Moody’s S&P
Ratings: Aal AA+
(See “Ratings” herein)

Interest on the Offered Bonds is included in gross income for federal income tax purposes undeyr
the Code.

Under the Authority’s Act, income on the Offered Bonds, including any profit made on the sale
thereof, is not included in taxable income for purposes of income taxation by the Commonwealth and by
the municipalities and all other political subdivisions of the Commonwealth.

$155,800,000
&\ VIRGINIA HOUSING DEVELOPMENT AUTHORITY
Rental Housing Bonds

V H DA 2011 Series D-Taxable

Maturity
Date Principal Serial or Interest

(Jan. 1) Amount Term Rate CUSIP
2013 $1,500,000 Serial 0.700% 92812QT72
2014 3,650,000 Serial 1.246 92812QT80
2015 3,700,000 Serial 1.593 92812QT98
2016 3,760,000 Serial 1.993 92812QU21
2017 3,840,000 Serial 2.440 92812QU39
2018 3,935,000 Serial 2.790 92812QU47
2019 4,045,000 Serial 3.079 92812QUb54
2020 4,170,000 Serial 3.329 92812QU62
2021 4,310,000 Serial 3.679 92812QU70
2022 4,465,000 Serial 3.779 92812QUSS8
2023 4,635,000 Serial 4.129 92812QU96
2034 68,020,000 Term 5.051 92812QV20
2039 45,770,000 Term 5.251 92812QV38

Price of all Offered Bonds: 100%
Dated Date: Date of Delivery

Principal on the Offered Bonds is payable at maturity or prior redemption. Interest on the Offered Bonds
commences to accrue on the date of delivery thereof and is payable semi-annually on each January 1 and
July 1, commencing July 1, 2012. The Offered Bonds are subject to redemption, without premium, prior to
maturity as described herein. The Offered Bonds are issuable in $5,000 denominations and in integral
multiples thereof. The Offered Bonds will be initially issued and may be purchased only in book-entry form
through the facilities of DTC. U.S. Bank National Association, Minneapolis, Minnesota, is the Trustee.

The Offered Bonds are secured by Mortgage Loans, Investment Obligations, Revenues and other Assets of
the Authority pledged thereto, and are general obligations of the Authority, subject to agreements heretofore
or hereafter made with owners of Authority obligations other than Owners, all as more fully described herein.

The Authority has no taxing power. The Bonds do not constitute a debt or grant or loan of
credit of the Commonwealth, and the Commonwealth shall not be liable thereon, nor shall the
Bonds be payable out of any funds other than those of the Authority.

The Offered Bonds are offered when, as and if issued, subject to prior sale, or withdrawal or modification
of the offer without notice. The Offered Bonds are offered subject to the receipt of the Approving Opinion of
Hunton & Williams LLP, Richmond, Virginia, Bond Counsel to the Authority, as more fully described in “Legal
Matters” herein. Certain legal matters will be passed upon for the Underwriters by their counsel, Kutak Rock
LLP, Atlanta, Georgia. In addition, Hawkins Delafield & Wood LLP will pass on certain matters for the
Authority as its Disclosure Counsel. It is expected that the Offered Bonds will be available for delivery
through DTC in New York, New York on or about December 8, 2011.

Wells Fargo Securities
BB&T Capital Markets BofA Merrill Lynch
Davenport & Company LLC Morgan Keegan Raymond James & Associates, Inc.

November 16, 2011



No dealer, broker, salesman or other person has been authorized by the Authority or the Underwriters to give any
information or to make any representations other than those contained herein and, if given or made, such other information or
representations must not be relied upon as having been authorized. There shall not be any offer, solicitation or sale of the Offered
Bonds by any person in any jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale. Information set
forth herein has been furnished by the Authority and other sources which are believed to be reliable, but is not guaranteed as to
accuracy or completeness by the Underwriters.

The information and expressions of opinion herein speak as of their date unless otherwise noted and 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 Authority since the dates as of which information is given herein.
The Underwriters have provided the following sentence for inclusion in this Official Statement. The Underwriters have reviewed the
information in this Official Statement in accordance with, and as part of, their respective responsibilities to investors under the federal
securities laws as applied to the facts and circumstances of this transaction, but the Underwriters do not guarantee the accuracy or
completeness of such information.
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OFFICIAL STATEMENT
Capitalized terms used in this Official Statement, unless otherwise defined herein, shall have the meanings set
forth in Section 101 of the Rental Housing Bonds Resolution adopted by the Authority on March 24, 1999, as amended

and supplemented to the date hereof (the “Resolution”), which is attached hereto as Appendix A. The following terms
are used in this Official Statement to refer to the Bonds listed below.

Term Referenced Bonds

“BONAS ...ttt ettt Currently Outstanding Bonds, the Offered Bonds and any
Rental Housing Bonds hereafter issued

“Currently Outstanding Bonds” ..........ccccoeveeineinninnencnne Previously issued Rental Housing Bonds presently outstanding
as of the date of this Official Statement

“Offered Bonds” or “Offered Taxable Bonds” ..................... Rental Housing Bonds, 2011 Series D-Taxable

“Taxable BONAS” ......c.cccooeverierieieeeecree et Bonds, including the Offered Bonds, on which interest is
included in gross income for federal income tax purposes

“Tax Exempt Bonds” .........ccceoieieenievierieeresenieeeeeeesvesienne Bonds on which interest is not included in gross income for
federal income tax purposes pursuant to Section 103 of the
Code

