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m MINNESOTA
HOUSING

MEETINGS SCHEDULED FOR NOVEMBER

Minnesota Housing
400 Wabasha Street N. Suite 400
St. Paul, MN 55102

THURSDAY, NOVEMBER 15, 2018

Finance & Audit Committee Meeting
Lake Superior Conference Room — Fourth Floor
11:00 am

Regular Board Meeting
Lake Superior Conference Room- Fourth Floor
1:00 p.m.

NOTE: The information and requests for approval contained in this packet of materials are
being presented by Minnesota Housing staff to the Minnesota Housing Board of Directors for
its consideration on Thursday, November 15, 2018.

Items requiring approval are neither effective nor final until voted on and approved by the
Minnesota Housing Board.

The Agency may conduct a meeting by telephone or other electronic means, provided the
conditions of Minn. Stat. §462A.041 are met. In accordance with Minn. Stat. §462A.041, the
Agency shall, to the extent practical, allow a person to monitor the meeting electronically and
may require the person making a connection to pay for documented marginal costs that the
Agency incurs as a result of the additional connection.
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400 Wabasha Street North, Suite 400

MINNESOTA i e
HOUSING F: 651.296.8139 | TTY: 651.297.2361

www.mnhousing.gov

AGENDA
Minnesota Housing Board Meeting
Thursday November 15, 2018
1:00 p.m.
Call to Order
Roll Call
Agenda Review
Approval of Minutes
A. (page 5) Regular Meeting of November 1, 2018

P winNR

5. Reports
A. Chair
B. Commissioner
C. Committee
6. Consent Agenda
A. (page 9) 2019 Meeting Schedule

7. Action Items
A. (page 11) Housing Tax Credit Program, Increase Annual Monitoring Fees

B. (page 15) Approval, Rental Rehab Deferred Loan (RRDL), Pilot Program Extension and
Future Program Development Update
C. (page 21) Approval, Adoption of Bond Resolution for Rental Housing Bonds, 2018 Series C
(Boulevard)
8. Discussion Iltems
A. (page 105) Hunger & Homelessness Presentation
9. Information Items

A. (page 109) 2018 Affordable Housing Plan and 2016-19 Strategic Plan: Fourth Quarter
Progress Report
B. (page 117) Post-Sale Report, Homeownership Finance Bonds, 2018 Series GH
10. Other Business
None.

11. Adjournment
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DRAFT Minutes
Minnesota Housing Board Meeting
Thursday November 1, 2018
10:00 a.m.

1. Call to Order.
Chair John DeCramer called to order the regular meeting of the Board of Minnesota Housing
Finance agency at 10:03 a.m.

2. Rollcall.
Members Present: John DeCramer, Craig Klausing, Stephanie Klinzing, Rebecca Otto, Joe
Johnson, Damaris Hollingsworth and Terri Thao.
Minnesota Housing Staff present: Tal Anderson, Ryan Baumtrog, Nick Boettcher, Sara Bunn,
Wes Butler, Kevin Carpenter, Jessica Deegan, Matt Dieveney, Suzanne Dilla, Allison Ehlert,
Rachel Franco, Brian Haefner, Anne Heitlinger, Summer Jefferson, Kasey Kier, Barbara Kochevar,
Dan Kitzbeger, Tresa Larkin, Amy Larson, Song Lee, Lori Lindberg, Nira Ly, Paul Marzynski, Eric
Mattson, Leighann McKenzie, Tom O’Hern, Ashley Oliver, Charissa Osborn, Tony Peleska, Devon
Pohlman, Caryn Polito, Paula Rindels, Megan Ryan, Danielle Salus, Terry Schwartz, Anne Smetak,
Barb Sporlein, Kim Stuart, Jodell Swenson, Susan Thompson, Mike Thone, Mary Tingerthal, and
Que Vang.
Others present: Ramona Advani, Office of the State Auditor; Cory Hoeppner, RBC Capital
Market; Kathy Kugel, Dakota County Community Development Agency; Melanie Lien; Piper
Jaffray; Anne Mavity, Minnesota Housing Partnership;

3. Agenda Review
Chair DeCramer indicated there were no changes to the agenda.

4. Approval of Minutes
A. Regular Meeting of September 27, 2018
Motion: Stephanie Klinzing moved to approve the minutes. Seconded by Rebecca Otto.
Motion carries 6-0.

5. Reports
A. Chair
None.

B. Commissioner
Commissioner Tingerthal shared the following with the board:

e Annual selection projects will be announced this afternoon. $1.7 billion investment
into the State of Minnesota over the last eight years.

e We won two award of excellence at the NCSHA Annual Conference. The
Rehabilitation Loan Program and Publically Owned Housing Program were
recognized for their great work with Minnesota’s lowest income populations.

e Phase Il of our office remodel has begun. We’re making changes to a variety of
spaces, including the expansion of the Mille Lacs conference room.

New Employee Introductions:

e Wes Butler introduced Brian Haefner, Loan Origination Director, Multifamily
Division.

e Renee Dickinson introduced Kim Vo, Compliance Officer, Multifamily Division.

C. Committee
None.
6. Consent Agenda
A. Commitment, Low and Moderate Income Rental (LMIR) and LMIR Bridge Loan

- Boulevard, D8022, Mounds View
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Motion: Terri Thao moved to approve all items on the Consent Agenda. Seconded by Joe
Johnson. Motion carries 7-0.

Action Items

Kasey Kier, Assistant Commissioner, Single Family and Wes Butler, Assistant Commissioner,
Multifamily reviewed a presentation highlighting the Agency’s funding over the last eight years.
A. Single Family Selections, Community Homeownership Impact Fund

Staff presented to the board a request for approval of the Single Family Consolidated Request
for Proposals (RFP) and Community Homeownership Impact Fund (Impact Fund) Selection and
Funding Committee Recommendations.

Chair DeCramer opened up the discussion. There were no questions from board members. The
voting for selections was broken out into two parts- Metro and Greater Minnesota.

Motion: Damaris Hollingsworth moved to approve Single Family Metro Selections, Community
Homeownership Impact Fund. Seconded by Craig Klausing. Terri Thao abstained. Motion carries
6-0. Motion: Stephanie Klinzing moved to approve Single Family Greater Minnesota Selections,
Community Homeownership Impact Fund. Seconded by Terri Thao. Chair DeCramer and Joe
Johnson abstained. Motion carries 5-0.

B. 2018 Multifamily Selections, Amortizing and Deferred Loans, and 2019 Housing Tax
Credits and Reservations of Tax-exempt Bond Volume Cap Authority
Staff presented to the board a request for approval of the following resolutions and noted that
there were a few minor changes in the spreadsheets (updated documents were available):
e Adoption of a resolution approving the selection of projects, and the commitment of
deferred financing related to the following programs and/or funding sources:

e Economic Development and Housing Challenge (EDHC)

e Preservation Affordable Rental Investment Fund (PARIF)

e National Housing Trust Fund (NHTF)

e HOME Investment Partnership (HOME)

e Housing Infrastructure Bond (HIB) Proceeds
e Adoption of a resolution approving the allocation of federal Low Income Housing Tax Credits
(LIHTC) and the granting of waivers related to federal Low Income Housing Tax Credits
o Adoption of a resolution approving selections under the Low and Moderate Income Rental
(LMIR) and Flexible Financing for Capital Costs (FFCC) programs
e Adoption of a resolution approving the reservation of estimated tax-exempt bond volume
cap authority
Chair DeCramer opened up the discussion. Stephanie Klinzing inquired about the proposals
that may have needed a waiver to go forward and the waiver was not applicable. Devon
Pohiman provided more detail on the selection process which involves a substantive review of
the highest scoring proposals given available funding. Projects are then evaluated to ensure
project feasibility and sufficient capacity of the development team, along with any potential
need for a Board waiver and whether the conditions of the needed waiver meet defined
eligibility criteria and should be recommended to the Board of Directors. Chair DeCramer
thanked all the staff for their work on the project selections.

Motion: Craig Klausing moved adoption of a resolution approving the selection of projects, and
the commitment of deferred financing related to the following programs and/or funding
sources:

. Economic Development and Housing Challenge (EDHC)

. Preservation Affordable Rental Investment Fund (PARIF)
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. National Housing Trust Fund (NHTF)
o HOME Investment Partnership (HOME)
. Housing Infrastructure Bond (HIB) Proceeds.

Seconded by Terri Thao. Motion carries 7-0.

Motion: Stephanie Klinzing moved adoption of a resolution approving the allocation of federal
Low Income Housing Tax Credits (LIHTC) and the granting of waivers related to federal Low
Income Housing Tax Credits. Seconded by Damaris Hollingsworth. Motion carries 7-0.

Motion: Terri Thao moved adoption of a resolution approving selections under the Low and
Moderate Income Rental (LMIR) and Flexible Financing for Capital Costs (FFCC) programs.
Seconded by Craig Klausing. Motion carries 7-0.

Motion: Stephanie Klinzing moved adoption of a resolution Adoption of a resolution approving
the reservation of estimated tax-exempt bond volume cap authority. Seconded by Rebecca
Otto. Motion carries 7-0.

C. Resolution Authorizing the issuance and sale of Minnesota Housing Finance Agency
Residential Housing Finance Bonds, 2018 Series EFG

Kevin Carpenter noted that the Annual Financial Report is available in hard copy and also on our

website.

Kevin Carpenter presented to the board a request for approval of the resolution authorizing the

issuance and sale of Minnesota Housing Finance Agency Residential Housing Finance Bonds,

2018 Series EFG. Michelle Adams, Kutak Rock joined the discussion to review the board

resolution.

Chair DeCramer opened up the discussion. There were no questions from the board. Motion:
Rebecca Otto moved to approve the Resolution Authorizing the issuance and sale of Minnesota
Housing Finance Agency Residential Housing Finance Bonds, 2018 Series EFG. Seconded by Joe
Johnson. Motion carries 7-0.

D. Resolution authorizing the issuance and sale of Minnesota Housing Finance Agency
Residential Housing Finance Bonds, 2018 Series H

Kevin Carpenter presented to the board a request for approval of the resolution authorizing the

issuance and sale of Minnesota Housing Finance Agency Residential Housing Finance Bonds,

2018 Series H. Michelle Adams, Kutak Rock joined the discussion to review the board resolution.

An updated page 288 was handed out to board members as it now shows Royal Bank of Canada

as the 2018H Swap Counterparty.

Chair DeCramer opened the discussion. There were no questions from the board. Motion: Joe
Johnson moved to approve the resolution authorizing the issuance and sale of Minnesota
Housing Finance Agency Residential Housing Finance Bonds, 2018 Series H. Seconded by Craig
Klausing. Motion carries 7-0.

Discussion Items
None.

Information Items
A. Post-Sale Report, State Appropriation Bonds (Housing Infrastructure) 2018 Series ABCD

Page 3
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B. Report of Complaints and Inquiries by Agency or Chief Risk Officer

10. Other Business
Commissioner Tingerthal reminded the board that a Finance and Audit Committee will take
place prior to the board meeting on November 15. There will be two items for discussion, Risk
Management practices and Potential Revisions to Board policy on Investments. The board
meeting will include a presentation on Unsheltered Homelessness.

11. Adjournment
The meeting was adjourned at 11:33 a.m.

John DeCramer, Chair

Page 4
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m HOUSING Date: 11/15/2018

Item: 2019 Meeting Schedule

Staff Contact(s):
Rachel Franco, 651.296.2172, rachel.franco@state.mn.us
Mary Tingerthal, 651.296.5738, mary.tingerthal@state.mn.us

Request Type:

] Approval No Action Needed
1 Motion [ Discussion
[] Resolution Information

Summary of Request:
Staff requests approval of the 2019 meeting schedule. Committee and special meetings will be
scheduled as needed and in consultation with board members.

Fiscal Impact:
None.

Meeting Agency Priorities:

Address Specific and Critical Local Housing Needs

Finance Housing Responsive to Minnesota’s Changing Demographics
Preserve Housing with Federal Project-Based Rent Assistance
Prevent and End Homelessness

Reduce Minnesota’s Racial and Ethnicity Homeownership Disparity

oogooo

Attachment(s):
e Meeting schedule
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Board Agenda Item: 6.A
Attachment: Meeting Schedule

All meetings are on Thursdays and will begin at 1:00 p.m. unless otherwise noted.

2019 Schedule of Minnesota Housing Board Meetings

January 24

February 21

March 21

April 25

May 23

June 20

July 25

August 29 (one week later to accommodate audit completion)
September 26

October 17 (morning meeting for RFP selections)
November 21

December 19 (one week early due to Christmas Holiday)
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m M I N N E S O TA Board Agenda Item: 7.A
HOUSING Date: 11/15/2018

Item: Approval, Housing Tax Credit Program, Increase Annual Monitoring Fees

Staff Contact:
Renee Dickinson, 651.296.9491, renee.dickinson@state.mn.us

Request Type:

Approval [J No Action Needed
Motion [ Discussion
[] Resolution [ Information

Summary of Request:
Staff requests approval to increase housing tax credits (HTC) annual compliance monitoring fees
beginning in 2019.

Fiscal Impact:

Increasing fees aligns with the proper compensation for the work that staff performs to effectively
monitor HTC properties. The recommended changes are projected to increase Agency fee revenue from
HTC monitoring from approximately $650,000 per year to $850,000 per year.

Meeting Agency Priorities:

Address Specific and Critical Local Housing Needs

Finance Housing Responsive to Minnesota’s Changing Demographics
Preserve Housing with Federal Project-Based Rent Assistance
Prevent and End Homelessness

Reduce Minnesota’s Racial and Ethnicity Homeownership Disparity

Ooodn

Attachment(s):
e Background
e Request Details
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Agenda Item: 7.A
Request Details

Background:

Staff is recommending changes to its HTC annual compliance monitoring fees. Minnesota Housing has
not revised its HTC annual compliance monitoring fee structure since 2002 after the IRS passed
regulations requiring inspections once every three years. Prior to those regulations, inspections were
required once every five years. In 2005, Minnesota Housing established its compliance and monitoring
procedures for properties in the Extended Use Period (EUP) and established the current $15 per unit,
per year fee during the EUP because inspections are less frequent (required once every five years during
the EUP).

In 2016, the IRS published regulations that require monitoring agencies to inspect 20 percent of units in
each HTC “project” and to include vacant units in sampling. The IRS defines a “project” as a single
building unless the owner elects to treat multiple buildings as a project on line 8b of IRS Form 8609.
Because Minnesota Housing has over 430 properties with multiple buildings, this new requirement
means that more due diligence is required during unit selections to ensure the Agency fully complies
with monitoring regulations. In some cases, compliance officers must inspect more units than were
required under old regulations.

The 2016 IRS regulations also established a cap on the total number of units needing to be inspected
and allowed monitoring agencies to utilize HUD’s Real Estate Assessment Center (REAC) inspections
process; however, the cap is only applicable to properties with more than 100 units, which represent
only about 10 percent of the properties in Minnesota Housing’s portfolio. More importantly, utilizing
REAC inspections has not greatly reduced the overall amount of time spent on inspections, as the
compliance officer still needs to track which properties will be subject to REAC inspections each year and
then set up those projects in HUD’s alignment portal. For those properties eligible for a REAC inspection,
Minnesota Housing compliance officers still need to review property administrative records, perform
tenant file reviews, and, once they receive the REAC report, they need to carefully evaluate the results
and follow up on any noncompliance in the same manner as if they had conducted the actual inspection.
In addition, there have been times when staff discovers that a REAC inspection is no longer required due
to the payoff of HUD financing mid-year, so the Agency ends up inspecting properties that it did not
anticipate having to inspect.

The recommended fee structure results in an average of $25 per unit per year over a 30-year
compliance period (less for properties covered by Minnesota Housing’s Memorandum of Understanding
(MOU) with USDA Rural Development and those subject to federal inspections in the EUP). The amount
of the recommended increase in the fee structure is supported by an assessment of the following
factors:

e Compliance staff time-coded entries in the most recent fiscal year to tax credit units

e Time attributed to tax credits units’ post-production activity by legal staff, support staff,
underwriting (RFA) staff, the Agency’s chief risk officer, and asset management staff

e Average time spent by the agency’s business technology support (BTS) staff for annual
maintenance and upgrades to the agency’s Property Online Reporting Tool

e A portion of the compliance team’s FY 2018-2019 budgeted expenses for travel and employee
training regarding tax credit units

e Indirect costs attributed to time-coded entries related to compliance of tax credit units.
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Agenda Item: 7.A
Request Details

Minnesota Housing charges fees on all units, including HTC restricted units. There are 34,378 units in our
current portfolio of tax credit properties, which means, based on time-coded entries, the monitoring
costs average $24.95 per unit. Increasing HTC fees to a level that will produce an average of $25.00 per
unit will better align the fees with Agency expenses related to monitoring HTC units. Request Details:

Beginning in 2019 (fees due February 2020) the recommended new annual monitoring fee structure
would be as follows:

e S30 per unit per year for properties in compliance years 1-15 — previously $25

e S20 per unit per year for properties in years 16-30 — previously $15

e 520 per unit per year for properties financed by USDA Rural Development covered under
Minnesota Housing’s MOU in compliance years 1-15 — previously $15

e SO per unit per year in years 16-30 for properties subject to inspections by USDA Rural
Development or HUD for project-based Section 8 — no change

e S0 per unit per year in the 3-year protection period following termination of the Extended Use
Period — no change

The Housing Tax Credit Compliance Guide will be updated to reflect this change.

Staff requests approval by the Board of the recommended fee structure.
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m M I N N E S O TA Board Agenda Item: 7.B
HOUSING Date: 11/15/2018

Item: Rental Rehab Deferred Loan (RRDL) — Pilot Program Extension and Future Program Development
Update

Staff Contact(s):

David Schluchter, 651.296.8161, david.schluchter@state.mn.us

Irene Ruiz-Briseno, 651.296.3837, irene.ruiz-briseno@state.mn.us

Request Type: Select from one column only. Resolutions always require a motion.

Approval [J No Action Needed
Motion [] Discussion
] Resolution 1 Information

Summary of Request:

Staff would like to provide a brief status report on the current state of the RRDL program along with an
overview of proposed program changes to be implemented in 2019. In addition, staff is asking for
approval of several administrative extensions and $1.1 million in increases to original funding awards.
Fiscal Impact:

The RRDL Program is funded with state appropriations. Minnesota Housing’s current 2018-2019
Affordable Housing Plan has $9,735,313 allocated to the RRDL program. The $1,100,000 increase to the
original RRDL awards will be funded from the $9,735,313.

Meeting Agency Priorities:

Address Specific and Critical Local Housing Needs

Finance Housing Responsive to Minnesota’s Changing Demographics
Preserve Housing with Federal Project-Based Rent Assistance
Prevent and End Homelessness

Reduce Minnesota’s Racial and Ethnicity Homeownership Disparity

OO0OX OKX

Attachment(s):

e Background and Extension Request

e Current Program Delivery Models (Attachment A)
e RRDL Redesign: Proposed Concepts (Attachment B)
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Agenda Item: 7.B
Background

Background:

(Refer to Attachment A, illustrating current program delivery)

RRDL provides 0% deferred loans up to $300,000 for smaller developments located in Greater
Minnesota. The program supports smaller, unassisted and federally subsidized properties.

The RRDL Program was originally intended to deliver 75 percent of RRDL appropriations through a
network of local administrators who serve specific geographical areas of the state. This portion of the
program is referred to as the Program Model. It contains two distinct loan products:

Program Model:

Property Type Loan Type Loan Amount Threshold
1-4 units 100% forgivable Not to exceed $100,000
5 + units 10% forgivable $100,000 - $300,000

For many reasons, the Program Model has had limited success and limited impact. There has also been
an uneven geographic distribution of lending throughout the state, both overall and by project type.

In addition to the Program Model, agency staff processes project specific applications (Specific Project
Model) on a pipeline basis. The original intent of the RRDL Program was for 25 percent of the
appropriations to be delivered through this more direct route, with agency staff working directly with
the building owner. To date, the RRDL Program has processed eleven project-specific applications, seven
of which have an existing USDA Rural Rental Housing Loan (Section 515) mortgage.

Since inception, the RRDL program has assisted in the renovation of 1,511 units located in 88
developments throughout the state. Contained within these 88 developments, the program has made a
more meaningful impact on 25 USDA Rural Development (USDA) multifamily buildings. These buildings
traditionally have professional property management and audited financials, which allow staff a solid
underwriting platform.

Within the 88 completed projects are a number of smaller buildings that fall within the 1-4 unit building
category, but fewer than anticipated. Staff readily recognizes the importance of this naturally occurring
affordable housing (NOAH') stock located throughout the state, and these assets are a key target for
RRDL Program funds. The age of this housing stock, along with common characteristics associated with
smaller buildings and owners have challenged both program administrators and Minnesota Housing
staff in successfully closing loans for this building type under the current program guidelines.

Though success has been mixed, the Agency remains committed to delivering an effective program for
these properties and owners, given their importance to affordable housing in Greater Minnesota. This
was reinforced by the recent publication of More Places to Call Home: Investing in Minnesota’s Future;
Report of the Governor’s Task Force on Housing August 2018, which acknowledges the importance of a
deferred loan tool for naturally occurring affordable housing (NOAH) units located in Greater Minnesota.
Minnesota Housing’s challenge over the next twelve months is to try to streamline and expand the
program to reach a greater number of property owners.



Page 17 of 134
Agenda Item: 7.B
Background

Intermediate Steps for Revising the Rental Rehab Deferred Loan Pilot Program

(Refer to Attachment B)

Over the past six months, the RRDL team has been working closely with Minnesota Housing’s Policy,
Research and Evaluation team to gather input from current administrators and other agency staff to
assist in making future program recommendations. Attachment B is a working draft of how the program
might operate in the future. Each category specifically addresses a property type, as follows:

e NOAH 1-6 units
e NOAH 7-30 units
e Federally subsidized buildings containing 30 units or fewer

NOAH 1-6 Units: Staff is working on very preliminary program modifications for properties that
fall within the NOAH 1-6 category. Our overall goal is to reduce the due diligence required for
individual borrowers and to develop a larger, more robust network of lenders. More information
about proposed program modifications will be forthcoming.

NOAH 7-30 Units: As of January 1, 2019, owners of NOAH buildings that contain between 8" and
30 units will be able to apply directly to Minnesota Housing on an interim basis. The RRDL team
will continue to process these loans and gather information about both the property category
and the owners to make future program improvements. This category will need further
refinement and possible program changes for it to be more successful.

Federally Subsidized Buildings with 30 Units or Fewer: To date, the third category has delivered
more production both in the number of units and the number of buildings renovated. This third
category has worked very well for smaller Rural Development buildings. These properties
currently offer rental assistance in either part or all of their building units. A majority of these
buildings contain between 16-30 units, and have not traditionally competed well within the
Minnesota Housing’s Consolidated RFP due to the limited size of the buildings, and in some
cases, due to the location of the buildings.

Staff will spend time in the coming months to further refine the concepts, seek input from external
stakeholders, and seek approval through the Clearinghouse and Mortgage Credit Committees, after
which the concepts will be presented to the board for approval. It is the goal of the current RRDL team
that the next iteration of RRDL will remove the program from its Pilot status.

Proposed 2019 USDA — RRDL Preservation RFP: Next Steps

Because of Minnesota Housing’s past success with smaller USDA buildings and our strong partnership
with both our local USDA state office and the Greater Minnesota Housing Fund (GMHF), we are excited
to share information about a “USDA—RRDL Preservation RFP.” It was recently brought to our attention
by USDA’s state office that they have approximately 200 units of rental assistance to re-allocate to
buildings in the state that currently have a Section 515 mortgage and only have partial rental assistance.
On an annual basis, these 200 units of rental assistance represent just under $750,000 of additional
assistance brought into the state, and over a 20-year period, it represents $14,948,000. We are
proposing to create an RFP similar to the Publicly Owned Housing Program (POHP) Program in the
second quarter of 2019. At that time, the agency would publish the availability of $4 to $6 million in
RRDL funding for the preservation of USDA properties. Potential applicants would need to meet the
following threshold criteria:
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Agenda Item: 7.B
Background and Extension Request

e Buildings would need to be in full compliance with USDA mortgage regulations
e The building vacancy for the most recent three-year period cannot exceed 8 percent

e The building must already contain at least 50 percent or more units receiving rental assistance

This unique opportunity will allow Minnesota Housing staff to review and assess a number of USDA
buildings, and it will allow Minnesota Housing staff to work in coordination with our local USDA office in
the allocation of additional rental assistance. This additional rental assistance, in conjunction with the
possible awarding of RRDL funds, will set up these smaller buildings for sustained long-term operations.
The coordinated effort should create efficiencies in processing.

A number of these properties may be required to re-amortize their first mortgage with USDA to
continue their rental assistance contract (which is tied to the mortgage). For some properties, their
overall operations may allow them to take on new amortizing debt that could be granted first lien
position, pending size and term approval. This allows both USDA and Minnesota Housing to work closely
with GMHF in exploring new amortizing debt paired with RRDL. New additional amortizing debt, in
conjunction with RRDL, funds can fund a more comprehensive rehabilitation. Such renovations in
conjunction with USDA rental assistance can set these buildings up for longer-term success.

The RRDL team hopes to present a new USDA—-RRDL Preservation RFP Guide to the board for approval in
the first quarter of 2019. Prior to that, staff will bring the RFP guide and RFP application materials to
both Clearinghouse and Mortgage Credit committees for review and approval.

Extension Request

In order to provide a level of program continuity during the time that staff is developing the future
directions described above; staff is recommending that the board approve the following three
administrative extensions and increases to original funding awards for three administrators:

1. Staffis recommending a one-year extension to the RRDL Pilot Program until December 31, 2019.
2. Staffis recommending a nine-month extension of three RRDL Administrator Agreements, along
with the following increases to original funding awards:
$300,000 Central Minnesota Housing Partnership 10% Forgivable Program
e $100,000 HRA of Clay County 100% Forgivable Program
$600,000 HRA of Clay County 10% Forgivable Program
$100,000 One Roof Community Housing 100% Forgivable Program
3. Staff is recommending a three-month extension for two current RRDL Administrator
Agreements, allowing them additional time to close the following Rental Rehab Deferred Loans
that are in process:
e Southeastern Minnesota Multi-County HRA D8164 Cooperidge Apartments, Red Wing
e Southeastern Minnesota Multi-County HRA D8165 Wapasa Apartments, Winona
e Arrowhead Economic Opportunity Agency D1675 Virginia Rotary Apartments, Virginia

i Naturally occurring affordable housing (NOAH) is unsubsidized rental housing that is relatively affordable
compared to other housing.

" Under the current Minnesota Housing’s RRDL Program Guide, project specific applications must contain a
minimum of eight units. In 2019, staff will look at adjusting this number to seven units.
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m M I N N E S O TA Board Agenda Item: 7.C
HOUSING Date: 11/15/2018

Item: Resolution authorizing the issuance and sale of Rental Housing Bonds, 2018 Series C for a
multi-family housing development in Mounds View, Minnesota (Boulevard)

Staff Contact(s):

Kevin Carpenter, 651.297.4009, kevin.carpenter@state.mn.us
Terry Schwartz, 651.296.2404, terry.schwartz@state.mn.us
Paula Rindels, 651.296.2293, paula.rindels@state.mn.us

Request Type:

Approval [J No Action Needed
Motion ] Discussion
Resolution [ Information

Summary of Request:

Staff is requesting authorization to issue short-term fixed rate tax-exempt bonds under the existing
Rental Housing bond resolution. The bonds will be issued in an amount not to exceed $6,980,000 and
will be used to acquire and finance the construction of a 60-unit rental housing development located in
Mounds View, Minnesota.

Fiscal Impact:

The Agency will earn an interest spread while these bonds are outstanding, and will also receive certain
fee income as part of the closing of the bridge loan finance with these bond proceeds. In addition, the
Agency will receive additional interest earnings and certain fee income in conjunction with providing a
long-term end loan as part of the permanent financing for the project.

Meeting Agency Priorities:

Address Specific and Critical Local Housing Needs

Finance Housing Responsive to Minnesota’s Changing Demographics
Preserve Housing with Federal Project-Based Rent Assistance
Prevent and End Homelessness

Reduce Minnesota’s Racial and Ethnicity Homeownership Disparity

O00K K

Attachment(s):
e Preliminary Official Statement
e Resolution
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NEW ISSUE Ratings: Moody’s: “__”
S&P:“__”

Minnesota Housing Finance Agency has prepared this Official Statement to provide information about the Series Bonds.
Selected information is presented on this cover page for the convenience of the user. To make an informed decision
regarding the Series Bonds, a prospective investor should read all of this Official Statement. Capitalized terms used on
this cover page have the meanings given in this Official Statement.

m $6,980,000"

MINNESOTA HOUSING FINANCE AGENCY

MINNESOTA Rental Housing Bonds, 2018 Series C (Non-AMT)
HOUSING
Dated: Date of Delivery Due: as shown on inside front cover
Tax Exemption Interest on the Series Bonds is not includable in gross income for federal

income tax purposes or taxable net income of individuals, trusts and estates for
Minnesota income tax purposes. (For additional information, including further
information on the application of federal and state alternative minimum tax
provisions to the Series Bonds, see “Tax Exemption and Related
Considerations” herein.)

Redemption The Agency may redeem all or a portion of the Series Bonds by optional or
special redemption as described under “The Series Bonds” herein.

Security Payment of principal and interest on the Series Bonds is secured, on an equal
basis with payment of principal and interest on all Outstanding Bonds that the
Agency has issued, and may subsequently issue, under the Bond Resolution,
by a pledge of Bond proceeds, Mortgage Loans, Investments, Revenues and
other assets held under the Bond Resolution. The Series Bonds are also general
obligations of the Agency, payable out of any of its generally available
moneys, assets or revenues. THE AGENCY HAS NO TAXING POWER.
THE STATE OF MINNESOTA IS NOT LIABLE FOR THE PAYMENT OF
THE SERIES BONDS AND THE SERIES BONDS ARE NOT A DEBT OF
THE STATE. (See “Security for the Bonds.”)

Interest Payment Dates February 1 and August 1, commencing August 1, 2019.”

Denominations $5,000 or any integral multiple thereof.

Closing/Settlement On or about December __, 2018 through the facilities of DTC in New York,
New York.

Bond Counsel Kutak Rock LLP.

Underwriter’s Counsel Dorsey & Whitney LLP.

Trustee Wells Fargo Bank, National Association, in Minneapolis, Minnesota.

Book-Entry-Only System The Depository Trust Company. (See Appendix F herein.)

The Series Bonds are offered, when, as and if issued, subject to withdrawal or modification of the offer without notice and to the
opinion of Kutak Rock LLP, Bond Counsel, as to the validity of, and tax exemption of interest on, the Series Bonds.

RBC Capital Markets

The date of this Official Statement is December __, 2018.

*Preliminary; subject to change.

This Preliminary Official Statement and the information contained herein are subject to completion or amendment. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or
the solicitation of an offer to buy nor shall there be any sale of these securities in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities
laws of any such jurisdiction. The issuer has deemed this Preliminary Official Statement final, as of its date, except for information permitted to be omitted by Rule 15¢2-12 of the Securities and Exchange
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MATURITY, PRINCIPAL AMOUNT, INTEREST RATE AND PRICE"

$6,980,000- 2018 Series C Bonds

Maturity Principal Interest
Date Amount Rate Price
August 1, 2020 $6,980,000" % 100%

*Preliminary, subject to change.

**CUSIP number has been assigned by an organization not affiliated with the Agency and is included for the
convenience of the owners of the Series Bonds. The Agency is not responsible for the selection or uses of this CUSIP number,
nor is any representation made as to its correctness on the Series Bonds or as indicated above. A CUSIP number for a specific
maturity may be changed after the issuance date. CUSIP® is a registered trademark of the American Bankers Association.

Neither Minnesota Housing Finance Agency nor the Underwriter has authorized any dealer, broker,
salesman or other person to give any information or representations, other than those contained in this Official

2
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Statement. Prospective investors must not rely on any other information or representations as being an offer to buy.
No person may offer or sell Series Bonds in any jurisdiction in which it is unlawful for that person to make that
offer, solicitation or sale. The information and expressions of opinion in this Official Statement may change without
notice. Neither the delivery of the Official Statement nor any sale of the Series Bonds will, under any circumstances,
imply that there has been no change in the affairs of the Agency since the date of this Official Statement.

This Official Statement contains statements that, to the extent they are not recitations of historical fact,
constitute “forward-looking statements.” In this respect, the words “estimate,” “intend,” “expect,” and similar
expressions are intended to identify forward-looking statements. A number of important factors affecting the
Agency, the Program and the Series Bonds could cause actual results to differ materially from those contemplated in

the forward-looking statements.

The Underwriter has reviewed the information in this Official Statement in accordance with, and as a part
of, its responsibilities under the federal securities laws as applied to the facts and circumstances of this transaction,
but the Underwriter does not guarantee the accuracy or completeness of the information.

In connection with this offering, the Underwriter may over-allot or effect transactions that stabilize or
maintain the market price of the Series Bonds at a level above that which might otherwise prevail in the open
market. This stabilizing, if commenced, may be discontinued.

NO FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY HAS
RECOMMENDED THESE SECURITIES. FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT
CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

TABLE OF CONTENTS

INTRODUCTION ..o 4  THE AGENCY (EXCLUDING STATE APPROPRIATED
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OFFICIAL STATEMENT

relating to

$6,980,000
MINNESOTA HOUSING FINANCE AGENCY
Rental Housing Bonds, 2018 Series C (Non-AMT)

This Official Statement (which includes the Appendices) provides certain information concerning the
issuance and sale by Minnesota Housing Finance Agency (the “Agency”) of its Rental Housing Bonds, 2018 Series
C (the “Series Bonds”). The Agency is issuing the Series Bonds pursuant to Minnesota Statutes, Chapter 462A, as
amended (the “Act”), a resolution of the Agency adopted February 25, 1988 (as amended and supplemented in
accordance with its terms, the “Bond Resolution™), and a series resolution of the Agency adopted , 2018
(the “Series Resolution”). (The Bond Resolution and the Series Resolution are herein sometimes referred to as the
“Resolutions.”)

The Rental Housing Bonds Outstanding in the aggregate principal amount of $[37,635,000] as of
November 30, 2018, the Series Bonds and any additional Rental Housing Bonds issued pursuant to the Bond
Resolution (collectively referred to as the “Bonds”), are and will be equally and ratably secured under the Bond
Resolution.

The Resolutions should be referred to for the definitions of capitalized terms used herein, some of which
are reproduced in this Official Statement. The summaries and references herein to the Act, the Resolutions and other
documents are only brief outlines of certain provisions and do not purport to summarize or describe all the
provisions thereof. All references herein to the Act, the Bond Resolution and the Series Resolution are qualified in
their entirety by reference to the Act and the Resolutions, copies of which are available from the Agency, and all
references to the Series Bonds are qualified in their entirety by reference to the definitive forms thereof and the
information with respect thereto contained in the Resolutions.

INTRODUCTION

The Agency is a public body corporate and politic, constituting an agency of the State of Minnesota. The
Act authorizes the Agency to issue bonds for the purpose, among other purposes, of making mortgage loans to
sponsors of residential housing for occupancy by persons and families of low and moderate income if the Agency
determines that those loans are not otherwise available from private lenders with equivalent terms and conditions.

Since its creation in 1971, the Agency has issued bonds to purchase single family mortgage loans, to
purchase home improvement loans and to finance multifamily developments. In addition to financing loans through
the issuance of debt, the Agency finances grants and loans through State and federal appropriations and its
Alternative Loan Fund in the Residential Housing Finance Bond Fund. Please refer to the information in the notes to
the financial statements included in Appendix B to this Official Statement at pages 58 and 59 under the heading
“Net Position — Restricted by Covenant.”

“Preliminary, subject to change.
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The Agency uses proceeds of Bonds it issues pursuant to the Bond Resolution to finance a portion of the
activities undertaken pursuant to the Rental Housing Program (the “Program”). The multifamily division of the
Agency administers the Program. The purpose of the Program is to increase the supply of, and to maintain and
improve, the rental housing stock in Minnesota that is affordable to low and moderate income households. The
Program has also provided financing for nonprofit group homes for the developmentally disabled. Through the use
of bond financing and other funding sources, the Agency intends that the Program will provide both short-term and
long-term, fixed rate, first lien (or second lien if the Agency also holds the first lien) mortgage loans (“Mortgage
Loans™), and, under certain circumstances, subordinate mortgage loans (“Subordinate Mortgage Loans”), to finance
the construction, acquisition, rehabilitation or refinancing of multifamily rental housing and group home
developments (the “Developments”). The Bond Resolution authorizes, upon conditions set forth therein, the
issuance of additional series of Bonds on a parity with the Outstanding Bonds, including the Series Bonds.

In recognition of certain risks inherent in mortgage lending, the Agency has adopted policies and review
procedures for detailed evaluation of the Developments that it finances prior to making Mortgage Loan
commitments. To assure completion of rehabilitation, construction and proper maintenance, the Agency has
established reserve and escrow requirements and procedures for regulating and monitoring operations with respect
to the Developments. The procedures the Agency presently uses to reduce those risks are described more fully
herein under the heading “The Rental Housing Program.”

The Agency intends to use the proceeds of the Series Bonds to fund a short-term first lien mortgage loan, to
a private owner, that will finance a portion of the costs of acquisition, construction and equipping of a multifamily
housing development in Mounds View, Minnesota. (See “The Development.”) The Series Bonds are general
obligations of the Agency payable from any of its moneys, assets or revenues, subject to the provisions of other
resolutions and indentures now or hereafter pledging particular moneys, assets or revenues, to particular notes or
bonds, and federal or State laws heretofore or hereafter enacted appropriating funds to the Agency for a specified
purpose. The net position of the General Reserve and the Alternative Loan Fund are legally available if needed to
pay debt service on any obligations of the Agency, including the Series Bonds. (For purposes of the Resolutions, the
General Reserve is designated as the General Reserve Account.) (See “The Agency — Net Position Restricted By
Covenant and Operations to Date — General Reserve; Alternative Loan Fund.”)

The Agency has further pledged as security for the payment of the Series Bonds (on an equal basis with the
Outstanding Bonds issued and that may be issued under the Bond Resolution) amounts on deposit and investments
in certain accounts and funds established pursuant to the Resolutions, including the Debt Service Reserve Fund
established pursuant to the Bond Resolution in accordance with the Act. Under the Act, upon certification by the
Agency, the State Legislature may, but is not required to, appropriate amounts that may be necessary to restore the
Debt Service Reserve Fund to an amount equal to the Debt Service Reserve Requirement. (See “Security for the
Bonds.”)

