Statement is delivered in final form. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or a solicitation of an offer to buy, nor shall there be any sale of these securities in any jurisdiction in which

This Preliminary Official Statement and the information contained herein are subject to completion or amendment without notice. These securities may not be sold nor may offers to buy them be accepted prior to the time the Official
such offer, solicitation or sale would be unlawful prior to registration, qualification or filing under the securities laws of any such jurisdiction.

PRELIMINARY OFFICIAL STATEMENT DATED JUNE 17, 2019

In the opinion of Kutak Rock LLP, Bond Counsel, under existing laws, regulations, rulings and judicial decisions, and assuming the
accuracy of certain representations and continuing compliance with certain covenants, interest on the 2019 Series B Bonds is excluded from
gross income for federal income tax purposes, subject to certain conditions and assumptions described herein under “Tax Status.”
Additionally, interest on the 2019 Series B Bonds is not a specific preference item for purposes of the federal alternative minimum tax. For
further information about the additional tax consequences of holding the 2019 Series B Bonds, see “Tax Status™ herein. Furthermore, in the
opinion of Bond Counsel, under existing Montana laws, interest on the 2019 Series B Bonds is free from taxation by the State of Montana, or
any political subdivision or any other instrumentality of the State of Montana, except for inheritance, estate, gift and corporate license taxes.

NEW ISSUE — Book-Entry Only Ratings:
Moody’s: “Aal”
S&P: “AA+”

See “Ratings” herein

$30,000,000*

MONTANA BOARD OF HOUSING
Single Family Mortgage Bonds, 2019 Series B

Dated: Date of Delivery Due: See inside front cover

This cover page contains selected information for quick reference only. It is not a summary of all relevant information.
Potential investors must read the entire Official Statement to obtain information essential to the making of an informed
investment decision. Capitalized terms are defined inside.

The 2019 Series B Bonds are issuable only as fully registered Bonds without coupons and, when issued, will be registered in
the name of Cede & Co., as nominee of The Depository Trust Company (“DTC”), New York, New York. DTC will act as
securities depository of the 2019 Series B Bonds. Individual purchases will be made in book-entry form only, in the principal
amount of $5,000 and integral multiples thereof. Purchasers will not receive certificates representing their interest in the 2019
Series B Bonds purchased.

Interest on the 2019 Series B Bonds, payable on December 1, 2019 and thereafter semiannually on June 1 and December 1
of each year, and principal on the 2019 Series B Bonds are payable by Wilmington Trust, National Association, as trustee, to
DTC, which will be responsible for remitting such principal and interest to its Participants, which will in turn be responsible for
remitting such principal and interest to the Beneficial Owners of the 2019 Series B Bonds, as described under the caption
“Description of the 2019 Series B Bonds — Book-Entry Bonds™ herein.

The 2019 Series B Bonds are subject to redemption prior to maturity, including special redemption at par, under certain
circumstances, as more fully described herein. The 2019 Series B Bonds are, among other things, subject to redemption at par
from Prepayments, scheduled principal payments on Mortgage Loans and Mortgage-Backed Securities and excess Revenues
allocated to any series of Bonds. See “Description of the 2019 Series B Bonds — Special Redemption” herein.

MATURITY SCHEDULE LOCATED ON INSIDE FRONT COVER

The 2019 Series B Bonds are general obligations of the Board, secured by and payable from moneys pledged for the
payment thereof under the Indenture, including all revenues, assets and moneys of the Board not otherwise pledged to the
holders of particular notes or bonds of the Board. Neither the faith and credit nor the taxing power of the State of Montana or of
any political subdivision thereof is pledged to the payment of the principal of or the interest on the 2019 Series B Bonds. The
State of Montana is not liable for the 2019 Series B Bonds, and the 2019 Series B Bonds are not a debt of the State of Montana.
The Board has no taxing power.

The 2019 Series B Bonds are offered when, as and if issued and received by the Underwriters, subject to the approval of
legality by Kutak Rock LLP, Bond Counsel, and certain other conditions. Certain legal matters will be passed upon for the
Underwriters by their counsel Orrick, Herrington & Sutcliffe LLP, San Francisco, California. It is expected that definitive 2019
Series B Bonds will be available for delivery in New York, New York on or about July __, 2019.

RBC Capital Markets
BofA Merrill Lynch D.A. Davidson & Co. UBS

June __, 2019

* Preliminary, subject to change.



MATURITY SCHEDULE

$30,000,000" 2019 Series B Bonds (Non-AMT)

$6,665,000" Serial Bonds at %

Principal Interest Principal Interest
Due” Amount” Rate CusIP! Due” Amount” Rate CuSIP!
June 1, 2020 $135,000 % Dec. 1, 2025 $345,000 %
Dec. 1, 2020 310,000 June 1, 2026 350,000
June 1, 2021 310,000 Dec. 1, 2026 355,000
Dec. 1, 2021 315,000 June 1, 2027 355,000
June 1, 2022 320,000 Dec. 1, 2027 360,000
Dec. 1, 2022 320,000 June 1, 2028 365,000
June 1, 2023 325,000 Dec. 1, 2028 370,000
Dec. 1, 2023 330,000 June 1, 2029 375,000
June 1, 2024 335,000 Dec. 1, 2029 130,000
Dec. 1, 2024 335,000 June 1, 2030 140,000
June 1, 2025 340,000 Dec. 1, 2030 145,000
$1,450,000° % Term Bonds due December 1, 2034  at % CUSIP'
$2,620,000° % Term Bonds due December 1, 2039  at % CUSIP'
$3,755,000" % Term Bonds due December 1, 2044" at % CUSIP!
$4,740,000° % Term Bonds due December 1,2049" at % CUSIP'

$10,770,000° % Term Bonds due June 1, 2050 at % CUSIP'

* Preliminary, subject to change.

(“PAC Bonds”)

' CUSIP data is provided by CUSIP Service Bureau, managed for the American Bankers Association by Standard & Poor’s. This data is not
intended to create or maintain a database of CUSIP descriptions or numbers and is not intended to create and does not serve in any way as a
substitute for the CUSIP Service. CUSIP numbers are provided for convenience of reference only. The CUSIP numbers have been assigned
by an organization not affiliated with the Board and are included for the convenience of the holders of the 2019 Series B Bonds. Neither the

Board nor the Underwriters are responsible for the selection or use of the CUSIP numbers, nor is any representation made as to their

correctness on the 2019 Series B Bonds or as indicated above.



The Underwriters have provided the following sentence for inclusion in this Official Statement. The Underwriters have reviewed the
information in this Official Statement pursuant to their respective responsibilities to investors under the federal securities laws, but the Underwriters
do not guarantee the accuracy or the completeness of such information. No dealer, broker, salesperson or other person has been authorized by the
Board or the Underwriters to give any information or to make any representations other than those contained in this Official Statement and, if given
or made, such other information or representations must not be relied upon as having been authorized by any of the foregoing. This Official
Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the 2019 Series B Bonds by any
person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale.

The information and expressions of opinion herein are subject to change without notice, and neither the delivery of this Official Statement nor
any sale made hereunder shall, under any circumstances, create any implication that there has been no change in the affairs of the Board or any
other parties described herein since the date as of which such information is presented.

In connection with this offering, the Underwriters may over-allot or effect transactions which stabilize or maintain the market price of the 2019
Series B Bonds offered hereby at a level above that which might otherwise prevail in the open market. Such stabilizing, if commenced, may be

discontinued at any time.
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OFFICIAL STATEMENT
of
MONTANA BOARD OF HOUSING
Relating to its

$30,000,000*

Single Family Mortgage Bonds, 2019 Series B

INTRODUCTION

This Official Statement (which includes the cover page and appendices hereto) provides
certain information in connection with the issuance and sale by the Montana Board of Housing (the
“Board”) of its Single Family Mortgage Bonds, 2019 Series B, in the aggregate principal amount of
$30,000,000" (the “2019 Series B Bonds”). The 2019 Series B Bonds will be issued pursuant to the
Montana Housing Act of 1975, as amended (the “Act”). The 2019 Series B Bonds will be issued in order
to acquire Additional Mortgage Loans.

The 2019 Series B Bonds will be issued under and secured by a Trust Indenture, dated
March 10, 1977 (Amended and Restated as of May 1, 1997) (the “Trust Indenture”), between the Board
and Wilmington Trust, National Association (as successor trustee) (the “Trustee”), as amended and
supplemented, and a 2019 Series B Supplemental Trust Indenture, dated as of July 1, 2019 (the
“Supplemental Trust Indenture”), between the Board and the Trustee. The Trust Indenture and the
Supplemental Trust Indenture are referred to herein collectively as the “Indenture.” Bonds issued under
the Trust Indenture are equally and ratably secured by the pledges and covenants contained therein, and all
such bonds, including the 2019 Series B Bonds, are referred to herein as the “Bonds.” The Board has
heretofore issued the following Series of Bonds under the Trust Indenture:

* Preliminary, subject to change.



Principal Amount

Outstanding as of

Series Issued June 1, 2019
1977 Series A $ 21,470,000 -0-
1977 Series B 35,060,000 -0-
1978 Series A 13,600,000 -0-
1987 Series A 20,000,000 -0-
1987 Series B 20,000,000 -0-
1988 Series A 19,998,793 -0-
1997 Series A 91,360,000 -0-
1999 Series A 60,000,000 -0-
2000 Series A 87,695,000 -0-
2000 Series B 71,940,000 -0-
2001 Series A 71,000,000 -0-
2002 Series A 39,000,000 -0-
2002 Series B 52,190,000 -0-
2005 Series A 93,785,000 -0-
2006 Series A 50,560,000 -0-
2006 Series B 72,000,000 -0-
2006 Series C 70,805,000 -0-
2007 Series A 86,015,000 -0-
2007 Series C 50,600,000 -0-
2007 Series D 56,600,000 -0-
2015 Series B 64,400,000 $41,835,000
2016 Series A 64,645,000 52,080,000
2017 Series A 41,900,000 35,290,000
2017 Series B 42,600,000 38,395,000
2018 Series B 50,000,000 49,545,000

$1,335,813,793 $217,145,000

The Board may issue additional Series of Bonds under the Trust Indenture. See “Security
For and Sources of Payment of the Bonds -- Additional Bonds.”

All capitalized terms used in this Official Statement that are not defined herein but are
defined in the Indenture shall have the respective meanings set forth in the Indenture (see “Summary of
Certain Provisions of the Indenture -- Definitions of Certain Terms”). The references to and summaries
and descriptions of the Act, the Indenture, the Bonds and the Program, and the other statutes, instruments
and documents which are included or are referred to in this Official Statement do not purport to be
comprehensive or definitive, and such summaries, references and descriptions are qualified in their
entireties by references to the appropriate statute, instrument or document.