“Tax Exempt AMT Bonds” .......cccoveoveeeeviecieieeeeseseeeeenens Tax Exempt Bonds on which the interest is treated as a

preference item in determining the tax liability of individuals,
corporations and other taxpayers subject to the alternative
minimum tax imposed by Section 55 of the Code

“Tax Exempt Non-AMT Bonds”.........cccceoerereeeneeneeenerieennns Tax Exempt Bonds on which the interest is NOT treated as a
preference item in determining the tax liability of individuals,
corporations and other taxpayers subject to the alternative
minimum tax imposed by Section 55 of the Code and is NOT
included in the adjusted current earnings of corporations for
purposes of the alternative minimum tax

“Transitioned 1954 Code Tax Exempt Non-AMT Bonds”.. Tax Exempt Bonds on which the interest is NOT treated as a
preference item in determining the tax liability of individuals,
corporations and other taxpayers subject to the alternative
minimum tax imposed by Section 55 of the Code and is
included in the adjusted current earnings of corporations for
purposes of the alternative minimum tax

This Official Statement is being distributed by the Authority to furnish pertinent information in connection
with the initial offering of the Offered Bonds. The Offered Bonds are being offered hereby pursuant to the Act, the
Resolution, the Bond Limitations Resolution adopted by the Authority on April 5, 2011 (the “Bond Limitations
Resolution”), and the Written Determinations as to the terms of the Offered Bonds (the Resolution, the Bond
Limitations Resolution and such Written Determinations are collectively referred to herein as the “Bond Resolution™).

The Authority adopted the Resolution to issue Bonds, including the Offered Bonds, for the principal purpose
of funding its multi-family housing program, including the Program described below. The Resolution permits the
issuance of additional parity Bonds, and the Authority anticipates that additional parity Bonds will be issued in the
future. The Resolution also permits the Authority to execute Exchange Agreements (such as swap agreements) and
Enhancement Agreements (such as agreements related to bond insurance) under which the Authority’s obligations are
payable from Assets and are treated as Bond Obligations payable from the same sources and on a parity basis with the
Bonds (see “Security — Exchange Agreements and Enhancement Agreements”).

The Code imposes substantial requirements with respect to Tax Exempt Bonds which must be satisfied in
order for the interest on the Tax Exempt Bonds to be excluded from gross income for federal income tax purposes
pursuant to Section 103 of the Code. Any Mortgage Loan financed in whole or in part with proceeds of Tax Exempt
Bonds must comply with Code requirements. The Authority has established procedures under which the Authority
expects such Code requirements can be met (see “Summary of Certain Federal Requirements” in “Tax Matters”). The
Offered Bonds are not Tax Exempt Bonds. Proceeds of the Offered Bonds (see “Description of the Offered Bonds”
below) may be, but are not expected to be, combined with net assets in the Resolution and proceeds of Taxable Bonds
and Tax Exempt Bonds (collectively, the “Other Funds”) to finance Mortgage Loans.



U.S. Bank National Association, Minneapolis, Minnesota, is the Trustee. Except in the event of the occurrence
and continuance of an Event of Default, the Authority may remove and replace the Trustee and may serve in the
capacity of Trustee.

The summaries of and references herein to the Act and the Bond Resolution and other documents and
materials are only brief outlines of certain provisions thereof and do not purport to summarize or describe all the
provisions thereof. For further information, reference is hereby made to the Act and the Bond Resolution and such
other documents and materials for the complete provisions thereof.

DESCRIPTION OF THE OFFERED BONDS

Original proceeds of the Offered Bonds in the amount of $99,170,000 are expected to be used to redeem,
pursuant to the applicable optional redemption provisions, certain outstanding Rental Housing Bonds, the proceeds of
which financed Mortgage Loans (the “RH Refunded Bonds Mortgage Loans”). The balance of the original proceeds in
the amount of $56,630,000 is expected to be used to purchase a similar amount of multi-family mortgage loans from the
Authority’'s VHDA General Purpose Bonds Resolution which will become Mortgage Loans under the Resolution
following such acquisition (the “Acquired GP Mortgage Loans”). The Authority expects to apply such sale proceeds to
redeem certain outstanding VHDA General Purpose Bonds. See Appendix D for a description of the Developments
financed by the Acquired GP Mortgage Loans.

The Offered Bonds shall be issued in the denominations and in the principal amount and shall mature in the
amounts and on the dates set forth on the front cover hereof. Interest on the Offered Bonds shall commence to accrue
on their date of delivery and shall be payable semi-annually on the dates and at the interest rates set forth on the front
cover hereof, calculated on the basis of a 360-day year consisting of twelve 30-day months.

Principal and interest on the Offered Bonds shall be payable to the Owner thereof by check, draft, electronic
funds transfer or other means determined by an Authorized Officer (which payment methodology can vary depending
upon the amount payable, the Owner of such Bond and the usual and customary practices in the securities industry as
determined by an Authorized Officer) in any coin or currency of the United States of America which at the time of
payment is legal tender for the payment of public and private debts.

The Offered Bonds will be initially issued and may be purchased only in book-entry form through the facilities
of DTC. Accordingly, for purposes of the Bond Resolution, the Owner of the Offered Bonds shall be DTC’s partnership
nominee, Cede & Co., and all references herein to the Owners of the Offered Bonds shall refer to Cede & Co., as
aforesaid, and shall not mean the Beneficial Owners of the Offered Bonds as defined in Appendix B. See Appendix B
for a description of DTC and its procedures.

For every exchange or transfer of the Offered Bonds, the Authority or the Trustee may make a charge
sufficient to reimburse it for any tax, fee or other governmental charge required to be paid with respect to such
exchange or transfer.

