
Middle Income Housing – Structuring Ideas
KeyBanc Capital Markets, Inc.

May 1, 2024

1



Disclosure
––

KeyBanc Capital Markets is a trade name under which corporate and investment banking products and services of KeyCorp and its subsidiaries, KeyBanc Capital Markets Inc., Member 
FINRA/SIPC, and KeyBank National Association (“KeyBank N.A.”), are marketed. Securities products and services are offered by KeyBanc Capital Markets Inc. and its licensed securities 

representatives, who may also be employees of KeyBank N.A.. Banking products and services are offered by KeyBank N.A..

This report is prepared for general information purposes only and does not consider the specific investment objectives, financial situation and particular needs of any individual person or 
entity.

KeyBanc Capital Markets Inc. is not acting as a municipal advisor or fiduciary and any opinions, views or information herein is not intended to be, and should not be construed as, advice 
within the meaning of Section 15B of the Securities Exchange Act of 1934. 



Private Activity

Usually 4% LIHTC Projects 

Used to provide special financing 
benefits for qualified projects. 

Public Purpose

(Affects Ownership)

Taxable

Not subject to most use 

restrictions or other tax-exempt 

bond requirements

Restrictions regarding use of 

proceeds and issuance process

Tax-Exempt

Used to finance most facilities 

used for non-profit operations, 

like charities / homeless shelters

501(c)(3)

Used to provide funds for general 

authority-based financing. Examples 

include workforce & recapitalizations

Governmental / 
EHRB / S. 103

Requires 

Volume Cap

Interest 

Rate Benefit

More 

Property 

Restrictions

Housing Bond Types: Legal Flow Chart
––



Exempt Facility Bond 501(c)(3) Bond Governmental Bond Taxable Financing

Types - New Volume Cap

- Recycled Volume Cap

Various, dependent on 

charitable purpose

Typically, Workforce or 

Attainable Housing

N/A

Volume Cap Required Yes No No No

Ownership Requirements None 100% non-profit owned 100% government 

owned

None

Income/Rent Set-Asides 20% at 50% AMI or 

40% at 60% AMI

Depends on Charitable 

Purpose

None None

TEFRA Required Yes Yes No No

LIHTC Eligible Yes, if new volume cap No No No

Other Considerations - 2% COI

- LIHTC

- Application / Timing

- 2% COI

- Private Use Limits

- QMAs Required

- Private Use Limits

- QMAs Required

- Cost of capital

- Sizing metrics

Lenders Banks, Agencies, Private 

Placements, Limited 

Public Offerings

Banks, Agencies, Private 

Placements, Limited 

Public Offerings

Banks, Agencies, Private 

Placements, Limited or 

Public Offerings

Banks, Agencies, 

CMBS, Debt Funds

Comparison of Housing Bond & Taxable Financings



Can either be “Governmental Purpose Bonds” or “Private 
Activity Bonds”, depending on the type of project

Private Activity Bonds require volume cap, generally 
issued within the context of a LIHTC financing

Governmental Purpose Bonds do NOT require volume 
cap. This is relevant for moderate income housing, etc. 

Putting it all together:

Developers can partner with PHAs issuing General 

Revenue bonds to achieve moderate income housing 

solutions that are categorically superior to using traditional 

real estate finance

Most Public Housing Authorities can issue municipal bonds 
similar to other governmental entities

The bonds’ purpose must be allowable by state guidelines 
and the Authority’s charter and bylaws

By pledging its General Revenues, larger or 

sophisticated PHAs can generally attain a strong 

investment grade rating from S&P

This rating allows PHAs to secure funding at superior rates 
when compared to real estate financing

PHAs can issue debt in the municipal markets with 
considerable flexibility
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PHA General Revenue Bonds: Overview
––

Legal Framework is functionally same as JPA or Essential Housing Revenue Bonds

General Revenue Pledge is a Credit Enhancement Structure 



585
Units

In aggregate, 585 
units between the two 
properties. 

$100
Million

Total acquisition cost 
(including costs of 
issuance)

100
Percent

100% of financing 
accomplished by one 
series of tax-exempt 
General Revenue Bonds

A+
Rating

HOME’s General Revenue 
pledge helped the bond 
issuance attain an “A+” 
rating from S&P

4.35
Percent

Total all in borrowing cost 
for a 10-year interest only 
bond with full prepayment 
optionality at year 5
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HOME (the Housing Authority of the City of El Paso) acquired two properties, the Villas at Zaragosa and Tuscany at 
Mesa Hills in December 2023 using bonds enhanced by the Authority’s General Revenue pledge. The financing started in 
September 2023 with a closing in early December 2023. 