Although the State has appropriated amounts to the Agency for various specific purposes (see “The Agency
— State Appropriations”), the Agency generally pays its general and administrative expenses from certain interest
earnings and fees charged in connection with its bond-funded programs. For programs funded through State
appropriations, the Agency recovers the costs of administering the programs only to the extent of interest earnings
on the appropriations. The appropriations are not available to pay debt service on the Bonds.

The Agency has no taxing power. Neither the State of Minnesota nor any political subdivision thereof
is or will be obligated to pay the principal or redemption price of, or interest on, the Series Bonds and neither
the faith and credit nor the taxing power of the State or any political subdivision thereof is pledged to that
payment.
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THE AGENCY

Purpose

The Agency was created in 1971 by the Act as a public body corporate and politic, constituting an agency
of the State of Minnesota, in response to legislative findings that there existed in Minnesota a serious shortage of
decent, safe, and sanitary housing at prices or rentals within the means of persons and families of low and moderate
income, and that the then present patterns of providing housing in the State limited the ability of the private building
industry and the investment industry to produce that housing without assistance and resulted in a failure to provide
sufficient long-term mortgage financing for that housing.

Structure

Under the Act, the membership of the Agency consists of the State Auditor and six public members
appointed by the Governor with the advice and consent of the Senate for terms of four years. Pursuant to the Act,
each member continues to serve until a successor has been appointed and qualified. The Chairman of the Agency is
designated by the Governor from among the appointed public members. Pursuant to state law, the State Auditor may
delegate duties and has delegated her duties as a member of the Agency in the event that the Auditor is unable to
attend a meeting of the Agency.

The present members of the Agency, who serve without compensation (except for per diem allowance and
expenses for members not otherwise compensated as public officers), are listed below.

John DeCramer, Chairman — Term expires January 2020, Marshall, Minnesota — Magnetics Engineer

The Honorable Rebecca Otto — Ex officio, St. Paul, Minnesota — State Auditor

Damaris Hollingsworth, Member — Term expires January, 2022, Minneapolis, Minnesota — Architect
Joseph Johnson I11, Vice Chairman — Term expires January 2021, Duluth, Minnesota — Banker
Craig Klausing, Member — Term expires January 2019, Roseville, Minnesota — Attorney
Stephanie Klinzing, Member — Term expires January 2019, EIk River, Minnesota — Writer and Publisher
Terri Thao, Member — Term expires January 2020, St. Paul, Minnesota — Program Director

Staff

The staff of the Agency presently consists of approximately 250 persons, including professional staff
members and contractors who have responsibilities in the fields of finance, law, mortgage underwriting,
architecture, construction inspection and housing management. The Attorney General of the State of Minnesota
provides certain legal services to the Agency.

The Commissioner is appointed by the Governor. The Act authorizes the Commissioner of the Agency to
appoint the permanent and temporary employees as the Commissioner deems necessary subject to the approval of
the Commissioner of Management and Budget.

The principal officers and staff related to the Program are as follows:

Mary Tingerthal — Commissioner. Ms. Tingerthal was appointed Commissioner effective February 2011.
Before her appointment, Ms. Tingerthal was President of Capital Markets Companies for the Housing Partnership
Network where she coordinated the work of the Housing Partnership Fund, which provides acquisition and
predevelopment financing; Housing Partnership Ventures, which serves as the Network’s investment vehicle; the
Charter School Financing Partnership, a new conduit for charter school loans; and the Network’s housing counseling
intermediary and neighborhood stabilization programs. In 2008, she was instrumental in establishing the National
Community Stabilization Trust -- a nationwide company dedicated to helping local organizations put vacant and
foreclosed properties back into productive reuse. Prior to that, Ms. Tingerthal held senior management positions

6
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with the National Equity Fund, GMAC Residential Funding, the City of Saint Paul, and the Community
Reinvestment Fund. She worked for the Agency beginning in the late 1970s when she spent 10 years working with
the Agency’s home improvement division. Ms. Tingerthal holds a Master’s Degree in Business from Stanford
Graduate School of Business, and a Bachelor of Arts Degree from the University of Minnesota. She serves on the
Boards of the National Housing Trust, the National Community Investment Fund, and the National Council of State
Housing Agencies.

Barbara Sporlein — Deputy Commissioner, appointed effective November 2011. Her primary
responsibilities are human resources, agency-wide planning, inter-agency collaboration, operations, Indian Housing,
and credit risk management. Prior to this position, Ms. Sporlein was the Director of Planning for the City of
Minneapolis between 2004 and 2011. As Planning Director she was responsible for the City’s long range planning,
transportation planning, development consultation and review, heritage preservation, environmental review, public
art program, and zoning administration and enforcement. Prior to that position, Ms. Sporlein served as the Deputy
Director of the Saint Paul Public Housing Agency between 1994 and 2004, and as a City Planner for the City of
Saint Paul from 1990 to 1994. Ms. Sporlein has a Bachelor of Science Degree in Geography from the University of
Wisconsin-Madison, a Master of Planning Degree from the Humphrey School of Public Affairs at the University of
Minnesota, and a Certificate in Advanced Studies in Public Administration from Hamline University. Ms. Sporlein
is a member of the Citizens League, the Urban Land Institute and the Minnesota Chapter of National Association of
Housing and Redevelopment Officials. Ms. Sporlein is a Certified Public Housing Manager and Housing Finance
Professional.

Kevin Carpenter — Chief Financial Officer, appointed effective March 2016. In this position, Mr.
Carpenter leads the finance and accounting teams of the Agency and provides strategic direction regarding the
organization’s financial resources. Prior to this position, Mr. Carpenter was the Chief Financial Officer at the City
of Minneapolis from May 2011 to November 2015, and also had significant tenure in various senior financial and
operating positions at RBC Capital Markets, LLC. He previously was an investment banker at RBC Capital
Markets, LLC and at Lehman Brothers. Mr. Carpenter earned a Master’s Degree in Business Administration from
Harvard University Business School and a Bachelor of Arts degree in Government from Dartmouth College.

Terrance Schwartz — Director of Finance appointed effective June 2015. Mr. Schwartz is also the Director
of Operations since August 2011. Mr. Schwartz was Controller for the Agency from September 2007 to June 2015.
Previous to that he held various accounting positions of increasing responsibility with the Agency. Mr. Schwartz
served four years in the United States Marine Corps. He holds a Bachelor of Science Degree with a concentration in
Accounting from the University of St. Thomas, St. Paul, Minnesota.

Thomas O’Hern — General Counsel, appointed effective November 2015. Prior to becoming General
Counsel, Mr. O’Hern was employed by the Minnesota Attorney General’s Office for 32 years as an Assistant
Attorney General representing many state agencies and boards. Mr. O’Hern has represented the Agency since 2003.
Mr. O’Hern earned his law degree from American University and holds a Bachelor of Arts degree from George
Washington University in Washington D.C.

Wes Butler — Assistant Commissioner, Multifamily, appointed effective January 2015. Previously, Mr.
Butler was Manager of Residential Finance for the City of Minneapolis Department of Community Planning and
Economic Development from 2008 to 2014 where he managed a staff responsible for the redevelopment of over
6,000 units of housing, and managed an annual budget in excess of $14 million per year. Prior to serving in that
position, Mr. Butler held positions as development finance analyst for the City of Minneapolis and as deputy
director for the Washington County Housing and Redevelopment Authority. Mr. Butler holds a Master’s degree in
Business Administration from the University of St. Thomas and a Bachelor of Arts degree in Geography and Urban
Planning from the University of Colorado.

The Agency’s offices are located at 400 Wabasha Street North, St. Paul, Minnesota 55102, and its general
telephone number is (651) 296-7608. The Agency’s Investor Relations Representative may be reached at the
Agency’s general telephone number. The Agency’s website address is http://www.mnhousing.gov. No portion of the
Agency’s website is incorporated into this Official Statement.
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Independent Auditors

The financial statements of the Agency as of and for the year ended June 30, 2018, included in this Official
Statement as Appendix B, have been audited by RSM US LLP, independent auditors, as stated in their report
appearing herein. RSM US LLP has not been engaged to perform, and has not performed, any procedures on the
financial statements after June 30, 2018. RSM US LLP also has not performed any procedures relating to this
Official Statement.

Financial Statements of the Agency

The Agency financial statements included in this Official Statement as Appendix B as of and for the fiscal
year ended June 30, 2018 are presented in combined “Agency-wide” form followed by “fund” financial statements
presented for its major funds in order to comply with the requirements of Statement No. 34 of the Governmental
Accounting Standards Board (“GASB”) .

Information regarding the Minnesota State Retirement System (“MSRS”), to which the Agency contributes,
is included in Appendix B in the Notes to Financial Statements at pages 60 through 63 under the heading “Defined
Benefit Pension Plan.” The Agency’s allocable portion of net pension liability reported at June 30, 2018 with
respect to MSRS is $47.879 million.

In Appendix C to this Official Statement, the Agency has included certain unaudited financial statements of
the Agency (excluding State Appropriated and Federal Appropriated Funds) as of and for the three months ended
September 30, 2018. The Agency has prepared the information in Appendix C and, in the opinion of the Agency,
that information reflects all normal recurring adjustments and information necessary for a fair statement of the
financial position and results of operations of the Agency (excluding State and Federal Appropriated Funds) for the
period, subject to year-end adjustments. The information in Appendix C is not accompanied by a statement from the
independent auditors.

Disclosure Information

The Agency will covenant in a Continuing Disclosure Undertaking for the benefit of the Owners and
Beneficial Owners (as defined in Appendix D hereto) of the Series Bonds to provide annually certain financial
information and operating data relating to the Agency (the “Agency Annual Report™) and to provide notices of the
occurrence of certain enumerated events. (There is no other obligated person under the Continuing Disclosure
Undertaking.) The Agency must file the Agency Annual Report no later than 120 days after the close of each fiscal
year, commencing with the fiscal year ending June 30, 2019, with the Municipal Securities Rulemaking Board, at its
EMMA internet repository. The Agency also must file notices of the occurrence of the enumerated events, if any,
with EMMA. (See “Appendix D — Summary of Continuing Disclosure Undertaking.”)

During the prior five years, certain disclosure reports filed with EMMA were not timely linked to all
outstanding CUSIPs for the associated bonds of the Agency, including (a) the timely filed Agency Annual Report
for its fiscal year ended June 30, 2015 was not specifically linked to the CUSIP for the Agency’s Homeownership
Finance Bonds, 2015 Series C and one of the CUSIPs for the Agency’s Residential Housing Finance Bonds, 2015
Series C, and (b) the timely filed State of Minnesota Comprehensive Annual Financial Report and Annual Financial
Information and Operating Data for the year ended June 30, 2015 was not specifically linked to multiple CUSIPs
relating to the Agency’s State Appropriation Bonds (Housing Infrastructure), 2014 Series A.

The specific nature of the information to be contained in the Agency Annual Report or the notices of
events, and the manner in which these materials are to be filed, are summarized in “Appendix D — Summary of
Continuing Disclosure Undertaking.” The Agency has made these covenants to assist the Underwriter in complying
with SEC Rule 15¢2-12(b)(5) (the “Rule”).

In addition to the information required by the Continuing Disclosure Undertaking, the Agency also uses its
best efforts to prepare a semiannual disclosure report for the Bond Resolution and a quarterly disclosure report for
its single family bond resolutions. Recent reports are available at the Agency’s website at
http://www.mnhousing.gov (click on tab “Investors”), but no information on the Agency’s website is incorporated
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into this Official Statement. The Agency is also committed to providing appropriate credit information as requested
by any rating agency rating the Bonds at the Agency’s request.

Net Position Restricted By Covenant and Operations to Date—General Reserve; Alternative Loan Fund

In addition to its bond funds pledged to the payment of particular bonds by bond resolutions of the Agency,
the Agency has also established certain other funds that it has restricted by covenant. Currently, the restricted funds
are the General Reserve and the Alternative Loan Fund. The General Reserve contains the Housing Endowment
Fund (also referred to as “Pool 1”) and the Agency’s net investment in capital assets. The Alternative Loan Fund,
which is held under the Residential Housing Finance Bond Resolution but is not pledged to pay bonds issued
thereunder, comprises the Housing Investment Fund (also referred to as “Pool 2”) and the Housing Affordability
Fund (also referred to as “Pool 3”). The net position of the General Reserve and the Alternative Loan Fund is not
pledged to the payment of the Bonds or any other debt obligations of the Agency but, to the extent funds are
available therein, are generally available to pay any debt obligations of the Agency, including the Bonds.

Subject to the restrictions in the Bond Resolution and its other bond resolutions, the Agency may withdraw
excess assets from bond funds held thereunder. To the extent the Agency withdraws excess assets from bond funds,
the Agency has pledged to deposit those excess assets in the General Reserve or the Alternative Loan Fund, except
for any amounts as may be necessary to reimburse the State for money appropriated to restore a deficiency in any
debt service reserve fund.

The Agency has further covenanted that it will use the money in the General Reserve and the Alternative
Loan Fund only to administer and finance programs in accordance with the policy and purpose of the Act. This
includes creating reserves for the payment of bonds and for loans made from the proceeds thereof, and accumulating
and maintaining a balance of funds and investments as will be sufficient for that purpose. To ensure that assets
available in the General Reserve and the Alternative Loan Fund provide security for the Agency’s bondowners as
covenanted in the bond resolutions, the Agency has established investment guidelines for Pools 1 and 2. The
investment guidelines are subject to change by the Agency from time to time in its discretion.

Under the net position requirements and investment guidelines effective January 23, 2014, the required size
of Pool 1 (which is intended to be a liquidity reserve) is 1 percent of gross loans receivable (excluding mortgage-
backed securities, appropriated loans and loans credited to Pool 3) and the required size of Pool 2 is an amount that
would cause the combined net position (exclusive of unrealized gains and losses resulting from marking to market
investment securities, including mortgage-backed securities, and swaps entered into by the Agency for which the
unrealized loss or gain will not be realized if the security or swap is held to maturity or its optional termination date;
and realized gains and losses resulting from the purchase and sale of investment securities between Agency funds) in
the General Reserve, in Pool 2, and in the funds pledged under bond resolutions to be at least equal to the combined
net position of the same funds as of the immediately preceding fiscal year end. Currently, this amount is $745.53
million, representing the combined net position of these funds so calculated as of June 30, 2018. Pool 2 is intended
to comprise amortizing interest-bearing housing loans or investment grade securities. Pool 1 and Pool 2 represent,
with assets pledged to pay bonds of the Agency, the sustainable lending operations of the Agency. Pool 3 represents
the more mission-intensive operations of the Agency and is intended to comprise deferred, zero percent and low
interest-rate loans and grants and, for unapplied funds, investment grade securities. Pool 3 is not subject to the
investment guidelines. Loan activity related to loans financed by funds in Pool 2 and Pool 3 is recorded as part of
the Alternative Loan Fund. The Agency approves all interfund transfers. A further discussion of Pools 1, 2 and 3 and
the amounts credited thereto as of June 30, 2018 appears in the Notes to Financial Statements of the Agency
included in Appendix B to this Official Statement at pages 58 and 59 under the heading “Net Position — Restricted
by Covenant.”
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The following summary indicates the revenues earned, the expenses paid, and funds transferred to and from
the General Reserve (which contains Pool 1 and net investment in capital assets), for the two most recent audited
fiscal years of the Agency and for the three-month period ended September 30, 2018 (unaudited) (in thousands):

Three months

Ended Fiscal Year Fiscal Year
September 30, 2018 Ended Ended
(unaudited) June 30, 2018 June 30, 2017
Revenues
Fees earned and other income'") $ $11,936 $11,077
Interest earned on investments 419 254
Unrealized gain (loss) on investments -- -- --
Administrative reimbursement®: ©) 24,279 22,482
Total revenues 36,834 33,813
Expenses
Salaries and benefits 33,114 36,311
Other general operating expenses 6,388 7,690
Total expenses 39,452 44,001
Revenues over expenses (2,618) (10,188)
Non-operating transfer of assets between funds® 0 5,192 9,624
Change in net position 2,574 (564)
Net position beginning of period 14,619 12,0455 14,280
Net position end of period $ $14,619 $13,716

(1) Fees earned consist primarily of fees collected in conjunction with the administration of the low income housing tax credit
program and HUD contract administration of certain non-Agency financed Section 8 developments.

(2) The Agency transfers bond funds to the General Reserve for administrative reimbursement in accordance with the
Agency’s Affordable Housing Plan based on the adjusted assets of the bond funds. Adjusted assets are defined generally as
total assets (excluding the reserve for loan loss), unrealized gains or losses on investments (including mortgage-backed
securities and interest rate swap agreements), deferred loss on interest rate swap agreements and assets relating to escrowed
debt.

(3) Reimbursement from appropriated accounts consists of the portion of direct and indirect costs of administering the
programs funded by the appropriations. The Agency recovers costs associated with administering state appropriations only
to the extent of interest earnings on the appropriations. Costs associated with administering federal appropriations generally
are recovered from the appropriations.

(4) The Agency may transfer excess assets from bond funds to the General Reserve to the extent permitted by the resolution or
indenture securing bonds of the Agency. In addition, the Agency may transfer funds in excess of the requirement for Pool 1
from the General Reserve to the Alternative Loan Fund. See the comments under the headings “Interfund Transfers” and
“Net Position Restricted by Covenant” in the Notes to Financial Statements of the Agency in Appendix B to this Official
Statement for additional information.

(5) Adjusted pursuant to required GASB 75 treatment of Post-Employment Benefits (other than Pension) as of July 1, 2017.

State Appropriations

Over the years, the State Legislature has appropriated funds to the Agency to be used for low interest loans,
grants, programs for low and moderate income persons and families and other housing related program costs. The
Agency generally does not pay its general or administrative expenses from appropriated funds, although it can
recover its allocable costs of administering State appropriations from investment earnings thereon. The State
Legislature has appropriated funds to the Agency for its programs in every biennium since 1975. The Agency has
expended or committed most of the appropriations.
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Over the biennial periods ended June 30, 2011, 2013, 2015 and 2017, the total appropriations to the Agency
aggregated approximately $366.5 million. This total amount of appropriations includes budget reductions of
approximately $4.9 million in the biennial period ended June 30, 2011. Reductions in appropriations during that
period did not adversely affect the Agency’s ability to operate its programs. For the biennium ending June 30, 2019,
the Legislature appropriated approximately $107.6 million to the Agency, including an increase of approximately
3.9 percent to the Agency’s base budget for state appropriations in order to fund a program previously administered
by another state agency.

The appropriations are not available to pay debt service on the Bonds.
Agency Indebtedness

The principal amount of bonds and notes of the Agency that are outstanding at any time (excluding the
principal amount of any refunded bonds and notes) is limited to $5,000,000,000 by State statute. The following table
lists the principal amounts of general obligation indebtedness of the Agency outstanding as of November 30, 2018
[TO BE UPDATED]:

Original Principal  Principal Amount

Number*of Final Amount” Outstanding
Series Maturity (in thousands) (in thousands)

Rental Housing Bonds............ccccoevvevviveniennan, 9 2049 $ 39,745 $ 34,115

Residential Housing Finance Bonds.............. 38 2048 1,755,580 1,141,515

Homeownership Finance Bonds................... 48 2048 2,111,395 1,478,566
Multifamily Housing Bonds (Treasury HFA

INILIALIVE) oo, 1 2051 15,000 13,660

TOtalS v 96 $3,921,720 $2,667,856

“Does not include series of bonds or the original principal amount of any bonds that had been, as of November 30,
2018, defeased or paid in full, whether at maturity or earlier redemption.

The payment of principal of and interest on general obligations of the Agency as shown above may be
made, if necessary, from the General Reserve or the Alternative Loan Fund. (See “Net Position Restricted By
Covenant and Operations to Date—General Reserve; Alternative Loan Fund” above.)

The Agency has entered into liquidity facilities and interest rate swap agreements in respect of its
outstanding Residential Housing Finance Bonds that bear interest at a variable rate and are subject to optional and
mandatory tender. Certain information related to those variable rate bonds and swap agreements is included in the
Notes to Financial Statements contained in Appendix B to this Official Statement. The Agency does not make any
representation as to the creditworthiness of any provider or counterparty on facilities and agreements relating to its
variable rate bonds.

In 2009, the Agency issued $13,270,000 in aggregate principal amount of its Nonprofit Housing Bonds
(State Appropriation), Series 2009, to finance permanent supportive housing in two different multifamily housing
developments. In 2011, the Agency issued $21,750,000 in aggregate principal amount of its Nonprofit Housing
Bonds (State Appropriation), Series 2011, to finance permanent supportive housing in five additional multifamily
housing developments. Both series of bonds were issued under a separate indenture of trust, are not general
obligations of the Agency and are not payable from any funds or assets of the Agency other than the appropriations
the Agency expects to receive from the State General Fund pursuant to a standing appropriation made by the
Legislature in 2008.

From time to time, beginning in 2012, the Legislature has authorized the Agency to issue housing
infrastructure bonds (the “Housing Infrastructure Bonds™) for various purposes payable, like the Nonprofit Housing
Bonds, solely from a standing appropriation from the State General Fund and not from any other funds or assets of
the Agency. The aggregate principal amount of Housing Infrastructure Bonds that the Agency may issue is
$255,000,000. The Agency has issued 15 series of its State Appropriation Bonds (Housing Infrastructure) in 2013
through 2018 in an aggregate principal amount of $155,275,000 under a separate indenture of trust.

11
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On June 1, 2018, the Agency issued its Note (the “Bank Note”) to Royal Bank of Canada, pursuant to a
Revolving Credit Agreement dated as of June 1, 2018 for the purpose of preserving current private activity bond
volume cap by refunding the maturing principal or redemption price, as the case may be, of portions of Residential
Housing Finance Bonds and Homeownership Finance Bonds previously issued by the Agency (the “Single Family
Housing Bonds™). Funds representing prepayments and repayments of mortgage loans financed with Single Family
Housing Bonds, and other amounts available under the applicable bond resolution for the payment of those Single
Family Housing Bonds, will be deposited into a cash collateral fund established under a separate amended and
restated indenture of trust as security for the repayment of the principal amount of the Bank Note that has been
advanced to the Agency. The amount of the advances outstanding and not repaid with respect to the Bank Note may
not exceed $80,000,000 at any time and the cumulative amount of the advances made may not exceed $200,000,000.
The obligation of the Agency to pay the interest on, but not the principal of, the Bank Note is a general obligation of
the Agency. The Agency has requested advances in the aggregate principal amount of $[53,004,984], $[18,821,831]
of which is outstanding.

THE DEVELOPMENT
The Development

The Agency intends to use the proceeds of the Series Bonds to make a short-term first lien bridge Mortgage
Loan that will finance a portion of the costs of the acquisition and construction of a multifamily housing
development. The Development, to be known as Boulevard, will be a single building, three-story rental development
to be located in Mounds View, Minnesota. The Development will have 60 residential units. The total development
cost is estimated to be approximately $13.93 million. The Development is expected to be completed by September
2019. The Development will be acquired and constructed by Boulevard Apartments, Limited Partnership, a
Minnesota limited partnership, or another entity affiliated with MWF Properties LLC of Minneapolis, Minnesota.

The Agency expects to use the proceeds of the Series Bonds to be deposited in the Mortgage Loan Account
to make the bridge Mortgage Loan with respect to the Development on the date of issuance of the Series Bonds. The
bridge Mortgage Loan, in the principal amount of $6.98 million,” will mature in full on July 1, 2020." The bridge
Mortgage Loan will not be insured by FHA or secured by any other third-party credit enhancement, but the Agency
expects it to be repaid from a long-term end loan from the Agency in the principal amount of approximately $6.50
million, a deferred repayment loan from the Agency with respect to the Development in the principal amount of
approximately $1.64 million and equity contributions from the tax credit investor, which is purchasing the low
income housing tax credits described below. The bridge Mortgage Loan will be secured in part by a guaranty from
each of Erik Weis and Jay Weis.

As a result of the issuance of the Series Bonds, all of the dwelling units in the Development will be eligible
for low income housing tax credits under Section 42 of the Internal Revenue Code of 1986, as amended. Occupancy
in all of those dwelling units will be limited to households with incomes at initial occupancy at or below 60 percent,
or with respect to a portion of the dwelling units at or below 30 percent, of the area median income, adjusted for
household size.

The Development will be benefitted by a project-based Section 811 Rental Assistance Contract provided by
the Agency, with a 20-year term, covering four of the dwelling units, which will be reserved for residents with
disabilities.

“Preliminary, subject to change.
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Estimated Sources and Uses of Series Bond Proceeds and Agency Funds

The estimated sources and uses of proceeds of the Series Bonds and funds to be provided by or through the
Agency are as follows:

Sources:
Principal Amount of Series Bonds ..........c.ccocvvvnviiiinnenn. $6,980,000"
Funds Available to the AgeNCY.......ccccoviiiiienenenieieeene,
Total Sources of FUNds..........cccoovveiiineiniienn, $ .
Uses:
Series C Mortgage Loan ACCoUNt .........ccccoevereneeenieenenns $6,980,000"

REVENUE FUND ..ot
COStS OF ISSUANCE .....vvveviiecireeceie ettt
Total Uses of FUNS .......cccoovvvveeeiiiieccee e $ .

THE SERIES BONDS

The Series Bonds will be fully registered bonds initially registered in the name of Cede & Co., as nominee
for The Depository Trust Company, New York, New York (“DTC”) which will act as securities depository for the
Series Bonds. Wells Fargo Bank, National Association, Minneapolis, Minnesota, serves as Trustee under the Bond
Resolution.

The Series Bonds will be issued in the denominations of $5,000 or any integral multiple thereof. The Series
Bonds mature, subject to redemption as herein described, on the date and in the amount set forth on the inside front
cover hereof.

The Series Bonds bear interest from their dated date, payable semiannually on February 1 and August 1 of
each year, commencing August 1, 2019,” at the rate set forth on the inside front cover hereof until payment of the
principal or redemption price of the Series Bonds. As long as the Series Bonds are in book-entry form, interest on
the Series Bonds will be paid by moneys wired by the Trustee to DTC, or its nominee, as registered owner of the
Series Bonds, and DTC will redistribute that interest. (See Appendix F — “Book-Entry-Only System.”)

For every exchange or transfer of Series Bonds, whether temporary or definitive, the Agency or the Trustee
may make a charge sufficient to reimburse it for any tax, fee or other governmental charge required to be paid with
respect to that exchange or transfer.

Special Redemption at Par

The Agency may redeem the Series Bonds, at its option, in whole or in part on any date, at a redemption
price equal to the principal amount thereof plus accrued interest, without premium, (i) from unexpended proceeds of
the Series Bonds not used to finance the Development; or (ii) in the event the Agency receives or recovers Recovery
Payments (as defined in Appendix E) relating to the Development. The Agency will apply any unexpended proceeds
or Recovery Payments to the redemption of Series Bonds, as determined by the Agency. If Recovery Payments are
not sufficient to redeem all Outstanding Series Bonds, the Agency may apply other funds to redeem the Series
Bonds in addition to the Recovery Payments.

*Preliminary, subject to change.
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Optional Redemption

The Agency may redeem the Series Bonds at its option, in whole or in part, on any date on or after
February 1, 2020, in amounts as the Agency may designate, at a redemption price equal to the principal amount
thereof plus accrued interest to the date of redemption, without premium.

General Redemption Provisions

Any Series Bonds to be redeemed will be redeemed only upon receipt by the Trustee of a certificate signed
by an authorized officer of the Agency stating the principal amount of the Series Bonds to be redeemed. If less than
all Series Bonds are to be redeemed, the Series Bonds to be redeemed are to be selected in $5,000 principal amounts
at random by the Trustee. The Agency will not at any time cause Series Bonds to be optionally redeemed if this
would have any material adverse effect on its ability to pay when due the principal of and interest on the Bonds
Outstanding after the redemption.

The Trustee is required to mail a copy of the notice of redemption to the registered owner of any Series
Bond called for redemption at least 30 days prior to the redemption date. Any defect in or failure to give the required
mailed notice of redemption will not affect the validity of any proceedings for the redemption of Series Bonds not
affected by that defect or failure.

SECURITY FOR THE BONDS

Outstanding Bonds, including the Series Bonds, are secured as provided in the Bond Resolution by a
pledge and a grant of a security interest in (a) all proceeds of the sale of Bonds (other than proceeds deposited in
trust for the retirement of outstanding bonds and notes), (b) all Mortgage Loans and Investments made or purchased
from the proceeds, (c) all Revenues as defined in the Bond Resolution, and (d) money, Investments, and other assets
and income held in and receivables of Funds established by or pursuant to the Bond Resolution. The Bonds,
including the Series Bonds, are also general obligations of the Agency, payable out of any of its moneys, assets or
revenues, subject only to the provisions of other resolutions or indentures now or hereafter pledging and
appropriating particular moneys, assets or revenues to particular notes or Bonds, and federal or State laws heretofore
or hereafter enacted pledging particular funds for a specified purpose. The pledge and security interests granted by
the Bond Resolution are for the equal benefit, protection and security of Holders of all Bonds, including the Series
Bonds.

The Agency has no taxing power. The State of Minnesota is not liable for the payment of the Bonds,
including the Series Bonds, and the Series Bonds are not a debt of the State.

Mortgage Loans

The Bond Resolution requires, except in certain circumstances hereinafter described, that each Mortgage
Loan be secured by a first mortgage lien (subject to permitted encumbrances) on the real property, or leasehold
interest of the Mortgagor in the real property under a lease with a term at least twice the length of the term of the
Bonds, that is the site of the Development financed by that Mortgage Loan, and all improvements thereon. At the
initial closing for each Development, the Agency receives a recorded Mortgage and a mortgagee’s title insurance
policy in the amount of the Mortgage Loan. The Agency may also participate with other parties in the making of a
Mortgage Loan if the Agency’s mortgage lien, in proportion to its participation, is on a parity with or superior to that
of all other parties, but the interest rate and time and rate of amortization of that part of the Mortgage Loan made by
the Agency and that made by others need not be equal. The Bond Resolution also permits the Agency, if it holds
a Mortgage that constitutes a first mortgage lien on a Development, to make an additional Mortgage Loan for the
Development and secure the additional Mortgage Loan by a Mortgage on a parity with or junior and subordinate to
the first lien Mortgage held by the Agency. In addition, the Bond Resolution allows the Agency to make

“Preliminary, subject to change.
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Subordinate Mortgage Loans with respect to a Development upon the terms and conditions as the Agency may deem
appropriate, but solely from amounts that would otherwise be available to be removed by the Agency from the lien
of the Bond Resolution.

Under the Bond Resolution, there will at all times be scheduled payments of principal and interest on
Mortgage Loans pledged under the Bond Resolution that, when added to any other legally enforceable payments on
Mortgage Loans or with respect to the Bond Resolution (including Counterparty Hedge Payments), and interest and
other income estimated by the Agency to be derived from the investment or deposit of money available therefor in
any Fund or Account created by the Bond Resolution, will be sufficient to pay the Principal Installments of and
interest on all Outstanding Bonds (excluding from the calculations all amounts scheduled to be received pursuant to
the provisions of Subordinate Mortgage Loans). In making a determination as of any date that this covenant is met,
the Agency may make assumptions as to future events (including, as applicable, assumptions as to the amounts of
Agency Hedge Payments and Counterparty Hedge Payments and the amount of interest payable on Variable Rate
Bonds), which assumptions must be based upon the Agency’s reasonable expectations as of the date of the
determination. The Agency may forgive a portion of the interest on any Mortgage Loan provided that, after giving
effect to the reduction and all similar reductions then in effect, the Agency continues to comply with the covenant.

The scheduled payments of the Principal Installments of and interest on the Bonds are generally based on
the receipt of scheduled payments by the Agency on the Mortgage Loans and any Subordinate Mortgage Loans,
together with capitalized interest and estimated investment income of certain Funds and Accounts established by the
Bond Resolution, to the extent provided therein. The ability of the Mortgagors to make scheduled payments to the
Agency depends, among other things, on the Developments achieving and sustaining occupancy and rental levels
necessary to generate rental income that, together with any applicable subsidies, the Agency expects will be
sufficient to meet the required loan payments, to fund required reserves and escrows and to meet operating expenses.
Under the Bond Resolution, the Agency (unless otherwise required by any agency of the United States guaranteeing,
insuring or otherwise assisting in the payment of the Mortgage Loan or Subordinate Mortgage Loan) may give its
consent to Prepayment of a Mortgage Loan or Subordinate Mortgage Loan only if certain conditions as described
under the caption “Summary of Certain Provisions of the Bond Resolution — Mortgage Provisions and Conditions
— Prepayments” in Appendix E hereto have been met. If any Mortgage Loan or Subordinate Mortgage Loan goes
into default or investment income differs from the amounts estimated to be received, the amount of money available
for the payment of Principal Installments of and interest on the Bonds may be adversely affected; however, as is
described elsewhere in this Official Statement, moneys may be available from other sources, including the Debt
Service Reserve Fund.

Appendix A to this Official Statement contains a brief description of the Mortgage Loans outstanding as of
June 30, 2018 that have been financed by Bonds or that have been pledged as additional security under the Bond
Resolution for the payment of Outstanding Bonds.

Debt Service Reserve Fund

No funds will be credited to the Debt Service Reserve Fund with respect to the Series Bonds (and the Debt
Service Reserve Requirement in respect of the Series Bonds will be $0.00), since, in addition to the other security
provided pursuant to the Bond Resolution, payment of principal with respect to the bridge loan funded by the Series
Bonds will be secured as described under “The Development.”

Upon issuance of the Series Bonds, the aggregate Debt Service Reserve Requirement for the Bond
Resolution will be approximately $1,386,006 and the value of the investments in the Debt Service Reserve Fund as
calculated under the Bond Resolution will not be less than the aggregate Debt Service Reserve Requirement. The
Debt Service Reserve Fund secures all Bonds issued under the Bond Resolution, including the Series Bonds, on an
equal basis.

The Act provides that the Agency may create and establish one or more debt service reserve funds for the
security of its bonds. The Agency will use moneys held in or credited to a debt service reserve fund solely for the
payment of principal of bonds of the Agency as the same mature, the purchase of those bonds, the payment of
interest thereon or the payment of any premium required when the bonds are redeemed before maturity, provided
that the moneys in that fund must not be withdrawn therefrom at any time in an amount as would reduce the amount
reasonably necessary for the purposes of the fund, except for the purpose of paying principal and interest due on the
bonds secured by the fund for the payment of which other moneys of the Agency are not available. The Agency may
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not issue any additional bonds or notes that are secured by a debt service reserve fund if the amount in that debt
service reserve fund or any other debt service reserve fund at the time of that issuance does not equal or exceed the
minimum amount required by the resolution creating that fund unless the Agency deposits in each fund at the time
of the issuance from the proceeds of the bonds or otherwise an amount that, together with the amount then in the
fund, will be no less than the minimum amount so required. The Act further provides that:

In order to assure the payment of principal and interest on bonds and notes of the agency and
the continued maintenance of all debt service reserve funds created and established therefor, the
agency shall annually determine and certify to the governor, on or before December 1, (a) the
amount, if any, then needed to restore each debt service reserve fund to the minimum amount
required by the resolution or indenture establishing the fund, not exceeding the maximum amount
of principal and interest to become due and payable in any subsequent year on all bonds or notes
which are then outstanding and secured by such fund; and (b) the amount, if any, determined by
the agency to be needed in the then immediately ensuing fiscal year, with other funds pledged and
estimated to be received during that year, for the payment of the principal and interest due and
payable in that year on all then outstanding bonds and notes secured by a debt service reserve fund
the amount of which is then less than the minimum amount agreed. The governor shall include and
submit to the legislature, in the budget for the following fiscal year, or in a supplemental budget if
the regular budget for that year has previously been approved, the amounts certified by the agency

In the opinion of Bond Counsel and counsel to the Agency, the Legislature is legally authorized, but not
legally obligated, to appropriate those amounts to the Debt Service Reserve Fund.

Additional Bonds

The Bond Resolution permits the issuance of additional Bonds, upon the adoption of a series resolution, to
provide funds for the purpose of financing Mortgage Loans for Developments under the Agency’s programs of
making Mortgage Loans and, in addition, to refund outstanding Bonds or other obligations issued to finance
Mortgage Loans, upon certain conditions contained therein (see Appendix E — “Summary of Certain Provisions of
the Bond Resolution—Additional Bonds™), without limitation as to amount except as may from time to time be
provided by law. Any additional Bonds issued under the Bond Resolution will be secured on an equal basis with the
Series Bonds and the Outstanding Bonds and entitled to the equal benefit, protection and security of the provisions,
covenants and agreements of the Bond Resolution.

Nothing in the Bond Resolution prohibits the financing of other multifamily housing developments under
other bond resolutions.

State Pledge Against Impairment of Contracts

The State in the Act has pledged to and agreed with the Bondholders that it will not limit or alter the rights
vested in the Agency to fulfill the terms of any agreements made with them or in any way impair the rights and
remedies of the Bondholders until the Bonds, together with the interest thereon and on any unpaid installments of
interest, and all costs and expenses in connection with any action or proceeding by or on behalf of those Holders, are
fully met and discharged.

THE RENTAL HOUSING PROGRAM

The Bond Resolution is currently the primary source of funds borrowed by the Agency to fund its
multifamily housing programs. The proceeds of Bonds issued under the Bond Resolution are lent by the Agency to
for-profit, nonprofit and limited profit sponsors that agree to construct or rehabilitate the Developments and lease the
dwelling units therein principally to persons and families with low and moderate incomes.

The precise nature of the multifamily housing programs financed under the Bond Resolution has varied

over the years and is expected to continue to vary based on the housing needs of the State of Minnesota and
resources available to address those needs. There follows a description of the housing programs for which there are
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loans outstanding that were either funded from Bond proceeds under the Bond Resolution or are pledged as
additional security under the Bond Resolution. All of the Developments financed under the Bond Resolution in
recent years have been processed under the Low and Moderate Income Rental Program, either as long-term loans or
as bridge loans. Recently originated loans have included the acquisition and construction of rental properties that
will be eligible for federal low-income housing tax credits and loans for the preservation of existing federal
subsidies under the Section 8 and Section 236 programs.