Special Redemption

The Offered Bonds are subject to redemption, at the option of the Authority, either in whole or in part, at a
Redemption Price equal to 100% of the principal amount thereof on any one or more dates from (i) prepayments, in
whole or in part, of the outstanding principal balances on Mortgage Loans, (ii) original proceeds from the issuance and
sale of Bonds that the Authority determines will not be used to make, purchase, finance or refinance Mortgage Loans
or Authority Property or that will not be used to acquire and finance Investment Obligations on other than a temporary
basis, (iii) the net proceeds from the sale or other disposition (including foreclosure) of Mortgage Loans or Authority
Property, and (iv) proceeds received by the Authority from mortgage insurance, title insurance or hazard insurance
with respect to Mortgage Loans or Authority Property. The amounts set forth in the previous sentence include
amounts derived from the Offered Bonds, Outstanding Bonds and any additional Bonds hereafter issued, except as
otherwise agreed by the Authority. Accrued interest, if any, to the date of redemption will be paid upon redemption.

As the proceeds of the Offered Bonds are expected to be used to redeem outstanding obligations
of the Authority and to purchase existing multi-family mortgage loans from the Authority’s VHDA General
Purpose Bond Resolution, it is anticipated that there will be no unused proceeds of the Offered Bonds that
can be applied to redeem Bonds as described in clause (ii) of the prior paragraph.

If any Mortgage Loan not attributable to Tax Exempt Bonds is prepaid or if proceeds are received by the
Authority from any disposition of such Mortgage Loans or any Authority Property not attributable to Tax Exempt
Bonds, the proceeds of any such prepayment or disposition, at the option of the Authority, may be used to finance new
Mortgage Loans or other Assets, or to retire or redeem Bonds (including the Offered Bonds) or may be transferred to
the Authority’s General Fund, subject to satisfaction of the Revenue Test described below in “Withdrawal of Assets;
Limited Operating Covenants”.

If any Mortgage Loan attributable to Tax Exempt Bonds is prepaid or if any proceeds are received by the
Authority from the disposition of any such Mortgage Loan or any Authority Property attributable to Tax Exempt

2



Bonds, the proceeds of such prepayment or disposition, at the option of the Authority, may be used to redeem such
Tax Exempt Bonds or, transferred to the Authority’s General Fund, subject to satisfaction of the Revenue Test (see
“Withdrawal of Assets; Limited Operating Covenants” below) or, to the extent permitted by the Code, used to finance
new Mortgage Loans or redeem other Bonds (including the Offered Bonds). However, because any Development to be
financed by such new Mortgage Loan must have been identified in the public notice and approved by the Governor
prior to the issuance of the Tax Exempt Bonds in accordance with the requirements of the Code and must satisfy any
other applicable requirements of the Code, the Authority does not expect to use such proceeds of prepayments and
dispositions to finance any such new Mortgage Loans.

Although the Authority could redeem Offered Bonds prior to the July 1, 2021 Optional Redemption
Date (defined below in “Optional Redemption”) as described in clause (i) of the fourth preceding
paragraph with prepayments received prior to that date on Mortgage Loans, including Acquired GP
Mortgage Loans or RH Refunded Bonds Mortgage Loans, the Authority has no present intention to so
redeem any of the Offered Bonds from such prepayments but can give no assurance that it will not do so.

In the event of the foreclosure of any Development, a third party may acquire such Development at the
foreclosure sale. Also, in the event that the Authority shall acquire any Development by foreclosure or deed in lieu of
foreclosure, the Authority may thereafter transfer such Development to a third party. In order to facilitate such
acquisition or transfer, the Authority may finance a new Mortgage Loan to such third party for all or part of the
purchase price of such Development. If the Authority finances a new Mortgage Loan for such acquisition or transfer,
the Authority may, in its discretion, either (i) not redeem any then Outstanding Bonds so that the source of financing
for the Development shall continue to be such Outstanding Bonds or (ii) finance such new Mortgage Loan by issuing
Bonds or other obligations. The financing of such new Mortgage Loan by the issuance of Bonds or other obligations
will result in the receipt by the Authority of proceeds from the disposition of the original Mortgage Loan or Authority
Property. In addition, if the Authority does not provide a new Mortgage Loan to finance the acquisition or transfer of
such Development, such acquisition or transfer will also result in the receipt by the Authority of proceeds from the
disposition of the original Mortgage Loan or Authority Property.

The Authority does not currently anticipate any sales of Mortgage Loans which would result in
special redemption of the Offered Bonds; however, no assurance can be given that no such sales will occur.
See “Withdrawal of Assets; Limited Operating Covenants” below for a discussion of the Authority’s ability to transfer
Mortgage Loans.

Factors which may affect the demand for Mortgage Loans and the amount of prepayments on Mortgage Loans
and consequently the Authority’s ability to use the original proceeds of Bonds and any prepayments on the Mortgage
Loans (as well as any proceeds of any disposition of a Mortgage Loan or Authority Property) for the financing of
Mortgage Loans include not only general economic conditions but also the relationship between alternative mortgage
loan interest rates (including rates on mortgage loans insured or guaranteed by agencies of the federal government,
rates on conventional mortgage loans and the rates on other mortgage loans available from the Authority) and the
interest rates being charged on the Mortgage Loans by the Authority. Accordingly, lower interest rates on such
alternative mortgage loans could cause a lack of demand for Mortgage Loans, could result in prepayments when
permitted by the terms of the Mortgage Loan, and could necessitate the exercise by the Authority of its right to apply
such portions of the original proceeds of Bonds and prepayments on Mortgage Loans (as well as any proceeds of any
disposition of a Mortgage Loan or Authority Property) to redeem the Offered Bonds.

