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Disclaimer

WE ARE NOT YOUR MUNICIPAL ADVISORS OR FIDUCIARIES. BofA Securities, Inc. (“BofA Securities”) is providing the information contained herein for discussion purposes only in anticipation of being engaged to serve as an underwriter. Bank of America, N.A. and its subsidiaries and

affiliates (“BANA”) are providing the information contained herein for discussion purposes only in connection with a proposed arm’s-length commercial banking transaction between you and BANA. BofA Securities and BANA are acting for their own interest and have financial and other

interests that differ from yours. BofA Securities and BANA are not acting as a municipal advisor or financial advisor within the meaning of Section 15B of the Securities Exchange Act of 1934, as amended (the “Act”), and BofA Securities and BANA have no fiduciary duty to you or any other

person pursuant to Act with respect to the information and material contained in this communication. BofA Securities is seeking to serve as an underwriter on a future transaction and not as a financial advisor or municipal advisor. An underwriter’s primary role is to purchase securities with a

view to distribution in an arm’s-length commercial transaction with you and it has financial and other interests that differ from those of yours. All underwriting services referenced herein are provided by BofA Securities and all commercial banking products referenced herein are provided by

BANA. Before acting on the information or material contained herein, you should discuss it with any and all of your own internal and external financial and/or municipal, legal, accounting, tax and other advisors and experts, as applicable, to the extent you deem appropriate before acting on

this information or material.

These materials have been prepared by one or more affiliates of Bank of America Corporation (“BAC” and, together with its affiliates, the “BAC Group”) for the client or potential client to whom these materials are directly addressed and delivered (the “Company”) for discussion purposes only in connection with an actual or potential mandate or engagement and remain subject to verification and to our further review and assessment from, inter alia, a legal, tax, compliance, accounting policy and risk 

perspective, as appropriate. These materials were designed for discussion with and consideration by specific persons familiar with the business and affairs of the Company and are being furnished and should be considered only when taken together with any other information, oral or written, provided by us in connection herewith. These materials are not intended to provide the sole basis for evaluating, and should not be considered as, and are not intended to provide, any advice, recommendation or 

formal opinion with respect to, any transaction or any financial, strategic, business or other matter and do not constitute an offer or solicitation to sell or purchase any securities, nor do they constitute a commitment by BAC or any of its affiliates to provide, arrange, bookrun, underwrite or syndicate any financing for any transaction, to market, offer, place, sell, underwrite or purchase any security or to otherwise enter into any type of business relationship in connection herewith. None of BAC or its affiliates 

has provided or will provide legal, tax, compliance, accounting or risk advice to the Company or any recipient of these materials. These materials are not intended to provide any such advice or any consulting, rating agency or environmental, social and governance and sustainability (“ESG”) advice or ESG rating agency advice, nor are any materials provided by us intended to identify, evaluate or advise you as to any potential legal, reputational, regulatory compliance or other risks or as to the fairness, 

accuracy or completeness of your or any other party’s public disclosure. The information and any examples provided are illustrative, may not be reflected in the product or service you receive from BAC, and have not been evaluated or verified for effectiveness, quality, accuracy, completeness or risk and none of BAC or its affiliates is endorsing any particular approach to ESG, any particular ESG investment strategy or any particular ESG standards, ratings or metrics. These materials are subject to the 

Company’s own review and assessment from a legal, tax, compliance, accounting policy, financial, strategic, ESG, and risk perspective, as appropriate, and the Company should consult with its own legal, tax, compliance, accounting, financial, and ESG advisors prior to entering any transaction. The BAC Group may be engaged in certain business activities which could have increased investor, client, employee, regulatory scrutiny and/or scrutiny from other parties generally from an ESG perspective. Any 

ESG assessments or consideration of ESG factors by BAC in the services or information provided to you, will generally be reliant on data received from you or third parties (including ESG data vendors), which may be estimated or only consider certain ESG aspects and at certain points (rather than looking at the entire sustainability profile and actions of the Company/the BAC Group or its value chain). These materials are not intended to be legally binding or to give rise to any legal relationship between 

the recipient or any other person whatsoever and any person or entity within the BAC Group. No person or entity within the BAC Group will be responsible or liable (whether in tort, contract or otherwise) for any losses or damages, consequential or otherwise, that may be incurred or alleged by any person or entity as a result of these materials, any inaccurate, incomplete or misleading statement, error or omission in these materials, or any transaction (whether entered into or not) relating to or resulting 

from these materials, and these materials may not be used or relied upon for any purpose, other than as may be specifically agreed with us in writing. We assume no obligation to verify, update, correct or otherwise revise these materials. These materials have not been prepared with a view toward public disclosure (whether under any securities laws or otherwise), are intended solely for review and consideration by the Company, and may not be, in whole or in part, reproduced, disseminated, quoted or 

referred to, or shown, transmitted, or otherwise given to, any person other than the Company’s authorized representatives, without our prior written consent. These materials are based on information provided by or on behalf of the Company and/or other potential transaction participants, from public sources or otherwise reviewed by us. We assume no responsibility for independent investigation or verification of the information included in these materials (including, without limitation, data from third party 

suppliers) and have relied on such information being complete and accurate in all material respects. To the extent such information includes estimates and forecasts of future financial performance prepared by or reviewed with the managements of the Company and/or other potential transaction participants or obtained from public sources, we have assumed that such estimates and forecasts have been reasonably prepared on bases reflecting the best currently available estimates and judgments of such 

management or other parties (or, with respect to estimates and forecasts obtained from public sources, represent reasonable estimates). Any such estimates and forecasts may reflect assumptions and judgments that prove incorrect; there can be no assurance that any estimates or forecasts will be realized. No representation or warranty, express or implied, is made as to the accuracy or completeness of any such information, or of any other information in these materials, and nothing contained herein 