Application: HOME [El Paso Housing Authority] 2023
––
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Project Location: Tuscany at Mesa Hills is located in the West El Paso 
area. Tuscany is located 4 miles from the University of Texas at El Paso 
(boasting over 25k students and 3.5k faculty and staff) and one mile from 
new recreational businesses such as Top Golf. 

Property Manager: TAM Residential

Appraised Value: $55.5 million (market rate) 

Purchase Price: $55 million

Underwritten Year 1 NOI: $6.5 million

Income Restrictions: 50% at 80% AMI, 90% at 160% AMI

2023 Occupancy (Market Rate): ~96%

Financial Health Network

Executive Officer

Tuscany at Mesa Hills
––
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Project Location: Villas at Zaragosa is located in the East El Paso area. 
Zaragosa is located about 18 miles away from Fort Bliss and 7 miles from 
an Amazon fulfillment center. 

Property Manager: TAM Residential

Appraised Value: $28.4 million (market rate) 

Purchase Price: $27 million

Income Restrictions: 50% at 80% AMI, 90% at 160% AMI

2023 Occupancy (Market Rate): ~97%

Financial Health Network

Executive Officer

Villas at Zaragosa
––
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Annual Interest Payment: $4.064mm

NOI: $6.03mm (real estate tax exemption) {$6.59mm Projected Y1 w/ CapEx}

I/O Coverage: 1.48x 

Income Restrictions: 50% at 80% AMI, 90% at 160% AMI

Loan Terms: Principal due year 10 (prepayable, in part/whole, in year 5)

Professional Transaction Costs: ~1.6% of total transaction

Financial Health Network

Executive Officer

Project Financing
––



Sole Manager

$122,975,000

 Tax-Exempt Bonds

consisting of:

A+ (S&P)

Housing Authority of the City of 

Everett

Revenue and Refunding Revenue 

Bonds, 2022 (Huntington Park 

Apartments Project) 

Transaction Highlights

 EHA issued governmental purpose General Revenue bonds to 
an existing line of credit from KeyBank

 Short-term financing was used to purchase a large 
market rate property (381 units) about 25 miles north of 
Seattle

 EHA borrowed 15-year debt at an interest cost of 4.22% using 
an “A+” rating from S&P 

 100%+ LTV permanent debt
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Note – does not show balloon payment in 2037 

Debt Service Structure

––
Application: Everett Housing Authority (Sept. 2022) 



Sole Manager

$48,765,000 Tax-Exempt Bonds

$26,300,000 Taxable Bonds

consisting of:

AA- (S&P)

Housing Authority of the City and 

County of Denver

Multifamily Housing Revenue 

Bonds, Series 2023 (Flo Senior 

Apartments)

Above: A Rendering of the Sun Valley Redevelopment 

Transaction Highlights

 General Revenue Bonds provided DHA with construction and 
permanent financing with single bond issuance

 DHA’s General Revenues and Deed of Trust on 
Property secures entire debt issuance

 DHA used its General Revenue Pledge (‘AA-’ S&P rating) to 
achieve fully drawn borrowing costs far below comparable 
products

 Perm. – 4.59% (15-yr. term / 40-year amort / 3-year IO)
 Construction – 3.87% fixed-rate
 Taxable EBL – 5.25% fixed-rate
 Minimal / no construction negative arbitrage expected

––
4% LIHTC: Denver Housing Authority (Jun. 2023)



Long-Term Partnership

Many PHAs are development minded and are willing to partner with the right groups to help drive affordability and improve / diversify their 
housing stock. This can present developers with opportunities to scale up their work

1

Immediate Financial Benefits

PHAs have the power to, with their General Revenue pledge, purchase properties with 100% (+) leverage, greatly simplifying a deal’s 
capital stack and reducing redundant costs / underwriting

2

Flexibility

Once a PHA has its rating from S&P, it can execute a transaction from beginning to end in as little as two months, allowing deals to work 
on acquisition timeframes without need for bridge financing 

3

Affordability

Less restrictive underwriting guidelines allow developers to tailor projects both towards profitability and towards addressing specific 
community needs. Less of a one-size fits all product and more tailored to what a community needs 

4

Investment Grade PHAs can access capital through capital markets bond sales with sharply lower costs. 

12

Flexible and National Applicability
––

PHAs Who Issue General Revenue Bonds with KBCM Include:
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