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N* THDA Board of Directors Meeting
X May 22, 2018—1:00 p.m. Central Time

Ten nessee H OUSing William R. Snodgrass Tennessee Tower
312 Rosa L Parks Avenue, Third Floor
DevelOpmenT Agency Nashville, TN 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 INTFOAUCTIONS ...........ccviiiiiiiieie i st sre e e Brown
B. Staff Recognition (Directors) (Tab #2) ... Perrey
C. Approval of Minutes from March 27, 2018, Meeting (Tab #3)) .....ccccviiiniiiiece e Brown
D. Executive Director’s Report (Tab #2) ........ccccoiiiiiiiiiii i sbe e ree e Perrey
E. Committee Reports and Committee Matters

1. Bond Finance Committee (Monday, May 21—2:00 p.m. State Capitol Room G-3)

QLI - 2 SRR ROSN Brown

* . 1SSUE 2018-3 AULNOTIZALION ....vicviiiiieeie ettt sttt e s te s e besreeaesteeseeseeeneennens Miller
*b. Issue 2018-3 Reimbursement RESOIULION ......cccveiiiiieiiiiiiese e nee s Miller

* €. Issue 2018-1 State FOrm CT-0253........ciiiiiiiiiie e Miller

* d. Fiscal Year 2018-2019 Schedule Of FINANCING.........coiiiiiiiiiiiieeeee e Miller

2. Grants Committee (Tuesday, May 22—10:00 am CT) (Tab #5) ......ccccccevvveviiiiieie e, van Vuuren
* a. 2019 Emergency Repair Program DeSCIIPLION .........cccoeiiiiiiiiiieiie et Watt
*b. 2018 HOME CHDO Mini-Round Program DeSCrPLiON ..........covererierieinienisinese e Watt

* ¢. 2016 and 2017 HOME Program Description ModifiCations ............cccccoevviiiiiiiiicicsece e Watt

d. Update on 2018 HOME Program AWAIUS .........cccceiieiiiiiiiieieieeitesesteestesteessesteseesresseesaesressnessesnens Watt

3. Lending Committee (Tuesday, May 22—10:15am CT) (Tab #6) .......cccceovveiviiiniininiieienens Cleaves
* a. Freddie / Fannie APPLICALIONS ......ccoiiiiiiiiiic ettt sre b e be e e sreeteenbenre s Hall

4. Rental Assistance Committee (Tuesday, May 22—10:30 am CT) (Tab #7) .....ccccoevvvnerennn. Snodderly
* 2. MaiNSrEaM VOUCKEIS ...ccuvciiie it sttt s b et s be et e be e eesbeeteete s Ridley

b. Administrative Plan (Verbal UPate) .........ccooeiiiiiiice e e e Ridley

5. Tax Credit Committee (Tuesday, May 22—10:45am CT) (Tab #8) ......cccccevveviviriieieieeve e, Tully
* a. Request for Relief for 2018 Competitive Low-Income Housing Credit Applicants ..............c....... Duarte

b. Changes from the Consolidated Appropriations Act 0f 2018 ..........cccoeiviriiiiininese e Duarte

c. Update on 2018 Multifamily Tax-Exempt Bond AUtNOFItY ..........cccooeiiiiiiniiiiniiercceecie Duarte

d. Update on 2019-2020 Qualified Allocation Plan Program .............cccoceviiieiiiiniiec e Duarte

* Indicates Board Action Required ? Indicates Discussion Which Might Result In Board Action
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Tennessee Housing Development Agency

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

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

FROM: Ralph M. Perrey, Executive Director

DATE: May 10, 2018

SUBIJ: THDA Board of Directors Meeting

THDA Board Members —

We look forward to seeing you in Nashville for our next meeting on May 22. We will be providing
further updates on the strong start to THDA’s business year, as well as updates on Volunteer
Mortgage Loan Servicing. We will also brief you on the second module of our PIMS system
(Program Information Management System), which simplifies the application process for non-
profits participating in THDA programs while also making it easier for our staff to monitor
performance across several divisions. We will also give you a behind-the-scenes look at the work of
THDA'’s often unsung Operations Division.

Several items of note await your review and action.

e We will ask your authorization for Issue 2018-3 and the accompanying Reimbursement
Resolution, both of which are detailed behind the Bond Finance Committee tab. We also offer
you the proposed Schedule of Financing for 2018-19. Please note that Bond Finance will meet
Monday afternoon, May 21, at 2pm.

¢ Tax Credit Committee will hear any appeals from applicants for the 2018 Round of Low Income
Housing Tax Credits, followed by committee discussion on final decision items for the 2019
Qualified Allocation Plan (QAP). Materials for both may be found behind the Tax Credit
Committee tab.

e We will ask your approval for our formal application to become seller/servicers for Freddie Mac
and Fannie Mae. These will enable THDA to be able to offer conventional loans through our
lenders, sell those loans into the secondary market, and earn income from servicing them. Details
are behind the Lending Committee tab.

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



THDA Board of Directors
May 10, 2018
Page 2

e Grants Committee will be asked to review and approve revisions to the Emergency Repair
Program, which we believe will make it easier for us to put those funds to work in rural areas
where incomes tend to be lower. We also offer some proposed changes to the HOME Program
Award Rounds. More detail on these may be found behind the Grants Committee tab.

Please let me know if you have questions about any of the material in your board packet, and let
Cindy Ripley know if you need assistance with your travel logistics.

Sincerely,

%Mtﬁ%

www.THDA .org - (615) 815-2200 - Toll Free: 800-228-THDA
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5 Years 10 Years
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Sr. Housing Program Coordinator- Accounting Manager
Construction Accounting
Community Programs THDA Hire Date: June 16, 2008

THDA Hire Date: January 1, 2016
State Hire: December 29, 2003

25 Years

15 Years % Q@W

W % Rental Assistance Manager

Section 8 Rental Assistance

Housing Programs Manager THDA Hire Date: May 3, 1993
Community Programs

THDA Hire Date: June 30, 2005
State Hire: July 1, 1990



THDA QUARTERLY BOARD REPORT
January 1, 2018 — March 31, 2018

Summary of Quarterly Activities

Finances and Resources Project Based Section 8
Available Volume Ca Properties 380
(March 31, 2018% $1,400,000,000 Units 28,679
. Total HAP Payments $45,562,734.69
e $1,985465,000
’ Multifamily Tax Exempt Bond Authority
2017 2016 i R 7
Operating Income 2018 Applications
(6 Months ended December 31, 2017) $12,639,000 $9,101,000 Bond Authority: $346,000,000
Applications Bond Authority
Net Assets Firm Bond Authority Requested 23 $233,500,000
519,564,000 514,763,000 Y req e
(6 Months ended December 31, 2017) $ 3 Conditional Authority Requested 6 $91,789,000
Y Req
Homeownership Activities Committed 0 $0
B Closed 1 $5,300,000
Number Value
Loans Committed During Quarter 793 $104,791,360 Low Income Housing Tax Credit Program
Loans Funded During Quarter 745 $95,367,722 2018 Applications
Noncompetutive (4% )
Q1L 2018 QI 2017 Applications Credits ($)
Loans Active 23,670 23,037 Received/Requested 29 $20,862,690
Value of Loans (in millions) $2,020 $1,893 Allocated 1 $229,683
Loans Paid Off during Quarter 334 487 Competitive (9%)
Loans 60-days Delinquent 1.59% 1.42% Applications Credits ($)
Loans 90-days Delinquent 5.80% 6.20% Received/Requested 49 $44,122,603
Loans in Foreclosure 0.37% 0.89% Allocated 0 $0
Developments Under Construction
QI 2018 Total Served Properties Units
Foreclosure Counseling (AG) 173 17,823 Noncompetitive LIHTC 33 5,230
] ) ) Competitive LIHTC 33 5,639
Section 8 Housing Choice Voucher Program Placed in Service/ Compliance
Rental Vouchers 5,978 Asof 12/31/17
Homeownership Vouchers 44 Properties 593
Total HAP Payments $8,764,785.92 Units 50,573

THDA Quarterly Board Report

January I, 2018 — March 31, 2018



THDA QUARTERLY BOARD REPORT
January I, 20138 — March 31, 2018

Summary of Grant Programs

Funds Awarded / Awarded Funds Unallocated
Program Allocated Paid this Quarter Paid to Date Remaining Program § Percent Expended
Housing Trust Fund (active grants)
Home Modification and Ramps $600,000 $21,369 $336,584 $263,416 56%
Emergency Repair $5,400,000 $765,411 $3,049,523 $2,350,477 56%
Competitive Grants $18,278,202 $1,325,025 $11,506,569 $6,771,633 63%
Habitat for Humanity $1,000,000 $233,324 $750,010 $249,990 5%
HOME
2017 $10,890,000 $122,513 $236,789 $10,653,211 2%
2016 $7,328,292 $388,283 $1,097,155 $6,231,137 15%
2015 $8,671,000 $444,661 $1,606,080 $7,064,920 19%
2014 $9,874,036 $406,124 $3,973,031 $5,901,005 40%
2012 & 2013 $16,506,409 $286,859 $11,988,669 $4,517,740 73%
Emergency Solutions Grant $7,380,038 $749,260 $5,456,914 $1,923,124 74%
Weatherization $14,638,681 $591,412 $7,755,140 $6,883,542 53%
LIHEAP Set-Aside $8,523,721 $386,491 $4,340,212 $4,183,509 51%
LIHEAP (exc]ua’mg Weatherization Set-Aside) $103,777,153 $14,139,370 $74,036,829 $29,740,324 71%
Treasur}// Recovery Programs
Appalachian Renovation Loan Program $129,403 $0 $129,403 $1,370,598 9%
Blight Elimination Program $385,078 $111,697 $385,078 $9,614,922 4%
Principal Reduction Program $77,687 $77,687 $77,687 $10,622,313 1%
Reinstatement Only Program $59,262 $44,612 $59,262 $5,640,739 1%
Downpayment Assistance $31,995,000 $6,885,000 $28,995,000 $28,005,000 48%
Keep My TN Home (HHF) $185,764,431 $895 $182,783,691 $2,980,740 98%
Keep My TN Home (Medical Hardship Program) $22,631,287 $55,213 $21,660,788 $970,499 96%

THDA Quarterly Board Report

January I, 2018 - March 31, 20138



Notes:

Finances and Resources

Available Volume Cap: This is the total tax-exempt bond volume THDA currently has available to use for housing purposes.

Bonds Outstanding: This is the current value of bond volume outstanding. Pursuant to TCA 12-23-121(a), THDA has a maximum bonding authority of
$2,930,000,000.

Operating Income: This number reflects THDA’s operating income for the most recent time period as provided by Accounting (not including changes in the
fair value of investments).

Net Assets: This number reflects THDA's net assets from the end of the previous quarter.

Multifamilx Programs
LIHTC projects are stated in terms of the annualized amount of credit a project applies for and receives. Over the life of a LIHTC award, the dollar totals shown
are granted each year for ten years.

Homeownership Activities

Loans De]lhquenr/[n Foreclosure: The numbers used here reflect those loans funded with bonds outstanding, matching up with THDA'’s quarterly bond
disclosure reports posted on THDA.org.

Summary of Grant Programs

Housing Trust Fund': This includes all active grants (those with funds available to be drawn) since the start of the Housing Trust Fund.

Keep My TIN Home (Hardest Hir Fund & Medical Hardship Programs ):Funds are expended from these programs as needed, thus an additional column is included
to show federal or Board awarded funds that are currently uncommitted. The total uncommitted dollars plus the funds awarded column for each program is equal
to the total Board or federally awarded funding amounts.

Principle Reduction Prograny. The previous quarterly report stated that the PRP had $14,650 expended during Q4 2017. This was an error; the $14,650 Q4
expenditure was actually from the Reinstatement Only Program. The above Summary of Grant Programs reflects the corrected total.

Downpayment Assistance: During QI of 2018, THDA committed $6,960,000 in downpayrnent assistance, but as of March 31, had funded $6,885,000 of loans.
Keep My Tennessee Home (HHF ). Administrative funds are deducted from the funds award and not included in the report. THDA approved the last borrower
for the Keep My Tennessee Home Program in November 2014, but continued disbursing funds on behalf of the borrowers approved previously. Disbursed
dollar amounts show the payments that were made during the current quarter. The numbers shown in the QI 2018 report reflect THDA’s 100% allocation and
commitment of KMTH funds at the current HHF Participation Cap of $185,764,430.93, as well as to-date expenditures.

Medical Hards/up Program ( AG ) Totals allocated and expended have been modified from the QI 2017 total, having updated both totals to reflect lien

recoveries fI‘OI’l’l borrowers WhO SOld their home and repaid funds‘

THDA Quarterly Board Report January I, 2018 - March 31, 2018
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TENNESSEE HOUSING DEVELOPMENT AGENCY
BOARD OF DIRECTORS
March 27, 2018

Pursuant to the call of the Chairman, the Tennessee Housing Development Agency Board
of Directors (the “Board”) met in regular session on Tuesday, March 27, 2018, at 1:00 p.m., in the
Nashville Room of the William R. Snodgrass Tennessee Tower Building, Nashville, Tennessee.

The following Board members were present: Chair Kim Grant Brown; Dorothy Cleaves;
Keith Boring for Secretary of State Tre Hargett; Regina Hubbard; Courtney Hess for Treasurer
David Lillard; Samantha Wilson for Commissioner Larry Martin; Austin McMullen; Todd
Skelton; Lynn Tully; Mary Mac Wilson, and Ann Butterworth for Comptroller Justin Wilson.
Members of the Board who were absent: Daisy Fields; John Snodderly and Pieter van VVuuren,

Ralph Perrey, Executive Director, recognized the following THDA staff members for their
years of service:

Shana Mills Human Resources 5 years
Jack Thomas S8 Contract Admin 5 years
Tasheka Verser Rental Assistance 15 years
Julie Burnette Internal Audit 15 years

Chair Brown, seeing a quorum present, called the meeting to order and offered a time for
public comment. With no one wishing to address the Board, Chair Brown called for consideration
of minutes from the November 14, 2017 and January 24, 2018, meetings. Upon motion by
Ms. Cleaves, second by Ms. Hubbard, both sets of minutes were approved.

Chair Brown recognized Mr. Perrey who provided the following report:

e As of March 26, 2018, loan applications for the month of March topped $39.1 million
compared to $34.8 million for the entire month of March, 2017. Year to date production
is approximately $103 million compared to $68 million for the first quarter of 2017.

e A Welcome package, given to Volunteer Mortgage Loan Service (VMLS) customers,
was shared with Board Members. The delinquency rate for loans VMLS is servicing is
5.9%, about 3 percentage points lower than the overall delinquency rate.

e Forty-nine lenders are now delivering servicing on new closed loans directly to VMLS.
Staff expects that by June 1, 2018, all servicing on new closed loans will be coming
directly to VMLS. The transition of servicing for existing loans from US Bank to
VMLS is continuing and the expectation is that VMLS will be servicing the entire
THDA loan portfolio by the end of the summer.

e Nicole Lucas, Director of Information Technology, reported on the steps THDA takes
to protect the IT system and the private information in THDA’s possession. She
described the annual penetration test for THDA’s system and noted that the hacker
THDA hired was unable to get into THDAs system. She indicated that all THDA staff
would attend a two-hour mandatory training to augment the THDA’s preventative
measures.



e Jeremy Heidt, Director of Industry and Government Affairs, presented an overview of
the Federal budget and of the impact on areas involving THDA programs.

e Lorrie Shearon, Chief Strategy Officer, was recognized for work with the National
Housing Conference.

e THDA’s budget expansion request passed House and Senate Committees without
objection.

Chair Brown introduced the newest THDA Board member, Mary Mac Wilson. Ms. Brown
noted that Ms. Wilson is from the Knoxville area, is currently the Chief Operating Office of The
Diocese of Knoxville and has a background in lending.

Chair Brown stated the Bond Finance Committee met on Monday, March 26" and
recognized Lynn Miller, THDA Chief Legal Counsel, to present the Bond Finance Committee
report. Ms. Miller referenced Board materials regarding authorization of Issue 2018-2 and a
reimbursement resolution for Issue 2018-2. She noted that the $99,900,000 Issue 2018-1 closing
will be on March 29, however, over $81 million has been committed against Issue 2018-1 proceeds
and over $50 million will be reimbursed from these proceeds at closing for loans already
purchased. Ms. Miller explained that, given the status of Issue 2018-1, the Bond Finance
Committee approved a Plan of Financing for Issue 2018-2 in an aggregate principal amount not to
exceed $175 million and recommended that the Board approve the following:

o the Resolution of the Board of Directors authorizing the issuance and sale of Issue
2018-2 under the 2013 General Resolution, and delegating authority to the Bond
Finance Committee to determine all final terms and conditions of the Issue 2018-2
bonds (the “Authorizing Resolution”);
the form of Series Resolution for Issue 2018-2; and,
the Resolution of the Board of Directors authorizing reimbursement of THDA from
proceeds of Issue 2018-2 in an amount not to exceed $60 million (the “Reimbursement
Resolution™).

Upon motion by Chair Brown, second by Mr. Boring, motion carried to approve the Authorizing
Resolution and the Reimbursement Resolution.

Ms. Miller next referenced a memo dated March 15, 2018 from herself and Trent Ridley,
Chief Financial Officer, for details about the status of volume cap allocated to and carried forward
by THDA. She noted that THDA’s Debt Management Policy calls for an annual update to provide
information to demonstrate that THDA has sufficient volume cap to carry out both the multifamily
and the single family programs. She noted that this was a report that does not require Board action.

Chair Brown explained that the Audit & Budget Committee meet, but did not have action
items for Board consideration.

Chair Brown called for the Grants Committee report and recognized Mr. McMullen who
served as committee chair in the absence of Mr. van Vuuren. Mr. McMullen referenced a
memorandum from Don Watt, Director of Community Programs, dated March 13, 2018,
describing recommended changes to the 2017 National Housing Trust Fund Program Description.



Mr. McMullen noted that $2.8M is available for award and the only proposed change to the 2017
National Housing Trust Fund Program Description is to increase the maximum grant amount from
$750,000 to $900,000 to increase project financial feasibility, while still allowing at least one
funding award in each Grand Division. Upon motion by Mr. McMullen, second by Ms. Hess, the
motion carried to approve the described 2017 National Housing Trust Fund Program Description
and authorize the Executive Director to make the program awards.

Mr. McMullen next referenced a memorandum from Don Watt dated March 14, 2018,
regarding the THDA Challenge Grant Program and the 2019 THDA Challenge Grant Program
Description. Mr. McMullen reviewed the following three changes to the 2019 THDA Challenge
Grant Program Description as recommended by the Grants Committee:

e Add an additional goal of preserving and enhancing the existing supply of owner-
occupied units.

e Add arequirement that the applicant must have demonstrated at least 2 years of housing
activity or services in Tennessee, in alignment with THDA’s other programs.

e Reduce the available funding amount from $1M to $500,000.

He noted that the THDA Challenge Grant Program continues to require that successful applicants
match THDA funds at least 5 to 1. Upon motion by Mr. McMullen, second by Ms. Tully, motion
carried to approve the 2019 THDA Challenge Grant Program Description, to make $500,000
available for the 2019 THDA Challenge Grant Program and to authorize the Executive Director to
make funding awards.

Mr. McMullen next referenced a memorandum dated March 14, 2018, and noted that
THDA must submit an application for funding of the WAP program to the Department of Energy
(DoE) by May 1%. He explained the following changes recommended by the Grants Committee
for the 2018 program year are consistent with changes in the Department of Energy requirements:

e Add language to allow THDA to reallocate funding within the year based on the
performance and need of sub-grantees.

e Require that all initial energy audits be performed by individuals possessing the Energy
Auditor Certification as required by DoE.

e Add a requirement that every unit have an energy audit performed using the WAPez
software, which runs the Weatherization Assistant energy audit to identify the most
effective energy savings measures for that unit.

Upon motion by Mr. McMullen, second by Ms. Butterworth, motion carried to authorize the
Executive Director to submit the WAP application by the May 1% deadline and to approve the
described changes.

Mr. McMullen noted the Committee received an update on the HOME Mini-Round 2
award to Neighborhood Housing, Inc. in the amount of $315,000. He explained that the $558,000
remaining will be rolled into the 2018 HOME program for award prior to May 31, 2018.



Mr. McMullen reported that the Committee received information from Bettie Teasley,
THDA Director of Research and Planning, on the Analysis of Impediments to Fair Housing
Choice. Mr. McMullen noted that this analysis is required every five years, is tied to the HUD
Consolidated Plan, and covers five HUD-funded programs, including three programs administered
by THDA, the National Housing Trust Fund, Emergency Solutions Grant, and the Home
Investment Partnership Program. He explained that THDA is conducting the analysis as well as a
Survey of Fair Housing, which will be incorporated into the analysis. Mr. McMullen also noted
that a more robust analysis will be conducted in 2020.

Mr. McMullen concluded his report with an item not on the original agenda, the Built for
Zero Initiative. Mr. McMullen stated that the State of Tennessee’s Interagency Council on
Homelessness has made ending homelessness among veterans a priority. He described steps
THDA is taking in response and noted that the Grants Committee recommended $10,000 in
funding from THDA funds to cover the annual fee for each of up to three (3) Continuum of Care
organizations across the state to attend learning sessions for the Built for Zero Initiative. Upon
motion by Mr. McMullen, second by Ms. Cleaves, motion carried to approve $10,000 in funding
to allow up to three Continuum of Care organizations to receive the Built for Zero technical
assistance training.

Chair Brown recognized Ms. Cleaves for the Lending Committee Report. Ms. Cleaves
recognized Cynthia Peraza, Director of Single Family Special Programs, who referenced her
memo dated March 15, 2018 and noted that the deadline for expending all HHF funds is December
2020. She indicated that the Lending Committee recommended the following HHF funding
reallocations to meet this deadline:

e Reduce the ROP allocation from $5.7 million to $4.7 million.

e Reduce the PRRPLE allocation from $5 million to $2.5 million.

e Increase the HHF-DPA allocation from $60 million to $63.5 million and add an
additional $500,000 from funds recovered through the Keep My Tennessee Home
Program, bringing the total HHF-DPA funding to $64 million.

Upon motion by Ms. Cleaves, second by Ms. Hubbard, motion carried to approve the
recommended reallocations and authorize staff to (1) ratify a new or modified HFA Participation
Agreement with U.S. Treasury, if necessary, for the recommended program allocation
adjustments; (2) make minor changes and housekeeping changes to the programs as necessary or
as directed by the U.S. Treasury; and (3) do all things necessary and proper, including execution
of all documents, to carry out the described programs.

Ms. Peraza next referenced her memo dated March 12, 2018, regarding the Attorney
General Repair Program proposal and provided an overview of the $34.5 million in funds received
in 2012 from the National Mortgage Servicer Settlement through the Attorney General’s Office to
help fund foreclosure prevention programs. She explained that with real estate market
improvements, foreclosures have declined, however, lower-income homeowners continue to have
issues with maintaining and repairing their properties. She noted that the Lending Committee
recommended approval of a repair program for low income homeowners to be funded with
$3.5 million from the AG funds, with $2 million to be available through approved non-profit



partners with experience in repair activities across the state, excluding the Appalachian Regional
Commission (ARC) Distressed or At-Risk counties that are already served under the Appalachian
Renovation Loan Program, $1million as a match for additional ARC funding, and $500,000 for
administrative costs, with the caveat that if THDA does not receive additional ARC funding, then
the full $3.5 million, excluding administrative costs, would be made available to homeowners for
repairs across the state. Upon motion by Ms. Cleaves, second by Ms. Samantha Wilson, motion
carried to approve the recommended reallocation of AG Program funds, approve the statewide
repair program as described, and authorize staff to (1) ratify a new or modified Agreement with
the Office of the Attorney General, if necessary; (2) make minor changes and housekeeping
changes to the programs as necessary or as directed by the Office of the Attorney General; and
(3) do all things necessary and proper, including execution of any documents, to carry out the
Attorney General Repair Program.

Chair Brown recognized Ms. Tully for the Tax Credit Committee report. Ms. Tully
recognized Donna Duarte, Director of Multifamily Programs, who referenced her memo dated
March 7, 2018, regarding the Tax Credit Committee recommended change to Exhibit 1 of the 2018
Low-Income Housing Tax Credit Qualified Allocation Plan (“QAP”) that would move Sevier
Country from the suburban county list to the urban county list. Ms. Duarte noted that the change
would allow an increase in the amount of low income housing tax credits available for Sevier
County. Upon motion by Ms. Tully, second by Ms. Samantha Wilson, motion carried to approve
the change to the QAP. Mr. McMullen abstained from the vote.

Ms. Tully next referenced two memos from Ms. Duarte, both dated March 1, 2018,
describing requests from Oakwood Flats (TN18-208) and Broadway Towers (TN18-229),
respectively, to waive the per development limit for non-competitive low income housing tax
credits. Ms. Tully noted that increased construction costs have necessitated these requests to
increase the amount of non-competitive low income housing tax credits to up to $1.9 million for
Oakwood Flats and to up to $1.5 million for Broadway Towers. Upon motion by Ms. Tully, second
by Ms. Hubbard, the motion carried to approve both waivers as noted above. Mr. McMullen
abstained from the vote.

Ms. Tully noted that the Tax Credit Committee next considered a special request under the
2018 Multifamily Tax-Exempt Bond Authority Program Description (“2018 Program
Description”) and referenced a memo from Ms. Duarte dated March 7, 2018, for more information.
Ms. Tully noted that the Tax Credit Committee approved up to $62 million in multifamily tax-
exempt bond authority and up to $3.808 million in noncompetitive low income housing tax credits
for Trevecca Towers. She explained that Part I11.C. of the 2018 Program Description provides for
approval by the Tax Credit Committee, so no THDA Board action is required.

Ms. Tully next referenced a memo from Ms. Duarte dated March 26, 2018, regarding a Tax
Credit Committee recommended change to the 2018 Program Description to increase the amount
of volume cap available from $210,000,000 to $346,000,000. Upon motion by Ms. Tully, second
by Ms. Hess, motion carried to approve the described change to the 2018 Program Description.
Mr. McMullan abstained from the vote.



Ms. Tully then referenced a memo from Donna Duarte dated March 7, 2018, regarding a
Tax Credit Committee recommended exchange of 2016 low income housing tax credits for an
equal amount of 2018 low income housing tax credits for Flats at 58 (TN16-039) Upon motion
by Ms. Tully, second by Ms. Hubbard, motion carried to approve the exchange for the reasons and
subject to the conditions contained in the referenced memo. Mr. McMullen abstained from the
vote.

Ms. Tully completed her report by noting that the Tax Credit Committee discussed
development of the 2019-2020 Low Income Housing Tax Credit Qualified Allocation Plan,
however, there was no Committee or Board action required.

With no further business to discuss, the meeting was adjourned.

Respectfully submitted,

Ralph M. Perrey
Executive Director

Approved the 22" day of May, 2018.
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Tennessee Housing Development Agency

Bond Finance Committee

2:00 p.m. Central Time

May 21, 2018

S S < R R o

Conference Room G-3
State Capitol, Ground Floor
Nashville, Tennessee 37243

AGENDA
(07 1| I (o @] o [ PSPPSR Brown
Approval of minutes from May 8, 2018, MEELING .....cccvevveieriieiieie e Brown
ISSUE 2018-3 AULNOMIZALION........c.viiiiiiieecee e Miller
Issue 2018-3 Reimbursement RESOIULION .........c.ccveiveiieiii e Miller
Issue 2018-1 State FOrm CT-0253..... ..ot Miller
Fiscal Year 2018-2019 Schedule of FINANCING........cccoviveieiiiiiiee e Miller
YN | T 10 ¢ TP RTTSPRORTTRPRN Brown
LOCATION COMMITTEE MEMBERS

Kim Grant Brown, Chair
Secretary Tre Hargett
Treasurer David Lillard
Commissioner Larry Martin
Comptroller Justin Wilson



TENNESSEE HOUSING DEVELOPMENT AGENCY
BOND FINANCE COMMITTEE
May 8, 2018

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, May 8, 2018, at 4:30 P.M.
in the Executive Conference Room, State Capitol, Nashville, Tennessee. The following members were
present: Keith Boring (for Secretary of State Tre Hargett), Treasurer David Lillard, Samantha Wilson (for
Commissioner of Finance & Administration Larry Martin) and Kathy Stickel (for Comptroller Justin
Wilson (Secretary)). Kim Grant Brown (Chair) participated by conference call.

At the request of Chair Brown, Treasurer Lillard chaired the meeting. Treasurer Lillard noted a
physical quorum was present and called the meeting to order. He asked for a motion to approve the minutes
of the March 26, 2018, meeting. Upon motion by Mr. Boring, second by Ms. Wilson, and with the following
roll call vote, the motion carried to approve the March 26, 2018, minutes:

Chair Brown: Yes
Mr. Boring for Secretary Hargett: Yes
Treasurer Lillard: Yes
Ms. Wilson for Commissioner Martin: Yes
Ms. Stickel for Comptroller Wilson: Yes

Treasurer Lillard indicated the next item for.consideration was the sale of Issue 2018-2 Bonds. He
recognized Lynn Miller, THDA Chief Legal Counsel, who presented the following documents that were
circulated for the Committee’s consideration:

= Memo from CSG Advisors Incorporated (“CSG”), financial advisor for THDA, dated May 8,
2018, recommending approval of the described pricing for Issue 2018-2.

= Resolution of the Bond Finance Committee approving the issuance and sale of Issue 2018-2
(Non-AMT) in the aggregate principal amount of $160,00,000 (the “Award Resolution”). The
following documents were attached to the Award Resolution as exhibits and were incorporated
by reference:

0 Bond Purchase Agreement for the sale of Issue 2018-2 Bonds to the underwriting
syndicate, led by RBC Capital Markets, LLC (“RBC”), the bookrunning senior
manager;

(o] Supplemental Resolution for the Issue 2018-2 Bonds; and

Bond Maturity Schedule showing the maturities and interest rates for the Issue 2018-2
Bonds.

Ms. Miller noted that bonds, in the principal amount of $160 million, were offered and there were
over $121 million in retail orders and nearly $290 million in institutional orders. She noted that, prior to
pricing, staff anticipated using $3.6 million of bonds proceeds at 0% interest to maintain the current interest
rate on THDA loans, however, due to the high level of orders and an overall lower bond yield, the amount
of funds required to be loaned at 0% was reduced to $1.3 million, based on the current interest rate on
THDA loans.

Ms. Miller called upon David Jones, with CSG, who participated by conference call. He talked
briefly about market conditions. Mr. Jones indicated RBC provided a consensus scale yesterday that
appeared to have good levels overall, however, there were two term bonds that seemed a little conservative.
He indicated that CSG suggested tightening the two terms bonds by 5 basis points and RBC agreed. He



explained that, based on favorable market conditions, the level of retail orders and reads that RBC received
from institutional investors, CSG recommended, and staff agreed, that accelerating into an institutional
order period for a one-day sale was appropriate. He noted that there was over $411 million in total orders,
resulting in further beneficial adjustments to the two terms bonds and other maturities, including the PAC
bonds. He further noted that CSG recommended accepting the pricing as shown on the Bond Maturity
Schedule

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

Chair Brown: Yes
Mr. Boring for Secretary Hargett: Yes
Treasurer Lillard: Yes
Ms. Wilson for Commissioner Martin: Yes
Ms. Stickel for Comptroller Wilson: Yes

There being no further business, Treasurer Lillard adjourned the meeting.

Respectfully submitted,

Assistant Secretary

Approved this 21% day of May, 2018.
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MEMORANDUM
DATE: May 17,2018
TO: THDA Bond Finance Committee and Board
FROM: Lynn Miller
Chief Legal Counsel

SUBJECT:  Authorization of General Residential Finance Program Bonds, Issue 2018-3

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 2018-3:

1. Memo from CSG Advisors recommending authorization in the maximum principal amount of
$150 million for a bond issue under the General Residential Finance Program Bond Resolution
adopted in 2013, including authorization of a new money component, but no refinancing
component. Staff expects this bond issue to be priced in August, with closing prior to the end of
September, 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 2018-3 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 2018-3, which includes the
form of Series Resolution for Issue 2018-3 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 2018-3 in an amount not to exceed $60 million.

COMPLIANCE WITH THDA DEBT MANAGEMENT POLICY

Issue 2018-3 complies with the Tennessee Housing Development Agency Debt Management Policy
adopted on November 28, 2011, as amended (the “Debt Management Policy”). In particular, Issue 2018-3
complies with the Debt Management Policy as follows:
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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, XVII, XIX, XX and XXI are not applicable as authorization requested for Issue 2018-3
does not include a refunding component, 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 staff recommended “soft” rotation began with Raymond James (Issue 2018-1), followed by RBC (Issue
2018-2). Following conversations with CSG Advisors and State and Local Finance staff, THDA staff
recommends that Citigroup Global Markets, Inc., be appointed as the bookrunning senior manager for Issue
2018-3. This recommendation is based on the following: (a) Citi provided reasonable participation in
2018-2, with Tennessee retail, national retail and net designated orders of $0.5 million,
$2.6 million and $2.0 million respectively, totaling $5.1 million, and (b) Citi was instrumental in
providing Trent Ridley, THDA Chief Financial Officer, an opportunity to speak at the Society of
Municipal Finance Analyst conference recently in an effort to build investor knowledge of THDA,
its creditworthiness, its financial strength and to build investor appetite for THDA bonds.

ROTATING CO-MANAGER

Based on an analysis by CSG Advisors, THDA staff recommends that selling group member J.J.B. Hilliard,
W.L. Lyons, LLC be appointed to serve as rotating co-manager for Issue 2018-3 based on allotments
resulting from Tennessee retail orders on Issue 2018-2.

SELLING GROUP

Duncan-Williams, Inc.

Fidelity Capital Markets

FTN Financial

Robert W. Baird

Wiley Brothers-Aintree Capital

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 2018-3

DATE: May 17, 2018

Executive Summary

e CSG recommends that the THDA Board of Directors and THDA Bond Finance Committee
authorize a $150 million Issue 2018-3 under the Residential Housing Finance Program Bond
Resolution as new money bonds to fund THDA’s mortgage loan pipeline. The exact issue size will
be evaluated closer to the bond sale date based on THDA’s pipeline and interest rates at the time.

e Issue 2018-2 will close on June 12, 2018, however, THDA expects Issue 2018-2 to be fully
committed by mid to late July, at which time they will begin committing against Issue 2018-3.

e Issue 2018-3 is expected to be sold in August for a closing in September, providing funding for
summer and early fall production.

e Alternative bond structures, including the use of excess THDA mortgage collateral from the 1985
Resolution to lower the bond yield will be analyzed and presented closer to pricing.

Current Market Conditions

Issue 2018-2 was successfully priced last week with strong demand from both retail and institutional
investors. Since the previous THDA bond sale for Issue 2018-1 on February 27, 2018, interest rates have
been mixed to slightly higher, with the 10-year US Treasury bond increasing slightly from 2.91% to 2.98%
on May 9", and the 30-year treasury almost unchanged from 3.17% to 3.15% over the same period. High-
quality tax-exempt Municipal Market Data Index (“MMD”) yields over the same period also trended
slightly lower than their February 27" levels, with the 10- and 30-year yields down from 2.48% and 3.06%,
to 2.44% and 2.99%, respectively.