The existing Developments financed by Outstanding Bonds have been originated under the following
programs:

—Low and Moderate Income Rental Program (including HUD Risk-Sharing Program)

—Section 8 Housing Assistance Payment New Construction/Substantial Rehabilitation Program
(Uninsured Developments)/Asset Management Program

—Section 236 Interest Reduction Payments New Construction Program

In addition to the programs listed above, loans contributed as additional security under the Bond Resolution
have been financed under the following program:

—Apartment Renovation Mortgage Program
—Market Rate Mortgage Loan Program

The following table provides summary data regarding the outstanding loans financed or pledged as a
portion of the security for the Rental Housing Bond Resolution as of June 30, 2018 for the programs as listed above:

Rental Housing Program Mortgage Loan Program Summary as of June 30, 2018

Number of Number of Outstanding Percentage of
Program Loans Units Loan Amount Total Amount
Section 8 Housing Assistance
Payments Program’...........c..cccevveeeenene. 54 2,844 $ 41,953,412 29.06%
Apartment Renovation Mortgage
Program ... 3 128 306,755 0.21
Low and Moderate Income
Rental Program — .......ccccceevvivvvcveccnnn 39 3,188 100,259,567 69.43
Market Rate Mortgage Loan Program... 4 216 1,877,950 1.30
Section 236 Interest Reduction
Payments Program...........cccceeeeieeiennns 1 27 12 0.00
101 6,403 $144,397,696 100.00%

“Includes 10 HUD Risk-Sharing loans for Developments with 967 aggregate units and an aggregate outstanding loan amount
of $29,265,041.

“Includes 22 HUD Risk-Sharing loans for Developments with 2,113 aggregate units and an aggregate outstanding loan
amount of $58,941,965 and four bridge mortgage loans for Developments with 132 units and an aggregate outstanding
loan amount of $14,675,000.

17



Page 39 of 134

Low and Moderate Income Rental Program

The Low and Moderate Income Rental Program (the “LMIR Program”) is the program under which the
Agency is currently making loans funded from the proceeds of Bonds issued under the Bond Resolution. Some of
the loans involve the preservation of existing federal housing subsidies. The federal housing subsidies preserved in
connection with loans under the LMIR Program have included Section 8 project-based assistance and Interest
Reduction Payments Contracts under Section 236; both of these subsidy programs are described below. Most recent
developments financed under this program have also benefited from the receipt of federal low-income housing tax
credits.

In the LMIR Program, which is administered by the Multifamily Division of the Agency, the Agency uses
the proceeds of Bonds issued under the Bond Resolution to provide permanent and construction loan financing for
the acquisition/rehabilitation or construction of multifamily housing Developments. The Agency, under the LMIR
Program, may also use other available funds to provide permanent and construction loan financing for the
acquisition/rehabilitation, refinance/rehabilitation or construction of multifamily housing Developments. The
proceeds of the Bonds or other available funds are lent by the Agency to nonprofit or limited profit entities that
agree to construct or rehabilitate the Developments and lease the dwelling units therein principally to persons and
families of low and moderate income. Several of the loans made under the LMIR Program have been insured under
the FHA Section 223(a)(7) and 241 insurance programs. Generally, loans to Developments financed under the
LMIR Program also receive one or more low- or non-interest bearing, non-amortizing subordinate loans that
facilitate keeping rents below market rate levels and reduce the amount of amortizing debt.

In the Agency’s administration of its LMIR Program, the Agency has made Mortgage Loans of up to 100
percent of total development costs. Mortgage Loans for Developments are generally made for terms of 30 to 40
years or are made as short-term loans payable when construction or rehabilitation is completed.

HUD Risk-Sharing Program

As part of the LMIR Program under the Bond Resolution, the Agency has made and expects to make
Mortgage Loans under the Department of Housing and Urban Development Housing Finance Agency Risk-Sharing
Program for Insured Affordable Multifamily Project Loans (“HUD Risk-Sharing Program”). Section 542(c) of the
Housing and Community Development Act of 1992, as amended (the “Risk-Sharing Act”) authorized the Secretary
of the Department of Housing and Urban Development (“HUD”) to enter into risk-sharing agreements with qualified
state or local housing finance agencies (“HFASs”) to enable those HFAs to underwrite and process loans for which
HUD, acting through the Federal Housing Administration (“FHA”), will provide full mortgage insurance for eligible
projects. HUD has promulgated regulations at 24 C.F.R. Part 266 (the “Regulations™) pursuant to the Risk-Sharing
Act. The HUD Risk-Sharing Program allows HFAs to carry out certain HUD functions, including the assumption of
underwriting, loan management and property disposition functions and responsibility for defaulted loans, and
provides for reimbursement of HUD for a portion of the loss from any defaults that occur while the HUD contract of
mortgage insurance is in effect.

The HUD Risk-Sharing Program requires that an interested HFA first be approved as a qualified housing
finance agency. Upon notification of approval as a qualified HFA, the HFA must execute a risk-sharing agreement
between the Commissioner of FHA and the HFA. The risk-sharing agreement must state the agreed upon risk
apportionment between HUD and the HFA, the number of units allocated to the HFA, a description of the HFA’s
standards and procedures for underwriting and servicing loans, and a list of HFA certifications designed to assure its
proper performance.

Projects eligible to be insured under the HUD Risk-Sharing Program include projects receiving Section 8 or
other rental subsidies, single room occupancy projects, board and care/assisted living facilities and elderly projects.
Transient housing or hotels, projects in military impact areas, retirement service centers, and nursing homes or
intermediate care facilities are specifically excluded from eligibility for insurance under the program.

The Agency has been designated by HUD as a “qualified HFA” under the Risk-Sharing Act. The Agency
has entered into a risk-sharing agreement with HUD dated as of May 3, 1994 (the “Risk-Sharing Agreement”) which
sets out the terms for the Agency’s participation in the HUD Risk-Sharing Program. The Agency has a “Level I”” and
“Level 11” approval under the regulations, which means the Agency agrees to reimburse HUD for 50 percent, or
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from 10 percent to 50 percent, of any losses incurred as a result of a default under a HUD Risk-Sharing Program
loan. “Level I” approval permits the Agency to use its own underwriting standards and loan terms and conditions (as
disclosed and submitted with its application) to underwrite and approve loans with review and approval by the local
HUD office. Most of the Developments committed to be financed to date under the HUD Risk-Sharing Program
have been insured based upon a 50/50 split of any losses.

Prior to funding of a Mortgage Loan by the Agency, HUD issues a Risk-Sharing Firm Approval Letter
under which it agrees to endorse the Mortgage Note either at closing (in which case all advances are insured) or
upon completion of construction and satisfaction of various conditions relating to the Mortgage Loan, including
funding of all anticipated sources of funds. If the Mortgage Note is not endorsed until completion of construction,
HUD is not obligated to reimburse the Agency for any losses that occur as a result of a default under the loan
documents prior to completion of construction and endorsement of the Mortgage Note for insurance by HUD.

A mortgagee under an FHA-insured mortgage is entitled to receive the benefits of insurance after the
mortgagor has defaulted and that default continues for a period of 30 days. If the default continues to exist at the end
of the 30-day grace period, the mortgagee is required to give HUD written notice of the default within 10 days after
that grace period and monthly thereafter, unless waived by HUD, until the default has been cured or the Agency has
filed an application for an initial claim payment. Unless a written extension is granted by HUD, the Agency must
file an application for initial claim payment (or, if appropriate, for partial claim payment) within 75 days from the
date of default unless extended at the request of the HFA. The initial claim amount is based on the unpaid principal
balance of the mortgage note as of the date of default, plus interest at the mortgage note rate from the date of default
to the date of initial claim payment. HUD must make all claim payments in cash. The initial claim payment is equal
to the initial claim amount, less any delinquent mortgage insurance premiums, late charges and interest assessment
under the Regulations. Within 30 days of the initial claim payment, the HFA must use the proceeds of the initial
claim payment to retire any bonds or any other financing mechanisms and must also issue to HUD a debenture,
payable in five years unless extended, in an amount equal to the amount of the initial claim payment, representing
the HFA’s reimbursement obligation to HUD under its Risk-Sharing Agreement.

The Regulations provide that not later than 30 days after either (1) foreclosure sale or sale after acceptance
of a deed-in-lieu of foreclosure or (2) expiration of the term of the HFA debenture, loss on the mortgaged property is
determined and allocated between HUD and the HFA in accordance with their respective percentages of risk
specified in the Mortgage Note and the Risk-Sharing Agreement.

The Agency Regulatory Agreement

The uninsured Section 8-assisted Developments and Developments financed under the LMIR and HUD
Risk-Sharing Programs are all subject to regulatory agreements with the Agency regulating their rents, distributions,
occupancy, management and operation. The regulatory agreements are in effect during the entire term of the
Mortgage Loan. Under the regulatory agreements, a limited-profit or nonprofit owner may not make distributions to
its partners or members in any one year in excess of a percentage of its initial equity in a Development. The
allowable percentage of equity ranges from 6 percent to 15 percent, depending on the program under which the
Mortgage Loan was financed.

Section 8 Program

General Description

Under the Section 8 Program, HUD provides for the payment of a subsidy for the benefit of low income
families, which are defined generally as those families whose incomes do not exceed 80 percent of the median
income for the area, as determined by HUD. Until recent years, almost all of the Developments with Section 8
subsidies financed by the Agency were financed from a set-aside from HUD under which the Developments were
underwritten and financed by the Agency. The Agency entered into Traditional Contract Administration (“TCA”)
Annual Contributions Contracts (“ACC”s) with HUD and Section 8 Housing Assistance Payments Contracts (“HAP
Contracts”) with owners under which the subsidy payments were made on behalf of tenants in the Developments.
Pursuant to the ACC for each Development, HUD committed funding through the entire term of the HAP Contract.
The Agency receives monthly subsidy payments with respect to each assisted dwelling unit, and then in turn
disburses or credits monthly housing assistance payments to the owner of the Development under the HAP Contract.
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In addition, several of these Developments also received an Agency first mortgage loan, some of which were insured
under an FHA insurance program. After the initial contract expiration, many of these HAP Contracts have been
renewed for a period of 20 years. The owner has the option to renew for a shorter term. It is anticipated, but not
assured, that HUD will continue to provide the opportunity for owners to renew expiring HAP Contracts under the
provisions of Section 524 of the Multifamily Assisted Housing Reform and Affordability Act of 1997, as amended.
In recent years, the Agency has provided new financing (deferred or amortizing) to Developments with HAP
Contracts, many in conjunction with a Declaration of Covenants, Conditions and Restrictions pursuant to which the
owner has agreed to continuously renew the HAP Contract through the maturity date of the Agency’s Mortgage
Loan. It is anticipated, but not assured, that the federal government will continue to provide these owners with the
option to renew their HAP Contracts upon expiration. Renewals of HAP Contracts beyond the expiration of the
initial contract term are subject to annual appropriations and spending authority in the federal budget. Contracts to
convert tenant-based HUD vouchers or certificates into project-based assistance (as described below) are also
subject to annual appropriation and spending authorization in the federal budget.

HAP Contract Term for State Agency Set-Aside Program

Under HUD regulations, the initial terms of the HAP Contracts for uninsured Developments financed under
the state agency set-aside program were for either 30 or 40 years, with provisions for renewal for five-year periods
within the 30- or 40-year term. The term of the initial ACC is the same as the initial HAP Contract term.
Nonrenewal of the Section 8 HAP Contract under federal law and Minnesota state statutes requires proper
notification to the residents, the applicable city, the Metropolitan Council Housing and Redevelopment Authority,
the Agency and HUD. This nonrenewal (opt-out) of the HAP Contract is independent of the Development’s existing
first mortgage financing. (See “Certain Information Regarding Housing Assistance Payment Contracts — Certain
Recent Developments.”) Although the Section 8 housing assistance payments are made to the owner and in effect
represent rental income, the HAP Contract may, with HUD’s consent, be assigned as security by the owner to the
first mortgage lender for the Development. All of the Developments with HAP Contracts within the Agency’s first
mortgage loan portfolio are assigned to the Agency as security for the Mortgage Loan. HAP Contracts may not be
terminated by HUD if the Mortgage Loan on the Development goes into default, so long as the owner has not
breached any of the owner’s obligations under the HAP Contract. In the event of a breach of the HAP Contract by
the owner, HUD may abate subsidy payments or terminate the HAP Contract after giving the owner reasonable
opportunity to comply with the requirements of the HAP Contract. Under HUD regulations, the HAP Contract may
be assigned to a new owner of the Development. HUD may also determine that the HAP Contract may be
terminated or may reassign the Section 8 housing assistance payments subsidy to another development. If the
Section 8 subsidy is assigned to another development, the HAP Contract and the ACC will continue in effect and
housing assistance payments will continue in accordance with the terms of the HAP Contract. (See “Certain
Information Regarding Housing Assistance Payment Contracts — Certain Recent Developments.”)

Certain Information Regarding Housing Assistance Payment Contracts
General

The following discussion provides certain information with regard to the Section 8 program and HAP
Contract requirements that may affect payments made by HUD pursuant to the HAP Contracts. That information is
not comprehensive or definitive and, as appropriate, is qualified in its entirety by reference to the United States
Housing Act of 1937, as amended (the “Housing Act”), and HUD Section 8 Program Guidebooks, Handbooks,
Notices, and Memoranda.

Adjustments in Contract Rents

The HAP Contract defines the type of contract rent adjustment that the Development can request. For HAP
Contracts in the Agency’s Traditional Contract Administration portfolio that are in their original term, owners can
request an Annual Adjustment Factor Rent Adjustment based on the annual adjustment factor published by HUD.
Interim revisions may be made where market conditions warrant. The annual adjustment factor is applied on the
anniversary date of each HAP Contract to contract rents, resulting in upward adjustment. Pursuant to federal
legislation enacted in 1997, if the contract rents for a Development exceed the applicable HUD fair market rents,
then contract rents may not be increased beyond comparable market rents (plus the initial differential between the
initial contract rents and the comparable rents). The comparable rents are determined by independent appraisals of
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Developments in the form of a Rent Comparability Study submitted by the owner. In addition, special additional
adjustments may be granted to reflect increases in the actual and necessary expenses of owning and maintaining a
Development resulting from substantial “and general increase in real property taxes, assessments, utility rates and
hazard insurance increases, where the increased cost is not sufficiently covered by the annual AAF adjustment.”
HUD Notice H 2002-10. Adjustments may not result in material differences between rents charged for assisted units
and unassisted units of similar quality and age in the same market area, except to the extent of the initial difference
at the time of contract execution. Under current law, “[t]he Secretary may not reduce the contract rents in effect on
or after April 15, 1987, for newly constructed, substantially rehabilitated, or moderately rehabilitated projects
assisted under this section, unless the project has been refinanced in a manner that reduces the periodic payments of
the owner.” 42 U.S.C. § 1437f(c)(1)(C). There can be no assurance that increases in contract rents will result in
revenues sufficient to compensate for increased operating expenses of the Developments. There can be no assurance
that there will not be a decrease in contract rents. A rent decrease may affect the ability of the owners of the
Developments to pay principal and interest on the Mortgage Loans, which in turn could adversely affect the ability
of the Agency to make timely payments of interest and principal on the Bonds with amounts pledged under the Bond
Resolution. (See “Certain Recent Developments.”)

Limitations on Increases in Housing Assistance Payments

An increase in contract rents, because of the application of an annual adjustment factor or a special
additional adjustment, will normally result in an increase in Housing Assistance Payments payable to the owner
under the HAP Contract. The annual maximum housing assistance payments are initially limited to the initial
contract rents. A project account is required to be established and maintained by HUD, in an amount determined by
HUD, and the account must be established and maintained consistent with its responsibilities under the Housing Act.
Whenever the estimated annual housing assistance payment exceeds the annual maximum housing assistance
commitment and would cause the amount in the project account to be less than 40 percent of that maximum
commitment, HUD is required to take additional steps authorized by Section 8(c)(6) of the Housing Act to assure
that housing assistance payments will be increased on a timely basis. Section 8(c)(6) of the Housing Act authorizes
“the reservation of annual contributions authority for the purpose of amending housing assistance contracts, or the
allocation of a portion of new authorizations for the purpose of amending housing assistance contracts.” Based on
this guidance, HUD does not increase annual contributions contract authority until the project account has been
exhausted.

Certain Recent Developments

In July 2002, HUD announced an interpretation of its Office of General Counsel with respect to the form of
HAP Contract in use prior to 1979 (the “Old Regulation HAP Contract™). This interpretation provides that the HAP
Contract terminates upon any prepayment of the original permanent financing of the related development, including
any refinancing that included prepayment of the first Mortgage Loan. HUD also stated that it would agree to amend
any HAP Contract to eliminate that termination. All of the first mortgage loans with this form of HAP Contract in
the Agency’s TCA portfolio were provided by the Agency. There are many Developments with Agency mortgage
loans that have been prepaid where HUD has continued to make payments under the HAP Contracts during the
years since the Agency loans were prepaid. It is the Agency’s understanding that current HUD practice is to approve
the continuation of HAP Contracts upon payment of the original financing when the owner has elected to remain in
the Section 8 program. In 2015, HUD issued the final version of the Section 8 Renewal Policy Guide Book. Chapter
16 of the Guide Book reiterates the Office of General Counsel interpretation of the Old Regulation HAP Contract
and gives prepaying owners the option to amend the HAP Contract to extend the term to the originally scheduled
maturity date, renew the HAP contract under the Multifamily Assisted Housing Reform and Affordability Act
(“MAHRA”), or opt out of the Section 8 program. Contracts that are subject to Chapter 16 will be renewed and
amended as outlined in the newly revised chapter. At this time, the Agency cannot predict the potential risk for opt-
outs under the provisions of Chapter 16; however, the Agency handles potential opt-outs proactively to support the
Agency’s priority for preservation of federally assisted housing.

In recent years, there have been numerous pronouncements from HUD officials and various elected
officials as to the future of HUD and the Section 8 program. The scope of these pronouncements has ranged from a
total elimination of HUD and the Section 8 program to a restructuring of HUD and the reduction in funding of the
Section 8 program. In addition, the consolidation and alignment of HUD’s programs and the transfer of certain
administrative responsibilities for HUD programs to contract administrators, state and local governments and other
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entities continue to be proposed. (Note that HUD has contracted project-based Section 8 program administration
services to state and local governments and other entities since 1999.) Furthermore, Congress continues to propose
reductions in all federal spending, including funding for HUD and its programs.

HUD officials have from time to time proposed to Congress that it repeal the provision of the Housing Act
prohibiting the Secretary of HUD from reducing contract rents below the current contract rents in effect as of April
15, 1987. (See “Adjustments in Contract Rents.”) It is not clear whether such a repeal would withstand a
constitutional challenge. The effect of repealing those provisions would be to permit HUD to reduce the contract
rents for Section 8 Developments to “market rents,” but not lower than the initial contract rents, plus the initial
difference, approved by HUD for the Development. Reductions in current contract rents have occurred and continue
to occur due to HUD’s changes to its Section 8 Renewal Policy Guide Book and its 4350.1 Handbook (Chapter 7).

At this time, the Agency cannot predict the terms of the legislation, if any, that may be enacted with respect
to HUD. Legislation could significantly change HUD’s structure, its administration and its programs (including the
Section 8 program), and the funding of HUD and its programs. The Agency also cannot predict whether any
legislation, if enacted, would adversely affect the ability of the Agency to make timely payments of interest and
principal on the Bonds (including the Series Bonds) with amounts pledged under the Resolutions.

Over the years, there have been several court decisions with respect to the Section 8 program and HAP
Contracts. The United States Supreme Court, in its 1993 decision, Cisneros v. Alpine Ridge Group, held that HAP
Contracts between private landlords and HUD did not prohibit the use of comparability studies with private market
rents to impose an independent cap on formula-based rent adjustments. In a January 1997 decision, National Leased
Housing Association v. United States, the United States Court of Appeals for the Federal Circuit upheld a decision
of the Court of Claims that the “overall limitation” provision contained in the rent adjustment section in HAP
Contracts (which states, in effect, that notwithstanding any other provision of the HAP Contract, adjustments
provided for in that section of the HAP Contract must not result in material differences between the rents charged
for assisted and comparable unassisted units except to the extent that differences existed with respect to the contract
rents set at contract execution or cost certification, as applicable) permits HUD to use comparability studies to
decrease contract rents to eliminate material differences between rents charged for assisted and comparable
unassisted units that are greater than the initial difference. In addition, the Court of Appeals affirmed the decision of
the Court of Claims that HAP Contracts permit HUD to reduce rents below a previous year’s rent levels through the
use of comparability studies, and that the “initial difference” referred to in the HAP Contract is determined by the
initial dollar amount and not by a percentage of the initial rents. Based on guidance in HUD’s Section 8 Renewal
Policy Guidebook, issued in 2000, as amended, HAP Contracts that are renewed under MAHRA may have their
contract rents reduced to “market rents.” This Guidebook also provides the opportunity for debt restructuring by
HUD’s Office of Affordable Housing Preservation in conjunction with the reduction in contract rents if a property is
eligible.

At this time, the Agency is unable to predict what additional actions, if any, HUD or Congress will take in
the future with respect to rent adjustments. Future policy changes for rent adjustments may be impacted by federal
budget constraints. Beginning in federal fiscal year 2012, HUD implemented three primary cost cutting measures
that affect all New Regulation (i.e., post-1979) HAP Contracts. These cost cutting measures, which have been
continued for federal fiscal year 2015, include using residual receipts in lieu of rent increases, using residual receipts
in lieu of subsidy payments, using the lesser of budget-based or Operating Cost Adjustment Factor (“OCAF”) rent
adjustments, offering automatic OCAF rent adjustments that are limited to market rents including option 4 multi-
year annual renewals, and short funding HAP Contracts. Old Regulation HAP Contracts that have not initially
renewed under MAHRA have not been affected by the cost cutting measure of using residual receipts in lieu of
subsidy payments. As noted above under “Adjustments in Contract Rents,” Congress has passed legislation and
HUD has implemented procedures to restrict Annual Adjustment Factor rent increases above fair market rents for
the 1997 and subsequent federal fiscal years for contracts that are in their original 20-, 30- or 40-year term. Upon
initial renewal of the HAP Contract, the Development generally is not eligible for Annual Adjustment Factor rent
adjustments under MAHRA, but is eligible for budget based, Operating Cost Adjustment Factor, mark-up-to-market,
and mark-to-market (mark down to market) rent adjustments. HUD’s Section 8 Renewal Policy Guide Book, as
amended, and its Handbook 4350.1, Chapter 7 do not allow for the use of initial differences, Financing Adjustments,
or Financing Adjustment Factors when determining these rent adjustments; they are excluded from rent adjustment
calculations. Also, HUD has proposed additional changes to the Section 8 HAP Contracts that include provisions
around combining HAP Contracts and risk-based monitoring. Currently, guidance for combining HAP Contracts
has been issued through a HUD memorandum. The Agency has not seen this tool leveraged by owners; however,
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the potential does exist. This measure would reduce the number of on-site inspections and the number of financial
statements that owners must submit, as well as allow properties to share income and operating expenses. The 2014
cost cutting measures remain in effect. Actions by HUD that limit options for contract renewals and restrict the
definition of market rents in many cases result in a decrease in contract rents, which could negatively impact the
ability of owners to pay principal and interest on the Mortgage Loans, which in turn could adversely affect the
ability of the Agency to make timely payments of interest and principal on the Bonds from the amounts pledged
under the Bond Resolution.

Project-Based Vouchers

Recently, the Agency has been working with local housing and redevelopment authorities and public
housing authorities to provide for project-based Section 8 Housing Choice Vouchers for a portion of the units in a
Development financed under the LMIR Program. Under this program, approximately 20 percent of the units in a
Development receive year-to-year project-based Housing Choice Vouchers with the rents set at the Section 8
Existing Housing Fair Market Rent (“FMR™) or payment standard. The Agency has found that the HUD-published
FMR or payment standard is typically less than the market rent that could be charged without the subsidy; therefore,
staff considers there to be minimal risk in the event of nonrenewal of the year-to-year ACC.

Section 8 Contract Administration

In 2000, the Agency was awarded an Annual Contributions Contract (“ACC”) with HUD as a
Performance-Based Contract Administrator (“PBCA”) for the contract administration of a portion of HUD’s project-
based Section 8 portfolio. Under the ACC, HUD partners with qualified entities for the administration of Section 8
HAP Contracts made directly between HUD and owners of the affected developments. In 2011, HUD held a
national competitive rebid to qualified entities for the work performed under the ACC. The Agency was one of 11
states that had only one bid and were awarded a contract uncontested. As a result, the Agency was awarded a new
two-year PBCA contract for the State of Minnesota, which was originally set to expire on September 30, 2013. The
Agency has been granted extensions of its ACC since September 30, 2013. The most recent extension is in effect
through December 31, 2018. The 2011 national rebid process resulted in a number of bid protests. As a result of
those protests and the resultant litigation, the U.S. Court of Appeals for the Federal Circuit ruled that the PBCA
ACCs should be awarded through the federal procurement process rather than the Notice of Funding Availability
and cooperative agreements that HUD used in making its 2011 contract awards. The Supreme Court declined to
review the ruling.

HUD issued two draft Request for Funding Proposals (“RFPs™) that encapsulated the work conducted
under the PBCA program in late 2017. The draft RFPs contemplated significant program changes, including
dividing the work between a national contract and multiple regional contractors. In March of 2018, HUD cancelled
the RFPs in light of the extensive comments that were submitted regarding the drafts. The cancellation notices
indicate that HUD plans to undertake additional due diligence and expects to issue new RFPs at some point in the
future. It is unclear when HUD may issue any more RFPs related to the work conducted under the PBCA program.
Depending on the form and content of any RFPs, there may be bid protests and litigation with respect to the RFPs
and any new awards of the PBCA contracts that result from the RFPs. The Agency intends to seek to retain the
PBCA work in the State of Minnesota. There is, however, significant uncertainty in this area as it is unknown when
HUD will release any subsequent RFPs, what the terms of those RFPs will be, and what impact any bid protests or
litigation may have on the process.

Section 236 Interest Reduction Payments Program

Under the Section 236 program, HUD makes monthly interest reduction payments directly to the Agency
as mortgage lender on behalf of the Mortgagor. The amount of the monthly HUD payment is calculated as the
difference between the monthly payment that would be required for principal, if any, interest (not in excess of the
maximum rate approved by HUD for loans insured by FHA as of the date of the agreement plus one half of one
percent per annum) and fees and charges (not in excess of one half of one percent per annum of the principal amount
of the Mortgage Loan) that the Mortgagor is obligated to pay with respect to the subsidized dwelling units and the
monthly payment that would be required for principal, if any, and interest that the Mortgagor would be required to
pay with respect to the subsidized dwelling units if the Mortgage were to bear interest at the rate of 1 percent per
annum. The Section 236 program requires that the Mortgagor covenant, among other things, that (1) the Mortgagor
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will establish basic (subsidized) rents and fair market rents for each subsidized dwelling unit, (2) the rent for each
subsidized dwelling unit will be equal to 30 percent of the tenant’s income or the basic rent, whichever is greater, up
to a maximum of the fair market rent, (3) the Mortgagor will limit admission to subsidized dwelling units to families
whose incomes do not exceed the federal income limits, and (4) the Mortgagor will remit to HUD monthly the
amount by which the total rents collected on all subsidized dwelling units exceed the sum of the approved basic
rents for all those units.

Beginning in 1999, the Agency has made loans to new and existing owners of Developments originally
financed under the Section 236 program to refinance the original Mortgage Loan and make additional Mortgage
Loans for rehabilitation and other project purposes in order to maintain the Developments as subsidized housing. For
the Section 236 refinancings, the interest reduction payments are continued after the refinancing in various forms in
accordance with the original payment schedule through the scheduled maturity date of the original Mortgage Loan.
Since the new Mortgage Loans have had 30-year maturities, the term of the interest reduction payments is less than
the term of the new Mortgage Loan. The reduction in project revenue at the end of the term of the Section 236
contract has been taken into account in the underwriting of the new Mortgage Loans. In the one instance where a
Section 236 mortgage was refinanced for an existing owner, the loan was financed from Agency resources and not
financed or pledged under the Bond Resolution.

For Developments with uninsured first mortgage loans or loans made under the HUD Risk-Sharing
Program, the Agency enters into agreements for interest reduction payments between HUD, the Agency and the
Mortgagor that provide for administration of the Section 236 program by the Agency and interest reduction
payments by HUD. HUD will terminate payments under the agreement if the Development is acquired by the
Agency or any owner not eligible under Section 236(b) of the National Housing Act. HUD will have discretion to
terminate payments at any time under the agreement (1) upon default by the Mortgagor or the Agency under any
provision of the agreement; or (2) if any action of foreclosure is instituted by the Agency, unless the Agency (i)
gives to HUD in advance written notice of its intention to institute foreclosure, and (ii) submits to HUD in advance a
plan acceptable to HUD providing for continuity of the eligibility of the Development for receiving the benefits of
Section 236. If payments are terminated or to be terminated pursuant to the agreement, those payments may be
reinstated or continued by HUD at its discretion and on conditions as it may prescribe. The rights and obligations
under the agreement are not assignable by the Agency or by the Mortgagor without prior written approval by HUD;
except that, in connection with the issuance of its notes and bonds for the purpose of providing financing under the
Development’s Mortgage, the Agency may assign or pledge the Development’s Mortgage and its rights thereunder
as security to its note or bond holders or to a trustee without prior written approval of HUD.

Apartment Renovation Mortgage Program

The purpose of this Program is to maintain and improve the rental housing in Minnesota that is affordable
to low and moderate income households. Developments were financed under this Program from 1987 to 1991 using
taxable bond financing, all of which has since been redeemed. The Agency is not presently making any Mortgage
Loans pursuant to this Program.

Market Rate Mortgage Loan Program

In its Market Rate Mortgage Loan Program, which is administered by the Multifamily Division of the
Agency, the Agency issues Bonds under the Bond Resolution to provide permanent and construction loan financing
for the acquisition/rehabilitation or construction of multifamily housing Developments. The proceeds of the Bonds
are lent by the Agency to nonprofit or limited profit sponsors that agree to construct the Developments and lease the
dwelling units therein principally to persons and families of low and moderate income. The Agency is not presently
making any new Mortgage Loans pursuant to this Program.

Monitoring of Developments

In an attempt to minimize the risk inherent in long-term Mortgage Loans, the Agency has established the
following guidelines for the monitoring of Developments:

e The Agency’s Accounting Division is responsible for monthly billing of principal and interest and
escrows, and for paying insurance, property taxes and other expenses in a timely manner.
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The Agency’s Multifamily Asset Management Section is responsible for the supervision of all
Developments, beginning with the feasibility processing. Prior to loan closing the Asset
Management Section works with the sponsors and their marketing and management agents to
review marketing and management plans. The management plan of a Development includes
information on the management agent’s proposed method of operating the Development. That
information relates to the organizational structure and on-site duties and staffing of the
management agent, initial and on-going marketing plans, contents of an orientation handbook for
residents and requirements for reporting operating expenses, budget and energy conservation
information. Upon completion of construction or rehabilitation, the Asset Management Section
begins to monitor the implementation of the management plan, rent up and ongoing occupancy
and reviews periodic submissions of income and expense data.

The Asset Management Section generally monitors the operations of Developments on an ongoing basis in

generally the following ways:

On-Site Inspections. After initial marketing has been completed, on-site inspections are
periodically made to check on management performance. Reports summarizing findings of
inspections are submitted to the owner and management agent along with a timetable for
correcting deficiencies, if necessary.

Reporting Requirements. Management agents for each Development are required to submit regular
accounting and occupancy reports to the Agency’s Asset Management Section. Smaller, non-
subsidized Developments have proven to be erratic in meeting the Agency’s reporting
requirements. The reports are reviewed by the Housing Management Officer assigned to each
Development in order to identify significant deviations from the operating budget or change in
occupancy.

The Agency generally receives the following financial information related to each Development:

(M Monthly Operating Report—due the 15th day of the following month;

(i) Analysis of Accounts Payable and Receivable—due the 15th day of the month following
the end of each quarter;

(iii) Analysis of Reserve Accounts—prepared monthly by Asset Management staff;

(iv) Annual Budget—due 60 days prior to the beginning of the fiscal year to which the budget
relates; and

(V) Annual Audited Financial Statements—due not more than 90 days (60 days for HUD
Risk Share) following the end of each fiscal year.

For seasoned, well-maintained, financially sound Developments, the Agency may only require
annual operating reports in the future.

Training Sessions. The Agency provides technical assistance when needed for new management
agents and the on-site resident manager to acquaint them with Agency and HUD procedures and
requirements. Technical assistance is provided, as needed, throughout the life of the Mortgage
Loan.

Applicable Federal Law Requirements

Applicable federal tax law imposes significant limitations on the financing of Mortgage Loans for

Developments with the proceeds of qualified residential rental property bonds, such as the Series Bonds. (See “Tax
Exemption and Related Considerations.”)
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OTHER PROGRAMS

In addition to the Program funded from the proceeds of the Bonds, the Agency finances other housing
programs that provide loans for the purchase or improvement of single family housing and the acquisition,
construction or rehabilitation of multifamily rental housing in the State of Minnesota. The assets devoted to these
programs are briefly described in the notes to the Financial Statements in Appendix B.

TAX EXEMPTION AND RELATED CONSIDERATIONS
General

The applicable federal tax law establishes certain requirements that must be met subsequent to the issuance
and delivery of the Series Bonds in order that interest on the Series Bonds be and remain excludable from gross
income under Section 103 of the Internal Revenue Code of 1986, as amended (the “Code”). These requirements are
generally described below. Noncompliance with these requirements may cause interest on the Series Bonds to
become includable in gross income for purposes of federal and State of Minnesota income taxation retroactive to
their date of original issue, irrespective in some cases of the date on which that noncompliance is ascertained or
occurs.

The Bond and Series Resolutions, and loan documentation pertaining to the Developments financed by the
Series Bonds, contain provisions (the “Tax Covenants™), including covenants of the Agency and the owner, pursuant
to which, in the opinion of Bond Counsel, the current requirements of the Code can be satisfied.

Opinion of Bond Counsel

In the opinion of Kutak Rock LLP, Bond Counsel, to be delivered, with respect to the Series Bonds, on the
date of issuance of the Series Bonds, assuming the accuracy of certain representations and continuing compliance by
the Agency with the Tax Covenants, under existing laws, regulations, rulings and judicial decisions, interest payable
on the Series Bonds is excluded from gross income for Federal income tax purposes pursuant to Section 103 of the
Code, except that no opinion is expressed as to the exclusion of interest on any Series Bond for any period during
which the Series Bond is held by a person who is a “substantial user” of the facilities financed with the proceeds of
the Series Bonds or a “related person” within the meaning of Section 147(a) of the Code. Bond Counsel is further of
the opinion that interest on the Series Bonds is not a specific preference item or included in corporations’
calculations of adjusted current earnings for purposes of the federal alternative minimum tax.

In addition, in the opinion of Bond Counsel, interest on the Series Bonds is not includable in the taxable net
income of individuals, trusts and estates for Minnesota income tax purposes. Interest on the Series Bonds is
includable in the income of corporations and financial institutions for purposes of the Minnesota franchise tax.
Interest on the Series Bonds is not includable in the Minnesota alternative minimum taxable income of individuals,
estates and trusts.

Bond Counsel expresses no opinion regarding any other Federal or state tax consequences with respect to
the Series Bonds, and renders its opinion under existing statutes and court decisions as of the issue date, and
assumes no obligation to update its opinion after the issue date to reflect any future action, fact or circumstance, or
change in law or interpretation, or otherwise. Bond Counsel expresses no opinion on the effect of any action
hereafter taken or not taken in reliance upon an opinion of other counsel on the exclusion from gross income for
Federal income tax purposes of interest on the Series Bonds, or under state and local tax law.

A form of the Bond Counsel opinion with respect to the Series Bonds is attached hereto as Appendix G.

Prospective owners of the Series Bonds should be aware that the ownership of obligations such as the
Series Bonds may result in collateral Federal income tax consequences to various categories of persons, such as
corporations (including S Corporations and foreign corporations), financial institutions, property and casualty and
life insurance companies, individual recipients of Social Security or railroad retirement benefits, individuals
otherwise eligible for the earned income tax credit, and taxpayers deemed to have incurred or continued
indebtedness to purchase or carry obligations the interest on which is excluded from gross income for Federal
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income tax purposes. The extent of these collateral tax consequences will depend upon the owner’s particular tax
status and other items of income or deduction, and Bond Counsel has expressed no opinion regarding any such
consequences. Purchasers of the Series Bonds should consult their tax advisors as to the tax consequences of
purchasing or owning the Series Bonds. Interest on the Series Bonds may be taken into account in determining the
tax liability of foreign corporations subject to the branch profits tax imposed by Section 884 of the Code.

The foregoing is a brief discussion of certain collateral Federal income tax matters with respect to the
Series Bonds. It does not purport to address all aspects of Federal taxation that may be relevant to a particular owner
of a Series Bond. Prospective investors, particularly those who may be subject to special rules, are advised to consult
their own tax advisors regarding the Federal tax consequences of owning and disposing of the Series Bonds.

Certain Ongoing Federal Tax Requirements and Covenants

The Code establishes certain ongoing requirements that must be met subsequent to the issuance and
delivery of the Series Bonds in order that interest on the Series Bonds be and remain excluded from gross income
under Section 103 of the Code. These requirements include, but are not limited to, requirements relating to use and
expenditure of gross proceeds of the Series Bonds, yield and other restrictions on investments of gross proceeds, and
the arbitrage rebate requirement that certain excess earnings on gross proceeds be rebated to the Federal
Government. Noncompliance with those requirements may cause interest on the Series Bonds to become included in
gross income for Federal income tax purposes retroactive to their issue date, irrespective of the date on which that
noncompliance occurs or is discovered. The Agency will covenant that it will do and perform all acts necessary or
desirable to assure the exclusion of interest on the Series Bonds from gross income under Section 103 of the Code.
The Agency will deliver a certificate with respect to ongoing Federal tax requirements with the issuance of the
Series Bonds that will contain provisions relating to compliance with the requirements of the Code. The Agency also
has required or will require owners to make certain covenants in the Mortgage Loan documents relating to
compliance with the requirements of the Code. No assurance can be given, however, that in the event of a breach of
any covenant, the remedies available to the Agency or the owners of the Series Bonds can be enforced judicially in a
manner to assure compliance with the Code and therefore to prevent the loss of the exclusion from gross income of
the interest on the Series Bonds for Federal income tax purposes. Those Federal tax compliance covenants will be
subordinate to the rights of FHA under the Mortgage Loan documents and the enforcement of those covenants will
be subject to FHA approval. Because of these FHA restrictions, enforcement remedies available to the Agency or
any other mortgagee may be inadequate to prevent the loss of tax exemption of interest on the Series Bonds for
Federal income tax purposes.