The mortgage loans presently held under the Trust Indenture (the “Existing Mortgage
Loans”) consist of 20-year and 30-year fixed rate mortgage loans insured by the Federal Housing
Administration (“FHA”), guaranteed by the Department of Veterans Affairs (“VA”), the United States
Department of Agriculture, Rural Development (“USDA-RD”) or the United States Department of Housing
and Urban Development (“HUD”) or insured by a policy of private mortgage guaranty insurance (“PMI”)
issued by a provider of private mortgage guaranty insurance approved by the Board (a “PMI Provider”) or
are conventional loans with a loan-to-value ratio below 80% or special program loans held in the Special
Reserve Fund. The Board is not presently purchasing PMI insured mortgage loans. Genworth Mortgage
Insurance Corporation and Mortgage Guaranty Insurance Corporation are the PMI Providers for the PMI
insured Mortgage Loans held under the Indenture. See “Existing Mortgage Loan Portfolio” and
“Appendix A -- Insurance, Guarantees and Foreclosure.” The Board is issuing the 2019 Series B Bonds in
furtherance of its Single Family Program (the “Program”) to provide financing for the purchase of housing
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by lower income persons and families within the State of Montana (the “State”). Under the Program, the
Board will use amounts made available by the issuance of the 2019 Series B Bonds to purchase or reimburse
itself for the purchase of approximately $29,300,000" aggregate principal amount of additional fixed-rate
mortgage loans consisting of first liens on single family, owner-occupied housing, including participations
in such mortgage loans (“Additional Mortgage Loans”). The Board will use a portion of the amounts made
available from the issuance of the 2019 Series B Bonds to purchase or reimburse itself for the purchase of
an additional approximately $800,000" of loans made under its down payment assistance program (“Down
Payment Assistance Loans”) and its various set aside programs, which loans will also constitute Additional
Mortgage Loans. The Down Payment Assistance Loans will be fixed-rate mortgage loans consisting of
second liens on single family owner-occupied housing and are expected to amortize over a period of no
longer than thirty years. The Board’s current Mortgage Purchase and Servicing Guide and related program
documents (the “Guide”) require that Additional Mortgage Loans purchased with amounts made available
by the issuance of the 2019 Series B Bonds (other than Down Payment Assistance Loans) be insured by
FHA or guaranteed by VA, USDA-RD or HUD or have a loan-to-value ratio below 80%. Additional
Mortgage Loans insured by PMI are not presently permitted. The Trust Indenture provides that the Board
may also purchase mortgage pass-through certificates guaranteed as to timely payment of principal and
interest by Fannie Mae, Freddie Mac or the Government National Mortgage Association, backed by
mortgage loans (“Mortgage-Backed Securities”). Mortgage loans backing Mortgage-Backed Securities are
not required to be insured by FHA or guaranteed by VA, USDA-RD or HUD. The Board may also purchase
Additional Mortgage Loans and Mortgage-Backed Securities from recycled moneys under the Program or
from the proceeds of additional Bonds issued under the Indenture. See “Security For and Sources of
Payment of the Bonds,” “Single Family Program” and “Appendix A -- Insurance, Guarantees and
Foreclosure.” The Existing Mortgage Loans and the Additional Mortgage Loans are referred to herein
collectively as the “Mortgage Loans.”

The Mortgage Loans financed by the 2019 Series B Bonds must comply with the provisions
of Section 143 of the Internal Revenue Code of 1986, as amended (the “Code™), and the regulations
promulgated thereunder by the Internal Revenue Service (collectively, “Section 143”), as well as certain
other provisions of the Code. The Indenture and the Guide set forth certain procedures to be followed and
conditions to be met by the Board and Mortgage Lenders to comply with the requirements of Section 143.
See “Single Family Program -- Mortgage Loan Eligibility Requirements.” The Indenture also contains
covenants which, if complied with, will result in compliance with the applicable provisions of the Code. If
such requirements are not met, the interest on the 2019 Series B Bonds may be includable in the gross
income of the owners thereof for federal income tax purposes from the date of issuance of the 2019 Series
B Bonds. See “Tax Status.”

The Bonds are general obligations of the Board payable from any of its revenues, assets or
moneys, subject only to agreements previously or hereafter made with holders of any notes or bonds
pledging particular revenues, assets or moneys. All amounts received with respect to Mortgage Loans or
Mortgage-Backed Securities, interest or income received on investments of moneys held in any fund or
account pursuant to the Indenture (other than the Special Reserve Fund, except to the extent restricted by a
Supplemental Indenture), but not Escrow Payments (as defined below), servicing fees or, unless otherwise
provided in a Supplemental Indenture, commitment fees and financing fees charged to the Lenders by the
Board (collectively, the “Revenues”), are pledged to secure the payment of the Bonds. “Escrow Payments”
mean any payments made in order to obtain or maintain mortgage insurance and fire and other hazard
insurance with respect to Mortgage Loans, and any payments required to be made with respect to Mortgage
Loans for taxes, other governmental charges and other similar charges customarily required to be escrowed.
The Bonds are also secured by a pledge and assignment of the rights and interest of the Board in the
Mortgage Loans and the Mortgage-Backed Securities and a pledge of amounts on deposit in the accounts

* Preliminary, subject to change.
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established under the Indenture, including the Debt Service Reserve Fund, but excluding any rebate
account.

The Indenture permits the Board, upon compliance with certain cash flow and asset tests,
to withdraw certain pledged amounts free and clear of the lien of the Indenture. The Indenture also permits
the Board to withdraw amounts from and to create a lien to secure other obligations of the Board on amounts
held in the Special Reserve Fund, except to the extent restricted by a Supplemental Indenture.

Neither the faith and credit nor the taxing power of the State or of any political
subdivision thereof is pledged to the payment of the principal of or the interest on the Bonds. The
State is not liable for the Bonds, and the Bonds are not a debt of the State. The Board has no taxing
power.

In addition to the Program, the Board is authorized under the Act to engage in certain other
activities. See “The Montana Board of Housing -- Operations to Date” for a description of the Board’s
single family and multi-family programs implemented prior to the date hereof. The proceeds of the Bonds
may not be used to finance any activities of the Board other than the Program.

CONTINUING DISCLOSURE

The Board has covenanted for the benefit of the 2019 Series B Bondholders or beneficial
owners of the 2019 Series B Bonds to provide certain financial information and operating data relating to
the Board not later than 180 days after the end of the Board’s fiscal year and to provide notices of the
occurrence of certain enumerated events no later than ten business days after the occurrence of any such
event to the Municipal Securities Rulemaking Board (the “MSRB”) through its Electronic Municipal
Market Access system. The specific nature of the information to be contained in the Annual Report and
the notices of material events is summarized under “Summary of Certain Provisions of the Continuing
Disclosure Agreement.” These covenants have been made in order to assist the Underwriters in complying
with S.E.C. Rule 15¢2-12(b)(5). In several instances during the past five years information filed with the
MSRB by the Board was not correctly linked to the relevant bonds; the Board has corrected such linkages.
In addition, within the past five years, with respect to its General Obligation Bonds 1998 Series A (the
“1998 Bonds”) and its Multi-Family Mortgage Bonds, 1999 Series A (Montana Preservation Projects) (the
“1999 Bonds”), the Board has failed to include in its reports to the MSRB annual operating data of the type
set forth in the official statement for the 1998 Bonds under Appendix B and annual operating data of the
type set forth in the official statement for the 1999 Bonds under Appendix E; the Board has since filed such
information with the MSRB.

THE MONTANA BOARD OF HOUSING

The Montana Board of Housing, created by the Act, is an agency of the State and operates
within the Housing Division of the Department of Commerce of the State for administrative purposes. The
legislature, in establishing the Board, found that there is a shortage in the State of decent, safe and sanitary
housing which is within the financial capabilities of lower income persons and families. In order to alleviate
the high cost of housing for these persons, the legislature found that it is essential that additional public
moneys be made available through the issuance of revenue bonds to assist private enterprise and
governmental agencies in meeting critical housing needs.

The Act empowers the Board, among other things, to: (i) issue bonds and notes up to a
maximum principal amount outstanding of $1,500,000,000, (ii) make loans to lending institutions under
terms and conditions requiring the proceeds to be used by the lending institution for the making of mortgage
loans for housing developments in the State to persons and families of lower income, (iii) invest in, purchase



or make commitments to purchase mortgages and take assignments from lending institutions of notes,
mortgages, and other securities evidencing loans for the construction, purchase, rehabilitation, leasing or
refinancing of housing developments for persons and families of lower income, (iv) make mortgage loans
to housing sponsors to finance the construction or rehabilitation of housing developments designed and
planned for occupancy by persons and families of lower income in the State, and (v) make mortgage loans
to persons and families of lower income for housing development when the Board determines that mortgage
loans are not otherwise available from private lenders upon reasonably equivalent terms and conditions.

The Montana Supreme Court upheld the constitutionality of the Act in Huber v. Groff, 558
P.2d 1124 (1976). The Court in that case determined generally that (i) the Act was enacted to accomplish
a public purpose, (ii) bonds issued by the Board are not debts of the State for constitutional purposes, and
(ii1)) moneys of the Board are not subject to the State’s unified investment program but are subject to the
restrictions of a trust indenture. Additionally, the Act explicitly restricts the temporary investment of
moneys of the Board to investments permitted by law for State treasury funds.

Under the Act, the Board does not receive appropriations from the State general fund to
pay for the Board’s operating expenses. The Board is not required to submit its budget to the State
Legislature. However, budget information must be submitted to the Governor’s Office of Budget and
Program Planning, which will review operations and charges, projected fund balances, and retained
earnings and submit a report to the Legislature and the Legislature must approve the Board’s fees. The
Board is required to deposit with the State Treasurer the amount budgeted under each of the Board’s
indentures to be used to pay related program expenses for such fiscal year, all subject to the continuing
pledge of such amounts (until used) to the respective bondholders. The Board’s practice generally is to pay
costs allocable to particular bond indentures from funds available for such purpose under such indentures.
The Board is currently funding approximately 50% of its single family housing program general and
administrative costs from amounts available under the Trust Indenture.

The powers of the Board are vested by the Act in seven members who are appointed by the
Governor subject to confirmation by the State Senate. The term of office for a majority of the members
coincides with the four-year term of office of the Governor, and the other members serve four-year terms
expiring in the middle of the Governor’s term. The members of the Board elect the Chairman of the Board
and such other officers as they may determine. Each member of the Board serves until his or her successor
is appointed, confirmed by the Senate and takes office. The members and officers of the Board, the
expiration dates of their respective terms of office and information provided by the members and officers
concerning their current or prior occupations are as follows:



Term Expires

Name Position January Occupation
Pat Melby Board Member and 2021 Attorney, Helena
Chairman

Bob Gauthier Board Member 2023 Consultant and Chairman of
Eagle Bank, Polson

Johnnie McClusky Board Member 2021 Community Development
Officer, First Interstate Bank,
Billings

Jeanette McKee Board Member 2023 Real Estate Agent, Hamilton

Amber Parish Board Member 2021 Sales Assistant, Stewart Title
Company, Billings

Sheila Rice Board Member 2023 Retired Executive Director,
NeighborWorks Great Falls

Eric Schindler Board Member 2021 Certified Public Accountant,
Helena

The staff of the Board consists of 35 full-time equivalents with the following executive
officers:

BRUCE BRENSDAL, Executive Director and Board Treasurer, joined the Board staff in
June, 1995 as Multifamily Program Officer. Mr. Brensdal was appointed Executive Director and Board
Treasurer in July, 2000. In addition, he serves as Administrator of the Housing Division of the Department
of Commerce, which includes the Board and Section 8 programs. Mr. Brensdal previously served as
Revenue Agent with the Montana Department of Revenue for five and one-half years. He has a B.S.B.A.
degree in accounting from Eastern Montana College, Billings and is a Certified Public Accountant.

CHERYL D. COHEN, Operations Manager, joined the Board staff in October 2018. She
serves both the Board of Housing and the Section 8 programs. Ms. Cohen previously served over 8 years
as a Community Development Specialist and Senior Community Development Specialist with the Seattle
Office of Housing. She has over 12 years of affordable housing compliance, property/asset management,
and operations experience in the public and non-profit sectors. Ms. Cohen is certified in low income housing
tax credit compliance and is a Certified Specialist in HUD Occupancy. She has a B.A. in Political Science
from the University of Washington.

GINGER PFANKUCH, Accounting and Finance Manager, joined the Board staff in July
2015. Ms. Pfankuch previously served as an accountant with the State Financial Services Division during
which time she assisted in the preparation of the Comprehensive Annual Financial Statement for the State
of Montana. She has a B.S. in Accounting from the University of Montana and is a Certified Public
Accountant.

VICTORIA BAUER, Home Ownership Program Manager, joined the Board staff in July
2001. Prior to being promoted to program manager in September 2011, Ms. Bauer served as Home
Ownership Program Specialist, Financial Specialist, and as Assistant Accounting and Finance Manager.
Ms. Bauer has an A.A.S. in Accounting from the University of Montana-Helena College of Technology
and is a Certified Housing Development Professional.

