.875
4.680 % 4.680 % 4.688
1.180 1.349 1.454
2,900,000 10,300,000 14,900,000
4.840 % 4.740 % 4.680
4.626 % 4.456 % 4.359
1.125 1.125 1.125
1,450,000 5,150,000 7,450,000
4.810 % 4.625 % 4.500
4.626 % 4.456 % 4.359
1.125 1.125 1.125

(1) Based on projected Transferred Loans, Great Choice Loans @ 4.875% & Brave Choice Loans @ 4.375% with 5.00% 2nd lien

downpayment / closing cost assistance loans.

(2) Scenario 3 Mortgage Yield includes the projected transferred loans from 2010-A

%

%

%

%

%

%
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APPENDIX A:
ISSUE 2019-2 UNDERWRITER RECOMMENDATION MEMO






CSG |adVvISOrs

Atlanta ¢ Los Angeles « New Jersey » New York ¢ San Francisco

MEMORANDUM
TO: THDA Bond Finance Committee, Office of State and Local Finance, and THDA
FROM: David Jones, Tim Rittenhouse, Mark Kaveny, and Eric Olson

SUBJECT: Underwriter Recommendation
Residential Finance Program Bonds, Issue 2019-2

DATE: March 14, 2019

Background

In January 2018, THDA'’s Bond Finance Committee selected a new underwriting team consisting of three
(3) senior managers: Citigroup Global Markets, Inc., Raymond James, and RBC Capital Markets; three
(3) co-managers: J.P. Morgan, Wells Fargo Securities, and a third rotating co-manager position to be held
by a selling group member based on performance in the prior bond issue.

Elevated Selling Group Member

Excluding the standing THDA managers, the following table shows the retail performance of each selling

group member for Issue 2019-1, for which Wiley Bros. — Aintree Capital acted as the third co-manager
based on its performance on Issue 2018-4:

TABLE 1: RETAIL ORDERS AND ALLOTMENTS BY MEMBER: ISSUE 2019-1

(thousands)
Member Retail Orders Final Allotments
Wiley Bros.-Aintree $6,435 $6,150
Hilliard Lyons 1,960 1,960
RW Baird 1,025 1,000
Duncan-Williams 300 0
FTN Financial 0 0
TOTAL 9,720 $9,110

Whether based on final allotments or retail orders, Wiley Bros. - Aintree Capital qualified as the selling
group member to be elevated to co-manager for THDA'’s Issue 2019-2.

2 CRAMPTON ROAD, BRONXVILLE, NY 10708 | (914) 961-0003 | TRITTENHOUSE@CSGADVISORS.COM AND
41 PERIMETER CENTER EAST, SUITE 615, ATLANTA, GA 30346 | (678) 319-1911 | DJONES@CSGADVISORS.COM




THDA RFPB lIssue 2019-2 Underwriter Recommendation Memo
CSG Advisors Incorporated
March 14, 2019

Book-Running Senior Manager

Rather than select the book-running senior manager based on a simple rotation, according to the latest
underwriter selection by the Bond Finance Committee, the book-running senior manager will be selected
from among the two firms who did not serve as the senior book-running manager on the last issuance,
based on criteria as determined by the Bond Finance Committee in consultation with the Comptroller’s
Office and CSG. As always, THDA reserves the right to adjust the rotation or the factors to be
considered at any time and for any reason. Measures of a senior manager’s performance include but are
not limited to the following primarily qualitative characteristics:

Bond distribution performance,
Pricing aggressiveness,
Ultimate execution of the sale,
Flexibility,

Ability to attract new investors,

Secondary market support,

Idea generation,

Syndicate management, and
Willingness to underwrite unsold bonds.

Citigroup continues to perform very well when selected as the book-running senior manager, evidenced
by aggressive preliminary pricing of Issue 2018-3, the last issue Citigroup senior-managed for THDA.
When senior managing prior issues, the firm has shown a willingness to work the order book diligently,
price bonds aggressively, and underwrite unsold bonds when necessary. Citi has senior managed several
issues for other HFAs in recent months (CT, OH, and ME the most recent) and continues to successfully
manage and achieve good pricing results for other clients, even when investors for long-term housing
bonds are less numerous than other times in the market.

Given their continued performance, we recommend that Citigroup serve as book-running senior manager
for Issue 2019-2.

TABLE 2: BOOK-RUNNING SENIOR MANAGERS, RECENT BOND ISSUES

Amount of Par Bonds
Bond Issue Issued ($ millions) Book-Running Senior Manager
Issue 2018-1 $ 99.9 Raymond James
Issue 2018-2 160.0 RBC Capital Markets
Issue 2018-3 149.9 Citigroup Global Markets
Issue 2018-4 225.0 Raymond James
Issue 2019-1 175.0 RBC Capital Markets

A summary of the orders and final allotments for each of the last three bond issues is provided as Exhibit
1.

Page 2 of 3
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EXHIBIT 1: SUMMARY OF FINAL ORDERS AND ALLOTMENTS,

LAST THREE (3) BOND ISSUES

Page 3 of 3






THDA UNDERWRITER PERFORMANCE SUMMARY -- 2018-3, 2018-4, and 2019-1

2018-3 (Citi lead, Hilliard co)

2018-4 (RJ lead, Hilliard co)

2019-1 (RBC lead, Wiley co)

Combined 2018-3 & 4, 2019-1

149,900,000 225,000,000 175,000,000 549,900,000
Orders Allotments Orders Allotments Orders Allotments Orders Allotments
Citigroup*
Tennessee Retail 11,655 7,275 505 250 70 70 12,230 7,595
National Retail 14,300 4,100 4,290 2,020 1,220 895 19,810 7,015
Net Designated 342,535 107,600 2,815 700 0 0 345,350 108,300
Member 0 8,735 28,890 815 25,020 150 53,910 9,700
Total 368,490 127,710 36,500 3,785 26,310 1,115 431,300 132,610
Raymond James
Tennessee Retail 8,575 6,580 44,990 35,385 6,025 5,875 59,590 47,840
National Retail 3,640 2,145 12,675 2,845 2,375 1,975 18,690 6,965
Net Designated 3,000 400 453,785 169,220 0 0 456,785 169,620
Member 20,000 0 350 350 22,140 850 42,490 1,200
Total 35,215 9,125 511,800 207,800 30,540 8,700 577,555 225,625
RBC Capital Markets
Tennessee Retail 0 0 35 35 23,625 22,855 23,660 22,890
National Retail 2,200 845 1,545 995 39,465 10,720 43,210 12,560
Net Designated 0 0 0 0 288,590 104,540 288,590 104,540
Member 21,000 0 43,215 0 0 0 64,215 0
Total 23,200 845 44,795 1,030 351,680 138,115 419,675 139,990
J.P. Morgan
Tennessee Retail 575 350 275 75 480 480 1,330 905
National Retail 3,125 1,690 2,480 475 1,020 920 6,625 3,085
Net Designated 0 0 0 0 1,000 1,000 1,000 1,000
Member 10,000 0 10,000 0 11,000 0 31,000 0
Total 13,700 2,040 12,755 550 13,500 2,400 39,955 4,990
Wells Fargo
Tennessee Retail 1,225 950 0 0 400 400 1,625 1,350
National Retail 4,910 1,880 2,170 1,575 890 785 7,970 4,240
Member 30,000 0 113,885 750 51,345 0 195,230 750
Total 36,135 2,830 116,055 2,325 52,635 1,185 204,825 6,340
Duncan-Williams
Tennessee Retail 200 200 1,540 1,540 0 0 1,740 1,740
National Retail 500 300 1,050 0 300 0 1,850 300
Member 500 0 700 250 700 0 1,900 250
Total 1,200 500 3,290 1,790 1,000 0 5,490 2,290
FTN Financial
Tennessee Retail 1,120 795 1,045 760 0 0 2,165 1,555
Member 2,500 0 10,000 0 7,000 0 19,500 0
Total 3,620 795 11,045 760 7,000 0 21,665 1,555
J.J.B. Hilliard
Tennessee Retail 3,710 2,925 3,290 2,815 1,960 1,960 8,960 7,700
Member 1,300 300 600 0 0 0 1,900 300
Total 5,010 3,225 3,890 2,815 1,960 1,960 10,860 8,000
Robert W. Baird & Co.
Tennessee Retail 150 150 0 0 825 825 975 975
National Retail 255 255 295 195 200 175 750 625
Total 405 405 295 195 1,025 1,000 1,725 1,600
Wiley Bros-Aintree
Tennessee Retail 3,290 2,425 5,440 3,950 6,435 6,150 15,165 12,525
Total 3,290 2,425 5,440 3,950 6,435 6,150 15,165 12,525
TOTAL
Tennessee Retail 30,500 21,650 57,120 44,810 39,820 38,615 127,440 105,075
National Retail 28,930 11,215 24,505 8,105 45,470 15,470 98,905 34,790
Net Designated 345,535 108,000 456,600 169,920 289,590 105,540 1,091,725 383,460
Member 85,300 9,035 207,640 2,165 117,205 1,000 410,145 12,200
Total 490,265 149,900 745,865 225,000 492,085 160,625 1,728,215 535,525







TENNESSEE HOUSING DEVELOPMENT AGENCY
PLAN OF FINANCING
RESIDENTIAL FINANCE PROGRAM BONDS, ISSUE 2019-2

Pursuant to TCA Section 13-23-120(e)(4):

AMOUNT:

March 25, 2019

The bonds may be sold in one or more series to be known as
Residential Finance Program Bonds, Issue 2019-2 (the
“Bonds”), to be issued under the General Residential Finance
Program Bond Resolution adopted by THDA on January 29,
2013, as amended (the “General Resolution”).

The aggregate principal amount of the Bonds shall not exceed
$200,000,000. The actual aggregate principal amount shall
be determined by the Bond Finance Committee of the THDA
Board of Directors (the “Bond Finance Committee”) upon the
recommendation of the Financial Advisor, Executive Director,
Assistant Secretary of the Bond Finance Committee and
approved by THDA’s Bond Counsel and may take into account
the following limitations and other factors:

(1)  the amount of Bonds which may be issued pursuant to
the Act and the total amount of bonds outstanding under the
General Resolution; and

(2)  the amount of Bonds which may be issued to refund
bonds or notes outstanding under the General Resolution,
the General Homeownership Program Bond Resolution (the
“1985 Resolution”); or under the General Housing Finance
Resolution (the “2009 Resolution”) to provide economic
savings, additional opportunities for interest rate subsidies with
respect to THDA Program Loans or as a result of prepayments,
proceeds on hand, excess revenues, or maturing principal; and

(3)  the amount of Bonds that may be issued, the proceeds of
which are necessary to reimburse THDA for Program Loans
financed from available THDA funds prior to the availability of
proceeds from the Bonds; and

(4)  the amount of Bonds which may be issued, the proceeds
of which are necessary to meet demand for Program Loans; and

(5) the availability of THDA'’s funds, subject to the review
of the Bond Finance Committee, for the purpose of providing
for the payment of the costs of issuance of the Bonds, paying
capitalized interest with respect to the Bonds, funding the Bond
Reserve Fund, providing additional security for the Bonds, and
achieving a lower rate of interest on the Program Loans; and

(6)  the amount of resources (loans and cash) available under
the 1985 General Resolution to overcollateralize the Bonds, if
needed, to improve yield, reduce the amount of other subsidies
and to increase the program asset debt ratio under the General
Resolution.



APPLICATION
OF PROCEEDS:

DATE, METHOD AND
TERMS OF SALE:

MATURITIES:

BOND INTEREST RATES:

REDEMPTION TERMS:

LOAN INTEREST RATES AND
COST OF ADMINISTRATION:

Proceeds of the Bonds will be applied to (i) redemption
and payment at maturity of certain of THDA’s bonds or notes
outstanding under the 1985 Resolution, and/or the 2009
Resolution; (ii) finance Program Loans by the direct purchase
thereof; and (iii) other uses as specified below in approximately
the following amounts:

90% for single-family first lien mortgage loans,
refinancing outstanding bonds;
8% for bond reserve;
1% for capitalized interest; and
1% for cost of issuance and underwriter’s
discount/fee.

The sale of the Bonds will take place by competitive or
negotiated sale, including private placement, and will occur no
later than July 31, 2019. THDA will prepare for the sale with
the aid of its financial advisor, CSG Advisors Incorporated, and
its bond counsel, Kutak Rock.

The Bonds may be any combination of tax-exempt and/or
taxable long and/or short term serial, term, and/or discounted or
premium bonds as may be determined by the Bond Finance
Committee. The Bonds shall have a maturity not to exceed
34 years from the date of original issuance.

The interest rates on the Bonds shall be fixed long term rates
and shall not result in a net interest cost in excess of 9% per
annum.

The Bonds may be subject to redemption prior to maturity on
such terms as are to be determined by the Bond Finance
Committee.

Unless otherwise permitted under the Internal Revenue Code,
the blended effective interest rate on Program Loans financed
with proceeds of tax-exempt Bonds (including any transferred
loans upon the refunding of any outstanding bonds) will not
exceed 112.5 basis points over the yield on such tax-exempt
bonds, as calculated in accordance with the Internal Revenue
Code, from which all of THDAs costs of administration for the
Bonds may be paid.



RESOLUTION OF THE BOARD OF DIRECTORS
OF THE TENNESSEE HOUSING DEVELOPMENT AGENCY
AUTHORIZING THE ISSUANCE AND SALE OF
RESIDENTIAL FINANCE PROGRAM BONDS, ISSUE 2019-2
March 26, 2019

WHEREAS, pursuant to the Tennessee Housing Development Agency Act (the “Act”), the Bond
Finance Committee of the THDA Board of Directors (the “Committee”), on March 25, 2019, approved a plan
of financing for Residential Finance Program Bonds, Issue 2019-2 (the “Bonds™) in an aggregate par amount
not to exceed $200,000,000 (the “Plan of Financing™); and

WHEREAS, the Plan of Financing provides for the Bonds to be issued as additional series of long
term and/or short term tax-exempt and/or taxable bonds, with fixed interest rates, under the General Residential
Finance Program Bond Resolution adopted by THDA on January 29, 2013, as amended (the “General
Resolution”) and to be sold by competitive or negotiated sale, all at the election of the Committee; and

WHEREAS, THDA on January 29, 2019, adopted a Housing Cost Index, as defined in Section 13-23-
103(7) of the Act, which shows that, as of January 22, 2019, primary housing costs exceed 25% of an average
Tennessee household’s gross monthly income; and

WHEREAS, pursuant to Section 147 of the Internal Revenue Code of 1986, as amended (the “Code”),
THDA must conduct a public hearing regarding the issuance of the Bonds and submit the results of the public
hearing to the Governor of the State of Tennessee for approval; and

WHEREAS, THDA proposes to distribute a preliminary official statement (the “Preliminary Official
Statement™) to prospective purchasers and to make available to the respective purchasers a final official
statement (the “Official Statement”) with respect to the Bonds; and

WHEREAS, the Board wishes to authorize the Committee to proceed with the issuance and sale of the
Bonds to provide funds for THDA’s programs in accordance with the Plan of Financing and this Resolution.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE
TENNESSEE HOUSING DEVELOPMENT AGENCY AS FOLLOWS:

1. The issuance and sale of the Bonds, in an aggregate par amount not to exceed $200,000,000,
with the final terms, all as determined by the Committee, upon the recommendation of THDA'’s Financial
Advisor, the Executive Director and the Secretary of the Committee, with the approval of THDA’s Bond
Counsel, is hereby authorized.

2. The resolution titled “A Supplemental Resolution Authorizing the Sale of Residential Finance
Program Bonds, $ Issue 2019-2A (AMT), and $ Issue 2019-2B (Non-AMT)” (the
“Supplemental Resolution”), in the form attached hereto, is adopted, subject to the provisions contained herein.

3. THDA is authorized and directed to conduct a public hearing prior to the issuance of the
Bonds, to the extent required by the Code, with reasonable public notice and to submit the results of the public
hearing to the Governor to obtain the Governor’s written approval.

4. The Committee is authorized to (a) select the manner of sale; (b) designate multiple series or
sub-series, as needed; (c) designate AMT, non-AMT or taxable components; (d) designate fixed interest rates;
(e) approve a final structure for the Bonds; (f) approve a final principal amount or amounts, not to exceed a
par amount of $200,000,000; (g) authorize bond insurance, if determined necessary; (h) determine all other
final terms of the Bonds, in accordance with this Resolution, the Plan of Financing and the Supplemental
Resolution; (i) approve the final version of the Supplemental Resolution, with such additional changes,
substitutions, deletions, additions, completions or amendments therein as determined by the Committee, upon
the recommendation of the Executive Director or Secretary of the Committee, with the approval of Chief Legal
Counsel of THDA and Bond Counsel, as the Committee shall determine to be necessary or appropriate to



establish the final terms of the Bonds and their manner of sale; and (j) award the Bonds in accordance therewith.
At the discretion of the Committee, the Bonds may include new volume cap and any combination of amounts
needed to refund all or any part of bonds or notes outstanding under the General Resolution, under the General
Homeownership Program Bond Resolution or under the General Housing Finance Resolution, including,
without limitation, to produce proceeds for new mortgage loans or to produce economic savings or
opportunities for interest rate subsidies. In addition, the Committee, at its discretion may elect to transfer
resources from the General Homeownership Program Bond Resolution and/or the General Housing Finance
Resolution to the General Resolution in connection with the issuance of the Bonds upon recommendation of
the Executive Director or Secretary of the Committee with the approval of Bond Counsel, Financial Advisor
and Chief Legal Counsel.

5. The Assistant Secretary of the Committee, with the assistance of Bond Counsel, the Financial
Advisor, and the Executive Director and Chief Legal Counsel of THDA, is authorized to prepare a Preliminary
Official Statement and a final Official Statement for printing and distribution in connection with the issuance
and sale of the Bonds.

6. The Assistant Secretary of the Committee, with the assistance of Bond Counsel and the
Executive Director and Chief Legal Counsel of THDA, is authorized to prepare all documents determined to
be necessary or appropriate for the competitive sale of all or any portion of the Bonds or all documents,
including, without limitation, a purchase agreement in a form appropriate for a negotiated sale, including a
private placement, of all or any portion of the Bonds, as determined to be necessary or appropriate, for a
negotiated sale of all or any portion of the Bonds.

7. The Secretary of the Committee, or the Chair, the Vice Chair, or the Executive Director of
THDA is hereby authorized to execute (i) the proposal submitted by the lowest bidder or bidders in the event
of a competitive sale of all or any portion of the Bonds or (ii) a purchase agreement in the event of a negotiated
sale, including a private placement, of all or any portion of the Bonds, the form of which has been approved
by the Committee, upon the recommendation of the Financial Advisor and Bond Counsel, and (iii) to deliver
the Bonds as appropriate.

8. The Assistant Secretary of the Committee is hereby authorized to do and perform all acts and
things provided to be done or performed by the Secretary of the Committee herein, in the General Resolution
and in the Supplemental Resolution.

9. The Secretary of the Committee, and the Chair, the Vice-Chair, the Executive Director, the
Director of Finance and the Chief Legal Counsel of THDA and other appropriate officers and employees of
THDA are hereby authorized to do and perform or cause to be done and performed, for or on behalf of THDA,
all acts and things (including, without limitation, execution and delivery of documents) that constitute
conditions precedent to the issuance and sale of the Bonds or that are otherwise required to be done and
performed by or on behalf of THDA prior to or simultaneously with the issuance and sale of the Bonds.