Although international events including trade and tariff threats have continued to have market impact and
increased volatility, evidence of a strengthening U.S. economy continues. As economists underline the
importance of full-employment and economic bottlenecks, signs of price inflation have begun to stir, but
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CSG Advisors Incorporated
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currently there is little concern about an overreaction by the Federal Reserve’s Open Market Committee as
they’ve indicated gradual interest rate increases in spite of inflation hitting its 2% mandate.

Background

On May 8, 2018, THDA priced its Residential Finance Program Bonds, Issue 2018-2 in the amount of $160
million of which $147 million is available to purchase new mortgage loans. As of May 15, 2018,
approximately $63.6 million of Issue 2018-2 proceeds were committed, over $20 million in THDA funds
(that will be reimbursed to THDA from Issue 2018-2 proceeds at closing) have been used to purchase loans
and the balance is expected to be committed by mid to late July.

When the Issue 2018-2 proceeds are exhausted, THDA will begin to purchase mortgage loans using
available THDA funds, expecting that such advances will be reimbursed with proceeds of Issue 2018-3.
Beginning in mid to late July, THDA anticipates building a pipeline of mortgage loans that will be funded
with Issue 2018-3. Based on current projections, staff expects THDA has sufficient available funds on
hand to continue purchasing mortgage loans through the anticipated closing of Issue 2018-3 in September,
when additional bond funds likely will be needed.

None of THDA'’s outstanding bonds will become optionally redeemable at par before January 1, 2019.
Since housing bonds may not be refunded prior to 90 days before they are redeemed, no refunding is
proposed for Issue 2018-3.

In order to further lower the bond yield and reduce the amount of zeros consumed by the issuance, THDA
could contribute excess mortgage loan collateral currently held in the 1985 General Resolution in order to
structure the Issue 2018-3 Bonds earlier in the maturity schedule at lower rates than if structured pro-rata
throughout the maturity schedule. THDA took this approach most recently in Issue 2018-1. There are
several effects of including excess mortgage collateral in the proposed new transaction:

1) Expected savings allow THDA to set lower mortgage interest rates 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 bond issue; and

3) Post-transfer, the excess mortgage loan repayments and prepayments would no longer be
available to redeem bonds in the 1985 General Resolution, but instead would be used to redeem
Issue 2018-3 Bonds. Such use of the excess mortgage loan receipts is not expected to
negatively impact the cash flows of the 1985 General Resolution or THDA'’s ability to fund
other programs from its Resolutions; however, CSG will review the impact of such a transfer
and provide additional information as such structure is considered.

Proposed Sizing and Structure for Issue 2018-3

Authorizing a bond issue of not to exceed $150 million will allow THDA to continue purchasing mortgage
loans well into the fall of 2018. The ultimate size of the issue will depend on mortgage loan demand up
until pricing, on interest rates, and on an assessment of negative reinvestment costs (the cost of investing
bond proceeds at lower interest rates than the bond interest rate before such proceeds can be used to
purchase mortgage loans).

Based on current market conditions and investor appetite, structuring Issue 2018-3 to include planned
amortization class bonds (“PACs”) to be sold at a premium would 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
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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 the same maturity.

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
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 100% PSA, at its option THDA could choose to redeem the PACs up to the 100% PSA experience
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 loan 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, refunding component or
overcollateralization. The spread for tax purposes is 0.798%. $11.0 million in zeros would be
consumed to increase the issue to a full 1.125% spread. This is not an optimal and sustainable
structure, see Scenarios 2 & 3 below.

e Scenario 2 includes non-AMT PAC bonds. The lower yield on the PAC reduces the overall bond
yield by 0.18% and would result in a spread for tax purposes of 0.983%. $4.7 million in zeros
would be consumed to increase the issue to a full 1.125% spread.

e Scenario 3 in addition to including non-AMT PAC bonds, the structure assumes $10 million in
unencumbered, seasoned mortgage loans are transferred and used to over-collateralize and
accelerate the repayment of the Issue 2018-3 bonds. Since the transferred collateral allows for a
shorter bond maturity schedule with a slightly larger PAC bond, the bond yield is reduced 0.10%
when compared to Scenario 2 above and would result in a spread for tax purposes of 1.082%. $1.2
million in zeros would be consumed to increase the issue to a full 1.125% spread.

It should be noted that THDA has accumulated approximately $90 million in zeros that can be used to
subsidize new bond issues such as Issue 2018-3. Each of the scenarios summarized above and listed in
Exhibit B assume that THDA continues lending at interest rates of 4.625% and 4.125% for its Great Choice
and Brave Choice loan programs, respectively.

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 2018-3.

Issuing the 2018-3 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
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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 have been and 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 housing 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 participation, interest rate savings on bonds sold principally to retail investors
typically range from 0.05% to 0.10%. 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,
because the housing sector played a major role in the financial crisis, some investors have remained
concerned about transactions financing whole loans and wary of making credit decisions solely based on
ratings. A negotiated sale provides greater opportunity to communicate with investors about the more
complex structure and the credit features of THDA’s bonds.

Bond Structure — Though Issue 2018-3 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, additional maturities or features,
or in 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 independent 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 2018-3, with a par amount not
to exceed $150 million;
o Delegate to the Bond Finance Committee the authority to:
o0 Establish the principal amount of Issue 2018-3, with the aggregate size of Issue 2018-3 not to exceed $150
million;
0 Establish the structure, sub-series and pricing schedule of Issue 2018-3;
o0 Approve long and shorter maturity bonds in any combination of fixed rate bonds not to exceed a maturity
of 32 years; and
0 Approve the transfer of up to $15 million of unencumbered seasoned THDA mortgage loans or other
resources from THDA’s 1985 General Resolution to over-collateralize Issue 2018-3.
e Based on current market conditions and for the reasons described above, authorize Issue 2018-3 via a
negotiated sale.




Exhibit A

Preliminary Structuring Analysis

Structuring Scenario

Interest Rate Scale as of Date
Including PAC Bonds
Including $10,000,000 Over-Collateralization

Issue Amounts
New Money
TOTAL

Bond Structure

Serials 2019-2031

Term 2033
Term 2038
Term 2043
Term 2045
Term 2048
PAC Term

Yields

Non-AMT

Non-AMT
Non-AMT
Non-AMT
Non-AMT
Non-AMT
Non-AMT
Non-AMT

Mortgage Yield (1)

Bond Yield

Yield Spread

Zero Percent Loans (Consumed) / Created

Yield Spread After Zero Participations

Coupon/ Yield
1.75-3.40
3.500

3.700

3.850

4.000

4.000
4.00/2.71

%
%
%
%
%
%
%

Scenario 1 Scenario 2 Scenario 3
No PAC / No With PAC / No With PAC / With
Overcollateralization Overcollateralization Overcollateralization
5/8/2018 5/8/2018 5/8/2018
No Yes Yes
No No Yes
150,000,000 150,000,000 150,000,000
150,000,000 150,000,000 150,000,000
44,540,000 30% 28,240,000 19% 34,095,000 23%
8,995,000 6% 5,780,000 4% 6,960,000 5%
25,815,000 17% 16,685,000 11% 20,055,000 13%
31,620,000 21% 20,610,000 14% 21,605,000 14%
- 0% - 0% 10,510,000 7%
39,030,000 26% 24,085,000 16% - 0%
- 0% 54,600,000 36% 56,775,000 38%
150,000,000 100% 150,000,000 100% 150,000,000 100%
4.467 % 4.467 % 4.467 %
3.669 % 3.483 % 3.384 %
0.798 0.983 1.082
(11,000,000) (4,700,000) (2,200,000)
1.125 % 1.125 % 1.125 %

(1) Based on assumed Great Choice Loans & Brave Choice Loans as summarized below with 5.00% 2nd lien downpayment / closing cost assistance loans.

Origination Mortgage
Program Amount Rate Notes
Great Choice 147,000,000 4.625% [Existing/Future Production}
Brave Choice 3,000,000 4.125% [Existing/Future Production}
85 Ind Overcollaterization 10,000,000 5.000% [reflected in Scenario 3 only]



Exhibit A - Supplement: Impact of Changing Future Mortgage Rates

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

Scenario 1
No PAC/No
Structuring Scenario Overcollateralization
Interest Rate Scale as of Date 5/8/2018
Including PAC Bonds No
Including $10,000,000 Over-Collateralization No
Bond Yields 3.669
Mortgage Rates and Zero Percent Loans Needed
A Mortgage Rate on 'Future' Mortgages 4.625
Mortgage Yield (1)(2) 4.467
Yield Spread 0.798
Zero Percent Loans (Consumed) / Created for Full Spread (11,000,000)
B Mortgage Rate on 'Future' Mortgages to Reduce Zeros by 4.800
50%
Mortgage Yield (1) 4.794
Yield Spread 1.125
Zero Percent Loans (Consumed) / Created for Full Spread (5,500,000)
C Mortgage Rate on 'Future' Mortgages to Reduce Zeros by 4.970
100%
Mortgage Yield (1) 4.794
Yield Spread 1.125

Zero Percent Loans (Consumed) / Created for Full Spread -

Scenario 2
With PAC / No
Overcollateralization
5/8/2018
Yes
No
% 3.483 %
% 4.625 %
% 4.467 %
0.983
(4,700,000)
% 4.700 %
% 4.608 %
1.125
(2,350,000)
% 4770 %
% 4.608 %
1.125

(1) Based on Great Choice Loans & Brave Choice Loans with 5.00% 2nd lien downpayment / closing cost assistance loans.

(2) Prior to the application of zeroes (Consumed) / Created

Scenario 3
With PAC / With
Overcollateralization

5/8/2018
Yes
Yes

3.384 %

4.625 %

4.467 %

1.082

(1,200,000)

4.650 %

4.509 %

1.125

(600,000)

4.660 %

4.509 %

1.125



TENNESSEE HOUSING DEVELOPMENT AGENCY
PLAN OF FINANCING
RESIDENTIAL FINANCE PROGRAM BONDS, ISSUE 2018-3

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

AMOUNT:

May 21, 2018

The bonds may be sold in one or more series to be known as
Residential Finance Program Bonds, Issue 2018-3 (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
$150,000,000. 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 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 October 31, 2018. THDA will prepare for the sale
with the aid of its financial advisor, CSG Advisors, 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 THDA’s 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 2018-3
May 22, 2018

WHEREAS, pursuant to the Tennessee Housing Development Agency Act (the “Act”), the Bond
Finance Committee of the THDA Board of Directors (the “Committee™), on May 21, 2018, approved a plan of
financing for Residential Finance Program Bonds, Issue 2018-3 (the “Bonds”) in an aggregate par amount not
to exceed $150,000,000 (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 23, 2018, adopted a Housing Cost Index, as defined in Section 13-23-
103(7) of the Act, which shows that, as of January 8, 2018, 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 $150,000,000,
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 2018-3A (AMT), $ Issue 2018-3B (Non-AMT), and
$ Issue 2018-3C (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 $150,000,000; (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 May 22, 2018.



TENNESSEE HOUSING DEVELOPMENT AGENCY

A Supplemental Resolution
Authorizing the Sale of

Residential Finance Program Bonds

$ Issue 2018-3A (AMT)
$ Issue 2018-3B (Non-AMT)
$ Issue 2018-3C (Non-AMT)

Adopted May 22, 2018
as amended and supplemented
by the Bond Finance Committee
of THDA on _,2018

4819-6813-6806.2



Section 1.01.
Section 1.02.
Section 1.03.

Section 2.01.
Section 2.02.
Section 2.03.
Section 2.04.
Section 2.05.
Section 2.06.
Section 2.07.
Section 2.08.
Section 2.09.
Section 2.10.
Section 2.11.
Section 2.12.
Section 2.13.

Section 3.01.

Section 4.01.
Section 4.02.
Section 4.03.

Section 5.01.
Section 5.02.

Section 6.01.

ARTICLE |
DEFINITIONS AND AUTHORITY

SNOMTE T oot 1
DETINITIONS. ...t bbbt 1
Authority for this RESOIULION .........cccoeiiiiiiiee e 4
ARTICLE II
TERMS AND ISSUANCE
Issue Amount and DeSIgNALION .........ccueiveiieieiieie e 4
PUIPOSES ... 4
Amounts, Maturities and INterest RAtES..........cocvvvviriiierene s 5
Denominations, NUMDErs and LettersS........couvviiviiiieiiiiiiee e 7
PAYING AGENT. ...ttt et e e e are s 7
EXECULION OF BONGS......cuiiiiiiiiece s 7
Place of Payment; RecOrd Date ...........ccccoeiieiiieie i 8
Sinking Fund Redemption ProVISIONS ..........ccccoceiiiiiiiiniee e 8
Optional REAEMPLION ........cceeiiiieii e 9
Special Optional RedempPtioNn ...........ccooeiiiiiiiiiirieeeee e 10
Special Mandatory Redemptions ..........ccccoveiveiieiieie e 11
SEIECLION DY LOT ... 13
Purchase of Bonds by THDA OF TTUSEEE .......ccveveeiiiiieiiee e 13

ARTICLE IlI
SALE AND DELIVERY

ST LSS 13
ARTICLE IV

DISPOSITION OF PROCEEDS AND OTHER MONEY'S

Loan Fund; Bond Reserve Fund Requirement............ccccocevveveeiieiecsneieenin, 13

Proceeds of Issue 2018-3A Bonds and Issue 2018-3B Bonds....................... 14

Program Loan Determinations............cceiveveieeieeiesie e 15
ARTICLE V

FORM OF BONDS, AND TRUSTEE’S CERTIFICATE OF AUTHENTICATION

FOIrM OF BONGS ....eeeeee e 15

Form of Trustee’s and Authenticating Agent’s Certificate of

AUTNENTICALION .....ecvieciiee et e e aeenaenres 16
ARTICLE VI

MISCELLANEOUS
No Recourse Against Members or Other Persons ..........ccccceveveevieiiecvneenne, 16
i

4819-6813-6806.2



Section 6.02.

Section 6.03.
Section 6.04.
Section 6.05.
Section 6.06.
Section 6.07.
Section 6.08.
Section 6.09.

EXHIBIT A
EXHIBIT B

EXHIBIT C

4819-6813-6806.2

Bonds not Debt, Liability or Obligation of the State or the United

StALES OF AIMEIICA. .. ccviiiieieieie st 16
Delivery of Projected Cash Flow Statements ...........cccoocveveniienenienin e 16
AULNOTIZEA OFFICEIS ..o 16
AUTNOMIZEA TIUSTEE.....eiiiiecieeie ettt nne s 17
Covenant to Comply with Federal Tax Law Requirements..............cccccveuenn. 17
Continuing Disclosure Undertaking ..........ccccooeviiiiinieiieneie e 17
Confirmation and Adjustment of Terms by Committee ............cccccvevvvvveenenn. 20
EFfECLIVE DALE ...c.eeeeeeiee e e 20

BOND PURCHASE AGREEMENT

[PLANNED AMORTIZATION AMOUNTS FOR ISSUE 2018-3A PAC
BONDS, ISSUE 2018-3C PAC BONDS AND 400% PSA PREPAYMENT
AMOUNT TABLE]

FORM OF BOND



A SUPPLEMENTAL RESOLUTION AUTHORIZING THE SALE OF

RESIDENTIAL FINANCE PROGRAM BONDS
$ ISSUE 2018-3A (AMT)
$ ISSUE 2018-3B (Non-AMT)
$ ISSUE 2018-3C (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
2018-3 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 2018-3 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 2018-3 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 2018-3 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 2018-3 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
2018-3 Bonds.

“Issue 2018-3 Bonds” means, collectively, the Issue 2018-3A Bonds, the
Issue 2018-3B Bonds and the Issue 2018-3C Bonds.

“Issue 2018-3A Bonds” means the Issue 2018-3A Bonds of THDA
authorized by this Resolution pursuant to the Plan of Financing.

[“Issue 2018-3A PAC Bonds” means the Issue 2018-3A Bonds in the
aggregate principal of $ maturing ]

[“Issue 2018-3A PAC Bonds Planned Amortization Amount” means the
cumulative amount of Issue 2018-3A PAC Bonds expected to be redeemed upon
the receipt of Excess 2018-3 Principal Payments at a rate equal to % PSA, as
set forth in Exhibit B hereto.]

“Issue 2018-3B Bonds” means the lIssue 2018-3B Bonds of THDA
authorized by this Resolution pursuant to the Plan of Financing.

“Issue 2018-3C Bonds” means the Issue 2018-3C Bonds of THDA
authorized by this Resolution pursuant to the Plan of Financing.

[“Issue 2018-3C PAC Bonds” means the Issue 2018-3C Bonds in the
principal amount of $ maturing ]

[“Issue 2018-3C PAC Bonds Planned Amortization Amount” means the
cumulative amount of Issue 2018-3C PAC Bonds expected to be redeemed upon
the receipt of Excess 2018-3 Principal Payments at a rate equal to % PSA, as
set forth in Exhibit B hereto.]

“Issue Date” means the date on which the Issue 2018-3 Bonds are issued by
THDA and delivered to the Underwriters, expected to occur on _,2018.

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

“Official Statement” means the Official Statement dated ,
2018 used in connection with the sale of the Issue 2018-3 Bonds.

[“PAC Bonds” means, collectively, the Issue 2018-3A PAC Bonds and the
Issue 2018-3C PAC Bonds.]



“Preliminary Official Statement” means the Preliminary Official Statement
dated __, 2018 used in connection with the offering of the Issue 2018-
3 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, THDA’s Homeownership Program Bonds,
Issue and Homeownership Program Bonds, Issue ]

“Resolution” means this Supplemental Resolution adopted by THDA on
May 22, 2018, as amended and supplemented by the Bond Finance Committee on
_,2018.

“Serial Bonds” means the Issue 2018-3 Bonds which are not Term Bonds.

“Term Bonds” means, collectively, the Issue 2018-3A Bonds maturing
, the Issue 2018-3B Bonds maturing and the Issue 2018-3C
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
2018-3 Bonds upon the refunding of the Refunded Bonds.]

[“Transferred Program Loans” means the Program Loans allocable to the
Refunded Bonds which are allocated to the Issue 2018-3 Bonds upon the refunding
of the Refunded Bonds.]

“Underwriters” means, collectively, [RBC Capital Markets, LLC,
Raymond James & Associates, Inc., and Citigroup Global Markets Inc.], their
respective successors and assigns, and the Co-Managers as purchasers of the Issue
2018-3 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 2018-3 Bonds” shall include the Transferred
Program Loans as well as any new Program Loans and Program Securities acquired with
proceeds of the Issue 2018-3 Bonds.]
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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 2018-3A are hereby authorized to be issued in the aggregate principal amount of

$ , Residential Finance Program Bonds, Issue 2018-3B are hereby authorized to be
issued in the aggregate principal amount of $ and Issue 2018-3C are hereby authorized
to be issued in the aggregate principal amount of $ . In addition to the title “Residential

Finance Program Bond,” the Issue 2018-3 Bonds will bear the additional designations “Issue 2018-
3A (AMT), “Issue 2018-3B (Non-AMT)” and “Issue 2018-3C (Non-AMT),” as appropriate. The
Issue 2018-3 Bonds shall be issued only in fully registered form. The Issue 2018-3A Bonds will

consist of $ principal amount of Serial Bonds and $ principal amount of
Term Bonds. The Issue 2018-3B Bonds will consist of $ principal amount of Serial
Bonds and $ principal amount of Term Bonds. The Issue 2018-3C Bonds will consist
of $ principal amount of Serial Bonds and $ principal amount of Term
Bonds.

Section 2.02. Purposes. [The Issue 2018-3A Bonds and the Issue 2018-3B Bonds are
being issued to refund the Refunded Bonds. As aresult of such refunding, the Transferred Program
Loans and the Transferred Investments will become allocated to the Issue 2018-3 Bonds.] The
Issue 2018-3C 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 2018-3 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
2018-3 Bonds.

The proceeds of the Issue 2018-3 Bonds [and the Transferred Investments] shall be applied
in accordance with Article 1V hereof.

Section 2.03. Amounts, Maturities and Interest Rates.

@ The Issue 2018-3 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 [July 1,
2019], at the rate set opposite such date in the following tables:

4819-6813-6806.2



Maturity
Date

Maturity
Date

Maturity
Date
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Principal
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Maturity
Date

Principal
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$
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Date
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$
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Interest Maturity
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%
Term Bonds
Principal
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Issue 2018-3B Bonds
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Rate Date
%
Term Bonds
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Amount
3

Issue 2018-3C Bonds
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Interest Maturity
Rate Date
%
5
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$
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%
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$
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%
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$
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Rate

%

Interest
Rate

%



Term Bonds

Maturity Principal Interest
Date Amount Rate
$ %

(b) Whenever the due date for payment of interest on or principal of the Issue
2018-3 Bonds or the date fixed for redemption of any Issue 2018-3 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 2018-3 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 2018-3 Bonds of each series maturing in such year. The Issue
2018-3 Bonds are to be lettered “RA,” “RB,” or “RC,” as applicable, and numbered
separately from 1 consecutively upwards.

(b) The Issue 2018-3 Bonds, when issued, will be registered in the name of
Cede & Co., as nominee of DTC. Only one Issue 2018-3 Bond will be outstanding for
each maturity and interest rate of each series of the Issue 2018-3 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 2018-3 Bonds will be
made in book-entry form only in authorized denominations set forth in Section 2.04(a).
Beneficial owners of the Issue 2018-3 Bonds will not receive certificates representing their
interest in the Issue 2018-3 Bonds. So long as Cede & Co. shall be the registered owner
of the Issue 2018-3 Bonds, THDA will deem and treat Cede & Co. as the sole and exclusive
owner of the Issue 2018-3 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 2018-3 Bonds pursuant to Section 11.2 of the General Resolution. The Trustee may 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 2018-3 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 2018-3 Bonds and
attested by the manual or facsimile signature of the Executive Director or Secretary of THDA.
The Issue 2018-3 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 2018-3
Bonds upon instructions from THDA to that effect.

4819-6813-6806.2



Section 2.07. Place of Payment; Record Date. While the Issue 2018-3 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 2018-3 Bonds shall be made in accordance
with the procedures of DTC. In the event the Issue 2018-3 Bonds are no longer held in book-entry
only form, the principal and Redemption Price of all Issue 2018-3 Bonds shall be payable at the
designated corporate trust office of the Trustee. Interest on the Issue 2018-3 Bonds will be paid
by check mailed by the Trustee to the registered owner thereof. Any registered owner of the Issue
2018-3 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 2018-
3 Bonds shall be the 15th day of the month next preceding an Interest Payment Date.

Section 2.08. Sinking Fund Redemption Provisions.

€)) The Issue 2018-3 Bonds that are Term Bonds are subject to redemption in
part by lot on the dates set forth below for such maturity of Issue 2018-3 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 2018-3A Term Bonds due

Amount Amount
Date Due Date Due
$ $

*Maturity
Issue 2018-3B Term Bonds due
Amount Amount
Date Due Date Due
$ $
*Maturity
7
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Issue 2018-3C Term Bonds due

Amount Amount
Date Due Date Due
$ $

*Maturity

(b) Upon the purchase or redemption of Issue 2018-3 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 2018-3 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 2018-3 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 2018-3 Bonds, unless otherwise
directed by THDA in accordance with the General Resolution.

Section 2.09. Optional Redemption. The Issue 2018-3 Bonds maturing on and after [July
1, 2028] [other than the PAC Bonds], are subject to redemption at the option of THDA prior to
their respective maturities, either as a whole or in part at any time, on or after [January 1, 2028]
(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 V1 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, 2028] (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 Issue 2018-3A PAC Bond Issue 2018-3C PAC Bond
Redemption Price Redemption Price
[January 1, 2028] to [ |% [ |%
L 1]
[ 1]andthereafter [ ] [ 11

Section 2.10. Special Optional Redemption. The Issue 2018-3 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 2018-3 Bonds not expected to be applied to the
financing of Program Loans, (ii) repayments and prepayments of Program Loans (including

8
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Program Securities [and the Transferred Program Loans]) allocated to the Issue 2018-3 Bonds not
otherwise required to be applied to the special mandatory redemption of the Issue 2018-3 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 2018-3 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 related Planned Amortization Amount [and (C) shall
be redeemed on a pro rata basis to the extent of any special optional redemption].

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 2018-3 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 2018-3 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 2018-3 Bonds then Outstanding in the
event of any redemption pursuant to clause (i) of the first paragraph of this Section 2.10 [, and, to
the extent the PAC Bonds are redeemed pursuant to any special optional redemption, the PAC
Bonds shall be redeemed on a pro rata basis.]

Section 2.11. Special Mandatory Redemptions.

@ Unexpended Proceeds. The Issue 2018-3 Bonds are subject to mandatory
redemption on in the event and to the extent that there are unexpended proceeds
of the Issue 2018-3 Bonds on deposit in the Issue 2018-3 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 2018-3 Bonds are subject to mandatory
redemption on ., , to the extent any amounts remain on deposit in the Issue
2018-3 Subaccount of the Loan Fund on .,

The redemption price of the Issue 2018-3 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 2018-3 Bonds to be redeemed 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

9
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their proportionate amount of all Issue 2018-3 Bonds then Outstanding [, and, to the extent
the PAC Bonds are redeemed, the PAC Bonds shall be redeemed on a pro rata basis.]

(b) [Excess 2018-3 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 2018-3 Principal Payments. Any Excess 2018-3 Principal Payments so deposited
in the Redemption Account shall be applied to the redemption of PAC Bonds on any
Interest Payment Date commencing [July 1, 2019]; 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 2018-3 Principal Payments
shall be used as follows:

FIRST, if principal prepayments on the Program Loans allocable to the Issue 2018-
3 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 2018-3 Principal Payments shall first be applied to redeem the PAC Bonds on a pro
rata basis up to an amount correlating to the Issue 2018-3A PAC Bonds Planned
Amortization Amount and the Issue 2018-3C PAC Bonds Planned Amortization Amount,
as applicable, 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
2018-3 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 2018-3 Principal Payments shall first be applied to redeem PAC Bonds on a pro
rata basis up to an amount correlating to the Issue 2018-3A PAC Bonds Planned
Amortization Amount and the Issue 2018-3C PAC Bonds Planned Amortization Amount,
as applicable, (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 2018-3 Principal
Payments which is in excess of 400% PSA, (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 Issue 2018-3 Bonds then Outstanding and (iii) the PAC Bonds shall be
redeemed on a pro rata basis.

The Issue 2018-3A PAC Bonds Planned Amortization Amount, the Issue 2018-3C
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 2018-3 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 2018-3 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 2018-3 Bonds (including Program Securities
[and the Transferred Program Loans]) received more than ten years after the Issue
Date of the Issue 2018-3 Bonds (or the date of original issuance of the bonds
refunded by the Issue 2018-3 Bonds, directly or through a series of refundings)
shall be applied to redeem the Issue 2018-3 Bonds on or before the next Interest
Payment Date with respect to the Issue 2018-3 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 2018-3 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 2018-3 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 applicable Planned
Amortization Amount only if there are no other Issue 2018-3 Bonds Outstanding
and if such PAC Bonds are redeemed pursuant to this paragraph, the PAC Bonds
shall be redeemed on a pro rata basis.

Section 2.12. Selection by Lot. If less than all of the Issue 2018-3 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 Il

SALE AND DELIVERY

Section 3.01. Sale.

@ The Issue 2018-3 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 2018-3 Bonds.

4819-6813-6806.2
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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 2018-3 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 2018-3 Bonds to the public is
hereby authorized and approved.

(c) The Issue 2018-3 Bonds shall be delivered to the Underwriters in
accordance with the terms of the Bond Purchase Agreement and this 2018-3 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 2018-3 Bonds, THDA shall deposit such proceeds, together with
any contribution from THDA of available THDA funds, in the Issue 2018-3 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 2018-3 Bonds. Amounts on deposit
in the Issue 2018-3 Bond Subaccount of the Loan Fund in excess of $ 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 2018-3 Subaccount of the Loan Fund shall be withdrawn
therefrom and applied to the mandatory redemption of Issue 2018-3 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 2018-3 Bonds from the
income of the owners thereof for federal income tax purposes. The amount of funds on deposit in
the Issue 2018-3 Bond Subaccount of the Loan Fund to be used to pay Costs of Issuance with
respect to the Issue 2018-3 Bonds shall not exceed 2% of the proceeds of the Issue 2018-3 Bonds.

THDA hereby covenants that an amount equal to twenty percent (20%) of the funds
deposited in the Issue 2018-3 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 , 2018.
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The Bond Reserve Fund Requirement with respect to the Issue 2018-3 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 2018-3 Bonds plus the amount on deposit in
the Issue 2018-3 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 2018-3A Bonds and Issue 2018-3B Bonds. Proceeds of
the Issue 2018-3A Bonds and Issue 2018-3B Bonds, together with any contribution from THDA
of available THDA funds, initially shall be deposited in the Issue 2018-3 Bond Subaccount of the
Loan Fund. On the Issuance Date, $ of the amount on deposit in the Issue 2018-3
Bond Subaccount of the Loan Fund (representing [the principal] [a portion of] the proceeds of the
Issue 2018-3A Bonds and the [entire proceeds of the] Issue 2018-3B Bonds [in the aggregate
amount of $ [and available funds of THDA in the amount of $ 11) shall be
applied to the refunding of the Refunded Bonds. [On such date, the Transferred Program Loans
shall be credited to the Issue 2018-3 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 2018-3 Bonds 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 real property 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 by 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

(©) have a principal balance not exceeding 78% of the value, as determined in
an appraisal by or acceptable to THDA, or the purchase price of the property securing the
Program Loan, whichever is less; or

(d) be made in an amount not exceeding the value, as determined in an appraisal
by or acceptable to THDA, or purchase price of the property securing the Program Loan,
whichever is less, but only if (i) THDA is issued a mortgage insurance policy by a private
mortgage insurance company, qualified to do business in the State 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
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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 purchase
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 2018-3 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 2018-3 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 2018-3A (AMT)] [lIssue 2018-3B (Non-AMT)]
[Issue 2018-3C (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 2018-3 Bonds or for any
claim based thereon or on this Resolution against any member of THDA or any person executing
the Issue 2018-3 Bonds and neither the members of THDA nor any person executing the Issue
2018-3 Bonds may be liable personally on the Issue 2018-3 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 2018-3 Bonds are not a debt, liability or the obligation of the State or any
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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 2018-3 Bonds. The Issue 2018-3 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 2018-3 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 2018-3 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 2018-3 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) anannual 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 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):
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(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 2018-3 Bonds:

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

(iii)  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 2018-3 Bonds, or other material events affecting the tax status of
the Issue 2018-3 Bonds;

(vii)  modifications to rights of the holders of the Issue 2018-3 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 2018-3 Bonds, if material;

(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
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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; and

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

Notwithstanding the foregoing, notice of optional or unscheduled redemption of
any Issue 2018-3 Bonds or defeasance of any Issue 2018-3 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 2018-3 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.

(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 2018-3 Bonds whether or not the Rule (as defined
below) applies to such Issue 2018-3 Bonds.

U] THDA may amend this Resolution with respect to the above agreements,
without the consent of the beneficial owners of the Issue 2018-3 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 Rule 15¢2-12 (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
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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 2018-3 Bonds or (B) the holders of the Issue 2018-3 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 2018-
3 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
2018-3 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 2018-3 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 2018-3 Bonds are herein established subject to confirmation by the Committee upon the
sale of the Issue 2018-3 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
2018-3 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
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 [Issue 2018-3A PAC Bonds [Issue 2018-3C PAC Bonds
Planned Amortization Planned Amortization

Amount] Amount]
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[[400]% PSA PREPAYMENT AMOUNTS
FOR ISSUE 2018-3 BONDS]

Cumulative Cumulative
Date Amount Date Amount
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EXHIBITC

FORM OF BOND

REGISTERED

RIAIBIC][-1] L 1]

TENNESSEE HOUSING DEVELOPMENT AGENCY
RESIDENTIAL FINANCE PROGRAM BOND
ISSUE 2018-3[A][B][C] [(AMT)][(Non-AMT)]

Interest Rate Dated Date Maturity Date Cusip

[ 1% [ |, 2018 | | 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 [July 1, 2019]. 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 otherwise vary. All Bonds
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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 2018-3[A][B][C]”

(herein called the “Bonds”) issued in the aggregate principal amount of $ under the
General Resolution, a resolution of THDA adopted on May 22, 2018, as amended and
supplemented by the Bond Finance Committee of THDA on __, 2018 (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. If 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 receiving
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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 IS HEREBY 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
[ ]
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 2018-3[A][B][C] [(AMT)][(Non-AMT)] of the
Tennessee Housing Development Agency.

U.S. BANK NATIONAL ASSOCIATION, as
Trustee

By

Authorized Signatory

Dated: _,2018
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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 wvalue 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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A RESOLUTION OF THE BOARD OF DIRECTORS
OF THE TENNESSEE HOUSING DEVELOPMENT AGENCY
AUTHORIZING REIMBURSMENT OF THDA
FROM PROCEEDS OF ISSUE 2018-3
May 22, 2018

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
2018-3, 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 Sixty Million and 00/100 Dollars
($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.



Tennessee Housing Development Agency

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

Bill Haslam Ralph M. Perrey
Governor . Executive Director
MEMORANDUM
DATE: May 9, 2018
TO: Bond Finance Committee
Board of Directors
FROM: Lynn E. Miller, Chief Legal Counsel \/G\I\

SUBJECT: Issue 2018-1 State Form CT-0253 (the “State Form™)

Attached please find the State Form for Issue 2018-1 that priced on February 27, 2018, and closed March 29,
2018. The State Form was filed with the Office of the Comptroller within the required time period on April 18,
2018.

The form, with attachments, provides basic information including maturity dates, amounts and interest rates for
the bonds. It also shows the costs associated with the transaction in Item 11 of the form. These costs are consistent
with costs of prior transactions and, in general, are on the lower end of costs for the industry.

This chart compares fee and expense information for the current bond issue and the three prior bond issues.

2013
Resolution
$99,900,000 $99,900,000 $99,900,000 $175,000,000
Fees/Expenses' Paid To: Issue 2018-1 Issue 2017-4 Issue 2017-3 Issue 2017-2
Financial Advisor $ 70,000 $ 37,500 § 47,500 $ 60,000
Bond Counsel 35,000 35,000 35,000 35,000
Trustee 4,995 4,995 4,995 8,750
Bookrunning Underwriter 617,164 628,691 626,443 1,029,490
Moody’s 50,000 53,000 50,000 96,500
Standard & Poor’s 49,000 48,000 48,000 90,000
i-Deal 1,500 1,500 1,500 1,500
General Services Print Shop 1,168 1,396 1,239 1,254
Total Fees/Expenses
Per Bond Issue $ 828,827 $ 810,082 $ 814,677 $ 1,322,494

1. rounded to the nearest $

If you have questions, please call me at 615-815-2025 or by email at LMiller@thda.org

LEM/ds

Attachment

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



Tennessee Comptroller of the Treasury
Office of State and Local Finance

Page 1of 3

Received Date:april 18, 2018

REPORT ON DEBT OBLIGATION

(Pursuant to Tennessee Code Annotated Section 9-21-151)

State Form No. CT-0253
Revised Effective 1/1/14

1. Public Entity:

Name:

Tennessee Housing Development Agency

Address

Andrew Jackson Building, 3rd Floor, 502 Deaderick Street

Nashville, TN 37243-0200

Issue 2018-1

Debt Issue Name:

If disclosing initially for a program, attach the form specified for updates, indicating the frequency required.