MARY K. PALKOVICH, Servicing Program Manager, joined the Board staff in June
2015. Prior to joining the Board staff, Ms. Palkovich served for 13 years at Opportunity Bank, as a
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Mortgage Loan Processor, as a Secondary Market Specialist, and, for the past 10 years, the Loss Mitigation
Specialist/Officer. She has extensive training and continuing education in collections, bankruptcies, credit
reporting, non-performing loans, real estate owned properties, and loss mitigation including conventional
and government programs.

MARY BAIR, Multifamily Program Manager, joined the Board staff in December 1995,
bringing 17 years of experience in banking. Prior to being promoted to program manager in September
2011, Ms. Bair served as Multifamily Assistant Program Manager, a position she held for three years. She
has worked with Low Income Housing Tax Credits, the Board’s Multifamily Loan Program and the Board’s
Reverse Annuity Mortgage Program. Ms. Bair is certified in low income housing tax credit compliance
and is a Certified Housing Development Professional.

The Board receives support services from the State Department of Commerce. Additional
personnel may be employed as determined by the Board in conjunction with the Department of Commerce.

The Board’s general counsel is Luxan & Murfitt, PLLP, Helena, Montana. The Legislative
Audit Division serves as the Board’s independent auditor.

The Board’s office is located at 301 South Park Avenue, Suite 240, Helena, Montana 59601
and the Board’s telephone number is (406) 841-2840. The Board’s website is: http://housing.mt.gov.
Information on the Board’s website is not a part of this Official Statement.

Operations to Date

Existing Indebtedness.

As of March 31, 2019, the Board had issued $3,734,150,799 aggregate principal amount
of single family mortgage revenue bonds, $35,945,000 aggregate principal amount of multifamily mortgage
revenue bonds, $77,992,725 aggregate principal amount of conduit multifamily housing revenue bonds and
obligations, $1,625,000 aggregate principal amount of multifamily general obligation bonds, $2,000,000
aggregate principal amount of single family mortgage revenue bonds (homeownership network pool
program), $497,942 aggregate principal amount of general obligation bonds (teacher’s program) and
$8,940,000 aggregate principal amount of construction loan notes. As of March 31, 2019, $427,405,000
aggregate principal amount of the Board’s single family mortgage revenue bonds, $4,330,000 aggregate
principal amount of the Board’s multifamily mortgage revenue bonds, $61,292,718 aggregate principal
amount of conduit multifamily housing revenue bonds and obligations, $299,910 aggregate principal
amount of the Board’s general obligation bonds (teacher’s program) and $195,000 aggregate principal
amount of multifamily general obligation bonds remained outstanding (including accrued compounded
interest and excluding bonds issued or redeemed after such date). All of the outstanding bonds issued by
the Board (other than the single family mortgage revenue bonds (homeownership network pool) and the
conduit multifamily housing revenue bonds) are general obligations of the Board payable from the
revenues, assets and moneys pledged thereto and from any of the Board’s other revenues, assets and moneys
not specifically pledged to secure other notes or bonds of the Board. See Note 9 to the audited financial
statements of the Board included in Appendix C for a detailed list of the Board’s outstanding indebtedness
as of June 30, 2018.



Funds Available to Finance Mortgage Loans.

On January 17, 2019, the Board issued $40,000,000 aggregate principal amount of its
Montana Board of Housing Single Family Program Bonds, 2019 Series A (the “2019 SF2 Bonds”), thereby
making amounts available to purchase mortgage loans. The Board began to accept loan reservations on
September 21, 2018 for mortgage loans to be purchased with amounts made available by the issuance of
the 2019 SF2 Bonds. As of June 3, 2019, $27,371,252 aggregate principal amount of mortgage loans (157
mortgage loans) at interest rates from 3.75% to 5.25% per annum had been purchased by the Board and the
Board had received reservations from individual borrowers for an additional $10,907,957 aggregate
principal amount of mortgage loans, leaving $1,720,971 unreserved.

As of March 31, 2019, the Board has also set aside approximately $11,718,258 of excess
or recyclable funds under the Board’s single family program indentures to purchase mortgage loans made
pursuant to special programs for single family housing, generally at reduced interest rates. The special
programs for single family housing for which the Board has set-aside funds include the 80% Combined
Program, Score Advantage DPA Program, MBOH Plus DPA Program, Foreclosure Prevention Setaside,
Disabled Access Affordable Homeownership Program, Lot Refinance Setaside, Habitat for Humanity
Setaside, the First Mortgage for Down Payment Assistance Pool, Dream Makers Homebuyer Assistance
Program, Section 184 Indian Home Loan Guarantee Program, Community Land Trust Setasides and the
Reverse Annuity Mortgage Program. The Board may also reserve amounts for additional special programs.
The Board purchased, from various sources, the following aggregate principal amount of mortgage loans
for special programs:

Fiscal Year Approximate Aggregate
Ended June 30 Principal Amount Purchased
2018 $12,796,864
2017 8,323,195
2016 2,275,131
2015 2,207,752
2014 6,254,494

As of March 31, 2019 the Board had purchased approximately $19,626,499 aggregate
principal amount of mortgage loans for special programs in the fiscal year ending June 30, 2019.

The Board has not redeemed single family housing bonds from unexpended proceeds in a
significant amount (over $250,000) since 1993.



Delinquency Experience.

The delinquencies experienced with respect to the Board’s Single Family Programs at the
end of each quarter, beginning in 2015, are as set forth below:

MONTANA BOARD OF HOUSING
DELINQUENCY STATISTICS

(All Single Family Programs)+

NUMBER
OF LOANS % OF LOANS
SERVICED
AT
QUARTER NUMBER OF LOANS DELINQUENT DELINQUENT DELINQUENT
QUARTER END* DELINQUENT** 30-59 DAYS 60-89 DAYS 90+ DAYS
1-2015 5,606 268 (4.78%) 2.27 1.00 1.52
11-2015 5,458 281 (5.15%) 2.16 1.21 1.78
II1-2015 5,386 316 (5.87%) 2.45 1.06 2.36
IV-2015 5,361 314 (5.86%) 2.15 1.25 2.46
1-2016 5,381 254 (4.71%) 1.62 0.91 2.19
11-2016 5,314 262 (4.93%) 1.71 1.00 2.22
1I1-2016 5,245 245 (4.67%) 1.77 0.95 1.94
IV-2016 5,154 245 (4.75%) 2.08 0.76 1.92
1-2017 5,120 192 (3.75%) 1.33 0.78 1.64
11-2017 5,084 176 (3.46%) 1.32 0.73 1.42
I11-2017 5,090 169 (3.32%) 1.45 0.55 1.32
IV-2017 5,064 202 (4.00%) 1.94 0.61 1.44
1-2018 5,108 136 (2.66%) 1.23 0.55 0.88
11-2018 5,185 152 (2.92%) 1.74 0.62 0.58
II1-2018 5,365 163 (3.04%) 1.70 0.78 0.56
IV-2018 5,517 163 (2.95%) 1.58 0.69 0.69
1-2019 5,604 120 (2.14%) 1.11 0.37 0.66

*  Quarters end on March 31, June 30, September 30 and December 31. Data does not include mortgage
loans that are in foreclosure post sale. As of March 31, 2019, 17 mortgage loans were in foreclosure
post-sale.

** Data does not include loans in possible foreclosure. As of March 31, 2019, 36 mortgage loans were
in possible foreclosure and the Board had 1 foreclosed property in inventory.

T Data does not include mortgage loans backing mortgage-backed securities.

As of March 31, 2019, the Board had, since its inception and with respect to all of its single
family mortgage programs, purchased 43,328 mortgage loans. Of the mortgage loans outstanding (other
than mortgage loans backing mortgage-backed securities) on March 31,2019, 2,924 (52.18%) were insured
by FHA, 416 (7.42%) were guaranteed by VA, 1.323 (23.61%) were guaranteed by USDA-RD, 59 (1.05%)
were guaranteed by HUD, 71 (1.27%) were insured by PMI, 222 (3.96%) were uninsured because the loan-
to-value ratio was below 80% when originated and 589 (10.51%) were uninsured second mortgage loans.
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Single Family Housing Programs

In 1977, the Board commenced financing the operations of its single family program
through the issuance of bonds secured under the Trust Indenture. Twenty-six series of bonds in the
aggregate initial principal amount of $1,430,313,793 have been issued under the Trust Indenture. As of
March 31, 2019, bonds issued under the Trust Indenture in the aggregate principal amount of $217,145,000
remained outstanding.

The Board has also issued thirty-one series of bonds in the aggregate principal amount of
$1,753,547,006 to finance its single family program under a trust indenture, dated as of August 16, 1979
(the “SF2 Trust Indenture”). As of March 31, 2019, bonds issued under the SF2 Trust Indenture in the
aggregate principal amount of $151,235,000 remained outstanding.

The Board has also issued nine series of bonds in the aggregate principal amount of
$260,855,000 under a trust indenture, dated as of December 1, 2009, as amended and supplemented (the
“Homeownership Bond Indenture”). As of March 31,2019, bonds issued under the Homeownership Bond
Indenture in the aggregate principal amount of $59,025,000 remained outstanding.

The Board issues mortgage credit certificates at a certificate credit rate of 20% under its
Mortgage Credit Certificate Program. In fiscal year ended June 30, 2018, the Board issued mortgage credits
for $30,441,949 aggregate principal amount of mortgage loans and, as of March 31, 2019, the Board had
issued mortgage credits for mortgage loans in an aggregate principal amount of $23,619,181 in fiscal year
ending June 30, 2019. As of March 31, 2019, $29,652,800 principal amount from the Board’s most recent
mortgage credit certificate election remained unreserved.

The Board makes reverse annuity loans to lower income elderly persons through its
Reverse Annuity Mortgage Program, which the Board funds from its Housing Trust Fund.

Multifamily Housing Programs

The Board finances multifamily housing units in the State through the issuance of bonds
and privately placed obligations, as well as through other programs, including participation in HUD Risk
Sharing Programs. A portion of the Board’s multifamily housing bonds are general obligations of the Board
and a portion are special limited obligations of the Board. See Appendix C — Board Financial Statements,
Notes 9 and 14.

The Board also administers the federal Low Income Housing Tax Credit program in the
State. The Board allocates the federal tax credits and is required to conduct periodic inspections of projects
receiving federal tax credits to assure compliance with the lower income tenant requirements.

FINANCING PLAN*

The 2019 Series B Bonds will be issued to finance Additional Mortgage Loans, including
Down Payment Assistance Loans, and to fund costs of issuance of the 2019 Series B Bonds.

* Preliminary, subject to change.
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DESCRIPTION OF THE 2019 SERIES B BONDS
General Terms

The 2019 Series B Bonds will be dated their date of delivery and will bear interest at the
rates and mature in the amounts and on the dates set forth on the inside cover of this Official Statement,
payable on December 1, 2019 and thereafter semiannually on June 1 and December 1 of each year to their
respective dates of maturity or prior redemption. The 2019 Series B Bonds will be issued as fully registered
Bonds in denominations of $5,000 or integral multiples thereof. Interest on the 2019 Series B Bonds will
be calculated on the basis of a 360-day year and twelve 30-day months.

Book-Entry Bonds

The Depository Trust Company (“DTC”), New York, New York will act as securities
depository for the 2019 Series B Bonds. The 2019 Series B Bonds will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may
be requested by an authorized representative of DTC. One fully-registered Bond certificate will be issued
for each maturity of the 2019 Series B Bonds, each in the aggregate principal amount of such maturity, and
will be deposited with DTC.

DTC, one of the world’s largest securities depositories, 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 issues, 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”). DTC has a Standard & Poor’s rating of
“AA+”. 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.

Purchases of 2019 Series B Bonds under the DTC system must be made by or through
Direct Participants, which will receive a credit for the 2019 Series B Bonds on DTC’s records. The
ownership interest of each actual purchaser of each 2019 Series B Bond (“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. Beneficial Owners are, however, 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 2019 Series B 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
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certificates representing their ownership interests in 2019 Series B Bonds, except in the event that use of
the book-entry system for the 2019 Series B Bonds is discontinued.