Low Income Set-Aside Requirements under the Code

Each series of bonds issued under the Bond Resolution with the intention that the interest paid thereon will
be excludable from gross income for Federal income tax purposes (“Tax-Exempt Bonds”), including the Series
Bonds, must satisfy the applicable requirements of the Code. In general, Tax-Exempt Bonds originally issued for
new money purposes after the general effective date of the Code of August 16, 1986, are fully subject to the
applicable requirements of the Code, including the more restrictive low income set-aside requirements under the
Code. The Series Bonds are fully subject to the low income set-aside requirements of the Code. This section
includes brief summaries of certain low income set-aside requirements and other requirements for qualified
residential rental projects under the Code.

The Code requires that at least 95 percent of the net proceeds of exempt facility bonds under Section
142(a)(7) (after reduction for amounts applied to fund a reasonably required reserve fund) be used to provide
“qualified residential rental projects.” The Code defines a residential rental project as a project containing units with
separate and complete facilities for living, sleeping, eating, cooking, and sanitation that are available to the general
public and are to be used on other than a transient basis. Section 142(d) of the Code requires that either (i) at least 20
percent of the completed units in a project to be financed with the proceeds of the Series Bonds be continuously
occupied during the “qualified project period” by individuals and families whose annual adjusted income does not
exceed 50 percent of the area median income (with adjustments for family size), or (ii) at least 40 percent of the
completed units in a project to be financed with the proceeds of the Series Bonds be continuously occupied during
the qualified project period by individuals and families whose annual adjusted income does not exceed 60 percent of
the area median income (with adjustments for family size). The Agency will make elections on the applicable low
income set-aside requirements with respect to the Development expected to be financed with the proceeds of the
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Series Bonds prior to the issuance date of the Series Bonds. In addition, all of the units in the Development must be
rented or available for rental on a continuous basis throughout the applicable qualified project period. The Code
defines the “qualified project period” as the period beginning on the first day upon which 10 percent of the units in a
project are occupied and ending on the latest of (i) the date that is 15 years after the date upon which 50 percent of
the residential units in the project are occupied, (ii) the first day on which no tax-exempt private activity bond issued
with respect to the project is outstanding, or (iii) the date upon which any assistance provided with respect to the
project under Section 8 of the United States Housing Act of 1937, as amended, terminates. A Development
generally will meet the continuing low income set aside requirement so long as a tenant's income does not increase
to more than 140 percent of the applicable income limitation. Generally, upon an increase of a tenant's income over
140 percent of the applicable income limitation, the next available unit of comparable or smaller size in the
applicable Development must be rented to a tenant whose income does not exceed the applicable income limitation;
provided however, that if tax credits under Section 42 of the Code are allowed with respect to the applicable
Development, the next available unit of a comparable or smaller size in the same building as the tenant whose
income has increased over 140 percent of the applicable income limitation must be rented to a tenant whose income
does not exceed the applicable income limitation. The Code requires annual certifications to be made to the

Secretary of the Treasury regarding compliance with the applicable income limitations.

Certain State Tax Legislation

Minnesota, like many other states, generally taxes interest on obligations of governmental issuers in other
states. In 1995, Minnesota enacted a statement of intent, codified at Minn. Stat. § 289A.50, subd. 10, that interest on
obligations of Minnesota governmental units and Indian tribes be included in the net income of individuals, estates
and trusts for Minnesota income tax purposes if a court determines that Minnesota’s exemption of that interest and
its taxation of interest on obligations of governmental issuers in other states unlawfully discriminates against
interstate commerce. This provision applies to taxable years that begin during or after the calendar year in which any
court decision becomes final, irrespective of the date upon which the obligations were issued.

On May 19, 2008 the U.S. Supreme Court held in Department of Revenue of Kentucky v. Davis that
Kentucky’s taxation of interest on bonds issued by other states and their political subdivisions, while exempting
from taxation interest on bonds issued by the Commonwealth of Kentucky or its political subdivision, does not
impermissibly discriminate against interstate commerce under the Commerce Clause of the U.S. Constitution. In a
footnote, however, the Court stated that it had not addressed whether differential treatment of “so-called ‘private-
activity,” ‘industrial-revenue,” or ‘conduit’ bonds . . . used to finance projects by private entities” violate the
Commerce Clause, adding that “we cannot tell with certainty what the consequences would be of holding that
Kentucky violates the Commerce Clause by exempting such bonds; we must assume that it could disrupt important
projects that the States have deemed to have public purposes. Accordingly, it is best to set this argument aside and
leave for another day any claim that differential treatment of interest on private-activity bonds should be evaluated
differently from the treatment of municipal bond interest generally.”

Since the Series Bonds are “private activity bonds” and the Supreme Court’s opinion left open the
possibility of a challenge to Minnesota’s differential treatment of the interest on private activity bonds issued in
other states, the Agency cannot predict the outcome of any challenge. If Minnesota’s treatment of the bonds were
held to unlawfully discriminate against interstate commerce, the court making such a finding would have to decide
upon a remedy for the tax years at issue in the case. Even if the remedy applied to those years preceding the decision
were to exempt other states’ bond interest rather than to tax Minnesota bond interest, application of the 1995 statute
to subsequent years could cause interest on the Series Bonds to become taxable by Minnesota and the market value
of the Series Bonds to decline.

Changes in Federal and State Tax Law

From time to time, there are legislative proposals in the Congress and in the states that, if enacted, could
alter or amend the federal and state tax matters referred to above, prevent owners of the Series Bonds from realizing
the full current benefit of the tax treatment of the Series Bonds or adversely affect the market value of the Series
Bonds. It cannot be predicted whether or in what form any proposal might be enacted or whether, if enacted, it
would apply to bonds issued prior to enactment. In addition, regulatory actions are from time to time announced or
proposed and litigation is threatened or commenced that, if implemented or concluded in a particular manner, could
adversely affect the market value of the Series Bonds. It cannot be predicted whether any regulatory action will be
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implemented, how any particular litigation or judicial action will be resolved, or whether the Series Bonds or the
market value thereof would be impacted thereby. Purchasers of the Series Bonds should consult their tax advisors
regarding any pending or proposed legislation, regulatory initiatives or litigation. The opinions expressed by Bond
Counsel are based upon existing legislation and regulations as interpreted by relevant judicial and regulatory
authorities as of the date of issuance and delivery of the Series Bonds and Bond Counsel has expressed no opinion
as of any date subsequent thereto or with respect to any pending legislation, regulatory initiatives or litigation.

LITIGATION

There is not now pending or, to the best knowledge of the officers of the Agency, overtly threatened any
litigation against the Agency seeking to restrain or enjoin the sale, issuance, execution or delivery of the Series
Bonds or in any manner questioning or affecting the validity of the Series Bonds or the proceedings or authority
pursuant to which they are to be issued and sold.

The Agency is a party to various litigation arising in the ordinary course of business. While the ultimate
effect of those actions cannot be predicted with certainty, the Agency expects that the outcome of these matters will
not result in a material adverse effect on the financial position or results of operations of the Agency.

LEGAL MATTERS

The validity of the Series Bonds and the tax exemption of interest thereon are subject to the legal opinion of
Kutak Rock LLP, Bond Counsel. A copy of the opinion of said firm, substantially in the form set forth in Appendix
G hereto, will be available at the time of delivery of the Series Bonds. Certain legal matters will be passed upon for
the Underwriter by its counsel, Dorsey & Whitney LLP.

FINANCIAL ADVISOR

CSG Advisors Incorporated (the “Financial Advisor”) is serving as financial advisor to the Agency with
respect to the planning, structuring and sale of the Series Bonds. The Financial Advisor does not underwrite or trade
bonds and will not engage in any underwriting activities with regard to the issuance and sale of the Series Bonds.
The Financial Advisor is not obligated to undertake, and has not undertaken to make, an independent verification, or
to assume responsibility for the accuracy, completeness or fairness, of the information contained in this Official
Statement and is not obligated to review or ensure compliance with continuing disclosure undertakings.

RATINGS

The Series Bonds are rated “__” by Moody’s Investors Service, Inc., and “___ " by Standard & Poor’s
Ratings Services. The ratings reflect only the views of the applicable rating agency, and an explanation of the
significance of that rating may be obtained only from the rating agency and its published materials. The ratings
described above are not a recommendation to buy, sell or hold the Series Bonds. The Agency cannot give any
assurance that any rating will continue for any given period of time or that it will not be revised downward or
withdrawn entirely if, in the judgment of the rating agency, circumstances so warrant. Therefore, after the date of
this Official Statement, investors should not assume that the ratings are still in effect. A downward revision or
withdrawal of either rating is likely to have an adverse effect on the market price and marketability of the Series
Bonds. The Agency has not assumed any responsibility either to notify the owners of the Series Bonds of any
proposed change in or withdrawal of any rating subsequent to the date of this Official Statement, except in
connection with the reporting of events as provided in the Continuing Disclosure Undertaking (see Appendix D to
this Official Statement), or to contest any revision or withdrawal.

UNDERWRITING

RBC Capital Markets, LLC (the “Underwriter”) will purchase the Series Bonds. The Underwriter is to be
paid a fee of $ with respect to its purchase of the Series Bonds. The Underwriter may offer and sell
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the Series Bonds to certain dealers and certain dealer banks at prices lower than the public offering prices stated on
the inside front cover hereof.

The Underwriter is a full service financial institution engaged in various activities, which may include
securities trading, commercial and investment banking, financial advisory, investment management, principal
investment, hedging, financing and brokerage activities. The Underwriter may have, from time to time, performed
and may in the future perform, various investment banking services for the Agency, for which it may have received
or will receive customary fees and expenses. In the ordinary course of its various business activities, the
Underwriter may make or hold a broad array of investments and actively trade debt and equity securities (or related
derivative securities) and financial instruments (which may include bank loans and/or credit default swaps) for its
own account and for the accounts of its customers and may at any time hold long and short positions in those
securities and instruments. Those investment and securities activities may involve securities and instruments of the
Agency.

MISCELLANEOUS

This Official Statement is submitted in connection with the offering of the Series Bonds and may not be
reproduced or used, as a whole or in part, for any other purpose. Any statement made in this Official Statement
involving matters of opinion or estimates, whether or not expressly so stated, are set forth as such and not as
representations of fact. This Official Statement is not to be construed as a contract or agreement between the Agency
and the purchasers or holders of any of the Series Bonds.

The execution and delivery of this Official Statement have been duly authorized by the Agency.

MINNESOTA HOUSING FINANCE
AGENCY

By
, 2018. Commissioner
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APPENDIX A

DESCRIPTION OF OUTSTANDING MORTGAGE LOANS AND DEVELOPMENTS
PREVIOUSLY FINANCED BY RENTAL HOUSING BONDS, AND MORTGAGE LOANS AND
DEVELOPMENTS PLEDGED AS ADDITIONAL SECURITY
UNDER THE RENTAL HOUSING BOND RESOLUTION,

INCLUDING THOSE INTENDED TO BE FINANCED
WITH PROCEEDS OF THE SERIES BONDS



Page 53 of 134

TV 'y xipuaddy siy1 jo abed 1se| sy uo Jeadde puabe| adAL weiboid pue sajoujooH
0¢ o€ 6T/0€/90 dVH 0¢/10/0T SZT'ST. - YST'0ET 059 Koyen ALNNOD Y3IMON
114 114 8T/90/80 dVH 61/10/80 ZET'STT - €89'¢S 000 900Ul IMNINIG JITUN
99 99 6T/02/60 dVH 0¢/10/60 208'209 - 6TE'VEE jSTAVA spidey uedljad M3IA ANOd TN
14 ve 9E/TE/0T dVH Te/1o/et Gee'ese - 9ve'18 000 sijodeauuly AHVd SMIHLLVIN
06 06 G¢/ve/80 dVH/SYHH/AFINT 9€/10/20 80.'82T - 800'962'T Sv'9 reysrep S1dV 34VNOS TIVHSHVYIN

9A0Qe 89S  9A0Ce 89S dAO(e 39S dINV/dVH Terieet 9N0(Qe 93S - 000'09% 000 Blpuexs|y HONVIN 39d1d 3T1dVIN
ov ov T¢/TE/L0 dVH 0¢/TO/TT 880'9¢¢ - 1G9'€ST 000 Blpuexs|y HONVIN 39d1d 3T1dVIN
811 0 V/IN SHH/HINT €E/TO/E0 0€8'v6T - 8re'TT9C €99 o)eT] Jeag aNym (€) 39014 NOLINYIN
8¢ 0 V/N 3OAIdd/dINT 0¢/T0/T0 - 8€8'veC'e 000'0TT'E S6°¢ abpuqued S1V1d 13341S NIVIN
€9 0 V/IN SHH/HINT ¢S/TO/E0 696'VTE - 020'v8T'E S0'9 sijodeauuly NIFHO FTVANAT
0ee /81 CEITElCT SHH/HINT SE/TO/O0 £82'v€9 - €/8'T0L'S 14%°] sijodeauuly (€) SLNINLYVIY SYIMOL ONIYOT
a8 S8 02/90/€0 SYH/dVH LE/TO/90 689'¢8. - 622'€02'C ¢S9 19nbo|n SNOWWOD NOSHV1
14 a4 6T/¢T/90 dVH T¢/T0/E0 80v' vy - 222'89¢2 jSTAVA [eshiQ axe IVLSAYO IXV
19 0 V/IN SHH/HINT TE/To/cT 895'2ST - 6TE'V96'T 00'S reiskio ANVT AMONLNIA
43 0 V/IN dINT 8E/T0/V0 ve9'eet - 8v€'v06 €99 JaNG M3 30V1d NOSMOVCl
0ct 0 V/N SHH/HINT 0€/T0/SO 8v0'TL - ¥85'T€6 S orexueN S1dV dv3aLS3INOH
144 144 TE/ST/TO0 SHH/HINT VE/T0/80 zee'ese - 859'88Y'T cL9 e Buo 30VHY3L 3AISTIH
A LE 8T/ET/CT dVH Te/to/et T€S'.8 - 69.L'€€T 00¢ Aa|reA bunds S3NOH 3AISTIIH
a8 S8 T¢/0€/60 dVH 6T/T0/CT £v6'95S - LS7'66T 059 SsybiaH eiquinjod HONVIN S1HOITH
0ST 0ST 0¢/Se/1T SYH/dVH LvITO/SO Sre'ee8'T - 090'€.9'G 059 yining VZV1d NOTOSATHO
44 f44 6T/62/€0 dVH 6T/TO/TT 0v6'T02 - §68'TeT jSTAVA A3 'S1dV M¥3HVYO
ST 0 V/IN dINT 8¢/T0/T0 08T'¢62 - GGG'SES'T 1CL aep3eo JOVTIIA VAINTO
9€ 9€ 9€/0E/60 dVH 6T/T0/TO0 709'0VT - S.S5've 000 ofegauuim 1dN0D NIAYVO
14 8y 6T/L2/TT dVH T¢/T0/E0 020'c0e - 60€'6TC 000 Wopuim SNIXd3d ANNH N331d14
o i4 0¢/TE/L0 dVH T¢/T0/60 L9E'EVT - £62'29¢ 000 O3pIASIUON 31vOolsvd
0S ST (S) 3OAIdd/dINT 6T/T0/L0 - - 000'0S.‘S 0ce orexueN ONISSOdD NITana
vee 0 V/IN SHH/HINT Tv/TO/E0 v.T'TE0'T - 165'€0S'9 109 Aa|reA uapjoo T1IH ¥43A0d
1L 1L 8T/T¢/60 dVH 6T/T0/CT LTO'EVE - 9¥9'20e 059 juounred ‘H'L 3AISAYLNNOD
Get act CEITElCT dVH/SYHH/AIINT 6v/T0/L0 ver'TI8 - ZLT'T9S'E SL°S poomajdep SINYV VIGHOONOD
0ct 0 V/IN SHH/HINT 0€/T0/SO 818'/SY - T89'S00‘T 0€9 olexueN yUoN S1dV ANOTOD
9A0Qe 89S 9A0Ce 89S  dAO(e 39S dINV/dVH Te/to/et 9N0(Qe 93S - 6.T'0ET 000 s|leq snbio4 3dvOoSsvO
9€ 9€ 8E/TE/SO dVH 6T/T0/TO0 €89'8.T - EYY'TE 000 sileq snbio4 3dvOoSsvO
0oTT 0 V/IN SHH/HINT 0€/T0/C0 018'202 - TO6'TSL'T 899 sijodeauuly S1dV Mdvd NISSOd
LL LL 8T/¢¢/0T dVH 6T/T0/CT Syl'ete - $ 2E0'soe 059 ejezhep AMVMAdvod
Shun Jo STun uoneIdxy 9dAL RunienN (C) Sen1esay Junowy abeblIonN (1) oouereg a1ey 1salemu] UONEd0 ] suwreN Juswdojenad
‘ON [e10L  pazipisqns  Apisgns weiboid 910N juswdolanag pasingsipun ueo abebriow ueo
JO 'ON abebirion Buipueisinp abebrion

SANO4 ONISNOH TVLINIY A9 A3ONVNId ATSNOIATHd SININJOTIAIA ANV SNVOT1IOVOLION

8T0Z ‘0€ INNC 40 SV

NOILNTOS3Y ANO4 ONISNOH TVLINIY IHL 43ANN ALIINDO3S TVYNOILIAAY SV d39d377d ANV SANO4d ONISNOH TVLIN3Y
A9 d3IONVNIJ ATSNOINTHd SININJOTIAIA ANV SNVOT IOVOLION ONIANVLSLNO 40 NOILdIYOS3aa



Page 54 of 134

v 'y xipuaddy siy1 jo abed 1se| sy uo Jeadde puabe| adAL weiboid pue sajoujooH

EETY €8.¢ 8YT'LTV'8T $ GS9'T08'9 $ /z8'eze'sl $ eoiqns
06 06 6T/0€/90 SYH/dVH 8v/T0/90 S8T'SES - 980'S¢26'€ 00'S eulpg FIVANHOA
f44 f44 LEITEITO dVH T¢/T0/80 T60'TET - 85T'vee 00T BION HONVIN LSTHOA00M
9A0Qe 89S  9A0Ce 89S dAO(R 39S dINV/dVH Te/to/et 9N0(Qe 93S - 000'7v6 000 sijodeauuly dOOD Y3ILLIHM
14 14 0E/YT/60 dVH Te/to/et 0ze'66y - 8ez'Tee 000 sijodeauuly dOOD Y3ILLIHM
A LE 8T/ET/CT dVH 6T/T0/60 wi'le - 8TY'€9 000 eluopsed S3NId ONIY3IdSIHM
00T (03 LEITEITO dVH 8T/T0/80 90.L'eT - 9v€'002'T 000 BuigaiH ONIgIH-31LVYO1SIM
0¢ (03 0c/L1/eT dVH Te/to/et 8/8'TT - 790'18T 000 peoirem avoddvm
6€ 6€ 8E/0€/90 dVH Te/1o/et €9g'oze - 8v9'vST 000 yining S.1dV NVIAId3IN B3 SLdV AJOLDIA
43 (43 8T/¢T/0T dVH 6T/T0/V0 218'68T - 688'ce 000 uswouyen SNOWNWOD MIINATTIVA
ov ov €¢/0€/90 dVH 6T/T0/V0 2€9'€0€ - 2e9'Ly 059 epy HONVIN M3IA AT TIVA
153 133 €C/TEIL0 dVH/SYHH/AIINT VEI/TO/E0 SEY'STT - L8T'€SE'T 099 swb1aH sreupep SANVIHOIH SIVNAVA
18 18 61/80/0T dVH Te/to/et TT0'0SY - 886'0LS 00¢ S$)104 puei9 ise] 34vVNOS NMOL
0T 0 V/N HINT ¥2/T0/10 STY'ET - TTL'0S 052 sijodeauuly INNIAY HLINO4 ANNH INOALYIHL
9A0Qe 89S  9A0COe 89S dAO(e 39S dINV/dVH ¢¢/T0/S0 9N0(Qe 93S - 000'092 000 19)uaD 96pod  YONVIN MYVd HLNOS &% SAVOHSSOYD IHL
LE LE LEITEIOT dVH ¢¢/T0/S0 018'18 - 096,52 000 19)uaD 96pod  YONVIN M¥Vd HLNOS &4 SAVOHSSOYD IHL
ov ov ¢¢/T0/10 dINV/dVH ¢¢/T0/10 Sve'L9T - 000°'0vE 000 uosxoer S31V1S3 ISIINNS
149 a4 9€/0E/TT dVH Te/to/et STT'6SS - 008'sEy 00¢ BuigaiH FOVHY31l M3IIAHLNOS
0¢ 6¢ (S) 3OAIdd/dINT 6T/T0/L0 - 000'59S‘€ 000'S9S‘E €ce J81_d 1S SININLHEVIY FOVI0S
8¢ 8¢ 8¢/TE/T0 dVH/AHINT T¢/T0/0T T2L'eL - 096'79T 00T junowssoy S3ISNOHNMOL LNNON3ISOd
70T S6 VEILTIC0 dVH/SYHH/AFINT Yv/T0/LO TES'TEE - 700'926'T SL°S 131$34y20y S1dV 3¥VNOS Y3LSIHO0Y
96 96 0¢/¢0/v0 SHH/HINT 8E/T0/E0 €26'96T - 9/6'2v6'C ST'9 Jsremiins SNONWOD NMOLI3IAIL
14 ve 6T/0E/TT dVH 0¢/T0/60 206'2vT - 286'06 000 uosmeq HONVIN 3AISY3INIL
8y 8y 6T/TT/v0 dVH 0¢/T0/v0 €2L'LEY - 682'9.T jSTAVA uoaduld NOL13ONIdd
TOT 00T V2ITEISO SHH/HINT GE/TO/LO 9/9'T9S - 98.'6TEC 0c9 yining SININLHVAY HHVd T3INN3Id
09 09 8T/6¢/TT dVH 6T/T0/L0 6TT'ETC - 966'TCT jSTAVA uolBuIyLOM VYN3IGVX0
9A0Qe 89S 9A0Ce 89S  dAO(e 39S dVH Te/to/et 9N0(ge 93S - ¥10'89T 000 PEIS|EN S3INOH AOOMAIVO
14 14 0¢/eT/e0 dVH Te/to/et S6v'S8 - 8/€'/8 jSTAVA PEIS|EN S3INOH AOOMAIVO
43 (43 8T/8T/CT dVH 6T/T0/SO €6V'TL - 082'9e 000 anspneg SNOWWOO AOOMHLION
18 18 6T/ET/SO dVH 0¢/T0/20 22E'T9¢e - 88T'9.T jSTAVA nessoy V1S H1HON
g€ 133 6T/90/CT dVH T¢/T0/SO 268'9¢ - ove'v9T 000 BION YHJOW HLJON
144 144 0¢/S¢/90 dVH Te/to/et ¥8T'18T - vv6'Tre 00¢ aureid buon /¢ Adol e} ¥ HLYON
14 1 (S) 3OAIdd/dINT 6T/T0/L0 - 8T8'T00'T 000'0S¢‘2 194 BION 3SNOH VSAN
9A0Qe 89S 9A0Ce 89S dA0Qe 39S dVH Te/to/et 9N0(Qe 93S - 91S'2.T 000 yining FOVHY31 43ONNN
14 14 LEITEISO dVH Te/to/cT 9/9'zve $ - $ LG6'€9C $ % 000 yining 30OVHY31 43ONNN
Shun Jo STun uoneIdxy 9dAL RunienN (C) Sen1esay Junowy abeblIonN (1) oouereg a1ey 1salemu] UONEd0 ] suwreN Juswdojenad

‘ON [e10L  pazipisqns  Apisgns weiboid 910N juswdolanag pasingsipun ueo abebriow ueo
JO 'ON abebirion Buipueisinp abebrion

SANO4 ONISNOH TVLINIY A9 A3ONVNId ATSNOIATHd SININJOTIAIA ANV SNVOT1IOVOLION

8T0Z ‘0€ INNC 40 SV

NOILNTOS3Y ANO4 ONISNOH TVLINIY IHL 43ANN ALIINDO3S TVYNOILIAAY SV d39d377d ANV SANO4d ONISNOH TVLIN3Y
A9 d3IONVNIJ ATSNOINTHd SININJOTIAIA ANV SNVOT IOVOLION ONIANVLSLNO 40 NOILdIYOS3aa



Page 55 of 134

€0v'9

€6€'E

0/2'C

0T9

Ly
L9
29
9

9A0(e 995 9A0(ge 995

€97
16
00T
LT
8y
L6
S
[43
yx4
€LT
4]
00T
89
8¢
0L
8¢
44
89
S§
x4
44
€8
09
S0T
v0¢
9€
69
0§

SIUN Jo

‘'ON [el0L  pazIpisgns

0
0
0
0

0
1L
09

0

0
L6
SL

© <
~ o

[eNeNeNeNeNeNeoNeoNoNoNoNol

o
©

SO0T
0
0
0

0S

sun

40 'ON

VIN
VIN
VIN
VIN
aA0Qe 993
VIN
¢CITEISO
8€/8¢/c0
VIN
VIN
6T/LT/SO
0¢/0€/0T
VIN
8T/10/CT
6T/0€/60
VIN
VIN
VIN
VIN
VIN
VIN
VIN
VIN
VIN
VIN
VIN
VIN
Le/TElCT
TE/Tect
VIN
VIN
VIN
TE/0E/CT

uonendxg
Apisgns

dINT
dINT
SYH/AHINT
SYH/AHINT
dN
dN
SYH/dVH
SYH/dVH
dN
NYVY
SYH/dVH
dVvH
dINT
9€¢
SYH/AHINT
SYH/AHINT
dINT
dINT
SYH/AHINT
dINT
NGV
dINT
SYH/AHINT
SYH/AHINT
dINT
NGV
SYH/AHINT
SYH/AHINT
SYH/AHINT
dINT
dN
dINT
SYH/AHINT

SUAL
welbolid

ev

655'G59'.¢ $ SS9'T08'9 $  969'L6E'WYT $

TTV'8€2'6 $ - $ 898'€L0'99 $
8€/10/¥0 6SS'VST - TST'LOV'T
Zv/10/60 9/5'v1E - 198'GEV'E
9€/10/10 9€9'vSe - Y€C'0TY'T
vvIT0/CT evL'vEY - 079'295'
9€/T0/TT 9A0Qe 39S - 0.6'665
9€/T0/TT 880'8¢€ - €EE'VS6
LE/TO/60 ove'v9e - ¥92'269'C
9v/10/L0 T1S'.2T - LTT'6SS'C
12/10/60 GLE'EET - 25.'v8
T2/10/20 ZIP'oT - 96€'85¢
v¥/T0/SO 88/'TvE - ST6'0L0'v
¢S/10/0T 0v¥'992 - Lv9'€l8'e
9€/10/L0 986'0S - 8GT'ceL
8T/10/CT €LT'GTY - 4
€/10/20 G€.'99T'T - 0€8'TS6'E
Zv/10/80 T80'€9T - 69.'118'
T€/10/80 850'28¢ - 129'€9€'e
V€/TO/0T €G/'86T - 920'596'v
LE/TO/60 zLv'L6e - 689'TCL
T2/10/10 £68'26T - 0ve'L69'T
8T/T0/TT v€L'0TC - 0.T'0T
8¢/10/0T 202'8ET - 620'188'T
9v/10/20 6v¥'L0T - S€0'655'C
vv/T0/0T 6Yy'LEE - L€S'060'E
LE/TO/90 GE8'6YT - SYS'Sov
6T/T0/€0 1¥5'692 - 681'8€
6€/10/20 6T0'22E - €2L'6ST'T
Ev/10/v0 ove'8Te - r8'112'e
€v/10/80 092'8GL - 918'08¢'v
S2/T0/1T €09'G9L - 00T'0TC'V
12/10/L0 8€6'CT - 568'8€C
LEITO/TT 186'26T - PPT'vS0'T
8€/10/0T SES'V6T $ - $ 60T'9LL'C $
RAnTen (2) Seniasey JUnowy obeblonN (T) oouereg

910N juawdolanaq pasingsipun ueo abebuop

abebiion Buipueisino

'V Xipuaddy siyi jo abed ise| ay) uo Jeadde puaba| adA| weibold pue sajoujoo4

jero1
[exoigns

6€9 SBIoH sreupen 39A1d MOTTIM
00's YinowA|d S3ILVLISTI M3AIA LSAM
GL°S BUOUIM ONISSOHD NOLONIHSYM
SL'Y BuOoIBuUIN S1dv 39did 3HL
00's sijodeauuiy 34vNOS ¥3LVYIS
00's sijodeauuiy 34vNOS ¥3LVYIS
ST'S spidey snes S1IHOIFH NOLN39/SWEY T13SsNd
jere] spidey pueio S1dV 39dld 3NId
00'S sijodeauuiy (v) S39VSSvd
05’8 pnoio 1S 13341S YET 0€8 B 1S VZV1d Mdvd
SL'Y soyeT nonad S3LV1SI HONVIN Mdvd
0SS aure|g SAOOM FLVOHLHON
V.S ydasor 1s HL IAISONINHOW
GL9 yining (€) SYTIA vavsaw
059 Ined 1s VZVld ALd341n
00'S 9|jinexen 1dNOD ITIAINV
059 2adoxeys S3INOH INMOLIDHO0TD
0S'v 181S8Y20y SL1V1d INNIAV 1SdId
V.S peayioon HL1 N31Sv3
067 sijodeauuiy HL1YON IOVTIIA LSV3
0SS Ined 1S . g713S 9TZ-00Z ¥3d 'S1dV INOLS A913S ® AIONV13d
€99 [SBYIIN IS JOVTUIA INOLSHINHOD
T adoH maN HL 31NIOd SSVdINOD
SL'Y sijodeauuiy S140730V1d ALID
98'S 2adoxeys SLV1d ALID
00's yining FOVHH3L 431S3HD
6€9 orexuen S1dV 39did AYd3HD
00'S§ 18rem|ins HL SMVO d31d4VHO
00'S§ 181S8Y20y SYIMOL TVHLIN3D
81'S Ined 1S YuoN SNOWNOD MIINEVAZD
059 peayioon ISNOH J9VIHYVO
ST'S Ined 1s ALID 1011dVD
LT9 uojbulwoo|g N3O ONINOOTd

ey 1sa1o1U] uoneao| sweN juawdoaAsg

ueo

abebrow

NOILNTOS3Y ANO4E ONISNOH TVINIH FHL d3ANN ALIIND3AS TVYNOILIAAY SY d39d371d SININJOT3IAIA ANV SNVOT IOVOLHON

8T0Z ‘'0€ INNC 40 SV

NOILNTOS3Y ANO4E ONISNOH TVLINIH IHL d3ANN ALIIND3AS TVYNOILIAAY SY d39d31d ANV SANO4 ONISNOH 1TV.IN3d

Ad A3ONVNId ATSNOINFHd SININJOTIAIA ANV SNVOT IOVOLHON ONIANVLSLNO 40 NOILdIdOS3a



Page 56 of 134

a4

weibold ueo aley 1N = HIN
weibold [eusy awodu| 8relapoN puy Mo = HIN
doueInsu| areys %Sty YH4 = SHH
(suawdojanag painsuiun) welboid uawAhed aosuelsissy BUISNOH 8 UOIIBS = dvH
weibold abeluo uonesousay wawpedy = NYY
welbold uswabeury 18ssy = Y
weibold JuswAhed uoionpay 1salaiu| 9ez UoNdaS = 9ez

puaba adAl weiboidy

"921AJ3s Ul paoeld si juawdojaAap [UN paulwIdlap a4 Jou ||m arep uonesidxa Apisans ()

‘Buisnoy aaioddns jusuewsad awedaq
JuswdojaAap ay} ‘Ianamoy ‘uondwinsse pue uonesyIpow Ueo| /002 JOqWSAON e Jayy ‘welboid ajey 194\ ay) Japun pajeulflio sem ueo| siyl (1)

*abeb1iow 8y} Jo WIS} WNWIXew ay) uey) ss| 10} ale
pue 321AISS 1gap [euonIppe By} 19A0D 0} PaseaIdul uaag Jou aaey siuawAed uononpai Jsasaiul euiblo ay :s1oslfoid 9gz Bunsixa jo sBuoueulay (€)

‘papN|OXe dJe SBAI9SAI SdURINSUI PUR Xe] 91eISa [eal 8YL "uonnjosay puog ay) Japun Andas se pabpajd Jou are saniasal ay L
‘In} ui predaud 1o pred si ueo| sabebiriow syl usym Jaumo sy} o pred ase pue yuswaaibe Aloyeinbal ay) Japun sasodind 108(oid 10y paldde

g ued d9AI9sal By Juawaalbe Aloreinbai 10aload ay) Japun Jaumo 10afoid ayr Aq pabpajd ale ,saniasal, Buipeay ay) Japun pais) siJunowy (g)

‘lenosdde Aouaby 01 103lgns predaid aq ued sueo| |Iv (T)

'S910N
09 14 8rep 82IAI8S ueo abpug 0202/T/L 000'086'9% % MBIA SpUnoiy preas|inog
ur paoerd JHINT
woly sieak oz
suun ST uonesidx3g adAlL Aunyey SOAIaSaY uunowy a1ey ueo uoledo” aweN juswdof@as@
JO "ON [e101 pazipisqns Apisqns welboid 910N abebirion 1uawdojanag ueo] abebliopn abebilion
JO 'ON parewnsgy parewnsgy parewnsy

O S31¥3S 8T0C SANOE ONISNOH TV.IN3Y
NOY4 SA3300dd HLIM A3ONVNI4 39 OL AIAN3LNI SNVOT13IOVOLION 40 NOILHIYOS3A




Page 57 of 134

APPENDIX B

AUDITED FINANCIAL STATEMENTS OF THE AGENCY
FOR THE FISCAL YEAR ENDED JUNE 30, 2018
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APPENDIX C

FINANCIAL STATEMENTS OF CERTAIN FUNDS OF THE AGENCY
(EXCLUDING STATE APPROPRIATED AND FEDERAL APPROPRIATED FUNDS)
AS OF SEPTEMBER 30, 2018
AND FOR THE THREE MONTHS THEN ENDED (UNAUDITED)

As prepared by the Agency’s Accounting Department
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APPENDIX D

SUMMARY OF CONTINUING DISCLOSURE UNDERTAKING

The following statements are extracted provisions of the Continuing Disclosure Undertaking to be executed
by the Agency in connection with the issuance of the Series Bonds.

Purpose

This Disclosure Undertaking is executed and delivered by the Agency for the benefit of the holders and
owners (the “Bondholders™) and the Beneficial Owners of the Series Bonds and in order to assist the Participating
Underwriter in complying with the requirements of the Rule. There is no obligated person other than the Agency
that is a party to the Disclosure Undertaking.

Definitions

In addition to the definitions set forth in the Resolutions, which apply to any capitalized term used in this
Disclosure Undertaking, the following capitalized terms shall have the following meanings:

“Annual Financial Information” means the following financial information and operating data (in
addition to Audited Financial Statements): information about the Mortgage Loans and Developments of a
type substantially similar to that in Appendix A in the Official Statement.

“Annual Financial Information Disclosure” means the dissemination of disclosure concerning
Annual Financial Information and the dissemination of the Audited Financial Statements as described
under the caption “Annual Financial Information Disclosure” herein.

“Audited Financial Statements” means the audited financial statements of the Agency, prepared
pursuant to the standards and as described under the caption “Annual Financial Information Disclosure.”

“Beneficial Owners” means (1) in respect of a Series Bond subject to a book-entry-only
registration system, any person or entity which (a) has the power, directly or indirectly, to vote or consent
with respect to, or to dispose of ownership of, such Series Bond (including persons or entities holding
Series Bonds through nominees, depositories or other intermediaries), or (b) is treated as the owner of the
Series Bond for federal income tax purposes, and such person or entity provides to the Trustee evidence of
such beneficial ownership in form and substance reasonably satisfactory to the Trustee; or (2) in respect of
a Series Bond not subject to a book-entry-only registration system, the registered owner or owners thereof
appearing in the bond register maintained by the Trustee, as Registrar.

“Commission” means the Securities and Exchange Commission.
“Exchange Act” means the Securities Exchange Act of 1934, as amended.

“Listed Event” means the occurrence of any of the events with respect to the Series Bonds set forth

below:
1. Principal and interest payment delinquencies;
2. Nonpayment-related defaults, if material;
3. Unscheduled draws on debt service reserves reflecting financial difficulties;
4., Unscheduled draws on credit enhancements reflecting financial difficulties;
5. Substitution of credit or liquidity providers, or their failure to perform;
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6. 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 security, or other
material events affecting the tax status of the security;

7. Modifications to rights of security holders, if material;

8. Bond calls, if material, and tender offers;

9. Defeasances;

10. Release, substitution or sale of property securing repayment of the securities, if material;

11. Rating changes;

12. Bankruptcy, insolvency, receivership or similar event of the Agency (within the meaning
of the Rule);
13. The consummation of a merger, consolidation or acquisition involving the Agency or the

sale of all or substantially all of the assets of the Agency, 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

14. Appointment of a successor or additional trustee or the change of name of a trustee, if
material.

“Listed Events Disclosure” means dissemination of a notice of a Listed Event as described under
the heading “Listed Events Disclosure” in this Appendix D.

“MSRB” means the Municipal Securities Rulemaking Board.

“Participating Underwriter” means each broker, dealer or municipal securities dealer acting as an
underwriter in any primary offering of the Series Bonds.

“Prescribed Form” means, with regard to the filing of Annual Financial Information, Audited
Financial Statements and notices of Listed Events with the MSRB at www.emma.msrb.org (or such other
address or addresses as the MSRB may from time to time specify), such electronic format, accompanied by
such identifying information, as shall have been prescribed by the MSRB and which shall be in effect on
the date of filing of such information.

“Rule” means Rule 15¢2-12 adopted by the Commission under the Exchange Act, as the same
may be amended from time to time.

“Undertaking” means the obligations of the Agency described under the headings “Annual
Financial Information Disclosure” and “Listed Events Disclosure” in this Appendix D.
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Annual Financial Information Disclosure

The Agency shall disseminate the Annual Financial Information and the Audited Financial Statements (in
the form and by the dates set forth below) for each fiscal year of the Agency, commencing with the fiscal year
ending June 30, 2019, by one of the following methods: (i) the Agency may deliver such Annual Financial
Information and the Audited Financial Statements to the MSRB within 120 days of the completion of the Agency’s
fiscal year or (ii) delivery of an Official Statement of the Agency to the MSRB within 120 days of the completion of
the Agency’s fiscal year, but only to the extent such Official Statement includes such Annual Financial Information
and Audited Financial Statements.