is, or shall be relied upon as, a representation, warranty or undertaking, whether as to the past, the present or the future. These materials may not reflect information known to other professionals in other business areas of the BAC Group. Any league tables referenced within these materials have been prepared using data sourced from external third-party providers as outlined in the relevant footnotes where applicable. The BAC Group comprises a full service securities firm and commercial bank 

engaged in securities, commodities and derivatives trading, foreign exchange and other brokerage activities, and principal investing as well as providing investment, corporate and private banking, asset and investment management, financing and strategic advisory services and other commercial services and products to a wide range of corporations, governments and individuals, in the United States and internationally, from which conflicting interests or duties, or a perception thereof, may arise. In the 

ordinary course of these activities, parts of the BAC Group at any time may invest on a principal basis or manage funds that invest, make or hold long or short positions, finance positions or trade or otherwise effect transactions, for their own accounts or the acconts of customers, in debt, equity or other securities or financial instruments (including derivatives, bank loans or other obligations) of the Company, potential counterparties or any other person that may be involved in a transaction. “Bank of 

America” and “BofA Securities” are the marketing names used by the Global Banking and Global Markets divisions of BAC. Lending, leasing, equipment finance, merchant services, derivatives and other commercial banking activities, and trading in certain financial instruments, are performed globally by banking affiliates or subsidiaries of BAC, including Bank of America, N.A., Member FDIC, or of the deposit protection scheme, if available, in the relevant jurisdiction, Equal Housing Lender. Trading in 

securities and financial instruments, and strategic advisory, and other investment banking activities, are performed globally by investment banking affiliates or subsidiaries of BAC (“Investment Banking Affiliates”), including, in the United States, BofA Securities, Inc which is a registered broker-dealer and Member of SIPC, and, in other jurisdictions, by locally registered entities (including Bank of America Europe Designated Activity Company, BofA Securities Europe SA and Merrill Lynch International). BofA 

Securities, Inc. is registered as a futures commission merchant with the CFTC and a member of the NFA. Bank of America Europe Designated Activity Company is a wholly-owned subsidiary of BAC and is regulated by the Central Bank of Ireland. Products and services that may be referenced in these materials may be provided through one or more affiliates of BAC. Bank of America and BofA Securities entities and branches provide financial services to the clients of Bank of America and BofA Securities 

and may outsource/delegate the marketing and/or provision of certain services or aspects of services to other branches or members of the BAC Group. Your service provider will remain the entity/branch specified in your onboarding documentation and/or other contractual or marketing documentation even where you communicate with staff that operate from a different entity or branch which is acting for and on behalf of your contractual service provider in their communications with you. Some or all 

products and services offered by the BAC Group may be unavailable in certain jurisdictions, or may be available only on an offshore and/or reverse solicitation basis, and availability is subject to change without notice. The BAC Group does not perform in any jurisdiction banking activities that are reserved by local law to licensed or approved banks, except in those jurisdictions where its banking affiliates or subsidiaries have procured the necessary licenses or approvals. 

For those jurisdictions where they are not licensed to perform banking activities, all services/products are conducted on an offshore basis for Latin America and the Caribbean. Some or all of the products may not be available in certain jurisdictions and are subject to change without notice. This document and its content are for information purposes and shall not be interpreted as banking or financial intermediation, business solicitation and/or public offering of any kind. 

Investment products offered by Investment Banking Affiliates:

 This document is NOT a research report and is NOT a product of a research department and the material in this communication is not investment research or a research recommendation. This document is not prepared as or intended to be investment advice, and the content is not and should not be considered as investment advice under any circumstances. The BAC Group has adopted policies and guidelines designed to preserve the independence of our research analysts. These policies prohibit 

employees from, directly or indirectly, offering research coverage, a favorable research rating or a specific price target or offering to change a research rating or price target as consideration for or an inducement to obtain business or other compensation and prohibit research analysts from being directly compensated for involvement in investment banking transactions. The views expressed herein are the views solely of the specific BAC Group line of business providing you with these materials and no 

inference should be made that the views expressed represent the view of the firm’s research department. Any statements contained herein as to tax matters were neither written nor intended by us to be used and cannot be used by any taxpayer for the purpose of avoiding tax penalties that may be imposed on such taxpayer. If any person uses or refers to any such tax statement in promoting, marketing or recommending a partnership or other entity, investment plan or arrangement to any taxpayer, then 

the statement expressed herein is being delivered to support the promotion or marketing of the transaction or matter addressed and the recipient should seek advice based on its particular circumstances from an independent tax advisor. Notwithstanding anything that may appear herein or in other materials to the contrary, the Company shall be permitted to disclose the tax treatment and tax structure of a transaction—including any materials, opinions or analyses relating to such tax treatment or tax 

structure, but without disclosure of identifying information or any non-public commercial or financial information (except to the extent any such information relates to the tax structure or tax treatment)—on and after the earliest to occur of the date of (i) public announcement of discussions relating to such transaction, (ii) public announcement of such transaction or (iii) execution of a definitive agreement (with or without conditions) to enter into such transaction; provided, however, that if such transaction is 

not consummated for any reason, the provisions of this sentence shall cease to apply. We are required to obtain, verify and record certain information that identifies the Company, which information includes the name and address of the Company and other information that will allow us to identify the Company in accordance, as applicable, with the USA Patriot Act (Title III of Pub. L. 107-56, as amended, which was signed into law October 26, 2001) and such other laws, rules and regulations as applicable 

within and outside the United States. For more information, including who your contractual service provider is or will be, the terms and conditions that apply to the service(s), and information regarding external third-party data providers and the criteria and methodology used to prepare a league table, please contact your Bank of America or BofA Securities representative or relationship manager. Notice regarding Bank of America or BofA Securities entities outside of the United States: For Bank of 