When redeeming Offered Bonds as described in this section entitled “Special Redemption”, the Authority has
complete discretion to select the amount and maturities of Offered Bonds to be redeemed. In so selecting the Offered
Bonds to be redeemed, the Authority expects to consider such factors as it deems relevant at the time to best achieve
its financial and programmatic purposes.

Optional Redemption

The Offered Bonds maturing on or after January 1, 2023, are subject to redemption, at the election of the
Authority, either in whole or in part on any date on or after July 1, 2021 (the “July 1, 2021 Optional Redemption Date”),
at a Redemption Price equal to the principal amount, without premium, of the Offered Bonds to be so redeemed.
Accrued interest, if any, to the date of redemption will be paid upon redemption.

When redeeming Offered Bonds as described above, the Authority has complete discretion to select the
amount and maturities, if more than one maturity may be redeemed, of Offered Bonds to be redeemed. In so selecting
the Offered Bonds to be redeemed, the Authority expects to consider such factors as it deems relevant at the time to
best achieve its financial and programmatic purposes.

Sinking Fund Redemption
The Offered Bonds designated as Term Bonds on the front cover hereof are subject to redemption in part

prior to maturity from mandatory Sinking Fund Installments which are required to be made in the amounts specified
for each of the dates shown below. The Redemption Price shall be the principal amount of the Offered Bonds to be



redeemed. Accrued interest, if any, to the date of redemption will be paid upon redemption. In the event of a partial
redemption of a maturity of Term Bonds (other than in satisfaction of Sinking Fund Installments) or the purchase and
cancellation of less than all of a maturity of Term Bonds, the Authority shall instruct the Trustee as to which Sinking
Fund Installments shall be affected by such redemption or purchase and cancellation.

Offered Bonds Maturing Offered Bonds Maturing
January 1, 2034 January 1, 2039
Sinking Fund Sinking Fund
Installment Date Principal Installment Date Principal
Jan. 1 Amount Jan. 1 Amount
2024 $ 4,830,000 2035 $ 8,240,000
2025 5,040,000 2036 8,670,000
2026 5,270,000 2037 9,130,000
2027 5,620,000 2038 9,610,000
2028 5,800,000 2039* 10,120,000
2029 6,095,000 $45,770,000
2030 6,405,000
2031 6,730,000
2032 7,075,000
2033 7,430,000
2034* 7,825,000
$68,020,000

* Maturity Date
Selection of Bonds for Redemption

If the Offered Bonds are registered in book-entry only form and so long as DTC or a successor securities
depository is the sole registered owner of the Offered Bonds, if less than all of the Offered Bonds of a maturity are
called for redemption prior to maturity, the particular Offered Bonds or portions thereof to be redeemed shall be
selected on a pro rata pass-through distribution of principal basis in accordance with DTC procedures, provided that,
so long as the Offered Bonds are held in book-entry form, the selection for redemption of such Offered Bonds shall be
made in accordance with the operational arrangements of DTC then in effect, and, if the DTC operational
arrangements do not allow for redemption on a pro rata pass-through distribution of principal basis, the Offered Bonds
will be selected for redemption, in accordance with DTC procedures, by lot.

It is the Authority's intent that redemption allocations for the Offered Bonds made by DTC be made on a pro
rata pass-through distribution of principal basis as described above. However, the Authority cannot provide any
assurance that DTC, DTC's direct and indirect participants or any other intermediary will allocate the redemption of
the Offered Bonds on such basis. If the DTC operational arrangements do not allow for the redemption of the Offered
Bonds on a pro rata pass-through distribution of principal basis as discussed above, then the Offered Bonds will be
selected for redemption, in accordance with DTC procedures, by lot. If the Offered Bonds are not registered in book-
entry only form, any redemption of less than all of a maturity of the Offered Bonds shall be allocated among the
registered owners of such Offered Bonds on a pro-rata basis. See Appendix B for a discussion of the redemption
practices of DTC.

Notice to Owners

Notice of any redemption of an Offered Bond will be sent to the Owner thereof at least 20 days, or such lesser
number of days that are permitted by DTC, prior to the date of redemption. Any notice to Owners required pursuant to
the Bond Resolution shall be sent or transmitted, at the Authority’s direction, by mail or other means of physical
delivery, or by facsimile or other electronic means to such Owner at his last address, physical or electronic, set forth in
the Registration Books.

Defeasance

The Bond Resolution provides that if the Authority deposits Defeasance Obligations that provide sufficient
amounts to pay all Bond Amounts due and to become due on the Offered Bonds, such Offered Bonds shall no longer
be deemed outstanding under the Bond Resolution and will be secured solely by such Defeasance Obligations. For
further detail see “Defeasance” under “Summary of Certain Provisions of the Bond Resolution” herein.

Acceleration

Pursuant to the Act, in the event that the Authority shall default in the payment of principal of or interest on
any issue of the Bonds and such default shall continue for 30 days or in the event that the Authority shall otherwise fail
to comply with the provisions of the Bond Resolution, the Owners of 256% in aggregate principal amount of such issue
of Bonds may appoint a trustee to represent the Owners of such issue of Bonds, and such trustee may, and upon
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written request of the Owners of 25% in aggregate principal amount of such issue of Bonds shall, in its name, declare
all such issue of Bonds due and payable.