The Agency is required to deliver such information in Prescribed Form and by such time so that such
entities receive the information by the dates specified.

If any part of the Annual Financial Information can no longer be generated because the operations to which
it is related have been materially changed or discontinued, the Agency will disseminate a statement to such effect as
part of its Annual Financial Information for the year in which such event first occurs.

If any amendment is made to this Disclosure Undertaking, the Annual Financial Information for the year in
which such amendment is made (or in any notice or supplement provided to the MSRB) shall contain a narrative
description of the reasons for such amendment and its impact on the type of information being provided.

All or a portion of the Annual Financial Information and the Audited Financial Statements may be included
by reference to other documents which have been submitted to the MSRB or filed with the Commission. The
Agency shall clearly identify each such item of information included by reference.

Annual Financial Information will be provided to the MSRB within 120 days after the last day of the
Agency’s fiscal year. Audited Financial Statements as described below should be filed at the same time as the
Annual Financial Information. If Audited Financial Statements are not available when the Annual Financial
Information is filed, unaudited financial statements shall be included, and Audited Financial Statements will be
provided to the MSRB within 10 business days after availability to the Agency.

Audited Financial Statements will be prepared in accordance with generally accepted accounting principles
in the United States as in effect from time to time.

If any change is made to the Annual Financial Information as permitted by the Disclosure Undertaking,
including for this purpose a change made to the fiscal year-end of the Agency, the Agency will disseminate a notice
to the MSRB of such change in Prescribed Form.

Listed Events Disclosure

The Agency hereby covenants that it will disseminate in a timely manner, not in excess of 10 business days
after the occurrence of the event, Listed Events Disclosure to the MSRB in Prescribed Form. Notwithstanding the
foregoing, notice of optional or unscheduled redemption of any Series Bonds or defeasance of any Series Bonds
need not be given under this Disclosure Undertaking any earlier than the notice (if any) of such redemption or
defeasance is given to the owners of the Series Bonds pursuant to the Resolution.

Consequences of Failure of the Agency To Provide Information

The Agency shall give notice in a timely manner, not in excess of 10 business days after the occurrence of
the event, to the MSRB in Prescribed Form of any failure to provide Annual Financial Information Disclosure when
the same is due hereunder.

In the event of a failure of the Agency to comply with any provision of this Disclosure Undertaking, the
Bondholder or Beneficial Owner of any Series Bond may seek specific performance by court order to cause the
Agency to comply with its obligations under this Disclosure Undertaking. A default under this Disclosure
Undertaking shall not be deemed an Event of Default under the Resolution or any other agreement, and the sole
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remedy under this Disclosure Undertaking in the event of any failure of the Agency to comply with this Disclosure
Undertaking shall be an action to compel performance.

Amendment; Waiver

Notwithstanding any other provision of this Disclosure Undertaking, the Agency may amend this
Disclosure Undertaking, and any provision of this Disclosure Undertaking may be waived, if:

(M The amendment or waiver is made in connection with a change in circumstances
that arises from a change in legal requirements, change in law, or change in the identity, nature or
status of the Agency or type of business conducted;

(i) This Disclosure Undertaking, as amended, or the provision, as waived, would
have complied with the requirements of the Rule at the time of the primary offering, after taking
into account any amendments or interpretations of the Rule, as well as any change in
circumstances; and

(iii) The amendment or waiver does not materially impair the interests of the
Bondholders of the Series Bonds, as determined either by parties unaffiliated with the Agency
(such as the Trustee) or by an approving vote of the Bondholders of the Series Bonds holding a
majority of the aggregate principal amount of the Series Bonds (excluding Series Bonds held by or
on behalf of the Agency or its affiliates) pursuant to the terms of the Resolution at the time of the
amendment; or

(iv) The amendment or waiver is otherwise permitted by the Rule.
Termination of Undertaking

The Undertaking of the Agency shall be terminated when the Agency shall no longer have any legal
liability for any obligation on or relating to the repayment of the Series Bonds. The Agency shall give notice to the
MSRB in a timely manner and in Prescribed Form if this Section is applicable.

Additional Information

Nothing in this Disclosure Undertaking shall be deemed to prevent the Agency from disseminating any
other information, using the means of dissemination set forth in this Disclosure Undertaking or any other means of
communication, or including any other information in any Annual Financial Information Disclosure or notice of
occurrence of a Listed Event, in addition to that which is required by this Disclosure Undertaking. If the Agency
chooses to include any information from any document or notice of occurrence of a Listed Event in addition to that
which is specifically required by this Disclosure Undertaking, the Agency shall not have any obligation under this
Disclosure Undertaking to update such information or include it in any future disclosure or notice of the occurrence
of a Listed Event.

Beneficiaries
This Disclosure Undertaking has been executed in order to assist the Participating Underwriter in

complying with the Rule; however, this Disclosure Undertaking shall inure solely to the benefit of the Agency, the
Bondholders and Beneficial Owners of the Series Bonds, and shall create no rights in any other person or entity.

Recordkeeping
The Agency shall maintain records of all Annual Financial Information Disclosure and Listed Events

Disclosure, including the content of such disclosure, the names of the entities with whom such disclosure was filed
and the date of filing such disclosure.
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APPENDIX E

SUMMARY OF CERTAIN PROVISIONS
OF THE BOND RESOLUTION

The Bond Resolution contains various covenants and security provisions, certain of which are summarized
below. The summary does not purport to be comprehensive or definitive and is subject to all of the terms and
provisions of the Bond Resolution, to which reference is hereby made, copies of which are available from the
Agency or the Trustee.

Resolution Constitutes Contract with Trustee and Bondholders

Upon acceptance by the Trustee of the trusts created in the Bond Resolution and upon the purchase of
Bonds by a Holder thereof, the Bond Resolution and applicable Series Resolution shall constitute a contract of the
Agency with the Trustee and the Bondholders. The pledge made and security interests granted in the Bond
Resolution are for the equal benefit, protection and security of all such Bondholders; all Bonds shall be of equal rank
without preference, priority or distinction except as expressly provided or permitted in the Bond Resolution. The
Agency covenants that it will cause to be deposited with the Trustee all proceeds of Bonds, all Mortgages, Mortgage
Loans, and other securities purchased from Bond Proceeds and all income thereon. The pledge of the Agency is
valid and binding from the time when made and all Mortgages, Mortgage Loans, securities and income thereon
pledged and received by the Agency shall be subject to the lien thereof. The Agency pledges its full faith and credit
for payment of principal, interest, and premium, if any, on the Bonds; the Bonds are a general obligation of the
Agency. The State has pledged to and agreed with the Bondholders that it will not limit or alter the rights vested in
the Agency nor impair the rights or remedies of the Bondholders until the Bonds, together with interest due, are fully
paid.

Definitions

The following are definitions of certain terms used in the Bond Resolution and in this Official Statement
(but not otherwise defined herein).

Accreted Value: for any Capital Accumulator Bond or Bonds, as of any date, the value (which may be
rounded to the nearest dollar) resulting from the compounding of interest on the original principal amount and
accretion thereof to principal on each prior Interest Payment Date at the approximate yield expressed in the Bond
and provided in the applicable Series Resolution.

Agency Hedge Payment: a payment due to a Hedge Counterparty from the Agency pursuant to the
applicable Hedge Agreement (excluding, however, payments in respect of any early termination of such Hedge
Agreement).

Bond Requirement: as of any particular date of calculation, the sum of (i) that amount of the interest to
become due on each Series of Outstanding Bonds at its next Interest Payment Date the deposit of which, once each
month between that and the last such Interest Payment Date (or if none, since the Issue Date), would produce a sum
sufficient to pay such interest, (ii) that amount of the Principal Installment due on each Series of Outstanding Bonds
at its next Principal Installment Date, the deposit of which, once each month between that and the last such Principal
Installment Date (or if none, once each month for a period of twelve months prior to the next Principal Installment
Date), would produce a sum sufficient to pay such Principal Installment; (iii) any amount referred to in clause (i)
and (ii) which has not been deposited in the Bond Fund in any month preceding the date of calculation; (iv) any
Principal Installment and interest due and unpaid before the date of calculation; and (v) interest accrued on any such
Principal Installment and (to the extent lawful) on any such interest, at the same rate as that borne by the Principal
Installment before its maturity; provided that if, as of the date of calculation, the interest rate on any Variable Rate
Bonds cannot be determined for any period before the next Interest Payment Date therefor, the interest rate for such
period shall be assumed to be the Maximum Rate for such Variable Rate Bonds.
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Capital Accumulator Bond: any Bond the interest on which is not currently payable on Interest Payment
Dates during each year of its term (or portion of its term) but accrues and is accreted to principal on each Interest
Payment Date and is payable as part of the Accreted Value of the Bond at maturity, or at a prior date on which the
Bond is duly called for redemption, as provided in the applicable Series Resolution.

Current Interest Bond: any Bond the interest on which is payable on Interest Payment Dates during each
year of its term (or portion of its term), or to a prior date on which the Bond is duly called for redemption, as
provided in the applicable Series Resolution.

Debt Service Reserve Requirement: as of any particular date of computation, an amount of money (or cash
equivalent available under a letter of credit, insurance policy, surety bond or similar security instrument issued by an
institution whose debt obligations at the time of such issuance are rated as high as or higher than the Bonds by a
nationally recognized bond rating agency) equal to the sum of amounts computed for each Series of Outstanding
Bonds, each in accordance with the applicable Series Resolution.

Development: a specific improvement or structure constituting residential housing as defined in the Act,
containing units for possession pursuant to a leasehold estate or cooperative ownership, and financed in whole or in
part by the issuance of Bonds or Notes.

Escrow Payment: any payment made in order to obtain or maintain mortgage insurance and fire and other
hazard insurance, including payments for any Federal, state, local or private program intended to assist in providing
Mortgages, and any payments required to be made with respect to Mortgages for taxes or other governmental
charges or other similar charges to a Mortgagor customarily required to be escrowed, and payments or charges
constituting construction or operating contingency, performance or completion or replacement reserves required
pursuant to the applicable Mortgage Loan or any Subordinate Mortgage Loan.

Expense Requirement: such amount of money as may from time to time by Series Resolution or
Supplemental Bond Resolution of the Agency be determined to be necessary for the payment of costs and expenses
of the Agency pursuant to the Program (other than costs and expenses properly payable from a Cost of Issuance
Account), and including any Agency Hedge Payments owing from time to time to a Hedge Counterparty pursuant to
a Hedge Agreement and any fees or expenses owing from time to time to a person or entity providing credit or
liquidity support or remarketing services in respect of any Bonds.

Hedge Agreement: a payment exchange agreement, swap agreement, forward agreement or any other
hedge agreement between the Agency and a Hedge Counterparty, as amended or supplemented, providing for
payments between the parties based on levels of, or changes in, interest rates or other indices, including, without
limitation, interest rate exchange agreements, floors or caps, which allows the Agency to manage or hedge payment,
rate, spread or similar risk with respect to any Bonds outstanding or proposed to be issued and which is entered into
in accordance with the requirements described under the subheading “Hedge Agreements.”

Hedge Counterparty: any person or entity with whom the Agency shall from time to time enter into a
Hedge Agreement, as specified in a Series Resolution or other resolution of the Agency.

Hedge Counterparty Guarantee: a guarantee in favor of the Agency given in connection with the
execution and delivery of a Hedge Agreement, as specified in a Series Resolution or other resolution of the Agency.

Interest Payment Date: each date on which interest on any Series of Bonds is required to be paid under the
applicable Series Resolution.

Investment Obligation: any of the following, including puts and call options in future contracts traded on a
contract market designated and regulated by a federal agency, which at the time are legal investments for Fiduciaries
under the laws of the State for moneys held hereunder which are then proposed to be invested therein: (i) direct
general obligations of the United States of America; (ii) obligations the payment of the principal of and interest on
which, in the opinion of the Attorney General of the United States, is unconditionally guaranteed by the United
States; (iii) bonds, debentures, participation certificates, notes or other debt issued by any of the following: Bank for
Cooperatives, Federal Financing Bank, Federal Land Banks, Federal Home Loan Banks, Federal Intermediate Credit
Banks, Federal National Mortgage Association, Export Import Bank of the United States, Farmer’s Home
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Administration, Federal Home Loan Mortgage Corporation or Government National Mortgage Association, or any
other agency or corporation which has been or may hereafter be created by or pursuant to an Act of the Congress of
the United States as an agency or instrumentality thereof or sponsored thereby; (iv) direct and general obligations of
any state within the United States or of any political subdivision of the State of Minnesota, provided that at the time
of purchase such obligations are rated in either of the two highest rating categories by each Rating Agency providing
a Rating on Outstanding Bonds; (v) interest bearing deposit accounts in savings and loan associations or in state,
national or foreign banks (including the Trustee and any Paying Agent), provided that either said deposits are
insured by the Federal Deposit Insurance Corporation, are secured by obligations described in clauses (i) through
(iii) above, or at the time the purchase is made the debt obligations of the depository are rated as high or higher than
the Bonds by each Rating Agency providing a Rating on Outstanding Bonds; (vi) bankers’ acceptances drawn on
and accepted by commercial banks whose debt obligations at the time the purchase is made are rated as high or
higher than the Bonds by each Rating Agency providing a Rating on Outstanding Bonds; (vii) commercial paper
issued by United States corporations or their Canadian subsidiaries rated at the time the purchase is made in the
highest rating category for commercial paper by each Rating Agency providing a Rating on Outstanding Bonds and
maturing in 270 days or less; (viii) repurchase agreements and reverse repurchase agreements with banks which (1)
are members of the Federal Deposit Insurance Corporation and (2) are rated in either of the two highest rating
categories by each Rating Agency providing a Rating on Outstanding Bonds, or with government bond dealers
reporting to and trading with the Federal Reserve Bank of New York, which agreements are secured by obligations
described in the preceding clauses (i) through (iii) of this sentence; (ix) guaranteed investment contracts or similar
deposit agreements with insurance companies with a claims paying rating from each Rating Agency providing a
Rating on Outstanding Bonds at the time the contract or agreement is made at least equal to the respective Rating of
the Bonds by the related Rating Agency, or with other financial institutions or corporations provided, at the time the
contract or agreement is made, the debt obligations of any such financial institution or corporation are rated as high
or higher than the Bonds by each Rating Agency providing a Rating on Outstanding Bonds or such contracts or
agreements are secured by obligations described in clauses (i), (ii), (iii) and (viii) above; (x) shares in an investment
company registered under the Federal Investment Company Act of 1940 whose shares are registered under the
Federal Securities Act of 1933, or shares of a common trust fund established by a national banking association or a
bank or trust company organized under the laws of any state with combined capital and surplus of at least
$50,000,000, under the supervision and regulation of the Comptroller of the Currency pursuant to 12 C.F.R. 9, or
any successor regulation, and whose only investments are qualified investments described in clauses (i), (ii), (iii) and
(viii) above; (xi) notes, bonds, debentures or other debt issued or guaranteed by domestic corporations, provided that
at the time of purchase such obligations are rated in either of the two highest rating categories by each Rating
Agency providing a Rating on Outstanding Bonds; (xii) notes, bonds, debentures or other debt issued by the World
Bank or the Inter-American Development Bank, provided that at the time of purchase such obligations are rated in
either of the two highest rating categories by each Rating Agency providing a Rating on Outstanding Bonds; and
(xiii) any other investment that as of the date made does not impair the Rating of any Outstanding Bonds.

Maximum Rate: in respect of any Variable Rate Bonds, the maximum interest rate that such Bonds may
bear as specified in the Series Resolution authorizing the issuance of the Variable Rate Bonds.

Mortgage: a mortgage deed, deed of trust, or other instrument, which, except as otherwise provided in the
Bond Resolution, shall constitute a first lien in the State on improvements and real property in fee simple, or on a
leasehold under a lease having a remaining term which, at the time the Mortgage is acquired, does not expire for at
least that number of years beyond the maturity date of the Mortgage Loan or Subordinate Mortgage Loan secured by
such Mortgage which is equal to the number of years remaining until the maturity date of the Mortgage Loan or
Subordinate Mortgage Loan.

Mortgage Loan: a loan by the Agency to a Mortgagor for the financing and/or refinancing of a
Development for the purposes set forth in Section 101 of the Bond Resolution, secured by a Mortgage on the
Development.

Mortgagor: a natural person, a public or private corporation, a partnership, a joint venture or other
organization or entity, to the extent permitted by the Act and the rules of the Agency thereunder (including the
Agency or any corporation, agency or instrumentality created or controlled by the Agency).

Outstanding: a reference as of any particular time to all Bonds theretofore delivered except (i) any Bond
canceled by the Trustee, or proven to the satisfaction of the Trustee to have been canceled by the Agency or by any
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other Fiduciary, at or before that time, and (ii) any Bond for the payment or redemption of which either (a) money
equal to the principal amount or Redemption Price thereof, as the case may be, with interest to the date of maturity
or redemption date, or (b) Investment Obligations or money in the amounts, or the maturities and otherwise as
described and required under the provisions of paragraph (B) or (D) of Section 1201 of the Bond Resolution, has
been deposited with one or more Fiduciaries in trust (whether upon or prior to the maturity or redemption date of the
Bond) and except in the case of a Bond to be paid at maturity, of which notice of redemption has been given or
provided for in accordance with Article VII therein, and (iii) any Bond in lieu of or in substitution for which another
Bond has been delivered pursuant to Section 605, 607 or 906 of the Bond Resolution.

Prepayment: any money received from a payment of principal on a Mortgage Loan or Subordinate
Mortgage Loan in excess of the scheduled payments of principal then due, or from the sale of a Mortgage Loan or
Subordinate Mortgage Loan pursuant to Section 313 of the Bond Resolution, other than money constituting a
Recovery Payment.

Principal Installment: as of any particular date of calculation, an amount equal to the sum of (i) the
principal amount of Outstanding Current Interest Bonds which mature on a single future date, reduced by the
aggregate amount of any Sinking Fund Installments payable before that date toward the retirement of such
Outstanding Current Interest Bonds, plus (ii) the amount of any Sinking Fund Installment payable on said future
date toward the retirement of such Outstanding Current Interest Bonds, plus (iii) the Accreted Value, as of the same
future date, of Capital Accumulator Bonds which mature or are required to be redeemed as a Sinking Fund
Installment on such date.

Program: the Agency’s program of making Mortgage Loans, including the payment when due of principal
of and redemption premium, if any, and interest on Notes, for the purposes specified in Section 101 of the Bond
Resolution.

Rating: with respect to any Bonds and as of any date, the rating issued by a Rating Agency then in force
and prior to a proposed action to be taken by the Agency. An action does not “impair” the Rating with respect to
any Bonds if the action will not cause the Rating Agency to lower or withdraw the rating it has assigned to such
Bonds.

Recovery Payment: any money received or recovered by the Agency, in excess of the expenses necessarily
incurred by the Agency in collection thereof, from (i) the sale or other disposition of a Development acquired by the
Agency, or (ii) condemnation of a Development or part thereof, or (iii) other proceedings taken in the event of
default by the Mortgagor, or (iv) the sale or other disposition of a Mortgage in default for the purpose of realizing on
the Agency’s interest therein, or (v) mortgage insurance or guaranty or hazard insurance.

Redemption Price: when used with respect to a Bond or portion thereof, the principal amount of a Current
Interest Bond or the Accreted Value of a Capital Accumulator Bond or any portion thereof plus the applicable
premium, if any, payable upon redemption thereof in accordance with its terms.

Revenues: all payments, proceeds, rents, charges and other income derived by or for the account of the
Agency from or related to the Program, including without limitation the scheduled amortization payments of
principal of and interest on Mortgages (whether paid by or on behalf of the Mortgagor or occupants of the
Development subject to the Mortgage) and any Counterparty Hedge Payments payable by or received from or on
behalf of any Hedge Counterparty pursuant to a Hedge Agreement or a Hedge Counterparty Guarantee, but not
including Prepayments, Recovery Payments or Escrow Payments, and not including inspection, financing,
application, commitment or similar fees or charges of the Agency which are included in the original principal
amount of a Mortgage.

Sinking Fund Installment: any amount of money required by or pursuant to a Series Resolution as referred
to in Section 202 of the Bond Resolution to be paid on a specified date by the Agency toward the retirement of any
particular Term Bonds before their maturity.

Sinking Fund Installment Date: the date on which a Sinking Fund Installment is payable.
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Subordinate Mortgage Loan: a Mortgage Loan, which may be junior and subordinate to other mortgage
liens on a Development, made by the Agency pursuant to the authorization contained in Section 308 of the Bond
Resolution.

Variable Rate Bonds: any Bonds the interest rate on which varies periodically such that the interest rate at a
future date cannot be determined as of the date of calculation.

Authorization of Bonds

In order to provide sufficient funds for the Program, Bonds of the Agency designated as Rental Housing
Bonds are authorized by the Bond Resolution to be issued from time to time without limitation as to amount except
as provided in the Bond Resolution or as may be limited by law, and shall be issued subject to the terms, conditions
and limitations established in the Bond Resolution. The full faith and credit of the Agency is pledged for the security
of the Bonds, including interest and redemption premiums thereon, and the Bonds are general obligations of the
Agency, payable out of any of its moneys, assets or revenues, subject to the provisions of any other resolutions,
indentures or state laws now or hereafter pledging and appropriating particular moneys, assets or revenues to
particular notes or Bonds.

Other Obligations

(A) Except as provided in Article Il of the Bond Resolution, the Agency covenants that it will not
create or permit the creation of or issue any obligations or create any additional indebtedness which will be secured
by a charge or lien on the Revenues or will be payable from any of the Funds or Accounts established and created by
or pursuant to the Bond Resolution, including the Debt Service Reserve Fund. The foregoing provision shall not be
construed as prohibiting the Agency from entering into hedging transactions, such as interest rate swaps, in
connection with the issuance of any Series of Bonds, or in connection with the payment of any Series of Outstanding
Bonds.

B) The Agency expressly reserves the right to adopt one or more additional bond or note resolutions
and reserves the right to issue other obligations so long as they are not a charge or lien prohibited by paragraph (A)
of this Section of the Bond Resolution.

Pledge of the Resolution

The Agency in the Bond Resolution covenants that it will cause to be paid to and deposited with the
Trustee, or to its credit with Depositories designated by the Agency, and pledges and grants to the Trustee a security
interest in, all proceeds of Bonds, all Mortgages and Mortgage Loans and other securities made and purchased from
such proceeds (or from the proceeds of Notes paid from the proceeds of Bonds), and all income and receipt
therefrom. This pledge is intended to be valid and binding from the time when made, and the Bond proceeds,
Mortgages, Mortgage Loans, other securities, income and receipts pledge and hereafter received by the Agency are
immediately to be subject to the lien thereof without any physical delivery or further act, and the lien of such pledge
is intended to be valid and binding as against all parties having claims of any kind in tort, contract or otherwise
against the Agency, whether or not such parties have notice thereof.

Custody and Application of Bond Proceeds

Each Series Resolution authorizing the issuance of a Series of Bonds is required to specify the purposes for
which the proceeds of such Series of Bonds may be used and to provide for the disposition of the proceeds thereof.
Purposes for which Bonds may be issued are (a) the making of Mortgage Loans, (b) the financing of Mortgage
Loans previously made from the proceeds of Notes, (c) the refunding of Outstanding Bonds, and (d) incident to
these purposes, the deposit of amounts determined by or pursuant to the Bond Resolution to be credited and paid
into the Funds and Accounts referred to in the Bond Resolution.

Note Accounts. Money in any Note Account shall be held by the Trustee and applied as directed by the
applicable Series Resolution to the payment of Notes upon receipt of an Officer’s Certificate identifying them by
title, date of issuance and maturity or redemption, interest rate and the person to whom payment is to be made and
the amount thereof. All interest and other income received from the deposit and investment of money in the Note
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Account pending application to the payment of Notes, unless otherwise directed by the applicable Series Resolution,
shall be transferred as received to the Revenue Fund. Upon receipt of evidence satisfactory to the Trustee that such
Notes have been paid and canceled, the Trustee shall transfer any balance remaining in the Note Account to the
appropriate Project Account.

Project Account and Mortgage Loan Accounts. Money in each Project Account and Mortgage Loan
Account shall be held by the Trustee or a Depository as directed by an Officer’s Certificate. The Trustee shall create
specific Mortgage Loan Accounts within the Project Account to finance specific Developments and the Trustee shall
from time to time pay out or permit the designated Depository to pay out money in any Mortgage Loan Account
held for the purpose of making a Mortgage Loan, upon receipt by the Trustee (or by the Depository with a copy to
the Trustee) of an Officer’s Certificate as to each payment or withdrawal, stating:

(i) the name of the Mortgagor to, and Development for, which the payment is to be made;
(i) the amount to be paid; and

(iii) that this amount, together with all prior withdrawals from said Mortgage Loan Account
and all prior advances made by the Agency to the Mortgagor on account of the Mortgage Loan, will not
exceed in the aggregate the authorized amount of the Mortgage Loan.

All interest and other income from time to time received from the deposit and investment of money in the
Project Account or any Mortgage Loan Accounts shall be transferred as received to the Trustee for deposit in the
Revenue Fund.

Promptly upon the fulfilling of its commitment to make a Mortgage Loan to a Mortgagor, or upon
revocation of the commitment before any substantial disbursement of funds thereunder, the Agency will deliver to
the Depository and the Trustee an Officer’s Certificate stating such fact and the amount of money, if any, remaining
in the applicable Mortgage Loan Account, and directing this amount to be transferred by the Depository to the
Trustee and deposited by the Trustee in a designated Project Account or in one or more designated Mortgage Loan
Accounts or the Redemption Fund.

Mortgage Provisions and Conditions

Each Mortgage Loan financed from the proceeds of Bonds or of Notes paid from the proceeds of Bonds or
from amounts made available from the Redemption Fund, and the Mortgage securing it, shall conform to the
following terms, conditions, provisions and limitations as well as those stated in “Program Covenants” herein,
except to the extent, if any, that a variance therefrom is required by an agency or instrumentality of the United States
guaranteeing, insuring, or otherwise assisting in the payment of the Mortgage Loans. In addition, the Agency may,
solely from Excess Revenues under the Bond Resolution which could otherwise be withdrawn therefrom pursuant to
Section 404(5) thereof, make Subordinate Mortgage Loans with respect to a Development upon such terms and
conditions as the Agency may deem appropriate, and without regard to the following provisions.

Lien. With respect to each Mortgage Loan, the Mortgage and complementary financing statements and
other necessary documents shall be executed, recorded and filed in accordance with the requirements of existing
laws, so as to create and constitute a valid first mortgage lien on the real property or leasehold interest in real
property of the Mortgagor which is the site of the Development and improvements thereon for which the Mortgage
Loan is made, and a valid security interest in all personal property acquired with proceeds of the Mortgage Loan and
attached to or used in the operation of the Development.

Title. Before the disbursement of Bond proceeds to make the Mortgage Loan or to pay Notes the proceeds
of which were used to make it, the Mortgagor shall have acquired marketable title in fee simple to the site of the
Development, or a leasehold interest therein sufficient as the subject of a Mortgage as defined in Section 103 of the
Bond Resolution, subject only to liens and encumbrances which in the reasonable judgment of the Agency do not
materially affect its value or usefulness for the intended use; and there shall be deposited with the Trustee, or with an
agent (which may be the Agency) authorized by the Trustee to receive on its behalf and transmit to the Trustee, (i)
the Mortgage; (ii) the note evidencing the Mortgage Loan; (iii) an acceptable title opinion or title insurance policy;
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and (iv) originals or photocopies of all other agreements and certificates of the Mortgagor relating to the
Development.

Participation. The Agency may participate with another party or parties in the making of a Mortgage Loan
for various purposes as set forth in the Resolution, if its mortgage lien and security interests, in proportion to its
participation, is on a parity with or superior to that of all other parties, but the interest rate and time and rate of
amortization of that part of the Mortgage Loan made by the Agency and that made by others need not be equal. The
Agency may make an additional Mortgage Loan in certain circumstances on a parity of lien with the Mortgage then
held by the Agency or subordinate thereto (but not junior or subordinate to a mortgage held by any other party
unless permitted by the Resolution).

Prepayments. With respect to each Mortgage Loan, the Mortgage shall not permit a Prepayment of the
Mortgage Loan without the consent of an Authorized Officer of the Agency, unless required by an agency of the
United States as contemplated in this section; but the Agency may undertake in the Mortgage to give its consent if
the following conditions with respect to Prepayment exist:

@ the amount to be paid prior to satisfaction of the Mortgage equals, as of the date of the
Prepayment:
0] the unpaid principal balance of the Mortgage Loan: plus
(i) accrued interest to the date of the Prepayment; plus

(i) unless waived or modified by the Agency, a prepayment penalty calculated in
accordance with the terms of the Mortgage; and

(b) an Authorized Officer determines that after such Prepayment (whether total or partial),
the Agency will remain in compliance with its Revenue Covenant.

The Agency may consent to the Prepayment of any Subordinate Mortgage Loan upon such terms as it, in its
sole discretion, deems appropriate.

Insurance and Escrow. With respect to each Mortgage Loan, the Mortgage or an accompanying document
shall require the Mortgagor:

@ to procure and maintain fire and extended coverage insurance on the Development in
amount as determined by the Agency, payable to the Agency as its interest may appear;

(b) to pay all taxes, special assessments and other lawful governmental charges with respect
to the Development before they become delinquent, and all claims for work done and materials furnished
with respect thereto before they are filed as liens on the Development, except during any period for which
payment of part or all thereof may be deferred, with the written consent of and upon such terms as are
specified by an Authorized Officer, for the purpose of contesting the same; and

(© to make monthly Escrow Payments to the Agency or a Servicer or a Depository sufficient
to accumulate funds for taxes and other governmental charges and insurance premiums.

Disbursements. Before the disbursements of a Mortgage Loan from Bond proceeds the Mortgagor shall
have completed the Development and paid all costs thereof in a manner approved by an Authorized Officer, or shall
have:

@ obtained all governmental approvals required by law for the acquisition and construction
of the Development;

(b) obtained written approval by an Authorized Officer of final plans and specifications for

the Development and provided, if required, assurance and documentation of a nature and in an amount
sufficient in the opinion of an Authorized Officer, securing performance of the work in accordance
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therewith, provided that no disbursement of construction costs shall be made until such approval is given
and such assurance furnished;

(c) deposited with the Trustee or a Depository cash or an irrevocable letter of credit or other
valuable consideration satisfactory to an Authorized Officer, in any amount by which the cost of the
Development as estimated by the Agency exceeds the authorized amount of the Mortgage Loan.

The Agency may impose additional disbursement requirements, or modify the foregoing requirements, to
the extent required to comply with the rules, regulations or procedures of any agency or instrumentality of the
United States guaranteeing, insuring or otherwise participating in the making of a Mortgage Loan or the repayment
thereof.

Alienation. Except as provided below, with respect to each Mortgage Loan, the Mortgage shall not permit
the sale, lease or encumbrance of the Development without the written consent of the Agency, by its Authorized
Officer, which consent may be given (but need not be given) only in the cases of:

@ receipt of full Prepayment conforming to the requirements stated below;

(b) grant of easements, licenses or rights-of-way over, under or upon the site of the
Development which, in the opinion of the Officer, do not destroy or diminish its usefulness for the purpose
intended,;

(c) lease of the Development or a part thereof to a third party for the purpose of operation,

provided that such lease is permitted by law and is subject to all of the terms, provisions and limitations of
the Mortgage;

(d) sale or exchange of any improved or unimproved land which in the opinion of an
Authorized Officer is not needed for the efficient operation of the Development, provided that an appraisal
acceptable to the Agency is received showing that the Development, subsequent to such release, has an
appraised value not less than 110% of the outstanding principal balance of the Mortgage;

(e) sale to another eligible Mortgagor approved by resolution of the Agency, who assumes
all obligations of the original Mortgagor under the Mortgage and accompanying documents; in which case
the Agency may release the original Mortgagor unless otherwise provided in the Mortgage;

()] grant of a parity mortgage lien on the Development or a portion thereof if such parity
mortgage lien is given to secure financing for the expansion, improvement or renovation of the
Development or portion thereof; or

(9) grant of a subordinate mortgage lien on the Development or a portion thereof.

Enforcement. The Agency shall diligently enforce, and take all reasonable steps, actions and proceeding
necessary for the enforcement, of all terms, covenants and conditions of Mortgages securing Mortgage Loans made
by the Agency, including the prompt collection of Mortgage repayments and fees and charges and other Revenues.

Whenever it shall be necessary in order to protect and enforce the rights of the Agency under a Mortgage
securing a Mortgage Loan and to protect and enforce the rights and interests of Bondholders under the Bond
Resolution, the Agency shall commence foreclosure proceedings against each Mortgagor in default under the
provisions of a Mortgage, shall bid for and purchase the Development covered by such Mortgage at the foreclosure
or other sale thereof and shall acquire and take possession of such Development.

Upon foreclosure of a Mortgage securing a Mortgage Loan, or upon acquisition of the Development in lieu
of foreclosure of a Mortgage in default, and so long as the Agency shall have title to or be in possession of the
Development, the Agency shall, as the case may be, construct, operate and administer such Development in the
place and stead of the Mortgagor in such manner as the Agency reasonably determines is in the best interests of the
Bondholders. In so doing, the Agency, to the extent it may have money available for such purpose, including any
money on deposit in the Mortgage Loan Account relating to the Development, may complete the construction and
development thereof if not already completed in such manner as the Agency reasonably determines is in the best
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interests of the Bondholders. From money provided by the Agency from the ownership and operation of the
Development, to the extent such money is sufficient for the following purposes, the Agency shall first pay or make
provision for payment of the costs and expenses of taxes, insurance, foreclosure fees, including appraisal and legal
fees and similar expenses required to preserve or acquire unencumbered title to the Development, and after
providing currently for these expenses shall pay the cost and expenses of operating the Development, including the
repayments which the Mortgagor was obligated to pay pursuant to the terms and provisions of the Mortgage. The
Trustee or other Depository of the Mortgage Loan Account established with respect to any Development foreclosed
or otherwise acquired by the Agency prior to its completion shall be authorized to pay to the Agency upon its
requisition any amount on deposit in the Mortgage Loan Account, upon receipt of an Officer’s Certificate that such
amount is required to pay an item that would have been included in the cost of the Development had the Agency not
acquired the same. If the Agency determines that completion of the Development is not in the best interests of the
Bondholders, the remaining funds in any such Mortgage Loan Account shall be disposed of in the same manner as
set forth in the Bond Resolution for funds remaining in a Mortgage Loan Account upon completion of a
Development or cancellation of a commitment to make a Mortgage Loan for a Development.

Upon or after foreclosure of a Development under a Mortgage securing a Mortgage Loan, or acquisition
thereof from the Mortgagor in lieu of foreclosure:

€)] the Agency may resell the Development to an eligible Mortgagor and make a Mortgage
Loan with respect thereto as if such eligible Mortgagor were the original Mortgagor, subject to all of the
terms, provisions, conditions and limitations contained in this section and “Program Covenants” below; or
the Agency may sell the Development to a party other than an eligible Mortgagor;

(b) the Agency shall not resell the Development for a price less than its fair market value as
reasonably determined by the Agency through a solicitation of bids for the purchase of the Development or
by an appraiser or other real estate consultant selected by the Agency and acceptable to the Trustee;

(© subsequent to such sale the Agency must remain in compliance with its Revenue
Covenant under the Bond Resolution; and

(d) all proceeds from the sale of any Development shall be considered a Recovery Payment
and shall be deposited in the Suspense Account in the Redemption Fund.

The foregoing provisions regarding foreclosure of mortgages shall not apply to Mortgages securing
Subordinate Mortgage Loans, and the Agency may proceed to protect and enforce the rights of the Agency under a
Mortgage securing a Subordinate Mortgage Loan in such manner as the Agency, in its sole discretion, deems
appropriate.

Modification. Except as otherwise permitted by the terms of the Bond Resolution, the Agency shall not
consent to the modification of the security for or any terms or provisions of any Mortgage Loan or the Mortgage
securing the same in a manner materially detrimental to Bondholders. No reduction in the interest rate or schedule of
payments will be made which would result in a failure by the Agency to comply with its Revenue Covenant.
Notwithstanding the foregoing, the Agency may consent to the modification of the terms of any Subordinate
Mortgage Loan or Mortgage securing such loan in any manner and to any extent the Agency, in its sole discretion,
deems appropriate.

Sale. The Agency may sell any Mortgage or other obligation securing a Mortgage Loan provided that after
such sale an Authorized Officer determines the Agency will remain in compliance with its Revenue Covenant. The
Agency may sell any Mortgage or other obligation securing a Subordinate Mortgage Loan upon such terms and
conditions as the Agency, in its sole discretion, deems appropriate.

Program Covenants—Revenue Covenant
The Agency shall from time to time, with all practical dispatch and in a sound economical manner
consistent in all respects with the Act as then amended and in effect and with the provisions of the Bond Resolution,

use and apply the proceeds of the Bonds, to the extent not required by the Bond Resolution for other Program
purposes, to make Mortgage Loans pursuant to the Act and the Bond Resolution, and shall do all such acts and
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things as are necessary to receive and collect Revenues, Prepayments, Recovery Payments and Escrow Payments,
consistent with sound practices and principles, and shall diligently enforce and take all steps, actions and
proceedings reasonably necessary in the judgment of the Agency for the enforcement of all terms, covenants and
conditions of the Mortgage Loans. The Agency shall also take all steps, actions and proceedings reasonably
necessary in the judgment of the Agency for the enforcement of all terms, covenants and conditions of Subordinate
Mortgage Loans.

There shall at all times be scheduled payments of principal and interest on Mortgage Loans pledged under
the Bond Resolution which, when added to any other legally enforceable payments on Mortgage Loans or with
respect to the Bond Resolution (including Counterparty Hedge Payments), and interest and other income estimated
by the Agency to be derived from the investment or deposit of money available therefor in any Fund or Account
created by the Bond Resolution, will be sufficient to pay the Principal Installments of and interest on all Outstanding
Bonds (excluding from such calculations all amounts scheduled to be received pursuant to the provisions of
Subordinate Mortgage Loans). In making a determination as of any date that the Agency is in compliance with this
covenant, the Agency may make assumptions as to future events (including, as applicable, assumptions as to the
amounts of Agency Hedge Payments and Counterparty Hedge Payments and the amount of interest payable on
Variable Rate Bonds), which assumptions shall be based upon the Agency’s reasonable expectations as of the date
of such determination.