America or BofA Securities entities outside the United States, please see additional information via the following link: https://www.bofaml.com/en-us/content/baml-disclaimer.html. Notice regarding Bank of America or BofA Securities entities in the EEA and UK: For Bank of America or BofA Securities entities in the European Economic Area and the United Kingdom, please see additional information via the following link: www.bofaml.com/mifid2. Disclosure regarding BofA Securities Europe SA: 

BofA Securities Europe SA (“BofASE SA”), with registered address at 51, rue La Boétie, 75008 Paris is registered under n° 842 602 690 RCS Paris. In accordance with the provisions of French Code Monétaire et Financier (Monetary and Financial Code), BofASE SA is an établissement de crédit et d’investissement (credit and investment institution) that is authorised and supervised by the European  entral Bank and the Autorité de Contrôle Prudentiel et de Résolution (ACPR) and regulated by the ACPR 

and the Autorité des Marchés Financiers. BofASE SA’s share capital can be found at www.bofaml.com/BofASEdisclaimer. Notice for Argentina: “Merrill Lynch” is the trademark that Bank of America Corporation uses in the Republic of Argentina for capital markets, financial advisory and investment businesses, which are conducted by and through Merrill Lynch Argentina S.A. This entity does not conduct any activities subject to banking license, such as capturing deposits from the public. Notice for 

Brazil: Bank of America and BofA Securities’ Ombudsman*| Toll Free: 0800 886 2000  “BofA Securities” is the marketing name of Merrill Lynch S.A. Corretora de Títulos e Valores Mobiliários*, which is a broker-dealer registered in Brazil of Bank of America Corporation. * Bank of America Merrill Lynch Banco Múltiplo S.A. (the banking affiliate in Brazil of Bank of America Corporation) and Merrill Lynch S.A. Corretora de Títulos e Valores Mobiliários (the registered broker dealer in Brazil)  Notice for Chile: 

Bank of America N.A., Oficina de Representacion (Chile), is a representative office in Chile of Bank of America N.A., supervised by the Comisión para el Mercado Financiero and authorized to promote in Chile select products and services that Bank of America N.A. provides outside of Chile. Neither Bank of America, N.A., nor its representative office in Chile, is authorized to carry out in Chile any activities that are reserved by Chilean law to locally licensed banks. Notice for Colombia: Bank of America 

N.A., Oficina de Representacion (Colombia), is a representative office in Colombia of Bank of America N.A., supervised by the Superintendencia Financiera de Colombia and authorized to promote in Colombia select products and services that Bank of America N.A. and BofA Securities, Inc. provides outside of Colombia. Neither Bank of America, N.A., nor its representative office in Colombia, is authorized to carry out in Colombia any activities that are reserved by Colombian law to locally licensed banks. 

Notice for Dubai International Financial Centre: Merrill Lynch International is authorised and regulated by the Dubai Financial Services Authority. Principal address is ICD Brookfield Place, Level 46, Dubai International Financial Centre, Dubai, United Arab Emirates. License no. CL0322, P.O. Box 506576, Dubai, United Arab Emirates. This communication is not for distribution to the public or a large number of persons, but is personal to named recipients; it is directed to professional and market 

customers and not to retail customers. The financial products/financial services to which this marketing material relates is only made available to customers who in the view of Merrill Lynch International meet the regulatory criteria to be a Client under DFSA Conduct of Business rules (COB 2.3). Please note that Merrill Lynch International does not deal with retail clients. Notice for Hong Kong: Bank of America, National Association, Hong Kong Branch, is a branch of a national banking association 

organized and existing with limited liability under the laws of the United States of America. Notice for Kingdom of Saudi Arabia: This marketing communication is issued and approved by the Merrill Lynch Kingdom of Saudi Arabia Company which is authorised and regulated by the Kingdom of Saudi Arabia Capital Market Authority ("CMA"). Principal address is Kingdom Tower, 22 Floor, 2239 Al-Orouba Road, Olaya, Unit No: 50, Ar Riyadh 12214-9597, Saudi Arabia. This communication includes 

information given in compliance with the Regulations of the CMA. This communication may not be distributed in the Kingdom of Saudi Arabia except to such persons as are permitted under the regulations issued by the CMA. The CMA does not make any representation as to the accuracy or completeness of this communication, and expressly disclaims any liability whatsoever for any loss arising from, or incurred in reliance upon, any part of this communication. This material is not to be distributed to, nor 

to be read by, retail clients. Notice for Mexico: Bank of America México, S.A., Institución de Banca Múltiple is a banking affiliate in Mexico of Bank of America Corporation and Merrill Lynch México, S.A. de C.V., Casa de Bolsa is a registered broker dealer affiliate in Mexico of Bank of America Corporation. Bank of America, National Association, Charlotte, Carolina del Norte, Estados Unidos de Norteamérica, Representación en México is a representative office in Mexico of Bank of America, N.A., 
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What is the 25% Test? And Why Does This Change Matter?