10. Capitalized terms not otherwise defined herein shall have the same meaning as set forth in the
Supplemental Resolution, as the context indicates.

11. This resolution shall take effect immediately.

This Resolution was adopted by the affirmative vote of no fewer than eight (8) members of the THDA
Board of Directors at its meeting on March 26, 2019.
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A Supplemental Resolution
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A SUPPLEMENTAL RESOLUTION AUTHORIZING THE SALE OF

RESIDENTIAL FINANCE PROGRAM BONDS
$ ISSUE 2019-2A (AMT)
$ ISSUE 2019-2B (Non-AMT)

BE IT RESOLVED by the Board of Directors of the TENNESSEE HOUSING
DEVELOPMENT AGENCY (“THDA?) as follows:

ARTICLE |

DEFINITIONS AND AUTHORITY

Section 1.01. Short Title. This resolution may hereafter be cited by THDA as the Issue
2019-2 Supplemental Residential Finance Program Bond Resolution.

Section 1.02. Definitions.

@) All terms which are defined in Section 1.2 of the resolution of THDA

adopted January 29, 2013, as amended and supplemented by the Bond Finance
Committee on April 18, 2013, and entitled “General Residential Finance Program Bond
Resolution” (the “General Resolution”) have the same meanings in this Resolution as
such terms are given in Section 1.2 of the General Resolution.

(b) In addition, as used in this Resolution, unless the context otherwise

requires, the following terms have the following respective meanings:
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[“400% PSA Prepayment Amount” means the cumulative amount of
principal prepayments on the Program Loans allocable to the Issue 2019-2 Bonds
(including Program Securities and the Transferred Program Loans) at a rate equal
to 400% PSA, as set forth in Exhibit B hereto.]

“Bond Purchase Agreement” means the contract for the purchase of the
Issue 2019-2 Bonds between THDA and the Underwriters, in substantially the
form attached hereto as Exhibit A.

“Business Day” shall mean any day except for a Saturday, Sunday or any
day on which banks in Tennessee or New York are required or authorized to be
closed.

“Co-Managers” means [J.P. Morgan Securities LLC, Wells Fargo Bank,
National Association and ].

“Code” shall mean the Internal Revenue Code of 1986, as amended.

“DTC” means The Depository Trust Company, New York, New York, a
limited-purpose trust company organized under the laws of the State of New
York, and its successors and assigns.
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“Excess 2019-2 Principal Payments” means, as of any date of
computation, 100% of all regularly scheduled principal payments and
prepayments on Program Loans, or portions thereof, allocable to the Issue 2019-2
Bonds (including Program Securities [and the Transferred Program Loans)] to the
extent such regularly scheduled principal payments and prepayments are not
required to make regularly scheduled principal payments, including Sinking Fund
Payments, on the Issue 2019-2 Bonds.

“Issue 2019-2 Bonds” means, together, the Issue 2019-2A Bonds and the
Issue 2019-2B Bonds.

“Issue 2019-2A Bonds” means the Issue 2019-2A Bonds of THDA
authorized by this Resolution pursuant to the Plan of Financing.

“Issue 2019-2B Bonds” means the Issue 2019-2B Bonds of THDA
authorized by this Resolution pursuant to the Plan of Financing.

“Issue Date” means the date on which the Issue 2019-2 Bonds are issued
by THDA and delivered to the Underwriters, expected to occur on .,
20109.

“MSRB” means the Municipal Securities Rulemaking Board by operation
of its Electronic Municipal Market Access System.

“Official Statement” means the Official Statement dated ,
2019 used in connection with the sale of the Issue 2019-2 Bonds.

[“PAC Bonds” means the Issue 2019-2A Bonds in the aggregate principal
of $ maturing ]

[“PAC Bonds Planned Amortization Amount” means the cumulative
amount of PAC Bonds expected to be redeemed upon the receipt of Excess 2019-
2 Principal Payments at a rate equal to [100]% PSA, as set forth in Exhibit B
hereto.]

“Preliminary Official Statement” means the Preliminary Official
Statement dated _, 2019 used in connection with the offering of the
Issue 2019-2 Bonds.

“Rating Agency” shall mean Moody’s Investors Service, Inc. (or any
successor thereto), and Standard & Poor’s Ratings Services, a Standard & Poor’s
Financial Services LLP business (or any successor thereto).

[“Refunded Bonds” means, the THDA bonds listed in Exhibit D hereto.]

“Resolution” means this Supplemental Resolution adopted by THDA on
March 26, 2019, as amended and supplemented by the Bond Finance Committee
on _,2019.

“Serial Bonds” means the Issue 2019-2 Bonds which are not Term Bonds.
2



“Term Bonds” means, collectively, the Issue 2019-2A Bonds maturing
, and the Issue 2019-2B Bonds maturing

[“Transferred Investments” means amounts on deposit in certain funds and
accounts of THDA allocated to the Refunded Bonds which are allocated to the
Issue 2019-2 Bonds upon the refunding of the Refunded Bonds.]

[“Transferred Proceeds” means the sum of $ on deposit in the
Issue 2019-2 Bond Subaccount of the Loan Fund subsequent to the refunding of
the Refunded Bonds.]

[“Transferred Program Loans” means the Program Loans allocable to the
Refunded Bonds which are allocated to the Issue 2019-2 Bonds upon the
refunding of the Refunded Bonds.]

“Underwriters” means, collectively, [Citigroup Global Markets Inc.,
Raymond James & Associates, Inc., and RBC Capital Markets, LLC], their
respective successors and assigns, and the Co-Managers as purchasers of the Issue
2019-2 Bonds.

() Unless the context otherwise indicates, words of the masculine gender will
be deemed and construed to include correlative words of feminine and neuter genders,
words importing the singular number include the plural number and vice versa, and
words importing persons include firms, associations, partnerships (including limited
partnerships), trusts, corporations and other legal entities, including public bodies, as well
as natural persons.

(d) The terms “hereby,” *“hereof,” “hereto,” “herein,” “hereunder” and any
similar terms as used in this Resolution refer to this Resolution and such terms used in the
form of registered bond herein refer to such bonds.

(e) [Unless the context otherwise indicates, the term “Program Loan” as used
herein shall include Transferred Program Loans and Program Securities and the phrase
“Program Loans allocable to the Issue 2019-2 Bonds” shall include the Transferred
Program Loans as well as any new Program Loans and Program Securities acquired with
proceeds of the Issue 2019-2 Bonds.]

Section 1.03. Authority for this Resolution. This Resolution is adopted pursuant to the
provisions of the Act and the General Resolution.

ARTICLE Il

TERMS AND ISSUANCE

Section 2.01. Issue Amount and Designation. In order to provide funds necessary for
the Residential Finance Program in accordance with and subject to the terms, conditions and
limitations established herein and in the General Resolution, Residential Finance Program
Bonds, Issue 2019-2A are hereby authorized to be issued in the aggregate principal amount of
$ , and Residential Finance Program Bonds, Issue 2019-2B are hereby authorized to
be issued in the aggregate principal amount of $ . In addition to the title “Residential

3
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Finance Program Bond,” the Issue 2019-2 Bonds will bear the additional designations “Issue
2019-2A (AMT) and “Issue 2019-2B (Non-AMT),” as appropriate. The Issue 2019-2 Bonds
shall be issued only in fully registered form. The Issue 2019-2A Bonds will consist of

$ principal amount of Serial Bonds and $ principal amount of Term
Bonds. The Issue 2019-2B Bonds will consist of $ principal amount of Serial Bonds
and $ principal amount of Term Bonds.

Section 2.02. Purposes. [The Issue 2019-2A Bonds and [a portion of] the Issue
2019-2B Bonds are being issued to refund the Refunded Bonds. As a result of such refunding,
the Transferred Program Loans, [Transferred Proceeds] and the Transferred Investments will
become allocated to the Issue 2019-2 Bonds.] [A portion of] the Issue 2019-2B Bonds are being
issued (a) to finance Program Loans (including Program Securities), or participations therein, on
single family residences located within the State, (b) if required, to pay capitalized interest on the
Issue 2019-2 Bonds, (c) if required, to make a deposit in the Bond Reserve Fund, and (d) if
required, to pay certain costs of issuance relating to the Issue 2019-2 Bonds.

The proceeds of the Issue 2019-2 Bonds [and the [Transferred Proceeds and the]
Transferred Investments] shall be applied in accordance with Article IV hereof.

Section 2.03. Amounts, Maturities and Interest Rates.

@) The Issue 2019-2 Bonds will mature on the dates, in the principal amounts
and bear interest from their Issue Date, calculated on the basis of a 360-day year of
twelve 30-day months, payable semi-annually on each January 1 and July 1, commencing
[January 1, 2020], at the rate set opposite such date in the following tables:

Issue 2019-2A Bonds

Serial Bonds
Maturity Principal Interest Maturity Principal Interest
Date Amount Rate Date Amount Rate
$ % $ %
Term Bonds
Maturity Principal Interest
Date Amount Rate

$ %
4
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Maturity
Date

Issue 2019-2B Bonds

Serial Bonds

Principal Interest Maturity Principal

Amount Rate Date Amount

$ % $

Term Bonds

Maturity Principal Interest

Date Amount Rate
$ %

(b) Whenever the due date for payment of interest on or principal of the Issue
2019-2 Bonds or the date fixed for redemption of any Issue 2019-2 Bond shall be a day
which is not a Business Day, then payment of such interest, principal or Redemption
Price need not be made on such date, but may be made on the next succeeding Business
Day, with the same force and effect as if made on the due date for payment of principal,
interest or Redemption Price and no additional interest shall be payable on such Business
Day which, merely by operation of this paragraph, may have accrued after the original
due date.

Section 2.04. Denominations, Numbers and Letters.

@) The Issue 2019-2 Bonds of each series maturing in each year are to be
issued in denominations of $5,000 or any integral multiple thereof not exceeding the
aggregate principal amount of Issue 2019-2 Bonds of each series maturing in such year.
The Issue 2019-2 Bonds are to be lettered “RA,” or “RB,” as applicable, and numbered
separately from 1 consecutively upwards.

(b) The Issue 2019-2 Bonds, when issued, will be registered in the name of
Cede & Co., as nominee of DTC. Only one Issue 2019-2 Bond will be outstanding for
each maturity and interest rate of each series of the Issue 2019-2 Bonds in the aggregate
principal amount of such maturity, interest rate and series. Subject to the provisions of
the General Resolution, purchases of ownership interests in the Issue 2019-2 Bonds will
be made in book-entry form only in authorized denominations set forth in
Section 2.04(a). Beneficial owners of the Issue 2019-2 Bonds will not receive certificates
representing their interest in the Issue 2019-2 Bonds. So long as Cede & Co. shall be the
registered owner of the Issue 2019-2 Bonds, THDA will deem and treat Cede & Co. as
the sole and exclusive owner of the Issue 2019-2 Bonds and THDA will have no
responsibility to any DTC participant or beneficial owner thereof.

Section 2.05. Paying Agent. The Trustee is hereby appointed as paying agent for the

Issue 2019-2 Bonds pursuant to Section 11.2 of the General Resolution. The Trustee may
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appoint an agent for presentation of transfers in New York, New York and DTC may act as such
agent.

Section 2.06. Execution of Bonds. The Issue 2019-2 Bonds shall be executed by the
manual or facsimile signature of the Chair or Vice Chair and the seal of THDA or a facsimile
thereof shall be imprinted, impressed or otherwise reproduced on the Issue 2019-2 Bonds and
attested by the manual or facsimile signature of the Executive Director or Secretary of THDA.
The Issue 2019-2 Bonds shall be delivered to the Trustee for proper authentication and delivered
to DTC pursuant to the DTC FAST delivery program, as the registered owner of the Issue 2019-
2 Bonds upon instructions from THDA to that effect.

Section 2.07. Place of Payment; Record Date. While the Issue 2019-2 Bonds are
registered in book-entry only form in the name of Cede & Co. as nominee of DTC, payments of
principal, Redemption Price and interest on the Issue 2019-2 Bonds shall be made in accordance
with the procedures of DTC. In the event the Issue 2019-2 Bonds are no longer held in
book-entry only form, the principal and Redemption Price of all Issue 2019-2 Bonds shall be
payable at the designated corporate trust office of the Trustee. Interest on the Issue 2019-2
Bonds will be paid by check mailed by the Trustee to the registered owner thereof. Any
registered owner of the Issue 2019-2 Bonds in a principal amount equal to or exceeding
$1,000,000 may receive payments of interest by wire transfer if written notice is given to the
Trustee at least ten Business Days before an applicable Interest Payment Date. The Record Date
for payment of interest on the Issue 2019-2 Bonds shall be the 15th day of the month next
preceding an Interest Payment Date.

Section 2.08. Sinking Fund Redemption Provisions.

€)) The Issue 2019-2 Bonds that are Term Bonds are subject to redemption in
part by lot on the dates set forth below for such maturity of Issue 2019-2 Bonds at a
Redemption Price equal to 100% of the principal amount thereof from mandatory Sinking
Fund Payments in the principal amounts for each of the dates set forth below:

Issue 2019-2A Term Bonds due

Amount Amount
Date Due Date Due
$ $
*Maturity
6
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Issue 2019-2B Term Bonds due

Amount Amount
Date Due Date Due
$ $

*Maturity

(b) Upon the purchase or redemption of Issue 2019-2 Bonds of any series and
maturity for which Sinking Fund Payments have been established other than by
application of Sinking Fund Payments, each future Sinking Fund Payment for such Issue
2019-2 Bonds of such series and maturity will be credited by an amount bearing the same
ratio to such Sinking Fund Payment as the total principal amount of such Issue 2019-2
Bonds of such series and maturity to be purchased or redeemed bears to the total amount
of all Sinking Fund Payments for such series and maturity of Issue 2019-2 Bonds, unless
otherwise directed by THDA in accordance with the General Resolution.

Section 2.09. Optional Redemption. The Issue 2019-2 Bonds maturing on and after
[July 1, 2029] [other than the PAC Bonds], are subject to redemption at the option of THDA
prior to their 8respective maturities, either as a whole or in part at any time, on or after
[January 1, 2029] (any such date to be determined by THDA or selected by the Trustee subject to
the provisions of and in accordance with the General Resolution, and when so determined or
selected will be deemed and is hereby set forth as the redemption date), upon notice as provided
in Article VI of the General Resolution, at a Redemption Price equal to 100% of the principal
amount thereof, plus accrued interest to the date of redemption.

[[The PAC Bonds are subject to redemption at the option of THDA, either as a whole or
in part at any time or on or after [January 1, 2029] (any such date to be determined by THDA or
selected by the Trustee subject to the provisions of and in accordance with the General
Resolution, and when determined or selected will be deemed and is hereby set forth as the
redemption date), upon notice as provided in Article VI of the General Resolution, at the
respective Redemption Prices set forth below (expressed as a percentage of the principal amount
of such PAC Bonds to be redeemed), plus accrued interest to the redemption date:

Period PAC Bond
Redemption Price
[January 1, 2029] to | | [ |%
| | and thereafter | 11

Section 2.10. Special Optional Redemption. The Issue 2019-2 Bonds are subject to
redemption, at the option of THDA, as a whole or in part at any time prior to maturity, in
accordance with the provisions of the General Resolution in an amount equal to amounts
available for such purpose from (i) proceeds of the Issue 2019-2 Bonds not expected to be

7
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applied to the financing of Program Loans, (ii) repayments and prepayments of Program Loans
(including Program Securities [and the Transferred Program Loans]) allocated to the Issue
2019-2 Bonds not otherwise required to be applied to the special mandatory redemption of the
Issue 2019-2 Bonds as described in Sections 2.11(b) or 2.11(c) hereof or to make regularly
scheduled principal payments, including Sinking Fund Payments, on the Issue 2019-2 Bonds,
(iii) repayments and prepayments of Program Loans made with the proceeds of any other Bonds
issued under the General Resolution, subject to limitations contained in the Code, (iv) other
amounts on deposit in the Revenue Fund in excess of the amounts required for the payment of
Debt Service and Program Expenses, and (v) amounts on deposit in the Bond Reserve Fund in
excess of the Bond Reserve Requirement; provided however, that the PAC Bonds (A) are only
subject to redemption as described in clause (ii) above as described in Section 2.11(b) hereof [,
and] (B) shall not be subject to redemption as described in clauses (iii), (iv) and (v) above if such
redemption would cause amortization of a PAC Bond to exceed the Planned Amortization
Amount.

The date of redemption pursuant to this Section 2.10 shall be determined by the Trustee
upon the direction of THDA subject to the provisions of and in accordance with the General
Resolution (and when so determined such date will be deemed and is hereby set forth as the
redemption date). The Issue 2019-2 Bonds to be so redeemed shall be redeemed at a
Redemption Price of 100% of the principal amount thereof, plus interest accrued to the
redemption date, if applicable; provided, however, that the Redemption Price for the PAC Bonds
in the event of a redemption described in clause (i) of the paragraph above shall be the issue
price thereof (par plus premium), plus accrued interest to the redemption date.

The Issue 2019-2 Bonds to be redeemed pursuant to this Section 2.10 shall be selected by
THDA in its sole discretion; provided, however, that the PAC Bonds may not be redeemed in an
amount in excess of their proportionate amount of all Issue 2019-2 Bonds then Outstanding in
the event of any redemption pursuant to clause (i) of the first paragraph of this Section 2.10.

Section 2.11. Special Mandatory Redemptions.

@ Unexpended Proceeds. The Issue 2019-2 Bonds are subject to mandatory
redemption on in the event and to the extent that there are unexpended
proceeds of the Issue 2019-2 Bonds on deposit in the Issue 2019-2 Subaccount of the
Loan Fund on ; provided that such redemption date may be extended, at the
option of THDA, and subject to the satisfaction of the conditions set forth in Section 4.01
hereof.

Notwithstanding any extension of the redemption date described above, in order
to satisfy requirements of the Code, the Issue 2019-2 Bonds are subject to mandatory
redemption on . , to the extent any amounts remain on deposit in the
Issue 2019-2 Subaccount of the Loan Fund on L,

The redemption price of the Issue 2019-2 Bonds to be so redeemed shall be 100%
of the principal amount thereof plus interest accrued to the date of redemption, if
applicable; provided, however, that the redemption price for the PAC Bonds shall be the
issue price thereof (par plus premium) plus accrued interest to the redemption date. The
Issue 2019-2 Bonds to be redeemed shall be selected by THDA in its sole discretion;
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provided, however, that the PAC Bonds may not be redeemed in an amount in excess of
their proportionate amount of all Issue 2019-2 Bonds then Outstanding.

(b) [Excess 2019-2 Principal Payments (PAC Bonds). The PAC Bonds are
subject to redemption prior to their maturity, in whole or in part at a Redemption Price of
100% of the principal amount of such PAC Bonds to be redeemed, plus interest accrued
to the date of redemption, from amounts transferred to the Redemption Account
representing Excess 2019-2 Principal Payments. Any Excess 2019-2 Principal Payments
so deposited in the Redemption Account shall be applied to the redemption of PAC
Bonds on any Interest Payment Date commencing [January 1, 2020]; provided that PAC
Bonds may be redeemed between Interest Payment Dates on the first Business Day of
any month for which adequate notice of redemption may be given.

