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RELATIONSHIP OF AAA MMD TO TREASURIES PUBLIC FINANCE

10-Year AAA MMD vs. 10-Year Treasury

(Since January 2000)
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COLLATERALIZED MULTIFAMILY HOUSING BONDS (“ESCROW BONDS”) PUBLIC FINANCE

« Escrow Bonds can be used with more attractive conventional/FHA/USDA loan products to significantly
reduce borrowing costs associated with multifamily projects - financed with 4% low income housing tax
credits (“LIHTC”).

- Particularly attractive for FHA/USDA loans or heavily subsidized projects with multiple layers of
subsidy being contributed throughout the construction phase.
+ Escrow Bonds can be used to satisfy the “560% Test” with respect to LIHTC projects using 4% credits.
* Issuance of short-term tax-exempt bonds collateralized with “AA” - “AAA” securities can assist with:
- Increasing cash flow;
— Reducing negative arbitrage;
- Reducing/eliminating upfront cash needed at closing; and
- Securing 4% Tax Credits.
» Bonds are anticipated to be rated “AA+” or higher (based on collateral) and are repaid when the Project is
placed in service.
+ Tax Analysis:

— Bond proceeds used to pay qualified costs (e.g. construction).

- Loan or another source (e.g. subsidies, tax credit bridge loan) provides fund to immediately
replenish Trust Indenture, so bonds are at all times “cash collateralized”.

— Bonds are repaid from “cash” collateral.

IS THE ADDITIONAL TIME, EFFORT AND EXPENSE (BOND COSTS OF ISSUANCE) FOR
MULTIFAMILY ESCROW BONDS WORTH THE VALUE OF THE EQUITY RECEIVED THROUGH THE
4% LIHTC?
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COLLATERALIZED MULTIFAMILY HOUSING BONDS (“ESCROW BONDS”) PUBLIC FINANCE

1. Bond Investor purchases the Collateralized
Revenue Bonds (“CRBs”).

2. Trustee deposits proceeds from the sale of

CRBs in the Project Account of the Trust see

Indenture.
3. Borrower makes draw requests to the Lender.
4. Lender releases funds equal to draw request.

5. Trustee deposits the Lender’s loan proceeds
into the Escrow Account and simultaneously
releases funds in the Project Account to the
Borrower. The combined balance of the
Project Account and Escrow Account will
never drop below the outstanding
principal amount of CRBs.

6. After the ‘placed-in-service’
date, the Trustee retires the
CRBs with amounts held on

deposit in the Escrow Account.

Borrower
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USDA RURAL DEVELOPMENT FINANCING OPTIONS

PUBLIC FINANCE

» Rural Housing Service (RHS) is a part of Rural Development (RD) in the U.S. Department
of Agriculture (USDA).

- Provides direct loans (serviced by USDA staff); and
- Guarantees loans for mortgages made and serviced by commercial lenders.

» Given small size of each project financed, not uncommon for projects to be aggregated for
tax-exempt bond issue.

* Primary Multifamily Programs

- Section 515: Direct Loan Program
- Section 538: Guarantee Program
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SECTION 515 RURAL RENTAL HOUSING PROGRAM PUBLIC FINANCE

+ Direct, competitive mortgage loans to provide affordable multifamily rental housing for very low-,
low-, and moderate-income families, elderly persons, and persons with disabilities.

- Very low = below 50% AMI

- Low = between 50% - 80% AMI

- Moderate = capped at $5,500 above the low-income limit
» Obtaining new 515 loan is possible but harder to come by.

Loan Terms

* Up to 30 years; amortized over 50 years.
 Effective 1 percent interest rate (loans made at market rates but subsidized).

Tenants
» Tenants pays up to 30 percent of adjusted income.

Process

» Rural Development State Directors use needs criteria to establish a list of targeted communities
for which applicants may request loan funds.

- List of communities published in Notice of Funding Availability (NOFA).
- Applications rated competitively in order to select recipients.
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SECTION 538 GUARANTEED RURAL RENTAL HOUSING PUBLIC FINANCE

Commercial lenders provide financing to developers of low-moderate income multifamily and senior
developments in rural communities. Financing usually combined with LIHTC.

Usually populations of 35,000 or less.

Federal guarantee up to 90% LTV (up to 97% for non-profits).

Fixed rate loan can be used for new construction or rehabilitation (min rehab of $6,500/unit).
Primarily used for refinancing deals that already have existing 515 loans.

Loan Terms

* Min term / amortization 25 years; max term / amortization 40 years.
* Minimum 1.15 all-in debt service coverage.