• The 25% test is the newly lowered threshold of tax-exempt private activity bond (PAB) financing required for a 

project to qualify for 4% LIHTCs

• Before this change, developers needed to meet the 50% test, meaning at least half of a project’s aggregate basis had to be 

financed by PABs

• Part of One Big Beautiful Bill Act (H.R. 1) signed in mid-2025 – cutting the requirement by half effective beginning January 1, 

2026

• 4% LIHTC Equity remains the same amount based on full eligible basis regardless of the test which governs access to the credits, 

not the actual amount

• Lowering the threshold from 50% to 25% dramatically increases the number of projects that can qualify for 4% LIHTC 

financing without being constrained by state PAB volume caps

• Improved feasibility for projects → many projects sit in the pipeline that never gets financed because of lack of volume cap or 

struggled to meet the higher 50% threshold before especially for smaller or rural type projects

• States can now fund more projects with their existing PAB allocations, stretching scarce resources to produce more affordable 

units → analysis from taxcreditcoalition.org suggest the 25% test could finance over 1 million additional affordable homes over the 

next decade that would not have been reached

• Lower bond cost / debt burden on projects → Prior 50% test threshold typically requires short term tax credit bonds or cash 

collateralized bonds to be issued above the portion supported by the permanent loan; lowering the threshold means fewer bond 

proceeds and less issuance costs for developments

Sources: housingfinance.com, taxcreditadvisor.com, csgadvisors.com



Benefits and Challenges for Developers and Lenders

• Benefits

• Easier qualification for 4% LIHTCs now with more PAB to spread across more projects

• Lower bond issuance amounts and associated costs

• More flexibility in sources and uses not solely relying on bonds

• Capital stack may be more efficient with less bonds issued, same LIHTC equity

• Greater predictability for future pipeline production given permanent reform 

• Challenges

• Some projects may require more taxable construction debt, potentially increasing interest costs

• Gap financing needs may rise, as less bond debt could mean smaller loan proceeds upfront

• Subsidy needs may increase as the number of developments to be financed increases

• Requires careful recalibration of project underwriting assumptions to balance the lower tax-exempt bond usage with higher taxable 
debt

• Implications

• Develop a bond sizing strategy → most states are allocating 25 – 30% with built in basis cushion expectations

• Leverage Recycling where possible → recycle refunded bonds issued (ST) and channel them into smaller projects that wouldn’t get 
4% credits or as additional T-E financing to bridge the construction  

• Prioritize to increase the pipeline → supportive housing, senior housing, preservation, mixed-income

• LIHTCs pricing may be impacted → pricing has come down in certain markets

• Use recycled cap and taxable construction debt if need be to fill the gap → maximize resources in this new landscape

Sources: housingfinance.com, taxcreditadvisor.com, csgadvisors.com



Theoretical Capital Stack Under Old 50% Test and Under New 25% Test 
(Actual Project Underwriting Will Vary)
Example: $150 Million Total Development Cost, 100% Affordable

Sources: taxcreditadvisor.com, csgadvisors.com

Capital Source Old 50% Test New 25% Test

Tax-Exempt PABs

~$75MM (50% of TDC required) 

• Often includes excess or short-term bonds to 

satisfy test

~$38MM (25% of TDC) 

• ~50% reduction in required bond volume

4% LIHTC Equity
~$40–45MM 

• Based on full eligible basis

~$40–45MM (unchanged) 

• Test governs access, not credit amount

Permanent Mortgage

~$25–35MM 

• Typically structured as long-term tax-exempt 

bonds 

• Sized to rents and DSCR

~$25–35MM 

• Could be similar in size 

• Funded with recycled PABs or taxable debt to 

preserve cap

Soft Subsidy (State / City / Issuer) ~$20–30MM
~$5–15MM lower due to reduced bond 

issuance and costs

Typical Gap
~$10–25MM 

• Often filled with city or state soft funding

Reduced or eliminated depending on project 

and financing mix

PAB Volume Efficiency Constrained by high bond requirement ~$37MM of PAB capacity preserved



How Are States Implementing the New Test?

• About 2/3 of the state HFAs have implemented new policies in their QAP following the new 25% test

• For states with policies, this map shows the lowest percentage allowed per state. More details on states with percentage 
ranges are provided by NH&RA Research. Dots indicate if a state allows maximum supportable debt

Source: https://www.housingonline.com/2026/02/12/states-roll-out-25-percent-test-policies/



Multifamily Production: With the 25% Test, Do We Anticipate Double the 
Volume as More Volume Cap is Stretched Across More Developments? 

• Multifamily issuance in 2025 broke record totaling $21 billion, a 18% YoY increase (and nearly doubled since 2022)*

• 2025: TE = $18.8bn TX = $2.4bn (FY 2026: TE = $3.3bn / TX = $375mm / Total = $3.7bn)

• Tax-exempt volume driven by 4% LIHTC PABs while taxable provides for additional financing (i.e. subsidy or second lien 
loans, construction lending programs, limited obligation bonds to fund housing initiatives)

Source: SDC via Refinitiv; data from 1/1/2000 to 12/31/2025; negotiated and competitive deals only; par amounts shown millions. Tax-exempt volume includes non-AMT and AMT transactions.

* Multi-Family component included approximately $7 billion of “workforce” housing bonds majority issued in 2021.
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Sample Local HFA Profiles (Ranked by Issuance Volume)*

*SDC Data from 1/1/2020 to 4/30/2026.