While any PAC Bonds remain Outstanding, Excess 2019-2 Principal Payments
shall be used as follows:

FIRST, if principal prepayments on the Program Loans allocable to the Issue
2019-2 Bonds (including Program Securities [and the Transferred Program Loans]) are
equal to or less than the 400% PSA Prepayment Amount, as determined by THDA, then
available Excess 2019-2 Principal Payments shall first be applied to redeem the PAC
Bonds up to an amount correlating to the PAC Bonds Planned Amortization Amount,
and, subject to Section 2.11(c) below, the remainder may be applied by THDA for any
purpose permissible under the Resolution, including the redemption of any Bonds under
the Resolution, other than the PAC Bonds.

SECOND, if principal prepayments on the Program Loans allocable to the Issue
2019-2 Bonds (including Program Securities [and the Transferred Program Loans]) are in
excess of the 400% PSA Prepayment Amount, as determined by THDA, then available
Excess 2019-2 Principal Payments shall first be applied to redeem PAC Bonds up to an
amount correlating to the PAC Bonds Planned Amortization Amount (as set forth in
“FIRST” above) and, subject to Section 2.11(c) below, the remainder may be applied by
THDA for any purpose permissible under the Resolution, including the redemption of
any Bonds issued under the Resolution, including the PAC Bonds (any such remainder
used to redeem PAC Bonds being an “Excess Principal PAC Bond Redemption”);
provided, however, that (i) the source of an Excess Principal PAC Bond Redemption is
restricted to that portion of available Excess 2019-2 Principal Payments which is in
excess of 400% PSA, and (ii) the principal amount of an Excess Principal PAC Bond
Redemption may not be an amount in excess of the PAC Bonds’ proportionate amount of
all I1ssue 2019-2 Bonds then Outstanding.

The PAC Bonds Planned Amortization Amount and the 400% PSA Prepayment
Amount set forth in Exhibit B hereto are each subject to proportionate reduction to the
extent PAC Bonds are redeemed from amounts on deposit in the Issue 2019-2
Subaccount of the Loan Fund which are not applied to finance Program Loans in
accordance with Section 2.11(a) hereof.]
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(c) Ten Year Rule.

Q) To the extent not required to make regularly scheduled principal
payments on the Issue 2019-2 Bonds (including Sinking Fund Payments) or
otherwise required to be used to redeem the PAC Bonds as described in Section
2.11 (b) above, repayments and prepayments of principal on the Program Loans,
or portions thereof, allocable to the Issue 2019-2 Bonds (including Program
Securities [and the Transferred Program Loans]) received more than ten years
after the Issue Date of the Issue 2019-2 Bonds (or the date of original issuance of
the bonds refunded by the Issue 2019-2 Bonds, directly or through a series of
refundings) shall be applied to redeem the Issue 2019-2 Bonds on or before the
next Interest Payment Date with respect to the Issue 2019-2 Bonds, which Interest
Payment Date is at least six months from the date of receipt of such Program
Loan principal payments, in such principal amounts as required to satisfy
requirements of the Code. The Redemption Price of Issue 2019-2 Bonds so
redeemed shall be 100% of the principal amount thereof, plus interest accrued to
the redemption date, if applicable.

(i) THDA shall advise the Trustee of the appropriate Redemption
Date for any redemption pursuant to this Section 2.11(c). The Issue 2019-2
Bonds to be redeemed shall be selected by THDA in its sole discretion; provided
however, that the PAC Bonds may be redeemed in an amount that exceeds the
PAC Bonds Planned Amortization Amount only if there are no other Issue 2019-2
Bonds Outstanding.

Section 2.12. Selection by Lot. If less than all of the Issue 2019-2 Bonds of like Series
and maturity are to be redeemed, the particular bonds of such maturity to be redeemed shall be
selected by lot in accordance with Section 6.4 of the General Resolution.

Section 2.13. Purchase of Bonds by THDA or Trustee. Whenever moneys are
available for redemption of Bonds under Sections 2.08, 2.09, 2.10 or 2.11 above, THDA or the
Trustee is authorized to purchase Bonds at a price not to exceed the applicable Redemption

Price.

ARTICLE I

SALE AND DELIVERY

Section 3.01. Sale.

@ The Issue 2019-2 Bonds are hereby authorized to be sold to the

Underwriters at the prices and on the terms and conditions set forth in the Bond Purchase
Agreement and upon the basis of the representations, warranties and agreements therein
set forth. The Chair, Secretary or Assistant Secretary of the Bond Finance Committee
and the Executive Director of THDA are hereby authorized to execute the Bond Purchase
Agreement. The Board of Directors of THDA hereby authorizes the Committee to adopt
a resolution approving the purchase price of the Issue 2019-2 Bonds.

4822-1406-8106.1
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(b) The Secretary of the Bond Finance Committee of THDA is hereby
authorized to make public and to authorize distribution of the Official Statement relating
to the Issue 2019-2 Bonds in substantially the form presented to THDA with such
changes, omissions, insertions and revisions as such officer shall deem advisable. The
Chair, Vice Chair, Executive Director and Secretary of the Bond Finance Committee are
hereby authorized to sign and deliver such Official Statement to the Underwriters. The
distribution of the Preliminary Official Statement relating to the Issue 2019-2 Bonds to
the public is hereby authorized and approved.

(c) The Issue 2019-2 Bonds shall be delivered to the Underwriters in
accordance with the terms of the Bond Purchase Agreement and this 2019-2
Supplemental Resolution.

ARTICLE IV

DISPOSITION OF PROCEEDS AND OTHER MONEYS

Section 4.01. Loan Fund; Bond Reserve Fund Requirement. Upon receipt of the
proceeds of the sale of the Issue 2019-2 Bonds, THDA shall deposit such proceeds, together with
any contribution from THDA of available THDA funds, in the Issue 2019-2 Bond Subaccount of
the Loan Fund and in the Bond Reserve Fund, if applicable, as shall be set forth in a certificate of
THDA delivered on or prior to the date of issuance of the Issue 2019-2 Bonds. Amounts on
deposit in the Issue 2019-2 Bond Subaccount of the Loan Fund in excess of $ ,
[together with the Transferred Proceeds,] shall be applied to (i) the financing of Program Loans
(including Program Securities), or participations therein, in accordance with the provisions of the
General Resolution and Section 4.03 hereof, (ii) deposits to the Bond Reserve Fund and the Debt
Service and Expense Account of the Revenue Fund, (iii) payment of Costs of Issuance and
(iv) payment of capitalized interest to the extent, if any, specified by written instructions of an
Authorized Officer.

Amounts on deposit in the Issue 2019-2 Subaccount of the Loan Fund shall be withdrawn
therefrom and applied to the mandatory redemption of Issue 2019-2 Bonds as described in
Section 2.11(a) hereof. The date of such redemption provided in Section 2.11(a) may be
extended upon the delivery by THDA to the Trustee and the Rating Agency of a Projected Cash
Flow Statement which satisfies the requirements of Section 7.11 of the General Resolution;
provided further that the date of such redemption shall not be extended beyond the date set forth
in the second paragraph of Section 2.11(a) unless THDA is in receipt of an opinion of Bond
Counsel to the effect that such extension will not adversely affect the exclusion of interest on the
Issue 2019-2 Bonds from the income of the owners thereof for federal income tax purposes. The
amount of funds on deposit in the Issue 2019-2 Bond Subaccount of the Loan Fund to be used to
pay Costs of Issuance with respect to the Issue 2019-2 Bonds shall not exceed 2% of the
proceeds of the Issue 2019-2 Bonds.

THDA hereby covenants that an amount equal to twenty percent (20%) of the funds
deposited in the Issue 2019-2 Bond Subaccount of the Loan Fund which are to be used to finance
Program Loans (including Program Securities) (or other available funds of THDA), shall be
made available for owner financing of “targeted area residences” (as defined in Section 143(j) of
the Code) until , 2020.
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The Bond Reserve Fund Requirement with respect to the Issue 2019-2 Bonds shall be [an
amount equal to 3% of the then current balance of Program Loans (other than Program Loans
underlying Program Securities) allocable to the Issue 2019-2 Bonds plus the amount on deposit
in the Issue 2019-2 Subaccount of the Loan Fund which has not been designated to provide for
the payment of Costs of Issuance or capitalized interest. On the Issue Date, THDA shall deposit
an amount in the Bond Reserve Fund to satisfy the Bond Reserve Requirement.]

Section 4.02. Proceeds of Issue 2019-2A Bonds and Issue 2019-2B Bonds. Proceeds
of the Issue 2019-2A Bonds and Issue 2019-2B Bonds, together with any contribution from
THDA of available THDA funds, initially shall be deposited in the Issue 2019-2 Bond
Subaccount of the Loan Fund. On the Issuance Date, $ of the amount on deposit in
the Issue 2019-2 Bond Subaccount of the Loan Fund (representing [the principal] [a portion of]
the proceeds of the Issue 2019-2A Bonds and the [entire proceeds of the] Issue 2019-2B Bonds
[in the aggregate amount of $ [and available funds of THDA in the amount of
$ |]) shall be applied to the refunding of the Refunded Bonds. [On such date, the
Transferred Program Loans [and the Transferred Proceeds] shall be credited to the Issue 2019-2
Bond Subaccount of the Loan Fund and the Transferred Investments shall be deposited in such
Funds or Accounts as shall be set forth in a certificate of THDA delivered on or prior to the
Issuance Date.]]

Section 4.03. Program Loan Determinations. No Program Loan shall be financed
with proceeds of the Issue 2019-2 Bonds [(including the Transferred Proceeds)] unless (i) such
Program Loan is made for the acquisition of residential housing for occupancy by not more than
four families and (ii) the deed of trust securing such Program Loan shall constitute and create a
first lien subject only to Permitted Encumbrances, on the fee simple or leasehold estate, of real
property located in the State or on the interest in the real property constituting a part of the
residential housing with respect to which the Program Loan secured thereby is made and on the
fixtures acquired with the proceeds of the Program Loan attached to or used in connection with
such residential housing.

In addition, the Program Loan must either:
@) have been pooled into a Program Security; or

(b) have been insured or guaranteed or have a commitment for insurance or
guaranty by (i) the United States or any instrumentality thereof (inclusive of the Federal
Housing Administration, the Farmers Home Administration, the Veteran’s
Administration, or another agency or instrumentality of the United States or the State to
which the powers of any of them have been transferred, or which is exercising similar
powers with reference to the insurance or guaranty of Program Loans; or (ii) any agency
or instrumentality of the State authorized by law to issue such insurance; or

(©) be made to borrowers who have an equity interest of at least 22% in the
property based on the lesser of appraised value (as determined in an appraisal by or
acceptable to THDA), or the sale price of the property securing the Program Loan; or

(d) be made in an amount not exceeding the value, as determined in an
appraisal by or acceptable to THDA, or sale price of the property securing the Program
Loan, whichever is less, but only if (i) THDA is issued a mortgage insurance policy by a
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private mortgage insurance company, qualified to issue such insurance or guarantee in
the State and approved by THDA, and the claims paying ability of which private
mortgage insurer is rated by each Rating Agency in a rating category at least as high as
the then current rating assigned to the Bonds, under which the insurer, upon foreclosure
of the property securing the Program Loan, must pay the holder of the Program Loan the
unrecovered balance of a claim including unpaid principal, accrued interest, taxes,
insurance premiums, and expenses of foreclosure, if any, or in lieu thereof may permit
the holder of the Program Loan to retain title and may pay an agreed insured percentage
of such claim; and (ii) the insured percentage of the Program Loan equals the amount by
which the original principal amount of the Program Loan exceeds 78% of the value, as
determined by an appraisal by or acceptable to THDA or sale price of the property
securing the Program Loan, whichever is less.

ARTICLE V

FORM OF BONDS, AND
TRUSTEE’S CERTIFICATE OF AUTHENTICATION

Section 5.01. Form of Bonds. Subject to the provisions of the General Resolution, the
Issue 2019-2 Bonds in fully registered form shall be in substantially the form attached hereto as
Exhibit C, with such variations as shall be appropriate in order to conform to the terms and
provisions of the General Resolution and this Resolution.

Section 5.02. Form of Trustee’s and Authenticating Agent’s Certificate of
Authentication. The Issue 2019-2 Bonds shall not be valid or become obligatory for any
purpose unless there shall have been endorsed thereon a certificate of authentication in
substantially the following form:

(FORM OF TRUSTEE’S CERTIFICATE OF AUTHENTICATION)

This bond is one of the bonds described in the within-mentioned Resolutions and is one
of the Residential Finance Program Bonds, [Issue 2019-2A (AMT)] [Issue 2019-2B
(Non-AMT)] of the Tennessee Housing Development Agency.

U.S. BANK NATIONAL ASSOCIATION, as
Trustee

By

Authorized Officer

ARTICLE VI

MISCELLANEOUS

Section 6.01. No Recourse Against Members or Other Persons. No recourse may be
had for the payment of principal of or premium or interest on the Issue 2019-2 Bonds or for any
claim based thereon or on this Resolution against any member of THDA or any person executing
the Issue 2019-2 Bonds and neither the members of THDA nor any person executing the Issue
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2019-2 Bonds may be liable personally on the Issue 2019-2 Bonds or be subject to any personal
liability or accountability by reason of the execution thereof.

Section 6.02. Bonds not Debt, Liability or Obligation of the State or the United
States of America. The Issue 2019-2 Bonds are not a debt, liability or the obligation of the State
or any other political subdivision thereof. Neither the full faith and credit nor the taxing power
of the State, or of any other political subdivision thereof, is pledged for the payment of the
principal of or interest on the Issue 2019-2 Bonds. The Issue 2019-2 Bonds are not a debt,
liability or obligation of the United States of America or any agency thereof. Neither the full
faith and credit nor the taxing power of the United States of America is pledged for payment of
the principal of or interest on the Issue 2019-2 Bonds.

Section 6.03. Delivery of Projected Cash Flow Statements. THDA shall deliver such
Projected Cash Flow Statements at the times and on the occasions set forth in the General
Resolution or this Resolution.

Section 6.04. Authorized Officers. The Chair, Vice Chair, Executive Director, General
Counsel, Deputy Executive Director and Secretary of THDA and the Secretary and any Assistant
Secretary of the Bond Finance Committee and any other proper officer of THDA, be, and each of
them hereby is, authorized and directed to execute and deliver any and all documents and
instruments and to do and cause to be done any and all acts and things necessary or proper for
carrying out the transactions contemplated by this Resolution, the General Resolution and the
Official Statement.

Section 6.05. Authorized Trustee. THDA authorizes and directs the Trustee to perform
any and all acts contemplated to be performed by the Trustee pursuant to the terms and
provisions of this Resolution.

Section 6.06. Covenant to Comply with Federal Tax Law Requirements. THDA
hereby covenants to comply with all applicable requirements of the Code so that interest on the
Issue 2019-2 Bonds will be excluded from gross income of the holders thereof for federal
income tax purposes, including the rebate requirement of Section 148(f) of the Code. THDA
also covenants to pay any interest or penalty imposed by the United States for failure to comply
with said rebate requirements. In accordance with the rebate requirement, THDA agrees that
there will be paid from time to time all amounts required to be rebated to the United States
pursuant to Section 148(f) of the Code and any temporary, proposed or final Treasury
Regulations as may be applicable to the Issue 2019-2 Bonds from time to time.

Section 6.07. Continuing Disclosure Undertaking.

@ THDA shall deliver to the MSRB, within 210 days after the end of each
Fiscal Year:

Q) a copy of the annual financial statements of THDA prepared in
accordance with generally accepted accounting principles as prescribed by the
Governmental Accounting Standards Board; and

(i)  an annual update of the type of information in the Official
Statement (A) contained in Appendix E, (B)regarding annual required
contributions for employee pension plan and other post-employment benefits to
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the extent not included in annual financial statements and (C) of the nature
disclosed under the following headings (including, without limitation, information
with respect to the outstanding balances of Program Loans, by mortgage type,
delinquency information, acquisition costs and income limits):

(A)  Residential Finance Program Bonds; and
(B)  Residential Finance Program Loans.

The information described in this subsection (a) may be provided by specific reference to
documents (including official statements, to the extent the official statements include the
information described in this subsection (a)) previously provided to the MSRB or filed with the
Securities and Exchange Commission.

If unaudited financial statements are provided as part of the information required to be
delivered under this subsection (a) within the time period specified above, THDA shall provide,
when and if available, a copy of THDA’s audited financial statements to the MSRB.

(b) THDA shall deliver to the MSRB and the Trustee, in a timely manner not
in excess of 10 business days after the occurrence of the event, notice of the occurrence
of any of the following events (if applicable) with respect to the Issue 2019-2 Bonds:

Q) principal and interest payment delinquencies;
(i) non-payment related defaults, if material;

(it unscheduled draws on the Bond Reserve Fund (or other debt
service reserves) reflecting financial difficulties;

(iv)  unscheduled draws on any credit enhancements reflecting financial
difficulties;

(v) substitution of any credit or liquidity provider, or their failure to
perform;

(vi)  adverse tax opinions, the issuance by the Internal Revenue Service
of proposed or final determinations of taxability, Notices of Proposed Issue (IRS
Form 5701-TEB) or other material notices or determinations with respect to the
tax status of the Issue 2019-2 Bonds, or other material events affecting the tax
status of the Issue 2019-2 Bonds;

(vii)  modifications to rights of the holders of the Issue 2019-2 Bonds, if
material;

(viii) bond calls, if material, and tender offers;
(ix)  defeasances;

(x) release, substitution or sale of property securing repayment of the
Issue 2019-2 Bonds, if material;
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(xi)  rating changes;

(xii)  bankruptcy, insolvency, receivership or similar event of THDA
(which event is considered to occur when any of the following occur: the
appointment of a receiver, fiscal agent or similar officer for THDA in a
proceeding under the U.S. Bankruptcy Code or in any other proceeding under
state or federal law in which a court or governmental authority has assumed
jurisdiction over substantially all of the assets or business of THDA, or if such
jurisdiction has been assumed by leaving the existing governing body and
officials or officers in possession but subject to the supervision and orders of a
court or governmental authority, or the entry of an order confirming a plan of
reorganization, arrangement or liquidation by a court or governmental authority
having supervision or jurisdiction over substantially all of the assets or business of
THDA);

(xiii) The consummation of a merger, consolidation or acquisition
involving THDA or the sale of all or substantially all of the assets of THDA, other
than in the ordinary course of business, the entry into a definitive agreement to
undertake such an action or the termination of a definitive agreement relating to
any such actions, other than pursuant to its terms, if material;

(xiv)  Appointment of a successor or additional trustee or the change of
name of a trustee, if material;

(xv)  Incurrence of a financial obligation of THDA, if material, or
agreement to covenants, events of default, remedies, priority rights, or other
similar terms of a financial obligation of THDA, any of which affect
Bondholders, if material; and

(xvi) Default, event of acceleration, termination event, modification of
terms, or other similar events under the terms of a financial obligation of THDA,
any of which reflect financial difficulties.

For the purposes of the events identified in clauses (xv) and (xvi) above, the term
“financial obligation” means: (A) a debt obligation; (B) a derivative instrument entered
into in connection with, or pledged as security or a source of payment for, an existing or
planned debt obligation; or (C) a guarantee of (A) or (B). The term “financial
obligation” shall not include municipal securities as to which a final official statement
has been provided to the MSRB consistent with Rule 15c2-12 of the Securities and
Exchange Commission (the “Rule”).

Notwithstanding the foregoing, notice of optional or unscheduled redemption of
any Issue 2019-2 Bonds or defeasance of any Issue 2019-2 Bonds need not be given
pursuant to this Section 6.07 any earlier than the notice (if any) of such redemption or
defeasance is given to the owners of the Issue 2019-2 Bonds pursuant to the Resolution.