To facilitate subsequent transfers, all 2019 Series B Bonds deposited by Direct Participants
with DTC are registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as
may be requested by an authorized representative of DTC. The deposit of 2019 Series B Bonds with DTC
and their registration in the name of Cede & Co. or such other DTC nominee do not effect any change in
beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the 2019 Series B Bonds;
DTC’s records reflect only the identity of the Direct Participants to whose accounts such 2019 Series B
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.

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. Beneficial Owners of 2019 Series B Bonds may wish to take certain
steps to augment the transmission to them of notices of significant events with respect to the 2019 Series B
Bonds, such as redemptions, tenders, defaults, and proposed amendments to the bond documents. For
example, Beneficial Owners of 2019 Series B Bonds may wish to ascertain that the nominee holding the
2019 Series B Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In
the alternative, Beneficial Owners may wish to provide their names and addresses to the registrar and
request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the 2019 Series B Bonds within
a maturity are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each
Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to the 2019 Series B 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 Board 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 2019 Series B Bonds are credited on the record date
(identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on the 2019 Series B Bonds will be made to Cede & Co.,
or such other 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 Board or the Trustee, on 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 such Participant and not of DTC, the Board or
the Trustee, subject to any statutory or regulatory requirements as may be in effect from time to time.
Payment of principal and interest payments to Cede & Co. (or such other nominee as may be requested by
an authorized representative of DTC) is the responsibility of the Board or the Trustee, disbursement of such
payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments to
the Beneficial Owners will be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the 2019 Series
B Bonds at any time by giving reasonable notice to the Board or the Trustee. Under such circumstances,
in the event that a successor depository is not obtained, 2019 Series B Bond certificates are required to be
printed and delivered.

12



The Board may decide to discontinue use of the system of book-entry transfers through
DTC (or a successor securities depository). In that event, 2019 Series B Bond certificates will be printed
and delivered to DTC.

Information in this section concerning DTC and DTC’s book-entry system has been
obtained from sources that the Board believes to be reliable, but the Board takes no responsibility for the
accuracy thereof.

Sinking Fund Redemption®

The 2019 Series B Term Bonds maturing on December 1, 2034 are subject to redemption
in part, by lot, at the principal amount thereof plus accrued interest thereon to the date of redemption, from
sinking fund installments which are required to be made in amounts sufficient to redeem or pay at maturity
the principal amount of such Bonds specified for each of the dates shown below:

Date Amount Date Amount
June 1, 2031 $155,000 June 1, 2033 $185,000
Dec. 1, 2031 160,000 Dec. 1, 2033 195,000
June 1, 2032 170,000 June 1, 2034 200,000
Dec. 1, 2032 175,000 Dec. 1,2034" 210,000

+  Final Maturity.

The 2019 Series B Term Bonds maturing on December 1, 2039 are subject to redemption
in part, by lot, at the principal amount thereof plus accrued interest thereon to the date of redemption, from
sinking fund installments which are required to be made in amounts sufficient to redeem or pay at maturity
the principal amount of such Bonds specified for each of the dates shown below:

Date Amount Date Amount
June 1, 2035 $220,000 Dec. 1, 2037 $265,000
Dec. 1, 2035 230,000 June 1, 2038 275,000
June 1, 2036 235,000 Dec. 1, 2038 285,000
Dec. 1, 2036 245,000 June 1, 2039 300,000
June 1, 2037 255,000 Dec. 1, 20397 310,000

1  Final Maturity.

The 2019 Series B Term Bonds maturing on December 1, 2044 are subject to redemption
in part, by lot, at the principal amount thereof plus accrued interest thereon to the date of redemption, from
sinking fund installments which are required to be made in amounts sufficient to redeem or pay at maturity
the principal amount of such Bonds specified for each of the dates shown below:

Date Amount Date Amount
June 1, 2040 $320,000 Dec. 1, 2042 $380,000
Dec. 1, 2040 330,000 June 1, 2043 395,000
June 1, 2041 345,000 Dec. 1, 2043 405,000
Dec. 1, 2041 355,000 June 1, 2044 420,000
June 1, 2042 370,000 Dec. 1, 20447 435,000

1  Final Maturity.

* Preliminary, subject to change.
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The 2019 Series B Term Bonds maturing on December 1, 2049 are subject to redemption
in part, by lot, at the principal amount thereof plus accrued interest thereon to the date of redemption, from
sinking fund installments which are required to be made in amounts sufficient to redeem or pay at maturity
the principal amount of such Bonds specified for each of the dates shown below:

Date Amount Date Amount
June 1, 2045 $445,000 Dec. 1, 2047 $520,000
Dec. 1, 2045 460,000 June 1, 2048 540,000
June 1, 2046 475,000 Dec. 1, 2048 510,000
Dec. 1, 2046 490,000 June 1, 2049 420,000
June 1, 2047 505,000 Dec. 1, 20497 375,000

+  Final Maturity.

The 2019 Series B Term Bonds maturing on June 1, 2050 (“PAC Bonds”) are subject to
redemption in part, by lot, at the principal amount thereof plus accrued interest thereon to the date of
redemption, from sinking fund installments which are required to be made in amounts sufficient to redeem
or pay at maturity the principal amount of such Bonds specified for each of the dates shown below:

Date Amount Date Amount
Dec. 1, 2029 $250,000 June 1, 2040 $250,000
June 1, 2030 250,000 Dec. 1, 2040 250,000
Dec. 1, 2030 250,000 June 1, 2041 250,000
June 1, 2031 250,000 Dec. 1, 2041 250,000
Dec. 1, 2031 250,000 June 1, 2042 250,000
June 1, 2032 250,000 Dec. 1, 2042 250,000
Dec. 1, 2032 250,000 June 1, 2043 250,000
June 1, 2033 250,000 Dec. 1, 2043 250,000
Dec. 1, 2033 250,000 June 1, 2044 250,000
June 1, 2034 250,000 Dec. 1, 2044 250,000
Dec. 1, 2034 250,000 June 1, 2045 250,000
June 1, 2035 250,000 Dec. 1, 2045 250,000
Dec. 1, 2035 250,000 June 1, 2046 250,000
June 1, 2036 250,000 Dec. 1, 2046 250,000
Dec. 1, 2036 250,000 June 1, 2047 250,000
June 1, 2037 250,000 Dec. 1, 2047 250,000
Dec. 1, 2037 250,000 June 1, 2048 250,000
June 1, 2038 250,000 Dec. 1, 2048 295,000
Dec. 1, 2038 250,000 June 1, 2049 400,000
June 1, 2039 250,000 Dec. 1, 2049 400,000
Dec. 1, 2039 250,000 June 1, 20507 175,000

1  Final Maturity.

At the direction of the Board and prior to the forty-fifth day preceding the due date of each
sinking fund installment, the amounts accumulated for such sinking fund installment may be applied by the
Trustee to the purchase of 2019 Series B Bonds of the maturity otherwise to be redeemed therefrom at
prices not exceeding the applicable redemption price, plus accrued interest, if any, to the date of purchase.

Upon any purchase or redemption of 2019 Series B Bonds (other than by application of
sinking fund installments) for which sinking fund installments shall have been established, an amount equal
to the redemption price applicable on the date on which such sinking fund installments are required is to be
credited toward such sinking fund installments in the same ratio as the total amount of all such 2019 Series
B Bonds so purchased or redeemed bears to the total amount of all such sinking fund installments to be so
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credited, unless the Board directs that the credit be applied toward a part or all of any one or more such
sinking fund installments.

Special Redemption®

Unexpended Proceeds. The Board may, at its option, redeem 2019 Series B Bonds in whole
or in part on any date on or after March 1, 2020 from unreserved amounts in the Program Fund allocable
to the 2019 Series B Bonds and from proceeds in any fund or account allocable to the 2019 Series B Bonds
to the extent allocable to such unreserved amounts in the Program Fund at a redemption price equal to 100%
of the principal amount of the 2019 Series B Bonds to be redeemed (with respect to any PAC Bonds to be
redeemed at a redemption price equal to the initial offering price set forth on the inside cover page), plus
interest accrued to the redemption date. Unless the period for the acquisition of Mortgage Loans and
Mortgage-Backed Securities is extended (to no later than December 1, 2022 in any event), the Indenture
requires that amounts remaining on deposit in the Program Fund allocable to the 2019 Series B Bonds (in
excess of $250,000 in aggregate) be applied to redeem 2019 Series B Bonds on June 1, 2020 (or the date
three months after the extended date) provided that such redemption is not required if the remaining amount
is less than $250,000. The PAC Bonds may be redeemed as described in this paragraph only on a
proportionate basis with all other 2019 Series B Bonds.

Prepayments, Scheduled Principal Payments, Excess Revenues and Reserve Fund
Reductions. The 2019 Series B Bonds will be subject to redemption, at the option of the Board (provided
that Prepayments of Mortgage Loans allocable to the 2019 Series B Bonds shall first be used to redeem
2019 Series B Bonds as described below), prior to maturity as a whole or in part on any date on or after
December 1, 2019 from (a) Prepayments of or scheduled principal payments on Mortgage Loans or
Mortgage-Backed Securities purchased from amounts allocable to any Series of Bonds, (b) Prepayments of
or scheduled principal payments on Mortgage Loans or Mortgage-Backed Securities purchased from
amounts described in (a) above, (c) Revenues allocable to any Series of Bonds to the extent such Revenues
are not required to meet program expenses or debt service on the Bonds or to be transferred to the Debt
Service Reserve Fund to increase the amounts on deposit therein to meet the Debt Service Reserve
Requirement, or (d) amounts transferred to the Revenue Fund from the Debt Service Reserve Fund or the
Special Reserve Fund to the extent such amounts are not needed to meet program expenses or debt service
on the Bonds, in any event at a redemption price equal to 100% of the principal amount of the 2019 Series
B Bonds to be redeemed, plus interest, if any, accrued to the redemption date; provided that Prepayments,
excess Revenues and amounts transferred from the Debt Service Reserve Fund or the Special Reserve Fund
allocable to any Bonds other than the 2019 Series B Bonds may not be used to redeem PAC Bonds in excess
of the Cumulative Redemption Amount set forth below in the Special Redemption Schedule unless no other
2019 Series B Bonds remain Outstanding.

So long as any PAC Bonds remain Outstanding, the Board shall, to the extent permitted by
the Code, apply Prepayments on Additional Mortgage Loans allocable to the 2019 Series B Bonds to the
redemption of the PAC Bonds to the extent necessary to increase the aggregate amount of PAC Bonds
redeemed as described under this paragraph to and including the redemption date to the Cumulative
Redemption Amount for such date set forth on the Special Redemption Schedule set forth below. The
Mortgage Loans allocable to the 2019 Series B Bonds will consist of the Additional Mortgage Loans (or
portions of Additional Mortgage Loans) purchased with amounts in the Program Fund allocable to the 2019
Series B Bonds and any Additional Mortgage Loans made from prepayments of Mortgage Loans allocable
to the 2019 Series B Bonds.

* Preliminary, subject to change.
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Prepayments on Mortgage Loans not required to be applied as described in the preceding
paragraph, excess Revenues and Debt Service Reserve Fund or Special Reserve Fund reductions may be
used to redeem any Outstanding 2019 Series B Bonds (or used for any other purposes permitted by the
Indenture); provided that Prepayments, excess Revenues and Debt Service Reserve Fund or Special Reserve
Fund reductions may not be used to redeem PAC Bonds in excess of the Cumulative Redemption Amount
set forth below in the Special Redemption Schedule unless no other 2019 Series B Bonds remain
Outstanding or required by Federal tax laws.