• Local HFAs rely heavily on volume cap allocation for multifamily production (no volume cap means no volume)

• The lower threshold of 25% coupled with expanding resources with recycling and taxable issuance should 
increase overall production

Issuance Type Tax Status

NALHFA Member (Issuer) (Order by Issuance 

Volume)

Volume 

since 2020 

($MM)

Multi Family 

Housing

Single Family 

Housing Non-AMT AMT Taxable State

State 

Population

Volume 

Cap ($MM)

Total State 

Volume  

($MM)

Issuer's 

Percentage 

of State 

Volume 2026 2025 2024 2023 2022 2021 2020

Multi Family 

Housing

Single Family 

Housing

NYC Housing Dev Corp 14,712.025 100.0%         -                  72.1%      0.5%  27.4%    NY 19,867,248 2,682.078 30,354.047 48.5% 633.585 2,724.445 2,318.580 1,760.570 2,113.850 2,981.100 2,179.895 14,712.025 -                 

Miami-Dade Co Housing Fin Auth 1,347.044    100.0%         -                  100.0%   -    -         FL 23,372,215 3,155.249 9,359.795    14.4% 19.000    380.085     174.171     270.357     38.455       183.576     281.400     1,347.044    -                 

San Francisco City/Co-California 989.189       23.6%           76.4%             21.5%      -    78.5%    CA 39,431,263 5,323.221 26,575.335 3.7% -          285.160     -              170.780     -              317.085     216.164     233.159       756.030        

Montgomery Co Hsg Opportunities Comm 931.295       64.2%           35.8%             82.1%      0.9%  17.0%    MD 6,263,220    845.535     7,096.808    13.1% 150.000 126.575     47.475       193.145     31.600       315.155     67.345       598.075       333.220        

Texas State Affordable Hsg Corp 491.621       72.5%           27.5%             96.3%      -    3.7%      TX 31,290,831 4,224.262 13,520.558 3.6% -          -              91.500       175.448     56.530       59.151       108.992     356.621       135.000        

Broward Co Housing Finance Auth 359.360       100.0%         -                  100.0%   -    -         FL 23,372,215 3,155.249 9,359.795    3.8% -          -              34.550       186.140     55.700       16.500       66.470       359.360       -                 

Orange Co Housing Finance Auth 347.391       78.5%           21.5%             96.5%      -    3.5%      FL 23,372,215 3,155.249 9,359.795    3.7% -          15.550       89.370       15.000       79.500       63.830       84.141       272.600       74.791           

Pinellas Co Housing Fin Auth 341.140       66.5%           33.5%             92.6%      -    7.4%      FL 23,372,215 3,155.249 9,359.795    3.6% -          156.800     42.000       30.900       30.400       59.440       21.600       226.980       114.160        

Hillsborough Co Housing Fin Auth 345.467       100.0%         -                  85.5%      -    14.5%    FL 23,372,215 3,155.249 9,359.795    3.7% 47.000    78.200       51.307       50.200       -              106.760     12.000       345.467       -                 

Palm Beach Co Housing Fin Au 299.861       100.0%         -                  100.0%   -    -         FL 23,372,215 3,155.249 9,359.795    3.2% 34.000    -              -              64.449       19.650       59.000       122.762     299.861       -                 

Capital Area Housing Fin Corp 286.962       100.0%         -                  99.2%      -    0.8%      TX 31,290,831 4,224.262 13,520.558 2.1% -          -              31.590       -              18.200       87.300       149.872     286.962       -                 

Houston Housing Finance Corp 226.826       100.0%         -                  100.0%   -    -         TX 31,290,831 4,224.262 13,520.558 1.7% -          -              33.370       75.263       39.175       60.518       18.500       226.826       -                 

Fairfax Co Redev & Housing Auth 216.099       100.0%         -                  100.0%   -    -         VA 8,811,195    1,189.511 8,442.129    2.6% -          -              69.150       77.760       10.439       32.250       26.500       216.099       -                 

Lee Co Housing Finance Authority 206.450       100.0%         -                  100.0%   -    -         FL 23,372,215 3,155.249 9,359.795    2.2% 39.768    80.500       -              72.182       14.000       -              -              206.450       -                 

Austin Housing Finance Corp 201.768       100.0%         -                  100.0%   -    -         TX 31,290,831 4,224.262 13,520.558 1.5% -          -              -              140.818     16.000       21.000       23.950       201.768       -                 

Pima Co Industrial Dev Auth 152.000       34.2%           65.8%             98.8%      -    1.2%      AZ 7,582,384    1,023.622 2,085.876    7.3% -          52.000       75.000       25.000       -              -              -              52.000         100.000        

North Central Texas Hsg Fin  Corp 118.000       79.7%           20.3%             100.0%   -    -         TX 31,290,831 4,224.262 13,520.558 0.9% 24.000    -              -              -              22.500       23.000       48.500       94.000         24.000           

San Antonio City-Texas 100.520       100.0%         -                  -           -    100.0% TX 31,290,831 4,224.262 13,520.558 0.7% -          -              -              -              100.520     -              -              100.520       -                 

Manatee Co Housing Finance Auth 88.500         100.0%         -                  100.0%   -    -         FL 23,372,215 3,155.249 9,359.795    0.9% -          -              -              -              88.500       -              -              88.500         -                 

Harris Co Housing Auth Pub Fac Corp 66.778         100.0%         -                  100.0%   -    -         TX 31,290,831 4,224.262 13,520.558 0.5% -          -              -              -              -              -              66.778       66.778         -                 

Harris Co Housing Finance Corp 51.440         100.0%         -                  100.0%   -    -         TX 31,290,831 4,224.262 13,520.558 0.4% -          31.480       19.960       -              -              -              -              51.440         -                 

El Paso Housing Finance Corp 45.000         44.4%           55.6%             100.0%   -    -         TX 31,290,831 4,224.262 13,520.558 0.3% -          25.000       -              20.000       -              -              -              20.000         25.000           

Garland Housing Fin Corp 22.630         100.0%         -                  100.0%   -    -         TX 31,290,831 4,224.262 13,520.558 0.2% -          -              22.630       -              -              -              -              22.630         -                 

