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Volume Cap & State Programs
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2023 Volume Cap:  $120 per capita or 
$358,845,000 minimum for small states.  

Private Activity Volume Cap is allocated by the IRS on a 
state-by-state basis to provide funding for infrastructure 

and housing projects, schools, hospitals, and more

Private Activity Volume Cap Allocation By State

California

Population: 39,237,836
Est. Allocation: $4.7B 

Texas

Population: 29,527,941
Est. Allocation: $3.6B 

South Carolina

Population: 5,190,705
Est. Allocation: $633M 

Rhode Island

Population: 1,095,610
Est. Allocation: $358M

Michigan

Population: 10,050,811
Est. Allocation: $1.2B

2023 Volume Cap:  $120 per capita or 
$358,845,000 minimum for small states.  
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Multifamily Volume Cap Scarcity
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Preserving Volume Cap

• Limit volume cap to 55-60% of aggregate basis 

• Bifurcate transactions that are less than 100% affordable 

• Obtain forward or multi-year volume cap allocation 

• Twinning 4% and 9% deals 

• Use recycled bonds for additional supportable debt above 
amount needed for 50% test 
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State Tax Credit Programs

Information as of February 7, 2023

Source: Tiber Hudson
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State Subsidy Programs

• Real Estate Tax Abatement (varies by jurisdiction)
• Non-profit ownership 

• Local urban renewal designation 

• Certain forms of local debt

• State and Local Subsidy Programs:
• Payment in Lieu of Taxes

• Soft funds
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Current Market Indicators
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Long-Term Rates: Past 10 Years

Source: Bloomberg. Thomson Reuters 
Reflects market conditions as of April 28, 2023
Thomson Reuters Municipal Market Data (MMD) AAA curve is a proprietary yield curve that provides the offer-side of AAA rated state general obligation bonds
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Yield Curve: Taxable UST vs. Tax-Exempt MMD 

Source: Bloomberg. Thomson Reuters 
Reflects market conditions as of April 28, 2023
Thomson Reuters Municipal Market Data (MMD) AAA curve is a proprietary yield curve that provides the offer-side of AAA rated state general obligation bonds
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2 Year Short-Term Yield Curves 
(as of 4/8/2023)

Source: Bloomberg. Thomson Reuters 
Reflects market conditions as of April 28, 2023
Thomson Reuters Municipal Market Data (MMD) AAA curve is a proprietary yield curve that provides the offer-side of AAA rated state general obligation bonds
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FHA Programs &
Short-Term Cash Backed Executions
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Short-Term Cash Backed Bonds with 
Taxable Perm Loan

• Taxable construction and/or perm loans still available in the 
current market at competitive rates including:

• FHA/GNMA (221(d)(4) / 223(f))

• Rural Development (538 / 515)

• Fannie loans (mod/light in-place rehab)

• Other (taxable) State and/or Local loan programs
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Short-Term Cash Backed Bonds with 
FHA Credit Enhancement

Favorable Underwriting Terms for FHA loans (223f/221d4) include:
• 35/40-year full term / amortization

• Non-recourse & integrated construction and perm

• Taxable mortgage loan is funded as needed for sub rehab / new 
construction deals

• FHA debt qualifies for 10-year hold exemption (for acquisition credits)

• Competitive rates still available

• Davis Bacon wages triggered for sub rehab / new construction deals
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Short-Term Rates vs. Reinvestment Rates
12 to 36 Months
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Tax-Exempt Seller Note

• If deal contemplates a long-term seller note or other subordinate 
loan as part of the capital stack, ability to potentially convert all or 
some to tax-exempt financing to meet 50% test by running through 
issuer

• Can allow blending of yields between short- and long-term bonds as 
fixed yield issuance

• This increases the tax-exempt bond yield above the investment yield 
for the term, creating excess earnings that can often be retained 
instead of being rebated to the IRS
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FHA Risk Share Loan Program

• Construction to Perm – Insured advances returned in 2021
• Requires Davis Bacon
• Great to pair with other Federal Dollars

• Able to use with Cash Collateral Structure

• Benefit from the inverted yield curve/arbitrage play

• Market Execution – most competitive rates
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Risk Share Underwriting

Risk Share Underwriting

Debt Service Coverage Ratio 1.15

Loan to Value 90%

Amortization

35 Years (up to 42 

from close)