SPECIAL REDEMPTION SCHEDULE*

Cumulative Total

Date Redemption PAC Bonds
Amount’ Outstanding
July 30, 2019 - $10,770,000
Dec. 1, 2019 - 10,770,000
June 1, 2020 $ 50,000 10,720,000
Dec. 1, 2020 255,000 10,515,000
June 1, 2021 615,000 10,155,000
Dec. 1, 2021 1,125,000 9,645,000
June 1, 2022 1,770,000 9,000,000
Dec. 1, 2022 2,500,000 8,270,000
June 1, 2023 3,210,000 7,560,000
Dec. 1, 2023 3,895,000 6,875,000
June 1, 2024 4,555,000 6,215,000
Dec. 1, 2024 5,190,000 5,580,000
June 1, 2025 5,795,000 4,975,000
Dec. 1, 2025 6,380,000 4,390,000
June 1, 2026 6,945,000 3,825,000
Dec. 1, 2026 7,485,000 3,285,000
June 1, 2027 8,000,000 2,770,000
Dec. 1, 2027 8,495,000 2,275,000
June 1, 2028 8,975,000 1,795,000
Dec. 1, 2028 9,430,000 1,340,000
June 1, 2029 9,820,000 950,000
Dec. 1, 2029 10,185,000 585,000
June 1, 2030 10,485,000 285,000
Dec. 1, 2030 10,755,000 15,000

June 1, 2031 10,770,000 -

T Includes redemption from mandatory sinking fund installments.

In the event 2019 Series B Bonds are redeemed as described under “Special Redemption —
Unexpended Proceeds” above, the amounts on the Special Redemption Schedule shall be reduced on a
proportionate basis.

Payments of mortgage loans are commonly projected in accordance with a prepayment
standard or model. The Special Redemption Schedules are based on Securities Industry and Financial
Markets Association (“SIFMA”) standard prepayments model (see “Projected Weighted Average Lives of

* Preliminary, subject to change.
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PAC Bonds” below) and assumes that Mortgage Loans allocable to the 2019 Series B Bonds are purchased
in accordance with an expected purchase schedule, and the Prepayments of Mortgage Loans allocable to
the 2019 Series B Bonds occur at 90% SIFMA.

The Special Redemption Schedule is based generally on expectations about the timing of
the origination of Additional Mortgage Loans funded with the proceeds of the 2019 Series B Bonds and the
levels of Prepayments expected to be received by the Board from Mortgage Loans allocable to the 2019
Series B Bonds. The Special Redemption Schedule is included to enable potential investors to evaluate the
PAC Bonds.

Transfers. Unexpended proceeds and Prepayments and other moneys on deposit in the
Program Fund may be transferred from the Program Fund to the Redemption Fund for purposes of the
redemptions specified above at any time.

Selection of 2019 Series B Bonds to Be Redeemed. Except as described under
“Unexpended Proceeds” and “Prepayments, Scheduled Principal Payments, Excess Revenues and Reserve
Fund Reductions” under “Special Redemption” above, if less than all of the 2019 Series B Bonds are to be
redeemed in accordance with the foregoing, the 2019 Series B Bonds shall be redeemed from such
maturities (and amounts within a maturity) as the Board shall direct.

Optional Redemption®

The 2019 Series B Bonds maturing on or after June 1, 2029 (other than the PAC Bonds)
are subject to redemption at the option of the Board, on or after December 1, 2028, in whole or in part at
any time, at par plus accrued interest to the date of redemption.

The PAC Bonds are subject to redemption at the option of the Board, on or after December
1, 2028, in whole or in part at any time, at the following redemption prices (expressed as percentages of
principal amount) plus accrued interest to the date of redemption:

Redemption Prices
Period (Expressed as a Percentage
(Both Dates Inclusive) of Principal Amount)

Dec. 1, 2028 through May 31, 2029
June 1, 2029 through November 30, 2029
Dec. 1, 2029 through May 31, 2030
June 1, 2030 through November 30, 2030
Dec. 1, 2030 through May 31, 2031
June 1, 2031 and thereafter 100.000%

In the event of a partial redemption, the Board shall direct the maturity or maturities, and
the amounts thereof, so to be redeemed.

Other Provisions Concerning Redemption

Notice of redemption is to be given not less than 20 nor more than 60 days prior to the
redemption date by mail to the registered owner of any 2019 Series B Bonds or portions thereof to be
redeemed at their last addresses appearing on the registration books of the Trustee. Actual receipt of such

* Preliminary, subject to change.
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notice by the registered owner of any 2019 Series B Bond shall not be a condition precedent to the
redemption of such 2019 Series B Bond.

Any failure on the part of DTC or failure on the part of a nominee of a Beneficial Owner
(having received notice from a DTC Participant or otherwise) to notify the Beneficial Owner of any 2019
Series B Bond to be redeemed shall not affect the validity of the redemption of such 2019 Series B Bond.
(See “Description of the 2019 Series B Bonds — Book-Entry Bonds”).

If less than all the 2019 Series B Bonds of like maturity are to be redeemed, the particular
2019 Series B Bonds or the respective portions thereof to be redeemed will be selected by lot by the Trustee.

The portion of any 2019 Series B Bond of a denomination larger than the minimum
denomination of $5,000 principal amount may be redeemed in the principal amount of such minimum
denomination or a multiple thereof, and for purposes of selection and redemption, any such 2019 Series B
Bond of a denomination larger than the minimum denomination shall be considered to be that number of
separate 2019 Series B Bonds of such minimum denomination which is obtained by dividing the principal
amount of such 2019 Series B Bond by such minimum denomination. If there shall be selected for
redemption less than all of a 2019 Series B Bond, the Board shall execute and the Trustee shall authenticate
and deliver, upon the surrender of such 2019 Series B Bond, without charge to the owner thereof, for the
unredeemed balance of the principal amount of the 2019 Series B Bond surrendered, 2019 Series B Bonds
of like Series and maturity in any of the authorized denominations.

If, on the redemption date, moneys for the redemption of 2019 Series B Bonds or portions
thereof, together with interest to the redemption date, shall be held by the Trustee so as to be available
therefor on said date and if notice of redemption shall have been given as aforesaid, then, from and after
the redemption date interest on the 2019 Series B Bonds or portions thereof so called for redemption shall
cease to accrue.

Subject to the terms and conditions set forth in the Indenture and prior to the mailing by
the Trustee of a notice of redemption with respect to 2019 Series B Bonds of any particular maturity, the
Board may direct the Trustee to purchase such 2019 Series B Bonds with available moneys under the
Indenture for cancellation in lieu of redemption. The Trustee shall apply available moneys in accordance
with the Indenture from the Funds and Accounts specified in the Indenture to purchase such 2019 Series B
Bonds.

Projected Weighted Average Lives of PAC Bonds®

The following information is provided in order to enable potential investors to evaluate the
PAC Bonds, which are subject to special mandatory redemption as described under the heading “Special
Redemption” above.

The weighted average life of a bond refers to the average of the length of time that will
elapse from the date of issuance of such bond to the date each installment of principal is paid to the
bondholder weighted by the amount of such installment. The weighted average life of the PAC Bonds will
be influenced by, among other things, the rate at which principal payments (including scheduled payments
and principal prepayments) are made on the Mortgage Loans allocable to the 2019 Series B Bonds.

Prepayments of mortgage loans are commonly projected in accordance with a prepayment
standard or model. The Special Redemption Schedule is based on the SIFMA standard prepayment model.

* Preliminary, subject to change.
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The standard prepayment model is based upon an assumed rate of prepayment each month of then unpaid
principal balance of the mortgage loans. Prepayment speeds are projected as percentages of the standard
prepayment model and are referred to as Prepayment Speed Assumptions (each, a “PSA”). At 0% PSA,
the standard prepayment model assumes no prepayment of mortgage loans. At 100% PSA, the standard
prepayment model assumes an increasingly larger percentage of the mortgage loans prepaying each month
for the first 30 months of the mortgage loans’ lives and then assumes a constant prepayment rate of 6% per
annum of the unpaid principal balance for the remaining life of each of the mortgage loans.

THE PSA DOES NOT PURPORT TO BE A PREDICTION OF THE ANTICIPATED
RATE OF PREPAYMENTS OF THE MORTGAGE LOANS ALLOCABLE TO THE 2019 SERIES B
BONDS. THERE IS NO ASSURANCE THAT THE PREPAYMENTS OF SUCH MORTGAGE LOANS
WILL CONFORM TO ANY OF THE ASSUMED PREPAYMENT RATES.

The following table sets forth projected weighted average lives of the PAC Bonds. They
are based on many assumptions, some of which may not reflect actual results. These assumptions include:
(1) approximately $30,100,000 aggregate principal amount of Additional Mortgage Loans, including
approximately $800,000 aggregate principal amount of Down Payment Assistance Loans, will be allocated
to the 2019 Series B Bonds; (ii) all amounts in the Program Fund allocable to the 2019 Series B Bonds will
be used to acquire Additional Mortgage Loans; (iii) Additional Mortgage Loans allocable to the 2019 Series
B Bonds will be acquired during the period beginning on September 1, 2019 and ending on March 1, 2020;
(iv) none of the money in the Program Fund allocable to the 2019 Series B Bonds will be used to redeem
2019 Series B Bonds pursuant to an unexpended proceeds redemption; (v) all Mortgage Loans allocable to
the 2019 Series B Bonds (other than Down Payment Assistance Loans) will be 30-year mortgage loans
(although the remaining terms of such Mortgage Loans may be less than 30 years because principal
payments on Additional Mortgage Loans may be made before such Mortgage Loans are purchased by the
Trustee); (vi) all Down Payment Assistance Loans will be 30-year mortgage loans; (vii) prepayments of
Mortgage Loans allocable to the 2019 Series B Bonds will not be used to acquire Additional Mortgage
Loans; (viii) the Mortgage Loans allocable to the 2019 Series B Bonds will be prepaid at the indicated
percentage of the PSA; and (ix) the only redemptions of the PAC Bonds that will occur are of the type
described under the headings “Sinking Fund Redemption” and “Special Redemption — Prepayments,
Scheduled Principal Payments, Excess Revenues and Reserve Fund Reductions.” Based on the foregoing
and other assumptions, some or all of which are unlikely to reflect actual experience, the following tables
indicate the projected weighted average life of the PAC Bonds.

Projected Weighted Average Lives (in Years) of PAC Bonds

Projected Weighted Projected Weighted

Prepayment Speed Average Life (in Years) — Average Life (in Years) —

Optional Call Not Exercised* Optional Call Exercised’
0% PSA 20.5 9.3
25% PSA 13.1 8.3
50% PSA 9.0 7.3
75% PSA 6.8 6.4
90% PSA 6.0 5.8
100% PSA 6.0 5.8
200% PSA 6.0 5.8
300% PSA 6.0 5.8
400% PSA 6.0 5.8
500% PSA 6.1 5.8

* Preliminary, subject to change. Assumes December 1, 2028 optional redemption date.
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THE BOARD MAKES NO REPRESENTATION AS TO THE PERCENTAGE OF THE
PRINCIPAL BALANCE OF THE MORTGAGE LOANS ALLOCABLE TO THE 2019 SERIES B
BONDS THAT WILL BE PAID AS OF ANY DATE, AS TO THE OVERALL RATE OF PREPAYMENT
OR AS TO THE PROJECTIONS OR METHODOLOGY SET FORTH UNDER THIS SUBHEADING.

SOURCES AND USES OF FUNDS

The expected sources and uses of funds with respect to the 2019 Series B Bonds are as
follows:

Sources of Funds

2019 Series B Bond proceeds ........c.ccecvieeieeeiiieeniieeiie e $

From Trust Indenture Funds ..o,

03 7: Y TSR $
Uses of Funds
To Program FUnd...........cccooiiiiiiiiiicieceeceeeee e $

COSES OF ISSUAIICE ....vvvvviieeeeieeeeeeeeeee ettt e e e e e e e e e e s esaraeeeeeeeeas
UNAEIWIIEETS” TEE .ttt e e e e eaaae e
TOtAL e e e $

The issuance of the 2019 Series B Bonds will not require the deposit of any additional
amounts in the Debt Service Reserve Fund.