Washington Co Comm Dev Agency 19.675         100.0%         -                  100.0%   -    -         MN 5,793,151    782.075     7,550.196    0.3% -          11.455       8.220         -              -              -              -              19.675         -                 

El Paso Housing Corp 18.195         100.0%         -                  100.0%   -    -         TX 31,290,831 4,224.262 13,520.558 0.1% -          -              -              -              18.195       -              -              18.195         -                 

Nortex Housing Finance Corp (TX) 15.000         100.0%         -                  100.0%   -    -         TX 31,290,831 4,224.262 13,520.558 0.1% -          15.000       -              -              -              -              -              15.000         -                 

Panhandle Regional Hsg Fin Corp 13.000         100.0%         -                  100.0%   -    -         TX 31,290,831 4,224.262 13,520.558 0.1% -          -              -              -              -              -              13.000       13.000         -                 

El Paso Housing Authority 4.181            100.0%         -                  100.0%   -    -         TX 31,290,831 4,224.262 13,520.558 0.0% -          -              -              -              -              4.181         -              4.181            -                 

District of Columbia 3.522            100.0%         -                  100.0%   -    -         DC 702,250       397.625     1,881.748    0.2% -          -              -              -              3.522         -              -              3.522            -                 

Totals over 6.31 years 22,020.939 947.353 3,982.250 3,108.873 3,328.012 2,756.736 4,389.846 3,507.869 20,458.738 1,562.201     
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25% Test
• Applicable to all transactions closing on or after January 1, 2026

• Transactions closing prior to January 1, 2026, can take advantage of 
the 25% test if additional bonds are issued on or after such date. 
Additional bond issuance would be sized to the lesser of (i) the 
amount needed to meet the 50% test, or (ii) 5% of aggregate basis

• By allowing deals to obtain the greater of (i) 30% of aggregate basis 
and (ii) permanent supportable debt, issuers can assist the project in 
meeting the 25% test and accessing fully tax-exempt senior 
permanent debt

• Recycled bonds (if available) can be used to cover any excess 
supportable debt above 30% of aggregate basis

Copyright © 2026 Tiber Hudson LLC
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Supplemental Bonds
• If a project will be placed in service prior to January 1, 2026, must meet 

50% test.

• Transactions closed prior to January 1, 2026, that will not be placed in 
service prior to January 1, 2026, can take advantage of the 25% test if 
additional bonds are issued on or after such date.

• Additional bond issuance would be sized to the lesser of (i) the amount 
needed to meet the 50% test, or (ii) 5% of aggregate basis.

• Draw-down bonds issued prior to January 1, 2026, but funded in part on or 
after January 1, 2026, WOULD NOT qualify a deal for the 25% test. Must be 
a new 2026 issuance. 

• Carryforward allocation that is issued after Dec 31, 2025, WOULD qualify 
for the 25% test.

KENT NEUMANN          |        202-973-0107           |         KENT@TIBERHUDSON.COM
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Production and Cost Logistics
• Reducing the 50% test to the 25% test could theoretically double the 

volume of transactions closed, particularly in volume cap-constrained 

states, but there are challenges that could restrict this impact.

• Many groups (including issuers) base their fees on the total bond 

issuance. Reducing the bond amount by half would result in a 

corresponding reduction in fees, despite largely the same work required. 

• These groups would need to double their deal volume in order to maintain 

the same fee income annually, but in many cases are at maximum 

capacity under the current volume.

KENT NEUMANN          |        202-973-0107           |         KENT@TIBERHUDSON.COM

Copyright © 2026 Tiber Hudson LLC
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Tiber Hudson’s Recommendation 
• Issuers should allocate MF PABs to 4% deals in an amount 

equal to the higher of:

(1) 30% of aggregate basis or 

(2) permanent supportable debt.

• Any amount in excess of 30% can be funded with recycled 
bonds if available.

• Result would keep all supportable debt at lower tax-exempt 
rates and avoid the increased cost associated with taxable 
debt.

KENT NEUMANN          |        202-973-0107           |         KENT@TIBERHUDSON.COM
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Recycled Bond Basics

17

What are recycled bonds?

• Recycled bonds are previously issued private activity bonds that are 

redeemed within 4 years of their initial issuance, which can be “recycled” 

one time into future multifamily housing projects within the state to 

provide additional tax-exempt debt. 

Copyright © 2026 Tiber Hudson LLC



Recycled Bond Basic Rules

What are the basic rules for recycled bonds?

• Must be previously issued multifamily housing private activity bonds 

redeemed within 4 years of the initial issuance.

o If redemption occurs 4 years and 1 day after the initial issuance, does not qualify.

• Can be redeployed one time to another multifamily project within the state.

• Maximum maturity date of 34 years from date of issuance of original 

bonds.

Copyright © 2026 Tiber Hudson LLC
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Recycled Bond Basic Rules (cont’d.) 

What are the basic rules for recycled bonds?

• All of the same bond rules apply to recycled bonds that are applicable to “new 

money” private activity bonds 
o TEFRA, 95/5 test, 2% COI limit, 15% minimum rehab requirement, occupancy requirements.

o Rent limits are not applicable under the tax code if used for units that are not qualifying for 4% credits.

• Does not count toward the 25% test or otherwise unlock LIHTCs.

• Under the code, there must be an “exchange” of the proceeds of the recycled 

bonds with the funds that are expected to repay the old bonds being recycled. 
o This is often documented with a funds exchange agreement between the old trustee and the new trustee. 

o Some bond firms are comfortable with a “deemed” exchange that is only referenced in the agreement; others 

require an actual exchange.

Copyright © 2026 Tiber Hudson LLC
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Recycled Bond Benefits and Applications
Why are recycled bonds beneficial?