SECURITY
Pledge of Assets

The Bonds are secured, to the extent and as provided in the Resolution, by a pledge of the Assets, which
consist of Mortgage Loans, Authority Property, Revenues and Investment Obligations, and, to the extent made subject
to the pledge or lien of the Resolution, Enhancement Agreements and Exchange Agreements (see “Summary of Certain
Provisions of the Bond Resolution - Assets and the Pledge Thereof”). The Resolution imposes no requirements on the
Authority as to a minimum amount or type of Assets except for the Revenue Test, as more fully described in
“Withdrawal of Assets; Limited Operating Covenants” herein.

The Resolution permits the Authority to (i) purchase, sell, exchange, transfer and modify Assets, (ii) apply
Assets to the payment of Expenses, and (iii) release Assets from the lien or pledge created by the Bond Resolution
subject only to the satisfaction of the Revenue Test (see “Withdrawal of Assets; Limited Operating Covenants” and
“Summary of Certain Provisions of the Bond Resolution - Withdrawal, Transfer, Sale, Exchange and Modification of
Assets”).

The Authority may from time to time withdraw Assets from the Bond Resolution for deposit in its General
Fund, subject to satisfaction of the Revenue Test. Although the Authority may make such withdrawals, it has not done
so since the date of the financial statements in Appendix E. However, the Authority can give no assurances that it will
not make any future withdrawals.

The Act provides that any pledge made by the Authority is valid and binding from the time such pledge is
made and that the Authority’s interest, then existing or thereafter obtained, in revenues, moneys, mortgage loans,
receivables, contract rights or other property or proceeds so pledged shall immediately be subject to the lien of such
pledge without any physical delivery or further act, and the lien of such pledge shall be valid and binding against all
parties having claims of any kind in tort, contract or otherwise against the Authority, irrespective of whether such
parties have notice thereof. The Act further provides that no instrument by which a pledge is created need be recorded
nor shall any filing be required with respect thereto. The Authority does not expect to record or file any instrument
creating or evidencing the pledge or lien created by the Resolution with respect to any Asset. Except when specifically
required by the Resolution or when convenient in the normal course of business, the Authority does not expect to
physically deliver Assets to the Trustee.

The Resolution does not require the establishment and funding of any debt service reserve fund or any other
reserve fund, and the Authority does not expect to establish and fund any such reserve fund.

Mortgage Loans
General

The Bond Resolution requires that the Mortgage securing each Mortgage Loan must constitute a lien on the
Development financed by the Mortgage Loan, but such lien is not required by the Bond Resolution to be a first lien and
may, therefore, be subordinate to other liens on the Development. It is the policy of the Authority that the security for
the Mortgage Loan be a full fee simple ownership interest; however, under the Act and the Bond Resolution, the
Authority may finance leasehold estates if the term of the lease is at least twice the term of the Mortgage Loan. The
Authority has financed, and may in the future finance, Mortgage Loans secured by leasehold estates of the land or the
Development if the landlord is unwilling or unable to convey its interest as security for the Mortgage Loan.

Generally, the Mortgage Loans bear interest at interest rates that, subsequent to the construction period (if
any), are fixed to maturity and are fully amortizing over the term of the Mortgage Loan, although the Authority has
occasionally structured the Mortgage Loan (and may do so in the future) to have a balloon principal payment due on
the maturity date of the Mortgage Loan if the amount of such balloon principal payment is expected to be less than the
projected value of the Development on the maturity date of such Mortgage Loan.

See “The Program” below for a discussion of the underwriting on Mortgage Loans and the management of
Developments under the Authority’s program of making or purchasing Mortgage Loans and financing Authority
Property pursuant to the Bond Resolution.

Federal Programs and Requirements

Neither the Act nor the Bond Resolution requires that the Mortgage Loans be insured by the federal
government or private mortgage insurance companies or that Developments financed under the Program be entitled to
or eligible for federal assistance (see Appendix C for a description of certain federal programs under which the
Authority has previously financed Developments, and see Appendix D for identification of Developments assisted by
such federal programs). The Authority has issued, and expects to issue in the future, Bonds to finance Developments
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assisted under the Low Income Housing Tax Credit Program described in Appendix C. The Authority does not expect
to issue substantial amounts of Bonds to finance new Developments assisted under the other federal programs
described in Appendix C; however, the Authority has issued, and expects to issue in the future, Bonds to refund bonds
(of the Authority or other governmental entities) which are then financing such Developments, and upon such
refunding the Mortgage Loans on such Developments shall become security for the Bonds (see “Other Programs of the
Authority — Multi-Family Program” for additional information regarding the Authority’s program under which such
Developments were financed). The Authority has issued, and expects to issue in the future, Bonds to finance increases
in the outstanding principal amounts of the Authority’s existing mortgage loans (including Mortgage Loans) on
developments that are assisted under such federal programs and are financed under the Bond Resolution or other
bond resolutions of the Authority, and such mortgage loan increases shall be Mortgage Loans that are security for the
Bonds. In addition, the Authority has issued, and expects to issue in the future, Bonds to finance Mortgage Loans on
developments which are not currently financed by the Authority and which, prior to financing by the Authority, were
assisted under the Section 236 Interest Reduction Payments Program or the Section 8 Program described in Appendix
C and, after such financing, shall continue to receive assistance under such program and to be subject to the rental and
occupancy requirements under such program.