The Agency reserves the right:

@) at the time of issuance of any Series of Bonds for the purpose of repaying notes or Bonds
the proceeds of which were used to make a Mortgage Loan, to consent to a reduction of the interest on that
Mortgage Loan, provided that the Agency will then be in compliance with the preceding paragraph;

(b) at any time, to forgive a portion of the interest on a Mortgage Loan by consenting to the
establishment of scheduled payments of principal and interest lower than those required to amortize the
Mortgage Loan during its then remaining term at the agreed interest rate, provided that (i) the scheduled
payments of principal and interest on all Mortgage Loans, giving effect to that and all similar reductions
then in effect, will in the aggregate be sufficient to comply with the preceding paragraph, and (ii) if it is
subsequently determined by an Authorized Officer that such aggregate scheduled principal and interest
payments will or may be insufficient for such compliance, such forgiveness may be terminated in whole or
in part with respect to subsequent payments on that Mortgage Loan; and

(c) to consent to any modifications to a Subordinate Mortgage Loan, including forgiving all
or a portion of principal thereof or interest thereon, as the Agency may determine in its sole discretion. The
Agency reserves the right to withdraw any amount from its General Reserve Account and deposit it in the
Bond Fund in payment and satisfaction of a corresponding amount of the scheduled principal or interest
payments on any Mortgage Loan. The Agency shall be entitled to recover from the Mortgagor any amounts
so advanced, together with interest thereon at the rate payable on the Mortgage Loan, or to enforce its right
to such recovery under the Mortgage, but only after all other defaults thereunder have been cured.

Deposit of Revenues and Other Money

The Agency will collect and deposit or will require a Servicer to collect and deposit with the Trustee or a
Depository, on the date of receipt so far as practicable, all Revenues, Prepayments, Recovery Payments and Escrow
Payments receivable from Mortgagors, and will forward or require the Depository to forward promptly to the
Trustee statements of each amount deposited except Escrow Payments. The Trustee shall be accountable only for
moneys actually so deposited, other than Escrow Payments. All moneys so deposited shall be apportioned by the
Agency or Servicer and paid into and credited on the books of the Depository and the Trustee as follows:

@) Revenues to the Revenue Fund:
(b) Prepayments and Recovery Payments to the Redemption Fund; and
(c) Each Escrow Payment to an Escrow Account separately held by the Depository or the

Agency.
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Revenue Fund

As of the first and on or before the tenth day of each month after the first delivery of Bonds, on any Interest
Payment Date or on any date as further provided in clause (d) below, from any moneys in the Revenue Fund then
held by the Trustee and Depositories, the Trustee shall withdraw and pay into each of the following Funds the
amount indicated in the following tabulation, or so much thereof as remains after first crediting to each Fund
preceding it in the tabulation the full amount indicated for that Fund:

€)] to the Bond Fund (and such separate Accounts therein as may be designated by one or
more Series Resolutions), the amount needed to increase the aggregate balance therein to the Bond
Requirement;

(b) to the Debt Service Reserve Fund (and such separate Accounts therein as may be
designated by one or more Series Resolutions), the amount needed to increase the aggregate balance therein
to the Debt Service Reserve Requirement;

(© to an Account in the Revenue Fund held by the Trustee at its Principal Office, the
additional amount needed to make each of the payments which will be required under the foregoing clauses
(@) and (b) to be made as of the first day of the following month:

(d) if payment of interest and Principal Installments, if any, then or theretofore due on all
Outstanding Bonds has been made in full and the amounts on deposit in all Funds and Accounts referred to
in clauses (a) to (c) equal or exceed the Requirements applicable thereto, to the Expense Fund, the amount
then required to increase the balance therein to the Expense Requirement (provided that the Agency may
elect to receive the Expense Requirement from time to time by payment directly from the Revenue Fund
upon providing the Trustee with an Officer’s Certificate as provided in the Bond Resolution); and

(e) when authorized by an Officer’s Certificate, the Trustee may credit Revenues to the Bond
Fund (and such separate Accounts therein as may be designated by one or more Series Resolutions) upon
receipt, up to the amount of the current Bond Requirement, and in excess of that requirement if the current
Debt Service Reserve and Expense Requirements, if any, have been met.

In the event that on any Interest Payment Date, after payment of all interest and Principal Installments then due, the
amounts in all Funds and Accounts referred to in clauses (a) to (d) equal or exceed the Requirements applicable
thereto, any amount then on hand in the Revenue Fund and any Revenues thereafter received in excess of the current
requirements of all of said Funds and Accounts may be transferred to the Agency’s General Reserve Account, and
shall be so transferred upon request in writing by an Authorized Officer; provided that no such transfer shall be
made unless, after giving effect to such transfer, total assets of the Bond Resolution shall exceed total liabilities,
determined in accordance with generally accepted accounting principles and evidenced by an Officer’s Certificate.

The Agency reserves the right, in its sole and absolute discretion, to deliver to the Trustee from time to time
funds not constituting Revenues or otherwise subject to the pledge of the Bond Resolution and an Officer’s
Certificate directing the Trustee to credit such funds to one or more Funds or Accounts hereunder, and the Trustee is
authorized to credit such funds in accordance with the directions of the Officer’s Certificate and such funds shall
thereupon become subject to the lien and provisions of the Bond Resolution, as applicable.

Bond Fund

@ The Trustee shall withdraw from the Bond Fund, prior to each Interest Payment Date an
amount equal to the unpaid interest due on the Outstanding Bonds on or before that date, and shall cause it
to be applied to the payment of said interest when due, or shall transmit it to one or more Paying Agents
who shall apply it to such payment as provided in Series Resolutions.

(b) If the withdrawals required under (a) above on the same and every prior date have been
made, the Trustee shall withdraw from the Bond Fund, prior to each Principal Installment Date and Sinking
Fund Installment Date, an amount equal to the principal amount or Accreted Value of the outstanding
Bonds, if any, maturing or subject to mandatory redemption on or before that date and shall cause it to be
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applied to the payment of the principal or Accreted Value of said Bonds when due or transmit it to Paying
Agents who shall apply it to such payment.

(c) Each withdrawal from the Bond Fund under (a) and (b) above shall be made not earlier
than five (5) days prior to the Interest Payment or Principal Installment Date or Sinking Fund Installment
Date to which it relates, and the amount so withdrawn shall be deemed to be part of the Bond Fund until the
Interest Payment Date or Principal Installment Date or Sinking Fund Installment Date.

(d) The Trustee shall apply money in the Bond Fund to the purchase or the redemption of
Outstanding Term Bonds subject to mandatory redemption in the manner provided in this paragraph and
Section 702 of the Bond Resolution, provided that no such Bond shall be purchased during the period of
thirty (30) days next preceding the Date of a Sinking Fund Installment established for such Bonds. The
price paid by the Trustee (excluding accrued interest but including any brokerage and other charges) for
any Bond purchased pursuant to this paragraph shall not exceed the Redemption Price applicable on the
next date on which such Bond could be redeemed in accordance with its terms as part of a Sinking Fund
Installment. Subject to the limitations set forth and referred to in this paragraph, the Trustee shall purchase
Bonds at such times, for such prices, in such amounts and in such manner (whether after advertisement for
tenders or otherwise) as the Agency may determine in an Officer’s Certificate furnished to the Trustee.

(e) As soon as practicable after the forty-fifth and before the thirtieth day prior to the Date of
each Sinking Fund Installment, unless a different notice period is required by the applicable Series
Resolution, the Trustee shall call for redemption on that date the principal amount or Accreted Value of the
remaining Bonds entitled to said Installment, and on that date the Trustee shall apply the money in the
Bond Fund to the payment of the Redemption Price of the Bonds so called for redemption.

) If, on any Interest Payment Date for Bonds that are subject to a Hedge Agreement,
payment of interest and Principal Installments, if any, then or theretofore due on all Outstanding Bonds has
been made in full and the amounts on deposit in all Funds and Accounts referred to in clauses (a) to (c)
under the heading “Revenue Fund” equal or exceed the Requirements applicable thereto, then any amounts
on hand in the Bond Fund in excess of the Bond Requirement on such date shall be transferred to the
Expense Fund upon the written request of an Authorized Officer if required to increase the balance therein
to the Expense Requirement in respect of Agency Hedge Payments and credit or liquidity support or
remarketing fees then owing.

(9) No amount is to be withdrawn or transferred from or paid out of the Bond Fund except as
described in this Section.

Debt Service Reserve Fund

©) If at any time there is not a sufficient amount in the Bond Fund to provide for the
payment when due of Principal Installments of and interest on the Outstanding Bonds, the Trustee shall
withdraw from the Debt Service Reserve Fund and pay into the Bond Fund the amount of the deficiency
then remaining. The Trustee shall notify the Agency in writing ten (10) days prior to any such withdrawal
from the Debt Service Reserve Fund.

(b) In addition to the payments made into the Debt Service Reserve Fund pursuant to Section
404 of the Bond Resolution or otherwise, the Agency shall deposit in the Debt Service Reserve Fund any
money appropriated and paid to the Agency by the State pursuant to the Act for the purpose of restoring the
Debt Service Reserve Fund to the Debt Service Reserve Requirement.

(c) If as of the first day of any month the amount in the Debt Service Reserve Fund exceeds
the Debt Service Reserve Requirement, the Trustee within ten (10) days thereafter shall withdraw any
amount therein in excess of the Debt Service Reserve Requirement, and pay the same into the Revenue
Fund.

(d) The Agency shall at all times maintain the Debt Service Reserve Fund and will do and
perform or cause to be done and performed each and every act and thing with respect to the Debt Service
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Reserve Fund provided to be done or performed by or on behalf of the Agency or the Trustee under the
terms and provisions of Article IV of the Bond Resolution and of the Act.

(e) In order to better secure the Bonds and to make them more marketable and to maintain in
the Debt Service Reserve Fund an amount equal to the Debt Service Reserve Requirement, and in
accordance with the provisions of Section 22, Subdivision 8 of the Act, the Agency shall cause the
Chairperson, annually, on or before December 1 of each year, to make and deliver to the Governor of the
State a certificate stating (a) the amount, if any, that is necessary to restore the Debt Service Reserve Fund
to an amount equal to the Debt Service Reserve Requirement (but not exceeding the maximum amount of
principal and interest to become due and payable in any subsequent year on all Bonds and Notes which are
then QOutstanding and secured by the Debt Service Reserve Fund) and (b) the amount, if any, determined by
the Agency to be needed in the then immediately ensuing fiscal year, with other funds pledged and
estimated to be received into the Revenue Fund during that year, for the payment of the principal and
interest due and payable in that year on all then Outstanding Bonds and Notes secured by the Debt Service
Reserve Fund. All moneys received by the Agency from the State in accordance with the provisions of
Section 22, Subdivision 8 of the Act pursuant to any such certification shall be paid to the Trustee for
deposit in and credit to the Debt Service Reserve Fund or Revenue Fund, as provided in the Bond
Resolution.

(j] No amount is to be withdrawn from or paid out of the Debt Service Reserve Fund except
as described in this Section.

Expense Fund

@) Money deposited in the Expense Fund, if any, shall be disbursed for the payment of
continuing expenses of the Program (including operating and maintenance expenses of Developments in
the possession of the Agency), any Agency Hedge Payments owing from time to time to a Hedge
Counterparty pursuant to a Hedge Agreement and any fees or expenses owing from time to time to a person
or entity providing credit or liquidity support or remarketing services in respect of any Bonds upon receipt
of an Officer’s Certificate stating the name of the party to be paid, the amount to be paid and the purpose of
the payment.

(b) Income received or other money held in the Expense Fund in excess of the Expense
Requirement shall be credited by the Trustee to the Revenue Fund.

(c) No amount is to be withdrawn, transferred or paid out of the Expense Fund except as
described in this Section.

Redemption Fund

@) The Trustee shall establish a Suspense Account in the Redemption Fund, to which it shall
credit all Prepayments and Recovery Payments, and all surplus amounts transferred from Mortgage Loan
Accounts under Section 307(G) of the Bond Resolution; each of which shall be used and applied as
directed by an Officer’s Certificate, either (i) to provide additional funds to a Mortgage Loan Account for
an increase in the amount of a Mortgage Loan authorized by the Agency, or (ii) for the establishment of
one or more Mortgage Loan Accounts for new Mortgage Loans made by the Agency, or (iii) for the
purchase or redemption of Outstanding Bonds, or (iv) if no Bonds of a Series are Outstanding and
Prepayments have been received from one or more Mortgage Loans financed by Bonds of the Series, any
such remaining Prepayments, for the payment of any Agency Hedge Payments under, or any amounts
payable by the Agency upon early termination of, a Hedge Agreement relating to such Series of Bonds;
provided that as of the first day of each month while any Prepayment or Recovery Payment is held in the
Suspense Account, the Trustee shall transfer from that Account to the Bond Fund the scheduled monthly
payment of principal of the Mortgage Loan with respect to which the Prepayment or Recovery Payment
was received, less the amount of any payment of principal actually received with respect to such Mortgage
Loan, if such transfer is required in order to meet the Bond Requirement.

(b) By Officer’s Certificate the Agency may authorize the increase of any Mortgage Loan or
the making of a new Mortgage Loan as contemplated above, and for that purpose may appropriate any
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money at the time available in or transferred to the Redemption Fund in accordance with the provisions of
Article 1V of the Bond Resolution to one or more designated Mortgage Loan Accounts for disbursement
pursuant to Section 307 of the Bond Resolution. Upon the filing with the Trustee of the Officer’s
Certificate, the Trustee shall withdraw from the Redemption Fund and deposit the amount authorized in
each Mortgage Loan Account designated in the Certificate.

(© Upon receipt of the Officer’s Certificate referred to in Section 702 of the Bond
Resolution, the Trustee shall apply money in the Redemption Fund not otherwise applied in accordance
with paragraphs (a) and (b) above to the purchase of Bonds designated in the Certificate at the most
advantageous price obtainable with due diligence. Bonds not so purchased may be redeemed at a
Redemption Price determined by Series Resolution at the time and in the manner provided in Article VII of
the Bond Resolution. Bonds shall not be purchased pursuant to this paragraph during the period of forty-
five (45) days next preceding a redemption date from money to be applied to the redemption of Bonds on
such date.

(d) Notwithstanding the foregoing, any Prepayment or Recovery Payment received with
respect to a Subordinate Mortgage Loan may be used and applied, as directed by an Officer’s Certificate, in
such manner as the Agency, in its sole discretion, may determine.

(e) Income from the investment of the Redemption Fund shall be credited as received to the
Revenue Fund.

) No amount is to be withdrawn or transferred from or paid out of the Redemption Fund
except as described above.

Escrow Accounts

Escrow Payments received by the Agency or a Servicer, whether separately or as part of some other
payment, shall be deposited in an Escrow Account and shall be promptly applied by the Agency or Servicer to the
purpose for which such payments were received, and any such payments received by the Trustee or a Depaository,
whether separately or as part of some other payment, shall immediately be paid to the Agency and applied by the
Agency to the purpose for which they were received.

General Reserve Account

All amounts authorized in Article IV of the Bond Resolution to be withdrawn from the Revenue Fund and
deposited in the General Reserve Account of the Agency shall be free and clear of any lien or pledge created by the
Bond Resolution and may be used for any purpose authorized by the Act, subject to the provisions of Section 102,
clauses (6) and (7) of the Bond Resolution.

Investment and Deposit of Funds

@) Subject to instructions from time to time received from an Authorized Officer (which
need not be in writing), and with the objective of assuring the maximum yield reasonably possible on
money held in each Fund, each Fiduciary shall keep all money held by it invested and reinvested, as
continuously as reasonably possible, in Investment Obligations defined in Section 103 of the Bond
Resolution (including interest-bearing time deposits and certificates of deposit). All Investment Obligations
shall mature or be redeemable (at the option of the holder) and bear interest payable at the times and in the
amounts estimated to be necessary to provide funds for Mortgage Loan disbursements and for the payment
of the principal and Accreted Value of and interest and premium, if any, on Bonds when due or when
scheduled for redemption pursuant to applicable Series Resolutions. The maturity date of a security
purchased under a repurchase agreement shall be deemed to be the agreed repurchase date. The maturity
date of a time deposit or certificate of deposit shall be deemed to be any date on which, with such notice as
may be required, the deposit may be withdrawn without loss of interest.

(b) Money in separate Funds may be commingled for the purpose of investment or deposit,
subject to instructions from an Authorized Officer, to the extent possible in conformity with the provisions
of paragraph (a) of this Section. Moneys in separate funds or series accounts may be invested in common
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trust funds or pools of which such money forms a part pursuant to the terms of which each Fund or series
account is allocated a share of a pooled security proportionate to the amount contributed to the purchase
price of the pooled security, subject to the provisions of paragraph (a) of this Section and to the restrictions
on Investment Obligations imposed by each Series Resolution. Investments shall be sold at the best price
obtainable, and amounts held in certificates of deposit or time deposits shall be withdrawn, whenever
necessary in order to make any disbursement or repurchase of Mortgage Loans, payment of expenses of
debt service. Investment Obligations need not be disposed of to make required transfers from one Fund or
Account to another, but one or more Investment Obligations or portions thereof may be transferred in lieu
of cash.

(© Subject to approval by an Authorized Officer, the Trustee or another Fiduciary may apply
money pertaining to any Fund or Account created by or pursuant to the Bond Resolution to the purchase of
Investment Obligations owned by it or its individual capacity, and may sell to itself in its individual
capacity Investment Obligations held by it in any such Fund or Account as such Fiduciary.

Additional Bonds

The Bond Resolution provides that after authorization by a Series Resolution and compliance with such
requirements as are set forth therein, Bonds of any Series may be delivered upon the following, among other,
conditions:

The Agency shall furnish to the Trustee:

€)] copies of the Bond Resolution and the applicable Series Resolution, certified by an
Authorized Officer;

(b) a Counsel’s Opinion that:

(M the Bond Resolution and the applicable Series Resolution have been duly
adopted by the Agency and are valid and binding upon it and enforceable in accordance with their
terms;

(i) the Bond Resolution creates the valid pledge which it purports to create; and

(iii) the principal amount of the Bonds to be issued and other obligations theretofore
issued by the Agency does not exceed any legal limitation;

(© an Officer’s Certificate stating:
(i) the amounts to be deposited in all Funds and Accounts;

(i) that the issuance of the Bonds will have no material adverse effect on the ability
of the Agency to pay the Principal Instaliments of and interest on all Bonds (including the
Outstanding Bonds and the Bonds then to be issued);

(iii) that after such issuance there will be scheduled payments of principal and
interest on Mortgage Loans then held by the Agency or to be made or purchased by the Agency
from the proceeds of such Series of Bonds (or from the proceeds of Notes paid or to be paid from
the proceeds of the Bonds) which, with any other legally enforceable payments with respect to
such Mortgage Loans or with respect to the Bond Resolution (including Counterparty Hedge
Payments), and with interest or other income estimated by the Agency to be derived from the
investment or deposit of money available therefor in all Funds and Accounts created by the Bond
Resolution, will be sufficient to pay the Principal Installments of and interest on the Bonds then
Outstanding and the additional Series of Bonds on their Principal Installment and Interest Payment
Dates (excluding from such calculations the amounts to be received by the Agency pursuant to any
Subordinate Mortgage Loans); provided that, in making such statement the Authorized Officer
may set forth the assumptions upon which the statement is based (including, without limitation,
assumptions as to the amounts of Agency Hedge Payments and Counterparty Hedge Payments and
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the amount of interest payable on Variable Rate Bonds), which assumptions shall be based upon
the Agency’s reasonable expectations as of the date of such Officer’s Certificate; and

(iv) that the balance in the Debt Service Reserve Fund immediately prior to the
issuance of such Bonds is not less than the Debt Service Reserve Requirement computed with
reference to the Outstanding Bonds (except Outstanding Bonds which are to be refunded by the
additional Bonds); and

(d) if the Bonds to be issued are Variable Rate Bonds or are the subject of a Hedge Agreement,
written confirmation from each Rating Agency that the issuance of such Bonds will not impair the Rating
on any Bonds then Outstanding.

The Trustee shall determine and certify:

€)] that it is has received the documents listed above; and

(b) that the amount of Bond proceeds or other funds of the Agency to be deposited in the
Debt Service Reserve Fund is sufficient to increase the amount in the Fund to the Debt Service Reserve
Requirement effective after the issuance of the Bonds, as computed by the Trustee.

Hedge Agreements

The Agency may from time to time enter into one or more Hedge Agreements with respect to any Series of
Bonds outstanding or proposed to be issued on the terms and conditions and subject to the limitations set forth in
this section and elsewhere in the Bond Resolution. The Agency shall not enter into a Hedge Agreement unless (1) as
of the date the Agency enters into the Hedge Agreement, either the Hedge Counterparty or the person or entity
executing a Hedge Counterparty Guarantee relating thereto has outstanding unsecured long-term debt obligations
rated by, or other applicable rating given by, as high as or higher than the Rating on the Outstanding Bonds; and
(2) if the Hedge Agreement relates to Outstanding Bonds, the Trustee receives written confirmation from each
Rating Agency that the execution and delivery of the Hedge Agreement by the Agency will not impair the Rating on
any Bonds then Outstanding. To secure its obligation to make Agency Hedge Payments to a Hedge Counterparty
pursuant to a Hedge Agreement, the Agency may grant to the Hedge Counterparty a subordinate and junior pledge
and security interest (subordinate and junior to the pledge and security interest granted to the Bondholders) in all or
any of the Revenues, Prepayments, Recovery Payments or any other moneys, securities, Funds or Accounts
hereunder; provided, however, that the payment of Agency Hedge Payments shall not be secured by the Debt
Service Reserve Fund. Nothing in this Section 205 is intended to prohibit the Agency from securing any payments it
is obligated to make in respect of the early termination of a Hedge Agreement by the full faith and credit of the
Agency, by amounts to be transferred to the General Reserve Account pursuant to the last sentence of the first
paragraph under the heading “Revenue Fund” or by other moneys, assets or revenues of the Agency not pledged to
the payment of Outstanding Bonds under the Bond Resolution.

Amendments of the Bond Resolution

Amendments of or supplements to the Bond Resolution may be made by a Supplemental Bond Resolution
(a “Supplemental Resolution”).

Supplemental Resolutions may become effective upon filing with the Trustee if they add restrictions on the
Agency, add covenants by the Agency, surrender privileges of the Agency, authorize additional Bonds and fix the
terms thereof or affect only Bonds not yet issued.

Supplemental Resolutions become effective upon consent of the Trustee if they concern only curing or
clarifying an ambiguity, omission, defect or inconsistency, or make any other change which, in the judgment of the
Trustee, is not prejudicial to the Trustee and which does not adversely affect the interests of Bondholders. Other
Supplemental Resolutions become effective only with consent of the Holders of at least a majority in principal
amount and Accreted Value of the Outstanding Bonds affected thereby.

However, no amendment shall permit a change in the terms of redemption or maturity of any Outstanding
Bond or of any installment of interest thereon or a reduction in the principal amount or Accreted Value thereof or
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the Redemption Price thereof or the rate of interest thereon without the consent of the Holder of such Bond, or shall
reduce the percentage of the Holders the consent of which is required to effect any such amendment, without
unanimous consent of the Bondholders.

Any amendment may be made with unanimous consent of the Bondholders, except that no amendment
shall change any of the rights or obligations of any Fiduciary without the consent of the Fiduciary.

Defeasance

If the Agency shall pay or cause to be paid to the Holders of the Bonds, the principal, Accreted Value and
interest and Redemption Price, if any, to become due thereon, at the times and in the manner stipulated therein and
in the Bond Resolution, then, unless there shall be an Officer’s Certificate delivered to the Trustee to the contrary,
the pledge of the Revenues, Prepayments, Recovery Payments and other moneys, securities and funds pledged by
the Bond Resolution and the covenants, agreements and other obligations of the Agency to the Bondholders
thereunder shall be discharged and satisfied.

Bonds and interest thereon for the payment or redemption of which maoneys shall have been deposited with
the Trustee shall be deemed to have been paid, provided that, if any of such Bonds are to be redeemed prior to the
maturity thereof, provision satisfactory to the Trustee shall have been made for the giving of notice of redemption
thereof. Moneys so held by the Trustee shall be invested by the Trustee, as directed by the Agency, in Investment
Obligations which are direct obligations of the United States or guaranteed by the United States. If the maturing
principal of such Investment Obligations and the interest to fall due thereon at least equal the amount of money
required for the payment on any future date of the interest on and principal of or Redemption Price on such Bonds,
the Bonds shall be deemed to have been paid.

Events of Default

Each of the following shall constitute an event of default under the Bond Resolution: (a) interest on any of
the Bonds is not paid on any date when due, or the principal, Accreted Value or Redemption Price of any of the
Bonds is not paid at maturity or at a Redemption Date at which the Bonds have been called for redemption; (b)
Bonds subject to redemption by operation of Sinking Fund Installments shall not have been redeemed and paid in
the amount required in the applicable Series Resolution on any date; (c) a default shall be made in the observance or
performance of any covenant, contract or other provision in the Bonds, the Bond Resolution, or applicable Series
Resolution contained and such default shall continue for a period of ninety (90) days after written notice to the
Agency from a Bondholder or from the Trustee specifying such default and requiring the same to be remedied; or
(d) certain acts of bankruptcy, insolvency or reorganization by the Agency.

Remedies

Upon the happening and continuance of an event of default, the Trustee may, and shall upon the request of
the Holders of twenty-five percent (25%) in principal amount and Accreted Value of the Bonds then Outstanding
affected by an event of default described in clause (a) or (b) of “Events of Default” above, or twenty-five percent
(25%) in principal amount and Accreted Value of all Bonds then Outstanding if the event of default is one described
in clauses (c) or (d) of “Events of Default” above, proceed to protect and enforce the rights of the Bondholders under
the laws of the State of Minnesota or under the Bond Resolution. No Bondholder shall have the right to institute any
proceedings for any remedy under the Bond Resolution unless the Trustee, after being so requested to institute such
proceedings and offered satisfactory indemnity, shall have refused or neglected to comply with such request within a
reasonable time and unless the proceeding is brought for the ratable benefit of all Holders of all Bonds. However,
nothing in the Bond Resolution contained is intended to affect or impair the right of any Bondholder to enforce the
payment of the principal or Accreted Value of and interest on his Bonds at the time and place expressed in the
Bonds.

E-17



Page 80 of 134

APPENDIX F

BOOK-ENTRY-ONLY SYSTEM

General

The Depository Trust Company, New York, New York (“DTC”), is to act as securities depository for the
Series Bonds. The ownership of one fully registered Series Bond for each maturity of the Series Bonds in the
aggregate principal amount of that maturity will be registered in the name of Cede & Co., DTC’s partnership
nominee. So long as Cede & Co. or another nominee designated by DTC is the registered owner of the Series
Bonds, references herein to the Bondholders, Holders or registered owners of Series Bonds will mean Cede & Co.
or the other nominee and will not mean the Beneficial Owners (as hereinafter defined) of the Series Bonds.

DTC is a limited-purpose trust company organized under the New York Banking Law, a “banking
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
“clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and
provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity, corporate and municipal debt issues,
and money market instruments from over 100 countries that DTC’s participants (“Direct Participants™) deposit with
DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities
transactions in deposited securities, through electronic computerized book-entry transfers and pledges between
Direct Participants’ accounts. This eliminates the need for physical movement of securities certificates. Direct
Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporations and certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing
Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities Clearing Corporation and
Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its
regulated subsidiaries. Access to the DTC system is also available to others such as both U.S. and non-U.S.
securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a
custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants™). The DTC Rules
applicable to its Participants are on file with the Securities and Exchange Commission. More information about
DTC can be found at www.dtcc.com and www.dtc.org.

Purchases of beneficial ownership interests in the Series Bonds under the DTC system must be made by or
through Direct Participants, which will receive a credit for the Series Bonds on DTC’s records. The ownership
interest of each actual purchaser of each Series Bond (the “Beneficial Owner”) is in turn to be recorded on the Direct
and Indirect Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their
purchase, but Beneficial Owners are expected to receive written confirmations providing details of the transaction,
as well as periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial
Owner entered into the transaction. Transfers of ownership interests in the Series Bonds are to be accomplished by
entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial
Owners will not receive certificates representing their ownership interests in Series Bonds, except in the event that
use of the Book-Entry System for the Series Bonds is discontinued as described below.

To facilitate subsequent transfers, all Series Bonds deposited by Participants with DTC are registered in the
name of DTC’s partnership nominee, Cede & Co., or anther name as may be requested by an authorized
representative of DTC. The deposit of Series Bonds with DTC and their registration in the name of Cede & Co. or
other nominee do not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial
Owners of the Series Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts the
Series Bonds are credited, which may or may not be the Beneficial Owners. The Direct and Indirect Participants will
remain responsible for keeping account of their holdings on behalf of their customers. For every transfer and
exchange of beneficial ownership in the Series Bonds, the Beneficial Owner may be charged a sum sufficient to
cover any tax, fee or other governmental charge that may be imposed in relation thereto.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to

Indirect Participants and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.
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Redemption notices will be sent to DTC. If less than all of the Series Bonds are being redeemed, DTC’s
practice is to determine by lot the amount of the interest of each Direct Participant in the Series Bonds to be
redeemed.

Neither DTC nor Cede & Co. (hor other DTC nominee) will consent or vote with respect to any Series
Bonds unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the bond issuer as soon as possible after the record date. The Omnibus
Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the Series
Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Payment of the principal, redemption price, and interest on the Series Bonds will be made to Cede & Co.,
or another nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information from the bond issuer or
trustee on the payable date in accordance with their respective holdings shown on DTC’s records. Payments by
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case
with securities held for the accounts of customers in bearer form or registered in “street name,” and will be the
responsibility of the Participant and not of DTC, the Trustee or the Agency, subject to any statutory and regulatory
requirements as may be in effect from time to time. Payment of principal, redemption price, and interest to Cede &
Co. (or other nominee as may be requested by an authorized representative of DTC), is the responsibility of the
Trustee, disbursement of payments to Direct Participants will be the responsibility of DTC, and disbursement of
payments to the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

Under the Resolutions, payments made by or on behalf of the Agency to DTC or its nominee satisfy the
Agency’s obligations to the extent of the payments so made.

The above information contained in this section “Book-Entry-Only System” is based solely on information
provided by DTC. No representation is made by the Agency or the Underwriter as to the completeness or the
accuracy of that information or as to the absence of material adverse changes in that information subsequent to the
date hereof.

The Agency, the Underwriter and the Trustee cannot and do not give any assurances that DTC, the Direct
Participants or the Indirect Participants will distribute to the Beneficial Owners of the Series Bonds (i) payments of
principal of or interest and premium, if any, on the Series Bonds, (ii) certificates representing an ownership interest
or other confirmation of beneficial ownership interest in Series Bonds, or (iii) redemption or other notices sent to
DTC or Cede & Co., its nominee, as the registered owner of the Series Bonds, or that they will do so on a timely
basis, or that DTC, Direct Participants or Indirect Participants will serve and act in the manner described in this
Official Statement. The current “Rules” applicable to DTC are on file with the Securities Exchange Commission,
and the current “Procedures” of DTC to be followed in dealing with Direct Participants are on file with DTC.

Neither the Agency, the Underwriter nor the Trustee will have any responsibility or obligation to any
Direct Participant, Indirect Participant or any Beneficial Owner or any other person with respect to: (1) the Series
Bonds; (2) the accuracy of any records maintained by DTC or any Direct Participant or Indirect Participant; (3)
the payment by DTC or any Direct Participant or Indirect Participant of any amount due to any Beneficial Owner in
respect of the principal or redemption price of or interest on the Series Bonds; (4) the delivery by DTC or any
Direct Participant or Indirect Participant of any notice to any Beneficial Owner that is required or permitted under
the terms of the Resolutions to be given to Holders of Series Bonds; (5) the selection of the Beneficial Owners to
receive payment in the event of any partial redemption of Series Bonds; or (6) any consent given or other action
taken by DTC as a Bondholder.
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Discontinuation of Book-Entry System

DTC may discontinue its book-entry services with respect to the Series Bonds at any time by giving notice
to the Agency and discharging its responsibilities with respect thereto under applicable law. Under those
circumstances, the Series Bonds are required to be delivered as described in the Resolutions. The Beneficial Owner,
upon registration of Series Bonds held in the Beneficial Owner’s name, will become the Bondholder.

The Agency may determine to discontinue the system of book entry transfers through DTC (or a successor

securities depository) for the Series Bonds. In that event, the Series Bonds are to be delivered as described in the
Resolutions.
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, 2018

Minnesota Housing Finance Agency
St. Paul, Minnesota 55102

Minnesota Housing Finance Agency
Rental Housing Bonds
2018 Series C

Ladies and Gentlemen:

We have acted as bond counsel to the Minnesota Housing Finance Agency (the “Agency”) in connection
with the authorization, issuance and delivery by the Agency of its Rental Housing Bonds, 2018 Series C, in the
aggregate principal amount of $ (the “2018 Series C Bonds”), which are issuable only as fully registered
bonds of single maturities in denominations of $5,000 or any integral multiple thereof.

The 2018 Series C Bonds are dated, mature on the date, bear interest at the rate and are payable as provided
in the Series Resolution referenced below. The 2018 Series C Bonds are subject to optional and special redemption
prior to maturity, including special redemption at par, as provided in the Series Resolution referenced below.

As bond counsel, we have examined certified copies of resolutions and proceedings of the Agency and
other documents we considered necessary as the basis for this opinion, including the Agency’s Bond Resolution
adopted February 25, 1988, as amended and supplemented (the “Bond Resolution”), and the Series Resolution
relating to the 2018 Series C Bonds adopted , 2018 (the “Series Resolution”). As to questions of fact material
to our opinion, we have relied upon the certified proceedings and other certifications of public officials furnished to
us without undertaking to verify the same by independent investigation.

From such examination, and assuming continuing compliance by the Agency and the owner of the
Development financed by the 2018 Series C Bonds with the covenants contained in the Bond Resolution, the Series
Resolution and the loan documentation relating to the Development, it is our opinion that, under existing law as of
the date hereof: (1) the Agency is a public body corporate and politic, having no taxing power, duly organized and
existing under Minnesota Statutes, Chapter 462A, as amended; (2) the Bond Resolution and Series Resolution have
been duly and validly adopted by the Agency and are valid and binding upon it in accordance with their terms, and
create the valid pledge and security interest they purport to create with respect to the Mortgage Loans, Revenues,
moneys, securities and other Funds held and to be set aside under the Bond Resolution and Series Resolution; (3) the
2018 Series C Bonds are duly and lawfully authorized to be issued and are valid and binding general obligations of
the Agency in accordance with their terms, entitled to the benefits granted by and secured by the covenants
contained in the Bond Resolution and Series Resolution, and are payable out of any of its moneys, assets or
revenues, subject to the provisions of other resolutions or indentures now or hereafter pledging and appropriating
particular moneys, assets, or revenues to other bonds or notes, and federal or state laws heretofore enacted
appropriating particular funds for a specified purpose, but the State of Minnesota is not liable thereon and the 2018
Series C Bonds are not a debt of the State; (4) in the Bond Resolution the Agency has created a Debt Service
Reserve Fund for the security of the 2018 Series C Bonds and other bonds issued or to be issued under the Bond
Resolution, to be maintained in an amount specified therein, and has agreed to certify annually to the Governor the
sum, if any, necessary to restore the Fund to this amount for inclusion in the next budget submitted to the
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Legislature, and the Legislature is legally authorized, but is not legally obligated, to appropriate such amount to such
Debt Service Reserve Fund; and (5) the interest payable on the 2018 Series C Bonds is not includable in gross
income of owners thereof for federal income tax purposes or in taxable net income of individuals, trusts and estates
for State of Minnesota income tax purposes, but such interest is includable in the income of corporations and
financial institutions for purposes of the Minnesota franchise tax; provided, however, that we express no opinion as
to the exclusion from federal gross income and Minnesota taxable net income of interest on any 2018 Series C Bond
for any period during which such 2018 Series C Bond is held by a person who is a “substantial user” of the
Development financed by the 2018 Series C Bonds or a “related person” thereto, as such terms are defined in
Section 147(a) of the Internal Revenue Code of 1986, as amended (the “Code”).

Interest on the 2018 Series C Bonds will not be treated as an item of tax preference in calculating the
alternative minimum tax imposed under the Code with respect to individuals and corporations, and will not be
included in the calculation of adjusted current earnings for purposes of calculating the federal minimum alternative
tax imposed on corporations. Interest on the 2018 Series C Bonds will not be treated as an item of tax preference for
purposes of calculating the Minnesota alternative minimum tax imposed on individuals, trusts and estates. We
express no opinion regarding other federal, state or local tax consequences arising from the ownership or disposition
of the 2018 Series C Bonds. All owners of 2018 Series C Bonds (including, but not limited to, insurance companies,
financial institutions, Subchapter S corporations, United States branches of foreign corporations and recipients of
social security and railroad retirement benefits) should consult their tax advisors concerning other possible indirect
tax consequences of owning and disposing of the 2018 Series C Bonds.

Noncompliance by the Agency or the owner of the Development financed by the 2018 Series C Bonds with
their covenants in the Bond Resolution, Series Resolution or applicable loan documentation relating to the
Development may result in inclusion of interest in federal gross income and Minnesota taxable net income
retroactive to the date of issuance of the 2018 Series C Bonds.

The opinions expressed above are qualified only to the extent that the enforceability of the 2018 Series C
Bonds, the Bond Resolution and the Series Resolution may be subject to bankruptcy, insolvency, reorganization,
moratorium or other similar laws affecting creditors’ rights heretofore or hereafter enacted to the extent
constitutionally applicable and that their enforcement may also be subject to the exercise of judicial discretion in
appropriate cases.

Respectfully yours,
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RESOLUTION NO. MHFA 18-067

RESOLUTION RELATING TO RENTAL HOUSING BONDS; AUTHORIZING THE
ISSUANCE AND SALE THEREOF FOR A MULTIFAMILY HOUSING DEVELOPMENT IN
MOUNDS VIEW, MINNESOTA

BE IT RESOLVED BY THE MINNESOTA HOUSING FINANCE AGENCY:

Section 1. Background and Recitals. By Resolution No. MHFA 88-12, adopted
February 25, 1988, as heretofore amended and supplemented (as so amended and supplemented
and as from time to time hereafter amended or supplemented in accordance with its terms, the
“Bond Resolution”), the Agency has provided the terms and conditions for the issuance and the
covenants and agreements for the security of its Rental Housing Bonds to be issued for the
purposes of its Program of making or purchasing Mortgage Loans to finance the acquisition,
construction, rehabilitation and betterment of rental housing intended for occupancy primarily by
persons of low and moderate income. It is now determined to be necessary and desirable to
provide for the issuance of a series of Bonds pursuant to the Bond Resolution and Minnesota
Statutes, Chapter 462A, as amended, to be used to finance one Mortgage Loan (the “Mortgage
Loan”) to a Mortgagor (the “Mortgagor”) for the purposes of financing the acquisition and
construction of the multifamily housing development (the “Development™) described in Exhibit
A hereto (which is hereby incorporated herein and made a part hereof). All terms defined in the
Bond Resolution are used with like meaning in this resolution. This resolution is referred to
herein as the “Series Resolution.” The Mortgage Loan to the Mortgagor shall be evidenced by a
Mortgage Note to be executed by the Mortgagor to the Agency and a Mortgage to be entered into
between the Mortgagor and the Agency and certain other documents referred to in the Mortgage
(collectively, the “Loan Documents”™).