* Property must contain at least 5 units.

* No Davis-Bacon wage requirements.

* Rents plus tenant paid utilities may not exceed 30% of 115% AMI, and average rent for project including
utilities may not exceed 30% of 100% AMI.

* Tenant income cannot exceed 115% AMI.

Application Process

» No-cost, pre-application package (Notice of Solicitation Applications (NOSA)). USDA reviews and issues
an invitation letter to submit an application for loan guarantee to lender and borrower.

» Assemble/submit application.
* If approved, USDA issues a Conditional Commitment. Timing: between 90 and 120 days.
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KHC RD CASE STUDY — VOLUNTEER MANAGEMENT & DEVELOPMENT PORTFOLIO BUBLIC FINANCE

$8,500,000
Kentucky KENTUCKY HOUSING CORPORATION

HOUSIF‘I

WC Corporauon MuLtiFamMiLY RENTAL Housing REVENUE BoNnDs
(VOLUNTEER MANAGEMENT & DEVELOPMENT PORTFOLIO)

Sources of Funds

Subordinate Loans (USDA) 4,508,265.00 Bond Coupon 1.20%
Mortgage Loans 4,627,000.00 Initial Mandatory Tender Date 2 years
Tax Credit Equity 4,849,264.00 Maturity 3 years
Subordinate Loans (KHC) 552,000.00 Rating AA+
Deferred Developer Fee 783,658.00
Transfer from Reserves 270,401.00 Purpose

Total 15,590,588.00 Finance the acquisition,

rehabilitation, and equipping of

7 housing facilities (scattered
T T i) totaing 172-units.

Development Costs 9,741,043.00

Acqum;clon —Land & Building 5,156,745.00 Unit Mix

Costs.o Issuance 313,500.00 12-56 unit projects

Required Reserves 379,300.00 13 bed _
Total 15,590,588.00 - bedroom mix

Set Asides
100% of units at 60% AMI
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KHC RD CASE STUDY (CONT) PUBLIC FINANCE

» Existing Section 515 loans on each of the Projects under the Multifamily Preservation and
Revitalization Demonstration Program (the “Subordinate Loans (USDA)").

» The Borrower obtained mortgage loans from the Lender under the Rural Housing Service
(“RHS”) department of the USDA Section 538 Guaranteed Rural Rental Housing Program
and Section 515 Multifamily Preservation and Revitalization Demonstration Program.

- 5 Projects received new Section 538 mortgage loans (the “Section 538 Mortgage
Loans”), to which the Subordinate Loans (USDA) will be subordinated.

- 2 Projects received new Section 515 mortgage loans (the “Section 515 Mortgage
Loans”).

Additional Sources of Financing

+ KHC’s HOME Investment Partnership Program

- The 3 Subordinate Loans (KHC) will be funded to the Borrower on a draw by draw
basis; expected to bear interest at the rate of 0%, mature on October 1, 2048, and
defer repayment until maturity.

« KHC’s Equity Bridge Loans
- Bears interest at 3.75% per annum and will be due upon the earlier of payment of the
fourth Tax Credit Equity installment (anticipated to occur on October 15, 2019) or

February 1, 2020. The Bridge Loan will be secured by a mortgage on the property and
will be payable out of Tax Credit Equity.
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KHC RD CASE STUDY (CONT) PUBLIC FINANCE

Loan Details

» 4 of the existing Subordinate Loans (USDA) were assumed by the Borrower at closing, and repayment
was deferred for 20 years.

» 3 of the existing Subordinate Loans (USDA) were assumed by the Borrower at closing with repayment to
commence at closing on a 50-year amortization schedule at 1% interest per year.

» A Section 515 Mortgage Loan relating to one project was a new subordinate loan that bears interest at
1%, have its interest and principal deferred at closing for the first 20 years to a balloon payment, a term of
30 years, and repayment will commence at closing on a 50-year amortization schedule.

« A Section 515 Mortgage Loan relating to one project was a new subordinate loan that has a 0% interest
rate, a term of 30 years, and repayment will commence at closing on a 50-year amortization schedule.

» The Section 538 Mortgage Loans relating to 5 projects bear interest at the rate of 4.30% per annum and
amortize over 40 years.

Additional Details
« Tax Credit Equity of approx. $4,849,264; initial contribution at closing of $1,212,316.

» The Borrower will receive the benefit of three separate Housing Assistance Payment Contracts covering
3 of the projects, each under HUD’s Rental Assistance Demonstrative (“‘RAD”) Program. The HAP
Contracts will be renewed for 20 years at closing.