The Housing Assistance Payments Contracts (“Payments Contracts”) providing the federal subsidies for the
Developments under the Section 8 Program have original terms of approximately 30 or 40 years and are scheduled to
expire on or about the maturity dates of their Mortgage Loans in the years 2011 through 2022. Upon such expiration,
the Mortgagor and a Section 8 contract administrator designated by HUD may, with the approval of HUD, enter into
new Payments Contracts with terms not exceeding 20 years, but the annual funding of the subsidy under such new
Payments Contracts will be subject to annual appropriations by the federal government. If the Mortgagor enters into
such new Payments Contract, the Authority may provide a new Mortgage Loan to finance the development, including
the costs of any rehabilitation. Because the continuation of the subsidy under the new Payments Contract is subject to
annual federal appropriations, the Authority underwrites such new Mortgage Loans using the lesser of the contract
rents (“Contract Rents”) under the new Payments Contract or the estimated market rents for the Development. The
Authority has financed, and expects to finance in the future, such new Mortgage Loans. In addition, for certain of the
Section 8 assisted Developments, the Authority has provided, prior to the expiration of the original Payments Contract,
additional Mortgage Loan financing that will mature after the scheduled expiration of such original Payments Contract,
and in certain cases the monthly payments of principal and interest on such additional Mortgage Loan financing may
not commence until the maturity date of the original Mortgage Loan or the expiration of the original Payments
Contract. In underwriting such additional Mortgage Loan financing, the Authority uses the lesser of the Contract Rents
under the original Payments Contract or the estimated market rents for the Development for the period that the
additional Mortgage Loan will be outstanding after the expiration of the original Payments Contract. The Authority
may provide, and expects to provide in the future, such additional Mortgage Loan financing for other Developments.
The above described new Mortgage Loans and additional Mortgage Loans are financed by Bonds and are security for
the Bonds.

The agreements that provide monthly payments of interest to the Authority under the Section 236 Program
Interest Reduction Payments Program, as described in Appendix C, have original terms of 40 years that expire on or
about the maturity dates of the Mortgage Loans. In the case of the Mortgage Loans that originally financed the
Developments assisted under the Section 236 Program Interest Reduction Payments Program, the terms of these
agreements will expire in years 2012 through 2018 as and when the Mortgage Loans are fully paid. However, in the
case of certain other Developments assisted under the Section 236 Program Interest Reduction Payments Program, the
Authority has refinanced the mortgage loans of other lenders that originally financed such Developments, and the
interest reduction payments for those Developments will terminate upon the maturity dates of the mortgage loans that
were so refinanced. These terminations will occur in years 2015 through 2018. Such Mortgage Loans are financed by
Bonds issued under the Bond Resolution and are security for the Bonds. In the case of a Development financed by
such a Mortgage Loan, the interest reduction payments will, prior to such termination date, be applied to pay principal
and interest on a portion of the original principal amount of the Mortgage Loan, and the remaining portion of the
original principal amount of the Mortgage Loan and interest on such portion will be payable over its 30-year term.
Also, in those cases, all or substantially all of the units in each of the Developments are assisted under the Low Income
Housing Tax Credit Program, and except for one such Development the rental assistance payments described in
Appendix C are replaced by rental subsidies under the Section 8 Program pursuant to Payment Contracts having terms
of 20 years, subject to annual federal appropriations, for all or most of the units in such Developments.

See Appendix C for further discussion of the requirements under the Section 8 Program, Section 236 Program
and Low Income Housing Tax Credit Program, including the income limits for tenants occupying the units in the
developments assisted under those Programs.

Authority Income Limits

The Authority has established income limits for the admission of families and persons to Developments.
Under the Authority’s current rules and regulations (which are subject to change), the adjusted family income as
defined by the Authority for admission to a rental unit in a Development may not exceed 150% of the area median gross
income, except that certain developments financed by mortgage loans approved by the Authority prior to November
15, 1991 are subject to a maximum income limit of seven times the total annual rent for such unit including all utilities
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(except telephone) and except as described below regarding “economically mixed” Developments. In addition, the
Authority’s rules and regulations authorize the establishment of lower income limits with respect to a Development in
the resolution of the Authority’s Board approving, or in the commitment for, the Mortgage Loan of such Development.
In the case of certain Developments financed in whole with Tax Exempt Bonds after March 27, 2002, and prior to
January 21, 2004, the Authority established an income limit of 50% of the area median gross income for 50% of the units
and an income limit of 100% (150% if the Development is located in a rural area) of the area median gross income for
the remaining 50% of the units. In the case of certain Developments financed or to be financed by Subsidized Mortgage
Loans described in “The Authority - General Fund and Other Net Assets” below, the Authority has established an
income limit between 50% and 100% (50% or 60% in the case of most Developments) of the area median gross income
for all or a portion (any such portion generally being 40% or 50%) of the units with any remaining units in such
developments subject to an income limit of 150% of area median gross income, except that all of the units in such
Developments located in rural areas are subject to an income limit of 150% of the area median gross income. In the
case of developments financed by such Subsidized Mortgage Loans and assisted under the federal Low-Income
Housing Tax Credit Program, the Authority will apply the income limits that are applicable under such Program. See
“Tax Matters - Summary of Certain Federal Requirements” for income limitations and other requirements as to the use
and occupancy of units under the Code or predecessor federal tax law, and see Appendix C for income limitations
under certain federal programs.