Term

35 Years (up to 42 

from close)
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Risk Share – Arvada House
Arvada House

Project Type Acquisition/Rehab

Perm Loan Risk share

Construction Loan Insured Advances Risk Share

Issuer CHFA

Location Arvada, Colorado

Par Amount 16,100,000

Construction Term 24 Months

Units 89
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Other Structures
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Forward Tax-Exempt Loan (TEL)

• Freddie Mac / Lender provides forward commitment
• The Initial Funding Lender provides a Funding Loan to the 

Governmental Lender in installments throughout the construction 
phase

• Upon Conversion, the Permanent Lender will purchase the Funding 
Loan from the Initial Funding Lender, and then subsequently sell to 
Freddie Mac shortly thereafter

• 15-18 year loan term
• Eliminates complexities of credit-enhanced, publicly offered bond 

deals
• Competitive loan terms for projects which meet the structure 

parameters
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Cash-Backed Forward

• Works with any Tax-Exempt financing that involves a forward 
commitment from a Permanent Lender to purchase the debt at 
conversion

• Takes advantage of inverted yield curve and provides other 
significant benefits

• Provides positive earnings during Cash-Backed mode, as well as 
additional equity to the project

• Allows Equity Investor to also serve as Construction Lender without 
certain tax implications

• In Texas, significantly reduces interest costs on construction loan 
due to draw down structure
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Case Study: Wintergreen Ridge
Cash-Backed Forward to TEL

Project Overview

Project Type New Construction

Permanent Lender National Bank

Construction Lender National Bank

Issuer Colorado Housing Finance Authority

Location Keystone, CO

Par Amount $12,646,000

Initial Term 24 months

Maturity / Amortization 18 / 40 Years

Units 47
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Case Study: Wintergreen Ridge

Proposed Standard Structure Cash-Backed Forward Structure

Construction Loan Rate*: SOFR + 195 Bps (Taxable) SOFR + 195 Bps (Taxable)

Bond Par Amount: $12,646,000 $12,646,000

Bond Yield: N/A 3.42%

Reinvestment Rate**: N/A 4.60%

Equity Generated From Bond Interest**: $0 $250,000

Retainable Earnings***: $0 $335,000

Additional Costs of Issuance: $0 ($145,000)

Projected Savings: $440,000

Construction Lender and Equity Investor were related, so Construction Loan is taxable under both structures

Reinvestment Income can create additional tax liability to partnership. Confirm with Developer’s accounting firm

Equity generated is estimated to be 35% of interest through the completion date. Subject to approval by Developer’s accounting firm

Subject to bond counsel approval

*

**

***

****
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Fannie Mae Structures
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Combine MTEB with Additional Fannie Mae 
Products for Maximum Value
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Fannie Mae MTEB/MTEM Overview
• Flexible Interest-Only Period; 35-year amortization (40 years for some deals)

• Total Bonds issued in the amount equal to the greater of:

• Permanent Loan – no other series of Tax-Exempt Bonds needed

• 55% of Aggregate Basis – second cash-backed or other series of Tax-Exempt Bonds needed

• Seller note, equity, or other soft funds can be used to securitize cash-backed bonds

• Taxable Supplemental or Tax-Exempt Earn-Out available

• Fully integrated bond and underwriting documents developed by Tiber Hudson can be utilized

• Fannie Mae / Lender provides forward commitment

• Hybrid structure (Immediate/Forward) available for some mod/sub rehab deals

• For new construction or sub-rehab deals – Construction Lender needed prior to conversion

• Bonds initially secured by cash collateral and construction loan funds, then replaced at conversion with MBS

• Negative Arbitrage on Perm amount prior to conversion 

• Fannie to credit 75 bps for Bond related costs 

• Competitive Rates Available: Often results in additional net loan proceeds despite some upfront costs
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Fannie Mae Forward MTEB
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Fannie Mae MTEB/MTEM Variations
• Healthy Housing Rewards/Green Pricing Discount

• Can include preferential pricing and increased loan proceeds

• Earn Outs
• Based on increased value created through the renovation of the project

• Taxable Second Series or Fully Taxable (MTMBS)

• Premium Structure
• Tiber Hudson closed the first taxable premium MTMBS and first tax-

exempt premium MTEB in the U.S.
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Fannie Mae Taxable Forward MTEB
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MTEB / TEL Comparison
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