(©) THDA shall give notice to the Trustee and the MSRB in a timely manner
of any failure by THDA to provide any information required pursuant to subsection (a)
above within the time limit specified therein.
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(d) All notices, documents and information provided to the MSRB shall be
provided in an electronic format as prescribed by the MSRB and shall be accompanied by
identifying information as prescribed by the MSRB.

(e) THDA agrees that the provisions of this Section 6.07 shall be for the
benefit of the beneficial owners of the Issue 2019-2 Bonds whether or not the Rule
applies to such Issue 2019-2 Bonds.

()] THDA may amend this Resolution with respect to the above agreements,
without the consent of the beneficial owners of the Issue 2019-2 Bonds (except to the
extent required under clause (iv)(B) below), if all of the following conditions are
satisfied: (i) such amendment is made in connection with a change in circumstances that
arises from a change in legal (including regulatory) requirements, a change in law
(including rules or regulations) or in interpretations thereof, or a change in the identity,
nature or status of THDA or the type of business conducted thereby; (ii) these agreements
as so amended would have complied with the requirements of the Rule as of the date of
this Resolution, after taking into account any amendments or interpretations of the Rule,
as well as any change in circumstances; (iii) THDA shall have delivered to the Trustee an
opinion of counsel, addressed to THDA and the Trustee, to the same effect as set forth in
clause (ii) above; (iv) either (A) THDA shall deliver to the Trustee an opinion of or
determination by a person unaffiliated with THDA (which may include the Trustee or
bond counsel), acceptable to THDA and the Trustee, addressed to THDA and the Trustee,
to the effect that the amendment does not materially impair the interests of the holders of
the Issue 2019-2 Bonds or (B) the holders of the Issue 2019-2 Bonds consent to the
amendment pursuant to the same procedures as are required for amendments to the
General Resolution with consent of the holders of Bonds pursuant to the General
Resolution as in effect on the date of this Resolution; and (v) THDA shall have delivered
copies of such opinion(s) and the amendment to the MSRB.

(9) THDA'’s obligations with respect to the beneficial owners of the Issue
2019-2 Bonds under these agreements as set forth above terminate upon a legal
defeasance pursuant to the General Resolution, prior redemption or payment in full of all
of the Issue 2019-2 Bonds. THDA shall give notice of any such termination to the
MSRB.

(h) Failure by THDA to comply with this Section 6.07 shall not constitute an
Event of Default under the General Resolution but the undertaking in this Section 6.07
may be enforced by any beneficial owner of the Issue 2019-2 Bonds exclusively by an
action for specific performance. The obligations of THDA in this Section 6.07 shall be
construed and interpreted in accordance with the laws of the State, and any suits and
actions arising out of the obligations under this Section 6.07 shall be instituted in a court
of competent jurisdiction in the State.

Section 6.08. Confirmation and Adjustment of Terms by Committee. The terms of
the Issue 2019-2 Bonds are herein established subject to confirmation by the Committee upon the
sale of the Issue 2019-2 Bonds by the Committee. The Committee is hereby authorized to make
such changes or modifications in the principal amounts, maturities and interest rates for the Issue
2019-2 Bonds and in the application of the proceeds thereof, paying agents, terms of redemption
and the schedule of prepayment amounts to be used for accrued principal installments in such
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manner as the Committee determines to be necessary or convenient to better achieve the
purposes of the Act and in the best interests of THDA.

Section 6.09. Effective Date. This Resolution will take effect immediately.
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EXHIBIT A

BOND PURCHASE AGREEMENT
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EXHIBIT B

[PLANNED AMORTIZATION AMOUNTS FOR PAC BONDS]

Date PAC Bonds
Planned Amortization Amount
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[[400]% PSA PREPAYMENT AMOUNTS
FOR ISSUE 2019-2 BONDS]

Cumulative Cumulative
Date Amount Date Amount
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EXHIBIT C

FORM OF BOND

REGISTERED
RIA][B][-1] SL 1]

TENNESSEE HOUSING DEVELOPMENT AGENCY
RESIDENTIAL FINANCE PROGRAM BOND
ISSUE 2019-2[A][B] [(AMT)][(Non-AMT)]

Interest Rate Dated Date Maturity Date Cusip

[ 1% | |, 2019 | | 880461 ]

REGISTERED OWNER:CEDE & CO.
PRINCIPAL SUM:| |

TENNESSEE HOUSING DEVELOPMENT AGENCY (hereinafter sometimes called
“THDA”), a body politic and corporate and a political subdivision of the State of Tennessee
(herein called the “State”), created and existing under and by virtue of the laws of the State,
acknowledges itself indebted, and for value received hereby promises to pay to the Registered
Owner (shown above), or registered assigns, the principal sum (shown above), on the maturity
date specified above, and to pay interest on said principal sum to the Registered Owner of this
Bond from the dated date hereof until THDA’s obligation with respect to the payment of said
principal sum shall be discharged, at the rate per annum specified above payable on each
January 1 and July 1 commencing [January 1, 2020]. The principal of and interest on this Bond
are payable at the designated corporate trust office of U.S. Bank National Association, Nashville,
Tennessee in any coin or currency of the United States of America, which, on the respective
dates of payment thereof shall be legal tender for the payment of public and private debts.

This Bond is one of the bonds of THDA designated “Residential Finance Program
Bonds” (herein called the “Bonds™) authorized to be issued in various series under and pursuant
to the Tennessee Housing Development Agency Act, Sections 13-23-101 et seq., of the
Tennessee Code Annotated, as amended (herein called the “Act”), a resolution of THDA adopted
January 29, 2013, as amended and supplemented by the Bond Finance Committee on April 18,
2013, and entitled “General Residential Finance Program Bond Resolution” (herein called the
“General Resolution”) and a supplemental resolution authorizing each issue. As provided in the
General Resolution, the Bonds may be issued from time to time in one or more series of various
principal amounts, may bear interest at different rates and subject to the provisions thereof, may
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otherwise vary. All Bonds issued and to be issued under the General Resolution are and will be
equally secured by the pledges and covenants made therein, except as otherwise expressly
provided or permitted in the General Resolution.

This bond is one of a series of bonds additionally designated “Issue 2019-2[A][B]”

(herein called the “Bonds™) issued in the aggregate principal amount of $ under the
General Resolution, a resolution of THDA adopted on March 26, 2019, as amended and
supplemented by the Bond Finance Committee of THDA on __, 2019 (collectively

with the General Resolution, the “Resolutions™). Copies of the Resolutions are on file at the
office of THDA in Nashville, Tennessee and at the principal corporate trust office of U.S. Bank
National Association, Nashville, Tennessee, as trustee under the General Resolution (said trustee
under the General Resolution being called herein the “Trustee”) and reference to the Resolutions
and any and all supplements thereto and modifications and amendments thereof and to the Act is
made for a description of the pledges and covenants securing the Bonds, the nature, extent and
manner of enforcement of such pledges, the rights and remedies of the bearers or registered
owners of the Bonds with respect thereto and the terms and conditions upon which the Bonds
have been issued and may be issued thereunder.

To the extent and in the manner permitted by the terms of the Resolutions, the provisions
of the Resolutions or any resolution amendatory thereof or supplemental thereto may be
modified or amended by THDA with the written consent of the holders of at least two-thirds in
principal amount of the Bonds then outstanding, and, in case less than all of the several series of
Bonds would be affected thereby, with such consent of the holders of at least two-thirds in
principal amount of the Bonds of each series so affected then outstanding. 1f such modification
or amendment will by its terms not take effect so long as any Bonds of any specified like series
and maturity remain outstanding, however, the consent of the holders of such Bonds shall not be
required. In addition, certain other modifications or amendments to the Resolutions can be made
which are not contrary to or inconsistent with the Resolutions without the consent of the
Bondholders.

The holder of this Bond shall have no right to enforce the provisions of the Resolutions,
to institute actions to enforce the provisions of the Resolutions or to institute, appear in or defend
any suit or other proceeding with respect thereto, except as provided in the General Resolution.
In certain events, on the conditions, in the manner and with the effect set forth in the General
Resolution, the principal of all the Bonds issued thereunder and then outstanding, together with
accrued interest thereon, may become or may be declared due and payable before the maturity
thereof.

This Bond is transferable, as provided in the Resolutions, only upon the books of THDA
kept for that purpose at the office of the Trustee by the registered owner hereof in person or by
such owner’s attorney duly authorized in writing, upon surrender of this Bond together with a
written instrument of transfer satisfactory to the Trustee duly executed by the registered owner or
such owner’s attorney duly authorized in writing, and thereupon a new registered Bond or Bonds
in the same aggregate principal amount and of the same subseries and maturity shall be issued to
the transferee in exchange therefor as provided in the General Resolution and upon the payment
of the charges, if any, therein prescribed. THDA and the Trustee may treat and consider the
person in whose name this Bond is registered as the absolute owner hereof for the purpose of
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receiving payment of, or on account of, the principal or redemption price, if any, hereof and
interest due hereon and for all other purposes whatsoever.

This Bond is a special limited obligation of THDA payable solely from the revenues and
assets pledged therefor pursuant to the General Resolution.

The Bonds are issued as fully registered bonds in the denomination of $5,000 or any
integral multiple thereof.

The Bonds are subject to optional, mandatory and sinking fund redemption as described
in the Resolutions.

This Bond does not constitute a debt, liability or other obligation of the State or any
political subdivision thereof other than THDA and neither the State nor any political subdivision
thereof shall be obligated to pay the principal of the Bonds or the interest thereon. Neither the
faith and credit nor the taxing power of the State or of any political subdivision thereof is
pledged to the payment of the principal of or interest on the Bonds.

This Bond shall not be valid or become obligatory for any other purpose or be entitled to
any security or benefit under the Resolutions until the Certificate of Authentication hereon shall
have been signed by the Trustee.

The Act provides that neither the members of THDA nor any person executing this Bond
shall be liable personally hereon or shall be subject to any personal liability or accountability by
reason of its execution.

IT ISHEREBY CERTIFIED, RECITED AND DECLARED that all acts, conditions and
things required by the Constitution or statutes of the State and the Resolutions to exist, to have
happened or to have been performed precedent to or in the issuance of this Bond, exist, have
happened and have been performed in due time, form and manner as required by law and that the
issuance of the Bonds, together with all other indebtedness, of THDA, is within every debt and
other limit prescribed by law.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, TENNESSEE HOUSING DEVELOPMENT AGENCY has
caused this Bond to be executed in its name by the manual or facsimile signature of its Chair and
its corporate seal (or a facsimile thereof) to be affixed, imprinted, engraved or otherwise
reproduced hereon and attested by the manual or facsimile signature of its Executive Director, all
as of the dated date shown above.

TENNESSEE HOUSING DEVELOPMENT

AGENCY
By
Kim Grant Brown
Chair
[SEAL]
Attest:
By

Ralph M. Perrey
Executive Director
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CERTIFICATE OF AUTHENTICATION

This bond is one of the bonds described in the within-mentioned Resolutions and is one
of the Residential Finance Program Bonds, Issue 2019-2[A][B] [(AMT)][(Non-AMT)] of the
Tennessee Housing Development Agency.

U.S. BANK NATIONAL ASSOCIATION, as
Trustee

By

Authorized Signatory

Dated: _,2019
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ABBREVIATIONS

The following abbreviations, when used in the inscription on the face of the within Bond,
shall be construed as though they were written out in full according to applicable laws or
regulations.

TEN COM - as tenants in common
TEN ENT - as tenants by the entireties
JTTEN - as joint tenants with the

right of survivorship and
not as tenants in common

UNIFORM GIFT MIN ACT - Custodian
(Cust) (Minor)

under Uniform Gifts to Minors

Act

(State)

Additional Abbreviations may also be used though
not in the above list

ASSIGNMENT

For value received, the undersigned hereby sells, assigns and transfers unto
the within Bond and all rights thereunder, and hereby irrevocably constitutes and
appoints , attorney to transfer the said Bond on the bond register, with full power
of substitution in the premises.

Dated:

Social Security Number or
Employer Identification
Number of Transferred:

Signature guaranteed:

NOTICE: The assignor’s signature to this Assignment must correspond with the name as it
appears on the face of the within Bond in every particular without alteration or any change
whatever.
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EXHIBIT D

REFUNDED BONDS
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A RESOLUTION OF THE BOARD OF DIRECTORS
OF THE TENNESSEE HOUSING DEVELOPMENT AGENCY
AUTHORIZING REIMBURSMENT OF THDA
FROM PROCEEDS OF ISSUE 2019-2
March 26, 2019

WHEREAS, the Tennessee Housing Development Agency (“THDA”) is financing mortgage loans
for eligible borrowers to purchase single family residences in compliance with the Internal Revenue Code
of 1986, as amended (the “Code”), and the General Residential Finance Program Bond Resolution, (the
#2013 General Resolution”); and

WHEREAS, THDA expects to use its own funds to continue its mortgage loan programs prior to
the availability of proceeds from the issuance of the General Residential Finance Program Bonds, Issue
2019-2, if and when issued and sold (the “Bonds™), through the direct purchase of eligible mortgage loans;
and

WHEREAS, THDA will continue to commit and purchase mortgage loans prior to the closing date
for the Bonds (the “Closing”); and

WHEREAS, THDA expects that up to $60,000,000 in mortgage loans may be purchased prior to
Closing; and

WHEREAS, it is in the best interest of THDA to reimburse itself from the proceeds of the Bonds
for THDA funds expended to purchase mortgage loans prior to the Closing.

NOW THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THDA THAT:

1. Use of proceeds from the Bonds in an amount not to exceed $60,000,000 shall be used to reimburse
THDA for the actual amounts expended to purchase mortgage loans made to eligible borrowers
who purchased single family residences in accordance with the requirements of the Code and the
2013 General Resolution.

2. This resolution shall take effect immediately.
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Tennessee Housing Development Agency
Grants Committee

March 26, 2019
10:00 a.m. Central Time

AGENDA

1. Call O OFEI ettt st e e van Vuuren
2. Approval of Minutes for January 29, 2019 Meeting ......cccceccveeerviiveeeinieeeeennnn, van Vuuren
3. 2019 Weatherization Assistance Program Model Plan Submission ..........ccccccevvvveeennn. Watt
4, Grant Extension Request by Kingsport Housing & Redevelopment Authority

(HTF-L1B8S-02) ..ottt ettt ettt st sae e ettt e st e e sbe e s e e e beesane e Watt
5. Request for Approval of HOME Grant EXtENSIONS ....cccvvuvieeiriiiiieiniieeecsiieeeesieee e Watt
6. Building Trade Demonstration Project .........cccovciveeiiiiieieiniiieee e csieeee e Perrey/Watt
7. HOME Beneficiary REPOIT ....uuiiiiiiiieieiiiee ettt e e s s e e s iaee e e e Webb
8. 7AYo | o U1 o USRS van Vuuren
LOCATION COMMITTEE MEMBERS
William R. Snodgrass—Tennessee Tower Pieter van Vuuren, Chair
312 Rosa L. Parks Avenue; Third Floor Tre Hargett
Nashville, TN 37243 John Krenson

Austin McMullen
Lynn Tully

The Nashville Room Justin Wilson






TENNESSEE HOUSING DEVELOPMENT AGENCY
GRANTS COMMITTEE
January 29, 2019

Pursuant to the call of the Chair, the Grants Committee of the Tennessee Housing
Development Agency Board of Directors met in regular session on Tuesday, January 29, 2019, at
10:01 a.m. Central Time in the Nashville Room at the William R. Snodgrass Tennessee Tower,
312 Rosa L. Parks Avenue, Nashville, Tennessee.

The following Committee members were present: Secretary of State Tre Hargett, Lynn
Tully, and Katie Armstrong (for Comptroller Justin Wilson). Austin McMullen and Pieter van
Vuuren were absent. Other Board members present were Dorothy Cleaves, John Krenson, Erin
Merrick, and Samantha Wilson.

Secretary of State Hargett chaired the meeting and called the meeting to order. He called
for consideration of the minutes from the November 13, 2018, meeting. Upon motion by Secretary
of State Hargett, second by Ms. Tully, the minutes were approved.

Secretary of State Hargett next called on Ms. Lorrie Shearon, THDA'’s Chief Strategy
Officer, to present information about a proposed 2020 Capacity Building Grant Program.
Ms. Shearon referenced her memorandum dated January 22, 2019 for details about the grant
program proposal. She noted that many of THDA’s programs are dependent upon nonprofit
organizations throughout the state to help administer the programs at the local level, and these
organizations could greatly benefit from the development of a strategic plan and/or succession
plan. She referenced the following highlights of the proposal:

$200,000 of THDA funds available in the first year;

A maximum grant of $10,000 per selected organization;

A minimum of two (2) years of experience with affordable housing in Tennessee required,
Consultants to be selected by the selected organization;

Match required based on the annual budget of the selected organization;

Grant payments to be made upon completion of specified milestones;

Progress reports required; and

An application deadline at the end of August with funding beginning in the fall.

Upon motion by Secretary of State Hargett, second by Ms. Tully, the Committee recommended
approval to the Board of the 2020 Capacity Building Grant Program as described in the referenced
memo.

Next, Secretary of State Hargett called upon Mr. Don Watt, Director of Community
Programs, to present a grant extension request from Sevier County for the 2017 Rebuild and
Recover Program. Mr. Watt referenced his memorandum dated January 22, 2019 and the attached
request letter from Sevier County. Mr. Watt noted that THDA awarded $393,750 to Sevier County
under the 2017 Rebuild and Recover program to assist 25 homeowners who sustained damage
after the 2016 wildfires. He reported that Sevier County contracted with Appalachia Service
Project to complete the work and that, to date, 15 homes are complete, 5 are under construction,



and pre-construction work is underway for the remaining 5. He stated that all construction activity
is expected to be completed by May 31, 2019, bringing all work to completion within 24 months
of the grant award on June 1, 2017. Mr. Watt pointed out that even with the extension, the grant
has a 30% shorter timeline than THDA'’s typical grant periods for construction grants, and staff is
supportive of the extension. Mr. Watt then informed the Committee that Ms. Melisa Miller of
Appalachia Service Project was present to answer any questions. Secretary of State Hargett
recognized Ms. Miller and allowed her to make a statement. Upon motion by Secretary of State
Hargett, second by Ms. Armstrong, the Committee recommended approval to the Board for an
extension to May 31, 2019 for the Sevier County 2017 Rebuild and Recover grant.

Next, Secretary of State Hargett called upon Mr. Watt to give an update on the 2019 Fall
Round of the Tennessee Housing Trust Fund Competitive Grants funding awards. Mr. Watt
referenced his memorandum dated January 22, 2019 and the attached scoring matrix. He reported
that 20 eligible applications were received, requesting over $7.3M, however, only $2.2M was
available. He explained that the Executive Director approved full funding to the top 6 scoring
applications as described in the referenced memo. Mr. Watt noted that staff is pleased with the
mix of populations that will be served under these grants, including female ex-offenders, homeless
veterans, adults with intellectual disabilities, young adults exiting out of foster care, and adults
who are elderly and disabled, with a target for TennCare Choices clients. He further noted that
these awards will create 70 units of housing, serving a total of 79 households.

Next, Secretary of State Hargett called upon Mr. Watt to give an update on the 2018 HOME
Community Housing Development Organization (CHDO) Mini Round 2 grant awards. Mr. Watt
referenced his memorandum dated January 22, 2019 and the attached scoring matrix. He reported
that 5 applications were received, requesting over $2.6 million in funding for the development of
homes for sale to low and moderate income households and over $132,000 for operating
assistance. He indicated that with $1,435,877 available for development funds and $667,097
available for operating assistance, the Executive Director approved all of the development funding
and $45,000 of operating assistance to the two top-scoring applicants as described in the referenced
memo. Mr. Watt informed the Committee that all development funding set aside for CHDOs under
the 2018 program was fully awarded.