» Over time, as each disbursement of loan proceeds is deposited by the Lender/Issuer into the Collateral
Fund (the “Collateral Payments”) as security for the Bonds, the Trustee will disburse a like amount of
Bond proceeds from the Project Fund to or at the direction of the Lender or the Issuer for purposes of
paying costs of the Projects, in accordance with the Loan Agreement and the Indenture.
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KHC RD CASE STUDY (CONT) PUBLIC FINANCE

PROJECT SUMMARY

Subordinate Mortgage Subordinate  Tax Credit Bridge
Loan (USDA) Loan Loan (KHC) Equity Loan
Windhaven $1,349,573 $1,590,0007 $200,000 $1,576,569  §701,170
Windhaven IIT 327,676 305,000! 304,347 154,990
Arlington Heights 295,974 273,0007 92,000 344,121 165,025
Garland Manor 584,264 800,000! 697,449 324,579
Clinton Hills 583,809 840,000’ 572,923 188,068
Bardwell Manor 582,688 389,000! 590,903 251,975
Mayfield Manor 784,281 430,000 260,000 762,952 339,193
Total $4,508,265 $4,627,000 $552,000 $4,849,264 $2,125,000

ISection 538 loan
2Section 515 loan
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OKLAHOMA HFA RD CASE STUDY — PROGRESSIVE RURAL HOUSING APARTMENTS

& onra

ORLAHOMA HOUSING FINANCE AGENCY

Sources of Funds

2,950,000.00

Senior 538 Loan

$4,000,000
OKLAHOMA HOUSING FINANCE AGENCY
COLLATERALIZED REVENUE BONDS

(PROGRESSIVE RURAL HOUSING APARTMENTS)

Bond Terms

Bond Coupon

PUBLIC FINANCE

Subordinate 515 Loan 2,168,841.00 Initial Mandatory Tender Date 2 years
Tax Credit Equity 1,744,670.00 Maturity 2.5years
RD Approved Reserve 750,605.00 Rating
Permanent Loan Good Faith Deposit 70,000.00
Negative Arbitrage Advance 7,213.50 m
Deferred Developer Fee 138,782.00 Finance a portion of the costs of
Total /,830,111.50 acquiring,  rehabilitating,  and
 eofrunds cauibping 107 units thel e
Acquisition of the Projects 3,268,841.00 Spl_’ea_d ERCs twenty_ﬂve
Hard Rehabilitation Costs 2,750,000.00 buﬂdmgs.
Other Project Costs 778,226.00
Permanent Loan Good Faith Deposit 70,000.00 . .
Deposit to Initial Deposit Account 7,213.50 M
Developer Fee 826,392.00 8-40 unit projects
Reserves® 129,439.00 1-2 bedroom mix
Total 7,830,111.50

! An additional $180,561 in reserves will be assigned from the

Set Asides

current seller, for a total of $310,000 in reserves at permanent

loan conversion.
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OKLAHOMA HFA RD CASE STUDY (CONT) PUBLIC FINANCE

Purpose
» Financing a portion of the costs of acquiring, rehabilitating improving and equipping of a
total of 107 units that are spread across twenty-five buildings consisting of:

- the 40-unit, 22-unit, and 9-unit multifamily apartment complexes presently known as
Progressive Apartments, Villa Apartments, and The Village Apartments, respectively,
located in Perry, Oklahoma (the “Perry Project”),

- the 12-unit multifamily apartment complex presently known as Progressive Apartments,
located in Morrison, Oklahoma (the “Morrison Project”),

- the 8-unit multifamily apartment complex presently known as Progressive Apartments,
located in Glencoe, Oklahoma (the “Glencoe Project”), and

- the 16-unit multifamily apartment complex presently known as Progressive Apartments,
located in Perkins, Oklahoma (the “Perkins Project”).

Subordinate Loans

« All of the Projects were encumbered by a subordinate loan made under the RHS
department of the USDA Section 515 program (each, a “Subordinate Loan”).

At closing, the Subordinate Loans were modified to provide for a 30-year term (with a 50-
year amortization) and an effective interest cost of 1% per annum, after payment of an
interest subsidy from the RHS.
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OKLAHOMA HFA RD CASE STUDY (CONT) PUBLIC FINANCE

Loans

» Construction Lender will fund a construction loan (the “Construction Loan”) to the Borrower in the
aggregate amount of $4,000,000%, which amounts will be paid to the Trustee, from time to time,
for deposit in the Collateral Fund of the Indenture.

» The Trustee will release a like amount of proceeds of the Bonds for the payment of Project Costs.