SECURITY FOR AND SOURCES OF PAYMENT OF THE BONDS

Pledge of the Indenture

The Indenture is a contract among the Board, the Trustee and the holders of all Bonds
issued thereunder and its provisions are for the equal benefit, protection and security of the holders of all
such Bonds, each of which, regardless of maturity, is to be of equal rank without preference, priority or
distinction, except as expressly provided in the Trust Indenture.

Payment of the principal or redemption price of and interest on all Bonds is secured by a
pledge of:

(1) the proceeds of the Bonds;
(i1) all of the Board’s interest in the Mortgage Loans and Mortgage-Backed Securities
and any other loans or other assets acquired with moneys or assets subject to the lien of the Trust

Indenture;

(ii1) all Revenues;
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(iv) all moneys and investments in the Funds and Accounts held under the Trust
Indenture (except any Rebate Account); and

(v) any and all other property which is held as additional security under the Trust
Indenture.

Revenues consist of (i) all amounts received by the Board as repayment of principal and
interest on the Mortgage Loans and Mortgage-Backed Securities, including Prepayments, (ii) moneys
deposited in any Fund or Account to secure the Bonds or to provide for the payment of the principal of,
premium or interest on Bonds and (iii) to the extent provided in the Trust Indenture, interest earnings on
moneys in any Fund or Account and all other payments received with respect to Mortgage Loans or
Mortgage-Backed Securities, including the proceeds of mortgage insurance claims (but excluding
commitment fees, service fees and escrow payments and, unless otherwise provided in a Supplemental
Indenture, any income or earnings on amounts credited to the Special Reserve Fund).

Revenues and other amounts in the Revenue Fund may be withdrawn at any time to pay
program expenses. The Indenture also permits the Board, at any time, upon compliance with certain cash
flow and asset tests described below under “Cash Flow Certificates,” to withdraw free and clear of the lien
of the Indenture, amounts in the Revenue Fund and the Program Fund (other than Bond proceeds).

The Bonds are general obligations of the Board secured by and payable from moneys
pledged for the payment thereof under the Indenture, including all revenues, assets and moneys of the Board
not otherwise pledged to the holders of particular notes or bonds of the Board. Neither the faith and credit
nor the taxing power of the State or of any political subdivision thereof is pledged to the payment of the
principal of or the interest on the Bonds. The State is not liable for the Bonds, and the Bonds are not a debt
of the State. The Act does not provide for any future appropriations by the State legislature to any fund or
account established by the Indenture. The Board has no taxing power.

The Board has covenanted to diligently enforce and take all steps necessary to protect its
rights with respect to the Mortgage Loans and the Mortgage-Backed Securities and to enforce all of the

terms, covenants and conditions of the Mortgage Loans and the Mortgage-Backed Securities.

Cash Flow Certificates; Parity Certificates

The Indenture requires the Board periodically, and before taking certain actions, to monitor
its financial position by preparing a certified statement of projected Revenues, program expenses, and debt
service on the Bonds based upon the reasonable expectations of the Board at the time such Cash Flow
Certificate is filed. A Cash Flow Certificate must set forth for the current and each succeeding bond year
in which Bonds are scheduled to be Outstanding:

(1) as to projected Revenues, the amounts of Revenues estimated to be available for
the payment of principal installments and interest when due, derived from all Mortgage Loans and
Mortgage-Backed Securities purchased or financed and reasonably expected to be purchased or
financed from the proceeds of such Bonds or other moneys held under the Trust Indenture, and
derived from the investment of proceeds of all Bonds and Revenues, which estimate shall give

effect to:
(D estimated amounts of Prepayments of Mortgage Loans and
Mortgage-Backed Securities, at the times and in the amounts set forth in the Cash Flow
Certificate;
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2) scheduled payments of principal and interest (less servicing fees) with
respect to Mortgage Loans and Mortgage-Backed Securities, giving effect to the estimated
Prepayments;

3) estimated income receivable from the investment of amounts held in all
funds and accounts under the Indenture (other than amounts in any Rebate Account,
unrestricted amounts in the Special Reserve Fund or amounts in the Special Reserve Fund
restricted for purposes other than payment of Bonds) on the date of the Cash Flow
Certificate, at the times and in the amounts set forth in the Cash Flow Certificate; and

4) amounts held in the Program Fund, the Debt Service Reserve Fund and the
Redemption Fund on the date of the Cash Flow Certificate, plus any amounts in the Special
Reserve Fund restricted therein by a Supplemental Indenture, which are estimated to be
available in accordance with the provisions of the Indenture for payment of principal
installments and interest at times and in amounts set forth in the Cash Flow Certificate
(assuming that the Debt Service Reserve Fund is at no time drawn below its requirement);

(i1) as to Program Expenses, the annual budget or amended annual budget most
recently on file with the Trustee less the amount withdrawn prior to the date as of which the Cash
Flow Certificate is delivered to pay program expenses for the current bond year pursuant to the
Indenture; and

(i)  as to debt service on the Bonds, the due dates and amounts of all principal
installments of and interest on Outstanding Bonds, including any additional Bonds to be issued and
Outstanding on such date and excluding Bonds, if any, which it is reasonably expected will no
longer be Outstanding on such date and interest, if any, which will not thereafter be payable from
Revenues as a result of defeasance in accordance with the provisions of the Indenture;

except that (y)to the extent specified in a Supplemental Indenture, any additional fund or account
established in said Supplemental Indenture shall not be taken into account when preparing such Cash Flow
Certificate and (z) amounts credited to the Special Reserve Fund shall not be taken into account unless
directed by the Board and upon the written consent of the Rating Agency. The Cash Flow Certificate shall
set forth the assumptions upon which the estimates therein are based, which assumptions shall be based
upon the Board’s reasonable expectations at the time such Cash Flow Certificate is filed and which Cash
Flow Certificate shall contain similar assumptions as required by the Rating Agency (unless otherwise
waived by the Rating Agency) in the most recent Cash Flow Certificate filed by the Board with the Trustee.
Upon filing a Cash Flow Certificate with the Trustee, the Board shall thereafter administer the Program and
perform its obligations under the Trust Indenture in accordance, in all material respects, with the
assumptions set forth in such Cash Flow Certificate. Except with respect to actions being taken
contemporaneously with the delivery of a Cash Flow Certificate, facts reflected in a Cash Flow Certificate
may be as of a date or reasonably adjusted to a date not more than 180 days prior to the date of delivery of
such Cash Flow Certificate.

The Board shall file a Cash Flow Certificate (i) prior to or concurrent with the issuance or
conversion (i.e., in conjunction with the resetting of the interest rate thereon) of any Series of Bonds, (ii) on
or within 60 days after any June 1, if a Cash Flow Certificate has not been filed within the prior year or
within 60 days of the last day of such longer period as the Board shall adopt, provided that the adoption of
such period shall not, in and of itself, adversely affect the Rating Quality on the Bonds, (iii) upon purchase
or redemption of Bonds in a manner other than as contemplated in the most recent Cash Flow Certificate
filed by the Board with the Trustee and (iv) at such other times as required by the Indenture or as may be
required by a Supplemental Indenture, and may file a Cash Flow Certificate at any time in its discretion;
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provided that the Board is not required to file a Cash Flow Certificate as aforesaid if the Board certifies to
the Trustee that the assumptions for the most recently filed Cash Flow Certificate are still correct, and in
the case of (ii) above if a Cash Flow Certificate has not been filed within the prior year each Rating Agency
is notified of the Board’s intention to not prepare a new Cash Flow Certificate and does not object to the
same within 10 days, in which case such most recently filed Cash Flow Certificate shall be deemed a newly
filed Cash Flow Certificate as required aforesaid. The listing of Revenues from Mortgage Loans,
Mortgage-Backed Securities and Authorized Investments is to be supported, at the request of the Trustee,
by a schedule identifying the Mortgage Loans, Mortgage-Backed Securities and Authorized Investments
by maturity and interest rate. The Board must also, at the request of the Trustee, supply a schedule showing
the sources and applications of funds used, including amounts used to pay or redeem Bonds, transferred
between Funds, and used to pay costs of issuance and capitalized interest.

In the event the Board shall at any time file with the Trustee a Parity Certificate, and a Cash
Flow Certificate projecting Revenues sufficient to pay Program Expenses and Accrued Debt Service when
due in each Bond Year, taking into account the use or release of any moneys, Mortgage Loans or
Mortgage-Backed Securities, the Trustee may, upon receipt of a Board request, use all or any part of such
excess for any purpose specified by the Board and in accordance with the Act, or transfer all or any part of
the amount of such excess to the Special Reserve Fund or to the Board, free and clear of the lien and pledge
of the Indenture, for any housing programs of the Board.

“Parity Certificate” means a certificate, giving effect to any action contemplated to be taken
in connection with the filing thereof, showing that (a) the sum of (i) the moneys, Authorized Investments
and Reserve Equivalents then credited to the Program Fund, the Revenue Fund (but excluding moneys held
therein for the payment of interest on Outstanding Bonds or Program Expenses), the Debt Service Reserve
Fund and the Redemption Fund (but not including any moneys or Authorized Investments held therein for
the payment of Bonds no longer deemed Outstanding under the Indenture), (ii) the unpaid principal amount
of all Mortgage Loans and Mortgage-Backed Securities credited to the Program Fund and (iii) such other
amounts, if any, as may be specified by a Supplemental Indenture (which may be part or all of the assets in
the Special Reserve Fund), equals or exceeds (b) an amount equal to 102% (or such lesser percentage as
does not adversely affect the Rating Quality of the Bonds) of the principal amount of Outstanding Bonds
of all Series.

Debt Service Reserve Fund

The Board has also established a Debt Service Reserve Fund for the Bonds. The Indenture
provides that the Board may not issue any additional Series of Bonds unless, upon the issuance and delivery
of such Bonds, the amount in the Debt Service Reserve Fund is at least equal to the Debt Service Reserve
Requirement.

“Debt Service Reserve Requirement” means, as of any date of calculation, the aggregate
of the amounts specified, if any, as the Debt Service Reserve Requirement in each Supplemental Indenture
for Outstanding Bonds. The Debt Service Reserve Requirement for the 2019 Series B Bonds will be 3%
of the Outstanding 2019 Series B Bonds.

The Indenture requires that if on any bond payment date there is not a sufficient amount
available in the Revenue Fund, the Special Reserve Fund, the Redemption Fund or the Program Fund
available for such purpose, to pay the principal, sinking fund installments and interest due on the Bonds,
the Trustee must apply amounts from the Debt Service Reserve Fund to the extent necessary to make good
the deficiency. Amounts in the Debt Service Reserve Fund may also be withdrawn to pay taxes, insurance,
foreclosure fees and repairs to the residence and similar expenses incurred by the Board in connection with
any protection and enforcement of its rights with respect to any Mortgage Loan. Amounts in the Debt

23



Service Reserve Fund in excess of the Debt Service Reserve Requirement may be transferred to other Funds
or Accounts.

The Debt Service Reserve Fund is not an account or a subfund within, or in any way related
to, the state capital reserve account referred to in the Act. The Debt Serve Reserve Requirement is not a
“minimum capital reserve requirement” within the meaning of the Act.

Additional Bonds

The Board is not permitted to issue any obligations or create any indebtedness which will
be secured by a superior or equal charge or lien on the Revenues pledged under the Indenture, except that
various Series of Bonds may be issued as provided in the Indenture on a parity with the Bonds of all other
Series, secured by an equal charge and lien on the Revenues and payable equally therefrom. As a condition
to the issuance of additional Bonds, the Board must, among other things, deliver to the Trustee a Cash Flow
Certificate which projects Revenues sufficient to pay program expenses and debt service on the Bonds
when due in each bond year and written verification from each Rating Agency (i) that the rating on such
Series of Bonds is not lower than the Rating Quality of the Bonds Outstanding prior thereto, or (ii) to the
effect that the issuance of such Series of Bonds will not, in and of itself, adversely affect the Rating Quality
of any Outstanding Bonds of any prior Series of Bonds. No such Series of Bonds may be issued unless the
principal amount of all Bonds issued or to be issued will not exceed any limitation imposed by law and
unless, upon the issuance of such Bonds, the amount credited to the Debt Service Reserve Fund will not be
less than the Debt Service Reserve Requirement. The Board has reserved the right to issue obligations
secured by the Special Reserve Fund and obligations not secured under the Indenture.