There being no further business to come before the Committee, the meeting was adjourned.

Respectfully submitted,

Ralph M. Perrey
Executive Director

Approved the 26" day of March, 2019.
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Tennessee Housing Bevelopment Agency

Andrew Jackson Building Third Floor
502 Deaderick St., Nashville, TN 37243

Bill Lee Ralph M. Perrey
Governor Executive Director

MEMORANDUM

TO: Grants Committee and Board of Directors

FROM: Don Watt, Director of Community Programs

DATE: March 18, 2019

RE: Program Year 2019 Weatherization Assistance Program

The U. S. Department of Energy (DOE) will be accepting applications from states for the Program
Year 2019 Weatherization Assistant Program (WAP). Applications are due to the DOE no later than
May 3, 2019. The Program Year 2019 allocation for Tennessee is $5,045,797, with approximately
$504,580 available for administrative costs, $832,216 available for training and technical assistance,
and $3,709,001 available for program costs.

WAP and the activities carried out with the WAP funding are subject to federal regulations found at 10
CFR Part 440 (the "WAP Regulations™). The annual application to the DOE defines the program and
requires that the program be made available to eligible agencies that serve all areas (counties) in the
state. Grantees for WAP funding are those agencies meeting the federal definition of an eligible entity
which includes Community Action Agencies (CAA) or other public or nonprofit entities selected on
the basis of public comment received during a public hearing conducted pursuant to 10 CFR Part
440.14(a) and other appropriate findings regarding:

(1)  The subgrantee's experience and performance in weatherization or housing renovation
activities;

(i)  The subgrantee's experience in assisting low-income persons in the area to be served; and

(iii) The subgrantee's capacity to undertake a timely and effective weatherization program.

The program funding is allocated by county, based on the percentage of the low-income population
residing in that county, as determined through the use of SAIPE (Small Area Income and Poverty
Estimates) census data.

The local agency will receive, if willing to participate, the allocation for the county or counties located
in their service delivery area. THDA will retain funding for administrative expenses and program
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related training and technical assistance expenses, as permitted under federal regulations. Staff will
also conduct public meetings to explain the program and funding situation.

THDA proposes the following material policy changes for the 2019 program year:

1. Increase the average cost per unit amount from $7,371 to $7,541 in accordance with the
increase to the limit set annually by DOE in order to accommodate cost increases to implement
weatherization activities.

2. Allowing subgrantees to utilize in-house crews for weatherization work if desired and
approved by THDA.

3. Utilize Training and Technical Assistance funds for additional activities, which may include
building additional training houses as well as partnering with a third party for the development
of data showing the actual energy savings and the health impacts of weatherization.

4. Added requirement for all HVAC replacements to be Energy Star rated or equivalent.

Staff is requesting Board and Committee approval of THDA submitting an application to DOE for the
WAP Program Year 2019 funds by the federal deadline of May 3, 2019, with the Executive Director
authorized to approve changes as may be necessary to meet any changes in program requirements
from DOE prior to the submission date, including without limitation, the authority to determine that
submission of an application is not in the best interest of THDA.

Staff anticipates DOE approval of Tennessee’s 2019 WAP application before the September 2019
THDA Board meeting. At that time, Community Programs staff will provide the Board and
Committee with an update on participating agencies, program updates, and any amendments to the
approved plan.
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Tennessee Housing Development Agency

Andrew Jackson Building Third Floor
502 Deaderick St., Nashville, TN 37243

Bill Lee Ralph M. Perrey
Governor Executive Director
MEMORANDUM
TO: Grants Committee and Board of Directors

FROM: Don Watt, Director of Community Programs

DATE: March 18, 2019

RE: Request for Approval of 2016 Spring THTF Competitive Grants Program Grant Extension
for HTF-16S-02 — Kingsport Housing and Redevelopment Authority — Charlemont
Apartments

Recommendation

Staff recommends approval of the extension request for HTF-16S-02 with the Kingsport Housing and
Redevelopment Authority to December 31, 2019 as further described below.

Background

THDA awarded a $500,000 grant (HTF-16S-02) to the Kingsport Housing and Redevelopment
Authority (“KHRA”) under the 2016 Spring Round of the Tennessee Housing Trust Fund (“THTF”)
Competitive Grants Program. KHRA is using the funds to rehabilitate Charlemont Apartments, a
historic building originally constructed in 1935 as a hospital and later used as private market rental
housing for many years. The building is located in the historic district of downtown Kingsport and,
upon completion, will include 15 apartments for extremely low income households when complete.

To date, KHRA has expended 80% of its grant award, completing the relocation of tenants and the
demolition of the units. KHRA is currently undertaking structural work and has secured the remaining
project financing, including an award of 2016 National Housing Trust Fund monies on April 3, 2018,
and 4% tax credits secured on December 28, 2018.

The existing grant is set to expire on June 30, 2019. KHRA has requested a 6-month extension to allow
for the completion of the remaining construction activity.
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KHRA)
906 East Sevier Avenue

Kingsport, TN 37662-0044

Kuinsporr HousING & REDEVELOPMENT AUTHORITY

February 27, 2019

Don Watt

Director of Community Programs
Tennessee Housing Development Agency
502 Deaderick Street, 3 Floor

Nashville, TN 37243

Dear Mr. Watt,

Kingsport Housing & Redevelopment Authority (KHRA) requests an extension of its Spring 2016
Tennessee Housing Trust Fund grant, set to end June 30, 2019. This grant was approved for the
construction of 15 new units at Charlemont Apartments, a historic building dating back to 1935 and
located in the historic district of downtown Kingsport.

When KHRA was asked by city officials in 2015 to acquire the property, it was in an extreme
dilapidated condition, with extremely low-income tenants who were living in unsanitary conditions.
KHRA purchased the building and relocated all the residents to safe, decent and affordable housing.
After we were approved for the Tennessee Housing Trust Fund grant, we hired a contractor, who
completed the interior demolition. Today, the building is boarded up and has severe structural issues
that must be addressed before construction can begin on the interior units. The structural work is now
being conducted. Therefore, I am certain that the new units will not be completed by June 30, 2019.

Moreover, Charlemont is part of KHRA’s overall redevelopment project, and we didn’t get our 4%
tax credit financing until December 28, 2018. Charlemont has also been awarded a $749,935 National
Housing Trust Fund grant, which will be combined with tax credit financing to complete the
Charlemont project.

Our developer has a target completion date for these units of December 31, 2019. Please consider this
request for an extension of the grant to that time. Thank you for your consideration. If there is

anything else we need to do, please let us know.

Sincerely,

//x/wg%wm

Terry W. Cunningham
Executive Director

kingsporthousing.org * Telephone (423) 245-0135 * Fax (423) 392-2530 * TTY/TDD (423) 246-2273 (Contact Concern)

Kingsport Housing & Redevelopment Authority shall not discriminate because of race, color, sex, religion, familial status, disability, handicap, national origin
sexual orientation or gender identity in the leasing, rental or other disposition of housing.

EGUAL HOUSIND






Tennessee Housing Development Agency

Andrew Jackson Building Third Floor
502 Deaderick St., Nashville, TN 37243

Bill Lee Ralph M. Perrey
Governor Executive Director
MEMORANDUM
TO: Grants Committee and Board of Directors

FROM: Don Watt, Director of Community Programs

DATE: March 18, 2019

RE: Request for Approval of HOME Grant Extensions: Town of Benton (HM-1516-01);
Bledsoe County (HM-1516-02); City of Bolivar (HM-1516-03); City of Cleveland (HM-
1516-05); City of Oak Ridge (HM-1516-28); Rutherford County Area Habitat for Humanity
(HM-14-20)

Recommendation

Staff recommends approval of each of the referenced HOME Grant extension requests to June 30,
2020 as further described below.

Background

The Town of Benton has requested an extension of the 2015-2016 HOME grant to December 30, 2020.
This grant is currently set to expire on June 30, 2019. To date, the Town has expended $80,362 of
$500,000 awarded. Seventeen eligible homeowners have been identified. Two units have been
completed to date, with two additional rehabilitations under way. Work write-ups also are being
prepared for three homes, and the community plans to complete four additional units by the close of
the grant. The Town has noted issues with obtaining contractor bids as well as staff turnover at their
grant administrator, the Southeast Tennessee Development District, which have impeded program
implementation during the allotted grant period.

Bledsoe County has requested an extension of the 2015-2016 HOME grant to December 30, 2020.
This grant is currently set to expire on June 30, 2019. To date, the County has expended $101,963.50
of $500,000 awarded. Eleven eligible homeowners have been identified. Three units have been
completed to date. Work write-ups also are being prepared for three homes, and the community plans
to complete four additional units by the close of the grant. The County has noted issues with obtaining
contractor bids as well as staff turnover at their grant administrator, the Southeast Tennessee
Development District, which have impeded program implementation during the allotted period.
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The City of Bolivar has requested an extension of the 2015-2016 HOME grant to March 31, 2021.
This grant is currently set to expire on June 30, 2019. To date, the City has not expended any funds of
the $321,000 awarded. Twenty eligible homeowners have been identified. Work write-ups have been
prepared for two homes. The community plans to complete a total of seven units by the close of the
grant. The City has noted issues with staff turnover at their grant administrator, the Southwest
Tennessee Development District, as well as issues to identify an experienced Rehabilitation
Coordinator that have impeded program implementation during the allotted period.

The City of Cleveland has requested an extension of the 2015-2016 HOME grant to June 30, 2020.
This grant is currently set to expire on June 30, 2019. To date, the City has expended $82,446 of the
$375,000 awarded. The City has identified 22 eligible homeowners. The City’s program has completed
work on two units to date, with one additional rehabilitation under way. Work write-ups also are being
prepared for three homes. The City has noted issues with obtaining contractor bids, with only one firm
certified to undertake lead paint hazard activities. The City has contracted with the Southeast Tennessee
Development District to administer the program on the City’s behalf.

The City of Oak Ridge has requested an extension of the 2015-2016 HOME grant to June 30, 2020.
This grant is currently set to expire on June 30, 2019. To date, the City has not expended any funds of
the $500,000 awarded. Over the last year, the City noted that 100% of its planning staff has turned over.
THDA staff have met with the City on three separate occasions to provide technical assistance to
improve its grant administration. The City has now reached agreement with the Oak Ridge Housing
Development Corporation to assist in program administration. Community Programs staff will be
providing additional technical assistance to the city and the Corporation on March 27, 2019.

The Rutherford County Area Habitat for Humanity has requested an extension of the 2014 HOME
grant to June 30, 2020. The grantee has already received a one-year extension as part of the blanket
extension provided to all 2014 grantees. The 2014 grant is now set to expire on June 30, 2019. To
date, the Rutherford County Area Habitat chapter has expended slightly over 50% of its $400,000 grant
award, providing down payment assistance to fourteen home buyers to date. Two additional home
buyers will close prior to June 30, 2019. The Grantee has been slowed by a number of factors, including:

e Delays in securing a vendor to complete the required environmental review resulted in the inability
to assist eight home buyers that had been expected to be assisted by the grant.

e An 8-acre parcel originally expected to be purchased was not, eliminating efficiencies in unit
development as scattered site parcels were secured instead.

e The inability to combine THDA’s HOME funds with New Start funds resulted in seven home buyers
not being served by the grant as originally anticipated.

The chapter is breaking ground on a new 18-acre parcel, where 77 units will be constructed in total. In
combination with scattered site lot development, this new parcel will provide sufficient sites for use of
all but $64,206.53 of the remaining grant funds by June 30, 2020. Staff will de-obligate these remaining
funds for award under the 2019 HOME Program Description.
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Town of Benton

P oO. Drawer o
Main Strget
Benton, Tennessee 37307

bl

3/6/2019 _ (615) B9B-5793

To: Don Watt, Director of Community Programs
502 Deaderick 5t, Second Floor
Nashville, TN 37243

RE: Bentor HOME Grant 2015-2016/ HM-1516-01
Request for Grant Extension

Twenty-four Benton HOME Grant Pre-Applications have been processed, with a pricrity list of 17 ehgub!a homeowners:
0 Flood Plain
17. Eligible Units
7 Denlals {1 over income)

The status for current projects/units is shown below:;

Completed Projects: $80,362.00
2 House Rehabs

Projects Underway: $85,814.00 A R
2 House Rehabs

Other Progress: 53,300,00
3 Work write-ups ordergd

L w S T gk o.
As shown abave, two hames have been rehabbed or reconstructae through this grant to date and anather five additional

hornes are currently underway, for a total of $169,476.00. This jea gg aremaining rehab grant balance of $300,524.00 and
an admin balance of $30,000. :

Two additional hormes have recently started construction and three other homes are undergoing inspection and iead-testing
(if applicable), Once testing is complete, these three homes will go through the bid process and utilize a total of $120,000in
construction costs, About $180,000 of additional funds will be left in the grant to cover 4 more hames on the priority Hst,
There are more homeawners on the priority list that cannot be covered in this grant, so it Is in our best interest to assist as
many as we posstbly can,

Due to a low ameunt of bidding contractors and only ane of those being lead certified, it has teken us more time than normal
to get projects to the canstruction phase. We have heen able to move more quickly by accepting a bid from only one
contractor who is within or close to the 10% estimate, In the last year, the HOME projects have been under the direction of
threa differant administrators, stalling the grant’s progress. Tharefore, we would like to request an extension of up to 18
months, bringing the completion date to 12/30/2020. This timeframe ensures that we ¢an serve the maximum number of
hameowners in the time allotted. Please contact me if you nead any additional information.

. D —
¢ %
lerry Sfephetis
Mavyor, Towh of Benton

{423) 338-5733
bentonrecorder@hotmall.com
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Bledsoe County Courthouse Bledsoe County, Tennessee Phone: 423/447-6855

P.O. Box 149 . Fax: 423/447-7265
Pikeville, TN 37367 Gregg Rldley, County Mayor E-mail: bledsoemayor@bledsoe.net
3/6/2019

To: Don Watt, Director of Community Programs
502 Deaderick St, Second Floor
Nashville, TN 37243

RE: Bledsoe HOME Grant 2015-2016/ HM-1516-02
Request for Grant Extension

Twenty-seven Bledsoe HOME Grant Pre-Applications have been processed, with a priority list of 11 eligible
homeowners:

0 Flood Plain

11 Eligible Units (1 serviced through ERP)

16 Denials (1 over income)

The status for current projects/units is shown below:
Completed Projects: $101,953.50
3 House Rehabs

Other Progress: $3,300.00
3 Work write-ups ordered

As shown above, three homes have been rehabbed or reconstructed through this grant to date and another three
additional homes are in the work write-up phase, for a total of $105,253.50. This leaves a remaining rehab grant
balance of $364,746.50 and an admin balance of $30,000.

Once a work write-up is issued and lead-testing (if applicable) is complete, these three homes will go through the bid
process and utilize a total of $120,000 in construction costs. About $244,746.50 of additional funds will be left in the
grant to cover 4 more homes on the priority list. These remaining funds will assist all the eligible homeowners who
applied for assistance, so it is in our best interest to assist as many as we possibly can.

Due to a low amount of bidding contractors and only one of those being lead certified, it has taken us more time than
normal to get projects to the construction phase. We have been able to move more quickly by accepting a bid from only
one contractor who is within or close to the 10% estimate. In the last year, the HOME projects have been under the
direction of three different administrators, stalling the grant’s progress. Therefore, we would like to request an
extension of up to 18 months, bringing the completion date to 12/30/2020. This timeframe ensures that we can serve
the maximum number of homeowners in the time allotted. Please contact me if you need any additional information,

Sincerely,

GreggRidley

Bledsoe County Mayor
(423) 447-6855
bledsoemayor@bledsoe.net







Julian A, McTizic, Sr. Council Members:

MAYOR

Tracy Byrum

Shelia Dellinger Melvin Golden

CITY ADMINISTRATOR Jonathan Joy

Todd Lowe

City of Bolivar 2ty Mc‘f{l““‘e

211 North Washington S;:;:r\]:’alle]:;a

ivar, TN 38008 )
Bollvar TN Tommie Woods
March 7, 2019

Don Watts, Director of Community Programs
Tennessee Housing Development Agency
Andrew Jackson Building Third Floor

502 Deaderick Street

Nashville, TN 37243

Subject: City of Bolivar 2016 HOME Grant — Request for Grant Period Extension

Dear Mr. Watts,

{ am submitting this letter to request an extension for the City of Bolivar’'s HOME Grant end date. The
City’s 2016, grant expires June 30, 2019. Due to turnover in the staff at Southwest Tennessee
Development District, which is working as the grant writer/administrator and the attempt to proceed
with the grant without an experience Rehab Coordinator, the City’s grant has only completed
preliminary steps in the process and has yet to draw any funds.

e 31 applications were received in response to public meetings and notices

e 20 applicants were deemed eligible with thorough walk-throughs completed in all homes to
complete the suggested THDA rating system

e 12 applicants’ homes have been cleared through the environmental review process

e 4 homes have completed a second inspection/walk-through to prepare the HO-6A Work Write-
Up

e 2 homes have completed HO-6A Work Write-Ups with one home requiring a lead based paint
assessment (a quote has been received for LBP services)

Because of the continued delays in grant administration and preparing work write-ups SWTDD has
proposed to the City to procure services of a THDA approved Rehab Coordinator to review work

Phone 731-658-2020 Fax 731-658-1877 www.cityofbolivar.com




completed to date and to move forward with the bidding of the first four homes. it is the sincerest
intention of the City and SWTDD to provide this much needed work to the homeowners who are waitlng
for assistance and who are in great need. If the Grants Committee and Board of Directors will approve
our request for more time additional homes will be evaluated in the work write-up process to insure all
grant funds are exhausted. Pending approval of the grant extension the following schedule for
completion of the grant is being proposed:

March 2019 Procure Rehab Coordinator services through intergovernmental process

April 2019 Finalizé work write-ups for first two homes and complete LBP assessment

June 2019 Conduct bidding for two homes pending approval from THDA; finalize work
write-ups of 3 & 4™ homes pending Rehab Coordinator’s schedule

July-August 2019 Award bids followed by contracts and start of construction

July-October 2019 Complete process for THDA approval and bidding of 3™ & 4™ homes

November 2019 Completion of first two homes and all required inspections

December 2019 Bidding of 3" & 4™ homes

January-June 2020 Completion of 3" & 4™ homes from bid award through final inspections

April-June 2020

Complete work write-ups for 5", 6, & 7™ homes

July 2020-February 2021

Completion of 5", 6™, & 7" homes

March 2021

Final pay requests and grant closeout documentation

Thank you for your consideration and please let me know if you have any questions.

Sincerel

ian A. McTizic, Sr.
/Mayor

cc: Bill Lords -
CSmith, SWTDD




Received

ity of leueland

CLEVELAND, TENNESSEE Community Programs
Office of the Mayor

Cleveland Municipal Building
190 Church Street, N.E.
P.O.Box 1519
(423) 476-8931
(423) 559-3364 Fax

Kevin Brooks
Mayor

March 15, 2019

Mr. Don Watt

Director of Community Programs
502 Deaderick Street, Second Floor
Nashville, TN 37243

RE: Cleveland HOME Grant 2015-2016/ HM-1516-05, Request for Grant Contract Extension
Dear Mr. Watt,

The City of Cleveland respectfully requests a 12-month extension on the above referenced project. The
current contract expires 6/30/2019. Due to a low amount of bidding contractors, and only one of those
being lead certified, it has taken more time than normal to advance projects to the construction phase.
Extending the grant contract completion date to 6/30/2020 will aliow the City of Cleveland the time
needed to spend the funds and assist more citizens. Thirty Cleveland HOME Grant Pre-Applications have
been processed, with a priority list of 22 eligible homeowners. Two houses have been completed and
one house is under construction.