“Economically Mixed” Developments

The Authority may finance “economically mixed” Developments in which a portion of the units (not to
exceed 80%) will not be subject to the Authority’s income limits. The Authority is also authorized to finance in such
Developments non-housing buildings or portions thereof for manufacturing, industrial, commercial, governmental,
educational, entertainment, community development, healthcare or nonprofit enterprises or undertakings. The
Authority has initiated a program for such financings and has developed the following guidelines that will govern the
financing of such “economically mixed” Developments under the program: (i) in the case of Developments receiving
Mortgage Loans financed by Taxable Bonds or net assets of the Authority, (1) for Developments that are 15,000 square
feet or larger, the Development must be in a revitalization area determined by the locality, at least 60% of its income
must be derived from the residential portion of the Development, 20% of the units must target households earning
income of 80% or less of area median income, 20% of the units must target households earning income of 120% or less
of area median income, and the remaining 60% of the units have no income restriction; (2) for Developments under
15,000 square feet, the Development must be in a revitalization area determined by the locality, and the percentage of
income that must be derived from the residential portion and the incomes targeted will be determined by the Authority
on a case-by-case basis; (3) for Developments receiving Mortgage Loans financed by Subsidized Mortgage Loans (see
“The Authority - General Fund and Other Net Assets” below), 30% of the units must target households earning income
of 80% or less of area median income, 20% of the units must target households earning income of 120% or less of area
median income, and the remaining 50% of the units have no income restriction; and (ii) in the case of Developments
receiving Mortgage Loans financed by Tax Exempt Bonds, 20% of the units must target households earning income of
50% or less of area median income, 20% of the units must target households earning income of 120% or less of area
median income, and the remaining 60% of the units have no income restriction.

Delinquencies and Foreclosures; Risk of Loss

In January 1999, the Authority commenced the financing of the Mortgage Loans under the Program. The total
of the original principal amounts of and commitments for such Mortgage Loans was approximately $3.5 billion as of
June 30, 2011 as shown in Appendix D. As of September 30, 2011 the Mortgagors of all of the Developments then
funded under the Program were current in their Mortgage Loan payments, except eight Mortgagors with respect to
eleven Mortgage Loans having an aggregate current principal balance of approximately $15.3 million. The Authority
has commenced foreclosure proceedings on one such Development funded by a Mortgage Loan having a current
principal balance of approximately $7.7 million. As of September 30, 2011, since the inception of the Program, the
Authority had acquired by foreclosure or deed in lieu of foreclosure nineteen Developments financed under the
Program having an aggregate original principal balance of approximately $88 million. As of September 30, 2011, the
Authority owned fifteen of such Developments which are identified in Appendix D by footnote (7) (such
Developments, together with other developments described herein that the Authority has acquired by foreclosure or
deed in lieu of foreclosure, are referred to collectively as the “Owned Developments”) and which, as of their
foreclosure dates, had an aggregate outstanding principal balance of $68 million, and the Authority has sold the other
four of such Developments to third parties. As of September 30, 2011, the Authority had also foreclosed on two
Developments that were purchased by third parties at the foreclosure sales. On October 27, 2011, the Authority
acquired by foreclosure an additional Development financed under the Program having a current principal balance of
approximately $5.4 million (such Development is one of the eleven Mortgage Loans identified above as not being
current in their Mortgage Loan payments). The rental and other income of the Owned Developments is, in many
instances, insufficient to provide a market rate return to the Authority on its capital investment in such Owned
Developments. For Developments experiencing financial difficulties, the Authority may restructure the timing of the
receipt of principal and interest payments on the Mortgage Loan or reduce the interest rate on a temporary or
permanent basis. See “Other Programs of the Authority — Multi-Family Program” under the heading “The Authority”
for the Authority’s experience with multi-family programs similar to the Program.



The Authority conducts quarterly analyses of the risk of loan loss on its portfolio of multi-family mortgage
loans (including the Mortgage Loans) in order to determine the amount to be included in the calculation of the
Authority’s Allowance for Loan Loss for estimated losses on Mortgage Loans under the Program and on multi-family
mortgage loans under other multi-family programs of the Authority. For this analysis, the Authority develops a list of
the multi-family developments that are identified as being at risk of foreclosure and assigns one of four levels of risk
(“high risk,” “medium risk,” “low risk” or “possible”) to each of those at risk multi-family developments based upon a
number of factors, including its mortgage loan payment status and record, its debt service coverage from rental
income, the willingness and ability of the mortgagor to fund mortgage loan payment deficiencies, its physical
condition, the mortgagor’s operation and management of the development, the financial status of any other multi-
family developments that the principals in the mortgagor have financed with the Authority and such other factors as
the Authority determines to be related to the risk of loss. In addition, the Authority estimates the potential loss for
each of the at-risk multi-family developments calculated as the difference between the outstanding principal balance of
the mortgage loan and the value of the development financed by such mortgage loan as determined by the Authority
based upon the amount of debt financing (assumed to be fully amortizing over 30 years with level payments and at the
lesser of the existing interest rate on the Authority’s mortgage loan or the average of the multi-family interest rates
then being offered by the Authority) which could be supported by the net operating income of the development.
Reductions are made in the potential loss for any operating and replacement reserves of the development and for the
value of federal low-income housing tax credits, if any, that may be taken over the balance of the initial 10 years of the
operation of the development. Based on such level of risk and potential loss, the Authority includes an amount for
each such atrisk development in the Authority’s Allowance for Loan Loss. Set forth below is a chart that, as of
September 30, 2011, lists the number of such at-risk developments at each level of risk, the aggregate principal balance
of the mortgage loans financing such developments, and the amount included in the Authority’s Allowance for Loan
Loss for the developments at such risk level.