“Rating Agencies” or each “Rating Agency” means Moody’s Investors Service, Inc.
(“Moody’s”) and Standard & Poor’s Ratings Services, a Standard & Poor’s Financial Services LLC
business (“S&P”), or any other nationally recognized rating agency approved by the Board.

“Rating Quality” means, with respect to any Series of Bonds, having terms, conditions
and/or a credit quality such that the item stated to be of “Rating Quality” will not, as confirmed in writing
received by the Trustee from each Rating Agency, impair the ability of the Board to maintain the then
existing rating or ratings received from each Rating Agency with respect to the Bonds, and if not with
respect to a particular Series of Bonds, will not cause either Rating Agency to lower or withdraw the ratings
it has assigned to the Bonds; provided that for such purposes the ratings assigned to the Bonds shall not be
required to exceed “Aa2” by Moody’s and “AA” by S&P.

ASSUMPTIONS REGARDING REVENUES, DEBT SERVICE
REQUIREMENTS, OPERATING EXPENSES AND
CERTAIN OTHER MATTERS

The Board expects payments of principal and interest on the Mortgage Loans and the
Mortgage-Backed Securities, together with Prepayments to be received by the Board with respect to
Mortgage Loans and Mortgage-Backed Securities and income expected to be derived from the investment
of moneys in funds and accounts established pursuant to the Indenture, to be sufficient to pay the interest
on, principal of and sinking fund installments for the Bonds and the costs of operating the Program. Certain
assumptions have been made as to the range of variation in the generation of Revenues from such sources
in order to determine the effect of such variation on the sufficiency of Revenues to pay debt service on the
Bonds. The Board has reviewed these assumptions and concluded that they are reasonable, but cannot
guarantee that actual results will not vary materially from those projected. To the extent that (i) Additional
Mortgage Loans and Mortgage-Backed Securities are not purchased at the times anticipated by the Board,
or are not purchased at all, (ii) Mortgage Loans and Mortgage-Backed Securities purchased by the Board
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are not paid on a timely basis in accordance with their terms, (iii) the rate of receipt of Prepayments is either
more rapid or less rapid than that projected, or (iv) actual investment income differs from that estimated by
the Board, the moneys available may be insufficient for the payment of debt service on the Bonds and
operating expenses of the Program.

Payments on Mortgage Loans and Mortgage-Backed Securities, whether from scheduled
monthly installments or from Prepayments, together with Revenues generated as investment income on the
funds held under the Indenture, are assumed to be the primary source of revenue. All Additional Mortgage
Loans are assumed to amortize as thirty-year, fixed-rate mortgages.

The Board anticipates that there will be some delinquent Mortgage Loan payments and
foreclosed Mortgage Loans. In addition, physical damage to the residences securing the Mortgage Loans
may exceed the limits of, or be caused by a peril not insured under, the standard hazard insurance policies
insuring such residences, thereby diminishing the value of the Mortgage Loans securing the Bonds. The
Board believes that it is reasonable in assuming that at all times the balance in the Debt Service Reserve
Fund will enable it to make timely debt service payments on the Bonds and absorb any losses on foreclosed
Mortgage Loans for which mortgage guaranty or insurance or standard hazard insurance proceeds are
insufficient.

The Board has established a maturity and sinking fund installment schedule for the 2019
Series B Bonds based on scheduled amortization payments on the Mortgage Loans allocable to the 2019
Series B Bonds and other available Revenues, assuming no Prepayments of such Mortgage Loans. If
Prepayments occur and the Board does not use such amounts to purchase Additional Mortgage Loans, a
portion of the Bonds is likely to be redeemed pursuant to the special redemption provisions of the Indenture.
See “Description of the Bonds -- Special Redemption.” The Board anticipates that a portion of the
Mortgage Loans will be partially or completely prepaid or terminated prior to their respective final
maturities as a result of events such as sale of the residence, default, condemnation or casualty loss, or
noncompliance with the Program, including the requirements of the Code. There is no reliable basis for
predicting the actual average life of the Mortgage Loans. The Board does, however, anticipate prepayment
of a number of Mortgage Loans and it is probable that the 2019 Series B Bonds will have a substantially
shorter life than their respective stated maturities.

The Board believes these assumptions are reasonable, but cannot guarantee that actual
results will not vary materially from such assumptions. If subsequent events do not correspond to such
assumptions, the amount of revenues from Mortgage Loans and Mortgage-Backed Securities, investment
earnings and insurance or guaranty proceeds available for the payment of principal of, sinking fund
installments for and interest on the 2019 Series B Bonds and costs of operating of the Program may be
adversely affected.

Amounts allocable to the 2019 Series B Bonds may be invested pursuant to one or more
collateralized repurchase agreements constituting Authorized Investments.

Delays after Defaults on Mortgage Loans

In the event that a mortgagor defaults in the payment of a Mortgage Loan and the Board
institutes foreclosure proceedings, there will be certain required time delays which, should they occur with
respect to a sufficient number of Mortgage Loans, could disrupt the flow of revenues available for the
payment of principal of, sinking fund installments for and interest on the Bonds. These time delays derive
from the procedures applicable to the collection of mortgage insurance or guarantees as well as those
required under Montana law for the enforcement of rights of mortgagees. Those procedures and their effect
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on the Board’s ability to collect on defaulted Mortgage Loans are described in “Appendix A -- Insurance,
Guarantees and Foreclosure.”

Nonorigination of Additional Mortgage Loans

Competition in making real estate loans in the State of Montana normally comes primarily
from savings and loan associations, commercial banks and other mortgage lenders in the area. One of the
principal factors in competing for real estate loans is the interest rate charged to the mortgagor. While the
Board expects the Additional Mortgage Loans will be made at less than current prevailing market rates,
market interest rates on other available mortgage loans could decline and become competitive with and
possibly more attractive than the Additional Mortgage Loans. If interest rates on other available mortgage
loans decline substantially, the Board may not be able to purchase Additional Mortgage Loans. The Board
may make financing available for mortgage loans through additional qualified mortgage bond, mortgage
credit certificate or other single family housing programs. See “The Montana Board of Housing --
Operations to Date.” In the event moneys in the Program Fund allocable to the 2019 Series B Bonds are
not used to purchase Additional Mortgage Loans, the 2019 Series B Bonds are subject to redemption prior
to maturity at par, under certain circumstances. See “Description of the 2019 Series B Bonds -- Special
Redemption.”

Generally, for mortgage loans made from the proceeds of any tax-exempt financing, the
Code requires a payment to the United States from certain mortgagors in the event of a gain upon the sale
of their homes (the “Recapture Provision”). The Recapture Provision requires that an amount determined
to be the subsidy provided by tax-exempt financing be paid to the United States upon disposition of the
home (but not in excess of 50% of the gain realized by the mortgagor). The recapture amount increases
during the first five years of ownership, with maximum recapture occurring if the home is sold during the
fifth year. The recapture amount declines ratably to zero with respect to sales occurring in years six through
nine. The Code excludes from recapture part or all of the subsidy in the case of mortgagors whose incomes
are less than prescribed amounts at the time of the disposition. The Recapture Provision may result in
reduced demand for Additional Mortgage Loans.
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General

EXISTING MORTGAGE LOAN PORTFOLIO

The following tables set forth information with respect to the Existing Mortgage Loans
held under the Trust Indenture:

Principal
Balance

Mortgage Mortgage Balance of Mortgage of Mortgage

Loan Loans Mortgage Loans Loans

Series Rate Purchased” Loans Purchased"-?  Outstanding" Outstanding?
2015 Series B2 0.00-7.50% 2,633 $271,837,086 404 $39,782,648
2016 Series AY 0.00-6.875% 2,258 157,954,838 561 57,603,750
2017 Series A7 3.25-6.00% 811 109,999,147 266 35,345,479
2017 Series BY 0.375-6.50% 982 134,854,432 265 37,028,091
2018 Series B 3.75-5.25% 283 50,089,932 282 49,460,441
Other Series¥¥ 0.00-9.125% 9,602 529,431,787 829 15,150,613
TOTAL 16,569 $1,254,167,222 2,607 $234,371,022
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As of March 31, 2019.

Reflects principal amount of Mortgage Loans when purchased by the Board.

Includes Mortgage Loans made with recycled prepayments.

Includes 1996 Series A, 2006 Series A, 2006 Series B and 2006 Series C Mortgage Loans

Includes 1977 Series A, 1997 Series A-1 and 2007 Series A-1 Mortgage Loans.

Includes 1977 Series B, 1978 Series A, 1987 Series A, 1987 Series B, 1988 Series A, 1990 Series A, 1990
Series B, 1990 Series C, 1991 Series A, 1991 Series B, 2000 Series A, 2000 Series B, 2001 Series A and 2007
Series A-2 Mortgage loans. Includes special program loans made from funds other than bond proceeds held in
the Special Reserve Fund.

Includes 2007 Series B Loans.

Includes 2007 Series C and 2007 Series D Loans.

Delinquency Experience

The delinquencies experienced with respect to Mortgage Loans held under the Trust

Indenture at the end of each quarter beginning in 2015 are set forth below:
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MONTANA BOARD OF HOUSING
DELINQUENCY STATISTICS

(Mortgage Loans Held
Under Trust Indenture)

NUMBER OF % OF LOANS
LOANS
SERVICED AT NUMBER OF
QUARTER LOANS DELINQUENT DELINQUENT DELINQUENT
QUARTER END* DELINQUENT** 30-59 DAYS 60-89 DAYS 90+ DAYS

1-2015 1,711 90 (5.26%) 2.86 0.82 1.58
11-2015 1,650 107  (6.48%) 2.73 1.82 1.94
111-2015 1,634 115 (7.04%) 3.00 1.22 2.82
IV-2015 1,696 105 (6.19%) 2.24 1.06 2.89
I-2016 1,798 85 (4.73%) 1.72 0.95 2.06
11-2016 1,830 91 (4.97%) 1.75 1.04 2.19
111-2016 1,870 83  (4.44%) 1.44 0.96 2.03
IvV-2016 1,907 88 (4.61%) 2.10 0.79 1.73
1-2017 1,960 69 (3.52%) 1.38 0.66 1.48
11-2017 2,006 66 (3.29%) 1.30 0.70 1.30
11-2017 2,086 57 (2.73%) 1.15 0.29 1.29
IvV-2017 2,140 77  (3.60%) 1.82 0.37 1.40
1-2018 2,222 54 (2.43%) 0.90 0.63 0.90
11-2018 2,246 57 (2.54%) 1.51 0.67 0.36
111-2018 2,428 67 (2.76%) 1.48 0.82 0.45
IV-2018 2,574 64 (2.49%) 1.44 0.43 0.62
1-2019 2,607 51 (1.96%) 1.00 0.35 0.61

*  Quarters end on March 31, June 30, September 30 and December 31. Data does not include
Mortgage Loans that are in foreclosure post sale. As of March 31, 2019, 17 Mortgage Loans were in
foreclosure post sale.

** Data does not include Mortgage Loans in possible foreclosure. As of March 31, 2019, 10 Mortgage
Loans were in possible foreclosure and the Board had 1 foreclosed property in inventory.