Section 2. Authorization of Series Bonds.

@ Purpose. To provide sufficient funds to be used and expended for the
purposes set forth in Section 1, it is now determined to be necessary to issue one series of
Bonds pursuant to the Bond Resolution, which is designated as “Rental Housing Bonds,
2018 Series,” in the principal amount to be determined pursuant to Section 2(E) (the
“Series Bonds™). The “2018” in the designation of the Bonds may be changed to “2019”
and “Series” followed by an uppercase letter, each as an Authorized Officer of the
Agency (as hereinafter defined) shall so designate. Proceeds of the Series Bonds are to
be used:

Q) For the financing of the Mortgage Loan to the Mortgagor; and

(i) Incident to this purpose, for the funding of the deposit of amounts
determined by and pursuant to Section 303 of the Bond Resolution to be paid into
the Funds and Accounts referred to in Sections 302 and 402 thereof.
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(b) Single Issue. Pursuant to the provisions of Section 1.150-1(c)(1) of the
Income Tax Regulations (the “Regulations”), the Agency may treat the Series Bonds,
together with any other Bonds issued or to be issued pursuant to the Bond Resolution
which may be sold by the Agency less than fifteen days apart from the date of sale of the
Series Bonds, as a single issue of bonds. The Series Bonds and such other Bonds are
herein collectively referred to as the “Issue.”

(c) Pledge. The pledge made and security interests granted in the Bond
Resolution and all covenants and agreements made by the Agency therein, are made and
granted for the equal benefit, protection and security of the Holders of all of the Series
Bonds and other OQutstanding Bonds issued and to be issued thereunder, without
preference, priority or distinction of one Bond over any other of any Series, except as
otherwise expressly provided for therein.

(d) Debt Service Reserve Requirements. Upon issuance of the Series Bonds,
the Debt Service Reserve Requirement for the Series Bonds shall be as established in the
Officer’s Certificate delivered by an Authorized Officer to the Trustee pursuant to
Sections 5 and 6 of this Series Resolution.

(e) Sale and Offering Documents. The Agency hereby authorizes the issuance
and sale of the Series Bonds for the purposes described in Section 2(a). It is
acknowledged that the final terms of the Series Bonds have not been determined as of
this date.

The Series Bonds may be offered for sale by negotiating for the sale of the Series
Bonds to RBC Capital Markets, LLC, as underwriter (the “Underwriter”) pursuant to a
preliminary official statement and a bond purchase agreement.

The Agency has received and examined a draft of the form of a Preliminary
Official Statement (the “Preliminary Official Statement”), containing information relating
to the Agency, the Bond Resolution, the Series Resolution, the Development and the
Series Bonds. Any of the Chair, the Commissioner, the Chief Financial Officer or the
Finance Director (each an “Authorized Officer”) is hereby authorized to finalize the
Preliminary Official Statement and establish the date of sale of the Series Bonds.

Any Authorized Officer is hereby authorized to approve the final terms of the
Series Bonds as follows, subject to the following parameters:

Q) the principal amount of the Series Bonds; provided that the
principal amount of the Series Bonds is not in excess of $6,980,000;

(i) the maturity date of the Series Bonds; provided that the Series
Bonds mature at any time in such amount not later than 3 years from the Issue
Date thereof;

(iii)  the interest rate borne by the Series Bonds; provided that the
interest rate on the Series Bonds shall not exceed 3.25%; and
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(iv)  the commission payable to the Underwriter of the Series Bonds;
provided that the commission shall not exceed three percent of the principal
amount of the Series Bonds.

Such approval shall be conclusively evidenced by the execution of a bond
purchase agreement with the Underwriter (the “Purchaser”) by such Authorized Officer.
The terms of the Series Bonds, including the purchase price, shall be set forth in the
Officer’s Certificate delivered by an Authorized Officer pursuant to Section 5(c) hereof.

Following a negotiated sale of the Series Bonds to the Underwriter, preparation
and distribution of an Official Statement, substantially in the form of the Preliminary
Official Statement, except for revisions required or approved by counsel for the Agency,
and insertion of the final terms of such Series Bonds, is approved and the final Official
Statement is authorized to be signed by the Chair or the Commissioner, and furnished to
the Underwriter in a reasonable quantity for distribution to investors.

The Agency has received and examined a draft of the form of the bond purchase
agreement (the “Bond Purchase Agreement”). An Authorized Officer is authorized to
execute and deliver in the name and on behalf of the Agency the Bond Purchase
Agreement with the Purchaser reflecting the terms of sale authorized pursuant to this
Section 2(e).

U] Approval of Continuing Disclosure Undertaking. The Agency has also
examined the form of a Continuing Disclosure Undertaking relating to the Series Bonds,
wherein the Agency will covenant for the benefit of the beneficial owners of the Series
Bonds to provide annually certain financial information and operating data relating to the
Agency and to provide notices of the occurrence of certain enumerated events. The
Continuing Disclosure Undertaking is approved substantially in the form submitted and is
authorized to be signed on behalf of the Agency by an Authorized Officer.

Section 3. Forms.

@ Generally. The Series Bonds shall be issuable only in the form of fully
registered Bonds, subject to transfer, re-registration and exchange as provided in
Article VI of the Bond Resolution. The Series Bonds shall be numbered serially and no
Series Bonds, whether issued initially or upon re-registration, transfer or exchange, shall
bear the same number as any other Series Bond of the same series which is
contemporaneously outstanding.

(b) Form of Series Bonds. The Series Bonds shall be in substantially the form
of Exhibit B hereto (which is hereby incorporated herein and made a part hereof), with
such additions, deletions or modifications as are permitted or required by the Bond
Resolution or this Series Resolution, including but not limited to changes required as a
result of the sale of the Series Bonds in accordance with Section 2(e) and the spacing and
rearrangement of the text to facilitate machine entry of data upon registration, transfer
and exchange.
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Section 4. Terms of Series Bonds.

@ Issue Date, Denominations and Interest Payment Dates. The Issue Date
of the Series Bonds shall be the date of original delivery of the Series Bonds or such
other date as shall be approved by an Authorized Officer and as set forth in the Officer’s
Certificate delivered by an Authorized Officer pursuant to Section 5(c) hereof. The
Series Bonds shall be issued in denominations of $5,000 principal amount or any integral
multiple thereof, not exceeding the principal amount maturing on any maturity date.
Interest on the Series Bonds shall be payable each February 1 and August 1, commencing
August 1, 2019, or a subsequent August 1 or February 1 as set forth in the Official
Statement of the Agency furnished to the Underwriter pursuant to Section 2(e) of this
Series Resolution or the Officer’s Certificate delivered by an Authorized Officer pursuant
to Section 5(c) hereof, as the case may be.

(b) Maturities, Interest Rates and Redemption. The Series Bonds shall mature
on the date or dates and in the principal amounts, shall bear interest at the rate or rates per
annum, and shall be subject to redemption as set forth in the Official Statement of the
Agency furnished to the Underwriter pursuant to Section 2(e) of this Series Resolution or
in the Officer’s Certificate delivered by an Authorized Officer pursuant to Section 5(c)
hereof, as the case may be, all subject to the limitations in Section 2(e).

(© Procedure for Redemption. All actions taken by the Agency and the
Trustee in the redemption of Series Bonds shall conform to the provisions of Article VII
of the Bond Resolution, save and except as otherwise expressly provided in this
paragraph. Upon selection of a Series Bond or Bonds or portions thereof to be redeemed,
the Trustee shall give notice, in the name of the Agency, of the redemption of such
Bonds, which notice shall contain the information required by Section 702 of the Bond
Resolution. The Trustee shall mail such notice, postage prepaid, not less than thirty (30)
days before the redemption date, to the registered Holder of any Series Bond all or a
portion of which is to be redeemed, at the Holder’s last address appearing on the registry
books as of the Record Date. Notice having been so mailed, the Series Bond or Bonds or
portion thereof therein specified shall be due and payable at the specified redemption date
and price, with accrued interest, and funds for such payment being held by or on behalf of
the Trustee so as to be available therefor, interest thereon shall cease to accrue, and such
Series Bonds or portions thereof shall no longer be considered Outstanding under the
Bond Resolution.

(d) Trustee. The principal amount of and interest and any redemption
premium on the Series Bonds shall be payable in lawful money of the United States by
check drawn to the order of the registered owner, or other agreed means of payment, by
Wells Fargo Bank, National Association, in Minneapolis, Minnesota, the Trustee and
Paying Agent under the Bond Resolution, or its successor, and shall be payable to the
registered owner as shown on the registry books as of the Record Date. The principal
amount of and any redemption premium on a Series Bond shall be payable only upon
surrender of the Series Bond at the Principal Office of the Trustee (subject to the
provisions of Section 607 of the Bond Resolution in the case of Bonds which are
mutilated, destroyed, stolen or lost), except as otherwise provided in Section 5(b) herein.
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(e) Record Date. For purposes of this Series Resolution, where the Trustee is
required to establish a Record Date hereunder, said Record Date for (i) payment of
principal of and interest on the Series Bonds shall be the fifteenth (15th) day (whether or
not a business day) of the month immediately preceding the payment date and (ii) for
purposes of giving notice of redemption or other notice pursuant to the provisions of the
Bond Resolution or Series Resolution, the last business day of the month preceding the
month in which such notice is mailed.

Section 5. Issuance and Delivery.

(@) Preparation and Execution. The Series Bonds shall be prepared in
substantially the form incorporated herein, in denominations requested by the Purchaser,
and shall be executed in the manner provided in Article VI of the Bond Resolution, by
the facsimile signatures of the Chairman and Commissioner of the Agency and shall be
authenticated by the Trustee by manual signature of an authorized representative and
shall be delivered to the Purchaser after compliance with the conditions set forth in this
Section and upon deposit of the proceeds with the Trustee.

(b) Securities Depository.

Q) For purposes of this section the following terms shall have the
following meanings:

“Beneficial Owner” shall mean, whenever used with respect to a Series Bond, the
person in whose name such Series Bond is recorded as the beneficial owner of
such Series Bond by a Participant on the records of such Participant, or such
person’s subrogee.

“Cede & Co.” shall mean Cede & Co., the nominee of DTC, and any successor
nominee of DTC with respect to the Series Bonds.

“Participant” shall mean any broker-dealer, bank or other financial institution for
which DTC holds Series Bonds as securities depository.

(i)  The Series Bonds shall be initially issued as separately
authenticated fully registered bonds, and one Series Bond shall be issued in the
principal amount of each stated maturity of the Series Bonds. Upon initial
issuance, the ownership of the Series Bonds shall be registered in the bond
register in the name of Cede & Co., as nominee of DTC. The Trustee and the
Agency may treat DTC (or its nominee) as the sole and exclusive owner of the
Series Bonds registered in its name for the purposes of payment of the principal
of, premium, if any, and interest on the Series Bonds, selecting the Series Bonds
or portions thereof to be redeemed, if any, giving any notice permitted or required
to be given to registered owners of Series Bonds under the Bond Resolution or
this Series Resolution, registering the transfer of Series Bonds, and for all other
purposes whatsoever, and neither the Trustee nor the Agency shall be affected by
any notice to the contrary. Neither the Trustee nor the Agency shall have any
responsibility or obligation to any Participant, any person or entity claiming a

5
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beneficial ownership interest in the Series Bonds under or through DTC or any
Participant, or any other person or entity which is not shown on the bond register
as being a registered owner of any Series Bonds, with respect to the accuracy of
any records maintained by DTC or any Participant, with respect to the payment by
DTC or any Participant of any amount with respect to the principal of, premium,
if any, and interest on the Series Bonds, with respect to any notice which is
permitted or required to be given to owners of Series Bonds under the Bond
Resolution or this Series Resolution, with respect to the selection by DTC or any
Participant of any person or entity to receive payment in the event of a partial
redemption of the Series Bonds, or with respect to any consent given or other
action taken by DTC as registered owner of the Series Bonds. So long as any
Series Bond is registered in the name of Cede & Co., as nominee of DTC, the
Trustee shall pay all principal of, premium, if any, and interest on such Series
Bond, and shall give all notices with respect to such Series Bond, only to Cede &
Co. in accordance with DTC’s Operational Arrangements, and all such payments
shall be valid and effective to fully satisfy and discharge the Agency’s obligations
with respect to the principal of, premium, if any, and interest on the Series Bonds
to the extent of the sum or sums so paid. Upon delivery by DTC to the Trustee of
written notice to the effect that DTC has determined to substitute a new nominee
in place of Cede & Co., the Series Bonds will be transferable to such new
nominee in accordance with subsection (4) hereof.

(iii)  In the event the Agency determines to discontinue the book-entry-
only system through DTC with respect to the Series Bonds, the Agency may
notify DTC and the Trustee, whereupon DTC shall notify the Participants of the
availability through DTC of Series Bonds in the form of certificates. In such
event, the Series Bonds will be transferable in accordance with subsection (iv)
hereof. DTC may determine to discontinue providing its services with respect to
the Series Bonds at any time by giving notice to the Agency and the Trustee and
discharging its responsibilities with respect thereto under applicable law. In such
event, the Series Bonds will be transferable in accordance with subsection (iv)
hereof.

(iv)  In the event that any transfer or exchange of Series Bonds is
permitted under subsection (ii) or (iii) hereof, such transfer or exchange shall be
accomplished upon receipt by the Trustee of the Series Bonds to be transferred or
exchanged and appropriate instruments of transfer to the permitted transferee in
accordance with the provisions of the Bond Resolution and this Series Resolution.
In the event Series Bonds in the form of certificates are issued to registered
owners other than Cede & Co., its successor as nominee for DTC as registered
owner of all the Series Bonds, or another securities depository as registered owner
of all the Series Bonds, the provisions of the Bond Resolution and this Series
Resolution shall also apply to all matters relating thereto, including, without
limitation, the printing of such Series Bonds in the form of bond certificates and
the method of payment of principal of, redemption premium, if any, and interest
on such Series Bonds.
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(o) Opinion and Officer’s Certification. The Trustee has been furnished a
copy of the Bond Resolution. Before delivery of the Series Bonds, the Agency shall
furnish to the Trustee a certified copy of this Series Resolution, together with an Opinion
of Counsel to the Agency and an Officer’s Certificate executed by an Authorized Officer,
in form and substance as required in Section 203 of the Bond Resolution and Sections
2(e), 4(a), 4(b) and 6 of this Series Resolution, and shall obtain from the Trustee the
certification required in Section 203(C) of the Bond Resolution.

Section 6. Application of Proceeds; Funds and Accounts. Proceeds of the Series
Bonds, and funds of the Agency, if required, shall be deposited to accounts in the Bond Fund
relating to such Series Bonds, and to the Cost of Issuance Account and Project Account relating
to such Series Bonds, or used to reimburse the Agency for funds it advances pursuant to
Section 11, all as set forth in the Officer’s Certificate delivered by an Authorized Officer
pursuant to Section 5(c) of this Series Resolution.

Section 7. General Tax Covenant. The Agency will not take, or permit or cause to
be taken, any action that would adversely affect the exclusion from federal gross income of the
interest on any Series Bonds, nor otherwise omit to take or cause to be taken any action
necessary to maintain such exclusion from gross income and, if it should take or permit, or omit
to take or cause to be taken, as appropriate, any such action, the Agency shall take all lawful
actions necessary to rescind or correct such actions or omissions promptly upon having
knowledge thereof.

Section 8. Specific Tax Covenants relating to the Development. In fulfillment of
the general covenant set forth in Section 7, the Agency represents as follows:

@ The Development financed will be acquired and constructed for the
purpose of providing multifamily residential rental property and will constitute a
“qualified residential rental project,” as such phrase is used in Sections 142(a)(7) and
142(d) of the Code.

(b) At least forty percent (40%) of the completed units in the Development
shall be occupied (or treated as occupied) by Qualifying Tenants. “Qualifying Tenants”
shall mean those persons and families (treating all occupants of a unit as a single family)
who shall be determined from time to time by the Mortgagor to be eligible as
“individuals whose income is sixty percent (60%) or less of area median gross income”
within the meaning of Section 142(d)(2)(B) of the Code. The term of the foregoing
restrictions shall commence on the date of issuance of the Series Bonds and shall end on
the latest of the following: (i) the date which is 15 years after the date on which at least
50% of the units in the Development were first occupied; or (ii) the first day on which
none of the Series Bonds are Outstanding; or (iii) the termination date of any Housing
Assistance Payments Contract relating to the Development under Section 8 of the United
States Housing Act of 1937, including the initial term and any renewal thereof.

(© Each unit in the Development will be rented or available for rental to
members of the general public on a continuous basis for the longer of (i) the period
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during which any of the Series Bonds remain QOutstanding or (ii) the term of the
restrictions set forth in subsection (a) of this Section 8.

(d) At no time will either the Mortgagor or any related party be permitted to
occupy a unit in the Development other than units occupied or to be occupied by agents,
employees or representatives of the Mortgagor and reasonably required for the proper
maintenance or management of the Development. In the event a unit within the
Development is occupied by the Mortgagor, the Development will include no fewer than
four units not occupied by the Mortgagor.

(e) The Development consists of a single “development” and, for this
purpose, proximate buildings or structures are part of the same development only if
owned for federal income tax purposes by the same person or entity and if the buildings
are financed pursuant to a common plan; buildings or structures are proximate if they are
all located on a single parcel of land or several parcels of land which are contiguous
except for the interposition of a road, street, stream or similar property.

U] None of the units in the Development will at any time be utilized on a
transient basis, or used as a hotel, motel, dormitory, fraternity house, sorority house,
rooming house, hospital, sanitarium or rest home.

(9) The Mortgagor shall not restrict Qualifying Tenants (as defined in the
Loan Documents) from the enjoyment of unrestricted access to all common facilities and
common areas of the Development.

(h)  The Mortgagor shall not discriminate on the basis of race, creed, color,
sex, or national origin in the lease, use or occupancy of the Development or in connection
with the employment or application for employment of persons for the operation and
management of the Development.

Q) No portion of the Development is presently used for purposes other than
residential rental purposes and the Agency will not permit any other use unless it first
obtains an opinion of bond counsel that such use will not impair the exclusion from
federal gross income for interest payable on the Series Bonds.

Section 9. Additional Federal Tax Covenants Relating to the Development
Financed and the Series Bonds. In furtherance of the general tax covenant made in Section 7
above, the Agency further represents as follows:

@) All proceeds of the Series Bonds lent to the Mortgagor will be used to
finance costs properly chargeable to the capital account of the Development within the
meaning of Section 142(d) and functionally related and subordinate property thereto.

(b) No portion of the proceeds of the Series Bonds lent to the Mortgagor will
be used to provide any airplane, skybox, or other private luxury box, health club facility,
facility primarily used for gambling or liquor store.
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(o) No portion of the proceeds of the Series Bonds lent to the Mortgagor will
be used to acquire (i) property to be leased to the government of the United States of
America or to any department, agency or instrumentality of the government of the United
States of America, (ii) any property not part of the Development, or (iii) any private or
commercial golf course, country club, massage parlor, tennis club, skating facility
(including roller skating, skateboard and ice-skating), racquet sports facility (including
any handball or racquetball court), hot tub facility, suntan facility or racetrack.

(d) No portion of the proceeds of the Series Bonds lent to the Mortgagor shall
be used for the acquisition of land (or an interest therein) to be used for farming purposes,
and less than twenty-five percent (25%) of the proceeds of the Series Bonds lent to the
Mortgagor shall be used for the acquisition of land to be used for purposes other than
farming purposes.

(e) [Reserved]

()] The average reasonably expected economic life of the Development
within the meaning of Section 147(b) of the Code is not less than 25 years.

(9) In order to qualify the Mortgage Note and Mortgage received from the
Mortgagor as “program investments” within the meaning of Section 1.148-1(b) of the
Treasury Regulations, the Agency will not permit the Mortgagor (or any “related person”
thereto within the meaning of Section 147(a) of the Code) to take any action the effect of
which would be to disqualify the Mortgage Note and Mortgage as part of a “program”
under said Section 1.148-1(b), including, but not limited to, entering into any
arrangement, formal or informal, with the Mortgagor or any related party to purchase
bonds or notes of the Agency in an amount related to the amount of the Mortgage Note
and Mortgage.

(h) In accordance with the requirements of Section 147(f) of the Code, the
Agency has held a public hearing on the issuance of the Series Bonds after published
notice as required by the Regulations and will obtain the approval of the Governor of the
State for the issuance of the Series Bonds.

Q) Not more than 2% of the proceeds of the Series Bonds will be applied to
the payment of Costs of Issuance, and all Costs of Issuance in excess of that amount, if
any, will be paid by the Agency from funds other than proceeds of the Series Bonds.

() No obligations the interest on which is excludable from gross income for
federal income tax purposes have been or will be issued which were sold at substantially
the same time as the Issue, sold pursuant to the same plan of financing as the Issue and
which are reasonably expected to be paid from substantially the same source of funds as
the Issue.

(K) The Series Bonds will not be hedge bonds since the Agency reasonably
expects to use at least 85% of the spendable proceeds of the Issue to make or purchase
Mortgage Loan within three years after the date of issue of the Issue and not more than
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50% of the proceeds of the Issue will be invested in nonpurpose investments having a
substantially guaranteed yield for four years or more.

Q) The Series Bonds shall be counted against the unused volume cap of the
Agency under the provisions of Section 146 of the Code and applicable state law
(i) carried forward from calendar year 2017, (ii) for calendar year 2018 or (iii)a
combination of (i) and (ii). The Agency has unused volume cap in excess of the amount
of the Series Bonds and shall take all necessary action to allocate the required portion of
its unused volume cap to the Series Bonds.

(m)  None of the proceeds of the Series Bonds will be used by the Agency to
reimburse itself or a Mortgagor for any expenditure with respect to the Development
which the Agency or the Mortgagor paid or will have paid more than 60 days prior to the
issuance of the Series Bonds unless, with respect to such prior expenditures, the Agency
shall have made a declaration of official intent which complies with the provisions of
Section 1.150-2 of the Regulations; provided that this certification shall not apply (i) with
respect to certain de minimis expenditures, if any, with respect to the Development
meeting the requirements of Section 1.150-2(f)(1) of the Regulations, or (ii) with respect
to “preliminary expenditures” for the Development as defined in Section 1.150-2(f)(2) of
the Regulations, including engineering or architectural expenses and similar preparatory
expenses, which in the aggregate do not exceed 20% of the “issue price” of the Series
Bonds.

Section 10.  Arbitrage. The Agency covenants that it will not use the proceeds of the
Series Bonds in such a manner as to cause the Series Bonds to be “arbitrage bonds” within the
meaning of Section 148 of the Code and applicable Treasury Regulations. The Agency will take
all actions as may be prescribed in the future by regulations or rulings of the Internal Revenue
Service to assure that the Series Bonds will meet the requirements of Section 148 of the Code
relating to arbitrage, to-wit:

@ The effective rate of interest on the Mortgage Loan purchased in whole or
in part from the proceeds of the Series Bonds may not exceed the yield on the Issue,
computed in accordance with Section 148 of the Code, by more than one and one-half
percentage points.

(b) The Agency acknowledges that the Series Bonds are subject to the rebate
requirements of Section 148(f) of the Code and applicable Regulations. The Agency
agrees that it will retain such records, make such determinations, file such reports and
documents and pay such amounts at such times as required under Section 148(f) of the
Code and applicable Regulations to preserve the exclusion of interest on the Series Bonds
from gross income for federal income tax purposes.

Section 11.  Advance of Agency Funds. If the Mortgage Loan must be made before
proceeds of the Series Bonds are available therefor, Agency funds legally available therefor shall
be advanced by the Agency to fund the Mortgage Loan in anticipation of the issuance of the
Series Bonds, and proceeds of the Series Bonds shall be used, to the extent required, to
reimburse the Agency funds or accounts from which such advance was made.

10
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Section 12.  Discretion of Authorized Officer. Notwithstanding anything contained
in the foregoing sections of this Series Resolution, if an Authorized Officer, upon consultation
with the Chair and upon the advice of bond counsel or counsel to the Agency, determines that it
is not in the best interests of the Agency to issue and sell the Series Bonds or any portion thereof
(subject to any applicable provisions of any bond purchase agreement theretofore executed or the
terms and conditions of the public sale of the Series Bonds following the award thereof), then
such Series Bonds shall not be issued or sold in accordance with this Series Resolution.

[Remainder of page intentionally left blank]

11
4847-8498-5204.4



Page 97 of 134

Adopted by the Minnesota Housing Finance
Agency this 15th day of November, 2018.

By:

Chairman

Attest:
Commissioner

[Signature page to Resolution No. MHFA 18-067]
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EXHIBIT A

DESCRIPTION OF MORTGAGOR AND DEVELOPMENT

Mortgagor Name Location Number of Units
Boulevard Apartments, Boulevard Mounds View, MN 60

Limited Partnership
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EXHIBIT B

FORM OF SERIES BONDS

No. $
UNITED STATES OF AMERICA - STATE OF MINNESOTA

MINNESOTA HOUSING FINANCE AGENCY

RENTAL HOUSING BOND
[2018] SERIES __

Interest Rate Maturity Date of Original Issue CUSIP

The Minnesota Housing Finance Agency, a public body corporate and politic organized
and existing under the provisions of Minnesota Statutes, Chapter 462A, as amended, for value
received promises to pay to

CEDE & CO.

or registered assigns, the principal sum of DOLLARS

on the maturity date specified above, with interest thereon from the date hereof at the annual rate
specified above (computed on the basis of a 360-day year composed of twelve 30-day months),
payable on February 1 and Augustl in each year, commencing , until said
principal amount is paid, subject to the provisions referred to herein with respect to the
redemption of principal before maturity. The interest hereon and, upon presentation and
surrender hereof, the principal and any redemption premium with respect to this Series Bond are
payable in lawful money of the United States of America by check or draft, or other agreed
means of payment, to the order of the registered owner hereof as shown on the registry books of
the Trustee as of the Record Date by Wells Fargo Bank, National Association, in Minneapolis,
Minnesota, Trustee under the Bond Resolution referred to below, or its successor. For the prompt
and full payment thereof when due the full faith and credit of the Agency are irrevocably
pledged. This Series Bond is a general obligation of the Agency, payable out of any of its
moneys, assets or revenues, subject to the provisions of resolutions or indentures now or
hereafter pledging particular moneys, assets or revenues to particular notes or bonds, and state
laws heretofore or hereafter enacted appropriating particular funds for a specified purpose. The
Agency has no taxing power. The State of Minnesota is not liable hereon, and this Series Bond
is not a debt of the State.

This Series Bond is one of a duly authorized series of Rental Housing Bonds, [2018]

Series __, issued in the original aggregate principal amount of $ (the “Series
Bonds™), to provide funds needed to finance the acquisition and construction of a multifamily
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housing development in Mounds View, Minnesota (the “Development). The Series Bonds are
issued under and pursuant to the Agency’s Bond Resolution, No. MHFA 88-12, dated
February 25, 1988, as amended and supplemented, and its Series Resolution, No. MHFA 18-067,
adopted November 15, 2018, to which resolutions, including all supplemental resolutions
adopted pursuant to the provisions thereof, reference is made for a description of the revenues,
money, securities, funds and accounts pledged to the Trustee for the security of the Holders of
the Bonds, including the Series Bonds, the respective rights thereunder of the Agency, the
Trustee and other fiduciaries and the Holders of the Bonds, including the Series Bonds, and the
terms upon which the Bonds, including the Series Bonds, are issued, delivered and secured.

The Series Bonds are issuable only in fully registered form and comprise current interest
bonds of a single stated maturity. The Series Bonds are issued in denominations of $5,000
principal amount or integral multiples thereof not exceeding the principal amount maturing in
any year.

The Series Bonds are subject to special redemption at the option of the Agency, in whole
or in part, on any date, at a price equal to the principal amount thereof, plus accrued interest to
the date of redemption, without premium, (i) from unexpended proceeds of the Series Bonds not
used to finance the Development, together with allocable amounts on deposit in the Debt Service
Reserve Fund, if any; or (ii) from Recovery Payments (as defined in Section 103 of the Bond
Resolution) relating to the Development allocable to the Series Bonds. If said Recovery
Payments allocable to the Series Bonds are not sufficient to redeem all Outstanding Series
Bonds, the Agency may apply other funds to the special redemption of the Series Bonds in
addition to the allocable amount of Recovery Payments.

The Series Bonds are subject to redemption at the option of the Agency, in whole or in
part, on any date on or after , at a redemption price equal to the principal amount
thereof plus accrued interest to the date of redemption, without premium.

Upon any redemption of the Series Bonds or portions thereof, the Trustee will select
them in a manner specified by the Agency. Upon partial redemption of the Series Bonds, a new
Series Bond will be delivered to the Holder without charge, representing the remaining principal
amount outstanding.

Notice of any redemption of Series Bonds will be mailed to the registered Holders of the
Series Bonds (or portions thereof) to be redeemed, at their last addresses on the registry books as
of the Record Date, not less than thirty (30) days before the redemption date, stating (i) the
principal amount to be redeemed, (ii) the maturities of the Series Bonds to be redeemed, (iii) that
on the redemption date the redemption price of the Series Bonds or portions thereof to be
redeemed will be payable, with accrued interest, and (iv) that thereafter interest will cease to
accrue or be payable thereon. No failure to give such notice or defect in the notice shall affect
the validity of the proceedings for the redemption of Series Bonds not affected by such failure or
defect. Notice having been so mailed, the Series Bonds or portions of Series Bonds therein
specified shall be due and payable at the specified redemption date and price, with accrued
interest, and funds for such payment being held by or on behalf of the Trustee so as to be
available therefor, interest thereon shall cease to accrue, and such Series Bonds or portions
thereof shall no longer be considered Outstanding under the Bond Resolution.

B-2
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The Agency has issued Bonds and the Bond Resolution also authorizes additional Series
of Bonds to be issued and secured by the pledge made and security interest granted therein, all of
which, regardless of the times of issue or maturity, will be of equal rank with Outstanding Bonds
without preference, priority or distinction of any Bond of any series over any other except as
expressly provided or permitted in the Bond Resolution, subject to conditions specified in the
Bond Resolution, including conditions (a) that after each such issuance there will be scheduled
payments of principal and interest on Mortgage Loans then held by the Agency or to be made or
purchased by the Agency from the proceeds of such Series of Bonds (or from the proceeds of
notes paid or to be paid from the proceeds of the Bonds) which, with any other legally
enforceable payments with respect to such Mortgage Loans, and with interest or other income
estimated by the Agency to be derived from the investment or deposit of money available
therefor in all funds and accounts created by the Bond Resolution, will be sufficient to pay the
principal installments of and interest on the Bonds then Outstanding and the additional Series of
Bonds; and (b) that the balance in the Debt Service Reserve Fund immediately prior to the
issuance of such Bonds is not less than the Debt Service Reserve Requirement computed with
reference to the Outstanding Bonds (except Outstanding Bonds which are to be refunded by such
additional Bonds) and shall be increased, if necessary, by the deposit of Bond proceeds or other
funds to the Debt Service Reserve Requirement effective after the issuance of the Bonds, as
computed by the Trustee.

The Bond Resolution permits, with certain exceptions, the modification or amendment
thereof and of the rights and obligations of the Agency and of the Holders of the Bonds
thereunder, by a supplemental bond resolution adopted with the written consent, filed with the
Trustee, of the Holders of at least a majority in principal amount of the Bonds Outstanding at the
time the consent is given. Any such resolution shall be binding upon the Agency and all
fiduciaries and Holders of Bonds at the expiration of thirty days after filing with the Trustee of
proof of mailing of notice that the required consent has been given. Supplemental resolutions
may also be adopted, effective immediately, for the purpose of adding restrictions on or
covenants by or surrendering privileges of the Agency, authorizing additional Bonds, or making
provisions affecting only Bonds not yet issued, and may also be adopted, effective upon consent
of the Trustee, for the purpose of curing or correcting an ambiguity, omission, defect or
inconsistency, or inserting provisions not inconsistent with the Bond Resolution, clarifying
matters or questions arising under it. Every Holder hereof is deemed by purchase and retention
of this Series Bond to consent to be bound by every supplemental resolution and every
modification and amendment adopted in accordance with the provisions of the Bond Resolution,
whether or not noted or endorsed hereon or incorporated herein.

No Holder of any Bond may institute any suit, action or proceeding in equity or at law for
the enforcement of any provision of the Bond Resolution or for the execution of any trust
thereunder or for any other remedy thereunder except upon the conditions therein provided, but
nothing therein shall affect or impair the right of any Bondholder to enforce the payment of the
principal of and interest on each Bond, or the obligation of the Agency to pay the same at the
time and place expressed in the Bond.
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IT IS CERTIFIED AND RECITED that all acts, conditions and things required by the
Constitution and laws of the State of Minnesota to exist, to happen and to be performed
precedent to and in the issuance of this Series Bond in order to make it a valid and binding
general obligation of the Agency in accordance with its terms do exist, have happened and have
been performed in due form, time and manner as so required; and that the issuance of this Series
Bond does not cause the indebtedness of the Agency to exceed any constitutional or statutory
limitation.

As provided in the Bond Resolution and subject to certain limitations set forth therein,
this Series Bond is transferable upon the books of the Minnesota Housing Finance Agency at the
principal corporate trust office of Wells Fargo Bank, National Association, in Minneapolis,
Minnesota, the Trustee thereunder, by the registered owner hereof in person or by the owner’s
attorney duly authorized in writing, upon surrender hereof together with a written instrument of
transfer satisfactory to the Trustee, duly executed by the registered owner or the owner’s duly
authorized attorney. Upon such transfer the Agency will issue in the name of the transferee a
new Series Bond or Bonds of the same aggregate principal amount, Series, interest rate and
maturity as the surrendered Series Bond, subject to reimbursement for any tax, fee or
governmental charge required to be paid by the Agency or the Trustee with respect to such
transfer.

The Agency and the Trustee under the Bond Resolution may deem and treat the person in
whose name this Series Bond is registered upon the books of the Agency as the absolute owner
hereof, whether this Series Bond is overdue or not, for the purpose of receiving payment of or on
account of the principal, redemption price or interest and for all other purposes, and all such
payments so made to the registered owner or upon the owner’s order shall be valid and effectual
to satisfy and discharge the liability upon this Series Bond to the extent of the sum or sums so
paid, and neither the Agency nor the Trustee shall be affected by any notice to the contrary.

Notwithstanding any other provisions of this Series Bond, so long as this Series Bond is
registered in the name of Cede & Co., as nominee of The Depository Trust Company, or in the
name of any other nominee of The Depository Trust Company or other securities depository, the
Trustee shall pay all principal of, premium, if any, and interest on this Series Bond, and shall
give all notices with respect to this Series Bond, only to Cede & Co. or other nominee in
accordance with the operational arrangements of The Depository Trust Company or other
securities depository as agreed to by the Agency.

[Remainder of page intentionally left blank]
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Unless the Trustee’s Certificate hereon has been manually executed by or on behalf of the
Trustee, this Series Bond shall not be entitled to any benefit under the Bond and Series
Resolutions or be valid or obligatory for any purpose.

IN WITNESS WHEREOF, the Agency has caused this Series Bond to be executed by the
facsimile signatures of its Chairman and Commissioner, the Agency having no corporate seal,
and has caused this Series Bond to be dated as of the date set forth below.

Date of Authentication:

Trustee’s Certificate MINNESOTA HOUSING FINANCE
AGENCY

This is one of the Series Bonds delivered

pursuant to the Bond and Series Resolution By:
mentioned within. Chairman (Facsimile Signature)

WELLS FARGO BANK, NATIONAL
ASSOCIATION, Minneapolis, Minnesota, as
trustee

By: : : Attest:
Authorized Representative Commissioner (Facsimile Signature)

B-5
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ASSIGNMENT

For value received, the undersigned hereby sells, assigns and transfers unto

(please print or type name and address of transferee)

the within Bond and all rights thereunder and does hereby irrevocably constitute and appoint
attorney to transfer the within Bond on the books kept for
registration thereof, with full power of substitution in the premises.

Dated:

NOTICE: The assignor’s signature to this
assignment must correspond with the name as
it appears upon the face of the within Bond in
every particular, without alteration or
enlargement or any change whatsoever

Signature Guaranteed:
Signature(s) must be guaranteed by an “eligible guarantor institution”
meeting the requirements of the Trustee, which requirements include
membership or participation in STAMP or such other “signature
guaranty program” as may be determined by the Trustee in addition to
or in substitution for STAMP, all in accordance with the Securities
Exchange Act of 1934, as amended.

Please insert social security or other identifying number of assignee:

4847-8498-5204.4
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m M I N N E S O TA Board Agenda Item: 8.A
HOUSING Date: 11/15/2018

Item: Hunger and Homelessness Awareness Week Presentation

Staff Contact(s):
Ji-Young Choi, 651.296.9839, ji-young.choi@state.mn.us
Joel Salzer, 651.296.9828, joel.salzer@state.mn.us

Request Type:

] Approval No Action Needed
1 Motion [ Discussion
[] Resolution Information

Summary of Request:
The presentation focuses on the issue of unsheltered homelessness and is meant to engage, educate
and connect the board and agency staff with efforts to Prevent and End Homelessness.

Fiscal Impact:
None

Meeting Agency Priorities:

Address Specific and Critical Local Housing Needs

Finance Housing Responsive to Minnesota’s Changing Demographics
Preserve Housing with Federal Project-Based Rent Assistance
Prevent and End Homelessness

Reduce Minnesota’s Racial and Ethnicity Homeownership Disparity

OXOOO

Attachment(s):
e 2018 Hunger and Homelessness Event Background and Overview
e Presentation Agenda
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Background

National Hunger & Homelessness Awareness Week is held each year the week before Thanksgiving. This
is a time for us all to start to think about what we are thankful for, a perfect time to share our

compassion with our neighbors who are experiencing homelessness, and work toward a world where no
one has to experience Hunger and Homelessness. More than 700 community organizations, churches,
high schools, college groups, and others will participate in Hunger and Homelessness Awareness Week
this year.