Completed Projects: $82,402.00
2 House Rehabs

Projects Underway: $44,422.00
1 House Rehab

The City of Cleveland has 3 houses in work write-up stage and has completed work totaling $130,124.
The remaining balance of the grant is $222,376.

Thank you in advance for your patience and assistance. You may contact our administrator, Ms.
Emmalyn Bradford, Housing Coordinator at Southeast Tennessee Development District at 423-355-8181
or ebradford@sedev.org. You may also contact Ms. Cathy Andrews, Redevelopment Coordinator, City of
Cleveland, for additional information. Ms. Andrews may be reached at 423.457.9562.







CITY OF

OAK RIDGE Office of the Mayor

Telephone (865) 425-3432

POST OFFICE BOX 1 + OAK RIDGE, TENNESSEE 37831-0001
March 1, 2019

Mr. Don Watt

Director of Community Programs
Tennessee Housing Development Agency
502 Deaderick Street

Andrew Jackson Building; Second Floor
Nashville, TN 37243

RE: HOME Grant extension - City of Oak Ridge (#HM-1516-28)
Dear Mr. Watt:

The City of Oak Ridge is requesting a one year extension for our current HOME Grant (#HM-1516-28,
Tracking #31620-00330) in order to complete work benefiting eligible Oak Ridge citizens.

During the fast year, our department has had 100% turnover in planning staff, replacement of primary
administrative support person assisting with grant administration, and extended medical leave for both of
our two administrative positions. In light of this tumover, our staff has been unable to complete all
necessary work to utilize the HOME grant funds.

We have recently reached agreement with the Oak Ridge Housing Development Corporation, to assist us
in administration of the HOME grant funds, and are developing a work program to complete the eligible
activities under the grant. Unfortunately, this promising agreement has come too late for the work to be
completed by the existing June 30, 2019 deadline. |f approved, the Development Corporation and
Community Development staffs will receive THDA administrator training and begin work under the grant
agreement.

As such, in light of staff stabilization and the agreement for administrative services via the Development
Corporation, the City of Oak Ridge is requesting an extension of time on HOME grant (#HM-1516-28),
until June 30, 2020, so that the work can be completed.

{f you need additional information, please contact Wayne Blasius, Oak Ridge Community Development
Director at 865-425-3531 or wblasius@oakridgetn.qov.
/
Y|
{

’ Vfl,arre/n L. G/ h%ﬂd/

4
Mayor

Thank you for your assistance in this matter.







Rutherford County Area

I Habitat for Humanity®

March 13, 2019

Don Watt

Tennessee Housing Development Agency
Andrew Jackson Building

Third Floor

502 Deaderick St.

Nashville, TN 37243

Re:  Rutherford County Area Habitat for Humanity
Home Grant — Contract Number HM-14

Dear Don,

Please accept this request to extend our HOME Grant HM-14 from June 30, 2019 to June
30, 2020. Our request is not due to a lack of capacity as we have built 29 homes since
our grant award, but we have experienced challenges at the start of our program that have
prevented us from submitting those units. The challenges and impact on our grant are as
follows:

1) We were delayed in obtaining our Environmental Review, due to lack of experience
and trouble finding a willing vendor to assist us. This delay resulted in 8 units that were
eligible, but that were not included in the grant. We were able to work with our local
community development department to obtain the review in July of 2016.

2) We did not purchase the eight-acre property as planned. This forced us to continue to
use scattered/single sites without the efficiency of building multiple homes at one time.

3) We have had homebuyers who were ineligible for the HOME program due to the use
of other THDA programs. At the time of applicated, we expected to be able to use the
New Start Program, but later learned that the combination of those funds was no longer
allowed. We have 7 houses that were built that were ineligible due to this exclusion.

Despite these challenges, we have completed 14 units and sold them to qualified
homebuyers (see attached). We have two additional houses being rehabbed to be sold to
qualified homebuyers through 6/30/2019.

Moving forward, we have identified a new 18 acre-property, purchased it in July of 2018

and had it annexed into the City of Murfreesboro. Current site plans indicate that this
property will allow us to build 77 new homes. We are prepared to break ground in the

850 Mercury Blvd, Murfrecsboro, TN 37130 Phone (615) 890-5877 Fax (615) 890-2393 www.rchth.org




Don Watt
March 13, 2019
Page Two

Spring of 2019 and to complete the infrastructure for Phase One by the end of the
calendar year. Our plan is to build and sell the first five homes in the Spring of 2020.

Additional information regarding the projected homes to be built are also on the attached
document.

We open our application process for homeownership in April of 2019. At that time, we
will identify future homeowners that may be eligible to participate in the HOME grant.
Eligible applicants would be submitted for the five homes to be built in the Spring of
2020.

If approved, we would continue to use the HOME program to provide much needed
down payment assistance for our future homeowners. We would be able to use
$335,793.47 and would surrender $64,206.53 of the original award to be disbursed to
other projects during the currently application round.

Thank you for the opportunity to submit this request and for your consideration.

Sincerely,
Terri Shulty

Terri Shultz, Executive Director

850 Mercury Blvd, Murfreesboro, TN 37130 Phone (615) 890-5877 Fax (615) 890-2393 www.rehfh.org




HomeOwner

Hendricks
Reese
Martin, D
Richardson
Hazelwood
Russell, C
Benyamin
Martin, E
Hinton
Espy
Russell, D
Batey
Mayfield
Pettus
Custer
Harrell

Admin
Total at 6/30/2019

Balance at 6/30/2019

Fall 2019

Spring 2020
Spring 2021
Spring 2022
Spring 2023
Spring 2024
Admin

Total at 6/30/2020

Balance at 6/30/2020

850 Mercury Blvd, Murfreesboro, TN 37130 Phone (615) 890-5877 Fax (615) 890-2393 www.rchfh.org

DownPayment Assistance Amount

$14,419.12
$14,622.57
$11,719.68
$14,999.00
$12,549.50
$14,550.00
$14,550.00
$14,200.00
$14,550.00
$14,200.00
$14,994.76
$14,200.00
$14,200.00
$14,900.00
$14,900.00
$14,200.00

$14,948.84

$242,703.47

$157,296.53

$14,500.00
$14,500.00
$14,500.00
$14,500.00
$14,500.00
$14,500.00

$6.090.00
$93,090.00

$ 64,206.53







Tennessee Housing Development Agency

Andrew Jackson Building Third Floor
502 Deaderick St., Nashville, TN 37243

Bill Lee Ralph M. Perrey
Governor Executive Director
MEMORANDUM
TO: Grants Committee and Board of Directors

FROM: Ralph M. Perrey, Executive Director and
Don Watt, Director, Community Programs Division

DATE: March 18,2019

RE: 2019 Building Trades Demonstration Program

Recommendation:

Staff recommends the allocation of up to $450,000 from the Tennessee Housing Trust Fund to provide
support for a demonstration project supporting vocational training in the building trades in Shelby
County. Funding would come from the Tennessee Housing Trust Fund, drawing on funding allocated
to, but unused by, the Rebuild and Recover Program. THDA support for the demonstration project
would be in the form of a one-time grant to The Tennessee Builders Education Foundation.

THDA'’s interest in supporting this initiative stems from its statutory charge to support the homebuilding
industry in Tennessee. While it is beyond THDA’s mission to provide on-going operational support for
such a program and beyond THDA'’s financial capability to support such projects statewide, staff sees
value in assisting with the start-up costs of a demonstration project which, if successful, may be the
model for a broader vocational training program funded by the state through its education budget.

Background:
The April 2018 report of the Go Build Tennessee program notes that all across the state, the construction

industry is struggling to meet demand. As the skilled construction labor force ages, with fewer younger
workers entering into these trades, the national labor shortage within the construction industry as
reported in the Wall Street Journal is in excess of one million.

www.THDA.org - (615) 815-2200 - Toll Free: 800-228-THDA



Page 2
The Go Build Tennessee program noted in its April 2018 report that:

Interest in the pursuit of these occupations has been on a steady decline due to continued
misperceptions about the wages, opportunities and career pathways — and further compounded
by the elimination of construction-related vocational programs with the push of four-year
degrees and worsened by the exodus of workers and economic impact of the Great Recession of
the late 2000’s and recent natural disasters across the country. As a result, young people seldom
even consider these occupations and parents and counselors have become equally reluctant to
discuss these career paths as well.

These findings are supported by THDA’s own program partners involved in homeowner rehabilitation,
repair, and weatherization programs. These partners regularly struggle to find qualified and experienced
contractors to perform the work required to provide the improvements necessary to assist low and
moderate income families with essential home improvements to enhance the household’s housing
stability.

Demonstration Program Structure:

The demonstration project, developed by the Tennessee Builders Education Foundation in partnership
with The Homebuilders Institute, a 501 [c] [3] entity founded by the National Association of Home
Builders, proposes to offer vocational training in the building trades in Shelby County Schools. The
project has been endorsed by the Shelby County Schools system and the program curriculum has been
approved by the state Department of Education’s Curriculum Review panel. A full description of the
program’s objectives, organization, and budget are attached.

Funding:

THDA Staff is proposing to reallocate funding for this demonstration program from the existing
$1,045,583 in Tennessee Housing Trust Funds monies currently available from unobligated past
allocations made to the Rebuild and Recover Program.
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A Proposal to the Tennessee Housing Development Agency
Prepared by
The Tennessee Builders Education Foundation

Overview:

The Tennessee Builders Education Foundation (TBEF) is an IRS registered 501 [c] [3]
Foundation originally created by the Memphis Area Home Builders Association in 2008, then
re-registered by West Tennessee Home Builders Association in June of 2017. The leadership
of the Foundation is comprised of nine Past Presidents of the West Tennessee Home Builders
Association and eight Shelby County community leaders all of whom share the view that many
of the County’s ails can be solved by providing skills training leading to good paying jobs.

The Home Builders Institute (HBI) headquartered in Washington D.C., also a 501 [c] [3]
organization, founded by the National Association of Home Builders (NAHB) more than 50
years ago. HBI licenses the Pre-Apprenticeship Certificate Training (PACT) curriculum which
was originally developed by subject matter experts and professional tradespeople. Today it is
now widely used throughout the country — currently there are approximately 275 programs
that provide instruction for over 13,000 students in 46 states. The curriculum is being used by
schools in 17 states.

Though the curriculum is not currently used in schools in Tennessee, it is used by a number
of nonprofits in the state to provide trades instruction.

HBI is the largest trades training provider in the U.S. Dept. of Labor’s Job Corps program,
and are the recipient of a $50 million grant from the Home Depot Foundation to train
transitioning military on bases across the country including Fort Campbell in Tennessee.

The following is a proposal to address the critical shortage of skilled craftsmen in the building
industry by introducing residential Construction Career Technical Education (CTE) curriculum
into the high schools across Tennessee.

Objective:
The TBEF proposes a three-year project to demonstrate the viability of using the Pre-
Apprenticeship Certificate Training (PACT) curriculum developed by HBI to prepare students
throughout Tennessee for careers in the building industry. The demonstration project will be
conducted in the Shelby County area high schools, with the intent to take the program state
wide in year 3.

Additionally the Foundation will work with a variety of community groups to train underserved
youth aged 18 to 25 in Shelby County.



The Need:

Unfilled construction jobs across the U.S. are at an all-time high. Table 1 shows that there were
317,000 construction job openings across the U.S. at the end of December 2018. Estimates
for the State of Tennessee are that nearly 9,500 construction jobs are unfilled, with 1,900 of
those attributable to Shelby County.
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Table 1 — Unfilled Construction Jobs (Courtesy of Department of Labor, BLS)

At the same time, the recovering and growing economy has greatly increased the need for
skilled workers across the employment spectrum. The shortage is especially acute in the home
building industry. The growing demand for housing combined with the shortage of a skilled
labor force are resulting in a significant increase in the price of new homes which in turn
negatively impacts affordability.

Unless we act now, the situation is only going to get worse. HBI research shows that the
average plumber working today is 58 years old. Similar statistics apply to most trades,
especially HVAC technicians, carpenters and electricians. As these artisan contractors
approach retirement there will not be sufficient numbers of well trained workers to make up the
shortfall. Pressure on housing affordability will only mount.

The Stakeholders:

The stakeholders involved in such an undertaking are many and varied. Figure 1 provides an
overview. At its center are the students. Surrounding the students are those who will be directly
in contact with the students: their families; their schools; and the TBEF.



The next ring includes those groups which will directly affect the students and the project:
potential funders; future employers; government and regulatory agencies; and the larger
academic community. The principal components of these groups are shown in the outer ring.
Potential funders fall into four different groups from the Federal government to private
individuals. Sustainability Section describes a variety of potential funding organizations and
the means by which they can contribute.

Future employers include thousands of firms within the home building industry, including but
not limited to concrete, framing, masonry, lumber, plumbing, electrical , HVAC, sheetrock,
painting , roofing and cable and telephone companies, etc.

The government and regulatory area includes the Federal government, state governments, and
county and municipal governments. Academia includes state education departments, school
districts, individual schools, and their teachers, counselors and administrators.

Figure 1 — Stakeholders




Table 2 Budgets

i - ] year 1 \ year 2 \ year 3
e o I | B
F lxed Administration Costs | |
Program Administion Salaries ~ $156,000.00 | $160,000 | $200,000
Program Administion Benefits $18,720.00 $19,200 $24,000
TSt iR ompensation | PIPRG00 |, 79100 | 22600
| |
|
_ Program Administration travel ! $10,000.00 | $10,000 | $10,000
B Insurance and legal ‘ $100,000.00 | $75000 |  $75,000
Start-up consulting fees ‘ $25,000.00
L ITcosts-Allin $15,000.00 $15000 | $15,000
Ofﬁce occupancy & furnrture [ $20,000. 00 $20,000 | $20,000
Meeting expenses | $3,000.00 $3,000.00 $3,000.00
Total Fixed Admin Costs I $347,720 ! $302,200 ‘ $347,000
T T
[ S S I ;
Flexible Costs | |
Number of schools | 4 6 20
) Number of instructors i 4 | 6 | 20
~ Number of students [ 60 %0 | 300
! | i
Instructor Contribution | $40,000 | $60,000 | $200,000
~ Student and Councellor Marketing $15000 | $17,500 | $25,000
Technical Assistance $12,500 | $10,000 @ $15,000
Outfitting & Preparation $40,000 | _540_,90(1 ~ $560,000
B Ongoing Supplies/Materials | $20,000 $20,000  $100,000
] Student Workbooks N $1,000 $1,000 $5,000
- Licensing _ | $19000 | $23000 | $117,000
_ Cerifications | $4500 | $6750 | $18500
- OSHA Certiflcatlons $3,500 | $5,000 | SZO,OOOA ]
- Graduationkits | | 520,000
Graduation Ceremony $25,000
Industry Engagemeﬁti Placement "$7,_500_' | $7,500 | $12,500
Community Outreach / Marketing $100,000 ‘ $100,000 = $100,000
Total Annual Delivery Costs $263,000  $290,750  $1,218,000
Total Fixed Admin Costs (from above) | $347,720 | $302,200 | $347,000
| |
Total Fixed & Flexible Costs | $610,720 | $592,950 $1,565,000




The costs for the 3-year demonstration program and the initial implementation year are shown
in Table 2. Total project cost will depend on the number of classrooms that can be established.
The initial goal is for at least 20 classrooms by the start of year 3. Costs are shown in four
general areas: (1) instructor-related costs such as teacher training; (2) student-related costs
such as textbooks, certificates, etc.; (3) construction materials and supplies; and (4) program
administration, including the cost of curriculum licensing, legal and insurance, marketing and
promotion.

Sustainability:

Given the variety of potential funding sources shown in Table 1, there are a number of different
ways in which the program can be funded on a long-term/permanent basis. Among them are:

L

Shelby County could emulate those in the El Paso County, CO area and impose a small
surcharge on all permits issued in the county. For example, the County added a surcharge
$15 to the cost for a new home building permit;

Several similar programs have used the proceeds from the sale of homes constructed by
their students to fund their program. TBEF members experience with the Habitat for
Humanity Project demonstrate the viability of this approach.

Other programs have reached out to local organizations like the Community Foundation of
Greater Memphis. The Foundation is a family of smaller organizations located in each local
jurisdiction in the metropolitan area. Their focus areas are economic development,
affordable housing and education. A group such as the Collierville Community Foundation
is an example of a group that could fund a teacher stipend in their local high school;

There are also a number of federal organizations developed to helping fund this kind of
program. The largest of these is the Perkins Collaborative Resource Network which is a US
Department of Labor program funded by Congressional appropriations. HUD and the
Department of Commerce have similar programs;

Obviously, the schools involved with the program would be expected to help support the
program. Historically, the school systems funded the total cost of the CTE courses in their
curricula. Once the effectiveness of the PACT has been demonstrated, school districts can
be expected to include , at least, part of the costs of the program in their annual budgets;

Given their need for skilled workers, it is not unreasonable to assume that many firms
associated with the building industry would be willing to support a program which insures a
steady supply of skilled workers; and



7. Finally, since the TBEF is a registered IRS Code 501 [c] [3] non-profit, private individuals
can be expected to participate. Individuals could also contribute through programs like the
one conducted by the Kroger Company. Kroger allows their customers to designate non-
profit organizations which would then be eligible to receive funds from Kroger based on the
amounts of their customers’ purchases.
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2017 - 2018 HOME Beneficiary Report
Executive Summary

The 2017 - 2018 HOME Beneficiary Report provides information regarding HOME allocations received by
the State of Tennessee, the activities completed with HOME funding and the households served by the
HOME Program from July 1, 2017 through June 30, 2018.

General Data:

e Tennessee received an allocation of $14,391,943 in 2017-18, which was a 50 percent increase
from the 2016-17 allocation of $9,582,153.

e Intotal, THDA awarded $10,822,250 in program funds during 2017-18. This included $1,087,250
of Community Housing Development Organization (CHDO) program funds.

e Atotal of 186 housing units were assisted with HOME dollars, funded by previous allocations
but completed during 2017-18.

Activities Data:

e During FY 2017-18, 186 affordable housing units were completed with HOME allocations ranging
from program years 2012-2017?. Eighty-three percent of those projects (155 units) were
rehabilitation-only projects. New construction followed with eight percent (14 units). Acquisition
only and acquisition with rehabilitation or new construction each comprised five percent or less
of the total units completed.

e Forty-two percent of the units were completed in East Tennessee, 47 percent in Middle
Tennessee, and 11 percent in West Tennessee.

Beneficiary Data:

e During FY 2017-18, 49 percent of the households reporting beneficiary data were categorized as
elderly and 25 percent as single (non-elderly). The remaining 26 percent of households were a
combination of other types of household configurations.

e HOME serves only low-income households, and of the households served in 2017-18, 59 percent
were very low-income.

e All of the housing units completed were owner-occupied.

e Seventy percent of the households reported as White, 28 percent as Black/African American, and
two percent reported as Other/Multiracial. There were three beneficiaries that described
themselves as Hispanic.