Loan Insurance

The following table sets forth information with respect to the mortgage insurance
maintained with respect to the Mortgage Loans held under the Trust Indenture as of March 31, 2019.
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Outstanding Percentage

Insurance Number of Principal Percentage of Total of Total
Provider Mortgage Loans Balance (No. of Loans) (Amount)
FHA 1,104 $121,612,199 42.35% 51.89%
VA 155 23,586,393 5.95 10.06
USDA-RD 475 58,508,437 18.22 24.96
HUD 13 1,065,075 0.50 0.46
PMI 64 5,901,493 2.45 2.52
Uninsured Deep-Equity Loans ¥ 203 19,614,181 7.78 8.37
Special Program Loans Z 593 4,083,243 22.75 1.74
TOTAL 2,607 $234,371,022 100.00%* 100.00%*

Y Uninsured deep-equity loans are conventional mortgage loans that have an initial loan-to-value ratio
below 80% and meet special program criteria.

2 Special program loans are made from funds other than bond proceeds and are held in the Special
Reserve Fund. Although pledged to secure the Bonds, such mortgage loans are not required to satisfy
the normal Trust Indenture requirements for mortgage loans and may be released from the lien of the
Trust Indenture at the request of the Board. Of such loans, 576 are down payment and closing cost
assistance second mortgage loans.

¥ Totals may not add due to rounding.

See “Appendix A -- Insurance, Guarantees and Foreclosure” for a description of the
mortgage insurance or guaranty to be maintained with respect to the Mortgage Loans.

SINGLE FAMILY PROGRAM
Introduction

The following describes the Board’s current requirements for mortgage loans financed
under the Program. The Existing Mortgage Loans were required to satisfy the requirements of the Act, the
Code and the Guide when originated and purchased. Such requirements may have differed, however, from
the requirements described below. The Board may apply different requirements and procedures with
respect to the purchase of Additional Mortgage Loans from amounts representing Prepayments of Mortgage
Loans and from amounts made available by the issuance of any additional Series of Bonds under the Trust
Indenture, so long as such requirements satisfy the requirements for Mortgage Loans under the Act, the
Code and the Trust Indenture.

Under the single family program under the Trust Indenture, the Board expects that it will
purchase (or reimburse itself for funds used to purchase) from lending institutions approximately
$30,100,000" aggregate principal amount of newly originated Additional Mortgage Loans, including up to
$800,000" aggregate principal amount of Down Payment Assistance Loans, with amounts made available
by the issuance of the 2019 Series B Bonds. The Mortgage Loans must finance single family housing for
persons and families of lower income, as determined by the Board in accordance with the Act and the Code.
Each Mortgage Loan financed with amounts made available by the issuance of the 2019 Series B Bonds
must be an interest bearing obligation secured by an instrument which constitutes or creates a valid lien on

* Preliminary, subject to change.
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real property held in fee simple or on a leasehold under a lease having a remaining term at the time the
Mortgage Loan is acquired which is at least fifty years.

To be eligible for purchase under the Guide, Mortgage Loans (other than Down Payment
Assistance Loans) must be insured by FHA or guaranteed by VA, USDA-RD or HUD or have a loan-to-
value ratio of 80% or below. The Board presently expects that the Additional Mortgage Loans purchased
with amounts made available by the issuance of the 2019 Series B Bonds will be insured by FHA or
guaranteed by VA, USDA-RD or HUD or have a loan-to-value ratio below 80%. The FHA, VA, USDA-RD
and HUD insurance and guaranty programs and the PMI provided by the PMI Providers are summarized in
Appendix A. The Board has reserved the right, however, to purchase Mortgage-Backed Securities issued
by Fannie Mae, Freddie Mac and GNMA. Mortgage loans backing Mortgage-Backed Securities are not
required to be insured or guaranteed. Additional Mortgage Loans purchased with amounts made available
by the issuance of the 2019 Series B Bonds are to have an initial term of thirty years and are to be payable
in substantially equal monthly installments, consisting of both principal and interest.

The Additional Mortgage Loans purchased with amounts made available by the issuance
of the 2019 Series B Bonds are expected to be made, initially, at interest rates of 3.75%" per annum (up to
5.50%" per annum for certain special program loans), and such Additional Mortgage Loans (other than
Down Payment Assistance Loans) may constitute participations in mortgage loans bearing interest at 0%
per annum. The Board has reserved the right to make Additional Mortgage Loans at higher or lower interest
rates, including the right to acquire participations in Mortgage Loans bearing interest at 0% per annum.
Additional Mortgage Loans (other than Down Payment Assistance Loans) and the Underlying Mortgage
Loans backing the Mortgage-Backed Securities purchased with amounts made available by the issuance of
the 2019 Series B Bonds are to have an initial term of thirty years and are to be payable in substantially
equal monthly installments, consisting of both principal and interest. Down Payment Assistance Loans will
be second lien loans, will be payable in substantially equal monthly installments and are expected to
amortize over a period of no longer than thirty years.

All Additional Mortgage Loans which the Board intends to purchase under the Single
Family Program will be secured by mortgages on single family residential dwellings located in the State
and purchased by persons and families of lower income. See “Mortgage Loan Eligibility Requirements”
below.

Mortgage Loan Eligibility Requirements

Introduction. The Board currently requires that each Mortgage Loan purchased by it with
the amounts made available by the issuance of the 2019 Series B Bonds (i) comply with the requirements
of the Act and the Code, unless exempted by tax law transition rules, and be executed and recorded in
accordance with existing law, (ii) (other than Down Payment Assistance Loans) be secured by a first
mortgage lien on real property within the State, (iii) require the payment of all taxes and casualty and hazard
insurance premiums by escrow, and give the Board the right to make such payments when due and unpaid
with the amount thereof being added to the debt secured by the lien of the mortgage, (iv) be made with
respect to premises which are insured against fire and other hazards as required by the Board on policies
designating the Board as loss payee, and (v) (other than Down Payment Assistance Loans) be insured by
FHA for the unpaid principal amount of the Mortgage Loan, guaranteed by VA, USDA-RD or HUD to the
full extent permitted under VA, USDA-RD or HUD regulations, as applicable. See “Appendix A --
Insurance, Guarantees and Foreclosure”.

* Preliminary, subject to change.
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The Board may sell, assign or otherwise dispose of a Mortgage Loan (i) in default, (ii) in
order to realize the benefits of mortgage insurance with respect to such Mortgage Loan, or (iii) to a
Mortgage Lender in rescission of a sale to the Board pursuant to the Guide.

Income Limitations. All Mortgage Loans which the Board intends to purchase under the
Single Family Program have been or will be made to persons and families of lower income pursuant to the
Act and, if applicable, Section 143 of the Code. The Act defines persons and families of lower income as
persons and families with insufficient personal or family incomes or other financial resources, who require
assistance under the Act, as determined by the Board. This determination must take into consideration:
(1) the total amount of the personal and family income, assets and other financial resources available for
housing needs, (ii) the size of the family, (iii) the eligibility of persons and families under federal housing
assistance programs of any type based on lower income or a functional or physical disability, (iv) the ability
of persons and families to compete successfully in the normal housing market and to pay the amount at
which private enterprise is providing decent, safe, and sanitary housing, (v) the availability and cost of
housing in particular areas, and (vi) the needs of particular persons or families due to age or physical
handicaps.

The maximum family incomes for all borrowers, as established by the Board, currently
range from $70,500 to $104,400 for one or two person families, and from $81,075 to $121,800 for three or
more person families. Income and eligibility standards must be reviewed at least annually and may be
revised by the Board at any time. Limits on income will in no event exceed the maximum levels, if any,
permitted by the Code.

The Code limits the availability of financing of Mortgage Loans from proceeds of the 2019
Series B Bonds to mortgagors whose family income does not exceed 115% (100% for one or two-person
families) of the greater of area or state median income, except with respect to mortgage loans in targeted
areas and high housing cost areas as discussed below. Family income of mortgagors (as well as median
area income) is to be determined under Treasury Department regulations which take into account the
regulations and procedures under Section 8 of the United States Housing Act of 1937, as amended. In
“targeted areas,” as defined in the Code, two-thirds of the mortgage financing provided with the proceeds
of a single family mortgage bond issue must be provided to mortgagors who have family incomes not
exceeding 140% (120% for one or two-person families) of the greater of area or state median income. The
remaining one-third of the net proceeds to provide mortgage loans in targeted areas may be loaned without
regard to income limitations. The Code allows for certain income limit adjustments for any “high housing
cost areas” which may exist in the State. The median family income for the State of Montana is currently
$70,500 and the median family income for certain areas within the State is greater.

Purchase Price Limitations. A Mortgage Loan to be purchased with proceeds of the 2019
Series B Bonds must be made for the purpose of enabling a lower income person or family to acquire or
construct (but not refinance) a home which is to be occupied as the principal residence of such person or
family. In addition, Mortgage Loans financed with the proceeds of the 2019 Series B Bonds must meet all
purchase price limits imposed by the Board. The Code provides that purchase price limitations published
by the Treasury Department may be relied upon, or a different limitation may be used for any area for which
there is more accurate and comprehensive data. The safe harbor limitations in Montana currently range
from $314,832 to $412,857 for both new and existing homes. The maximum purchase prices for all homes,
as established by the Board, currently range from $283,348 to $454,142.

Qualifying L oans. Interest on obligations of a governmental unit, such as the Board, that
are issued to finance single family residences are not included in gross income for federal income tax
purposes only if certain requirements are met with respect to the terms, amount and purpose of the
obligations, the use of funds generated thereby, the nature of the residence and mortgage, and the eligibility
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of the borrower executing the mortgage note. For a description of the requirements of the Code, see “Tax
Status — Mortgage Loan Eligibility Requirements Imposed by the Code” below.

The Board has provided procedures and requirements in the Guide and other Single Family
Mortgage Program documents to ensure compliance with such mortgage eligibility requirements. Under
the terms of the Guide, Mortgage Lenders are required to review each application for mortgage loan
financing to assure that the Mortgage Loan will be eligible for financing under the Code. The Board will
require each borrower to execute a sworn affidavit attesting to compliance with the mortgage eligibility
requirements. Affidavits will also be required from the seller of the property. The mortgage securing each
Mortgage Loan provides that such Mortgage Loan is not assumable except upon prior written approval of
the Board.

Additionally, the Board will require the Mortgage Lenders to follow interpretations and
guidelines of the Board in reviewing the eligibility of the Mortgage Loan, in investigating the borrower’s
application and in verifying that the proposed Mortgage Loan is in compliance with Code requirements. In
addition, the documentation for all Mortgage Loans will be reviewed by the staff of the Board. The Board
believes, and Bond Counsel is of the opinion that, these documentation requirements and procedures are
sufficient for purposes of complying with the mortgage eligibility requirements of the Code. See “Mortgage
Origination and Purchase Procedures” below.

Targeted Area Requirement. The Code requires that a portion of the lendable proceeds of
the 2019 Series B Bonds be made available for owner financing of Targeted Area (defined below)
residences for at least one year from the date of which owner financing is first made available and that the
issuer must proceed with reasonable diligence to place such proceeds in qualified mortgages. See “Tax
Status -- Other Requirements Imposed by the Code.”

Other Requirements. See “Tax Status” for a discussion of other requirements for borrowers
and Mortgage Loans imposed by the Code.

Origination and Purchase Procedures for Mortgage Loans

Mortgage Lender Participation. The Board makes moneys to finance Mortgage Loans
available to a large number of mortgage lenders located throughout the State of Montana.

Mortgage [.oan Reservations. All amounts made available by the issuance of the 2019
Series B Bonds to purchase Mortgage Loans are committed to Mortgage Lenders on a loan by loan, first
come, first served basis. An eligible Mortgage Lender desiring to reserve funds must provide to the Board
in writing or electronically: (i) the name of the Mortgage Lender, (ii) the name and address of the borrower,
(iii) the income of the borrower (with verifications), (iv) whether the residence is existing housing or new
construction, (v) the amount of the loan, (vi) a copy of an executed agreement between the borrower and
seller, (vii) a copy of an executed FHA, VA, USDA-RD or HUD loan application signed by the borrower,
or any other loan applicati