2. Face Amount:

$ 99,900,000.00

Premium/Discount:

$ See Attachment 1

3. Interest Cost:

[Amic*
DVariabIe:

Index

3.5203 %

DNIC *Excluding Underwriter's Discount

ETax—exempt

basis points; or

DVariabIe: Remarketing Agent

DOther:

DTaxabIe

4. Debt Obligation:

[Jmran [Jran
[Jean  [Jeran
EBond

[Jcon
[Joan

DLoan Agreement

DCapitaI Lease

If any of the notes listed above are issued pursuant to Title 9, Chapter 21, enclose a copy of the executed note

with the filing with the Office of State and Local Finance (“OSLF”).

5. Ratings:

D Unrated

Moody's Aal

Standard & Poor's

AA+ Fitch

6. Purpose:

DGeneraI Government

%

BRIEF DESCRIPTION

DEducation

%

[utiities

%

100.00

EOther

%

Single Family Housing

DRefunding/Renewal

%

7. Security:
DGeneraI Obligation

DRevenue

DAnnuaI Appropriation (Capital Lease Only)

DGeneraI Obligation + Revenue/Tax
DTax Increment Financing (TIF)

Other (Describe):

special limited obligation

8. Type of Sale:
DCompetitive Public Sale
ENegotiated Sale

Dlnformal Bid

Dlnterfund Loan

D Loan Program

9. Date:

Dated Date: 03/29/2018

03/29/2018

Issue/Closing Date:




Page20of3 State Form No. CT-0253
Revised Effective 1/1/14

REPORT ON DEBT OBLIGATION

(Pursuant to Tennessee Code Annotated Section 9-21-151)

10. Maturity Dates, Amounts and Interest Rates *:

Interest Interest
Year Amount Rate Year Amount Rate
$ See Attachment 2 % $ %
$ % S %
$ % $ %
$ % $ %
$ % $ %
$ % $ %
$ % S %
S % S %
$ % $ %
$ % $ %
$ % S %

If more space is needed, attach an additional sheet.

If (1) the debt has a final maturity of 31 or more years from the date of issuance, (2) principal repayment is delayed for two or more years, or (3) debt service
payments are not level throughout the retirement period, then a cumulative repayment schedule (grouped in 5 year increments out to 30 years) including this and all
other entity debt secured by the same source MUST BE PREPARED AND ATTACHED. For purposes of this form, debt secured by an ad valorem tax pledge and debt
secured by a dual ad valorem tax and revenue pledge are secured by the same source. Also, debt secured by the same revenue stream, no matter what lien level, is
considered secured by the same source.

* This section is not applicable to the Initial Report for a Borrowing Program.

11. Cost of Issuance and Professionals:

DNo costs or professionals

avount W FRVMINAME |

(Round to nearest $)

Financial Advisor Fees S 70,000 CSG Advisors Incorporated
Legal Fees S 0
Bond Counsel $ 35,000 Kutak Rock
Issuer’s Counsel S 0
Trustee’s Counsel S 0
Bank Counsel $ 0
Disclosure Counsel S 0
$ 0
Paying Agent Fees S 0
Registrar Fees $ 0
Trustee Fees $ 4,995 US Bank, NA
Remarketing Agent Fees S 0
Liquidity Fees S 0
Rating Agency Fees $ 99,000 Moody'sand S &P
Credit Enhancement Fees S 0
Bank Closing Costs $ 0
Underwriter’s Discount ___ %
Take Down 550,666 Raymond James & Associates, Inc. ("Raymond James")

Management Fee

Risk Premium

Underwriter’s Counsel

Other expenses
Printing and Advertising Fees
Issuer/Administrator Program Fees
Real Estate Fees
Sponsorship/Referral Fee
Other Costs

30,000 Raymond James
0

25,000 Hawkins Delafield & Wood
Raymond James
2,668 i-Deal and TN General Services Printing Division

vV VYN
—
—
BN
©
o

TOTAL COSTS $ 828,827




Page 3 of 3 State Form No. CT-0253
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REPORT ON DEBT OBLIGATION

(Pursuant to Tennessee Code Annotated Section 9-21-151)

12, Recurring Costs:

mNo Recurring Costs

AMOUNT FIRM NAME
(Basis points/$) (If different from #11)

Remarketing Agent

Paying Agent / Registrar
Trustee

Liquidity / Credit Enhancement
Escrow Agent

Sponsorship / Program / Admin
Other

13. Disclosure Document / Official Statement:

DNO"e Prepared See Attachment 3: Issue 2018-1 Supplemental Resolution
[CJemmatink and Attachment 4: Issue 2018-1 Official Statement or

q opy attached

14. Continuing Disclosure Obligations:
Is there an existing continuing disclosure obligation related to the security for this debt? m‘{es DNo

Is there a continuing disclosure obligation agreement related to this debt? mYes I:]No
If yes to either question, date that disclosure is due _ 210 days after end of each Fiscal Year
Name and title of person responsible for compliance Trent Ridley, Chief Financial Officer/Lynn Miller, Chief Legal Counsel

15. Written Debt Management Policy:
Governing Body’s approval date of the current version of the written debt management policy 11/28/2011, as amended

Is the debt obligation in compliance with and clearly authorized under the policy? Yes DNO

16. Written Derivative Management Policy:
mNo derivative

Governing Body’s approval date of the current version of the written derivative management policy

Date of Letter of Compliance for derivative

Is the derivative in compliance with and clearly authorized under the policy? DYes DNO

17. Submission of Report:

To the Governing Body: on 05/11/2018 and presented at public meeting held on 05/22/2018
Copy to Director to OSLF: on 04/18/2018 either by:
Mail to: OR Mlemait to:
505 Deaderick Street, Suite 1600 StateAndlocalFinance.PublicDebtForm®cot.tn.gov

James K. Polk State Office Building
Nashville, TN 37243-1402

18. Signatures:

PREPARER

—
AUTHORIZED REPRESENTATIVE

Name ynn E. Miller

Title I \ Chief Legal Counsel

Firm Tennessee Housing Development Agency Tennessee Housing Development Agency
Email RPerrey@thda.org LMiller@thda.org

Date




THDA Issue 2018-1 ATTACHMENT 1
State Form CT-0253

2. PREMIUM/DISCOUNT:

Includes the original issue premium of $2,262,060.00 on the Issue 2018-1 Bonds
maturing January 1, 2043



THDA Issue 2018-1 ATTACHMENT 2
State Form CT-0253

10. MATURITY DATES, AMOUNTS AND INTEREST RATES

$99,900,000 Issue 2018-1 (Non-AMT)

$29,125,000 Serial Bonds

Principal Principal
Amount Due Interest CusIP Amount Due Interest CUSIP
Year January 1 Rate Number® July 1 Rate Number®
2019 $ 760,000 1.400% 880461SG4 $ 970,000 1.500 % 880461SH2
2020 980,000 1.625 880461SJ8 990,000 1.750 880461SK5
2021 1,000,000 1.850 880461SL3 1,010,000 2.000 880461SM1
2022 1,020,000 2.050 880461SN9 1,035,000 2.150 880461SP4
2023 1,045,000 2.250 880461SQ2 1,060,000 2.375 880461SR0
2024 1,075,000 2.450 880461SS8 1,085,000 2.550 880461ST6
2025 1,100,000 2.600 880461SU3 1,115,000 2.650 880461SV1
2026 1,130,000 2.800 880461SW9 1,150,000 2.800 880461SX7
2027 1,170,000 2.900 880461SY5 1,185,000 2.950 880461SZ2
2028 1,205,000 3.000 880461TA6 1,225,000 3.050 880461TB4
2029 1,245,000 3.150 880461TC2 1,270,000 3.250 880461TD0
2030 1,290,000 3.300 880461TE8 1,315,000 3.350 880461TF5
2031 1,335,000 3.450 880461TL2 1,360,000 3.500 880461TMO

$70,775,000 Term Bonds

Principal Interest CUSIP
Maturity Date Amount Due Rate Number®
July 1, 2033 $ 5,695,000 3.60% 880461TG3
July 1, 2038 16,360,000 3.85 880461TH1
July 1, 2042 13,320,000 3.90 880461TJ7
January 1, 2043 (PAC) 35,400,000 4.00 880461TK4

PRICE OF ISSUE 2018-1 BONDS DUE JANUARY 1, 2043 (PAC): 106.390%
PRICE OF ALL REMAINING ISSUE 2018-1 BONDS: 100.000%

@ The CUSIP Numbers have been assigned to this issue by an organization not affiliated with THDA and are included solely for the convenience of the bondholders.
Neither THDA nor the Underwriters shall be responsible for the selection or use of these CUSIP Numbers nor is any representation made as to their correctness
on the bonds or as indicated herein.



THDA Issue 2018-1 ATTACHMENT 3
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13. DISCLOSURE DOCUMENT:

TENNESSEE HOUSING DEVELOPMENT AGENCY

A Supplemental Resolution
Authorizing the Sale of
Residential Finance Program Bonds

$99,900,000 Issue 2018-1 (Non-AMT)

Adopted January 23, 2018
as amended and supplemented

by the Bond Finance Committee
of THDA on February 27, 2018

4817-8480-3677.5



Section 1.01.
Section 1.02.
Section 1.03.

Section 2.01.
Section 2.02.
Section 2.03.
Section 2.04.
Section 2.05.
Section 2.06.
Section 2.07.
Section 2.08.
Section 2.09.
Section 2.10.
Section 2.11.
Section 2.12.
Section 2.13.

Section 3.01.

Section 4.01.
Section 4.02.
Section 4.03.

Section 5.01.
Section 5.02.

Section 6.01.

ARTICLE |
DEFINITIONS AND AUTHORITY

SNOME TILIE e 1
DETINITIONS. ...ttt bbb bbb 1
Authority for this RESOIULION .........ccooiiiiiee e 3
ARTICLE Il
TERMS AND ISSUANCE
Issue Amount and DeSIgNALION .........ccveieiieiieerecie e 3
PUIPOSES ... 3
Amounts, Maturities and INtereSt RAteS..........covveririiiiieieie s 4
Denominations, Numbers and LEtters.........ccoovieiieieiieniene e 5
YT To N0 T o | OSSR 5
EXECULION OF BONGS......cuiiiiiiiieee e 5
Place of Payment; ReCOrd DAte ...........ccccvueieeiieiiieiiese e 5
Sinking Fund Redemption ProviSIONS .........ccccceiiiirieeienie e 5
Optional REAEMPLION ........coviiieiieci e 7
Special Optional REAEMPLION .......c.eoviiiiiieie e 8
Special Mandatory RedemplionsS ..........cooveveriereniee e seese e 8
SEIECHION DY LOt .. .ot 10
Purchase of Bonds by THDA OF TIUSIEE ......cccvevvveieiieiece e 10

ARTICLE 11
SALE AND DELIVERY

Sl bbb ee e 10
ARTICLE IV

DISPOSITION OF PROCEEDS AND OTHER MONEY'S

Loan Fund; Bond Reserve Fund ReqUIrement..........ccccvvvveveevieseeneciieseennns 11

Proceeds of 1SSue 2018-1 BONS ........ccccveierieriiiiesiiniesieseeeeee e 12

Program Loan DeterminationsS...........cccoeoerereneninisieee s 12
ARTICLE V

FORM OF BONDS, AND TRUSTEE’S CERTIFICATE OF AUTHENTICATION

FOIM OF BONGS ... 13

Form of Trustee’s and Authenticating Agent’s Certificate of

AULNENTICATION ....cviiicicee bbb 13
ARTICLE VI

MISCELLANEOUS
No Recourse Against Members or Other PErsons ..........ccccvvevveveneeneeieene 13
i
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Section 6.02.

Section 6.03.
Section 6.04.
Section 6.05.
Section 6.06.
Section 6.07.
Section 6.08.
Section 6.09.

EXHIBIT A
EXHIBIT B

EXHIBIT C
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Bonds not Debt, Liability or Obligation of the State or the United

SEALES OF AIMEIICA. .. c.vi ittt 13
Delivery of Projected Cash Flow Statements .........cccccovevvenenienieniiie s 14
AULNOTIZEA OFFICEIS ...vviieiiiiee s 14
AUTNOIZEA TIUSTEE. .. .cieieiie ettt 14
Covenant to Comply with Federal Tax Law Requirements..............cccccveuee. 14
Continuing Disclosure Undertaking ..........ccccooveeveiinninienieneee e 14
Confirmation and Adjustment of Terms by Committee ........c..ccccovvvevrennene. 17
EFFECTIVE DALE ....eeeeeeie e e e 17

BOND PURCHASE AGREEMENT

PLANNED AMORTIZATION AMOUNTS FOR PAC BONDS AND 400%
PSA PREPAYMENT AMOUNT TABLE

FORM OF BOND



A SUPPLEMENTAL RESOLUTION AUTHORIZING THE SALE OF

RESIDENTIAL FINANCE PROGRAM BONDS
$99,900,000 ISSUE 2018-1 (Non-AMT)

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

ARTICLE I

DEFINITIONS AND AUTHORITY

Section 1.01. Short Title. This resolution may hereafter be cited by THDA as the Issue
2018-1 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:

4817-8480-3677.5

“400% PSA Prepayment Amount” means the cumulative amount of
principal prepayments on the Program Loans allocable to the Issue 2018-1 Bonds
(including the Allocated Program Loans) at a rate equal to 400% PSA, as set forth
in Exhibit B hereto.

“Allocated Program Loans” means the Program Loans transferred from
the General Homeownership Program Bond Resolution adopted by THDA on
June 6, 1985 (as amended and supplemented, the “1985 Resolution”) and
allocated to the Issue 2018-1 Bonds upon the issuance of the Issue 2018-1 Bonds
as identified by THDA on or before March 29, 2018.

“Bond Purchase Agreement” means the contract for the purchase of the
Issue 2018-1 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 Wiley Bros.—Aintree Capital, LLC.

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

“Excess 2018-1 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 2018-1
Bonds (including the Allocated 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
2018-1 Bonds.

“Issue 2018-1 Bonds” means the Issue 2018-1 Bonds of THDA authorized
by this Resolution pursuant to the Plan of Financing.

“Issue Date” means the date on which the Issue 2018-1 Bonds are issued
by THDA and delivered to the Underwriters, expected to occur on March 29,
2018.

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

“Official Statement” means the Official Statement dated February 27,
2018 used in connection with the sale of the Issue 2018-1 Bonds.

“PAC Bonds” means the Issue 2018-1 Bonds in the aggregate principal
amount of $35,400,000 maturing January 1, 2043.

“PAC Bonds Planned Amortization Amount” means the cumulative
amount of PAC Bonds expected to be redeemed upon the receipt of Excess 2018-
1 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 February 20, 2018 used in connection with the offering of the
Issue 2018-1 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).

“Resolution” means this Supplemental Resolution adopted by THDA on
January 23, 2018 as amended and supplemented by the Bond Finance Committee
on February 27, 2018.

“Serial Bonds” means the Issue 2018-1 Bonds which are not Term Bonds.

“Term Bonds” means, collectively, the Issue 2018-1 Bonds maturing July
1, 2033, July 1, 2038, July 1, 2042 and January 1, 2043.



“Underwriters” means, collectively, Raymond James & Associates, Inc.,
Citigroup Global Markets Inc. and RBC Capital Markets, LLC, and their
respective successors and assigns, and the Co-Managers as purchasers of the Issue
2018-1 Bonds.

(c) 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 Allocated Program Loans and Program Securities and the phrase
“Program Loans allocable to the Issue 2018-1 Bonds” shall include the Allocated
Program Loans as well as any new Program Loans and Program Securities acquired with
proceeds of the Issue 2018-1 Bonds.

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

ARTICLE II

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 2018-1 are hereby authorized to be issued in the aggregate principal amount of
$99,900,000. In addition to the title “Residential Finance Program Bond,” the Issue 2018-1
Bonds will bear the additional designation “Issue 2018-1 (Non-AMT).” The Issue 2018-1 Bonds
shall be issued only in fully registered form. The Issue 2018-1 Bonds will consist of
$29,125,000 principal amount of Serial Bonds and $70,775,000 principal amount of Term
Bonds.

Section 2.02. Purposes. The Issue 2018-1 Bonds are being issued (a)to finance
Program Loans, or participations therein, on single family residences located within the State,
(b) if required, to pay capitalized interest on the Issue 2018-1 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 2018-1 Bonds.

The proceeds of the Issue 2018-1 Bonds shall be applied in accordance with Article IV
hereof.
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Section 2.03. Amounts, Maturities and Interest Rates.

@) The Issue 2018-1 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
July 1, 2018, at the rate set opposite such date in the following tables:

Issue 2018-1 (Non-AMT)

(b) Whenever the due date for payment of interest on or principal of the Issue
2018-1 Bonds or the date fixed for redemption of any Issue 2018-1 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

4817-8480-3677.5

Serial Bonds
Maturity Principal Interest Maturity Principal Interest
Date Amount Rate Date Amount Rate
January 1, 2019 $ 760,000 1.400%  July 1, 2025 1,115,000 2.650%
July 1, 2019 970,000 1.500 January 1, 2026 1,130,000 2.800
January 1, 2020 980,000 1.625 July 1, 2026 1,150,000 2.800
July 1, 2020 990,000 1.750 January 1, 2027 1,170,000 2.900
January 1, 2021 1,000,000 1.850 July 1, 2027 1,185,000 2.950
July 1, 2021 1,010,000 2.000 January 1, 2028 1,205,000 3.000
January 1, 2022 1,020,000 2.050 July 1, 2028 1,225,000 3.050
July 1, 2022 1,035,000 2.150 January 1, 2029 1,245,000 3.150
January 1, 2023 1,045,000 2.250 July 1, 2029 1,270,000 3.250
July 1, 2023 1,060,000 2.375 January 1, 2030 1,290,000 3.300
January 1, 2024 1,075,000 2.450 July 1, 2030 1,315,000 3.350
July 1, 2024 1,085,000 2.550 January 1, 2031 1,335,000 3.450
January 1, 2025 1,100,000 2.600 July 1, 2031 1,360,000 3.500
Term Bonds
Maturity Principal Interest
Date Amount Rate
July 1, 2033 $ 5,695,000 3.600%
July 1, 2038 16,360,000 3.850
July 1, 2042 13,320,000 3.900
January 1, 2043 (PAC) 35,400,000 4.000



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 2018-1 Bonds 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 2018-1 Bonds maturing in such year. The Issue 2018-1 Bonds
are to be lettered “R” and numbered separately from 1 consecutively upwards.

(b) The Issue 2018-1 Bonds, when issued, will be registered in the name of
Cede & Co., as nominee of DTC. Only one Issue 2018-1 Bond will be outstanding for
each maturity and interest rate of the Issue 2018-1 Bonds in the aggregate principal
amount of such maturity and interest rate. Subject to the provisions of the General
Resolution, purchases of ownership interests in the Issue 2018-1 Bonds will be made in
book-entry form only in authorized denominations set forth in Section 2.04(a).
Beneficial owners of the Issue 2018-1 Bonds will not receive certificates representing
their interest in the Issue 2018-1 Bonds. So long as Cede & Co. shall be the registered
owner of the Issue 2018-1 Bonds, THDA will deem and treat Cede & Co. as the sole and
exclusive owner of the Issue 2018-1 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 2018-1 Bonds pursuant to Section 11.2 of the General Resolution. The Trustee may
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 2018-1 Bonds shall be executed by the
manual or facsimile signature of the Chairperson or Vice Chairperson and the seal of THDA or a
facsimile thereof shall be imprinted, impressed or otherwise reproduced on the Issue 2018-1
Bonds and attested by the manual or facsimile signature of the Executive Director or Secretary of
THDA. The Issue 2018-1 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 2018-1 Bonds upon instructions from THDA to that effect.

Section 2.07. Place of Payment; Record Date. While the Issue 2018-1 Bonds are
registered in book-entry only form in the name of Cede & Co. as hominee of DTC, payments of
principal, Redemption Price and interest on the Issue 2018-1 Bonds shall be made in accordance
with the procedures of DTC. In the event the Issue 2018-1 Bonds are no longer held in
book-entry only form, the principal and Redemption Price of all Issue 2018-1 Bonds shall be
payable at the designated corporate trust office of the Trustee. Interest on the Issue 2018-1
Bonds will be paid by check mailed by the Trustee to the registered owner thereof. Any
registered owner of the Issue 2018-1 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 2018-1 Bonds shall be the 15th day of the month next
preceding an Interest Payment Date.
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Section 2.08. Sinking Fund Redemption Provisions.

(a)

The Issue 2018-1 Bonds that are Term Bonds are subject to redemption in

part by lot on the dates set forth below for such maturity of Issue 2018-1 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:

Date

January 1, 2032
July 1, 2032

*Maturity

Date

January 1, 2034
July 1, 2034
January 1, 2035
July 1, 2035
January 1, 2036

*Maturity

Date

January 1, 2039
July 1, 2039
January 1, 2040
July 1, 2040

*Maturity

4817-8480-3677.5

Issue 2018-1 Term Bonds due July 1, 2033

Amount
Due

$1,385,000
1,410,000

Issue 2018-1 Term Bonds due July 1, 2038

Amount
Due

$1,490,000
1,520,000
1,550,000
1,585,000
1,615,000

Issue 2018-1 Term Bonds due July 1, 2042

Amount
Due

$1,660,000
1,485,000
1,515,000
1,545,000

Date

January 1, 2033
July 1, 2033"

Date

July 1, 2036
January 1, 2037
July 1, 2037
January 1, 2038
July 1, 2038"

Date

January 1, 2041
July 1, 2041
January 1, 2042
July 1, 2042"

Amount
Due

$1,435,000
1,465,000

Amount
Due

$1,650,000
1,685,000
1,720,000
1,755,000
1,790,000

Amount
Due

$1,730,000
1,760,000
1,795,000
1,830,000



Issue 2018-1 Term Bonds due January 1, 2043

Amount Amount

Date Due Date Due
January 1, 2019 $ 455,000 July 1, 2031 $ 725,000
July 1, 2019 465,000 January 1, 2032 735,000
January 1, 2020 470,000 July 1, 2032 750,000
July 1, 2020 480,000 January 1, 2033 765,000
January 1, 2021 490,000 July 1, 2033 780,000
July 1, 2021 500,000 January 1, 2034 795,000
January 1, 2022 510,000 July 1, 2034 810,000
July 1, 2022 515,000 January 1, 2035 825,000
January 1, 2023 525,000 July 1, 2035 840,000
July 1, 2023 535,000 January 1, 2036 855,000
January 1, 2024 545,000 July 1, 2036 870,000
July 1, 2024 555,000 January 1, 2037 885,000
January 1, 2025 570,000 July 1, 2037 905,000
July 1, 2025 580,000 January 1, 2038 920,000
January 1, 2026 590,000 July 1, 2038 940,000
July 1, 2026 600,000 January 1, 2039 955,000
January 1, 2027 610,000 July 1, 2039 925,000
July 1, 2027 625,000 January 1, 2040 940,000
January 1, 2028 635,000 July 1, 2040 960,000
July 1, 2028 645,000 January 1, 2041 980,000
January 1, 2029 660,000 July 1, 2041 950,000
July 1, 2029 670,000 January 1, 2042 970,000
January 1, 2030 685,000 July 1, 2042 990,000
July 1, 2030 695,000 January 1, 2043" 1,010,000
January 1, 2031 710,000

*Maturity

(b) Upon the purchase or redemption of Issue 2018-1 Bonds of any 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 2018-1 Bonds
maturity will be credited by an amount bearing the same ratio to such Sinking Fund
Payment as the total principal amount of such Issue 2018-1 Bonds of such maturity to be
purchased or redeemed bears to the total amount of all Sinking Fund Payments for such
maturity of Issue 2018-1 Bonds, unless otherwise directed by THDA in accordance with
the General Resolution.

Section 2.09. Optional Redemption. The Issue 2018-1 Bonds maturing on and after
January 1, 2028 are subject to redemption at the option of THDA prior to their respective
maturities, either as a whole or in part at any time, on or after July 1, 2027 (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

4817-8480-3677.5



Resolution, at a Redemption Price equal to 100% of the principal amount thereof, plus accrued
interest to the date of redemption.

Section 2.10. Special Optional Redemption. The Issue 2018-1 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 2018-1 Bonds not expected to be
applied to the financing of Program Loans, (ii) repayments and prepayments of Program Loans
allocated to the Issue 2018-1 Bonds not otherwise required to be applied to the special
mandatory redemption of the Issue 2018-1 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 2018-1 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 the
PAC Bond to exceed the PAC Bonds 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 2018-1 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 2018-1 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 2018-1 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 2018-1 Bonds are subject to mandatory
redemption on January 1, 2019 in the event and to the extent that there are unexpended
proceeds of the Issue 2018-1 Bonds on deposit in the Issue 2018-1 Subaccount of the
Loan Fund on December 1, 2018; 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 2018-1 Bonds are subject to mandatory
redemption on September 1, 2021, to the extent any amounts remain on deposit in the
Issue 2018-1 Subaccount of the Loan Fund on August 1, 2021.
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The redemption price of the Issue 2018-1 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 2018-1 Bonds to be redeemed 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 2018-1 Bonds then Outstanding.

(b) Excess 2018-1 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 2018-1 Principal Payments. Any Excess 2018-1 Principal Payments
so deposited in the Redemption Account shall be applied to the redemption of PAC
Bonds on any Interest Payment Date commencing July 1, 2018; provided, however, 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 2018-1 Principal Payments
shall be used as follows:

FIRST, if principal prepayments on the Program Loans allocable to the Issue
2018-1 Bonds (including the Allocated Program Loans) are equal to or less than the
400% PSA Prepayment Amount, as determined by THDA, then available Excess 2018-1
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
2018-1 Bonds (including the Allocated Program Loans) are in excess of the 400% PSA
Prepayment Amount, as determined by THDA, then available Excess 2018-1 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 2018-1 Principal Payments which is in excess of 400% PSA and
(i) 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 Issue 2018-1 Bonds
then Outstanding.
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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 2018-1
Subaccount of the Loan Fund which are not applied to finance Program Loans in
accordance with Section 2.11(a) hereof.

() Ten Year Rule.

0] To the extent not required to make regularly scheduled principal
payments on the Issue 2018-1 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, financed with proceeds of the Issue 2018-1 Bonds
received more than ten years after the Issue Date of the Issue 2018-1 Bonds shall
be applied to redeem the Issue 2018-1 Bonds on or before the next Interest
Payment Date with respect to the Issue 2018-1 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. This requirement does not apply to Allocated Program Loans. The
Redemption Price of Issue 2018-1 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 2018-1
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 2018-1
Bonds Outstanding.

Section 2.12. Selection by Lot. If less than all of the Issue 2018-1 Bonds of like
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 2018-1 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
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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 2018-1 Bonds.

(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 2018-1 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 2018-1 Bonds to
the public is hereby authorized and approved.

() The Issue 2018-1 Bonds shall be delivered to the Underwriters in
accordance with the terms of the Bond Purchase Agreement and this 2018-1
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 2018-1 Bonds, THDA shall deposit such proceeds, together with
any contribution from THDA of available THDA funds, in the Issue 2018-1 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 2018-1 Bonds. Amounts on
deposit in the Issue 2018-1 Bond Subaccount of the Loan Fund shall be applied to (i) the
financing of Program Loans, or participations therein, in accordance with the provisions of the
General Resolution and Section 4.03 hereof, (ii) fund deposits to the Bond Reserve Fund and the
Debt Service and Expense Account of the Revenue Fund, (iii) the payment of Costs of Issuance
and (iv) the payment of capitalized interest to the extent, if any, specified by written instructions
of an Authorized Officer.

Amounts on deposit in the Issue 2018-1 Subaccount of the Loan Fund shall be withdrawn
therefrom and applied to the mandatory redemption of Issue 2018-1 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 2018-1 Bonds from the income of the owners thereof for federal income tax purposes. The
amount of funds on deposit in the Issue 2018-1 Bond Subaccount of the Loan Fund to be used to
pay Costs of Issuance with respect to the Issue 2018-1 Bonds shall not exceed 2% of the
proceeds of the Issue 2018-1 Bonds.

THDA hereby covenants that an amount equal to twenty percent (20%) of the funds
deposited in the Issue 2018-1 Bond Subaccount of the Loan Fund which are to be used to finance
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Program Loans (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 March 29, 2019.

The Bond Reserve Fund Requirement with respect to the Issue 2018-1 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 2018-1 Bonds plus the amount on deposit
in the Issue 2018-1 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 which, together with any excess amounts on deposit in the
Bond Reserve Fund, shall satisfy the Bond Reserve Requirement.

Section 4.02. Proceeds of Issue 2018-1 Bonds. Proceeds of the Issue 2018-1 Bonds
initially shall be deposited in the Issue 2018-1 Bond Subaccount of the Loan Fund.

Section 4.03. Program Loan Determinations. No Program Loan shall be financed
with proceeds of the Issue 2018-1 Bonds 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 real property 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 by 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

(©) have a principal balance not exceeding 78% of the value, as determined in
an appraisal by or acceptable to THDA, or the purchase price of the property securing the
Program Loan, whichever is less; or

(d) be made in an amount not exceeding the value, as determined in an
appraisal by or acceptable to THDA, or purchase price of the property securing the
Program Loan, whichever is less, but only if (i) THDA is issued a mortgage insurance
policy by a private mortgage insurance company, qualified to do business in the State 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
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amount of the Program Loan exceeds 78% of the value, as determined by an appraisal by
or acceptable to THDA or purchase 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 2018-1 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 2018-1 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 2018-1 (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 2018-1 Bonds or for any
claim based thereon or on this Resolution against any member of THDA or any person executing
the Issue 2018-1 Bonds and neither the members of THDA nor any person executing the Issue
2018-1 Bonds may be liable personally on the Issue 2018-1 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 2018-1 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 2018-1 Bonds. The Issue 2018-1 Bonds are not a debt,
liability or obligation of the United States of America or any agency thereof. Neither the full
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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 2018-1 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 2018-1 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 2018-1 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
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.
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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 2018-1 Bonds:

4817-8480-3677.5

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

(i) 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 2018-1 Bonds, or other material events affecting the tax
status of the Issue 2018-1 Bonds;

(vii)  modifications to rights of the holders of the Issue 2018-1 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 2018-1 Bonds, if material;

(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
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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);

(xiit) 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; and

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

Notwithstanding the foregoing, notice of optional or unscheduled redemption of
any Issue 2018-1 Bonds or defeasance of any Issue 2018-1 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 2018-1 Bonds
pursuant to the Resolution.

(c) 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.

(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 2018-1 Bonds whether or not the Rule (as
defined below) applies to such Issue 2018-1 Bonds.

U] THDA may amend this Resolution with respect to the above agreements,
without the consent of the beneficial owners of the Issue 2018-1 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 Rule 15¢2-12 (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
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interests of the holders of the Issue 2018-1 Bonds or (B) the holders of the Issue 2018-1
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
2018-1 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 2018-1 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 2018-1 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 2018-1 Bonds are herein established subject to confirmation by the Committee upon the
sale of the Issue 2018-1 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
2018-1 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
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

Date

July 1, 2018
January 1, 2019
July 1, 2019
January 1, 2020
July 1, 2020
January 1, 2021
July 1, 2021
January 1, 2022
July 1, 2022
January 1, 2023
July 1, 2023
January 1, 2024
July 1, 2024
January 1, 2025
July 1, 2025
January 1, 2026
July 1, 2026
January 1, 2027
July 1, 2027
January 1, 2028

PLANNED AMORTIZATION AMOUNTS FOR PAC BONDS

PAC Bonds
Planned Amortization

Amount

$ 195,000
750,000
1,775,000
3,390,000
5,535,000
8,140,000
10,895,000
13,610,000
16,185,000
18,635,000
20,955,000
23,150,000
25,230,000
27,190,000
29,035,000
30,765,000
32,385,000
33,895,000
35,300,000
35,400,000



Date

July 1, 2018
January 1, 2019
July 1, 2019
January 1, 2020
July 1, 2020
January 1, 2021
July 1, 2021
January 1, 2022
July 1, 2022
January 1, 2023
July 1, 2023
January 1, 2024
July 1, 2024
January 1, 2025
July 1, 2025
January 1, 2026
July 1, 2026
January 1, 2027
July 1, 2027
January 1, 2028
July 1, 2028
January 1, 2029
July 1, 2029
January 1, 2030
July 1, 2030
January 1, 2031
July 1, 2031
January 1, 2032
July 1, 2032
January 1, 2033
July 1, 2033

4817-8480-3677.5

400% PSA PREPAYMENT AMOUNTS
FOR ISSUE 2018-1 BONDS

Cumulative
Amount

592,269
3,326,739
7,967,892

14,616,862
22,939,456
32,313,804
41,311,768
49,319,804
56,229,451
62,189,309
67,328,025
71,757,063
75,572,904
78,859,074
81,687,824
84,121,712
86,214,829
88,013,975
89,559,597
90,886,675
92,025,429
93,001,969
93,838,836
94,555,503
95,168,770
95,693,140
96,141,118
96,523,487
96,849,541
97,127,288
97,363,621

Date

January 1, 2034
July 1, 2034
January 1, 2035
July 1, 2035
January 1, 2036
July 1, 2036
January 1, 2037
July 1, 2037
January 1, 2038
July 1, 2038
January 1, 2039
July 1, 2039
January 1, 2040
July 1, 2040
January 1, 2041
July 1, 2041
January 1, 2042
July 1, 2042
January 1, 2043
July 1, 2043
January 1, 2044
July 1, 2044
January 1, 2045
July 1, 2045
January 1, 2046
July 1, 2046
January 1, 2047
July 1, 2047
January 1, 2048
July 1, 2048
January 1, 2049

Cumulative
Amount

97,564,477
97,734,963
97,879,470
98,001,774
98,105,118
98,192,287
98,265,670
98,327,315
98,378,979
98,422,166
98,458,189
98,488,272
98,513,339
98,534,158
98,551,387
98,565,586
98,577,233
98,586,734
98,594,436
98,600,632
98,605,572
98,609,467
98,612,495
98,614,808
98,616,533
98,617,777
98,618,630
98,619,167
98,619,451
98,619,546
98,619,566



EXHIBITC

FORM OF BOND

REGISTERED
R-1 3 |
TENNESSEE HOUSING DEVELOPMENT AGENCY
RESIDENTIAL FINANCE PROGRAM BOND
ISSUE 2018-1 (Non-AMT)
Interest Rate Dated Date Maturity Date Cusip
[ 1% March 29, 2018 | | 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 July 1, 2018. 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 Bonds 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
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principal amounts, may bear interest at different rates and subject to the provisions thereof, may
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 2018-1" (herein
called the “Bonds”) issued in the aggregate principal amount of $99,900,000 under the General
Resolution, a resolution of THDA adopted on January 23, 2018, as amended and supplemented
by the Bond Finance Committee on February 27, 2018 (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 series 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
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in whose name this Bond is registered as the absolute owner hereof for the purpose of 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 IS HEREBY 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 2018-1 (Non-AMT) of the Tennessee Housing
Development Agency.