• Developers can often access lower cost debt (vs. taxable bonds or loans).

• Issuers can typically generate additional fee revenue from recycled cap that would 

have otherwise been lost. 

• Recycled bonds can be used in lieu of  bonds if project is not seeking 4% LIHTCs.

In what situations would an issuer or developer be in interested in recycled 

bonds?

1. To supplement  volume cap on 4% LIHTC transactions in order to obtain additional 

tax-exempt debt

o Mixed income (80/20) deals.

o Affordable housing transactions that can support permanent debt in excess of the  allocation obtained 

from the state (i.e., 27-30% of aggregate basis) needed to qualify for 4% LIHTCs.

2. To access tax-exempt debt for a non-LIHTC project with a for-profit owner.
Copyright © 2026 Tiber Hudson LLC
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Primary Uses of Recycled Bonds
Additional tax-exempt (vs. taxable) permanent debt for transactions with supportable 

debt in excess of the 25% Test amount*. 

 $-

 $5,000,000.00

 $10,000,000.00

 $15,000,000.00

 $20,000,000.00

 $25,000,000.00

No Recycled Bonds With Recycled Bonds

$24,300,000

Total Proceeds
$25,000,000

Total Proceeds

25% Test

Taxable Debt (6.25%)

$6,800,000

Tax-Exempt Debt (5.50%)

$17,500,000

Tax-Exempt Debt (5.50%)

$17,500,000

Recycled Bonds

Tax-Exempt Debt (5.50%)

$7,500,000

Additional Loan Proceeds $700,000

Less Additional COI** ($100,000)

Net Additional Proceeds $600,000 (1.95%)

*   Rate differential can range from 40-125 basis points depending on debt execution

**. Costs of issuance vary based on jurisdiction and debt execution

Copyright © 2026 Tiber Hudson LLC
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Primary Uses of Recycled Bonds
Tax-exempt permanent debt for non-LIHTC projects that would otherwise be 

financed entirely by taxable debt*.

 $-

 $5,000,000.00

 $10,000,000.00

 $15,000,000.00

 $20,000,000.00

 $25,000,000.00

No Recycled Bonds With Recycled Bonds

$22,600,000

Total Proceeds

$25,000,000

Total Proceeds

Taxable Debt (5.75%)

$22,600,000

Recycled Bonds

Tax-Exempt Debt (5.00%)

$25,000,000

Additional Loan Proceeds $2,400,000

Less Additional COI** ($250,000)

Net Additional Proceeds $2,150,000 (8.60%)

*   Rate differential can range from 40-125 basis points depending on debt execution

**. Costs of issuance vary based on jurisdiction and debt execution
Copyright © 2026 Tiber Hudson LLC
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Recycled Bond Best Practices – For Issuers

What are some best practices for issuers to maximize the use of recycled 

bonds?

• Attempt to track timing of redemption from prior issues.

• Mandate the use of trustee or fiscal agent to help with tracking redemptions 

and gathering information following the closing of the initial issuance.

• Have available as many tools as possible to use recycled bonds, and be 

open to utilizing all of the viable methods for deploying them.

• Set internal policies and procedures for the allocation of recycled bonds.

• The benefit of recycled bonds is directly related to the net cost relative to 

alternative (taxable) debt. As such, some adjustment to costs and fees 

associated with the recycled bonds may be appropriate. Copyright © 2026 Tiber Hudson LLC
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Recycled Bond Best Practices – For Issuers (cont’d.)

What are some best practices for issuers to maximize the use of recycled 

bonds?

• Incentivize developers to combine volume cap awards with recycled bonds to 

maximize the application of various limited resources.

• For new deals, allocate recycled bonds to longer-term debt (i.e., 4+ years) 

and any new money bonds to short-term debt (i.e., less than 4 years).

• Structure any short-term bonds with prepayment flexibility to help align timing 

with any future deals that may seek to use recycled bonds.

• If applicable, structure documents to allow for the issuance of future bonds 

for the project upon applicable approvals.
Copyright © 2026 Tiber Hudson LLC
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Recycled Bond Long-Term Supply
How long will bond recycling be viable?

• Interest rates: using recycled bonds is only beneficial if the net cost to obtain them is lower than other (taxable) 

alternatives.

• Volume of recycled bonds: the primary source of recycled bonds is excess bonds issued under the 50% test. 

These “overhang” bonds are not expected in many deals under the new 25% test rules. As such, after roughly 

3.5 years, the eligible recycled bond pool is expected to dramatically shrink absent any changes to the tax 

rules. Now is the time to act!

$7,000,000,000 $7,000,000,000

$6,000,000,000

$5,000,000,000

$1,500,000,000

$0

$2,000,000,000

$4,000,000,000

$6,000,000,000

$8,000,000,000

2026 2027 2028 2029 2030

Projected Recycled Bond Availability – Next 5 Years
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ReBonds
• ReBonds is a nationwide database of upcoming redemptions available for recycling, 

designed to match developers with upcoming projects in need of recycled cap with 

eligible redemptions within the state.

• Provides an interface for issuers and developers to track their upcoming redemptions 

and gain insight into upcoming projects that could benefit from recycled bonds.

• ReBonds is now live, visit rebonds.com to learn more, or scan the QR code below to 

sign up today.