1 A program year refers to the year in which the program was funded by HUD and follows the federal fiscal year
cycle, which is October 1 through September 30. THDA reports HOME activities and beneficiary data based on the
state’s fiscal year cycle, which is July 1 through June 30. Throughout this report, FY 2017-18 will refer to the state’s
fiscal cycle, July 1, 2017 — June 30, 2018, but will often be referred to by the first year in the cycle (i.e. 2017, or FY
2017), which is how Tennessee’s HOME program refers to its program cycles.



Introduction

The U.S. Department of Housing and Urban Development’s (HUD) HOME program is the largest federal
block grant to state and local governments designed exclusively to create affordable housing for low-
income households. The HOME program is implemented through state and local governments called
participating jurisdictions or “PJs.” PJs may be states or units of general local government, including
consortia and urban counties. The Tennessee Housing Development Agency (THDA) administers the
HOME program for the State of Tennessee to promote the production, preservation, and rehabilitation
of housing for low-income households. During this reporting period, the State of Tennessee’s HOME
funds were awarded for homeowner projects through a competitive application process for cities,
counties, and non-profit organizations outside of local PJs, which receive their own HOME allocations
directly from HUD. THDA also competitively awarded funds to nonprofit housing developers qualified as
Community Housing Development Organizations (CHDOs). Unlike the other funding competition,
CHDOs may implement homeownership development projects anywhere in Tennessee.

This report provides information regarding HOME allocations received by the State of Tennessee, the
households served by the HOME program, and the activities completed during FY 2017-2018 with
funding from previous program years. HOME activities are required to be completed within four years of
the date the State of Tennessee enters into a grant agreement with HUD; however, THDA limits its
contracts with its sub-recipients to a three-year term. Therefore, projects are shown both as outcomes
tied to the funding year and reported for all completed units in the active funding years, the latter of
which may include projects funded prior to the current active grant years. The number of completed
units and the beneficiary data available for program years 2012 — 2017 are reported as of June 30, 2018
but may not represent the final number of units or total beneficiary data from projects resulting from
those program years.

Funding for the State of Tennessee’s HOME program increased by 50 percent from 2016 to 2017.
Tennessee received an allocation of $14,391,943 in 2017 and $9,582,153 in 2016. These HOME funds
have made substantial contributions to affordable housing for low-income Tennesseans. During FY
2017-18, HOME funds contributed to the completion of 186 housing units for low- and very low-income
families.



State of Tennessee HOME Program

The State of Tennessee’s HOME funds are made available to cities, counties and non-profit organizations
outside of local Participating Jurisdictions (PJs) on a competitive basis. Current PJs, which receive their
own HOME funds directly from HUD include: the Northeast Tennessee/Virginia Consortium (the cities of
Bristol, Johnson City, Bluff City, Kingsport, Sullivan County and Washington County, excluding the town
of Jonesborough), Chattanooga, Clarksville, Jackson, Knoxville, Memphis, Nashville-Davidson, Knox
County, and Shelby County. Beginning in 2016, awards made to CHDOs are made available to any county
in the state, without regard to PJ status. Map 1 below shows the State of Tennessee by jurisdiction type.

Map 1 State of Tennessee HOME Program
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HOME Allocations and Awards

Figure 1 shows Tennessee’s federal HOME allocations for the past 10 years. Table 1 shows the federal HOME
allocation for program years 2012 — 2017. The table additionally shows the year-to-year percent change in
HOME funds over the reporting period. The HOME program may reallocate recaptured funds? or program
income® from one HOME program year to the next. The “Funds Awarded” column represents the amount of
funds awarded for HOME projects across the state, which may include program income and recaptured funds

from previous rounds, but does not include any administrative funds.

Figure 1 Annual Federal Allocations for the State of Tennessee’s HOME Program, 2008-2017
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Table 1 Annual Allocations for the State of Tennessee’s HOME Program, 2012-2017
Change from FY 2017-18
Program Federal , & Additional Cumulative
. Previous Year’s | Funds Awarded . .
Year Allocation . Units Units
Allocation
Completed
2012-13 $9,474,797 -4.5% $10,641,629 45 170
2013-14 $10,096,577 6.6% $8,489,121 31 119
2014-15 $8,984,790 -11.0% $9,255,466 55 92
2015-16 $9,582,308 6.7% $8,605,740 29 29
2016-17 $9,582,153 -0.002% $6,937,943 25 26
2017-18 $14,391,943 50.20% $10,822,250 1 1

2 Recaptured funds are funds from previous HOME rounds that have been unspent and reallocated to future HOME

awards.

3 The HOME program makes a small amount of program income from repayments made by homeowners who do not

comply with the established terms of the period of affordability or compliance period.




The distribution of HOME funds across Tennessee’s three grand divisions is represented in Table 2. During
the reporting period, Middle Tennessee received 31 percent of HOME funds, followed by East Tennessee
with 42 percent. HOME funds are distributed to rural and urban areas based on a set of criteria found in the
HOME Manual (located on the THDA website here). The allocation amounts do not include funds retained for

the state’s administrative costs or funds that were not committed at the time of this report.

Table 2 HOME Program Funds Awarded by Grand Division

:‘:::n 2012 2013 2014 2015 2016* 2017 Total

East $2,393,015 $3,829,269 $3,490,220 $5,865,000 $4,264,993 $4,545,000 524,387,497
22% 45% 38% 68% 61% 42% 45%

Middle $4,817,500 $3,548,904 $4,120,246 $1,640,000 $2,672,950 $3,390,000 520,189,600
45% 42% 45% 19% 39% 31% 37%

West $3,431,114 $1,110,949 $1,645,000 $1,100,740 SO $2,887,250 $10,175,053
32% 13% 18% 13% 0% 27% 19%

Total 510,641,629 58,489,121 59,255,466 58,605,740 56,937,943 510,822,250 554,752,149

Distribution of HOME Funds by Funding Category

In 2012, the Urban/Rural Allocation replaced a regional allocation (based on the Development District
regions). The Urban/Rural competition comprises 75 percent of the total HOME funds available. Thirty
percent of the Urban/Rural Allocation funds were available to urban counties and 70 percent were available
to rural counties.® At least 15 percent of the total allocation is reserved for CHDOs.

Table 3 represents the distribution of HOME funds across each of the program categories (Urban/Rural,
Supportive Housing Development, and CHDO) for program years 2012 — 2017. The funding amounts in the
table below do not include funds retained for the state’s administrative costs or funds that were
uncommitted at the time of this report.

42015 and 2016 Program year funds were awarded together in 2016. If the 2015 and 2016 totals are combined, 65
percent of funds were awarded in the East Grand Division, 28 percent in the Middle, and seven percent in the West.

5 Urban counties include: Anderson, Blount, Bradley, Carter, Coffee, Dyer, Gibson, Hamilton, Hamblen, Haywood,
Madison, Maury, Montgomery, Putnam, Roane, Rutherford, Sumner, Unicoi, Williamson and Wilson. All other counties,
excluding the PJs that receive their own HOME funds directly from HUD, are considered rural counties.


https://thda.org/homeowners/home-program

Table 3 HOME Program Funds Awarded by Category, 2012 - 2016

Program 2012 2013 2014 2015 2016 2017 Total
CHDO $2,447,612 $1,431,172 $1,292,500 $1,865,000 $1,662,950 $1,087,250 59,786,484
Supportive
Housing® $969,914 SO SO SO SO SO 5969,914
Urban/
Rural $7,224,103 $7,057,949 $7,962,966 $6,740,740 $5,274,993 $9,735,000 | 543,995,751
Total 510,641,629 | 58,489,121 59,255,466 58,605,740 56,937,943 | 510,822,250 | 554,752,149
HOME Units

The HOME program funds various activities ranging from rehabilitating single-family homes and

manufactured housing, to homeownership activities, to creating or improving supportive needs rental

housing. Recipients of HOME funds are able to tailor the program to support the unique needs of each

county. For reporting purposes, HOME activities are grouped under one of five broad categories including:

rehabilitation, new construction, acquisition only, acquisition and rehabilitation, and acquisition and new

construction. Table 4 shows the distribution of completed units during FY 2017-18 and the program years

from which they were originally funded. In FY 2017-18, all completed projects were homeowner projects.

Table 4 HOME Units Completed during FY 2017-18 by Activity Type and Program Year

Program | Rehabilitation New . Acquisition Acquisition Acquisition Total

Year Only Construction Only a.n.cl ' and Nev.v Units
Only Rehabilitation | Construction

2012 45 0 0 0 0 45
2013 30 1 0 0 0 31
2014 45 4 4 2 0 55
2015 12 9 1 6 1 29
2016 23 0 1 1 0 25
2017 0 0 1 0 0 1
Total 155 14 7 9 1 186

8 Prior to 2012, the Supportive Housing Category was known as Special Needs that included projects designed for
persons with unique needs due to a temporary or permanent disability. The Supportive Housing Category requires on-
going, on-site services for persons with a disability that is either permanent or temporary. Ten percent of the total
HOME funds available were reserved for the Supportive Housing Development category. The last Supportive Housing
Funds were awarded in 2012.




Rehabilitation

A total of 155 rehabilitation only projects were completed during FY 2017-18. These units account for 83
percent of all projects completed during the reporting period.

New Construction

A total of 14 new construction only projects were completed during FY 2017-18. These units accounted for
eight percent of all projects.

Acquisition Only
There were seven acquisition only projects completed during FY 2017-18.
Acquisition and Rehabilitation

Nine acquisition and rehabilitation projects were completed during FY 2017-18. These units accounted for
five percent of all projects.

Acquisition and New Construction

There was one acquisition and new construction projects completed during FY 2017-18.

Table 5 below shows the cumulative number of units completed with funding from each specified program
year, as of June 30, 2018.

Table 5 Cumulative HOME Units Completed by Activity Type and Program Year

Program Rehabilitation New . Acquisition Acquisition Acquisition .
T Only Construction Only a.n.cl ' and Nev.v Total Units
Only Rehabilitation | Construction

2012 132 9 1 22 6 170
2013 105 14 0 0 0 119
2014 69 8 6 9 0 92
2015 12 9 1 6 1 59
2016 23 0 2 1 0 26
2017 0 0 1 0 0 1
Total 341 40 11 38 7 437




HOME Units by Grand Division

During FY 2017-18, the majority of the 186 completed HOME units took place in East and Middle Tennessee.
Of the total units completed, 42 percent occurred in East Tennessee, 47 percent occurred in Middle
Tennessee and 11 percent took place in West Tennessee. Table 6 shows the completed units in FY 2017-18
by grand division and program year.

Table 6 HOME Units Completed in FY 2017-18 by Grand Division and Program Year

Grand Division 2012 2013 2014 2015 2016 2017 L‘r’;‘:sl
East 4 3 39 17 14 1 78
Middle 35 25 11 5 11 0 87
West 6 3 5 7 0 0 21
Total 45 31 55 29 25 1 186

Table 7 shows the cumulative total units completed from each program year that remained active during the
reporting period and in each of the grand divisions, as of June 30, 2018.

Table 7 Cumulative HOME Units Completed by Grand Division and Program Year

Grand Division 2012 2013 2014 2015 2016 2017 L‘r’,‘;‘:s’
East 43 39 53 17 15 1 168
Middle 73 66 29 5 11 0 184
West 54 14 10 7 0 0 35
Total 170 119 92 29 26 1 437

Details of HOME Beneficiaries

During FY 2017-18, 186 households were assisted with the State of Tennessee’s HOME funds. Beneficiaries,
or recipients of the HOME funds, must be low- or very low-income households.” THDA provides income
determination guidelines to grantees to ensure all recipients of HOME funds meet income limits. The
demographics of HOME recipients in the sections below are detailed based on the head of household.

Household Characteristics

Elderly households were served more frequently with HOME assistance than any other type of household
during the reporting period at 49 percent of all beneficiaries. Table 8 shows the beneficiary household sizes

7 Very low-income households are defined as those households whose annual income is 50 percent or less of the area
median income (AMI) for the county in which the household resides. Low-income households are defined as those
households whose annual income is between 50 percent and 80 percent of the AMI for the county in which the
household resides.
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and types for activities completed during FY 2017-18. Table 9 shows the cumulative beneficiary
characteristics for households served during program years 2012 through 20178

Table 8 Household Size of HOME Beneficiaries in FY 2017-18 by Household Type

Household | Single, Non- Single Two Parent

Size Eglderly Elderly parengt i HH Other Total
1 38 56 0 0 0 94
2 6 31 11 0 8 56
2 . 4 11 2 1 19
4 0 1 1 4 4 10
5 1 0 3 2 0 6
6 0 0 0 0 0 0
7 0 0 0 0 0 0
8 1 0 0 0 0 1

Total 47 92 26 8 13 186

Table 9 Cumulative Data on Household Size of HOME Beneficiaries Served During 2012-2017 by Household Type

Household Sele Single Two

Size EII\(I;::I-V Elderly Pare:t 0 | meen Other N/A Total
1 222 222 1 0 5 0 450
2 38 109 44 5 27 0 223
3 17 27 78 23 7 0 152
4 11 9 23 39 9 0 91
5 6 1 12 16 4 0 39
6 0 4 4 5 0 0 13
7 1 0 1 0 0 0 2
8 1 0 1 0 0 2

N/A 0 0 0 0 0 1 1

Total 296 372 163 89 52 1 973

Note: The one N/A unit was vacant
Income, Occupancy Type and Other Forms of Assistance Received

Out of the 186 occupied households that received HOME assistance during FY 2017-18, 59 percent were very
low-income and 41 percent were low-income households. Table 10 shows the number of very low- and low-
income households served during FY 2017-18. Table 11 shows the cumulative total of beneficiaries served
from program years 2012 through 2017.

8 These cumulative totals derive from all households served during the active program years, regardless of when the
funding was awarded, which may include households assisted with funding awarded before 2012.
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Table 10 Distribution of HOME Program Beneficiaries in FY 2017-18 by Income

Beneficiary Income Number of Households Percentage of Households
Very Low-Income 110 59%
Low-Income 76 41%
Total 186 100%

Note: Of the 110 very low-income beneficiaries, 57 were considered extremely low income (0-30% AMI).

Table 11 Cumulative Distribution of HOME Program Beneficiaries Served During 2012-2017 by Income

Beneficiary Income

Number of Households

Percentage of Households

Very Low-Income 610 63%
Low-Income 362 37%
Not Available 1 0%

Total 973 100%

Note: Of the 610 very low-income beneficiaries, 255 were considered extremely low income (0-30% AMI).

During FY 2017-18, all of the units created were occupied by owners. No units were vacant. Fifty-nine
percent of owner-occupied units were occupied by very low-income households. Table 12 shows the

distribution of tenant type by income level during FY 2017-18. Table 13 shows the cumulative data for

beneficiaries from program years 2012 through 2017.

Table 12 Distribution of HOME Program Beneficiaries in FY 2017-18 by Tenant Type & Income

Low-

Tenant Type Very c:-lv;l-llncome Low-Income HHs Not Available Total
Renter 0 0 0 0
Owner 110 76 0 186
Vacant 0 0 0 0

Total 110 76 0 186

Table 13 Cumulative Distribution of HOME Program Beneficiaries Served During 2012-2017 by Tenant Type & Income

L =
Tenant Type Very c:-lv;l-llncome Low-Income HHs N/A Total
Renter 145 46 0 191
Owner 465 316 0 781
Vacant 0 0 1 1
Total 610 362 1 973
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Race and Ethnicity

Race and ethnicity data for the HOME program is determined by the race and ethnicity of the head of
household. The majority of the HOME beneficiaries were Non-Hispanic White, followed by Black/African
American. The breakdown of HOME beneficiaries by race and ethnicity is provided in the tables below. Table
14 shows the race and ethnicity for HOME beneficiaries during FY 2017-18. Table 15 shows the cumulative
race and ethnicity data for all HOME beneficiaries with units completed from program years 2012 through

2017.

Table 14 HOME Beneficiaries in FY 2017-18 by Race and Ethnicity

Race Number Percentage
White 130 70%
Black/African American 53 28%
Asian 0 0%
American Indian/Alaska Native 0 0%
Other Multi-Racial 3 2%
N/A 0 0%
Total 186 100%

Ethnicity Number Percentage

| Hispanic 3 2%
Table 15 Cumulative HOME Beneficiaries Served During 2012-2017 by Race and Ethnicity
Race Number Percentage
White 713 73%
Black/African American 247 25%
Asian 1 <1%
American Indian/Alaska Native 0 0%
Other Multi-Racial 12 1%
N/A 1 <1%
Total 973 100%
Ethnicity Number Percentage
| Hispanic 7 <1%

Data from FY 2017-18 and the cumulative data show that a majority of HOME beneficiaries are Non-Hispanic

White. This percentage is generally consistent with the proportion of low-income White households with
housing problems® in the Tennessee HOME service area. According to 2010 — 2014 Comprehensive Housing
Affordability Strategy (CHAS) data, approximately 77 percent of the households who are low-income and
have housing problems in areas covered by the state’s HOME program are White, 17 percent are

9 Housing problems are defined as spending more than 30 percent of household income on housing, lacking

kitchen/plumbing facilities, or overcrowding.
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Black/African American, three percent identified as Hispanic, and three percent are other races. The
allocation of HOME funds are fairly proportional, based on race and ethnicity, to the low-income households
with housing problems in Tennessee, although Hispanic and Asian households are slightly underserved

compared to CHAS data.
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Tennessee Housing Development Agency (THDA)

As the State’s housing finance agency, the Tennessee Housing Development Agency (THDA) is a self-sufficient,
independently funded, publicly accountable entity of the State of Tennessee. THDA’s mission is to meaningfully expand
safe, sound, affordable housing opportunities for low and moderate income Tennesseans as the state’s leading
resource. More information about THDA programs can be found online at www.thda.org.

502 Deaderick St., Third Floor
Nashville, TN 37243-0900
(615) 815-2200
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March 26, 2019

10:15 a.m. Central Time
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TENNESSEE HOUSING DEVELOPMENT AGENCY
LENDING COMMITTEE
January 29, 2019

Pursuant to the call of the Chairman, the Lending Committee of the Tennessee Housing
Development Agency Board of Directors (the “Committee”) met in regular session on Tuesday, January
29, 2019, at 10:15 a.m., in the Nashville Room of the William R. Snodgrass Tennessee Tower, Nashville,
Tennessee.

The following Committee members were present: Dorothy Cleaves (Chair), Erin Merrick, and
Samantha Wilson for Stuart McWhorter. Regina Hubbard was absent. Other Board members present were
John Krenson, Lynn Tully, Kevin Bradley (for Treasurer David Lillard), and Katie Armstrong (for
Comptroller Justin Wilson). Chair Cleaves called the meeting to order and called for consideration of the
minutes from November 13, 2018. Upon motion by Ms. Wilson, and second by Ms. Merrick, minutes were
approved.

Chair Cleaves called on Dr. Hulya Arik, THDA Economist, to present the first item on the agenda,
the 2019 Housing Cost Index. Referring to her memo dated January 22, 2019 and the attached Board
Resolution, Dr. Arik explained the Housing Cost Index (HCI) determines what percentage of the average
Tennessee household’s gross monthly income is required to pay for primary fixed housing costs under
existing market conditions. After describing the calculation method, detailed in her memo of
January 22, 2019, Dr. Arik stated the housing cost index for 2019 is 29.52 percent, slightly lower than last
year’s index of 29.70 percent. Upon motion by Ms. Wilson and second by Ms. Merrick, the Committee
recommended adoption of the Board Resolution accepting the 2019 Housing Cost Index and authorizing
continued operation of THDA financial assistance programs to the Board.