U.S. BANK NATIONAL ASSOCIATION, as
Trustee

By

Authorized Signatory

Dated: March 29, 2018
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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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Tennessee Housing Development Agency
Andrew Jackson Building, Third Floor
502 Deaderick Street, Nashville, TN 37243

Bill Haslam Ralph M. Perrey
Governor Executive Director
MEMORANDUM
DATE: May 9, 2018
TO: THDA Board of Directors
FROM: Lynn E. Miller VM

Chief Legal Counsel
SUBJECT: Schedule of Financing for Fiscal Year 2018-2019

The attached Schedule of Financing is required by Tennessee Code Annotated Section 13-23-120(e)(1).
The statutory language directs THDA to submit a Schedule of Financing to the State Funding Board
showing the financings THDA proposes during the fiscal year. While the preparation of a Schedule of
Financing is required, THDA is not required to carry out its financings precisely as shown on the attached
Schedule. The attached Schedule is THDA’s best estimate with respect to the financings for the upcoming
fiscal year.

Both the Bond Finance Committee and the Board will be asked to review and approve this Schedule of

Financing. Assuming such approval occurs, the Schedule will be forwarded to the State Funding Board for
their consideration.

LEM/ds

Attachment

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



TENNESSEE HOUSING DEVELOPMENT AGENCY

SCHEDULE OF FINANCING
FISCAL YEAR 2018-2019

SUMMARY

The Tennessee Housing Development Agency (“THDA”) is required, under Tennessee Code Annotated
Section 13-23-120(e)(1), to submit a schedule to the State Funding Board showing financings proposed for
the fiscal year. The proposed schedule for fiscal year 2018-2019 is attached.

Total amount of bonds or notes reflected on Schedule
of Financing for Fiscal Year 2018-2019: $ 436,000,000

Total amount of bonds reflected on schedule,
designed to produce proceeds for mortgage loans: $ 398,110,000

Total amount of bonds or notes reflected on
schedule related to refunding (not expected to produce
proceeds for mortgage loans this fiscal year): $ 37,890,000



TENNESSEE HOUSING DEVELOPMENT AGENCY

SCHEDULE OF FINANCING
FISCAL YEAR 2018-2019

ISSUE 2018-3 - RESIDENTIAL FINANCE PROGRAM BONDS -NEW VOLUME CAP/REFUNDING
August 2018

Sources of Funds
Proceeds of the Issue $ 100,000,000

Uses of Funds
To Purchase Mortgage Loans or Refund Outstanding Bonds $ 100,000,000

Bond Reserve Funds )

Underwriting Fee/Bond Discount ) $ THDA contribution, or no more than 1% of
Capitalized Interest ) bond proceeds, or a combination thereof
Cost of Issuance )

ISSUE 2018-4 - RESIDENTIAL FINANCE PROGRAM BONDS -NEW VOLUME CAP
November 2018

Sources of Funds
Proceeds of the Issue $ 120,000,000

Uses of Funds
To Purchase Mortgage Loans or Refund Outstanding Bonds $ 120,000,000

Bond Reserve Funds )

Underwriting Fee/Bond Discount ) $ THDA contribution, or no more than 1% of
Capitalized Interest ) bond proceeds, or a combination thereof
Cost of Issuance )



ISSUE 2019-1 - RESIDENTIAL FINANCE BONDS -NEW VOLUME CAP/REFUNDING

February 2019

Sources of Funds

Proceeds of the Issue

Uses of Funds

To Purchase Mortgage Loans or Refund Outstanding Bonds

Bond Reserve Funds )
Underwriting Fee/Bond Discount )
Capitalized Interest )
Cost of Issuance )

$ 100,000,000

$ 100,000,000

$ THDA contribution, or no more than 1% of
bond proceeds, or a combination thereof

ISSUE 2019-2 - RESIDENTIAL FINANCE PROGRAM BONDS -NEW VOLUME CAP/REFUNDING

May 2019

Sources of Funds

Proceeds of the Issue

Uses of Funds

To Purchase Mortgage Loans or Refund Outstanding Bonds

Bond Reserve Funds )
Underwriting Fee/Bond Discount )
Capitalized Interest )
Cost of Issuance )

Single Family Bonds Sold in FY 2016-2017
$ 99,900,000
$ 99,900,000
$ 99,900,000

$ 160,000,000

TOTAL  $459,700,000

$ 116,000,000

$ 116,000,000

$ THDA contribution, or no more than 1% of
bond proceeds, or a combination thereof

Issue 2017-3 Residential Finance Program Bonds,
Dated September 28, 2017

Issue 2017-4 Residential Finance Program Bonds,
Dated December 19, 2017

Issue 2018-1 Residential Finance Program Bonds,
Dated March 29, 2018

Issue 2018-2 Residential Finance Program Bonds,
Dated June 12, 2018

(includes approximately $24,535,000 in refundings)



Multifamily Bonds Sold in FY 2016-2017 $ 0

Volume Cap Used by Local Issuers
For Multi-Family Housing in 2017 $ 198,100,000  From THDA’s 2017 Volume Cap Allocation

Volume Cap Available to Local Issuers
For Multi-Family Housing in 2018 $ 346,000,000  From THDA'’s 2018 Volume Cap Allocation

ASSUMPTIONS

1. A bond issue may include any structure authorized by the Board and approved by the Bond Finance
Committee, including, without limitation, convertible option bonds, short term notes, variable rate debt,
taxable debt, planned amortization class bonds.

2. Dates of bond issues are based on estimated absorption of available funds and expected need for additional
funds for three to four months, subject to the actual rate at which mortgage loans are currently being
purchased.

3. THDA anticipates taking the maximum spread allowed under federal law for each bond issue, which is
112 basis points. The maximum spread could, however, be reduced based on program requirements at the
time of sale. Interest rates for THDA loans could be further subsidized.

4. THDA anticipates future bonds will be issued under the 2013 General Resolution to continue to reduce the
moral obligation of the state for THDA bonds.

5. The volume cap assumption is that 35% of the annual total tax-exempt bond authority amount available in
Tennessee is made available to THDA at the beginning of each calendar year. This is the allocation to
THDA for all tax-exempt housing bond issuance in the state in the current Department of Economic and
Community Development plan. For bond issues in calendar year 2018, volume cap carried forward from
2015 will be used. THDA currently has $536,842,000 in 2015 carried forward volume cap available. For
bond issues in calendar year 2019, volume cap THDA carried forward from 2016 will be used. THDA
currently has $494,157,000 in 2016 carried forward volume cap available. Unused 2015 volume cap will
be made available for the THDA Mortgage Credit Certificate Program by making the required elections on
or before December 31, 2018.

6. A THDA contribution may be made with each bond issue as needed to over-collateralize the bond issue for
the benefit of THDA borrowers, to fund required reserves, to pay cost of issuance and to ensure that the
maximum amount of bond proceeds is used to fund mortgage loans. The amount and source of the THDA
contribution is determined at the time it is needed. The amount of the contribution, if needed, is based on
the structure of the bond issues, an analysis of debt service requirements of the general resolution under
which the bonds are issued, the fee paid to underwriters and an estimate of other costs of issuance expected
to be incurred. The source of such THDA contribution is assets available for such purpose under the 2013
General Resolution, 1985 General Resolution or the 2009 General Resolution.
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Tennessee Housing Development Agency
Grants Committee

May 22, 2018
10:00 a.m. Central Time

AGENDA
1. (08 11 I8 (0 J @ o [ USRS van Vuuren
2. Approval of Minutes for March 27, 2018 Meeting .........ccccevevveveiienineie e van Vuuren
3. 2019 Emergency Repair Program DeSCrPiON .........cccceoerererininienieieienese e Watt
4. 2018 HOME CHDO Mini-Round Program DesCription ..........cccccccvevieieeneiieesieseennn Watt
5. 2016 and 2017 HOME Program Description ModifiCations ............cccocevereninicnennnnnns Watt
6. Update on 2018 HOME Program AWardS ........ccccceeveerieieieeieerie e seeeesee e seesnee s Watt
7. AGJOUIN ot b bbbt ettt b 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 Austin McMullen

Lynn Tully
The Nashville Room Justin Wilson



TENNESSEE HOUSING DEVELOPMENT AGENCY
GRANTS COMMITTEE
March 27, 2018

Pursuant to the call of the Chairman, the Grants Committee of the Tennessee Housing
Development Agency Board of Directors met in regular session Tuesday, March 27, 2018, at 10:16
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: Austin McMullen, Keith Boring (for
Secretary of State Tre Hargett), Lynn Tully, Anne Butterworth (for Comptroller Justin Wilson)
and Kim Grant Brown. Other Board members present were Dorothy Cleaves, Mary Mac Wilson,
and Regina Hubbard. Todd Skelton joined the meeting at 10:34 a.m. and Courtney Hess (for
Treasurer David Lillard) joined the meeting at 10:49. Pieter van Vuuren was absent.

Mr. McMullen acted as Chair and called the meeting to order. He called for consideration
of the minutes from the January 23, 2018 meeting. Upon motion by Ms. Butterworth, second by
Ms. Tully, the minutes were approved.

Chairman McMullen next called on Don Watt, Director of Community Programs, to
present staff-recommended changes to the 2017 National Housing Trust Fund (NHTF) Program
Description. Mr. Watt referenced the memorandum dated March 13, 2018, and the 2017 National
Housing Trust Fund Program Description distributed to Committee members. He reminded the
Committee that this is THDA’s 2" funding allocation and $2.8M is available for award. Mr. Watt
noted that the only proposed change to the 2017 National Housing Trust Fund Program Description
is to increase the maximum grant amount from $750,000 to $900,000 to increase project financial
feasibility, while still allowing at least one funding award in each Grand Division. Upon motion
by Ms. Tully, second by Ms. Brown, the Committee unanimously recommended approval of the
described 2017 National Housing Trust Fund Program Description changes to the Board.

Chairman McMullen next called on Mr. Watt to discuss proposed changes to the 2019
THDA Challenge Grant (CG) Program Description. Mr. Watt referenced the memorandum dated
March 14, 2018, and the 2019 THDA Challenge Grant Program Description distributed to
Committee members. After reminding the Committee of the purpose and goals of the CG Program,
Mr. Watt presented three proposed changes to the 2019 THDA Challenge Grant Program
Description:

1) Add an additional goal of preserving and enhancing the existing supply of owner-
occupied units.

2) Add arequirement that the applicant must have demonstrated at least 2 years of housing
activity or services in Tennessee, in alignment with THDA’s other programs.

3) Reduce the available funding amount from $1M to $500,000.

Upon motion by Ms. Tully, second by Ms. Brown, the Committee unanimously recommended to
the Board approval of the 2019 THDA Challenge Grant Program Description and allocation of
$500,000 in funding.

Next, Chairman McMullen called on Mr. Watt to discuss recommendations for the 2018
Weatherization Assistance Program (WAP). Mr. Watt referenced the memorandum dated March
14, 2018, and noted that THDA must submit an application for funding of the WAP program to



the Department of Energy (DoE) by May 1%. He explained the following proposed changes for
the 2018 program year:

1) Raise the average cost per unit from $7,212 to $7,261, in line with the limit set by the DoE.

2) Add language to allow THDA to reallocate funding within the year based on the
performance and need of sub-grantees.

3) Require that all initial energy audits be performed by individuals possessing the Energy
Auditor Certification as required by DoE.

4) Add a requirement that every unit have an energy audit performed using the WAPez
software, which runs the Weatherization Assistant energy audit to identify the most
effective energy savings measures for that unit.

Upon motion by Ms. Butterworth, second by Ms. Tully, the Committee recommended that the
Board authorize the Executive Director to submit the WAP application by the May 1% deadline
and approve proposed changes.

Chairman McMullen again called on Mr. Watt, who provided an update on the HOME
Mini-Round 2 Award. Mr. Watt noted that one application was received from Neighborhood
Housing, Inc. and an award of $315,000 was made. He explained that the $558,000 that was not
awarded will be rolled over into the 2018 HOME program for award prior to May 31, 2018.

Next Chairman McMullen called on Bettie Teasley, THDA Director of Research and
Planning, to present a report on the Analysis of Impediments to Fair Housing Choice. Ms. Teasley
noted that this analysis is required every five years, is tied to the HUD Consolidated Plan, and
covers five HUD-funded programs, including the National Housing Trust Fund, Emergency
Solutions Grant, and the Home Investment Partnership Program administered by THDA. She
explained that THDA is conducting the analysis as well as a Survey of Fair Housing, which will
be incorporated into the analysis. She also noted that a more robust analysis will be conducted in
2020.

Finally, Chairman McMullen called on Mr. Watt to present information about the Built for
Zero Initiative, an item not on the agenda. Mr. Watt stated that the State of Tennessee’s
Interagency Council on Homelessness has made ending homelessness among veterans a priority.
He described steps THDA is taking in response and noted that staff is proposing $10,000 in funding
from THDA funds to cover the annual fee for each of up to three (3) Continuum of Care
organizations across the state to attend learning sessions for the Built for Zero Initiative. Upon
motion by Ms. Tully, second by Ms. Brown, the Committee unanimously recommended that the
Board approve $10,000 in funding to allow up to three Continuum of Care organizations to receive
the Built for Zero technical assistance training.

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

Respectfully submitted,

Ralph M. Perrey
Executive Director
Approved the day of May, 2018
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MEMORANDUM

TO: Grants Committee and Board of Directors
FROM: Don Watt, Director of Community Programs
DATE: May 6, 2018

RE: Request for Approval of 2019 — 2020 Emergency Repair Program Description

THDA annually provides funds to eight development districts and one human resource agency (collectively,

“Administering Agencies”) to administer the Emergency Repair Program (ERP) within their service area in order to assist

homeowners who are elderly or have a disability to complete necessary emergency repairs on their units. Staff is

requesting the Board’s approval of the attached 2019 - 2020 ERP Program Description with the following modifications

from that approved for the 2017 program:

o Adjusted the implementation period, providing a two year program covering an allocation of ERP resources for

the 2019 and 2020 program years. This procedure formalizes the process instituted for the 2017 and 2018

program years where 2017 contracts were extended and 2018 funds were amended into the 2017 contract based

on performance of the grantee in the prior year. For the 2019 year, THDA proposes to award equal funding
allocations, with 2020 funds amended into the contract based on the grantee’s performance during the initial
contract year. During the second year of the contract, funds may be reduced or enhanced based on funding
expenditures and funding commitments to eligible homeowners.

e Added a requirement that homeowners must reside in the home for a minimum of one year prior to their
application for assistance.

e Adjusted income eligibility to be at or below the greater of either 60% of Area Median Income for the

county in which the applicant resides or 60% of the Statewide Median Income. This change will expand
access to ERP resources for households in counties with lower area median incomes than the statewide

average. Currently 56 of 70 areas have an area median income below the statewide median income. This
change would increase the 2017 income limit for a household of 4 from a low of $28,740 to a minimum

of $34,380.
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Added a requirement to ensure applicant eligibility by requiring re-certification if more than six months has
elapsed prior to entering into an agreement with the grantee to implement a project.

Added a requirement that documentation must be submitted to the grantee to support the need for ERP funds if a
homeowner has received a hazard insurance claim for the affected area of the home to be assisted.

Added a lifetime limit of $10,000 for assistance by a homeowner at an eligible property.

Reduced the homeowner’s match requirement from 50% to 25% in order to facilitate the delivery of assistance in
areas of the state which have demonstrated difficulty in generating the higher match requirement and in order to
improve access to households at the lowest income levels.

Extended the length of time from 12 to 18 months that past repairs completed by the homeowner can be counted
towards the match requirement.

Clarified the ability of grantees to provide assistance to homeowners unable to provide match once the match
requirement for the overall grant has been met.

Added requirements that work must be completed to state or local code as required by state law and that building
permits must be obtained as required by the local jurisdiction.

Identified that driveway repairs, except as part of an eligible accessibility activity for ingress/egress to the home,
are an ineligible activity.

Required that contractors must be licensed as required by state law and must be bonded.

Allowed for the selection of the best contractor rather than the contractor with the lowest bid if sufficient
justification for the selection is provided.

Requires completion of work activity on homes built prior to 1978 to be in compliance with the Renovate Repair
and Paint Rule adopted by the U.S. Environmental Protection Agency and the Tennessee Department of
Environment and Conservation.

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


http://www.thda.org/

ok
X

Ralph M. Perrey, Executive Director Tennessee Housing
Development Agency

Emergency Repair Program
2019 - 2020 Program Description

Introduction

The Tennessee Housing Development Agency (THDA) operates a state-wide Emergency Repair
Program (ERP) through the Tennessee Housing Trust Fund to provide grants to low income
homeowners who are either elderly (60 years or older) or who have a disability in order to
correct, repair, or replace an essential system and/or critical structural problem. The purpose of
ERP is to stabilize the homeowner’s residence by making essential repairs to make the home
livable and enable the homeowner to maintain established supports within the community. ERP
IS not a comprehensive homeowner rehabilitation program.

ERP will be administered through Tennessee’s nine Development Districts or other agencies
authorized to serve the counties within a Development District region to help ensure that the
program is available state-wide. (“Administering Agency”).

Allocation of Funds

THDA will enter into a two year contract for the administration of ERP funds. During the first
year of the contract, the initial award of 2019 funds will be allocated equally to each
Administering Agency for implementation during the first twelve months of the contract period.

Effective July 1, 2019, THDA will make available funds from the 2020 allocation for
implementation during the remaining twelve months. THDA will plan to allocate resources
equally among each Administering Agency. However, THDA will evaluate the performance of
each Administering Agency during the first twelve months based on the grant agreement, this
program description, and the ERP Manual. THDA, in its sole discretion, may opt to award a
lower amount or reduce the funding allocation to a particular Administering Agency for the
remaining twelve months. Amounts not awarded to Administering Agencies for the remaining
twelve months may be redistributed to higher-performing Administering Agencies that have a
demonstrated need for additional funds.

Each Administrating Agency may use up to 10% of the award amount for ERP program
administrative costs.

Andrew Jackson Building Third Floor - 502 Deaderick St. - Nashville, TN 37243
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Program Requirements:

1. Homeowner Eligibility:

Applicants must meet all of the following requirements:

e The applicant must be at least 60 years of age or an individual with a disability.

e The applicant must occupy the property to be repaired as his/her principal residence.

e The applicant must reside in the home for at least one year prior to the application for
assistance.

e The applicant must have an ownership interest in the property to be repaired.

e The household income of the applicant must be at or below the greater of either 60% of
Area Median Income for the county in which the applicant resides or 60% of the
Statewide Median Income as defined by the most current Income Limits for the HOME
Investment Partnerships Program issued by the U.S. Department of Housing and Urban
Development. The calculation and determination of household income must follow the
guidelines provided in the Emergency Repair Program Manual.

e The applicant must be current on the payment of local property taxes for the property to
be assisted.

An applicant must be re-certified if more than six (6) months elapse between the date the
application is signed and the date that the contract between the Administering Agency and the
homeowner is to be signed to ensure that the client is still eligible.

The Administering Agency may establish additional program preferences of homeowner
eligibility based on the needs and priorities of their local service area.

2. Property Eligibility:

The property must be an owner-occupied property in which title to the property and the home
must be in the form of fee simple ownership, a life estate, or a minimum 99-year leasehold
interest, except for manufactured housing and homes on trust or tribal lands. In cases where
manufactured homes are on leased property, such as a manufactured home park, the applicant
must hold title to the manufactured home, but is not required to own the lot. Housing located on
trust or tribal lands must have a minimum leasehold interest of 50 years.

The unit must be a single family dwelling unit or other form of dwelling approved in advance by
THDA. In cases where a building of more than one unit is assisted, no improvements may be
made to common spaces or systems.



3. Hazard Insurance

If a claim for hazard insurance has been filed and/or insurance proceeds received for similar
repairs to an eligible property, documentation must be submitted to support the need for
additional repairs using ERP funds.

4. Subsidy Level:

The maximum amount of ERP funds awarded to an eligible homeowner for a given eligible
property is $10,000. This value is a lifetime limit. The funds provided are a grant to the
homeowner and do not require a compliance period secured by a lien on the property.

5. Match:
A match of at least 25% of the amount of ERP funds is required. The match can be provided by:

e The homeowner or the homeowner’s family.

e Federal sources such as USDA Rural Development, Weatherization Assistance Program,
Low Income Home Energy Assistance Program (LIHEAP) funds used for weatherization
activities, state or local HOME Investment Partnership funds, or state or local
Community Development Block Grant (CDBG) funds.

e Church groups, local agencies, or nonprofit organizations.

e Donated labor and/or materials.

e A funding pool or grants from local lender(s) to the Administering Agency.

e The value of prior repairs completed on a home may be used as match as long as the
repairs were undertaken within eighteen months of the effective date of the contract
between the homeowner and the Administering Agency for the ERP-funded repairs and
the related match contribution can be documented appropriately.

Administering Agencies are encouraged to develop partnerships with other service providers, in
order to coordinate match funding that is greater than the required 25% match threshold when
possible. Once Administering Agencies have met their overall 25% match requirement for the
grant, match requirements can be waived for homeowners when the match requirement poses a
barrier to eligibility. Administering Agencies are required to submit their overmatch policies and
procedures for review by THDA before waiving the homeowner match requirement.

6. Eligible Repairs:

ERP is intended to make repairs to an essential system so that the homeowner can continue to
reside in his/her home. ERP does not require that the entire structure be brought into compliance
with codes, but the work being done must be in compliance with local adopted codes, where
applicable. If no local codes have been adopted for the type of work being done, the work must
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be performed in compliance with any applicable state codes. If permits are issued by a local
jurisdiction for work to be performed, then the permits must be obtained and the work must be
inspected by the local jurisdiction.

The following are approved repair activities and represent the type of repairs ERP is meant to
address:

e Roofs

e Electrical systems

e Plumbing systems

e Septic systems

e Heating and air systems

e Structural repairs to floors or walls

e Bathroom modifications and ramps necessary for the homeowner with a physical
disability to access and use the home for basic life functions.

The homeowner will help define the nature of the emergency repair. However, an initial
inspection by a qualified, independent, third-party inspector of the work proposed is required in
order to create the work write up for the project. Upon completion of the project, a final
inspection must also be conducted by a qualified, independent, third-party inspector. Use of ERP
funds does not require that the entire eligible property be brought into code compliance. ERP
funds are to be used to correct an immediate issue to an essential system necessary for
habitability. As a result, only those items that are repaired as part of the ERP-funded project
must receive a final inspection by a qualified inspector. The cost of both the initial and final
inspection is an eligible soft cost for the project.

Contractors and/or match partners who perform ERP repairs for a given homeowner may not
conduct initial inspections of the work to be conducted or final inspections of the work that has
been completed. However, if the contractor or match provider is a volunteer service organization,
that organization’s staff is authorized to complete the initial inspection and work write up, but
the project must still receive a final inspection by a qualified, independent, third-party inspector.

If the inspector is not an FHA-approved inspector or licensed as either a building codes or home
inspector, the Administering Agency must obtain THDA'’s approval of the inspector’s
qualifications prior to authorizing the inspector to begin performing inspections on ERP projects.

In many instances, additional work will need to be completed to the house that cannot be
addressed with ERP, and there may not be a visible difference in the house once the emergency
repairs have been completed. The Administering Agency must receive THDA approval to
implement activities beyond those noted above.

When applicable, repair work should include measures to improve the energy efficiency of the
home.



THDA reserves the right to deny assistance if it is determined that the repairs needed are beyond
the scope of the Emergency Repair Program.

7. Ineligible Activities:
The following are ineligible activities associated with the ERP-funded projects:

e The purchase or repair of appliances not permanently attached to the home, including
refrigerators, dishwashers, washers, and dryers.

e Off-site infrastructure.

e Landscaping, except for the restoration of the site following an eligible activity or for
health and safety reasons.

e Driveway repairs, except as part of an eligible accessibility activity for ingress/egress to
the home

e Relocation costs of the homeowner.

Costs associated with ineligible activities may not count toward the project’s required match
contribution.

8. Contractor Qualifications

The emergency repairs must be completed by a contractor licensed for the type of repair work
being performed, when required by law. When a license is not required for the type and amount
of work to be performed, the contractor must still be bonded. The Administering Agency will
procure qualified contractors and provide the homeowner with a choice of qualified contractors.
The Administering Agency will review the cost estimates with the homeowner. The contractor
with the lowest and best bid shall be selected to do the work.

Should the homeowner or the Administering Agency decide to select a bid other than the lowest
bid, the Administering Agency must provide the reason/justification on behalf of the owner to
THDA in writing before accepting the bid. If the justification is not acceptable to THDA, the
Administering Agency or owner will be required to finance any costs in excess of the lowest bid
from the Administering Agency’s or homeowner’s own resources.

9. EPA Renovate, Repair and Paint Rule (RRP)

The EPA’s Renovate, Repair, and Paint Rule applies to any home proposed for assistance with
ERP funds that was built prior to 1978, if the work to be performed will disturb more than six
square feet of painted, varnished, or stained surfaces per interior room or more than twenty
square feet of exterior painted, varnished, or stained surfaces. If the RRP Rule applies to a given
project, the Administering Agency must ensure that the contractor selected is an EPA Lead Safe
Certified Firm. The certified contractor is responsible for complying will all elements of the RRP
Rule in order to protect the occupants of the home from lead-based paint hazards during repair.

5


https://cfpub.epa.gov/flpp/pub/index.cfm?do=main.firmSearch
https://cfpub.epa.gov/flpp/pub/index.cfm?do=main.firmSearch

10. Eligible Administrative Costs:

ERP funds may be used to pay administrative costs incurred by the Administering Agency in the
performance of program activities, but may not exceed the amount of administrative funds
allocated in THDA'’s agreement with the Administering Agency. Administrative funds may be
used for the following activities and as further described in the ERP Manual:

a. General management, oversight, and coordination of the program, including travel costs
incurred and billed at the State-approved rate.

b. Public information, including the provision of information and other resources to
residents and citizen organizations participating in the planning, implementation and
assessment of projects assisted with ERP funds.

c. Indirect costs based on a cost allocation plan approved by the cognizant agency.

Administrative funds are not subject to the match requirement.

Program Administration Requirements:

1. Equal Opportunity:

No person shall on the grounds of race, color, religion, sex, familial status, national origin, or
disability be excluded from participation, denied benefits or subjected to discrimination under
this program.

2. Conflict of Interest:

Any person who is an employee, agent, consultant, officer or elected official or appointed
official of THDA or the Administering Agency and who exercises or has exercised any functions
or responsibilities with respect to activities assisted with ERP funds or who are in a position to
participate in a decision-making process or gain inside information with regard to these activities
may not obtain a financial interest or financial benefit from an ERP-assisted activity, or have a
financial interest in any contract, subcontract or agreement with respect to any ERP-assisted
activity, or the proceeds from such activity, either for themselves or those whom they have
business or immediate family ties, during their tenure or for one year thereafter. Immediate
family ties include (whether by blood, marriage or adoption) the spouse, parent (including
stepparent), child (including a stepchild), brother, sister (including a stepbrother or stepsister)
grandparent, grandchild, and in-laws of a covered person.

Administering agencies must avoid conflict of interest and the appearance of a conflict of interest
in administering ERP. Activities which raise the appearance of a conflict of interest must be
presented to and reviewed by THDA prior to any actions by the Administering Agency. The



Administering Agency may be required to repay any ERP funds used in a way that violates this
provision.

3. Compliance with Emergency Repair Program Manual

Administering agencies will implement ERP in accordance with all policies and procedures
outlined in the Emergency Repair Program Manual, including, but not limited to:

e Qutreach to Beneficiaries

e Requests for Payment

e Appeals

e Accessibility of Location to Accept Applications
e Recordkeeping

e Reporting

e Marketing of Program Outcomes

e Grant Close-Out
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502 Deaderick Street, Nashville, TN 37243

Bill Haslam Ralph M. Perrey
Governor Executive Director
MEMORANDUM

TO: Grants Committee and Board of Directors

FROM: Don Watt, Director of Community Programs

DATE: May 17, 2018

RE: Request for Authorization of the 2018 HOME CHDO Mini-Round Program Description

The funding round authorized under the 2018 HOME Program Description did not receive sufficient
eligible applications to award the required amount of 2018 HOME funding for CHDOs. Thus, THDA
has $2,683,377 in development funding and up to $187,836 in operating assistance available to
CHDOs. This development funding amount includes $198,700 in 2017 HOME funds.

Because of changes under HUD regulation, each HOME grant year must meet its own 24-month
commitment deadline. As a result, a successful CHDO that receives an allocation of 2017 HOME
CHDO funds must commit those funds to specific units no later than June 30, 2019. Organizations that
receive an allocation of 2018 HOME funds must be committed to specific units by June 30, 2020.
HUD will recapture any HOME CHDO funds not committed to specific CHDO activities by these
respective dates. In order to provide sufficient time for CHDOs to meet this requirement, staff
recommends implementation of a CHDO Mini-Round for award of these available CHDO funds.

THDA had conversations this month with past and current CHDOs to discuss barriers to HOME
Program implementation. Based on the input received, THDA incorporated portions of this feedback
in this program description. Other feedback will be considered for future program descriptions. The
proposed changes for the 2018 HOME CHDO Mini-Round include:

e Increase the maximum of HOME funds that can be awarded to an applicant from $500,000 to
$750,000 to allow for more funds to be awarded to successful applicants and developers of
housing. This change would also allow a CHDO funded under the 2018 HOME Program
Description to re-apply for additional funds not to exceed the $750,000 total award cap.

e Add a Commitment Requirement threshold item and relaxed the Spend Down Threshold
requirement of past funding recipients. Commitment is the first important stage for CHDOs to
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meet, but previously was not recognized separately as a threshold item. Instead, THDA previously
required CHDOs to meet expenditure at earlier timeframes, requiring CHDOs to not only have
committed funds, but to have also expended funding as well. This change will allow threshold
eligibility of organizations that have met key commitment requirements, but have not yet expended
funds.

e Adjust funding allocation amounts to reflect final 2018 HOME awards to THDA. The HOME
Program received a 50% increase in funding, which adds a 50% increase in the CHDO
Commitment requirement.

e Eliminate the 25% match requirement of CHDOs put in place as part of the 2018 HOME Program
Description and re-instituted the scoring incentives for the contribution of match to projects. Our
conversations with representatives of CHDOs in May 2018 revealed a fundamental
misunderstanding by CHDOs of the federal definition of “match”. As a result, applicants,
including those who have been successful under past awards, are experiencing difficulty in
generating eligible match and would be prohibited from funding consideration if this threshold
requirement remains.

e Reuvise the scoring criteria, including:

o Eliminate the Not Previously Served category weighted at 40 points. CHDOs indicated that this
category was the primary driver of where the CHDO located a project, rather than market
demand. As THDA’s CHDO funds have been under subscribed, CHDOs may not be looking to
place projects in the most optimum locations given this factor that is intended to spread funds
across jurisdictions.

o Increase points for Capability from 50 to 60 points.

o Add a new category for projects not located in a local participating jurisdiction, because local
participating jurisdiction receive direct allocations of HOME funds that can be used to foster
affordable housing development for homeownership purposes.

o Reinstitute a match scoring criteria previously used under the 2017 HOME Program
Descriptions.

o Separate the Energy Efficiency/Universal Design category into two categories. Previously, the
combined category awarded a total of 10 points for rehabilitation activities that incorporated
energy efficiency measures and for new construction activities that incorporated specific
universal design elements. The scoring matrix now provides 10 points for each category and
adds scoring elements to each for both new construction and rehabilitation activities.

Staff recommends approval of the 2018 HOME CHDO Mini-Round Program Description as attached
and authorization of the Executive Director or his designee to award HOME funds available under the
approved Program Description to applications scored by staff based on the rating scale contained in the
approved Program Description in descending order from highest score to lowest score until available
funding for eligible applications is exhausted, subject to all requirements in the approved Program
Description. Staff will provide information to the Committee and Board regarding 2018 HOME CHDO
Mini-Round funding awards at the meetings that immediately follow the date of the awards.



HOUSING GRANT APPLICATION
2018 HOME CHDO MINI-ROUND

Program Description and Application Package
Tennessee Housing Development Agency

The Tennessee Housing Development Agency (THDA) administers the federally funded HOME program to
promote the production, preservation and rehabilitation of single family housing for low-income households.
The purpose of this Program Description is to explain the requirements and the application process of the
HOME program.

HOME funds made available to Community Housing Development Organizations (CHDOs) are awarded
through a competitive application process to eligible non-profit organizations that meet the designation as a
CHDO by THDA. An applicant must apply for at least $100,000 and may apply for a maximum HOME grant
of $750,000. CHDO’s previously awarded under the 2018 Reqular Round may apply for an amount that would
bring their total cumulative award under all 2018 Program Descriptions to no more than $750,000. There is a
$750,000 limit on the amount of HOME funds that can be awarded in any one county.

Applications for the HOME program must be received by THDA on or before 4:00 PM CDT on Thursday,
July 13, 2018. THDA anticipates notifying successful applicants by August 15, 2018. HOME contracts will
begin September 1, 2018 and will end August 31, 2021.

The program description is followed by the application package. The program description and application are
also available at www.thda.org. Once at the THDA website, click on BUSINESS PARTNERS and then Grant
Administrators for the links to the HOME program. Click on HOME for the link to the 2018 HOME CHDO
Mini-Round Program Description, application and the application attachments. If you have questions please
call Bill Lord at (615) 815-2018.

The HOME Program

This program is governed by Title 24 Code of Federal Regulations, Part 92, as amended. Those regulations are
incorporated by reference in this Program Description. In cases of conflicting requirements, the more stringent
requirement will apply.

A. ELIGIBLE APPLICANTS

The State of Tennessee, through THDA, will accept applications for the HOME program from private, non-
profit organizations that also qualify as a Community Housing Development Organization, (CHDO).

To be eligible, a non-profit organization must:

1. Meet one of the two following criteria:
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a. All private, non-profit organizations must be organized and existing in the State of Tennessee (as
evidenced by a Certificate of Existence from the Tennessee Secretary of State, dated no more than
thirty (30) days prior to the application date).

OR

b. Be organized and existing under the laws of another state and be qualified to do business in
Tennessee (as evidenced by a Certificate of Existence from the other state’s Secretary of State
dated no more than thirty (30) days prior to the application date and by a Certificate of
Authorization to do business in Tennessee from the Tennessee Secretary of State, dated no more
than thirty (30) days prior to the application date).

2. Demonstrate at least two (2) years of experience providing affordable housing or affordable housing
related services in the state of Tennessee satisfactory to THDA, in its sole discretion.