* The Permanent Lender committed to make a permanent mortgage loan under the Rural Housing
Service (“RHS”) department of the USDA Section 538 Guaranteed Rural Rental Housing Loan
Program (the “538 Loan”) upon construction completion. The proceeds of the 538 Loan will be
used to pay the Construction Loan in full.

» The obligation to repay the 538 Loan will be set forth in multiple promissory notes related to each
Project, respectively (each, a “5638 Note”), from the Borrower in favor of the RHS.

» Each 538 Note will be secured by a senior deed of trust against the related Project in favor of the
RHS.

» The 538 Notes will have a term equal to that of the 538 Loan and will bear interest at the rate of
5.45% per annum, with annual principal and interest, not otherwise paid, due at maturity.

Additional Details

* Pursuant to the Operating Agreement of the Borrower, the funding of the LIHTCs from all
members will total approximately $1,744,670".

« The Borrower is expected to enter into a Rental Assistance Agreement with the RHS that will
provide for rental subsidies to qualifying tenants in each Project.
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DISCLAIMER PUBLIC FINANCE

The information contained herein is solely intended to facilitate discussion of potentially applicable financing applications and is not intended to be a specific buy/sell
recommendation, nor is it an official confirmation of terms. Any terms discussed herein are preliminary until confirmed in a definitive written agreement. While we believe that the
outlined financial structure or marketing strategy is the best approach under the current market conditions, the market conditions at the time any proposed transaction is
structured or sold may be different, which may require a different approach.

The analysis or information presented herein is based upon hypothetical projections and/or past performance that have certain limitations. No representation is made that it is
accurate or complete or that any results indicated will be achieved. In no way is past performance indicative of future results. Changes to any prices, levels, or assumptions
contained herein may have a material impact on results. Any estimates or assumptions contained herein represent our best judgment as of the date indicated and are subject to
change without notice. Examples are merely representative and are not meant to be all-inclusive.

Raymond James shall have no liability, contingent or otherwise, to the recipient hereof or to any third party, or any responsibility whatsoever, for the accuracy, correctness,
timeliness, reliability or completeness of the data or formulae provided herein or for the performance of or any other aspect of the materials, structures and strategies presented
herein. This Presentation is provided to you for the purpose of your consideration of the engagement of Raymond James as an underwriter and not as your financial advisor or
Municipal Advisor (as defined in Section 15B of the Exchange Act of 1934, as amended), and we expressly disclaim any intention to act as your fiduciary in connection with the
subject matter of this Presentation. The information provided is not intended to be and should not be construed as a recommendation or “advice” within the meaning of Section
15B of the above-referenced Act. Any portion of this Presentation which provides information on municipal financial products or the issuance of municipal securities is only given
to provide you with factual information or to demonstrate our experience with respect to municipal markets and products. Municipal Securities Rulemaking Board (“MSRB”) Rule
G-17 requires that we make the following disclosure to you at the earliest stages of our relationship, as underwriter, with respect to an issue of municipal securities: the
underwriter's primary role is to purchase securities with a view to distribution in an arm’s-length commercial transaction with the issuer and it has financial and other interests that
differ from those of the issuer.

Raymond James does not provide accounting, tax or legal advice; however, you should be aware that any proposed transaction could have accounting, tax, legal or other
implications that should be discussed with your advisors and/or legal counsel.

Raymond James and affiliates, and officers, directors and employees thereof, including individuals who may be involved in the preparation or presentation of this material, may
from time to time have positions in, and buy or sell, the securities, derivatives (including options) or other financial products of entities mentioned herein. In addition, Raymond
James or affiliates thereof may have served as an underwriter or placement agent with respect to a public or private offering of securities by one or more of the entities
referenced herein.

This Presentation is not a binding commitment, obligation, or undertaking of Raymond James. No obligation or liability with respect to anyissuance or purchase of any Bonds or
other securities described herein shall exist, nor shall any representations be deemed made, nor any reliance on any communications regarding the subject matter hereof be
reasonable or justified unless and until (1) all necessary Raymond James, rating agency or other third party approvals, as applicable, shall have been obtained, including,
without limitation, any required Raymond James senior management and credit committee approvals, (2) all of the terms and conditions of the documents pertaining to the
subject transaction are agreed to by the parties thereto as evidenced by the execution and delivery of all such documents by all such parties, and (3) all conditions hereafter
established by Raymond James for closing of the transaction have been satisfied in our sole discretion. Until execution and delivery of all such definitive agreements, all parties
shall have the absolute right to amend this Presentation and/or terminate all negotiations for any reason without liability therefor.
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