Amount
Included in
Principal Allowance for
Foreclosure Number of Balance Loan Loss

Risk Level Developments (in millions) (in millions)
High 14 $ 21.3 $8.1
Medium 16 27.6 6.3
Low 24 104.4 7.7
Possible 73 260.9 5.6
TOTAL 127 $414.2 $27.7

The Authority also includes in the Allowance for Loan Loss additional amounts for all other multi-family
developments based upon percentages (ranging from 1% to 5%) of the outstanding principal balances of the mortgage
loans financing such other developments and may include other additional amounts in the Allowance for Loan Loss to
cover risks on multi-family developments not otherwise covered by the above described amounts. The total of all of
the foregoing amounts that were included in the Authority’s Allowance for Loan Loss as of September 30, 2011 is $61.7
million. The Authority’s total Allowance for Loan Loss which includes such total amount and amounts for possible
losses on single family mortgage loans financed by the Authority was $134.4 million as of September 30, 2011. The
Authority may at any time modify the above described analysis and calculations as it shall determine to reflect its risk
of loan loss.

Investment Obligations

The Authority maintains a substantial portion of Assets as Investment Obligations. Eligible Investment
Obligations are set forth in the definition thereof in Appendix A and include (i) any investment (debt or other
contractual obligation or equity interest) which, in the determination of an Authorized Officer, is a suitable investment,
in light of the amount and timing of Bond Obligation payments, the amount of Assets, and the availability of monies to
pay Bond Obligations as they become due, at the time of acquisition thereof, and (ii) certain investments which bear,
or the obligor(s) or guarantor(s) thereof bear, an investment grade rating assigned by a nationally recognized rating
agency. See “Investments” in “The Authority”.

Exchange Agreements and Enhancement Agreements

The Resolution permits the Authority to execute Exchange Agreements (such as swap agreements) and
Enhancement Agreements (such as agreements related to bond insurance) under which the Authority obligations are
payable from Assets and are treated as Bond Obligations payable from the same sources and on a parity basis with the
Bonds (see “Summary of Certain Provisions of the General Bond Resolution - Incurrence of Additional Bond
Obligations”). Any Enhancement Agreements or any Exchange Agreements including those made subject to the pledge
or lien of the Bond Resolution, are subject to the risk that the other parties to such Agreements may not satisfy their
obligations set forth in such Agreements. The Bond Resolution does not establish minimum rating requirements for
such other parties. There are no outstanding Exchange Agreements or Enhancement Agreements under which the
Authority’s obligations are payable from Assets. As of September 30, 2011, approximately $230 million of the
Authority’s Commonwealth Mortgage Bonds are insured, at the request of the Authority, by a third party. The annual
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premium on such insurance is payable from assets attributable to the Commonwealth Mortgage Bonds bond
resolution.

General Obligations of the Authority

The Offered Bonds are also general obligations of the Authority payable out of any of its revenues, moneys or
assets, subject to agreements heretofore or hereafter made with owners of Authority obligations other than the
Owners pledging particular revenues, moneys or assets for the payment thereof. The security provided the Offered
Bonds by the Authority’s general obligation should be evaluated in connection with the performance of other loan
programs of the Authority and such pledging of particular revenues, moneys or assets. See “Other Programs of the
Authority”, “Summary of Revenues, Expenses, and Net Assets”, and “General Fund and Other Net Assets” in “The
Authority”.

The Authority has no taxing power. The Bonds do not constitute a debt or grant or loan of credit of the
Commonwealth, and the Commonwealth shall not be liable thereon, nor shall the Bonds be payable out of any funds
other than those of the Authority. The Authority has not created a capital reserve fund to secure the Bonds, and
therefore, the Bonds are not subject to the provision in the Act that requires the Governor to include in the Governor’s
budget funds to cover any deficiency in the capital reserve funds of the Authority and that authorizes the General
Assembly to appropriate funds therefor.

Sources of Payment

The scheduled payments of Bond Amounts, including the principal of and the interest on the Offered Bonds
and any Enhancement Agreements or any Exchange Agreements that are payable from Assets, have been or are
expected to be based upon the assumed receipt by the Authority of principal and interest or other payments on or with
respect to Mortgage Loans and Investment Obligations, the income received with respect to Authority Property
(excluding such income to be applied to the payment of operating expenses or to be deposited into reserve or escrow
funds for such Authority Property), payments received with respect to any Enhancement Agreement or any Exchange
Agreement pledged as Assets, and net assets of the Authority, including net assets pledged under the Resolution. In so
scheduling such payments of Bond Amounts the Authority has assumed or is expected to assume that no prepayments
of principal will be received with respect to the Mortgage Loans; accordingly, scheduled payments of Bond Amounts
are not expected to be dependent upon the receipt of prepayments of principal with respect to the Mortgage Loans.

The ability of the Authority to pay Bond Amounts, including principal and interest on the Offered Bonds, may
be adversely affected by (i) failure to receive principal and interest or other payments when due or any time thereafter
with respect to Mortgage Loans, Investment Obligations and any Enhancement Agreements and any Exchange
Agreements pledged as Assets, (ii) receipt of income with respect to Authority Property (net of amounts to be applied
to the payment of operating expenses or to be deposited into reserve or escrow funds for such Authority Property) in
amounts less than expected by the Authority, (iii) Mortgage Loans, Authority Property and Investment Obligations and
other Authority assets not being made, financed or acquired at the times, interest rates or prices, as applicable,
contemplated by the Authority or not being made, financed or acquired at all (see “Special Redemption”), and (iv)
receipt of net proceeds from the sale or other disposition of Assets in amounts less than expected by the Authority.
The ability of a Mortgagor to make principal and interest payments on a Mortgage Loan may be adversely affect