3. Have no part of its net earnings inuring to the benefit of any member, founder, contributor or
individual,

4. Have among its purposes the provision of decent housing that is affordable to low-income and
moderate-income persons, as evidenced in its charter, articles of incorporation, resolutions or by-laws,
and experience in the provision of housing to low-income households;

5. Have standards of financial accountability that conform to 2 CFR Part 200, Uniform Administrative
Requirements, Audit Requirements and Cost Principles; and

6. Have an IRS designation under Section 501(c)(3) or Section 501(c)(4) of the federal tax code. A
501(c)(3) non-profit applicant may not submit an application until they have received their designation
from the IRS. A 501(c)(4) non-profit applicant must provide documentation satisfactory to THDA, in
its sole discretion, that the non-profit has filed the necessary materials with the IRS and received a
response from the IRS demonstrating 501(c)(4) status.

To be considered a qualifying community housing development organization, the CHDO must also meet the
following additional requirements:

7. Not be controlled by, or under the direction of, individuals or entities seeking to derive profit or gain
from the CHDO. If a CHDO is sponsored or created by a for-profit entity, all of the following shall

apply:

a. The for-profit entity may not be an entity whose primary purpose is the development or
management of housing, such as a builder, developer or real estate management firm;

b. The for-profit entity may not have the right to appoint more than one-third of the membership of
the CHDO’s governing body. CHDO board members appointed by the for-profit entity may not
appoint the remaining two-thirds of the board members;

c. The CHDO must be free to contract for goods and services from vendors of its own choosing;

d. The officers, directors, owners (stockholders, managers, members, etc.) or employees of the for-
profit entity cannot be officers, directors, owners (stockholders, managers, members, etc.) or
employees of the CHDO.
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8.

10.

11.

Is not a governmental entity (including the participating jurisdiction, other jurisdiction, Indian tribe,
public housing authority, Indian housing authority, housing finance agency, or redevelopment
authority) and is not controlled by a governmental entity. An organization that is created by a
governmental entity may qualify as a CHDO; however, the governmental entity may not have the right
to appoint more than one-third of the membership of the organization’s governing body and no more
than one-third of the board members may be public officials or employees of recipient governmental
entity. Board members appointed by the State or local government may not appoint the remaining
two-thirds of the board members. The officers or employees of a governmental entity may not be
officers of the Board or employees of a CHDO

Maintain accountability to low-income community residents by:

a. Including residents of low-income neighborhoods, other low-income community residents, or
elected representatives of low-income neighborhood organizations in at least one-third of the
CHDO’s governing board's membership. For urban areas, “community” may be a neighborhood or
neighborhoods, city, county or metropolitan area; for rural areas, it may be a neighborhood or
neighborhoods, town, village, county, or multi-county area (but not the entire State); and

b. Providing a formal process for low-income program beneficiaries to advise the CHDO in its
decisions regarding the design, site selection, development, and management of affordable
housing.

Have a demonstrated capacity to successfully carry out housing projects assisted with HOME funds. A
CHDO undertaking development activities as a developer or sponsor must satisfy this requirement by
having paid employees with housing development experience who will work on projects assisted with
HOME funds. Paid staffing may be documented by providing copies of the most recent W-2, as
applicable, issued by the nonprofit entity for each staff member. For its first year of funding as a
CHDO, a CHDO may satisfy this requirement through a contract with a consultant who has housing
development experience to train appropriate key CHDO staff. A CHDO that will own housing must
demonstrate capacity to act as owner of a project and meet the requirements of 24 CFR 92.300(a)(2).
A CHDO does not meet the test of demonstrated capacity based on any person who is a volunteer or
whose services are donated or cost allocated by another organization, or by hiring a consultant.

Have a history of serving the community within which the housing to be assisted with HOME funds is
to be located. In general, a CHDO must be able to show at least one year of serving the community
through housing activities benefiting low-income persons or families before HOME funds may be
awarded to that CHDO. However, a newly created CHDO formed by local churches, service
organizations, or neighborhood organizations may meet this requirement by demonstrating that its
parent organization has at least one year of serving the community through housing activities
benefiting low-income persons or families.

CHDOs may only apply for HOME funding for projects in which the CHDO is the owner and developer.
CHDO applicants must submit a completed application that includes the Non-Profit Checklist/ CHDO
Designation with supporting documentation signed by the applicant's counsel.

All applicants with prior HOME grants from THDA must meet both the Commitment and Spend Down
Requirements as noted below for the funding round under which the entity received a prior grant award:

1.

To meet the Commitment Requirement, THDA must have entered into a legally binding agreement
with the organization for specific site addresses for the percentage of development funds specified by

grant year.

FY 2018 HOME CHDO Mini-Round Program Description Page 3 Revised 5/2018



2. To meet the Spend Down Requirement, the organization must have either expended or submitted an
official Request for Payment Form with supporting documentation for the percentage of development
and operating assistance funds specified by grant year:

HOME PROGRAM COMMITMENT SPEND DOWN
DESCRIPTION REQUIREMENT REQUIREMENT
2012 CHDOs 100% 100%
2012 — 2013 Reqular Rounds 100% 100%
2013 CHDOs 100% 100%
2014 Reqular and CHDOs 100% 100%
2015-2016 Regular and CHDO 100% 50%
Round and CHDO Mini-Rounds
1&2
2017 Regular 50% 0%
2017 CHDO and CHDO Mini- 25% 0%
Rounds 1 and 2
2018 Reqular Round 0% 0%

These spending requirements apply to applications from CHDOs that have received THDA HOME
grant awards under previous program descriptions. In addition, CHDOs that were funded for
homeownership programs that generate CHDO proceeds will have to demonstrate a need for additional
HOME funds and documentation that neighborhood market conditions demonstrate a need for the
project to be eligible for the 2018 HOME program.

3. To be eligible, all applicants for the 2018 HOME CHDO Mini-Round application cycle must be in
compliance with all other THDA programs in which they participate.

B. ALLOCATION OF FUNDS

HOME funds committed to the State of Tennessee, through THDA, will be allocated as provided in the State
of Tennessee's Consolidated Plan, as amended. The amount of the 2018 HOME allocation to THDA is
$14,391,943. Additionally, THDA also will make available any returned or leftover funds from the 2017 or
earlier funding rounds as determined at the time of award in August, 2018.

Under this program description, THDA will also set-aside up to 5% of its 2018 HOME allocation for CHDO
operating expenses.

THDA will set-aside eighteen percent (18%) of the total 2018 HOME allocation for eligible applications from
CHDOs, including CHDOs serving Local PJs. Any HOME funds remaining or returned from prior application
rounds and designated as CHDO funds will also be made available with this 2018 set-aside. The THDA
HOME funding to successful CHDO applicants serving a Local PJ will be reduced by the amount of funding
the CHDO receives from the Local PJs to keep within the $750,000 maximum grant.

To be funded, an application must receive a minimum threshold score of 60, an amount equal to at least 50%
of the total points available.
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Beginning with the 2015 HOME allocation, HUD no longer considers a PJ as meeting its 24-month CHDO
commitment through a cumulative total of CHDO commitments since 1992, and each grant year must meet its
own 24-month commitment deadline. In addition, the execution of a HOME Working Agreement and the
establishment of a CHDO sub-grant in IDIS is insufficient to meet this requirement. Thus, a successful CHDO
that receives an allocation of 2018 CHDO funds must commit those funds to specific units no later than June
30, 2020. Any 2017 HOME funds awarded to an organization must be committed to specific units no later
than June 30, 2019. HUD will recapture any 2018 CHDO funds not committed to specific CHDO activities
by June 30, 2020 and will recapture any 2017 CHDO funds not committed to specific CHDO activities by
June 30, 2019. CHDO applicants need to be aware of these dates and have a pipeline of eligible homebuyers
so they can begin their projects as soon as the environmental reviews are completed. If, in the opinion of
THDA, the applications submitted do not contain viable proposals or are from a CHDO that lacks the
organizational potential to comply with all HOME affordability requirements, THDA may choose not to
award any or all of the funds set-aside for CHDOs in the current application round.

C. ELIGIBLE ACTIVITIES

There are specific eligible activities under the HOME CHDO Mini-Round Program Description that must
address the housing needs of low-income households. Manufactured housing and manufactured housing lots
are not eligible for HOME assistance. Housing does not include emergency shelters (including shelters for
disaster victims) or facilities such as nursing homes, convalescent homes, hospitals, residential treatment
facilities, correctional facilities, and dormitories, including those for farm workers or housing for students.
Eligible housing activities include:

1. Homeownership Programs

a. CHDO: CHDOs must use HOME funds to develop units for homeownership, including new
construction or acquisition and substantial rehabilitation of substandard single-family dwellings.
The CHDO must be the owner and developer of all units at the time the units are constructed or
rehabilitated. When units are sold to eligible homebuyers, the HOME funds must be repaid to the
CHDO as CHDO proceeds and must be used to develop additional single-family units for
homeownership in compliance with the HOME regulations. A CHDO must allow an amount up to
$14,999 of HOME funds to remain with the unit as a soft second mortgage as necessary to qualify
the household for permanent financing, but not less than $1,000. THDA requires that a subsidy
remain in the financing when the unit is sold so affordability is based on the less restrictive
recapture provision of the HOME regulations. Any homeownership unit developed by a CHDO
that cannot be sold to an eligible homebuyer within nine months of the Certificate of Occupancy
must be converted to rental housing and rented to an income-eligible tenant.

Before construction or acquisition and rehabilitation can begin under homeownership, all CHDOs
must demonstrate a pipeline of eligible buyers pre-qualified for a permanent loan. Although
speculative construction or acquisition is not generally allowed, under certain circumstances
THDA will allow a CHDO to apply for an exception to this policy on a project by project basis.
To be considered for an exception, the CHDO must demonstrate that it meets certain criteria,
including:

(1) Experience and capacity to manage an affordable rental housing program;

(2) Success during the last three (3) years in managing affordable rental housing in the area of
the proposed project with an average list to lease-up term of no more than 180 days;
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(3) A current average market time of list to contract for sale for similarly priced, comparable
homes in the area of the proposed project of no more than 120 days;

(4) Extenuating circumstances that prevent the CHDO from having a pipeline of pre-qualified
homebuyers to support their development activity.

Additionally, if the property remains unsold nine months after completion, a lease-purchase may be
permitted if the CHDO can demonstrate that it has an existing and active lease-purchase program.

b. Cities, Counties, and Non-profit Organizations (non-CHDQO). Homeownership programs are
restricted to a soft second mortgage necessary to qualify the household for permanent financing.

c. Soft Second Mortgages. Any HOME funds used for a soft second mortgage in homeownership
programs are limited to the lesser of $14,999 in HOME funds or the amount of HOME funds
necessary to qualify the household for permanent financing, but not less than $1,000. All grant
recipients using HOME for soft second mortgages must use the THDA single-family underwriting
template to determine the amount of HOME assistance, and must submit the determination to
THDA for review and final approval. If the underwriting template indicates that the homebuyer
does not have an unmet need for the soft second mortgage, the grant recipient may not provide
direct HOME assistance to that homebuyer. The amount of the soft second mortgage is the “direct
HOME subsidy” provided to the homebuyer and subject to recapture.

The soft second mortgage will have an affordability period of five years, which is forgiven at the
end of the fifth year if the unit remains in compliance, i.e., the unit remains the permanent
residence of the initial buyer and is not leased or vacated. If the unit is sold or transferred during
the affordability period, the amount of the HOME subsidy subject to recapture will be reduced by
twenty percent (20%) per year of occupancy by the initial homebuyer. If the unit is leased or
vacated during the affordability period, the entire HOME subsidy must be repaid.

The soft second mortgages may not be combined with other THDA-funded “second mortgage”
assistance programs, including Great Choice Loan Plus assistance, or with funding available
through the New Start program, and any subsequent or similar programs operated by THDA. The
THDA HOME funded soft second mortgage may be combined with a THDA Great Choice first
mortgage loan.

d. Sales Price. All units must be sold for an amount not to be lower than the appraised value of the
unit.

e. Sales Price Limits. The sales price limit for homeownership programs are the Property Value
Limits. Current limits are available at https://thda.org/business-partners/home.

f.  Underwriting. Front and back end ratios may not exceed twenty-nine (29%) and forty-one percent
(41%), respectively. Lower ratios are encouraged.

g. Permanent Financing. Under homeownership programs, THDA expects the use of THDA
mortgage loans whenever suitable. Other financing may be used if it is comparable to a THDA
mortgage loan. Permanent financing is considered comparable if the interest rate does not exceed
the prevailing THDA Great Choice interest rate by more than one percentage point and when it is
demonstrated that the homebuyer represents a commensurate underwriting risk to the lender. All
loans must have a fixed interest rate fully amortizing over the 30 year term of the loan. There can
be no pre-payment penalty for early payoffs.
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h. Homebuyer Contribution. The homebuyer must make a contribution from their own funds equal to
one percent (1%) of the purchase price of the property.

i. Homebuyer Education. All homebuyers must complete a homebuyer education program from a
THDA qualified homebuyer education provider prior to purchase.

j. Neighborhood Market Conditions. Applicants proposing homeownership projects must document
that neighborhood market conditions demonstrate a need for the project and must complete a
market study as part of the 2018 application cycle for homeownership programs.

k. Deadline for Sale. Homeownership units must be sold to an eligible homebuyer within nine (9)
months of project completion. If a homeownership unit is not sold to an eligible homebuyer within
nine months of the Certificate of Occupancy, the unit must be converted to rental housing for the
appropriate rental affordability period or the HOME funds must be repaid by the grant recipient to
THDA.

THDA expects that the grant recipient will not only shepherd the homebuyer through the home buying
process, but also work toward fostering an on-going relationship with the homebuyer. This
responsibility includes facilitating additional homeowner counseling, verifying homeowner occupancy
requirements on an annual basis, and monitoring mortgage loan default issues.

2. CHDO Operating Expenses, Developer’s Fees and CHDO Proceeds

a. CHDO Operating Expenses. A CHDO may request up to 7% of the funds awarded for the
acquisition and rehabilitation or new construction of housing for sale to low and moderate income
home buyers as CHDO operating expenses to help with the administrative costs of operating the
organization. Operating expenses are separate from project funds and are funded from the 5% set-
aside for CHDO operating expenses from the annual HOME allocation.

b. Developer’s Fees. A CHDO may also request an 8% developer’s fee if the CHDO is acting as a
developer of housing. The developer’s fee is 8% of the HOME funds used to construct or acquire
and rehabilitate the unit. The developer’s fee is a project soft cost and counts against the maximum
per unit subsidy limit applicable to a project.

c. CHDO Proceeds. CHDO proceeds are the HOME funds returned to a CHDO upon the sale of a
unit developed by the CHDO from the buyer’s permanent financing. The CHDO must use its
CHDO proceeds to develop more housing for homeownership. A CHDO may use 15% of the
CHDO proceeds for operating expenses, divided as follows: Maximum of 7% for administration
and Maximum of 8% for developer’s fees. Once the CHDO proceeds are used a second time to
develop more housing for homeownership, the HOME restrictions on the use of proceeds are
eliminated. The 25% cap on the amount of CHDO proceeds that can be used for operating or
administrative expenses has been eliminated. This policy applies retroactively to current, active
CHDO grants.

3. Project Soft Costs

In planning their programs, applicants may include the actual costs paid to third parties for progress
inspections and work write-ups as a project-related soft cost where necessary. The costs for progress
inspections and work write-ups are capped at $2,500. In addition to the costs for inspections and work
write-ups, the costs for lead-based paint inspections, risk assessments and clearance testing, and
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architectural and engineering fees are also paid as project soft costs. All project soft costs count
toward the HUD maximum per unit subsidy limit.

D. PROHIBITED ACTIVITIES

1.

2.

Provide project reserve accounts, or operating subsidies;

Provide tenant-based rental assistance for the special purposes of the existing Section 8 program, in
accordance with Section 212(d) of the Act;

3. Provide non-federal matching contributions required under any other Federal program;

4. Provide assistance authorized under Section 9 of the 1937 Act (annual contributions for operation of
public housing);

5. Carry out activities authorized under 24 CFR Part 968 (Public Housing Modernization);

6. Provide assistance to eligible low-income housing under 24 CFR Part 248 (Prepayment of Low Income
Housing Mortgages;

7. Provide assistance (other than assistance to a homebuyer to acquire housing previously assisted with
HOME funds) to a project previously assisted with HOME funds during the period of affordability
established by HUD or THDA in the written agreement. However, additional HOME funds may be
committed to a project up to one year after project completion, but the amount of HOME funds in the
project may not exceed the HUD maximum per-unit subsidy amount;

8. Pay for any cost that is not eligible under 24 CFR 92.206 through 92.209;

9. Use HOME funds for rental housing projects;

10. Provide assistance for a homeowner rehabilitation project by a CHDO from the 15% CHDO set-aside.
A CHDO funded through the 15% CHDO set-aside can only participate in the HOME program if they
are the owner and developer of a project.

E. LAYERING

Layering is the combining of other federal resources on a HOME-assisted project that results in an excessive
amount of subsidy for the project. Such activity is prohibited. Grantees must analyze each project to ensure
that only the minimum amount of assistance is allocated to the project. In no case may the amount of HOME
funds exceed the HUD Maximum per Unit Subsidy Limit.

FY 2018 HOME CHDO Mini-Round Program Description Page 8 Revised 5/2018



F. MATCH

THDA will not require applicants to provide match towards funded projects. Although no local match is
required, THDA will award points based on the contribution of eligible match reflected in an application as
specified in the scoring matrix. THDA will count any gualifying non-federal project funds or other resources
reflected in successful applications that qualify as match under the HOME rule toward the match requirement.

HOME match is permanent, non-federal contributions to a project. Matching contributions may be in the form
of one or more of the following:

1. Cash contributions not provided by the assisted household and not from a federal source, including the
present value of the interest subsidy for loans made at rates below market.

2. Reasonable value of donated site-preparation and construction materials.
3. Reasonable rental value of the donated use of site preparation or construction equipment.
4. Waived fees and taxes.

5. Property donation or below-market sale. A copy of the appraisal and/or purchase contract must be
submitted. The donor/seller of the property must also provide a statement certifying that the property
was donated or sold for affordable housing purposes and an acknowledgment that the donor/seller
received the URA Guide Form Notice Disclosure to Seller, as well as the HUD booklet entitled,
“When a Public Agency Acquires Your Property.” If the property was originally acquired with federal
funds, the value of the property is not match eligible.

6. The direct cost of donated, compliant homebuyer counseling services provided to families that acquire
properties with HOME funds under the provisions of 24 CFR §92.254, including on-going counseling
services provided during the period of affordability. Counseling may not be valued at more than $40
per hour.

7. Reasonable value of donated or volunteer labor or professional services. Unskilled volunteer labor may
not be valued at more than $10 per hour; skilled volunteer labor may be valued at the documented
going rate.

8. Value of sweat equity may also be eligible if every assisted household under the HOME grant award is
required to perform sweat equity. Sweat equity may not be valued at more than $10 per hour.

9. Other match sources as permitted under the HOME Final Rule.

THDA will monitor the contribution of match throughout the implementation of the grant.

G. LEVERAGE

In the scoring matrix, any project that has leveraged funds will receive additional points. Leveraged funds are
funds provided by local governments, grants from other sources and cash from program beneficiaries. Loan
proceeds from a lending institution do not count as leverage. However, the savings generated from a below
market interest rate will count as leverage. Administrative funds, anticipated fund-raising revenues, other
THDA funds, and construction loans do not count toward leverage. Leveraged funds counted in one program
year do not qualify again as leverage in subsequent years.
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The value of donated labor, materials and land will count toward leverage. The value of unskilled labor is set
at the current minimum wage, and the value of skilled labor is set at twice the current minimum wage. The
value of land and/or a building donated or acquired for a project prior to the application will count as leverage,
but there must be an appraisal or tax assessment included in the application to document its value. In order to
count donated supplies or materials, only the documented value of the actual goods or materials will be
considered and they must be legitimately required by the program. The donor must provide a letter to confirm
the amount of the supplies or materials. Proposed discounts will not count as leverage.

H. HOME PROGRAM REQUIREMENTS

1.

3.

INCOME LIMITS

HOME funds may be used to benefit only low-income households. "Low-income households™ means
an individual or household whose income does not exceed 80% of the area median income, adjusted
for household size. THDA encourages the targeting of HOME resources for homeowner rehabilitation
activities to very low-income households.

"Very low-income household" means a household whose income does not exceed 50% of the area
median income, adjusted for household size.

The income of the household to be reported for purposes of eligibility is the sum of the annual gross
income of the beneficiary, the beneficiary's spouse, and any other household member residing in the
home. Annual gross income is "anticipated™ for the next 12 months, based upon current circumstances
or known upcoming changes, minus certain income exclusions.

Current limits are available at https://thda.org/business-partners/home. Median income for an area or
the state shall be that median income estimate made by HUD. Median incomes change when HUD
makes revised estimates.

FORMS OF ASSISTANCE

Homeownership programs. Assistance from grant recipients to program beneficiaries as soft second
mortgages will be limited to loans equal to the lesser of $14,999 or the amount necessary to qualify the
household for permanent financing which are forgiven at the end of 5 years.

AFFORDABILITY PERIOD

a. CHDOS. At the time of the sale of the unit to an eligible homebuyer, the CHDO must leave HOME
funds in the unit as a soft second mortgage loan in an amount equal to the lesser of $14,999 or the
amount of HOME funds necessary to qualify a household for permanent financing, but not less
than $1,000. There will be an affordability period of five years secured by a Note and Deed of
Trust between the CHDO and the homebuyer. The HOME loan is forgiven at the end of the fifth
year if the unit remains in compliance with HOME requirements. This means that the property
remains the primary residence of the initial homebuyer and is not leased or vacated; and if the
property is sold or transferred at the end of the affordability period, the homebuyer has complied
with these recapture provisions. If the unit is sold or transferred during the affordability period, the
amount of HOME subsidy subject to recapture will be reduced by twenty percent (20%) per year of
occupancy by the initial homebuyer. If the unit is leased or vacated during the affordability period,
the entire HOME subsidy must be repaid to THDA.
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b. Sale or Transfer of the Property. The HOME-assisted home buyer may sell or otherwise transfer
the unit on or before the end of the affordability period to any willing buyer at any price, and the
amount of the HOME subsidy subject to recapture will be reduced by 20% per year of occupancy
by the initial homebuyer. The amount subject to recapture is limited by the availability of net
proceeds. The net proceeds are the sales price minus superior non-HOME loan repayments minus
closing costs. If the net proceeds are not sufficient to recapture the remaining outstanding principal
balance of the HOME Note plus the amount of the down payment made by the homeowner, if any,
plus the amount of any capital improvement investment made by the homeowner, then the grant
recipient shall recapture a pro rata share of the net proceeds of the sale in lieu of the full remaining
outstanding principal balance of the HOME Note. “Capital improvement investment” means the
improvements to the property made at the homebuyer’s expense (and not through some other form
of subsidy), as evidenced by receipts or cancelled checks detailing the capital improvements made.
Capital improvements do not include items of maintenance, deferred maintenance or cosmetic
improvements. The pro rata amount to be recaptured shall be calculated in accordance with the
HOME Program Regulations at 24 CFR 92.254(a)(5)(ii)(A)(3) as follows:

If the net proceeds are not sufficient to recapture the full HOME investment (or a reduced amount)
plus enable the homeowner to recover the amount of the homeowner’s down payment and any
capital improvement investment made by the home owner since purchase, the grant recipient shall
share the net proceeds according to the following formulas:

HOME Subsidy

HOME Subsidy + Homeowner Investment X Net Proceeds = HOME Amount to Recapture

Homeowner Investment x Net Proceeds = HOME Amount to Recapture
HOME Subsidy + Homeowner Investment

The new proceeds may be divided proportionately as set forth in these steps:

(1) Application of Forgiveness Feature. Once the net proceeds are determined from the sale
of the property, the grant recipient shall reduce the amount due based on the length of
time the homebuyer has occupied the home in relation to the affordability period. Soft
second mortgages up to $14,999 have a five year affordability period and a
forgiveness feature of 20% per year.

(2) Amount subject to recapture. The HOME investment that is subject to recapture is based
on the amount of HOME assistance that enabled the homebuyer to buy the housing unit.
This includes any HOME assistance that reduced the purchase price from fair market
value to an affordable price, but excludes the amount between the cost of producing
the unit and the market value of the property (i.e., the development subsidy).

(3) After the full HOME investment has been repaid, any excess profits will belong to the
homeowner.

c. Construction Financing-Homeownership. For CHDOs using HOME for construction financing to
develop homeownership units, the initial affordability period will be based on the amount of
HOME funding invested in the development of the unit under the resale provisions of the HOME
regulations. In order to enforce the provisions of the Working Agreement with the CHDO, THDA
will require that a Restrictive Covenant and Deed of Trust be recorded against the property prior to
drawing down HOME funds for construction. When the unit is sold to an eligible homebuyer,
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THDA will provide the closing agent a copy of the release for Restrictive Covenant and Deed of
Trust. The CHDO must provide the closing agent with a Grant Note and Deed of Trust between the
CHDO and the homebuyer for the soft second mortgage loan under the recapture provisions. Upon
receipt by THDA of a copy of the Grant Note, the recorded Deed of Trust between the homebuyer
and the CHDO, the recorded deed from the seller to the homebuyer, and the fully executed final
TILA-RESPA Integrated Disclosure (TRID) Settlement Statement, the original Release of Lien is
forwarded to the closing agent for recording.

4. LEVEL OF SUBSIDY

The maximum HOME investment per unit is provided below:

MINIMUM HOME DOLLARS $ 1,000 PER UNIT
MAXIMUM HOME DOLLARS $60,021 0-BEDROOM (EFFICIENCY) LIMIT
$68,806 1-BEDROOM LIMIT
$83,667 2-BEDROOM LIMIT
$108,239 3-BEDROOM LIMIT
$118,812 4-BEDROOM OR MORE LIMIT

Periodically, THDA may update these limits pending approval from HUD. Updated limits will be
effective for all activities in which an agreement for the activity is entered into after the effective date
for the limits issued by HUD. These updates will be posted on THDA’s web site at
https://thda.org/business-partners/home.

5. PROPERTY STANDARDS

Property standards must be met when HOME funds are used for a project. Any housing constructed or
rehabilitated with THDA HOME funds must meet all applicable local, county, and state codes,
rehabilitation standards, Uniform Property Condition Standards (UPCS), and zoning ordinances at the
time of project completion.

In the absence of a local code, new construction of single-family units or duplexes must meet the
current, State-adopted edition of the International Residential Code for One- and Two-Family
Dwellings. The newly constructed units must also meet accessibility requirements and mitigate
disaster impact as applicable per State and local codes, ordinances, etc.

In the absence of a local code, rehabilitation of existing homeowner units must meet the current, State-
adopted edition of the Existing Building Code of the International Code Council (ICC).

THDA will not make any funding awards for units in a jurisdiction where the unit cannot be inspected
by a state certified building inspector or by a provider as permitted under State law.

HOME funded units must also conform, as applicable, to the THDA Minimum Design Standards for
New Construction of Single Family and Multifamily Housing Units and with THDA’s Minimum
Design Standards for Rehabilitation of Single Family and Multi-family Housing Units. THDA must
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review and approve plans, work write-ups and written cost estimates and determine cost
reasonableness for both new construction and rehabilitation prior to putting the project out to bid.

The International Code books are available at: www.iccsafe.org

a. Disaster Mitigation. All new construction should be built in a method and/or location that would
attempt to protect all new construction from possible disaster due to either a man-made issue, or an
act of God that may cause physical or structural damage to the home. The methods should include
any items that may be recommended, or required by either local, state, or federal agencies dealing
with disasters.

b. Energy Code. New construction projects must also meet the State-adopted edition of the
International Energy Conservation Code. Copies of the Energy Code may also be obtained from
the International Code Council at the address listed above.

c. Energy Conservation. In addition to meeting the State-adopted edition of the International Energy
Conservation Code, new construction projects must be Energy Star qualified as certified by an
independent Home Energy Rating System (HERS) rater or achieve a HERS index of 85 or less
when tested by a certified rater.

d. Section 504. Section 504 of the Rehabilitation Act of 1973 prohibits discrimination in federally
assisted activities and programs on the basis of disability, and imposes requirements to ensure
accessibility for qualified individuals with disabilities to these programs and activities.

6. AFTER REHABILITATION PROPERTY VALUE

For homeowner rehabilitation projects, the maximum after rehabilitation value permitted for the type
of single-family housing (1-4 family residence, condominium, cooperative unit,) shall not exceed 95%
of the median purchase price for the area as established by HUD. Current limits are available at
https://thda.org/business-partners/home.

7. SALES PRICE LIMITS

The sales price limit for homeownership programs are the same as the Property Value Limits for
homeowner rehabilitation programs. Current limits are available at https://thda.org/business-

partners/home.

I. UNIVERSAL DESIGN/VISITABILITY

THDA encourages the inclusion of features that allow individuals with physical disabilities to reside
and/or visit the housing that is constructed or rehabilitated with federal HOME funds.

Universal design is a building concept that incorporates products, general design layouts and other
characteristics to a housing unit in order to:

e Make the unit usable by the greatest number of people;
e Respond to the changing needs of the resident; and
e Improve the marketability of the unit
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The goal of universal design seeks to build housing that meets the needs of the greatest number of
residents within a community. Universal design differs from accessible design, which is primarily
intended to meet the needs of persons with disabilities. However, universal design is inclusive of
adaptable design as universal design incorporates structural features that will allow a housing unit to be
adapted to an individual’s current or future needs. Universal design features include, but are not
limited to:

e Stepless entrances.

e Minimum 5’ x 5’ level clear space inside and outside entry door.

e Broad blocking in walls around toilet, tub and shower for future placement of grab bars.
e Full-extension, pull-out drawers, shelves and racks in base cabinets in kitchen.

e Front mounted controls on all appliances.

e Lever door handles.

e Loop handle pulls on drawers and cabinet doors.

More information on Universal Design may be found at The Center for Universal Design at North
Carolina State University: http://www.ncsu.edu/ncsu/design/cud/index.htm.

Visitability refers to homes that are designed and built in a manner that allows individuals who have
trouble with steps or use wheelchairs or walkers to live in or visit the unit. These features include:

« One zero-step entrance.
o Doors with 32 inches of clear passage space.
e One bathroom on the main floor that is accessible to a person using a wheelchair.

More information on Visitability can be found at: http://www.visitability.org.
J. HOME RELOCATION REQUIREMENTS

THDA DISCOURAGES PROJECTS INVOLVING DISPLACEMENT OR RELOCATION OF
HOUSEHOLDS. PRIOR TO APPLICATION, CONTACT THDA IF YOU ARE PLANNING ANY
PROJECT THAT MAY INVOLVE DISPLACEMENT OR RELOCATION.

The Uniform Relocation Assistance and Real Property Acquisition Policies Act of 1970 (Uniform Act), and its
implementing regulations, 49 CFR Part 24, requires relocation assistance where acquisition has occurred
under the Uniform Act. In addition, the Uniform Act coverage was expanded in 1987 amendments to cover
displacement of individuals resulting from rehabilitation, demolition, or private acquisition carried out under a
federally-assisted project or program.

Section 104(d) of the Housing and Community Development Act ("The Barney Frank Amendments™) and
HUD's Residential Anti-Displacement and Relocation Assistance Plan include additional relocation
requirements. This extra level of relocation protection may be triggered for low-income households when
units are converted or demolished with Community Development Block Grant (CDBG) or HOME funds. In
addition, when Section 104(d) is triggered, jurisdictions may need to replace any low/moderate income
dwelling units that are lost due to the conversion or demolition. This section refers only to residential
relocation. If non-residential (commercial/industrial) relocation is involved, contact THDA.
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Understanding how relocation requirements are triggered, alternate ways of meeting them, and the costs of the
alternatives is essential in making HOME program decisions. Concerns about relocation may cause an
administrator to consider establishing a preference for vacant buildings. However, administrators should also
consider that vacant buildings are often much deteriorated. Rehabilitating an occupied building even with the
cost of assisting tenants to remain or relocate, may be less costly than rehabilitating a vacant building. In
occupied buildings, program administrators must consider whether occupants will be able to return after
rehabilitation and whether Housing Choice Voucher (Section 8) assistance is available to help meet relocation
costs. Selecting vacant projects does not relieve all relocation concerns. Vacant buildings in good condition
may have been recently occupied. If so, the program administrator must consider whether the owner removed
the tenants in order to apply for HOME assistance for a vacant building. If so, these tenants are displaced
persons.

Skilled staff can save the local program money and build goodwill with owners and tenants. Failure to
understand and follow relocation requirements can result in unnecessary costs for the local program. It is
possible for uninformed owners and staff to take steps that would obligate the local program to provide
significant relocation benefits and services. Early briefings for owners and program staff on relocation rules
are essential. Handbook 1378, Tenant Assistance, Relocation and Real Property Acquisition consolidates
relocation requirements for HOME and other HUD programs in one document. It is available from HUD Field
Offices or by contacting THDA. HUD informational booklets for persons who are displaced or whose
property is to be acquired are also available from HUD Field Offices or from THDA.

Uniform Relocation Act (URA) requirements are triggered at the time the application is being prepared, and
additional requirements are triggered at the time the working agreement is signed between the owner and the
grantee and when rehabilitation is completed. Treatment of displaced persons depends upon whether the
displaced person is (1) a tenant or owner; (2) a business or household; or (3) has income above or below the
Section 8 Lower Income Limit.

WHO IS A DISPLACED PERSON? - Any person (household, individual, business, farm, or non-profit
organization) that moves from the real property, permanently, as a direct result of rehabilitation, demolition, or
acquisition for a project assisted with HOME funds. Relocation requirements apply to all occupants of a
project/site for which HOME assistance is sought even if less than 100% of the units are HOME assisted.

WHO IS NOT A DISPLACED PERSON? - A tenant evicted for cause, assuming the eviction was not
undertaken to evade URA obligations. A person with no legal right to occupy the property under State or
local law (e.g., squatter). A tenant who moved in after the application was submitted but before signing a
lease and commencing occupancy, was provided written notice of the planned project, its possible impact on
the person (e.g., the person may be displaced, temporarily relocated, or experience a rent increase), and the
fact that the person would not qualify as a "displaced person™ (or for any assistance under URA) as a result of
the project. A person, after being fully informed of their rights, waives them by signing a Waiver Form.

HOW IS DISPLACEMENT TRIGGERED?

Before Application. A tenant moves permanently from the property before the owner submits an application
for HOME assistance if THDA or HUD determines that the displacement was a direct result of the
rehabilitation, demolition, or acquisition for the HOME project. (e.g., THDA determines that the owner
displaced tenants in order to propose a vacant building for HOME assistance.)

After Application. A tenant moves permanently from the property after submission of the application, or, if
the applicant does not have site control, the date THDA or the local program administrator approves the site
because: (1) the owner requires the tenant to move permanently; or (2) the owner fails to provide timely
required notices to the tenant; or (3) the tenant is required to move temporarily and the owner does not pay all
actual, reasonable out-of-pocket expenses or because the conditions of the move are unreasonable.
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After Execution of Agreement. A tenant moves permanently from the project after execution of the agreement
covering the acquisition, rehabilitation or demolition because the tenant is not provided the opportunity to
lease a suitable, affordable unit in the project.