Chair Cleaves next called on Cynthia Peraza, Director of Special Programs, to present
modifications to the Hardest Hit Fund (HHF) Program. Ms. Peraza referenced her memo dated January 11,
2019, and reviewed highlights of program activity. She noted that as staff continues to evaluate the needs
of the state, it is becoming more apparent that the need for mortgage assistance programs has decreased
substantially, but the demand for downpayment assistance continues to be strong. As a result, staff
recommends the following program modifications:

1. Move $4,000,000 of HHF funds from other HHF programs to down payment assistance;

2. Modify, if necessary, the ZIP Codes within which HHF down payment assistance may be offered;

3. Wind down the Principal Reduction with Recast Program and the Reinstatement Only Program;
and

4. Authorize staff to make changes as U.S. Treasury may require because all recommendations are
subject to U.S. Treasury approval.

Upon motion by Ms. Wilson and second by Ms. Merrick, the staff recommended program modifications
will be recommended to the Board.

There being no further business, Chair Hubbard adjourned the meeting.
Respectfully submitted,
Ralph M. Perrey
Executive Director

Approved the 26" day of March, 2019






RESOLUTION OF THE BOARD OF DIRECTORS
OF THE TENNESSEE HOUSING DEVELOPMENT AGENCY
AUTHORIZING CERTAIN STAFF TO PROVIDE
FUND TRANSFER INSTRUCTIONS TO FREDDIE MAC
March 26, 2019

WHEREAS, the Tennessee Housing Development Agency (“THDA”) Board of Directors (“Board”)
previously approved an application to the Federal Home Loan Mortgage Corporation (“Freddie Mac”) for THDA to
become a Freddie Mac Seller/Servicer; and

WHEREAS, in connection with Freddie Mac’s approval of THDA as a Freddie Mac Seller/Servicer, Freddie
Mac requires certain authorizations for THDA staff to provide funds transfer instructions in connection with the sale
of certain mortgage loans to Freddie Mac; and

WHEREAS, the Board is adopting the following resolution (“Resolution”) to delegate authority to certain
THDA employees who have the titles specified in this Resolution to provide wire transfer or Automated Clearing
House (ACH) instructions (or modifications to previously provided instructions) to Freddie Mac to transfer funds
(cash or securities) in connection with the sale of certain mortgage loans to Freddie Mac by THDA.

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE TENNESSEE
HOUSING DEVELOPMENT AGENCY AS FOLLOWS:

1.  The individuals who occupy the following positions and bear the titles set forth below (“Authorized
Employees”), are duly authorized and empowered by the Board to individually and singularly provide Freddie
Mac with wire transfer or ACH instructions to transfer funds (cash or securities) by wire transfer, ACH or other
funds transfer system expressly approved and designated by Freddie Mac in connection with the sale of certain
mortgage loans to Freddie Mac by THDA.

Authorized Employees:

Executive Director

Chief Financial Officer

Controller/Director of Accounting

Chief Operating Officer of Single Family Programs
Director of Single Family Loan Operations
Director of Mortgage Administration

2. The Authorized Employees are duly authorized individually and singularly to: (a) execute any and all paper
Records and/or Electronic Records required by Freddie Mac to effectuate the authority set forth in this
Resolution by: (i) affixing their original written signatures to paper Records, (ii) attaching their Electronic
Signatures to Electronic Records, or (iii) associating their Electronic Signatures with Electronic Records, which
contain or communicate wire transfer or ACH instructions (or modify previously provided instructions) to
transfer funds (cash and/or securities) by wire transfer, ACH or other funds transfer system expressly approved
by and designated by Freddie Mac, and (b) deliver any and all executed paper Records and/or Electronic
Records to Freddie Mac as required.

3. The Authorized Employees are duly authorized and empowered to singularly and individually engage in and
conduct Electronic Transactions with Freddie Mac and use electronic means, electronic systems, Electronic
Records and Electronic Signatures on behalf of THDA to effectuate the authority set forth in this Resolution.
Any such actions set forth above heretofore taken by any of the Authorized Employees on behalf of THDA are
hereby ratified, approved, and confirmed.

4. All capitalized terms not otherwise defined herein shall have the same meaning as set forth in the Freddie Mac
Seller/Servicer Guide, as the context indicates.

5. This Resolution shall take effect immediately.

This Resolution was adopted by the affirmative vote of no fewer than eight (8) members of the Board at its
meeting on March 26, 2019.






Tennessee Housing Development Agency

Andrew Jackson Building Third Floor
502 Deaderick St., Nashville, TN 37243

Bill Lee Ralph M. Perrey
Governor Executive Director
MEMORANDUM:
DATE: March 18, 2019
TO: Board of Directors Lending Committee
FROM: Lindsay Hall, Chief Operating Officer of Single Family Programs

SUBJECT:  Proposed Change to New Start Mortgage Loan Program in Middle TN Markets

The staff recommendation is to allow the sales price limits for New Start Mortgage Loans to be
adjusted to $190,000, with a maximum New Start Mortgage Loan amount of $123,750 in the
middle Tennessee counties of Maury, Williamson, Davidson, Rutherford Wilson and Sumner. This
change addresses the significant home price increases in the greater Nashville region while limiting
THDA'’s exposure in New Start loans in that region

The New Start Loan Program funds the purchase of first mortgage loans from participating non-
profit housing agencies serving low-income households. The New Start Mortgage Loan is an
uninsured 30 year, 0% fixed rate loan for the purchase of a newly constructed home. The New
Start Mortgage Loan is the first lien with a maximum loan to value of 75% of the purchase price.
The participating non-profit agency secures funding for any subordinate financing to meet the
borrower’s needs and complete the purchase.

This change in purchase price limit allows the participating non-profit agency to maintain sales
prices at the current market value of these homes; therefore not forgoing any equity to be earned
on the sale of the property. In addition, based on the maximum loan limit of $123,750, the increase
in sales price limits should decrease the loan to value below 75%, thus further limiting the financial
risk to THDA.

The New Start Loan Program has been a viable program that assists low-income families obtain
affordable homes. With the increase in building and development costs, this change will allow
non-profit housing agencies to continue to cover their costs while meeting the needs of low-income
homebuyers in the challenging middle Tennessee market.

THDA.org - (615) 815-2200 - Toll Free: 800-228-THDA
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Tennessee Housing Development Agency

Andrew Jackson Building Third Floor
502 Deaderick St., Nashville, TN 37243

Bill Lee Ralph M. Perrey
Governor Executive Director
MEMORANDUM:
DATE: March 18, 2019
TO: Board of Directors Lending Committee
FROM: Cynthia Peraza, Director of Special Programs

SUBJECT: Hardest Hit Fund Modifications

THDA has been administering the Hardest Hit Fund Program (HHF) since 2010. The HHF was
developed by the U.S. Treasury to help prevent foreclosures and stabilize neighborhoods in states
that were negatively impacted by the mortgage crisis. Each quarter, THDA monitors the
performance of the HHF program allocations, disbursements, refunds and overall program volume.
Based on the last analysis performed, staff is recommending to allocate $5,000,000 of the Blight
Elimination Program (BEP) funds to the HHF Down Payment Assistance Program (HHF-DPA).

As of March 15, 2019, THDA disbursed approximated $67.3 million in HHF-DPA loans which
provided almost 4,500 homeowners with HHF-DPA and generated over $500 million dollars in
first mortgage loan production. The proposed reallocation will help further stabilize distressed
neighborhoods across the state. As THDA continues to administer the HHF-DPA, it is expected
that less and less ZIP Codes will meet the distress levels of the program, which is the goal of the
HHF-DPA. In the last year, 13 ZIP Codes were deemed ineligible for the HHF-DPA because of
the level of improvement those neighborhoods experienced. THDA is expecting more ZIP Codes
to show signs of improvement this quarter.

The staff recommendation is to (1) move $5,000,000 of BEP funds to the HHF-DPA; (2) modify,
if necessary, the ZIP Codes within which HHF down payment assistance may be offered; and (3)
authorize staff to make changes as U.S. Treasury may require. All recommendations are subject
to U.S. Treasury approval. Any change to the approved list of ZIP Codes will go into effect July
1, 2019.

THDA.org - (615) 815-2200 - Toll Free: 800-228-THDA
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TENNESSEE HOUSING DEVELOPMENT AGENCY
TAX CREDIT COMMITTEE
January 29, 2019

Pursuant to the call of the Chairman, the Tax Credit Committee of the Tennessee Housing
Development Agency Board of Directors met, in regular session, on Tuesday, January 29, 2019,
9:35a.m. Central Time at the William R Snodgrass Tennessee Tower, Third Floor, Nashville
Room, Nashville, Tennessee.

The following Committee members were present: Lynn Tully (chair), Kim Grant Brown,
Kevin Bradley (for Treasurer David Lillard), Samantha Wilson (for Commissioner of Finance &
Administration Stuart McWhorter), and Erin Merrick. Pieter van Vuuren was absent. Other Board
members attending were John Snodderly (via teleconference), Katie Armstrong (for Comptroller
Justin Wilson), Dorothy Cleaves and John Krenson.

Seeing a quorum present, Chair Tully called the meeting to order and called for
consideration of the minutes from November 13, 2018. Upon motion by Mr. Bradley, second by
Ms. Merrick, the minutes were approved.

With the consent of the Committee, Jim Harbison, Executive Director, Metro Development
and Housing Authority, was permitted to address the Committee.

Chair Tully recognized Ralph M. Perrey, Executive Director, to present proposed
amendments to the 2019-2020 Low-Income Housing Tax Credit Qualified Allocation Plan (the
#2019-2020 QAP”) and to the 2018 Low-Income Housing Credit Qualified Allocation Plan (the
“2018 QAP™). Mr. Perrey noted that the agenda item regarding 2017 allocation exchange
requests are dealt with in the amendments being proposed by staff. Mr. Perrey provided the
following highlights of the six proposed amendments more fully described in his memo dated
January 29, 2019:

1. The first amendment changes the application date for 2019 under the 2019-2020
QAP.

2. The second amendment revises the tie-breaker language in the 2019-2020 QAP.

3. The third and fourth amendments revise the 2019-2020 QAP by adding two sections
that describe the proposed relief to be made available to developments with an
allocation of 2018 or 2017 Low Income Housing Credit (“LIHC”) that wish to
exchange for 2019 LIHC. He noted that a maximum of $3,000,000 in annual 2019
LIHC would be added to LIHC returned from 2017 or 2018 to allow an increase of
10% of the original LIHC allocation or $100,000 in annual 2019 LIHC (whichever is
less) for each development for which an exchange is requested. He highlighted
additional conditions, more specifically described in the referenced memo, associated
with exchange requests including (a) no increase in consultant or developer fees, (b)
for second exchange requests, no additional LIHC, and (c) for second exchange
requests, except for those associated with Public Housing Authority related
developments, no ability to apply for 2019 LIHC.



4. The fifth amendment revises the 2019-2020 QAP to adjust the new construction
regional pools to provide for 2 developments in the Middle Regional Pool and 1
development each in the other 4 regional pools.

5. The sixth amendment revises the 2018 QAP to allow income averaging if an
exchange request is not made.

Mr. Perrey also noted that authorization is needed to allow staff to make conforming changes as
necessary to fully implement the proposed amendments to the 2019-2020 QAP and to the 2018
QAP. Upon motion by Ms. Wilson, second by Mr. Bradley, motion carried to recommend all
proposed amendments and the requested staff authorization to the Board.

Next, Ms. Tully recognized Ed Yandell to present the request from Country Village
(TN17-031) to reallocate 2019 LIHC to replace 2017 LIHC that were returned. Mr. Yandell
referenced his memo dated January 28, 2019 noted this development, consisting of 140 units
(acquisition/rehabilitation, USDA Rural Development), is located in Jefferson City and received
$999,999/year of 2017 LIHC, but failed to meet the federally required 10% test. He explained
that staff recommends approval of this request for the reasons stated in the referenced memo,
subject, without limitation, to the terms and conditions outlined in the memo. Upon motion by
Ms. Wilson, second by Ms. Merrick, motion carried to recommend approval of this request.

With no further business, the meeting was adjourned.

Respectfully submitted,

Ralph M. Perrey
Executive Director

Approved the 26" Day of March, 2019



Tennessee Housing Development Agency

Andrew Jackson Building Third Floor
502 Deaderick St., Nashville, TN 37243

Bill Lee Ralph M. Perrey

Governor Executive Director
MEMORANDUM

TO: THDA Board of Directors

FROM: Ed Yandell

Senior Housing Credit Advisor
SUBJECT: March 26, 2019 Tax Credit Committee Meeting

DATE: March 18, 2019

The agenda for March is light. We are recommending approval of a request for a cap waiver request
for a Multifamily Tax-Exempt Bond Authority (“MTBA”) proposal.

As you may know, THDA began 2019 with $200 million of MTBA available. As of March 15, 2019, 13
applications for firm commitments requesting a collective total of $150,852,566 in MTBA are under
review.

Finally, based on the relief provisions for 2017 and 2018 Low-Income Housing Credit (LIHC) allocation
recipients approved at the previous Tax Credit Committee and Board of Directors meetings, 14
developments with 2017 LIHC and 17 developments with 2018 LIHC have elected to exchange for
2019 LIHC. The aggregate total LIHC returned by these 31 developments totals approximately $28
million in annual LIHC. With the additional $3 million in 2019 LIHC previously approved, this means
there will be approximately $31 million in 2019 LIHC to be allocated to these 31 developments. The
allocation team is working diligently to review these applications.

THDA.org - (615) 815-2200 - Toll Free: 800-228-THDA
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Tennessee Housing Development Agency

Andrew Jackson Building Third Floor
502 Deaderick St., Nashville, TN 37243

Bill Lee Ralph M. Perrey

Governor Executive Director
MEMORANDUM

TO: THDA Board of Directors

FROM: Ed Yandell

Senior Housing Credit Advisor

SUBJECT: TN19-206 Buffalo Tralil
Request for Wavier of Per Development Cap for Noncompetitive Low-Income Housing
Credits

DATE: March 18, 2019

Developments applying for Multifamily Tax-Exempt Bond Authority (“MTBA”) under the MTBA Program
Description for 2019 may be eligible for an allocation of Noncompetitive Low-Income Housing Credits
(“NLIHC”). THDA’s 2019-2020 Low-Income Housing Tax Credit Qualified Allocation Plan (“2019-2020
QAP”) limits the amount of annual NLIHC allocated to an eligible development to $1.3 million. NLIHC
does not count against THDA’s annual allocation of Competitive Low-Income Housing Credits
(“CLIHC”). THDA routinely entertains requests for approval of waivers to the per development NLIHC
caps based on development specific circumstances.

Chris Dischinger, of Buffalo Trail, LP is requesting a waiver to increase the annual amount of NLIHC
for TN19-206 Buffalo Trail to $1.5 million. Buffalo Trail is a new construction development providing
240 low-income units in Davidson County. The request for an increase in NLIHC is primarily due to
increases in construction costs and is further explained in the attached letter.

Staff recommends that the Tax Credit Committee and the Board of Directors authorize staff to
allocate up to, but not more than, $1.5 million of annual NLIHC to the proposed development,
subject to the following conditions:

1. Applicant must confirm that the proposed development remains viable with regard to
property control and ability to proceed. Confirmation must be acceptable to THDA, in its
sole discretion; and

2. Confirmation must be received no later than April 2, 2019.

THDA.org - (615) 815-2200 - Toll Free: 800-228-THDA
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Chris Dischinger
Buffalo Trail, LP
LDG Development, LLC ~

1469 S 4th Street o

Louisville, KY 40208 .—.
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LDG

January 18th, 2019 Development

Mr. Ed Yandell

Senior Housing Credit Advisor &

Board of Directors

Tennessee Housing Development Agency
502 Deadrick St, 34 Floor

Nashville, TN 37243

Re: BUFFALO TRAIL TAX CREDIT CAP WAIVER REQUEST

Dear Mr. Yandell & Board of Directors:

We are respectfully requesting a waiver of the cap on the number of LIHTCs allocated to
the project. The 2019 THDA QAP and Multifamily Tax-Exempt Bond Authority Program
Description provides that the maximum amount of LIHTC allocated to a development shall not
exceed $1,300,000. In underwriting our proposed 240-unit new construction development, the
eligible basis allows for annual tax credits up to $1,500,000. The financial feasibility of the 240
units requires an amount of tax credits that exceed the QAP/Bond Program Description maximum.

We originally applied for 4% LIHTCs and Tax-Exempt Bonds in March 2018. The
development was in a position to close in 2018, but 2018 Tax Exempt Bonds were no longer
available. Since our March 2018 application, our construction costs have risen significantly to
require additional LIHTCs above the QAP/TEBPD limit. The rise in construction costs, seen across
our portfolio of new construction affordable developments in other states as well, necessitates the
request for waiver on the cap of LIHTCs. We are not able to address the situation any other way,
such as by reducing the number of units because such reduction would result in lower permanent
financing - only worsening the problem. Likewise, we are not able to borrow more money to
mitigate the gap that would be caused by limiting the LIHTCs to the amount provided in the QAP.

We also are respectfully requesting the waiver on the cap of LIHTCs to be included on the
agenda for THDA Tax Credit Committee/Board approval in January 2019. With the delay in closing
on the development in order to receive 2019 Tax Exempt Bonds, we are operating under a very
short time frame to close on the land and financing. Our contract to purchase the land expires on
March 31st, 2019. Getting approval for the waiver at the March Board Meeting would not allow
sufficient time to close on the land and financing prior to March 31,

1469 South 4t Street Louisville, Kentucky 40208 (502) 638-0534 (502) 638-9197 www.ldgdevelopment.com



If you have any questions or need any additional information, please let me know. Thank you in
advance for your continued assistance.

Sincerely,

a2

Chris Dischinger
Managing Member
Buffalo Trail, LP

LDG Development, LLC

CC: Dwayne Barrett - Reno & Cavanaugh PLLC

1469 South 4t Street Louisville, Kentucky 40208 (502) 638-0534 (502) 638-9197 www.ldgdevelopment.com



	Board Book Cover
	TOC
	Tab Separator Sheets
	Tab Separator Sheets
	BOD Memo 03 26 19
	March 2019 Service Award
	Tab Separator Sheets
	Tab Separator Sheets
	BFC March Print Binder
	01 March 26 BFC agenda
	02 BFC 02.12 minutes
	03 Lynn's memo
	04 2019-2 CSG Financing Authorization Memo
	05 2019-2 Plan of Financing 03.25
	06 2019-2 Board Authorizing Resolution 03.26
	07 2019-2 Initial Supplemental Resolution
	08 2019-2 Reimbursement Resolution 03.26

	Tab Separator Sheets
	GC Packet 3-26-19 - PRINTABLE
	Agenda GC regular.pdf
	AGENDA
	LOCATION COMMITTEE MEMBERS


	Tab Separator Sheets
	LC Package March 2019_printable
	Blank Page

	Tab Separator Sheets
	MARCH 2019 TCC MATERIALS Printable
	Agenda TCC Regular
	AGENDA
	LOCATION COMMITTEE MEMBERS

	TCC 01 29 19 Pending
	MARCH 2019 TCC MEMO 03.19.2019
	TN19-206 NLIHC CAP WAIVER MEMO 03.19.2019
	TN19-206 WAIVER REQUEST
	Blank Page
	Blank Page
	Blank Page

	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page
	Blank Page