Our Proposal

Each year, Minnesota Housing plans and organizes various events to connect our staff and board
members to these issues in our community. Because of the tie to the Plan to Prevent and End
Homelessness, recent housing investments, and several initiatives (Housing Trust Fund (HTF) Rental
Assistance for Highly Mobile Students Initiative and Homework Starts with Home), we are focusing on
the issue of unsheltered homelessness this year.

We propose an event for National Hunger & Homelessness Week that engages, educates, and connects
with our mission.

What: Supporting Those Who Served: Our Efforts to Prevent and End Homelessness for Unsheltered
Populations.

e Tour to SafeZone — Drop-In Center for homeless youth.
e Present to Minnesota Housing Board and Staff
- Hunger and Homelessness in the Twin Cities Metro Area - Presentation will consist of
update on Hiawatha Encampment in Minneapolis.
- Hunger and Homelessness in Greater Minnesota. Presentations by various agency and
community presenters including Park Place (Bemidji/Center City) staff and/or residents.

Who: All Minnesota Housing Staff and Board Members
When: Thursday, November 15 — Tour 10 a.m. —11 a.m. | Presentation 2 p.m.—3 p.m.

Additional Efforts
In addition to the main event, we conducted and are also pursuing additional opportunities for staff to
learn and to give back:

e Organized agency wide drive to collect cold weather wear and non-perishable food items.
Donated items will go to both the MN Indian Women’s Resource Center (winter wear) and the
Gichitwaa Kateri Catholic Church (food) to be delivered after November 15.

e Regular posts and videos on the intranet throughout the year about myths surrounding
homelessness and our efforts (project examples, success stories, stats, etc.)

e Sandwich Project will be conducted in Spring of 2019.


http://hhweek.org/

Agenda Item 7.B
Presentat8h Wl dd4

Lake Superior Room, Minnesota Housing
November 15, 2018

2:00 Welcome and Opening
Mary Tingerthal, Commissioner

2:05 Urban Unsheltered Homeless Landscape
Cathy tenBroeke, State Director to Prevent and End Homelessness

2:20 Rural Unsheltered Homeless Landscape and a Rural Response Example

Rick Klun, Executive Director of Center City Housing
Linda Adams and Jane Barrett, Red Lake Reservation Housing Authority
Tim Flathers, Headwaters Regional Development Commission

2:55 Closing
Ryan Baumtrog, Assistant Commissioner, Policy and Community Development
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M I N N E s o TA Board Agenda Item: 9.A
HOUSING Date: 11/15/2018

Item: 2018 Affordable Housing Plan and 2016-19 Strategic Plan: Fourth Quarter Progress Report

Staff Contact(s):
John Patterson, 651.296.0763, john.patterson@state.mn.us

Request Type:

] Approval No Action Needed
1 Motion [ Discussion
[] Resolution Information

Summary of Request:

Staff has attached for your review the fourth quarter progress report for the 2018 Affordable Housing
Plan and the 2016-19 Strategic Plan.

Fiscal Impact:
None

Meeting Agency Priorities:

Address Specific and Critical Local Housing Needs

Finance Housing Responsive to Minnesota’s Changing Demographics
Preserve Housing with Federal Project-Based Rent Assistance
Prevent and End Homelessness

Reduce Minnesota’s Racial and Ethnicity Homeownership Disparity

XX XK X

Attachment(s):
e 2018 Affordable Housing Plan and 2016-19 Strategic Plan: Fourth Quarter Progress Report
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Fourth Quarter Progress Report

2018 Affordable Housing Plan and 2016-19 Strategic Plan

Fourth Quarter Progress Report
(October 1, 2017 — September 30, 2018)

November 8, 2018

Overview

In 2018, program activity and production generally alighed with our original forecasts. There were a few
areas with substantial differences.

e Forthe 2018 AHP, we originally forecasted $630 million of home mortgage lending and 3,663
mortgages. We reached $829 million for the year and financed about 4,733 mortgages.

e Lending for single family home improvement was slow but should pick up in 2019 with recent
program changes.

e With the state’s low vacancy rate, we financed a lot of construction for new rental housing in
2018.

e The number of households receiving homelessness prevention assistance was lower than
expected. With program administrators working with harder-to-serve clients and focusing on
rapid-rehousing, the amount of assistance per client increased. As a result, the program served
fewer clients with the limited funds.

Tables 1 through 3 present key program activity through all four quarters of the year and are followed
by notes that provide details for each line item in the tables.

Table 4 shows changes to 2018 AHP funding levels.
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Table 1: Production (Units or Households with Funding Commitments) and

Programmatic Measures
Quarter 4 of 2018 AHP (100% through AHP)

Portion of
AHP
Original AHP Actual Forecast
Forecast Year-to-Date Completed
Single Family Production — Homes
1. Home First Mortgages 3,663 4,773 130%
2. Other Homeownership Opportunities* 277 269 90%
3. Owner-Occupied Home Improvement/Rehabilitation 1,362 1,076 80%
4. Total 5,302 6,109 115%
Homebuyer Education, Counseling and Training - Households
5. Homebuyer Education* 16,706 20,708 123%
Multifamily Production — Rental Units
6. New Rental Construction 997 1,346 135%
7. Rental Rehabilitation 3,076 3,461 113%
8. Asset Management 364 105 29%
9. Total 4,437 4,912 111%
Rental Assistance and Operating Subsidies - Households
10. State Funded Rental Assistance* 2,915 2,619 90%
11. Operating Subsidies* 1,501 1,500 100%
12. Section 8 Contracts 30,300 28,075 93%
13. Total 34,716 32,194 93%
Homeless Prevention
14. Family Homeless Prevention and Assistance Program (FHPAP)* & Housing
Opportunities for Persons with AIDS (HOPWA) 7,299 2,502 75%
Build Sustainable Housing
15. Percentage of New Construction or Rehabilitation Units that Meet
Standard of Green Communities Certification or B3:
a. Single Family 50% 48% *x
b. Multifamily 95% 77% ok
Increase Homeownership for Households of Color
16. Percentagg of Fl‘rst-Tlr’rTe. Homebuyer Mortgages Going to Households of 35.0% 34.4% -
Color or Hispanic Ethnicity

* Funds for Habitat for Humanity, homebuyer education, state funded rent assistance, operating subsidies, and FHPAP are
committed by the Board in July-September, at the end of an AHP. Thus, funds committed under the 2017 AHP (in July-
September 2017) fund program activity in 2018 (October 1, 2017 to September 30, 2018). To reflect 2018 program activity for
these programs, this table shows the households supported in 2018 with 2017 AHP funds. For all other programs, the table
shows the households and housing units supported by funds provided in the 2018 AHP.

** Not Applicable.

Table 2: Deployment of Resources
Quarter 4 of 2018 AHP (100% through AHP)

AHP Forecast Actual for Year

17. Percentage of Originally Budgeted Funds that are Committed Under the AHP >95% by end of the year 116%
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Table 3: Management of Loan Assets
Quarter 4 of 2018 AHP (100% through AHP)

AHP
Benchmark Actual
18. Share of Home Mortgages Purchased in Previous 24 Months that are 30+ Days Past Due or In
3.52%* 3.33%**
Foreclosure (9/30/18)
19. Percentage of Multifamily Developments with Amortizing Loan on Watch List Under 10% 4.5%
20. Percentage of Outstanding Multifamily Loan Balances on Watch List Under 10% 2.5%

* This is a benchmark, rather than a forecast, and it is based on the performance of other housing finance agencies from across
the country that have their mortgages serviced by US Bank.

**The information presented is based on MBS loans purchased in the previous 24 months. As such, the information is not
directly relevant to the security of any bonds of the Agency and should not be relied upon for that purpose. The Agency
publishes separate disclosure reports for each of its bond resolutions.

Discussion of Items in the Tables 1 -3

e Line 1: Home mortgage lending was very strong. We originally forecasted financing 3,663
mortgages with $630 million of funding, and we reached 4,773 mortgages and $829 million.

e Line 2: Overall, activity under other homeownership opportunities performed as expected,
achieving 90% of the production forecast. New development and acquisition/rehabilitation through
the Community Homeownership Impact Fund, the primary program under this activity, had a strong
year, achieving 120% of the production forecast. The Habitat for Humanity Initiative, the other
program in this area, had no new activity in 2018. During the year, we switched our assistance from
helping provide permanent financing for mortgages to providing Habitat for Humanity Twin Cities a
line of credit to expand their business model.

e Line 3: Overall, activity for owner-occupied home improvement and rehabilitation was slower than
expected, reaching 80% of the production forecast. Strong owner-occupied rehabilitation under the
Impact Fund partially offset slow lending under the Rehabilitation Loan and Fix-Up Fund programs,
which just reached 62% and 81% of the year-end forecast. During 2018, we refined the
Rehabilitation Loan and Fix-Up Fund programs to make them easier to administer and/or more
beneficial to the borrowers, which should help expand lending going forward.

e Line 4: Overall, home buying and improvement activities performed better than expected. With
very strong home mortgage lending, we exceeded the year-end forecast.

e Line 5: For homebuyer education, we have reached 123% of the year-end forecast.

e Line 6: Rental new construction added more units than expected, reaching 135% of the production
forecast. With low vacancy rates, development activity focused on new construction.

e Line 7: Rental rehabilitation reached 113% of the year-end forecast. Strong activity under the
Publicly Owned Housing Program (POHP) accounted for a large share of the additional units. While
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we expected to rehabilitate about 1,504 units through POHP, we ended up funding the
rehabilitation of nearly 2,162.

Line 8: While activity under the Asset Management program has picked up, we fell short of the
year-end forecast. We have reoriented this program to focus on shorter-term and immediate needs
of the properties in our portfolio, and we are directing properties to the RFP process for longer-term
and permanent needs. By targeting the program to shorter-term and immediate needs, forecasting
the amount and timing of program demand is more uncertain.

Line 9: Overall, rental production performed well.

Line 10: The number of households assisted by our rent assistance programs (Bridges and Housing
Trust Fund) reached 90% of the year-end forecast. In a very tight rental market, some voucher
holders are having a difficult time finding housing that will take vouchers, reducing their use. In
addition, we are still in the process of launching a new rent assistance pilot for students
experiencing homelessness called Homework Starts with Home. The original forecast assumed all
those vouchers would be in place by the end of the year.

Line 11: Operating subsidies are performing as expected.

Line 12: The number of rental units assisted by Minnesota Housing declined in 2018. For budget
reasons, HUD has taken over the administration of 24 Section 8 properties. These units will continue
to receive rental assistance, but not through Minnesota Housing.

Line 13: Overall, rent assistance and operating subsidy activity (federal and state) is performing
generally as expected.

Line 14: Homeless prevention activity is below the year year-end forecast. With program
administrators working with harder-to-serve clients and focusing on rapid-rehousing, the amount of
assistance per client has increased. As a result, the program serves fewer clients with the limited
funds.

Line 15: The majority of our development and rehabilitation production meets sustainable design
criteria.

On the single-family side, all of the homes receiving funds under the Community Homeownership
Impact Fund for new construction or acquisition-rehabilitation meet the standard. However, the Fix-
Up home improvement program is market driven, and borrowers are not required to follow
sustainable design criteria in their home improvement efforts. Thus, the single-family percentage is
below 100%.

Typically, the multifamily percentage is close to 100%. In a given year, a few projects may have
circumstances that make them exempt from the sustainable design criteria.
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e Line 16: We continue to effectively serve communities of color through homeownership. We
estimate that 25% to 30% of renter households that are income eligible for our first mortgages are
of color. Through the fourth quarter, we are almost meeting our goal of 35% of first-time
homebuyer mortgages going to households of color.

e Line 17: We committed 116% of the funds originally budgeted in the 2018 AHP. Higher than
expected mortgage lending accounted for the increase.

e Line 18: Our 30+ day delinquency rate for home mortgages purchased in the last 24 months
(including loans in foreclosure) was 3.33% in September 2018, which is better than our “peer”
benchmark of 3.52%. This data comes from US Bank, which services loans in mortgage backed
securities (MBS) for us and many other housing finance agencies across the country.

The information is based on MBS loans purchased in the previous 24 months. As such, the
information is not directly relevant to the security of any of our bonds and should not be relied upon
for that purpose. We publish separate disclosure reports for each of our bond resolutions.

e Lines 19-20: We are meeting our goal for minimizing the number and share of loans on the
multifamily watch list.

Changes to 2018 AHP Funding Levels

Table 4 shows changes to 2018 AHP funding levels by program. Generally, the changes are small,
reflecting revisions to our estimates of loan repayments and uncommitted funds carrying forward from
the previous year; however, there are two exceptions.

e 5180 million was added to Home Mortgage Loans (Line 1 of Table 4)
e 520 million was added to Multifamily First Mortgages (Line 10 of Table 4)

Prior to May 2018, if staff needed to increase funding for programs financed with mortgage capital or
Pool 2 by more than 10%, they had to receive an amendment to the Affordable Housing Plan (AHP) from
the Board. With the revisions to the delegated authority that the Board approved on May 24, 2018, staff
now has the authority to increase “funding levels using other mortgage capital or Pool 2 resources to
support higher than forecasted production if there are sufficient resources to do so.”

Through an amendment to the AHP that the Board adopted before May, staff increased Home Mortgage
funding by $150 million, while staff added another $60 million to the program after May, using the new
delegated authority. Staff also added $20 million to the Multifamily First Mortgage program after May.
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Homebuyer Financing and Home Refinancing \

Original 2018
Budget

Delegated
Changes

Board
Amendments

Revised 2018

Budget

Habitat for Humanity Initiative

Homebuyer/Owner Education and Counseling

$2,500,000

1 Home Mortgage Loans $630,000,000 $60,000,000 | $150,000,000 $840,000,000
2 | Mortgage Credit Certificates (MCC) $1,000,000 $1,000,000
3 | Deferred Payment Loans $18,500,000 $298,452 $5,500,000 $24,298,452
4 | Monthly Payment Loans $11,000,000 $1,000,000 $3,500,000 $15,500,000
5

$2,500,000

6 | Homebuyer Education, Counseling & Training (HECAT) $1,552,000 -$13,136 $1,538,864

7 | Enhanced Homeownership Capacity Initiative $1,250,000 $1,250,000
~_Home Improvement Lending

8 | Home Improvement Loan Program $15,300,000 $15,300,000

Rehabilitation Loan Program (RLP)

Rental Production- New Construction and Rehabilitation

$9,494,000

$9,494,000

20

Section 8 - Performance Based Contract Administration

$138,500,000

$4,500,000

10 | Multifamily First Mortgages - LMIR and MAP $70,000,000 $20,000,000 $90,000,000
11 | Flexible Financing for Capital Costs (FFCC) S0 $1,885,849 $1,885,849
12 | Multifamily Flexible Capital Account $8,500,000 -$2,520,162 -$4,000,000 $1,979,838
13 | Low-Income Housing Tax Credits (LIHTC) $9,598,835 $1,472,001 $11,070,836
14 | National Housing Trust Fund $3,118,428 $3,118,428
15 | Preservation - Affordable Rental Investment Fund (PARIF) $16,623,916 $3,196,371 $19,820,287
16 | HOME $1,700,000 $621,591 $2,321,591
17 | Preservation - Publicly Owned Housing Program (POHP) $12,030,024 $221,532 $12,251,556
18 | Rental Rehabilitation Deferred Loan Pilot Program (RRDL) $9,601,587 $360,892 $9,962,479
19 | Greater Minnesota Workforce Housing Development $2,000,000 $73,000 $2,073,000

Rental Assistance Contract Administration ‘

$143,000,000

21

Section 8 - Traditional Contract Administration

Housing Stability for Vulnerable Populations

$51,055,000

-$5,957,000

$45,098,000

22 | Housing Trust Fund (HTF) $17,671,234 $471,132 $18,142,366
23 | Bridges $5,140,000 $403,270 $5,543,270
24 | Section 811 Supportive Housing Program $660,000 $660,000
25 | Family Homeless Prevention and Assistance Program (FHPAP) $8,893,486 $182,286 $9,075,772

26

Housing Opportunities for Persons with AIDS (HOPWA)
Rental Portfolio Management \

$175,184

$23,261

$198,445

[ 27 | AssetManagement | 52482043 | $634313[ [  $3116356 |

] Multiple Use Resources
28 | Economic Dev. and Housing/Challenge (EDHC) - Regular $20,653,959 $1,741,843 $22,395,802
29 | Single Family Interim Lending $4,400,000 $4,400,000
30 | EDHC - Housing Infrastructure Bonds (HIB) $45,349,056 $1,719,951 $47,069,007
31 | Community-Owned Manufactured Home Parks $2,250,000 $2,250,000
32 | Technical Assistance and Operating Support $2,525,000 $308,256 $2,833,256
33 | Strategic Priority Contingency Fund $1,500,000 -$1,500,000 S0
34 | Manufactured Home Relocation Trust Fund $459,837 -$28,659 $431,178
35 | Strategic Investments / Loans TBD SO
36 | Disaster Relief Contingency Fund $1,500,477 $369,961 $1,870,438

| $1,126,984,065

$90,965,004

$153,500,000

$1,371,449,070
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Item: Post-Sale Report, Homeownership Finance Bonds (HFB) 2018 GH

Staff Contact(s):
Kevin Carpenter, 651.297.4009, kevin.carpenter@state.mn.us

Request Type:

1 Approval No Action Needed
1 Motion ] Discussion

[] Resolution Information

Summary of Request:
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The Agency sold $63,567,192 of Homeownership Finance Bonds on October 17, 2018 with a closing on
October 30, 2018. In accordance with the Debt and Balance Sheet Management Policy the attached
detailed post-sale report is provided by the Agency’s financial advisor, CSG Advisors.

Fiscal Impact:
None.

Meeting Agency Priorities:

Address Specific and Critical Local Housing Needs

Finance Housing Responsive to Minnesota’s Changing Demographics
Preserve Housing with Federal Project-Based Rent Assistance
Prevent and End Homelessness

Reduce Minnesota’s Racial and Ethnicity Homeownership Disparity

ogogooo

Attachment(s):
Post-Sale Report
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CSG |adVISOrs

Via Email Delivery

MEMORANDUM

Date: October 30, 2018

To: Minnesota Housing Finance Agency

From: Gene Slater, Tim Rittenhouse, David Jones, Eric Olson
Re: Post-Sale Report

$63,567,192 Homeownership Finance Bonds (HFB)
2018 Series G (Non-AMT) and H (Taxable)

BOND CRITERIA

The 2018 Series G & H Homeownership Finance Bonds were issued to finance single-family new
production. The key criteria for issuing the debt were:

Avoid major interest rate risk by continuing to hedge pipeline production until loans are either
sold or permanently financed by bond issues.

Maintain high ratings on all Minnesota Housing single-family bonds, with Series G & H rated
Aaa.

Enhance Minnesota Housing’s long-term financial sustainability through a mix of bond
financing and sales of MBS, to provide more financially sustainable results for Minnesota
Housing.

Provide at least a comparable expected level of return to selling MBS, at reasonably
anticipated prepayment speeds.

Use bond volume cap as efficiently and sparingly as possible, so that the Agency can continue
both its single-family and multi-family programs even though volume cap has become an
increasingly scarce resource.

CSG ‘ ACVISOIS  saN FRANCISCO | 1 POST STREET SUITE 575 SAN FRANCISCO, CA 94104 T 415 956 2454 F 415 956 2875
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KEY RESULTS FOR MINNESOTA HOUSING

Key Measurable Objectives. Minnesota Housing’s objectives for each issue reflect its overall
goal: How can the Agency maintain a long-term sustainable program that continues to finance
production on the balance sheet so long as this is the best execution for the Agency.

Minnesota Housing therefore seeks to make sure that it:

Obtains a present value return for Minnesota Housing at least similar to selling the same MBS in
the secondary market, assuming a reasonable prepayment speed.

Obtains approximately 1.125% spread on the overall issue (the maximum the IRS would allow if
the issue were all tax-exempt).

Balances the amount of (a) new volume cap needed in financing such production and (b) the
amount of zero participations required, so that the Agency can continue its program in future
years.

Where possible, in addition to looking to long-term returns under 1 and 2, uses opportunities to
balance the impact of hedge gains and losses across transactions on Agency current year
income.

Accomplishments. The results were very successful in meeting Minnesota Housing’s objectives:

Leveraging Limited Volume Cap. The issue was structured so that Minnesota Housing could
finance $63.567 million of new mortgages on balance sheet with 50.771 million of volume cap,
or 1.2% of the total issue. To achieve this result, Minnesota Housing sold half the total issue,
$31.784 million, as taxable bonds in Series H, and recycled $31.012 million of private activity
bond authority from past issues in Series G.

To date in 2018, Minnesota Housing has financed 5425 million of new single-family mortgages,
using 5106 million of volume cap—a leveraging ratio of 4 to 1.

Being able to do this, however, requires zero participations. These zero participations are
generated by RHFB bond issues that help refund past bond issues at lower rates and create
these subsidies. The dollar amount of refunding opportunities is lower in 2018 and 2019 than in
past years. This is because old bonds can be refunded approximately 10 years after original
issuance, and Minnesota Housing issued fewer bonds in 2008 and 2009 during the financial
crisis.
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Full Spread. On the overall issue, Minnesota Housing obtained a spread of about 1.09%, close
to what the IRS would allow as full spread on an all-tax-exempt issue.

Attractive Bond Yield. The bond rate was 3.75% on tax-exempt Series G and 4.10% on taxable
Series H.

Return to Minnesota Housing. The relative benefits to Minnesota Housing from issuing the
bonds depend on how long the mortgages remain outstanding, on average.

The break-even prepayment speed® compared to selling the loans was 200%. This is far higher
than the actual average prepayment speeds on similar loans in this indenture, and suggests the
benefits of putting this production on the balance sheet rather than selling it.*> The result is that,
at expected prepayment speeds, Minnesota Housing will earn more from issuing 2018 G & H
than from having directly sold the MBS.

The net present value to Minnesota Housing (after net service release premiums) is projected to
be approximately $1.7 million at 150% PSA prepayment speed.

Zero Participations. The issue required $1.5 million of zero participations. Going forward,
Minnesota Housing has approximately $25.7 million of zeros for future transactions.

The Agency made two choices that affected how many zero participations were used:

Level of overall spread. The Agency could have received even higher total spread, but this would
have required using $4.5 million more of zeros to earn that higher spread.

Impact of taxable bonds. If the entire transaction had been tax-exempt, Minnesota Housing
would have had $2 million less of zeros for the future—but would have required $32.5 million of
volume cap instead of less than $1 million. It is important to balance two competing needs: to
stretch out the supply of available zeros while minimizing the use of available bond cap.

! Minnesota Housing could have achieved even higher total spread, by receiving the full 1.125%
on tax-exempt Series E while still receiving 1.771 % on taxable Series H, for a blended average of
1.45%. This would have required $4.5 million more of zero participations than was actually
needed, however.

2 The break-even speed measures how fast mortgages can prepay while still assuring Minnesota
Housing at least the same present value as an MBS sale.

3 The average prepayment speed on all securities in the HFB indenture since inception is
calculated at 129%.
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Actual No Taxable Bonds :Actual with
Higher Spread

Taxable % 50% 0% 50%
Volume cap required $0.771 million $32.555 million $0.771 million
Ave. Spread 1.09% 1.125% 1.45%
Net impact on Agency’s - 1.5 million + 0.5 million -6.0 million
Zero Participations

Hedging. The loan production pipeline remained fully hedged until bonds were sold. Minnesota
Housing received hedge gains of $568,000 that were included in bond yield.

Investor Demand. Investor demand was modest. There were $23 million of initial going away
orders investors on tax-exempt Series G and $6 million of going away orders from 1 investor for
taxable series H. Both series were increased in yield by 5 basis points.

Implications. Key implications include:

Pass-Through Approach. Minnesota Housing used pass-through issues since June 2014, to help
finance production on-balance sheet. The agency has been the national leader. In recent
months, the financial benefit from pass-throughs compared to traditionally structured bonds
has eroded. While outreach efforts are being made to attract more taxable investors, there has
been less demand for taxable pass-through bonds.

Balance Sheet Management. Minnesota Housing, in recent years, has been able to finance all
tax-exempt eligible production as the best execution return to the Agency.

Volume Cap. Minnesota Housing’s single-family production together with demand for multi-
family issuance in the State remains so great that private activity volume cap is a major
constraint on tax-exempt issuance. To help address this:

The Agency is actively utilizing taxable bonds. On this issue, half the debt was taxable.

Has renewed its credit facility with RBC to recycle past private activity volume cap when old
bonds are redeemed (whether on a monthly or semi-annual basis). On this issue almost all the
tax-exempt debt used recycled volume cap.
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TIMING AND STRUCTURE
Timing. The issue was priced on Wednesday, October 17™, for closing on Tuesday, October 30™.

Sizing. The sizing was based on a portion of the specific hedged MBS in Minnesota Housing’s
pipeline, with remaining production to be financed under the Residential Housing Finance Bond
indenture in late November.

Major Design Decisions. Key decisions by Minnesota Housing were to:

Continue to include a 10-year par call at Minnesota Housing’s option, so that the Agency can
potentially take advantage of interest rates in the future to either refund the bonds or sell the
MBS and pay off the bonds.

Include Ginnie Mae, Fannie Mae and Freddie Mac MBS in the issue, with no percentage limit on
any category. This provides Minnesota Housing the ability to adjust to the actual mix of loans in
its pipeline. The MBS financed were approximately 57% Ginnie Mae, 42% Fannie Mae and 1%
Freddie Mac.

Finance a substantial portion of the issue as taxable bonds.

Rating. Bonds under the HFB indenture are rated Aaa by Moody'’s.

Hedging. Minnesota Housing has remained fully hedged on its pipeline until bonds were sold.
This protects the Agency from risk if interest rates rise between the time the loans are
committed and when they are packaged into MBS and either the corresponding bonds are sold
or the MBS are sold via TBA. The purpose of this strategy is to help make the Agency largely
indifferent to changes in rates.

BOND SALE RESULTS. Key highlights are:

Investor Interest for Series 2018 G & H. There was modest institutional interest for the issue,
with less support for the taxable series (as happened on 2018 F when the taxable portion was
reduced from 65% to half of the issue).

Timing. The 10-year Treasury started the year at 2.46%, almost the same as it began 2017, and
increased significantly and steadily through February. It was 2.83% both when Minnesota’s HFB
Series 2018 AB priced on February 13, and when 2018 CD was priced on April 12. Rates rose
gradually to as high as 3.11% on May 17™ when investor concerns about a trade war between
the U.S. and China led to a flight to quality. The 10-year yield was 2.93% on June 7 when RHFB
ABC was priced, and was 2.87% when E&F was priced on August 16th.
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Rates rose significantly in September and early October reaching a high of 3.23% on Oct. 5.
Positive domestic growth, including increased GNP and unemployment at the lowest level since
1969, have spurred rising rates. With inflation now close to the Federal Reserve’s minimum
target of 2%, and the fiscal stimulus of spiraling Federal deficits, the Federal Reserve is expected
to continue its tightening program into 2019. On the date of the sale, the 10 year Treasury rose
from 3.16% to 3.19%. This was 32 basis points higher than on E&F.

The yield curve has flattened out dramatically this year. The difference in yield between
10- and 30-year Treasuries was only 16 basis points at pricing, compared to 59 basis
points at the beginning of 2017. The difference between the 1-year and 30-year yield
was 70 basis points at pricing, compared with 215 basis points at the beginning of 2017.
The Federal Reserve’s steady program of raising short-term rates has had virtually no
impact on 30-year yields—largely due to international uncertainty, including American-
initiated trade proposals, and little sign of inflation.

Sale. The issue was repriced up by 5 basis points.

Comparison to GNMA Yields. Investors compare yields on pass-through issues to current-
coupon GNMAs, as well as Treasuries and municipals. Compared to GNMAs, Minnesota bonds
provide much less liquidity in the global markets but do offer tax-exemption. On this
transaction, the spreads were 7 basis points tighter than on Series E&F (and the same as on
Series C&D.

2017 E/F 2017 G/H 20171/) 2018 A/B | 2018 C/D 2018 E/F 2018 G/H
May ‘17 Sept. ‘17 Nov. ‘17 Feb. ‘18 Apr. ‘18 Aug. ‘18 Oct. ‘18
Minn. Housing bond yield
Tax-Exempt 2.85% 2.65% 2.80% 3.30% 3.30% 3.45% 3.75%
Taxable 3.20% 3.00% 3.10% 3.65% 3.65% 3.80% 4.10%
Yield on GNMA |, 3.0
current coupon, at dealer 2.86% 2.67% 2.80% 3.32% 3.27% 3.35% 3.72%
prepay speed
Minn. Housing v. GNMA
Tax-exempt -1bp -2 bp 0bp -2 bp +3 bp +10 bp +3 bp
Taxable +34 bp +33 bp +30 bp +33 bp +38 bp +45 bp +38 bp
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Comparable Tax-Exempt Pass-Through Transactions: Aside from Minnesota, the other new
money single-family tax-exempt pass-through issues this year have been for Colorado. The
Colorado issues have been sold at a premium in order to raise funds for downpayment
assistance. In February, RBC priced Colorado on the same day as Minnesota A & B. In October,
RBC priced Colorado’s premium issue the day after Minnesota G&H. Minnesota G&H priced at a
tighter spread to the 10 year Treasury, MMD and GNMA indices than Colorado.

Colorado Minnesota Minnesota Minnesota Minnesota Colorado
Tax-Exempt Tax-Exempt Tax-Exempt Tax-Exempt Tax-Exempt Tax-Exempt
2018 AA 2018 A 2018 C 2018 E 2018 G 2018 BB-1
Size $73.1m. $38.2 m. $30.3 m. $47.8 m. $31.8 m. $46.7 m.
Rating Aaa Aaa Aaa Aaa Aaa Aaa
Pricing Date 2/13/18 2/13/18 4/12/18 8/16/18 10/17/18 10/18/18
Price 102'?78 Par Par Par Par 102'?35
Premium Premium
Ave. Life at 150% PSA 8.3 years 8.7 years 8.7 years 8.9 years 8.8 years 8.4 years
Yield 3.30% 3.30% 3.30% 3.45% 3.75% 3.80%
125% PSA 125% PSA
Spread to 10yr US Treas. +47 bp +47 bp +47 bp +58 bp +56 bp +64 bp
Spread to 10yr MMD +88 bp +88 bp +90 bp +102 bp +103 bp +107 bp
Spread to 3% GNMA (at
0b -2b -2b 10b 3b 9b
Dealer Prepay Speed) P P P * P 2P =P
Spread Taxable to Tax-
Exempt Series +30 bp n.a. +35 bp +35 bp +35 bp +25 bp
Underwriter RBC RBC RBC RBC RBC RBC

Comparable Taxable Pass-Through Transactions: Aside from Minnesota, the only other new
money single-family taxable pass-through issues have been Colorado, which was sold at a
premium, and Utah, which was overcollateralized with a significantly shorter average life and
purchased by a bank for CRA credit. A single local bank put in for all of Colorado’s taxable bonds.
As a result, Colorado’s yield was about 5 basis points tighter than Minnesota’s.
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Minnesota Minnesota Utah Minnesota Minnesota Colorado
Taxable Taxable Taxable Taxable Taxable Taxable
2018 B 2018 D 2018 A 2018 F 2018 G 2018 BB-2
Size $38.2m. $20.2 m. $17.9 m. $52.6 m. $31.8 m. $42.7 m.
Type New money New money New money | New Money | New Money | New Money
Rating Aaa Aaa Aa3 Aaa Aaa Aaa
Pricing Date 2/13/18 4/12/18 6/20/18 8/16/18 10/17/18 10/18/18
Price Par Par Par Par Par 103'2.14
premium
Ave. Life at 150% PSA 8.7 years 8.7 years 6.5 years 8.9 years 8.8 years 8.3 years
4.05%
1 0, 0, 0, 0, 0,
Yield 3.65% 3.65% 3.45% 3.80% 4.10% 125% PSA
Spread to 10yr US Treas. +82 bp +82 bp +52 bp +93 bp +91 bp +89 bp
Spread to 10yr MMD +123 bp +125 bp +98 bp +137 bp +138 bp +132 bp
Spread to 3% GNMA (at
Dealer Prepay Speed) +33 bp +38 bp +3 bp +45 bp +38 bp +34 bp
Underwriter RBC RBC Zions RBC RBC RBC

Spread to Minnesota Housing. While the spreads to Treasury and MMD were similar to Series F,
the spread to GNMA was 7 basis points tighter than on Series F. What may be most important is
how Minnesota’s borrowing costs compare with its lending. As mortgage rates rise, Minnesota
Housing has needed fewer zero participations to achieve full spread on its transactions.

UNDERWRITING

Underwriters.

RBC was the senior manager; regular co-managers were J.P. Morgan, Piper

Jaffray and Wells Fargo. Monthly pass-through bonds are sold only to institutional investors, so

there was no selling group.

Underwriter Fees. Management fees were appropriate, consistent with industry standards, in

the same range as fees for other housing issues of similar size and structure.

3k 3k 3k 3k 3k >k 3k >k 3k 3k 3k 3k %k %k >k 3k 3k 3k 3k 3k %k %k %k 3k 3k 3k 3k 3%k %k %k >k 3k >k 3k 5%k 3k >k >k %k >k 3k 3k 3k 3k 3k %k %k 3k >k 3k 3k 3k %k %k %k >k 3k 3k 3k 5%k 3%k %k %k %k %k *k >k *k k %k

ISSUE DETAILS

Key Dates:

Institutional Order Period:

Closing Date:

2018 G & H Bond Pricing

HFB Indenture

Wed, Oct. 17, 2018

Tues., Oct. 30, 2018
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Economic Calendar. Economic growth indicators continued to be strong in the period leading
up to the sale. On the Tuesday before the sale, the Job Openings Labor Turnover (JOLTS) figure
came in significantly higher than expected, with unemployment dropping from 6.234 million to
5.964 million. The labor market remains the key strength of the economy, with near-record low
unemployment. Fed Reserve chairman Powell continued to express surprise that wages have
not gone up significantly.

On the day of the sale, the Federal Reserve Open Market Committee minutes were released,
indicating that more members were leaning toward more rate hikes in the future. Yields
increased as a result of the release of the minutes.

Treasuries. The 10 year Treasury yield had risen above 3% in mid-May, but then dropped into
the 2.90s with the trade war with China. It rose to 3% again on August 1%, but the drop in the
Turkish lira again led to a flight to quality. With the focus on domestic economic news in
September and October, the 10 year reached 3.19% on the date of sale.

Municipals. While municipal bond yields generally closely track the movements in Treasury
yields, the relationship has been distorted by high profile municipal credit events (Puerto Rico’s
problems, most recently) and international investment flows, as well as supply and demand for
municipal bonds. In the summer, as international economic news regarding China and Turkey
led to a flight to quality and rallied Treasuries, there was less of an improvement in municipals.
Since the sale of E&F, municipals have generally tracked Treasuries.
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Issue Date 10-Year 10-Year MMD/ Treasury
Treasury MMD Ratio
2017 HFB A/B 2/9/17 2.40% 2.28% 95.0%
2017 HFB C/D 3/13/17 2.62% 2.49% 95.0%
2017 HFB E/F 5/20/17 2.41% 2.17% 90.0%
2017 RHFB ABC 6/20/17 2.16% 1.86% 86.1%
2017 HFB G/H 9/12/17 2.17% 1.86% 85.7%
2017 HFB I/) 11/9/17 2.33% 1.93% 82.8%
2017 RHFB DEF 12/4/17 2.37% 2.05% 86.5%
2018 HFB A/B 2/13/18 2.83% 2.42% 85.5%
2018 HFB C/D 4/12/18 2.83% 2.40% 84.8%
2018 RHFB ABC 6/7/18 2.93% 2.47% 84.0%
2018 HFB EF 8/16/18 2.87% 2.43% 84.7%
2018 HFB GH 10/17/18 3.19% 2.72% 85.3%
Change from E/F +32 bp +29 bp +0.6%

Municipal Calendar. The visible supply for the week was $10 billion, among the busier weeks of
the year. The largest negotiated issues were $1.2 billion for New York City, $850 million for
Connecticut G.0.’s and $717 million for Essentia Health Care. Minneapolis sold $113 million in
G.O. bonds. Minnesota’s and Colorado’s were the two state HFA single-family transactions for the
week.

MBS Yields. MBS yields are very relevant because investors can choose between purchasing
MBS directly or buying Minnesota Housing’s bonds backed by MBS. Bond purchasers look as
much to the spread between Minnesota Housing’s bonds and MBS as they do to the spread
between Minnesota Housing bonds and Treasuries or MMD. GNMAs rose 8 basis points since
Series C & D (while 10 year Treasury rates rose 4 basis points and MMD rose 3 bp). Minnesota’s
tax-exempt and taxable yields increased by 15 basis points.
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5 May 10, Sept. Nov. 9, Feb.13, | Apr.12, | Aug.16, | Oct. 17,
Type Delivery Coupon | Measure
2017 12,2017 2017 2018 2018 2018 2018
Price 100.89 101.92 101.17 97.98 98.33 97.92 95.70
Yield* 2.86% 2.67% 2.80% 3.32% 3.27% 3.35% 3.72%
GNMA Current 3.0
Dealer
Forecast 160% 184% 175% 153% 153% 149%
% PSA 146%
Price 102.33 103.55 102.89 100.02 98.92 99.39 97.58
Yield* 3.11% 2.77% 2.96% 3.49% 3.50% 3.58% 3.82%
FNMA Current 3.5
Dealer
Forecast 178% 244% 211% 146% 129% 126% 117%
% PSA
10yr US Treas n/a n/a Yield 2.41% 2.17% 2.33% 2.83% 2.83% 2.87% 3.19%
10yr MMD n/a n/a Yield 2.17% 1.86% 1.93% 2.42% 2.40% 2.43% 2.72%
GNMA to 10- n/a n/a Yield* 118.7% | 123.0% | 120.2% | 117.3% | 115.5% | 116.7% | 116.6%
Year Treasury
GNMA to 10- n/a n/a Yield* 131.8% | 143.5% | 145.1% | 137.2% | 136.3% | 137.9% | 136.8%
Year MMD
Tax-
2.85% 2.65% 2.80% 3.30% 3.30% 3.45% 3.75%
Minnesota exempt
Housing Taxabl 3.20% 3.00% 3.10% 3.65% 3.65% 3.80% 4.10%
axable

* Yield at dealer forecast prepayment speed
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