K. HOME RESIDENTIAL ANTI-DISPLACEMENT AND RELOCATION ASSISTANCE PLAN

THDA will require grant recipients to replace all occupied and vacant habitable lower income housing
demolished or converted to a use other than as lower income housing in connection with a project assisted
with funds provided under the HOME Investment Partnership Act

All replacement housing will be provided within three years after the commencement of the demolition or
conversion. Before entering into a working agreement committing THDA to provide funds for a project that
will directly result in the demolition or conversion, THDA will make public by and submit to the
HUD/Knoxville HOME coordinator certain information. Each applicant proposing demolition or any
reduction in lower income housing units must submit the following information to THDA:

1. A description of the proposed assisted project;

2. The address, number of bedrooms, and location on a map of lower income housing that will be
demolished or converted to a use other than as lower income housing as a result of an assisted project;

3. Atime schedule for the commencement and completion of the demolition or conversion;

4. To the extent known, the address, number of bedrooms and location on a map of the replacement
housing that has been or will be provided;

5. The source of funding and a time schedule for the provision of the replacement housing;

6. The basis for concluding that the replacement housing will remain lower income housing for at least 10
years from the date of initial occupancy; and

7. Information demonstrating that any proposed replacement of housing units with smaller dwelling units
(e.g., a 2-bedroom unit with two 1-bedroom units), or any proposed replacement of efficiency or
single-room occupancy (SRO) units with units of a different size, is appropriate and consistent with the
housing needs and priorities identified in the approved Consolidated Plan.

L. EQUAL OPPORTUNITY AND FAIR HOUSING

No person in the United States shall on the grounds of race, color, religion, sex, familial status, national origin,
or disability be excluded from participation, denied benefits or subjected to discrimination under any program
funded in whole or in part by HOME funds. The following Federal requirements as set forth in 24 CFR
5.105(a), Nondiscrimination and equal opportunity, are applicable to HOME projects:

Fair Housing Act 24 CFR Part 100

Executive Order 11063, as amended 24 CFR Part 107
(Equal Opportunity in Housing)

Title VI of the Civil Rights Act of 1964 24 CFR Part 1
(Nondiscrimination in Federal programs)
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Age Discrimination Act of 1975 24 CFR Part 146

Section 504 of the Rehabilitation Act of 1973 24 CFR Part 8

Section 109 of Title I of the Housing and Community 24 CFR Part 6

Development Act of 1974

Title 11 of the Americans with Disabilities Act 42 U.S.C. §12101 et seq.

Equal Access to Housing in HUD Programs Regardless of 24 CRF Parts 5, 200, 203,

Sexual Orientation or Gender Identity 236, 400, 570, 574, 882,
891 and 982

Section 3 of the Housing & Urban Development Act of 1968 24 CFR 135

e Section 3 requires that the employment and other economic opportunities generated by Federal
financial assistance for housing and community development programs shall, to the greatest
extent feasible, be directed toward low-income persons, particularly those who are recipients of
government assistance for housing.

Executive Order 11246, as amended 41 CFR 60
(Equal Employment Opportunity Programs)

Executive Order 11625, as amended (Minority Business Enterprises)
Executive Order 12432, as amended (Minority Business Enterprise Development)

Executive Order 12138, as amended (Women’s Business Enterprise)

e Executive Orders 11625, 12432, and 12138 (Minority/Women's Business Enterprise) require
that PJs and local programs must prescribe procedures acceptable to HUD for a minority
outreach program to ensure the inclusion, to the maximum extent possible, of minorities and
women and entities owned by minorities and women in all contracts. Local programs must also
develop acceptable policies and procedures if their application is approved by THDA.

The HUD Office of Fair Housing also includes the following fair housing laws and Presidential Executive
Orders which are not included in 24 CFR 5.105(a) but which are applicable to federally-assisted programs:

Architectural Barriers Act of 1968 at 42 U.S.C. 84151 et seq.

Executive Order 12892, as amended
(Affirmatively Furthering Fair Housing)

Executive Order 12898

Executive Order 13166
(Limited English Proficiency)

Executive Order 13217
(Community-based living arrangements for persons with disabilities)

In addition to the above requirements, the PJ and local programs must assure that its Equal Opportunity and
Fair Housing policies in the HOME Program are consistent with its current Consolidated Plan.
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M. SITE AND NEIGHBORHOOD STANDARDS

Housing provided through the HOME program must be suitable from the standpoint of facilitating and
furthering full compliance with the applicable provisions of Title VI of the Civil Rights Act of 1964, the Fair
Housing Act, Executive Order 11063, and HUD regulations issued pursuant thereto; and must promote greater
choice of housing opportunities. Grantees must ensure that the proposed activity does not allow or promote
segregation on the basis of race, disability or income.

N. AFFIRMATIVE MARKETING

Prior to beginning a HOME project, grant recipients must adopt affirmative marketing procedures and
requirements for all HOME-funded homebuyer projects with five or more units. Affirmative marketing steps
consist of actions to provide information and otherwise attract eligible persons in the housing market area to
the available housing without regard to race, color, national origin, sex, religion, familial status or disability.
These must be approved by THDA prior to any HOME funds being committed to a project. Requirements and
procedures must include:

1. Methods for informing the public, owners and potential tenants about fair housing laws and the local
program's policies;

2. A description of what owners and/or the program administrator will do to affirmatively market housing
assisted with HOME funds;

3. A description of what owners and/or the program administrator will do to inform persons not likely to
apply for housing without special outreach;

4. Maintenance of records to document actions taken to affirmatively market HOME-assisted units and to
assess marketing effectiveness; and

5. Description of how efforts will be assessed and what corrective actions will be taken where
requirements are not met.

O. ENVIRONMENTAL REVIEW

In implementing the HOME program, the environmental effects of each activity must be assessed in
accordance with the provisions of the National Environment Policy Act of 1969 (NEPA) and the related
authorities listed in HUD's regulations at 24 CFR Parts 50 and 58.

THDA, as the Participating Jurisdiction, will be responsible for carrying out environmental reviews. THDA
must request the release of funds from HUD for any projects of non-profit organizations. The non-profit
organizations will be responsible for gathering the information required for the environmental reviews.
HOME funds and any other funds involved in the project cannot be committed until the environmental review
process has been completed and the HOME funds have been released. The Environmental Review covers the
entire project, not just the portion funded by HOME. Therefore, except under very limited circumstances, no
funds, including both HOME and non-HOME resources, may be expended on a project prior to the release of
funds under the Environmental Review process. Any such expenditure will make the entire project ineligible
for funding under the HOME program.
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P. LEAD-BASED PAINT

Housing assisted with HOME funds is subject to the Lead-Based Paint Poisoning Prevention Act (42 U.S.C.
4821 et seq.) and 24 CFR Part 35, Subparts C through M. The lead-based paint provisions of 982.401(j) also
apply, irrespective of the applicable property standard under 24 CFR 92.251. The Lead-Based Paint
regulations are available at www.hud.gov/lea or by contacting 1-800-424-LEAD (5323).

Q. LABOR STANDARDS

Davis-Bacon wage compliance and other Federal laws and regulations pertaining to labor standards apply to
all contracts for rehabilitating or constructing 12 or more units assisted with HOME funds. The contract for
construction must contain the applicable wage provisions and labor standards. Davis-Bacon does not apply to
projects using volunteer labor or to sweat equity projects.

R. DEBARMENT AND SUSPENSION

Local programs must require participants in lower-tier transactions covered by 24 CFR 24 to certify that
neither it nor its principals are presently debarred, suspended, proposed for debarment, declared ineligible or
voluntarily excluded from the covered transaction.

S. FLOOD PLAINS

HOME funds may not be used to construct housing in an area identified by the Federal Emergency
Management Agency as having special flood hazards. In addition, THDA discourages the rehabilitation of
units located in special flood hazard areas, but in a few instances and with written permission from THDA,
houses located in a floodplain may be assisted. The community must be participating in the National Flood
Insurance Program and flood insurance must be obtained on the units.

T. CONFLICT OF INTEREST

In the procurement of property and services, the conflict of interest provisions at 2 CFR 200.112, apply. In all
cases not governed by 2 CFR 200.112, the conflict of interest provisions of the HOME Rule as stated below

apply:

The HOME conflict of interest provisions apply to any person who is an employee, agent, consultant, officer,
elected official or appointed official of THDA, a State recipient or subrecipient receiving HOME funds. No
person listed above who exercises or has exercised any functions or responsibilities with respect to activities
assisted with HOME funds or who are in a position to participate in a decision-making process or gain inside
information with regard to these activities may obtain a financial interest or financial benefit from a HOME-
assisted activity, or have a financial interest in any contract, subcontract or agreement with respect to the
HOME-assisted activity, or the proceeds from such activity, either for themselves or those with whom they
have business or immediate family ties, during their tenure or for one year thereafter. Immediate family ties
include (whether by blood, marriage or adoption) the spouse, parent (including stepparent), child (including a
stepchild), brother, sister (including a stepbrother or stepsister), grandparent, grandchild, and in-laws of a
covered person.
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No owner, developer or sponsor of a project assisted with HOME funds (or officer, employee, agent, elected
or appointed official, or consultant of the owner, developer or sponsor or immediate family member or
immediate family member of an officer, employee, agent, elected or appointed official, or consultant of the
owner, developer or sponsor) whether private, for profit or non-profit (including a CHDO when acting as an
owner, developer or sponsor) may occupy a HOME-assisted affordable housing unit in a project during the
required period of affordability specified in 92.252(e) or 92.254(a)(4). This provision does not apply to an
individual who receives HOME funds to acquire or rehabilitate his or her principal residence or to an
employee or agent of the owner or developer of a rental housing project who occupies a housing unit as the
project manager or maintenance worker.

Grant recipients should avoid conflicts of interest and the appearance of conflicts of interest in administering
their HOME programs as THDA does not routinely consider requesting exceptions to the conflict of interest
provisions from HUD. The existence of a conflict of interest or the appearance of a conflict of interest, as
determined by THDA in its sole discretion, may be grounds for requiring repayment of HOME funding and
limitations on future program participation.

U. PROCUREMENT

It is important to keep the solicitation of bids for goods and services as well as professional services contracts
open and competitive. Cities, counties, and non-profit organizations must follow their procurement policies
and meet all state and federal requirements. At a minimum, applicants must comply with 2 CFR 200.318 -
General Procurement Standards.

Prior to solicitation of bids, the Grantee should develop a comprehensive scope of work and perform an
independent cost estimate. Grantees should obtain a minimum of 3 to 5 bids using formal advertising or
requests for proposals for the procurement of professional services such as grant administration, inspections,
and work write-ups. There must be an established, well-documented selection procedure and a written
rationale for selecting the successful bid or proposal.

V. APPLICATION AND EVALUATION PROCEDURE

THDA will evaluate each application to determine if the proposal meets threshold criteria. Threshold criteria
includes: submission of a complete application; proposal of an eligible activity; proposal of a project that in
the opinion of THDA is physically, financially, and administratively feasible; and the proposal of a project
that meets the requirements of 24 CFR Part 92, as amended.

CHDOs must submit the Non-Profit/CHDO Checklist with supporting documentation. Applicants must
upload all organizational information required to be submitted through THDA’s Participant Information
Management System (PIMS). Copies of organizational documents that are required to be submitted through
PIMS but that are submitted through another means will not be considered.

Documentation must be submitted along with the completed Checklist to demonstrate that the organization
meets threshold requirements and has the capacity to provide affordable housing for low-income households,
including the administration of the proposed project.

Applications meeting the threshold criteria will be scored and ranked in descending numerical order within the
CHDO matrix, based on the criteria provided below. In the event of a tie score under the CHDO matrix,
THDA first will select the application with the highest capacity score and then, if a tie still remains, the
highest percentage of Match.
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CHDO MATRIX

Up to 120 points

1. CAPABILITY

The proposed project demonstrates exceptional project planning and readiness.

The program design is complete and all necessary components to
accomplish the project are identified in the application.

Sites have been identified and CHDO has site control. NOTE: THDA
will not be able to issue a Working Agreement unless there are specific
addresses or a legal description for the property.

CHDO has a pipeline of potential homebuyers ready to purchase or
working toward readiness to purchase. NOTE: Commitment of CHDO
funds must be to a specific address and homebuyer to meet HUD’s
definition of CHDO commitment by the 24-month deadline.

CHDO has completed an examination of neighborhood market
conditions demonstrating a need for the proposed housing and the
anticipated housing types, as well at the target locations or
neighborhoods for which the housing is intended.

CHDO has secured other funding for the project. Commitment letters
are included in the application.

The CHDO demonstrates sufficient capacity beyond threshold.

The CHDO has produced successful affordable housing projects of
similar size, scope and complexity.

The CHDO has a demonstrated capacity to manage homeownership
programs.

The CHDO has paid staff with demonstrated housing development
experience as documented by W-2 forms.

The organization operating budget reflects multiple sources of funding.
If previous experience under HOME:

» Has the demonstrated ability to conform to the timeframe of
Attachment B: Implementation Plan of the HOME Working
Agreement;

» Has demonstrated its ability to commit and draw down funds in a
timely manner;

» Has demonstrated the ability to complete a project within the
contract term;

» Has a lack of monitoring findings; and

» Appropriately responds to client concerns or complaints and to
THDA staff.

Up to 60 points

Up to 30 points

Up to 30 points
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2. CHDO SERVICE AREANOT INAPJ 5 points

THDA shall award up to 5 points to applications submitted from CHDOQO’s
where the service area of the CHDO does not include an area designated as an
entitlement area/PJ by HUD.

3. DISASTER AREAS 10 points

THDA shall award 10 points to applications for projects located in counties that
have been declared a presidential disaster area under the Robert T. Stafford
Disaster Relief and Emergency Assistance Act in the calendar year prior to the
application due date. There are currently no presidentially declared disaster
areas in Tennessee.

4. MATCH Up to 15 points

THDA shall award up to 30 points to applications that include a committed
contribution of eligible match resources towards the project implementation. A
commitment of eligible match contribution from an external source must be
documented in the application from the source providing the contribution. To
determine the points awarded, THDA will not round the percentage calculated.

e The project’s sources include an eligible HOME match contribution that is 15 points
equal to or greater than 15% of the proposed HOME funds to be used for
project costs;
OR

e The project’s sources include an eligible HOME match contribution that is 10 points

equal to or greater than 5% and less than 15% of the proposed HOME funds
to be used for project costs;

OR

e The project’s sources include an eligible HOME match contribution that is 5 points
equal to or greater than 1% and less than 5% of the proposed HOME funds
to be used for project costs;

OR

e The project’s sources include an eligible HOME match contribution that is 0 points
less than 1% of the proposed HOME funds to be used for project costs.

5. LEVERAGE Up to 10 points

THDA shall award up to 10 points to applications that include the use of funds
from other sources. THDA will award points in this category based on the
actual percentage of other funds in the project. Leveraged funds counted in one
program year do not qualify again as leverage in subsequent years. In order to
receive points, there must be written documentation for the leveraged funds in
the application.
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6. ENERGY CONSERVATION Up to 10 points

a. For acquisition/rehabilitation and sale type homeownership projects, THDA
shall award up to 10 points to applications that, to the extent feasible,
include at least three energy conservation measures beyond that required by
THDA’s Design Standards for Rehabilitation in the rehabilitation of each
unit.

b. For new construction homeownership projects, THDA shall award up to 10
points to applications that include at least three energy conservation
measures beyond that required by THDA’s Design Standards for New
Construction.

7. UNIVERSAL DESIGN Up to 10 points

a. For acquisition/rehabilitation and sale type homeownership projects, THDA
shall award up to 10 points to applications that include at least three
identified universal design features in each unit.

b. For new construction homeownership projects, THDA shall award up to 10
points to applications that agree to construct each single family unit in
accordance with the following standards beyond that which is required by
THDA'’s Design Standards for New Construction:

1) At least one entrance door, whether located at the front, side, or back of
the building, or through an interior garage:

(A) Is on an accessible route served by a ramp or no-step entrance; and
(B) Has at least a standard 36 inch door;
2) On the first floor of the building:

(A) Each interior door is at least a standard 32 inch door, unless the
door provides access only to a closet of less than 15 square feet in
area; and

(B) Each hallway has a width of at least 36 inches and is level, with
ramped or beveled changes at each door threshold; and

(C) Each bathroom wall is reinforced for potential installation of grab
bars; and

(D) Each electrical panel or breaker box, light switch, or thermostat is
not higher than 48 inches above the floor; and

(E) Each electrical plug or other receptacle is at least 15 inches above
the floor; and

(F) The main breaker box is located inside the unit on the first floor.
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Tennessee Housing Development Agency
Andrew Jackson Building, Third Floor
502 Deaderick Street, Nashville, TN 37243

Bill Haslam Ralph M. Perrey
Governor Executive Director
MEMORANDUM
TO: Grants Committee and Board of Directors
FROM: Don Watt, Director of Community Programs
DATE: May 7, 2018
RE: Request for Modification to HOME Program Descriptions

With the changes to the HOME Final Rule in 2013, HUD implemented safeguards to ensure that units
developed for sale to low and moderate income home buyers must convert to rental if the unit is not sold
to an eligible homebuyer within 9 months of issuance of a certificate of occupancy. As a result, THDA
implemented a requirement in its program descriptions that homebuyers must be identified for all units
prior to the start of construction. This requirement has significantly impacted the ability of CHDOs to
implement the program. Subsequently, THDA'’s ability to meet its two-year commitment requirement
also has been impacted. As of today, THDA is $823,057 short in meeting its HOME commitment
obligation due on July 31, 2018.

The 2018 HOME Program Description approved at the November 2017 Board meeting provides for
certain experienced CHDOs to be exempted from identifying a homebuyer prior to construction start.
The language at Section C — Eligible Activities, #2 — Homeownership Programs specifically states:

CHDOs must use HOME funds to develop units for homeownership, including new construction
or acquisition and substantial rehabilitation of substandard single-family dwellings. The CHDO
must be the owner and developer of all units at the time the units are constructed or rehabilitated.
When units are sold to eligible homebuyers, the HOME funds must be repaid to the CHDO as
CHDO proceeds and must be used to develop additional single-family units for homeownership
in compliance with the HOME regulations. A CHDO must allow an amount up to $14,999, but
no less than $1,000, of HOME funds to remain with the unit as a soft second mortgage as
necessary to qualify the household for permanent financing. THDA requires that a subsidy
remain as part of the financing when the unit is sold so affordability is based on the less
restrictive recapture provision of the HOME regulations. Any homeownership unit developed by
a CHDO that cannot be sold to an eligible homebuyer within nine months of the Certificate of
Occupancy must be converted to rental housing and rented to an income-eligible tenant.
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Before construction or acquisition and rehabilitation can begin under homeownership, all
CHDOs must demonstrate a pipeline of eligible buyers pre-qualified for permanent loans.
Although speculative construction or acquisition is not generally allowed, under certain
circumstances THDA will allow a CHDO to apply for an exception to this policy on a project-by-
project basis. To be considered for an exception, the CHDO must demonstrate that it meets
certain criteria, including:

(1) Experience and capacity to manage an affordable rental housing program;

(2) Success during the last three (3) years in managing affordable rental housing in the area of
the proposed project with an average list to lease-up term of no more than 180 days;

(3) A current average market time of list to contract for sale for similarly priced, comparable
homes in the area of the proposed project of no more than 120 days;

(4) Extenuating circumstances that prevent the CHDO from having a pipeline of pre-qualified
homebuyers to support their development activity.

Additionally, if the property remains unsold nine months after completion, a lease-purchase may
be permitted if the CHDO can demonstrate that it has an existing and active lease-purchase
program.

THDA staff recommends replacement of the language at Section C 2 in the following program
descriptions with the language provided above from the 2018 HOME Program Description:

2015 - 2016 HOME Program Description
2016 HOME CHDO Mini-Round 1

2016 HOME CHDO Mini-Round 2

2017 HOME Program Description

2017 HOME CHDO Mini-Round 1

2017 HOME CHDO Mini-Round 2

This language change will eliminate a state-instituted barrier and should facilitate the ability of CHDOs
to meet their obligations to THDA. As a result, THDA should be better able to meet the HUD imposed
CHDO commitment requirements.



Tennessee Housing Development Agency
Andrew Jackson Building, Third Floor
502 Deaderick Street, Nashville, TN 37243

Bill Haslam Ralph M. Perrey
Governor Executive Director
MEMORANDUM
TO: Grants Committee and Board of Directors
FROM: Don Watt, Director of Community Programs
DATE: May 10, 2018
RE: 2018 HOME Program — CHDO Awards

THDA received two applications under the 2018 HOME Program Description seeking funding under
the CHDO set-aside of funds. THDA had available over $2.7M in funding. THDA awarded $500,000 in
funding to Clinch-Powell Resource Conservation and Development Corporation. This organization will
acquire and rehabilitate four homes, one unit in each of Claiborne and Jefferson Counties and two units
in Hamblen County. The fifth home will be newly constructed in Grainger County.

The second application, from Cleveland-Bradley Housing Corporation, did not meet the threshold
requirements for CHDO designation. The application (1) did not include documentation of a process for
public input from low income residents regarding the design and siting of projects and (2) included
expired documentation of their 501(c)3 designation. Additionally, the application did not include the
required 25% match contribution. THDA will notify the organization of these deficiencies for correction
in an upcoming funding round.

Awards under the 2018 HOME Program Description for the Urban and Rural rounds will be made by
May 31, 2018. An update will be provided at the July meeting.
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TENNESSEE HOUSING DEVELOPMENT AGENCY
LENDING COMMITTEE
March 27, 2018

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,
March 27, 2018, at 10:30 a.m., in the Nashville Room of the William R. Snodgrass Tennessee
Tower Building, Nashville, Tennessee.

The following Committee members were present: Dorothy Cleaves (Chair), Regina
Hubbard, Todd Skelton, and Mary Mac Wilson.

Chairman Cleaves called the meeting to order, and called for consideration of the minutes
from the September 26, 2017, meeting. Upon motion by Ms. Hubbard, second by Ms. Wilson, the
minutes were approved.

Chairman Cleaves called on Cynthia Peraza, Director of Special Programs, to present the
first item on the agenda, HHF Program Reallocation. Ms. Peraza referenced her memo dated
March 15, 2018 and provided an update on the following Hardest Hit Fund Programs:

e Down Payment Assistance Program (HHF-DPA): In 2017, THDA loan applications with
HHF-DPA equaled approximately 54% of all loan applications received or approximately
$197 million in 1% mortgage loans. This pace appears to be continuing in 2018. The HHF-
DPA funds are expected to be fully allocated by or before early fall.

e Principal Reduction and Lien Extinguishment Program (PRRPLE): Modifications made to
the program in November 2017 had positive results. Two mortgage loans have been paid
off for homeowners living on fixed incomes. An additional 36 loans are under review.

e Reinstatement Only Program (ROP): Since November, 2017, 9 loans have been reinstated,
18 loans have been approved, and an additional 33 loans are under review.

e Blight Elimination Program (BEP): Sixteen properties have been demolished and 22 loans
are currently in the pipeline.

Ms. Peraza noted that the deadline for expending all HHF funds is December 2020. She indicated
that staff recommends the following HHF funding reallocations to meet this deadline:

e Reduce the ROP allocation from $5.7 million to $4.7 million

e Reduce the PRRPLE allocation from $5 million to $2.5 million

e Increase the HHF-DPA allocation from $60 million to $63.5 million and add an
additional $500,000 from funds recovered through the Keep My Tennessee Home
Program, bringing the total HHF-DPA funding to $64 million.

Upon motion by Ms. Hubbard, second by Ms. Wilson, the Committee recommended that the Board
approve the recommended reallocations and authorize staff to (1) ratify a new or modified HFA
Participation Agreement with U.S. Treasury, if necessary, for the recommended program
allocation adjustments; (2) make minor changes and housekeeping changes to the programs as
necessary or as directed by the U.S. Treasury; and (3) do all things necessary and proper, including
execution of all documents, to carry out the described programs.



Chairman Cleaves called on Ms. Peraza for the next item, Attorney General Repair
Program Proposal. Ms. Peraza referenced her memo dated March 12, 2018, and provided an
overview of the $34.5 million in funds received in 2012 from the National Mortgage Servicer
Settlement through the Attorney General’s Office to help fund foreclosure prevention programs.
She explained that with real estate market improvements, foreclosures have declined, however,
lower-income homeowners continue to have issues with maintaining and repairing their properties.
She noted that, as a result, staff is proposing a repair program for low income homeowners to be
funded with $3.5 million from the AG funds, with $2 million to be available through approved
non-profit partners with experience in repair activities across the state, excluding the Appalachian
Regional Commission (ARC) Distressed or At-Risk counties that are already served under the
Appalachian Renovation Loan Program, $1million as a match for additional ARC funding, and
$500,000 for administrative costs. She noted that if THDA does not receive additional ARC
funding, then the full $3.5 million, excluding administrative costs, would be made available to
homeowners for repairs across the state. She also noted that proposed loan terms are in the
referenced memo. Upon motion by Ms. Hubbard, second by Mr. Skelton, the Committee
recommended that the Board approve the recommended reallocation of AG Program funds,
approve the statewide repair program as described, and authorize staff to (1) ratify a new or
modified Agreement with the Office of the Attorney General, if necessary; (2) make minor changes
and housekeeping changes to the programs as necessary or as directed by the Office of the Attorney
General; and (3) do all things necessary and proper, including execution of any documents, to carry
out the described programs.

There being no further business, Chairman Cleaves adjourned the meeting.

Respectfully submitted,

Ralph M. Perrey
Executive Director

Approved the 22" day of May, 2018



Tennessee Housing Development Agency
Andrew Jackson Building, Third Floor
502 Deaderick Street, Nashville, TN 37243

Bill Haslam Ralph_ M. Perrey
Governor Executive Director
MEMORANDUM:

Date: May 9, 2018

To: Board of Directors, Lending Committee

From: Lindsay Hall, Chief Operating Officer of Single Family and

Rhonda Ronnow, Director of Loan Operations

Re: Application to Become a Seller / Servicer for Fannie Mae and Freddie Mac

With the addition of a servicing division, Volunteer Mortgage Loan Servicing (VMLS), THDA has
the opportunity to offer a conventional loan product again by becoming an approved seller/servicer
for Fannie Mae and Freddie Mac. The execution of a conventional loan product could be either a
swap, by converting a conventional pool of loans into a security certificate and holding the security
certificate within one of the THDA general bond resolutions or by selling loans directly to Fannie
Mae or Freddie Mac through a traditional MBS program. In either case, the conventional loan
product would fit under THDA’s Great Choice Loan Program.

In addition, within the past few years both Fannie Mae and Freddie Mac have created products that
are uniquely tailored to the HFA eligible borrower. With increased flexibility, Fannie Mae’s HFA
Preferred and Freddie Mac’s HFA Advantage loan products are focused on serving low to moderate
income borrowers while still allowing down payment and closing costs assistance. While catering
to the first time homebuyer population, these two loan products also offer reduced mortgage
insurance premiums.

For these reasons, staff recommends the following:

e Approve offering of a conventional loan product through Fannie Mae and/or Freddie Mac;

e Authorize staff to complete and submit an application to Fannie Mae and Freddie Mac to become
a seller/servicer.

e Authorize all appropriate staff to do all things necessary and proper, including execution of all
documents, to implement and administer a conventional loan product through Fannie Mae and/or
Freddie Mac.

www.thda.org — (615) 815-2200 — Toll Free: 800-228-THDA
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THDA Board of Directors
Lending Committee

May 9, 2018

Page 2

Since 2009 THDA has not purchased conventional loans with mortgage insurance. At that time, the
ratings for private mortgage insurance providers were negatively impacted by the mortgage crisis.
In order for THDA to purchase privately insured mortgage loans with bond proceeds, the ratings for
the mortgage insurance provider must reach a AA rating so that the ratings on the THDA general
bond resolutions will not be negatively impacted. The ratings for private mortgage insurers have
risen in the past few years, they have not reached the necessary level.

THDA staff has continued to look at opportunities to offer a conventional loan product. The need
for a conventional loan is especially important to THDA for several key reasons. First, conventional
loans help to meet the needs of THDA eligible borrowers in more rural communities who may rely
on smaller banks and credit unions that are not FHA approved and cannot participate in the THDA
Great Choice Loan Program. Second, FHA has required life of loan mortgage insurance premiums
since 2013, making FHA loan products less appealing and more costly in a side by side comparison
with a conventional loan product. Not only will this positively expand THDA’s market footprint but
also as THDA looks to its future plans to offer servicing for others, it would be required for THDA
to be a seller/servicer, thus increasing revenue generated by VMLS, the servicing division.

www.thda.org — (615) 815-2200 — Toll Free: 800-228-THDA
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TENNESSEE HOUSING DEVELOPMENT AGENCY
RENTAL ASSISTANCE COMMITTEE
May 23, 2017

Pursuant to the call of the Chairman, the Rental Assistance Committee of the Tennessee Housing
Development Agency Board of Directors (the “Committee”) met in regular session on Tuesday, May 23,
2017, at approximately 10:49 a.m., in the Nashville Room of the William R. Snodgrass Tennessee Tower
Building, Nashville, Tennessee.

Committee members present: Kimberly Brown (Chair), Regina Hubbard, and Todd Skelton.
Committee members absent: Daisy Fields. Other board members present: Christin Lotz for the Comptroller
of the Treasury Justin Wilson, Ronald Jones, Keith Boring, Pieter Van Vuuren, Greg Turner, Austin
McMullen, Dorothy L. Cleaves, Lynn Tully, and Chairman of the Board Brian Bills:

Chairman Brown called the meeting to order. Seeing a quorum present, she called for consideration
of the minutes from March 28, 2017. Upon motion by Mr. Bills, second by Ms. Hubbard, the minutes were
approved.

Chairman Brown recognized Trent Ridley, THDA Chief Financial Officer, to provide an update on
the Section 8 Housing Choice Voucher (HCV) program and Project-Based Contract Administration
(PBCA). Mr. Ridley shared that Congress passed-a budget and funded THDA at the Fiscal Year 2016
funding levels. THDA has not heard anything about the competitive process regarding the PBCA. THDA
is preparing for when HUD releases a RFP and plans to participate, be competitive and retain the contract.
In March, the Housing Choice Voucher program was‘discussed in regards to reviewing the organization of
this program. Ms. Lattimore, the previous THDA Director. of the Rental Assistance Division that
administers the HCV program, is no longer with THDA. Mr. Ridley has assumed direct leadership for the
division for an interim period of 90 days. Jeboria Scott serves as interim Assistant Director. Ms. Scott also
manages the Family Self Sufficiency (FSS) Program. To-allow Ms. Scott the opportunity to focus on the
HCV Program, Mr. Ridley asked Debra Murray, THDA Director of Operations and former FSS Manager,
to assist in leading the FSS program during the interim period. This will allow THDA to reassess the
program to make sure it is operating efficiently and effectively.

The Rental Assistance Division has a maximum baseline of funding for unit leasing. Baseline units
are 6,146 annually from HUD: The maximum that can be leased for the calendar year is 73,752 units.
THDA’s administrative fee is calculated based on the number of units leased. Maximum leasing is
important to maximize the contribution margin for the program. Housing Assistance Payment (HAP)
funding is reviewed by looking at the previous years’ usage. HUD reviews what THDA actually spent for
HAP and does a carryover to the next year. Leasing up to the maximum also helps the next year’s HAP
funding. In previous years, additional allocations were received than what was spent. HUD holds these
funds in reserve in the event THDA is over-leased or overfunding within the confines and requirements of
the program.

Rental Assistance is currently trending to be over-leased for the 2017 calendar year. The team
including Mr. Ridley, Ms. Scott, James Williams, and the Accounting and IT Divisions completed an
analysis over the past few months. The program is trending to be at 75,293 units instead of around 73,752
units for the calendar year. The contributing factors to this was a focus on areas of greatest opportunity to
get the most benefit for leasing. Tennessee has areas where there is a higher demand for housing and these
are also higher cost areas. This factors into the cost. There was a failure to monitor leasing activities to take
appropriate action as necessary. As a countermeasure, THDA has updated its portability policy. Portability
is if a person would like to relocate into THDA’s or another jurisdiction. Sometimes THDA absorbs the
cost of vouchers porting to become part of THDA’s account. THDA is not currently absorbing any ports,
only billable ports are being accepted. THDA has recalled approximately 100 “Shopping Vouchers”. These
vouchers were issued but not leased because participants were not ready to sign a lease or have not found



a unit. These implemented recommendations came from a Nashville HUD technical advisor. These
countermeasures are commonly used in the public housing arena. This is not new. Attrition is also being
monitored for the program that averages approximately 50-60 terminations or people leaving the program
per month. At the rate leased up even with attrition, the program will not come down enough to the
maximum level allowed for leasing for the calendar year. Over-leasing makes some expenditures related to
the HAP payments disallowed. Program reserves, current funding, and shortfall funding can only be used
when the program is within the maximum leasing for the year. Because THDA is over leased some of the
expenses will be disallowed. It is a balancing act between the administrative fees and administering the
73,000 vouchers within the confine of the funding for the HAP funding given to THDA.

Mr. Ridley reviewed the numbers between the averages per unit cost versus how.many units can
be leased up on an annual basis. It is approximately $459 per unit cost per month to maximize administrative
fees. The goal is to maximize administrative fees for operating income and maximize federal revenue
available to help with HAP. Mr. Ridley shared and explained a spreadsheet showing the HCV Financial
Projections from fiscal year 2016 through 2018. In 2016, THDAs utilization rate was 93% making Rental
Assistance under-leased for that period. 2016 under-leasing caused less HAP than what was allocated to
THDA. Because of proration, HUD funds the HCV program based on the previous year’s actuals, the
amount of funds available in 2017 are less because of under-leasing. The effort was to lease up at HUD’s
recommendation and the program over-leased by not properly monitoring resulting in ‘approximately
$665,000 of HAP expenses disallowed by HUD. This means HUD is not providing any funding to the
program for over-leased units. Funding will comes.from THDA. This is the .importance of the balancing
act to get appropriate administrative fees.

Chairman Brown guestioned if the countermeasures taken this year will put THDA where it needs
to be because right now we overshot and are trying to get back in line. Mr. Ridley agreed and referred to
the spreadsheet for calendar year 2018. It has been determined instead of leasing up all at once and getting
a large number and allowing to average out during.the year, Rental Assistance will do “Maintenance
Leasing” meaning to do a little leasing monthly to ensure we keep the utilization where it needs to be while
also monitoring expenditures because sometimes a HAP contract may increase. Monitoring in several areas
will prevent over-leasing and maximize the HAP. Calendar year 2018 is projected to be at 99% and fully
utilize the program’s federal funds available. Administratively, we will be earning as much as we are
allowed to earn. The program:is now using atwo-year and four-year tool to monitor and maintain balance.

Questions included, what would HUD disallow? How does THDA get over-leased? HAP would be
disallowed- because of over-leasing and HUD will not fund over the agreed leasing limit. This occurred
because0f not monitoring leasing activities providing a brief explanation of the HCV process including
attrition. Mr. Bills? observation was that this is not necessarily over-leasing but failing to stop issuing
vouchers funded through HUD. Mr. Bills questioned if the 665,082 countermeasure is the final number
including attrition. The response was yes, on the conservative side. Mr. Bills noted that leasing up to 101%
is not good because it costs money and leasing too low will lose money for subsequent years. Chairman
Brown included ifit is:too low, funding is lost for the following year.

There being no further business, Chairman Brown entertained a motion for adjournment. Mr. Bills
made a motion for adjournment, second by Mr. Skelton.

Respectfully submitted,

Ralph M. Perrey
Executive Director

Approved the 22" day of May, 2018.



TENNESSEE HOUSING DEVELOPMENT AGENCY
RENTAL ASSISTANCE COMMITTEE
November 14, 2017

Pursuant to the call of the Chairman, the Rental Assistance Committee of the Tennessee Housing
Development Agency Board of Directors (the “Committee”) met in regular session on Tuesday,
November 14, 2017, at approximately 11:36 a.m. in the Nashville Room of the William R. Snodgrass
Tennessee Tower Building, Nashville, Tennessee.

Committee members present: John Snodderly (Chairman), and Ron Jones. Committee members
absent: Daisy Fields, Regina Hubbard, and Todd Skelton. Other board members present: Dorothy L.
Cleaves, Lynn Tully, and Board Chair Kim Grant Brown.

Chairman Snodderly called the meeting to order. Seeing no quorum present, he.deferred
consideration of the May 23, 2017, meeting minutes.

Chairman Snodderly recognized Trent Ridley, THDA Chief Financial Officer, to provide an‘update
on the Project-Based Contract Administration (PBCA) and Section 8 Housing Choice Voucher (HCV)
program. Mr. Ridley indicated THDA received notification from HUD regarding an extension of the PBCA
contract, however, the extension date is not yet known. He reported that HUD recently audited the PBCA
activities of the Contract Administration and Compliance Division.and there were no concerns or findings.
He also reported that the maximum fees available were earned with no disincentives.

Mr. Ridley recognized Jeboria Scott, the'new Director of Rental Assistance and described the
process for selecting Ms. Scott. Ms. Scott then provided information about the Section 8 Rental Assistance
Division’s plans. She reported THDA anticipates the renewal of funding for the HCV Program and noted
the importance of being strategic to maintain the program.-She indicated the focus of the Division is to
streamline the program to be prepared for opportunities and to increase revenue and to transition from an
all-inclusive case management style to an individualized subject matter expert processing model. She
further indicated that the overall goal'is to be poised advantageously to meet impending changes in 2018 to
serve HCV families at the highest level. Mr. Ridley provided additional comments regarding caseload
processing models versus specialist model and-noted that benchmarking showed that the larger the PHA
and the larger the number of units managed, the greater the need for a more specialized approach. In
response to.a question, Mr. Ridley discussed staffing and noted that staff reductions are not currently being
considered.

Mr. Ridley and the Committee recognized the regional managers of THDAS’s HCV Program who
were present: Karen Davis (West), Linda Lalone (East), and Christy Hollingsworth (South Central). Jackie
Sanders (Middle) was not present.

There being no further business, the meeting was adjourned.

Respectfully submitted,

Ralph M. Perrey
Executive Director

Approved the 22" day of May, 2018



TENNESSEE HOUSING DEVELOPMENT AGENCY
RENTAL ASSISTANCE COMMITTEE
January 23, 2018

Pursuant to the call of the Chairman, the Rental Assistance Committee of the Tennessee Housing
Development Agency Board of Directors (the “Committee”) met in regular session on Tuesday, January 23,
2018, at approximately 10:15 a.m. in the Nashville Room of the William R. Snodgrass Tennessee Tower
Building, Nashville, Tennessee.

Committee members present: Todd Skelton (Interim Chairman). Committee members absent: John
Snodderly, Daisy Fields, and Regina Hubbard. Other board members present: Dorothy-L. Cleaves, Lynn
Tully, and Ann Butterworth.

Interim Chair Skelton called the meeting to order. Seeing no quorum- present, he-deferred
consideration of the May 23, 2017, and November 14, 2017, meeting minutes.

Interim Chair Skelton recognized Trent Ridley, THDA Chief Financial Officer, to provide an
update on the Project-Based Contract Administration (PBCA). Mr. Ridley indicated he.and Gwen Coffey,
Director of Contract Administration and Compliance attended a ‘HUD conference in early January and
learned that HUD expects additional litigation and delays affecting procurement ‘of new PBCA contract
administrators. He described the anticipated timeline for development and release of a final RFP for contract
administration. He noted that THDA is still preparing to respond to the RFP and creating partnerships with
other HFAs.

Interim Chair Skelton recognized Jeboria Scott, Section 8 Rental Assistance Director. Ms. Scott
described funding for rental assistance and discussed the Family Self-Sufficiency (FSS) Program. She
referenced materials distributed at the-meeting and shared preliminary revisions to the Section 8
Administrative Plan that staff plans to bring to the Committee and Board at subsequent meetings

There being no further business, the meeting was adjourned.

Respectfully submitted,

Ralph M. Perrey
Executive Director

Approved the 22" day of May, 2018.



Tennessee Housing Development Agency

Andrew Jackson Building Third Floor
502 Deaderick St., Nashville, TN 37243
(615) 815-2200

Bill Haslam Ralph M. Perrey
Governor Executive Director

MEMORANDUM:

TO: Rental Assistance Committee and Board of Directors

FROM: Jeboria Scott, Director of Rental Assistance

DATE: May 9, 2018

SUBJECT: 2017 Mainstream VVoucher Program

The U.S. Department of Housing and Urban Development (HUD) recently issued a Notice of Funding Availability
(NOFA) for $100 million in new “Mainstream” housing vouchers for nonelderly people with disabilities (See
attached). Public Housing Authorities (PHAS) are eligible to submit applications; applications are due June 18, 2018.
While not a requirement, HUD is providing points in this competitive process for applications that include partnerships
between housing and services agencies, especially those that target housing assistance to assist people with disabilities
who are transitioning out of institutional or other segregated settings, at risk of institutionalization, homeless or at risk of
becoming homeless.

Points will be awarded for PHASs that formalize partnerships with and leverage resources from State Medicaid Agencies
and various health and human services partner agencies and organizations.

Mainstream vouchers are a subset of the Housing Choice Voucher program that are awarded competitively to serve
persons with disabilities.

Targeting resources to assist eligible persons with disabilities and their families who are transitioning out of institutional
or other segregated settings or at serious risk of institutionalization will help further the goals of the Americans with
Disabilities Act (ADA). One critical goal under the ADA is to ensure services, programs, and activities by public entities
are provided in the most integrated setting appropriate to the needs of individuals with disabilities, as affirmed by the
Supreme Court in the Olmstead decision (and settlements and decrees implementing Olmstead). This NOFA will offer
vouchers to provide supports to enable non-elderly persons with disabilities to live independently in the community and
provide sustained community-based integrated housing opportunities.

THDA currently manages 6,146 Housing Choice Vouchers (HCV) and is the largest HCV provider in the state assisting
low-income Tennesseans. THDA’s vouchers are dispersed over 92 of Tennessee’s 95 counties. The staff believe the
Mainstream Housing Vouchers grant will be an additional benefit to further affordable housing in Tennessee. This grant
will support and provide additional housing resources to nonelderly Tennesseans with disabilities.


https://www.hud.gov/program_offices/public_indian_housing/programs/hcv

Further as the NOFA recommends, THDA plans to collaborate with other state agencies to assist in their housing
endeavors with the use of this grant. Agencies being considered for collaboration include

- Department of Intellectual and Developmental Disabilities

- Department of TennCare

- Department of Mental Health and Substance Abuse Services

- Department of Veteran Services

- Department of Children Services

As the State of Tennessee’s Housing Authority, THDA staff requests that the Rental Assistance Committee and the Board
of Directors authorize staff to
1. Apply for the FY 2017 Mainstream Voucher Program grant funds by the deadline of June 18, 2018.
2. Allow the Executive Director to approve changes as necessary to meet changes in the program’s requirements
from HUD prior to submission date, including without limitation, the authority to determine that application
submission is not in the best interest for THDA.

Staff anticipates a response from HUD regarding Tennessee’s FY 2017 Mainstream Voucher Program application prior to

the next scheduled THDA Board meeting in July 2018. At that time, Section 8 Rental Assistance staff will provide the
Board and Committee with the results, grant award amount, participating agencies, program updates and any amendments.

[zhr



FY 2017 Mainstream Voucher Program
FR-6100-N-43
This is a summary of the NOFA and is not a substitute for a thorough review of the NOFA, which can be found
at https://www.hud.gov/program offices/public_indian housing/programs/hcv.

Due Date: June 18, 2018

Amount of Funding Available: $100 million

Number and Amount of Awards Anticipated: Minimum award of $75,000. Maximum award of $5 million. NOFA expects
to make 40 awards.

Eligible NOFA Applicants: Public Housing Authorities (PHAs) and (only those) nonprofits that already administer Housing
Choice Vouchers.

Overview: This NOFA makes available up to $100 million by combining the FY17 Appropriation of $13 million for
Mainstream Vouchers with $87 million of the $385 FY18 Appropriation for Mainstream Vouchers. (The remaining FY18
funds will be issued through a future NOFA.) The target beneficiaries for the Mainstream vouchers are households that
include one or more non-elderly persons with disabilities (NEDs).

While not a requirement, HUD is providing points/incentives for PHAs that target funds to assist NEDs who are
transitioning out of institutional or other segregated settings, at risk of institutionalization, homeless or at risk of
becoming homeless. Note that the definition of homeless is not limited to chronically homeless individuals; nonetheless
the household must qualify as disabled in order to be eligible for these resources. The NOFA encourages PHAs to
establish formal partnerships with state and/or local health and human services agencies that can provide outreach,
referrals and supports.

Scoring Criteria: 100 points total

e Capacity and Experience: Up to 60 points
0 PHA Capacity and Demonstrated Commitment to Provide Housing for Persons with Disabilities (Up to 25
points)
= Up to 10 points for each: Section 811 PRA, NED2 Vouchers, or similar
= Up to 5 points for each: system to track/monitor referrals
= Up to 5 points for each: leveraged resources for home modifications, rent deposit, move in
costs, furniture

= Up to 3 points each: incentives for accessible housing
= Up to 3 points each: partner with accessible housing registry, housing search for accessible units
= Up to 5 points each: other similar experience

0 Partner Agency Capacity (Up to 15 points)
= Upto 5 points each: securing accommodations
= Up to 5 points each: transitioning people from institutions to community
= Upto 5 points: Coordinating voluntary services
= Upto 5 points: Other similar assistance

0 Geographic Jurisdiction (Up to 10 points)
= 10 points: portability allowed prior to leasing; or
= 10 points: statewide program; or
= 5 points: Consortium, cooperative agreement or other

0 Admission Preference for target populations (10 points)



e leveraging Resources (30 points)

0}
(0}
(0}
(0}
(0}

10 points: coordinating outreach and referral

10 points: training and coordination of program implementation

4 points: housing search assistance

3 points: move-in assistance

3 points: referring, coordinating or providing Home and Community Based Services

e Achieving Results and Program Evaluation (Up to 10 points)

(0}
(0}

5 points: detailed program evaluation plan provided
10 points: detailed program evaluation provided and centralized tracking will be used by PHA and
partners

Other Items of Note:

e Nondiscrimination requirements for Partnerships e.g. cannot have one agency serving a single population as sole
route to referrals for the program. Eligible people with disabilities must also be able to apply directly to the PHA.

e PHA must agree to participate in a potential program evaluation.

HUD expects to make approximately 40 awards from the funds available under this NOFA.
Estimated Total Funding: $100,000,000

Minimum Award Amount: $75,000 per Project Period

Maximum Award Amount: $5,000,000 per Project Period

Estimated Project Start Date: 08/07/2018

Estimated Project End Date: 08/06/2019

Length of Project Periods: 12-month project period and budget period
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TENNESSEE HOUSING DEVELOPMENT AGENCY
TAX CREDIT COMMITTEE
March 27, 2018

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, March 27, 2018,
11:06 a.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), Courtney Hess for
Treasurer David Lillard, Todd Skelton, Samantha Wilson for Commissioner of Finance &
Administration Larry Martin and Kim Grant Brown. Other Board members attending were Ann
Butterworth for Comptroller Justin Wilson and Dorothy Cleaves. Seeing a quorum present,
Chairman Tully called the meeting to order and called for consideration of the minutes from
January 23, 2018. Upon motion by Mr. Skelton, second by Courtney Hess, the minutes were
approved.

Chairman Tully called on Donna Duarte to discuss a staff proposed change to exhibit 1 of
the 2018 Low-Income Housing Tax Credit Qualified Allocation Plan that would move Sevier
Country from the suburban county list to the urban county list. Ms. Duarte referenced her memo
dated March 7, 2018, for more information about the staff proposal and noted that the change
would allow an increase in the cap for the amount of low income housing tax credits available for
Sevier County. Upon motion by Ms. Brown, second by Mr. Skelton, the Committee recommended
the staff proposed change to the Board.

Chairman Tully again recognized Ms. Duarte for information regarding two requests for
waivers of the per development limit on the amount of non-competitive low income housing tax
credits. Ms. Duarte referenced her memo dated March 1, 2018 regarding Oakwood Flats (TN18-
208) and her memo also dated March 1, 2018, regarding Broadway Towers (TN18-229). She
noted that increased construction costs have necessitated these requests to increase the amount of
non-competitive low income housing tax credits to up to $1.9 million for Oakwood Flats and to
up to $1.5 million for Broadway Towers. Upon motion by Ms. Hess, second by Ms. Brown, the
Committee recommended both waivers to the Board.

Chairman Tully next called for consideration of a special request under the 2018
Multifamily Tax-Exempt Bond Authority Program Description (2018 Program Description”).
Ms. Duarte referenced her memo dated March 7, 2018, in describing the process and rational for
special requests as specified in the 2018 Program Description. She noted that Trevecca Towers
Retirement Community (“Trevecca Towers”) is the subject of the current request and it fits the
requirements contained in the 2018 Program Description. Upon motion by Mr. Skelton, second
by Ms. Brown, the Committee approved up to $62 million in multifamily tax-exempt bond
authority and up to $3.808 million in noncompetitive low income housing tax credits for Trevecca
Towers. Part I11.C. of the 2018 Program Description provides for approval by the Tax Credit
Committee, so no THDA Board action is required.



Chairman Tully again recognized Ms. Duarte who referenced her memo dated March 26,
2018 regarding proposed changes to the 2018 Program Description. Ms. Duarte explained that the
staff recommendation is to increase the amount of volume cap available under the 2018 Program
Description from $210,000,000 to $346,000,000 to meet the demand under the 2018 Program
description. Upon motion by Ms. Brown, second by Mr. Skelton, the Committee recommended
that the Board approve the described change to the 2018 Program Description.

Chairman Tully asked Ms. Duarte to discuss the allocation exchange for Flats at 58. Ms.
Duarte referenced her memo dated March 7, 2018, that describes the rational for the staff
recommendation to approve the requested exchange of 2016 low income housing tax credits for
2018 low income housing tax credits. Upon motion by Ms. Brown, second by Mr. Skelton, the
Committee recommended Board approval of the exchange subject to the conditions contained in
the referenced memo.

Chairman Tully called on Ms. Duarte who provided an update on the development of the
2019-2020 Low Income Housing Tax Credit Qualified Allocation Plan (“2019-2020 QAP”). Ms.
Duarte explained that staff has reached out to the development community for feedback on
proposed changes to the upcoming QAP. She discussed possible changes including use of regional
pools, considering new construction separately from rehabilitation/preservation, and allowing
additional options for utility allowances.

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

Respectfully submitted,

Ralph M. Perrey
Executive Director

Approved the 22" day of May, 2018



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

Bill Haslam Ralph M. Perrey
Governor Executive Director
MEMORANDUM
TO: TIHDA Board of Directors, Tax Credit Committee

FROM:; Donna Duarte

Director of Multifamily Programs
SUBJECT: 2018 Low-Income Housing Tax Credit Requests for Review Notice

DATE: May 7, 2018

THDA’s Low-Income Housing Tax Credit 2018 Qualified Allocation Plan (“2018 QAP”) provides a
multiple step initial application review process which is outlined in the Part VIII of the 2018 QAP. For the
2018 review period, THDA has been presented with six Requests for Review.

The Requests for Reviews all request reconsideration in one area of the Sponsor Characteristics found in
Part VII-B-3-a-ii of the 2018 QAP. The applicants support documentation is attached to this memorandum.

The six requests for review involve the following developments:
TN18-005 ASA Schoolhouse (Chattanooga)

TN18-015 West Creek Place Apartments (Clarksville)
TN18-035 Montgomery Commons Apartments (Clarksville)
TN18-043 Forest Cove (Sevierville)

TN18-050 Southgate Crossing (Columbia)

TN18-051 Fieldstone Village (Clarksville)

The request for relief involves the interpretation of Part VII-B-a of the 2018 QAP. Part VII-B-a reads as
follows:

a. Points will be awarded as designated below if the described event has occurred in
Tennessee since March 1, 2013 with respect to the developer, ownership entity, or
individuals involved (either directly or indirectly) with the developer or the ownership
entity (whether formed or to be formed) identified in the Initial Application: maximum
19 points

THDA.org - (615) 815-2200 - Toll Free: 800-228-THDA
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(i) A reservation of Tax Credits was issued and accepted for development that the
individuals identified above were involved with (either directly or indirectly) through the
development or owner, and a Carryover or Firm 42M allocation was obtained: maximum
S points

(ii) A Carryover or Firm 42M allocation was made to a development that the individuals
identified above were involved with (either director or indirectly) through the developer of
owner, and an IRS Form 8609 was obtained: maximum 6 points

(iii) An allocation of Tax Credits was made to a development that the individuals identified
above were involved with (either directly or indirectly) through the developer or owner,
and the development met the minimum set-aside for low-income tenants as specified in the
Land Use Restrictive Covenant: maximum 8 points

The specific issue is whether Part VII-B-a-(ii) requires that both a Carryover/Firm 42M allocation and an
IRS form 8609 be in place prior to March 1, 2013, for the specified 6 points to be awarded. Multifamily
Programs staff has interpreted this provision to require that both items be in place prior to March 1, 2013,
to meet the desired result of having applicants who have recently participated in the low income housing
tax credit program. In each of the six requests for review, the applicants, through their attorney, have argued
that only one of the two items in Part VII-B-a-(ii) should be required for the award of 6 points.

If you have any questions on this memo or the review process, please contact me.

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



ASA Schoolhouse

215 River Street
Chattanooga, TN 37405
423-280-3114
samckenzie@epbfi.com
Mr. Ralph M. Perrey
Executive Director
Tennessee Housing Development Agency
Andrew Jackson Building Third Floor
502 Deaderick St., Nashville, TN 37243

May 2, 2018

Re: Review Notice Memo 18-005- Scoring Review Requirements Not Met:

We respectfully request a Board Review for the finding that the Townhomes of
Nashboro (12-484) does not meet the requirements for obtaining 8609s (6
points) because the Carryover Allocation was prior to 3/1/2013 although the
8609s were obtained after 3/1/2013 as required.

Part VII: Section (B)(3)(a) of the 2018 QAP reads “Points will be awarded as
designated below if the described event has occurred in Tennessee since March
1, 2013.” The word “event” being singular implies that each of the three scoring
opportunities is a single event and not a dual requirement for two events to have
occurred for the same project during the specified time period. Section 3.a.
awards points when an “event” happens after March 1, 2013. The second
category (ii) awards points to developments that receive IRS Forms 8609 after
March 1, 2013. The pivotal “event” in the second category is the issuance of the
IRS Forms 8609 being after March 1, 2013. The receipt of the carryover
allocation after March 1, 2013 is the “event” covered in the first category (i). It
would be redundant to again have the same “event” requirement in the second
category. Assuch, the second category awards points to developments with a
carryover allocation, that receives IRS Forms 8609 after March 1, 2013,

Not allowing developments to claim the points for receiving 8609s after
3/1/2013 if the carryover was prior to 3/1/2013 results in the following:



e Penalizes the applicants who did not receive an award from 2013-2015
and gives an unfair advantage to those that did. Those with carryover in
2016 and 2017 would most likely not have obtained the 8609s yet.

e The 3/1/13 date for the sponsorship points in the QAP was obviously
intended to ensure that developers must have recent experience. The
interpretation that both carryover and 8609s must be after 3/1/2013 for
a specific development allows a developer with experience with only one
development to receive all the experience points. Conversely based on
that same interpretation, a developer such as Woodbine Community
Organization with multiple developments both prior to and after 2013 is
not able to claim all the points based on this technicality.

Sincerely,

Sarah McKenzie
ASA Schoolhouse, LP

Page 2



May 3, 2018

Mr. Ralph M. Perrey

Executive Director

Tennessee Housing Development Agency
502 Deaderick Street, 3" Floor

Nashville, TN 37243

RE: Request for Review, Low Income Housing Tax Credit application TN18-015, West Creek Place
Apartments, Clarksville, TN

Dear Mr. Perrey,

I am responding to the Review Notice issued to Low Income Housing Tax Credit application TN18-015,
West Creek Place Apartments, Clarksville, Tennessee regarding six (6) scoring points for the second criteria
claimed for Sponsor and PHA Sponsor Characteristics, Part VII, B, 3.(ii), Tennessee Low Income Housing
Tax Credit 2018 Qualified Allocation Plan. | am requesting a review of the indicated scoring item
discrepancy by Tennessee Housing Development Agency’s Tax Credit Committee of the Board of Directors
of THDA.

I disagree with the staff’'s determination that as President of Omega Properties, LLC, the developer of
West Creek Place Apartments, Clarksville, TN, and the managing member of the proposed development’s
ownership entity, that | do not meet the criteria to obtain the 6 scoring points as claimed in the initial
LIHTC application submitted. | did receive a carryover allocation agreement, as well as IRS forms 8609 on
developments since March 1, 2013, as required in the 2" criteria.

The section of the 2018 Qualified Allocation Plan describing the points for sponsor characteristics in
dispute, as | understand it, has three levels of past and present performance on which individuals involved
in a developer entity, or an ownership entity identified in the 2018 initial application submitted must
meet. Also as | understand it, points for the criteria can be obtained from mixing different deals, not solely
one development. Only the second criteria below is in question, but it seems important to discuss all
three that make up the section, in order to follow the intent of the section.

THDA's first criteria to receive 5 scoring points requires an individual in either the developer or ownership
entities in the 2018 LIHTC application to have been successful in receiving a Carryover Allocation
Agreement from THDA awarding LIHTC's to a development, at any point past March 1, 2013 to the
present. |wasand am an individual identified in the developer entity for TN16-008, Big Oak Apartments,
Knoxville, TN. As such, Big Oak Apartments received a Carryover Allocation Agreement on September 2,
2016. Points awarded by THDA.

THDA’s second criteria to receive 6 scoring points requires an individual in either the developer or
ownership entities in the 2018 LIHTC application to have been successful receiving a Carryover



Mr. Ralph M. Perrey
May 2, 2018
Page 2

Allocation Agreement (see Criteria 1 above, points awarded by THDA), and IRS forms 8609, the final tax
credit allocating document for each fully constructed building in a development, at any point past March
1, 2013 to the present. | was an individual identified in the developer entity for TN12-007, Concord
Gardens Apartments, Clarksville, TN. As such, Concord Garden Apartments finalized construction, placed
the development in service, and received IRS forms 8609 dated December 22, 2014. Points not awarded
by THDA.

THDA'’s third criteria to receive 8 scoring points requires an individual identified in either the developer
or ownership entities in the 2018 LIHTC application to have been successful in meeting the minimum set-
aside for low-income tenants as specified in the THDA Land Use Restrictive Covenant, as recorded. TN12-
007, Concord Gardens met that criteria as fully occupied, in August, 2015 and continues to meet that
requirement. Points awarded by THDA.

The combined parts of the QAP regarding sponsor characteristics seem then to provide bench marks of 1)
successfully receiving an allocation of credits from THDA, 2) successfully constructing and placing a
development in service evidenced by receiving IRS forms 8609, and 3) producing and maintaining a
stabilized development serving low income Tennesseans following requirements of THDA to date.
Through a combination of different developments, | have met all of the required criteria.

| did receive a carryover allocation agreement, as well as IRS forms 8609 on developments since March 1,
2013, as required in the 2™ criteria. | hope the Tax Credit Committee of THDA’s Board of Directors will
agree, and restore the 6 points for sponsor characteristics to West Creek Place Apartments initial low
income housing tax credit application for 2018.

Thank you for your time and consideration.

Cordially,

Robert Pullen
President
Omega Properties, LLC



GRD MONTGOMERY COMMONS LLC
14120 Ballantyne Corporate Place, Suite 575
Charlotle, NC 28277

980.318.5000 OFFICE | 980.318.5005 FAX
greenwayresidentialdevelopment.com

May 2, 2018

Mr. Ralph Perrey

Executive Director

Tennessee Housing Development Agency
502 Deaderick Street, 3" Floor

Nashville, Tennessee 37243

Dear Mr. Ralph Perrey,

We respectfully request your consideration for a formal review of the following unresolved
cure item for Montgomery Commons Apartments, TN18-035, as identified in the attached

Memorandum of Cure Findings.

Criteria QAP Citing Description Proposed Solution

Carryover was Part VI, Initial Applicant has claimed points (6) for  [THDA has verified its

obtained and IRS |Application having a Carryover or Firm 42M records that 12-205

Form 8609 was  |Eligibility and allocation was made to a development |Fairway Manor 42M

obtained Scoring, Item B-3- [that the individuals identified were Letter was received

afii) involved with (either directly or before March 1, 2013

indirectly) through the developeror  |and Is not eligible for
owner, and an IRS Form 8609 was the 6 points
obtained.

Below is the relevant portion of the QAP:

3. Sponsor and PHA Sponsor Characteristics: Maximum 19 Points
a. Points will be awarded as designated below if the described event has occurred in
Tennessee since March 1, 2013 with respect to the developer, ownership entity, or
individuals involved (either directly or indirectly) with the developer or the ownership
entity (whether formed or to be formed) identified in the Initial Application: maximum 19

points

(i} A reservation of Tax Credits was issued and accepted for a development that the
individuals identified above were involved with (either directly or indirectly) through
the developer or owner, and a Carryover Allocation was obtained: maximum 5 points
(i) A Carryover Allocation was made to a development that the individuals identified
above were involved with (either directly or indirectly) through the developer or
owner, and an IRS Form 8609 was obtained: maximum 6 points

(iii) An allocation of Tax Credits was made to a development that the individuals
identified above were involved with (either directly or indirectly) through the
developer or owner, and the development met the minimum set-aside for low-income
tenants as specified in the Land Use Restrictive Covenant: maximum 8 points



GRD MONTGOMERY COMMONS, LLC
14120 Ballantyne Corporate Place, Sulte 575
Charlotte, NC 28277

980.318.5000 OFFICE ; 980.318.5005 FAX
greenwayresidenlialdevelopment.com

Section 3.a. awards points when an “event” happens after March 1, 2013. The receipt of the
carryover allocation for Fairway Manor (TN12-205) after March 1, 2013 Is the qualifying “event”

covered in the first category.

The second category awards points to developments that receive IRS Forms 8609 after March

1, 2013. For this project, the qualifying “event” in the second category is the issuance of the IRS
Forms 8609 after March 1, 2013,

It would be redundant to have the same “event” requirement in both categories. As such, the

second category awards points to developments with a carryover allocation that receives IRS
Forms 8609 after March 1, 2013. Fairway Manor (TN12-205) received 8609's after March 1,

2013.

We appreciate your time and consideration of this matter, and are available to answer any
additional questions that you may have.

Sincerely,

Br
Managing Member
GRD Montgomery Commons, LLC




DPKY

Development 5583 Bobby Hicks Hwy, STE 111
Gray, TN 37615

company, LLC ph: 423-467-8012

May 3, 2018

THDA Executive Director
Request for Review for TN18-043, TN18-050, & TN18-051

Scoring Review Requirement:

TN18-043 Forest Cove, Sevierville TN, Sevier County
TN18-050 Southgate Crossing, Columbia TN, Maury County
TN18-051 Fieldstone Village, Clarksville TN, Montgomery County

1 Please supply supporting documentation to substantiate the points (6)
claimed for having a Carryover or Firm 42M allocation that was made
to a development that the individuals identified were involve with
(either directly or indirectly) through the developer of owner, and an
IRS Form 8609 was obtained.

THDA deemed the documentation we supplied for the Cure Notice was
not sufficient to Cure the finding because the Carryover Allocation for
Heritage Hills, TN12-416 was received before March 1, 2013.

Response:

In response to the Cure Notices for the three Applications submitted above, we
supplied a Carryover Allocation Agreement for Dunbar Apartments, which we
received in 2017, Exhibit A, and we submitted a set of IRS Forms 8609 dated in
2014 for our Heritage Hills development, Exhibit B.

We believe we provided the necessary documentation to entitle us to the 6
points for QAP Part VII(B)(3)(ii) because:

A. QAP Part VII(B)(3)(ii) is ambiguous as written. It is not clear whether both
the Carryover Allocation and the IRS Form 8609 must have been obtained
after March 1, 2013, or if obtaining the IRS Form 8609 is the determining
event for these points. We believe the most logical reading of the section is
that since we obtained the Form 8609's after March 1, 2013 for Heritage
Hills, we qualify for the 6 points.

B. Because the language in the QAP is ambiguous, and we wanted to be
certain we would get these 6 points prior to submitting three applications,
we asked staff for an interpretation. Staff advised us that since the Form

8609's for Heritage Hills were received after March 1, 2013, our
applications qualify to receive these points. We understand that this
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process is very competitive and every single point counts, let alone 6. We
would not have submitted three applications if THDA staff had advised us
that we would not qualify for these points.

C. QAP Part VII(B)(3) subsections (i), (ii), and (iii) are each written to award
points for a sponsor's demonstration of ability to progress from one stage of
tax credit award to the next. As summarized in the “Comparison of Tax
Credit Scoring: 2017 and 2018 [Proposed]” included in the April 2017
Proposed Changes for 2018 Qualified Allocation Plan, the points are
intended to reward “no failure to progress from reservation to carryover,”
‘no failure to progress from carryover to final,” and “no failure to meet
minimum low-income set-aside.” Subsections (i) through (iii) each require
the sponsor to have taken a project successfully from one point to another.
It is logical, then, that only the ending point in each subsection is the
‘event” that must have occurred after March 1, 2013.

D. THDA scoring staff interpreted Part VII(B)(3)(a)(iii) consistently with this
reading (that only the final event in the subsection must have occurred after
March 1, 2013). Staff awarded us 8 points for having a development that
met the minimum set-aside for low-income tenants as specified in the Land
Use Restrictive Covenant, which was the second of the two events listed in
the subsection. Our development that met this requirement was Heritage
Hills, which met the minimum set-aside after March 1, 2013. Heritage Hills
received its allocation of tax credits (the first event in Subsection (iii))
before March 1, 2013, but scoring staff still awarded us the points for
Subsection (iii) based on the date the second event occurred. Subsection
(i) should be interpreted in the same manner.

For these reasons, we believe our developments should receive the 6
points in question. Our prior developments, collectively, have met all four
milestones that are in this section since March 1, 2013. we received a
Reservation of Credits, obtained a Carryover Allocation, received IRS Form
8609, and met the minimum set-aside as specified in a Land Use Restrictive
Covenant. Drawing arbitrary lines between the events to deny these Sponsor
Characteristic points violates the intention of this section. DPKY has
demonstrated its significant experience with Tennessee LIHTC projects within
the past five years and before, having successfully developed 11 projects. We
relied on the logical reading of the QAP’s requirements, and on the assurance of
THDA staff that we interpreted this section correctly, and expended significant
resources to submit our three applications based on our understanding that we
qualify for all of the available Sponsor Characteristics points. Accordingly, we
request that you reconsider the denial of 6 points for QAP Part VII(B)(3)(a)(ii).
Thank you for your time and consideration.

-Sincerely, -
‘,“'I“i
\ =

David Psimer - Member




Tennessee Housing Development Agency
502 Deaderick Street, 3" Floor
Nashville, Tennessee 37243
615-815-2200

Writer's Phone Number:

615-815-2210
Writer's Fax Number:

615-564-2790

Ralph Perrey

Exccutive Director

MEMORANDUM
TO: Recipients of 2017 LIHTC Carryover Allocation Agreement
FROM: Donna Duarte, Director for Multifamily Programs

SUBIJECT: 2017 Low-Income Housing Tax Credit Carryover Allocation Agreement

DATE: September 28, 2017

Enclosed is the 2017 Low-Income Housing Tax Credit Carryover Allocation Agreement (the “Carryover
Allocation Agreement™) for the Development referenced in Paragraph 11 of the enclosed Carryover
Allocation Agreement. Attached to the Carryover Allocation Agreement is Exhibit A, legal
description. Please do not vemove this legal deseription, This same descriplion must be returned

with the Carryover Allocation Agreement.
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The original, executed, Carryover Allocation Agreement together with the enclosed Exhibit A must
be returned to THDA no later than 1:00 PM Central Time on January 31, 2018. If you have any
questions please contact Joc Bethel at 615-815-2147.
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v" Plegse read the Carryover Allocation Agreement carcfully and inform THDA (see contacts above) of
any erroneous, missing, incomplete or incansistent information AS SOON AS POSSIBLE. Do not
alter this Carryover Allocation Agreement.

v'If the taxpayer identification number in Paragraph | of the Carryover Allocation Agreement is
missing, please provide Lhis information to THIDA (see contacts above) AS SOON AS POSSIBLE.

v" Please contact Terry Malone at 615-815-2213 or tmalone/@thdu.org to discuss scheduling for a pre-
construction meeting AS SOON AS POSSIBLE.



TENNESSEE HOUSING DEVELOPMENT AGENCY
o _2017 Low-Income Housing Tax Credit Carryover Allocation Agreement .
l. For Developments Exﬂanging ta an Allocation of 2017 Low-Income Housing Tax Credit o

This 2017 Carryover Allocation Agreement is made and entered into by and belween the Tennessee Hausing
Development Agency {“THDA") and the Owner idenlified in Section | below as of the date indicated in Seclion VI below
(the "Agreemant'). This Agreement alincates 2017 Low-Income Housing Tax Credit pursuant o Section 42(h)(1)(E)
of the Code (as defined below) in the amount specified in Section VI below (the "Tax Credils™ or the "housing credil
dollar amount”). The allocation of Tax Credits made in this Agreement is subjecl to (i) all terms and conditions stated
herein, including, withouf limitation, Exhibit A (legal description) and Exhibit B (special condilions); (ii) all terms and
conditions of THDA's Low-income Housing Tax Credit Qualified Allocation Plan for 2017; (the "Qualified Allocation
Plan“), the applications and all related materials submitted in connection with the Preliminary Award Checklist and this
allocation of Tax Credits (collectively, the "Applications"), lhe Preliminary Award Letler; and (iii) all requirements of
Seclion 42 of the Inlernal Revenue Code of 1986, as amended, including, wilhout limilation, alf subsequent tax
legislation duly enacted by the Congress of the Uniled Slates, United Stales Treasury Regulations proposed or in effect
with respect to the code, and revenue pirocedures, revenue rulings or other published deteiminations of the Treasury
Department or Inlarnai Revenue Service of the Uniled States (collectively, the "Code")

1. OWNER:
Name Dunbar Apartments, LLC
Attention 1 Richard McCiain
Address 2 901 Pardee Streel
City, Stale, Zip - Johnson City, TN 37601
Tax Payer (.D. # 46-4660137

I DEVELOPMENT:
Number : TN17-803
Name : Dunbar Apartments
Address : 908 John Exum Parkway
Cily, State, Zip Johnson City, TN 37604

Map and Parcel Number; Portion of Map 460, Gip K, Parcel 2 and Map 460, Gip K, Paicel 1

i BUILDING IDENTIFICATION NUMBERS:
TN17-90301 through TN17-90306

V. ANTICIPATED PLACED IN SERVICE DATE. December 1, 2019

(This Developmeni must be placed in service on ar before December 31, 2019)

V. AGENCY:

Tennessee Housing Development Agency
Andrew Jackson Building

502 Deaderick Street, Third Floar
Nashville, TN 37243

Tax Payer |.D.; 62-6001445

VI, DATE OF ALLOCATION: September 28, 2017

The housing credit dallar amount shall not exceed $1,099,853. This housing credit dollar amount is derived
from THDA's second evaluation of the Develepment. THDA will evaluate the Development a third time in
connection with the Development being placed in service, provided all documenlation required by THDA in
connection with a placed in service application, including, without limitation, final certified cost Inlarmation
accoptable to THDA, is submitted to THDA by no later than Monday, December 2, 2018, As a resull of this
third evaiuation, THDA will make a final deteimination of the housing credit dollar amount to be reflected on
the IRS form(s) 8609 issued by THDA for the Develapment and the housing credil dollar amount may be less
than ar equal lo (but never more than) the amount specified above
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OWNER'S TOTAL REASONABLY EXPECTED BASIS: $12,280,703

To meet Carryover Allocetion requirements, the Owner must submit the Cost Cenrlification (Form furnished
by THDA) for the ten percent (10%) test, the deed vesting title of the property to the Ownar, the
certification with regard to 100-Year Flood Plain (Attachment 25) and a fully executed PILOT
Agreement; if-applicable, no latar than August 29, 2018.  No later than one (1) year from the date of
allocation specified in Paragraph VI above, the Owner must incur the necessary costs to meet the
raquirements of the 10% Test.

THDA may, in its sole discretion, deem the alincation of Tax Credits made in this Agreement cancelled by
mutual consentif there is any failure to comply with all terms, conditions, and requirements of this Agreement,
the Applicalions, the Qualified Allocation Plan, the Preliminary Award Lelter, or the Cade Once so cancelled,
neithar the Owner, the Development, nor any other parson or enlity shall have any right to claim Tax Credits
based on this Agreement, the Preliminary Award Letter or the Applications and THDA shall have no liability
therefore.

THDA will issue an IRS form 8609 for each building in the Development only if all terms, condilions, and
requirements of this Agreement, the Applications, the Qualified Allocation Plan and the Code are met. The
total of the housing credit dollar amounts reflected on the IRS form 8609 for each building in the Development
may be less than or equal to (but never mare than) the housing credit dollar amount specified in Section Vi
above.

THDA has made the allocation of Tax Credils reflected in Seclion VI above and entered inlo this Agreement
salely in reliance on information provided and representations made by or on behalf of the Owner in the
Applications. This Agreement and the allocation of Tax Credits reflected herein do not conslitute a
representation, warranly, guaranty, advico or suggestion by THDA as to (i) the qualification of the
Develapment, or any building coniained within the Development, for Tax Credits, or (i) the feasibility or viability
of the Development and no parson or entity in any way now or subsequently connected with the Development
or any other person or enlity may rely on this Agreement and the allocation of Tax Credits reflected herein or
on any other statements, writien or aral, of THDA for such purposes

The Owner hereby agrees and acknowledges that the delermination made In Section VIl above and the
sufficiency of evidence supporting the determinalion may be subject to fulura revision by THDA or the Internal
Revenue Service.

TENNESSEE HOUSING DEVELOPMENT AGENCY

J e wey B
BY: 4{/1‘ rur A St e Ak Date:  September 28, 2017

Donna Duarle, Director of Multifamily Programs

STATE OF TFNNFSSEF )
COUNTY OF DAVIDSON )

Befare me, Shekinah Whitney, a Notary Public of the state and counly mentioned, personally appeared Donra

Duarte, with whom | am personally acquainted (or proved 1o me on the basis of salisfactory evidence, and who, upon
oath, acknowledged that she is Director of Multifamily Programs with the Tennessee Hausing Development Agency,
the within named bargainor and thal she, as such Director, exccuted the foregoing instrument for the purpose therein,
by signing the name of Tennessee Housing Devalopment Agency by herself as Director of Multifamily Pragrams.

Wilness my hand and seal, at office, this 28th day of Seplember, 2017

e -
Notary Public A

My Commission Expires: September 7, 2021

= SOSTAYE OF .
= : TENNLSSES
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EXHIBIT "A"
LEGAL DESCRIPTION

THE LAND REFERENCED 1O ITEREIN BELOW IS SITUATED IN THE COUNTY OF TN
COUNTIES, STATIZ OF TENNESSEE, AND IS DESCRIBED AS FOLLOWS:

Land in the 9" Civil District of Washington County, Tennessee being more particulatly
described as follows:

Beginning at the South corner of Garden Drive and the intersection of John Lxum Parkway al an
iron pin new North 53°50°33" Lias(, a disiance of 154,92 feet 1o an iron pin new; thence along a
curve lo the right having a radius of 283.40 feet, an are distance of 305,38 feet, and a chord
bearing of North 84°42°41” Fast, with a chord length of 290.81 teet along the Southerly
boundary of Garden Drive; thence continuing aloug the Southerly boundary of Garden Drive,
South 64°25°08" East, a distance of 444.63 fcet to an iron pin new; thence South 25°35°38”
West, a distance of 145.96 feet to an iron pin new; thence South 64°54722” liast, a distance of
170,95 feet to the Westerly side line of Belmont Street; thence Southerly along Belmont Street,
South 28°03°25” West, a distance of 140,97 teet to an iron pin new and the pe of a curve to the
right having a radius of 25.00 feet, an arc distance ol 38.34 feet, and a chord bearing of South
71°59°42” West, with a chord length of 34,59 feet 1o the Northerly side line of Robinson Street
and an iron pin new; thence Westerly along (he Northerly boundary of Robinson Street, North
(4°04°00” West, a dislanice of 467,92 fect to an iron pin new and the pe of a curve to the lelt
having a radius of 240.00 {eel, an ure distance 0£210,39 feet, and a chord bearing of Norlh
89710750 West, with a chord length of 203.72 feet (o a iron pin new; thence South 65°42°19”
West, a distance of 39.49 feet to an iron pin new at the infersection of John Exum Parkway and
Robinson Drive and the pe of a curve 1o the right having a radius of 25.00 fect, an arc distance of
37.41 fect, and a chord bearing of North 71°25°33” West, with a chord lenglh of 34.02 feet to an
iron pin new on the liasterly side ol John Fxum Parkway und the pe of a curve Lo the right having
a radius of 727.07 feet, an are distance ol 97.32 [eet and a chord bearing of North 32°23°30”
West, with a chord length of 97,25 feet (o an iron pin new; thenee North 36°13°34” West, a
distance of 116.32 feet to an iron pin new and the pe ol a curve to the right having a radius of
25.00 feet, an arc distance of 39.34 feet and a chord beaving of North 08°48°29” last, with a
chord length of 35.38 feet to an iron pin new being at the intersection of John Exum Parkway
and Garden Drive to the point of beginning, containing 5.96 acres, more or less.

Waushington County Tax Map 0460, Control Map 0460, Group X, Parcel 001,00




Exhibit B
(Special Conditicns)
None.




Accepted this l-J day of OC'I'O.I)LK. 2017,

Owner:. Dunbar Apartments, LLC

BY: JCHA Dunbar, LLC

BY: .Jonnsun Cia/mwm Authonty
.r' ,.‘ "
e

BY:

Richard McClain, Executive Director

STATE OF [ennésse<. )
COUNTY OF was htm}_ﬁ‘d

Before me, —?HER A "«EEUAM . a Nolary Public of the slate and county mentianed, personally
appeared _ Q {r_y_.g ig-g .wnh whom | am persanally acquainted (or praved to onthe, .
asm of sall jﬂtoz mrldenc and wha, upon nalh, acknowledged herself/himself to be a/the Precidant-of
ﬂf? }the within named bargainar, a generalflimited partnership, and that
shelhe as such general paﬂner oxecutad the foregoing instrument for tha purpose therein contained, by signing the
name of the general/limitad partnership by herself/fhimself as general partner.

Witness my hand and seal, at office, this ‘}' day of Dd’&lﬂﬂ’ , 2017

Sl G, Bewai~

- Nalar  Public
My Commission Expires: z ;:-1'7/(‘_‘3

[ SEAL] j’;“ %

_3 7 “gTatE OF

£ : TENNESSEE ; =
E % NOTARY ; ¥
Z %, PUBLIC & §




Developer Entity Organizational Chart

Dunbar Apartments, LLC {OwnerEntity)

Keystane JCHA Dunbar, Inc

| DPKY Development Company, LiC 4
. Developer partner {Chief Manager) .
Johnson Oity Housing Autharity (Sote | )
WMember) 1 {rmust be hsted on Att S, remain
involved until placed in service date)

Member-managed

Kevin Young David Psimer Jesse Bowman

Member Member Member

Board of Commissioners (Tommy
Burleson, Jack Strickland, Kathy
Benedetto, James Tinner, Barbara
Love-Watterson)



Tennessee Housing Development Agency

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

Bill Haslam Ralph M. Perrey
Governor Executive Director
MEMORANDUM
TO: le-DA Board of Directors

FROM: onna Duarte
irector of Multifamily Programs

SUBJECT: Low-Income Housing Credit Program changes from the Consolidated Appropriation Act of 2018
DATE: April 30,2018

As discussed by Jeremy Heidt at the March THDA Board of Directors Meeting, the Consolidated Appropriation
Act of 2018 will impact the Low-Income Housing Credit program several ways.

Starting in 2018 and running through 2021, the Appropriations Act increases by 12.5% the amount of available
competitive (9%) housing credits for Tennessee. In 2018, the 12.5% is equal to approximately $2M in additional
housing credits and almost two housing credit developments at the $1.1M per development cap. THDA is
considering this increase as we develop the 2019-2020 QAP.

The additional and most significant change contained in the Appropriations Act was the creation of a new
minimum set-aside for housing credit developments. Previously, Tennessee developers were eligible to designate
either 20% of their units to serve households with an annual anticipated income of 50% of the average median
county income or less; or 40% of their units to serve households with an annual anticipated income of 60% of the
average median county income or less. Most developers in Tennessee designated all their rental units to serve
low-income households at either 50% or 60% of the average median county incomes.

Effective March 23, 2018, all developments which have not reported their minimum set-aside election to the
Internal Revenue Service are eligible to designate 40% of their units to serve households at an overall average
median county income of 60% or less. This allows developers to designate units to serve households at 80%,
70%, 60%, 50%, 40%, 30% and 20% of the average median county income as long as the overall average of those
units is 60% of the average median county income. For example, a 10 unit 100% low-income property could
designate four units to serve households at 60%, three units to serve households at 80% and the remaining three
units to serve households at 40%.

THDA is contemplating how to allow developments which have not reported their minimum set-aside election to
the Internal Revenue Service eligibility for the 60% Income Averaging provision in the Appropriations Act.

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



Page 2
Currently, we are in a very small minority of state housing finance agencies considering changes. As we come

to agreement on how to make 60% Income Averaging happen, we will ask for a change to prior THDA Qualified
Allocation Plans.

Please let me know if you have questions about the changes to the Low-Income Housing Credit program as a
result of the Consolidated Appropriations Act of 2018.

www.THDA.org - (615) 815-2200 - Toll Free: 800-228-THDA
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. 8609 Low-Income Housing Credit Allocation

Hen Decemiar 2008 and Certiﬁcation (LR R NI EEE RIS

Dapartment of tne Treasury
Pt b

Allocation of Crediy _
Check if: D Addition to Qualified Basis D Amended Form

> See separate instructhions.

A Address of building o Aot uze PO Boxi tegee ot ict ong) B M «cud adddress of housing crodit agonuy
100 Heritage Hills Court Tennessee Housing Development Agency
Building 100 404" James Robertson Parkway. Suite 1200
Rotkwoud, TH 37854 Nashville TN 37243-0900

C Nare acdrass a9 TIN of bulding owner ricg yng amncation O ¢ cvawer dentloaton nair e ot aqenty

Heritage Hills. LP
5583 Bobby Hicks Hwy, Suite 111

62-6001445

E 4% choysdead o oo aguaer b
Gray, TN 37615
TN12-41601
Ty p 454003955
1a Date of alocation 12/ 31 22011 b Maximum housing credit dollar amount aliowable by 9100.402
2 Maximum applicable credit percentage allowable (see mstructions) Lo . P2 9
i 1
3a Maximum qualified basis . . Lt SliHoes
b If the eligible basis used in the cornputat'on of line 3d was mcrm‘cd uw(,k the apphcablp box
and enter the percentage to which the eligible basis was increased {see mstructions) . 3b 130 %
Building located in the Gulf Oppontunity (GO) Zone Rita GO Zone or Wilma GO Zon«
[ section 42(d)(5)(B) high cost area provisions 0
4 Percentige of the aggreinie basis tinanced by tax-exempt bonds (f zeio enter -0-) 4 . A
§ Date luilding placed in service . . L L . e 07 24/ 2013
6 Chetk tne Hoxad tHat duuonik: U Aloodtion for e Guiamg wtis Wi THar apply)
a D Mewly cotmiolion ang tedivfa s sibsldicnd bl - Lo LTS IR B Yo RUATEYRLT Liat ) © [:] Exianng building
d iz, A0 0) 1D UITANON EXHWITUING '1.Jtt. Ay sUDSICizea ctD ] [ mevEnatnl .'.:: TR sures tal Jetiprily subsidized

1 W feoeally UubsklZng Ly roasan ol DRI plls i Yk ARy h2ts=li0 SUNIMIL 3 ot mb-nvoe gl sec 12ih;i5)

Signature of Authorized Housing Credit Agency Otflcval—(,ompleteo by Hausing Credit Agen(,y Only

Ur‘dv:r pmulnes of perjury, I dm.lnre tn‘at he "lIIOC’\IIOn rnade 1S N Lompluv]( vowath the .v_;uuevrmue ol wu:ov 42 of the Internal Revenue Code
and that | have examinad this form and o the dest of my knovdedge and bekef, the information is true, conect and complete

]// kﬁ ZE éd"_ ’Mlke Blade, D|reclor of Mulnfamlly Development > May 28, 2014

Nar 2 type o ortalj Dale
m Flrs‘l-'renr Comhwl:on—-t_- vt by Builditg Cleenes s Wit nespeito the First Year of the Crodht Femonl _
7 Eligible basis of building tsee instructions) . . . o 7| 113 ll’ fl_,-‘ 3-‘\ 3_
8a Original qualified basis of the building at close of first year of credit period 8a [[1 555 “
b Are you treating this building as part of a multiple building project for purposes of section 42 (see B -
instructions)? ) . . . ¥ Yes .3 No
9a If box 6a or box 6d is checked do you elect to reduce eligible bas.s under section 42(i)2)(B)? ! Yes i No
b For market-rate units above the average quality standards cf low-income units in the building, 4o you elect
1o reduce eligible basis by aisproportionate costs of non-low income units under section 42(d)3)(B)? . > .1 Yes ' No
10 Check the appropriate box for each election:
Caution: Once made, the foilowing elections are imevecabic \/
a Elect to begin credit period the first year after the bulding is placed in servien (section 42(0h0) - & ' ves No
b Elect not to treat large partnership as taxpayer isection 42()(5)) o R 4 i WS
¢ Flect minimum gEl-asue soguirangnt {3 '.-u a2t (see instryctions) L' 20-30 / 40-60 ET2560 (NYC oy
d Eiect deep rent sewetd prajent (seatin "y |’I)) (see mstruwons) _ 15-3G

Under penalties of perjury, | declate that 'hr abovn building continues o (]u(!lll, s a pd'l ot a guabficd |0w NCOMEe hCuSIr‘() project and meets v
requirements of Internal Revenue Cade section 42 1 have examines s lorni and attachments and 1o the best of my knowiedyge and belet, they
are '.'\n correct, and complete

y _Ep— y 45003955 , 44

Tavi:ay = denthoalon domihe Clate

) uul () {‘) i nuk.t A ) A5 %

Nn'm* famid s year

Far Privacy Act and Pnlwrw:)rl‘: Roduction Act Nolico, uie separnla mtraetions,  Cat bo #9610 rone BB0R ey 12 2005



. 8609 Low-Income Housing Credit Allocation
Bov Decenber M6 and Certification

Bonartment of the lreasury
Lo s Service

_ Allocation of Cradit
Check if: D Additior to Qualified Basis D Amer
A Address of buitding (do net asa PO noxg o coesinnctar

ONE i 130 0958

> See separale instructions.

Gat Form

B Noues At adidiesy of housing cradit agency

400 Heritage Hills Court Tennessee Housing Development Agency
Building 400 404 James Robertson Parkway, Suite 1200
Rackwood, TN 37854 ' Nashville, TN 37243-0900
c Nz\meA acaiess and TIN of building owner race iy 1'oiaben DV | 2over genatd faton cumder o1 agea
Heritage Hills, LP 62-6001 445
5583 Bobby Hicks Hwy, Suite 111 T o Tl o
Gray, TN 37615 TN12-41602
in p 45-4003955
1a Date of allocation »12 7 31 /2011 Maximum housing credit dollar ainount allowable ‘“’, $141,265
2 Maximum applicable credit percentage allowable (see nstructions) . .o 2 , 9 BEES—
3a Maximum quahlied basis 3a . SIFSeS, 800
b If the eligible basis used in the computat.on of e 3a was incl ik shimae i applinaole Do
and enter the percentage to which the eligilile basis was incr g 00 1t b 2 8

Building located in the Gulf Opportunity (GO} Zone, Rita G 0w 120 Zond
D Section 42(d)(5)(B) high cost area provisions

4 Percentage of the aggregate basis hnanced by tax-exempt boo i (b 2ae vt 0 4 ) g
5 Date building placed in service . . » 07 2402013 I
6 1, SR T TIOAHE LIRS ey i T Ml e el LG (cneck those that apply)
'J" N Constvidmd oo fucen il 1t [¢] fawy constucted ana not 'eoemlly subsidzed ¢ D Existing building
d B MY Pl s gty ek b e A 0 eE Sec dgon st pe g e ot fnaerlly subsidizod
i) '-' darally Fitmd fimt Ly el '_-':- Wl fido At on (lil? (E) QD il b A5 mtd | e “;: sec 42thjid)

Signature of Authotized Housing Credit Agency Official —Compieted by Housing Credit Agency Only

Unde- penalues of perjury | declare that the altocation made is 1 compliance weh the cquiraments of 5 soction 42 ob the Internal Revenue Godé,
and that | nave examined this form and to tha best of my knowledoe and behet 1ne information is true (,urm( L and completn

é( ;é\ Mike Blade, Dlrector of Multnfamny Deve|opment May 28, 2014
’ - ’ Tito n.n FREAI ] ’ [ANTE
m First Yeur Cemﬁcation—- arrplistid Ty Bulling O with respect to the Fist Taa of the Lrrziit rfenan
Eligible basis of building {see instructions) . . o 7 !7-5 7‘!’ gé'
8a Onginal qualified basis of the builcing at close of fi s ytdl of credit p=nod . . Bl joe1 eol
b Are you treating this building as part of a muitiple building project for purposes ol section 42 {see
inatructions)? | s M Yes N
9a If box 6a or box 6d is checked do you elect to 'Pducn elnq:ole DGsIS undrar seclion 42(i)}(2)}B)? U] VYes [T
b For market-rate units above the average quality standards of tow-income ynits 11t the buiicing, do you elect
to reduca eligible basis by disproporionate costs of rnon-low income: units under section AAN3ByT . w "l Yes Moy
10 Check the appropriate box for aach election:
Caution: Once made, the following elections are inevocabla V/
a Elect to begin cradit period the first year after the building s placed i service > (section 4201y B Yes i No
b Elect not to treat large partrersmp as taxpayel tsection 42{5{5n R 4 <1 Yes
¢ Elect minimum & uibes el Mt S (see mstuctiin h 20—50 (/40460 C5-60 (N Y.C oonly)
~ d Elect deep rent 5k .L'" i AeZiapdnidii (see structiony T 1540

a part of a qualifiea low ncome housing projact and rneeh, the
unzuunor 1y and 10 the best ot my knowledge and bebel they

unaer penalties of perjury, | declare that Hw above l)unldunp ol unun‘ ; E
requirements of Internal Revenue Code section 42 1 have axanired 1‘ i“ u m e
are triue Lnmie and complete

e

N T ) W5~ Heo 3755 , «{/7//}

" agentihe FReIT]

’ bqug) f.‘u Iﬁ*‘\ . ’ \7—2&/)

Name [k i

For Privacy Act and Paperwork Roduction Act Notice, see separate instructions.  Cut o Awsty  Torn 8808 ke 10 200



... 8609 Low-Income Housing Credit Allocation
ey December 2008; and Certification

Departnent of the Treasury

Tiodide Bias il
GZM Aiccation of Credit
Cneck if ] IArJui!ion to Qualifiey Basis D Alrlr:r‘.(lt:zj Fm'_n S -

A Address ol building (GO ot uss P U GOy, ne nstet g

B WO 125G GoEe
» See separate instructions.

; U Moz and a1diess of housing credit agency
600 Heritage Hills Count Tennessee Housing Development Agency
Building 600 404 James Robertson Parkway. Suite 1200
Rockwood, TN 37854 Nashville, TN 37243-0900

C Royte witess and 1IN of building owner race vy 4 o aton [ Foruayer dentbeat on sgmoer of g o,

.'Pime‘rit.}ne Hills, LP

62-6001445
5583 Bobby Hicks Hwy, Suite 111

FEoliag donntratenoa g e N
Gray, TN 37615
TN12-41603
L p 45-4003955
1a Date of allocation B 12 /317 2011 b ypasinum housing credit aollar amount allowabie L SIBSG
a9
2 Maximum applicable creait perceintage allowable (see mstrections) S22 "
. g 240 1
3a Maximum qualitied basis . o . L . . L 52.490.53
b It the eligible basis used in the computation of lins 3a was increased check the appiicable box i .
and enter the percentage to which the eiigible basis was incrrased (see instructions) . . 8k, E3.
Building locatnit in the Guit Opportunity (GQ) Zone, Rita <. Zona. or Wilna GO Zone 5 i
[ section 42(d)(5)B) high cost area provisions . i b
4 Percentage of the aggregate basis financed by tax-exempt vonds (If zero. enter -0- ) 4

§ Date building placed in service L o . » 07 /242013 |
6 Check the boxes that describe the allocation for the builking check those that applyr:
a Nty constagien ang tienoaly suibroized b Mugy conutipgraa and nol toanolly gussnnzes - c D Existing musiching
d O se A2 rehiabltghion sapenditales federally subsioed e[] Ser aow b0 expenothires not Yeaerally aunisl
_ D_ Nov fsgeraily subsaimsad Dy reason of 40-50 rule under sec a2ui2iE g f :

1."1,—1‘1

wANE okt RET S G0

Signature of Authorized Housing Credit Agency Official—Completed by Housing Credit Agency Only

Under penalties of penury. | declare that the aliocation made is 1 complianc e with te requitemensts of sector 42 of the internai Revenue Code.
ano that | nilue, gauimiead this 1 et 1o the bast of my Knowioizge and LIl 1ne CIs o is true, noucs and comphse.

) 7 é{_ %, ’Mike Blade, Direstor of Mulllfamily Developiment ) May 28, 2014

SURre af mehoe et B e w e [STRAIRLIN Date

LZII First-Year Cetification—Coibletad by Sulidng Owesr wih i G to the First Year 7 the Lioalli Pl
7 Eligible basis of building {see mstructions) ) .o oo 7 335’ %/ L=
8a Onginal guahhed basis of the building at close of first yeat of credit penwd 8u Qiews 3|

b Are you treating lhis building as part of a muitiple bulding project for purposes of section 42 (see 1/ o
instructions)? . . S g Yes i No
9a If box 6a or hox 6d is checked. do you elact to reauce eingible basis under section S20)2nB)7 i oYes i . No
b For markat-rate units above tne average quality standaras ol low-income units 11 the bulding ¢o you eiect ’
to rechice eligible basis by cisproportionate costs of non-low incame umits urdir section A20e3)iB; 7 > “lYes No
10 Check the appropnate box tor each elaction:
Caution: Once made. the following elections are inrevocable [/
a Elect to begin credit period the first year atter the building 1s placed i service (section 42(0win P Yes N
b Elect not to treat large partnershio as laxpayer (section 425 » © Yes
¢ Elect minimum sel-asale @gulrement soaton g (see instructions) . 20-50 !//1"—60 C 5 25-B0(NYC only)
d Elect deep rent shawen projsct imachon 1Al :||Li|_ {see Hlstvuch_ons) 1540

U;aer penalties of parjury, | declare that the abave builcing continues to Quaiity as a parl ot a qualimed love iIncomae housing project a!jd nmats‘ the
requirements of Internal Revenue Cade section 42 | have examinga 1his lorm and aitachments and ta the hast of my knowledge and belisf, they

are lrog=egirilt, and complete
= =N . Ys-aw3rss . S

i +
} Tavnayer fenbicaron unod: [T

) bf.w.\ 5%’;'1:-"\ ) 201> :

Name i lease Py 4

For Privacy Act and Paperwork Reduction Act Notice, see separate instructions.  Cur tin #3981 Foom BEOY Re. 122008




. 8609 Low-Income Housing Credit Allocation

e Drcener 2008) and Certification B NG 1his (1668
‘)I?I"Jra":'_“r”: R T"’““"& > See separale instructions.
Allm..anon of Crouit
Check if: Aadition to Oualunud Basis D Amendiee Forn - - B
A Aacress of building o not uss P O b sae st 10t oot B8 e ard addeess of housing credit ogency
700 Heritage Hills Court Tennessee Housing Development Agency
Building 700 404 James Robertson Parkway, Suite 1200
Rockwood, TN 37854 Nashvilie, TN 37243-0900
C  Name. pumress and TN oi bulding owner rcce g it an D Erpoer donblodhion ram caer of aguni
Herltaga Hills, LP 62-6001445
5583 Bobby Hicks Hwy, Suite 111 B Bor iy dént be Ao ropeise 1hithe
Gray, TN 37615
cn p 45-4003055 TN12-41604
1a Date of alocation »12 A31A ;2010 Maximum housing credit dollar amount allowable ;b il
- ; a
2 Maximum applicable credit percentage allowable (see nstiuctions) 2
3a Maximum qualbfied basis ‘ . | da 52100531
b if the aligible basis used In the computahon of ine 3a was increased. check the applicable box
and dpler the parcentdgs to which e cunbile biesis was incraased (see iistrutlicnn) | . L 139 %
Busling lorate in the Gl Oppaturity (0] Zone, Rita 1101 Zone, or Wiiru (40 Zone
Soctmn 42(i5iB1 High Set pren proviam I 0
4 Percentage of the aggregate bhasis financed hy tax exempt bonds (I zaro. entor Q- 4 —_———
5 Dale building placed in service > 07 /24/ 2013 | I
6  Check the boxes that describe the d‘lO(,dllOl] fur ‘ht—‘ buxlamg {check those that apply):
a Newiy constructed and federaily subsicized b . Newiy wnrlrurlw @nd not federally subsidized ¢ D Existing buriding

d [ sec 42(e) rehabilitation expenditures federaty supsidized e[] Sec AZ2(e) rehabiitaton expencinires nol federally subsigrzae
t [ Not federally subsidized by reason of 40-50 rule under sec. &2 {12)(E) glj Allocation subjest 16 ronitebl sal-istide under sec. 811G

Signature of Authorized Housing Credit Agency Ofiicial—Completed by Housing Credit Agency Only

Under penalties of peri.m I oeclare inat e allocation made is 1 compliance witli the reguirements ot secton 42 of the Intemal Revenue Coce,
and that J # A QAT il o the bast of my knowledae ang bt e b aton s bue, Coopct and complate.

LR

h W, Mike Blade Dirvctor of r.-umunmy Developimant May 28.2014
' oy Ayl 'an ' ow}. iy 10 mr'n b NI
m First-Year Cerificatiorn— it U By Oweers with respect to the First Year of the (“redit Fetjp
Ehgible basis of building {see instruclions) .o . .;?WJ ”{ {
88 Original qualilied basis of the building at ciose of st yedr of eradi periot! 83 e 53!
b Are you treating this building as part of 2 muitiple building project for purpzoses of section 42 (see .
instructions)? o \//Yes i No
9a If box 6a or hox 6d 15 (_hf-‘Ck()d do you elect to '(,{.1UL“ c'|(1|blr basis under section 42(H{248)7 T 1 ves i ! No
b For markel-rate units above the average queilty stancarcs of lovi-income in e builoing do you elict
to reduce elgible basis by disproperionate costs of ron-ow incone urits uder sechion 42id3B? . » Yes No
10 Chech the appropnate box tor each elaction:
Caution: Once made, the tollowing elections are inevocaple /
a Elect to begin credit period the first yoar atter the builiding s placea in service Gachion 42iH(1) » 4 Yes Na
b Elect not to treal large parlinership as taxpayer (section 42()(5)) / » 1 Yes
¢ Elect minimum set aside requirernent section 42(g)) (see irshiuctions) S 20 580 60 25-3) (NY.C. only

d_Elect deep rent skewed project {section 14 A20d)(4)B)) (see mstiuctong {1540

Unaer penalios of perpiry, { declare that 1ng abo /¢ Suildmg continuas o quidity as a part of a qualified low ncome nousing project .mn meoets lh.»
raquirements of intarnal Revenue Code section 42 1 nave examined s fornt ana attushments, and te the best of my knawleage ana beliel, they

are true, Sorrett and conplete
== C— %y
’ ' ’ Fisnaye: > Dt

) ;)’.{ wi -J‘ f-;:f"*u‘\ ) {)‘ZO/)
Narme madu bgm G o0

For Privacy Act and Paperwork Reduction Act Notice, see separate instructions. G T a1 Torm BBOY ey 12 0005

7 :nd ((.ul 4N ramber




.. 8609 ~ Low-Income Housing Credit Allocation

s o
Hew Decemonr 2004) and Certification GUR Ne 15 8 gs2
Bepart vent af the Treasury st

a e Sor :;.’. . > See separate instructions.

Allecation of Sradit
Check if: ] Addition to Quaiified Basis [ ] Amended Form - - a
A Addrass of building ((0 ot usa P O ox, wea agie wiong

800 Heritage Hills Court

B Nare anyg address of housng credit agency
Tennessee Housing Development Agency

Building 900 404 James Robertson Parkway. Suite 1200
Rockwood, TN 37854 . Nashville, TN 37243-0900
C Nama admiess and TIN ol building owner race:ving aracaton D Fmgloyer dent l Laho" ‘um/!;en ::'> ;IJL ney

Heritage Hills, LP
5583 Bobby Hicks Hwy, Suite 111
Gray, TN 37615
fry o 45-4003955 e

62-6001445

E Badngidanttoaton nimoar (&IN;

1a Date of allocation w12 ../,31 I3 2011 b Maximum housing ciedit dollar amount allowable

1b 5189 048
i

2 Maximum applicable credil percentage aflowable (see nstruclions) . 2 " ¢
3a Maximum qualified basis ) . da il R
|
b il the eligibte basis used in the (,omputdnon of hne ia was mcrsasod check the applicablc box
and enter e Lercaringe to which tie atmibie basis was increased (sec instructions) . . b 130 9%

Bulumy located 1 [he Gulf Oy parturity 501 Zone, Rita GO Zone. or Wimna GO Zone
[ sectian 421ait6is; Igh GOt B Jaresy i :

4 Percentage of the aggragate basis financed by lax-exemnpt bonds. (If zero. enter -0-) 4 <

§ Date building placed in service . . . » 07 ;2472013 |

6 Check the boxes that describe the alloczmon ror th\, building {check those that apply):

a Newly constructed and federally subsidized b Newly constructed and not federally subsichzed c D Existing building

d Sec 42(e) rehabilitation expenditures federally sub5|dnzed e[ Sec. ik ~'st tetion expanaiuies not 'ocolly subsidized
f D Nol federallv subsidized p1y reason of _40-50 rule under sec 42{iRNE) gl Pt BT AN witur set 42(hiS)

T

Signature of Authorized Housing Gredit Agency Oﬂlcml—Compleled by Housing Credit Agency Only

Under penaltiny 6f porjur, Wrm mar I"‘l:mion Ko is ONIPIIUMIE WATTY TRE. DU HIITI O 50

n 42 of e miathal Besrnue Code
nor, acd caniole

and that | by g A lu-'-- i L twt of imv knnwingiie 0o bangl Wit NLoIMATILA 1B Ll SO
% QL W Mike Blade, Ditactas ol Moltifamily Devalapinment May 28, 2014
g ' !y MR

m First Year Gemﬂcalion-r cepgted b, Builsing Owners with rekivct to the First Yea Eaf_trﬁ(zredit Period
Eligible basis of building {see instructions) . . L . . .;' 35| '5)‘ &
8a Qniginal qualitied basis of the building at close of first year of credit period 33 R 1005 31
b Are you treating this building as part of a multizle building project tor puroses of section 47 see / .
instructions)? . Shhi. i No
9a If box 6a or box 6d is checked. do you elect to reduce ehqnbic basis unaar section 42062)(8)? .1 Yes .1 No
b For market-rate units above the average guality standards of low-income urits in the building, co you elect

to reduce ellglble basis by disproportionate costs of non-low income units under section 42{di3KB)? > ! Yes i No
10 Check the -appropriate box for each election:
Caution: Once made, the following etections are mevocable. y/ B
a Elect to begin credit period the first year after the huiiding 1s placed i service (section 32{H){1)) » V' vYes ... No
b Elect not to treat large partnership as taxpaye: (section 42{)(5)) - »> Yes
¢ Elect minimum set-aside requirement (section 42(g)) (see instructions) . 20-50 ‘¥ 40-60 L ,’ 25-60 (N.Y.C. only
d Elect deep rent skewed project (section 142(a)(4)(B)) (sea instructions) _!._i 15-40

under penalties of perjury, | declare that the above building continues to gualify as a part of a qualilicd low income housing projoct and meets the
rnasramdn of Intemal Revenue Code section 42, | have examined this form ard attachments, and to the best of my knowledge and belhal, they

are nue"?.'nr-».‘_:md cHwinte ’
. s -to0 3955 , L/

)
> bau d f* e b )T

Nane T ! (L] Tax sear

For Privacy Act and Paperwork Heductlon Act Notice, soe separate instructions.  Cat o €3341U Form 860D iRe. 7 2008,
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