Copyright © 2026 Tiber Hudson LLC
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Interested in more information?
Follow the QR code below to request a copy of these slides and 

various other informational materials from Tiber Hudson, or to 

schedule a free bond training session with our team.
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Tiber Hudson LLC (“Tiber Hudson”) has prepared the attached materials for discussion purposes only, and they do not constitute legal, tax or 

investment advice. Such materials consist of factual or general information. Tiber Hudson is not hereby providing any advice, legal or otherwise, or 

making any recommendation as to action concerning the structure, timing or terms of any issuance of municipal securities or municipal financial 

products. To the extent that Tiber Hudson provides any alternatives, options, calculations or examples in the attached materials, such information 

is not intended to express any view as to particular results in any municipal securities transaction and does not constitute a recommendation 

thereof. Tiber Hudson is acting in its own interests, is not acting as your counsel or municipal advisor and does not owe a fiduciary duty pursuant to 

Section 158 of the Securities Exchange Act of 1934, as amended, with respect to the information and materials contained in this communication.

Readers contemplating any of the transactions described herein should consult their legal, tax and investment advisors, as necessary. All terms 

and conditions are estimates that are subject to market conditions, further discussion and negotiation. Tiber Hudson does not express any view as 

to whether financing options presented in these materials are achievable or will be available at the time of any contemplated transaction. The data 

and information used to prepare these materials is based on what was available to Tiber Hudson at the time of their preparation, is not an 

indication of actual results and is subject to change without notice. The provided materials may not be shared, reprinted, or reproduced without the 

express written consent of Tiber Hudson.

Disclaimer
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Important Information and Disclosure
This communication is for informational purposes only, and does not constitute an offer to sell or a solicitation of an offer to buy, or a recommendation or commitment for any transaction involving the securities or financial products named or described 

herein, and is not intended as investment advice or as a confirmation of any transaction. Assumptions stated herein may or may not be valid. Externally sourced information contained in this communication has been obtained or derived from sources we 

reasonably believe to be reliable, but Wells Fargo Corporate & Investment Banking (“CIB,” and may also be referred to as Wells Fargo Securities or “WFS”) makes no representation or warranty, express or implied, with respect thereto, and does not 

represent or guarantee that such information is accurate or complete. CIB does not assume or accept any liability for any loss which may result from reliance thereon. Although we believe that market data and other information contained in this 

communication is reliable, it is not warranted as to completeness or accuracy, is subject to change without notice, and we accept no responsibility for its use or to update or keep it current. Products shown are subject to change and availability. Any 

municipal underwriting, commercial paper and remarketing rankings referenced herein represent combined totals for Wells Fargo Bank, N.A. Municipal Finance Group (“WFBNA MFG”) and Wells Fargo Securities, LLC (WFSLLC”). Non-municipal 

underwriting, commercial paper and remarketing rankings referenced herein represent totals for WFSLLC only. Source information for any ranking information not otherwise provided herein is available on request. CIB and/or one or more of its affiliates 

may provide advice or may from time to time have proprietary positions in, or trade as principal in, any securities or other financial products that may be mentioned herein or other securities or other financial products issued by issuers reflected herein; or 

in derivatives related thereto. Wells Fargo Corporate & Investment Banking and Wells Fargo Securities are the trade names used for the corporate banking, capital markets and investment banking services of Wells Fargo & Company (“WFC”) and its 

subsidiaries, including but not limited to Wells Fargo Securities, LLC, a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission (“SEC”) and a member of NYSE, FINRA, the National Futures Association and SIPC, Wells Fargo 

Bank, N.A. (“WFBNA”), a member of the National Futures Association, and Wells Fargo Bank, N.A. Municipal Finance Group, a separately identifiable department of WFBNA which is registered with the SEC as a municipal securities dealer. Wells Fargo 

Securities, LLC is a distinct entity from affiliated banks and thrifts. Commercial banking products and services are provided by WFBNA. Investment banking and capital markets products and services provided by CIB are not a condition to any banking 

product or service. Derivatives products (including (i) “swaps” as defined in and subject to the Commodity Exchange Act (“CEA”) and Commodity Futures Trading Commission (“CFTC”) regulations, and (ii) “security-based swaps,” (“SBS”) as defined in 

and subject to the Securities Exchange Act of 1934 (“SEA”) and SEC regulations thereunder) are transacted through and offered out of WFBNA, a CFTC provisionally-registered swap dealer, member of the National Futures Association, and 

conditionally-registered security-based swap dealer with the SEC. Transactions in physically-settled commodities are transacted through Wells Fargo Commodities, LLC or WFBNA. You should not construe the content of this communication as financial, 

accounting, tax, legal, municipal or other advice, and you should consult your own financial advisor, accountant, tax advisor and attorney for opinions as to financial, accounting, tax, legal and related matters concerning this communication. Wells Fargo is 

not acting as your agent or advisor, including pursuant to Section 15B of the SEA or any other applicable regulation, with respect to this communication, and does not owe you a fiduciary duty.
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Source: (1) SDC Platinum (2) U.S. Department of Treasury and Thomson Reuters TM3, as of 4/10/2026

Outlook for Taxable Multifamily Bonds

Taxable SF Housing Issuance ($Bn) vs. Average PAC Spreads1

• Growth in single family taxable issuance could prove to be a 
good comparison

• Taxable PACs were extremely rare before 2022, but as 
volume picked up, spreads have tightened

• As a result of single-family growth, taxable investors are 
already familiar with housing calls, but may need some 
education on multifamily provisions

• How should investors think about prepayment risk on taxable 
bonds associated with LIHTC projects?
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Transition to the 25% Test will increase the need for taxable bonds. How will the market respond?



Moving from Volume Cap Constraint to Subsidy Constraint

• In the 25% world, subsidy funds are likely to 
be a bigger constraint than volume cap

• Issuers should remain focused on 
permanent loan executions that offer a lower 
mortgage rate

• For example:

• A reduction in mortgage rate from 6.50% to 
6.00% increases the maximum permanent 
loan size by over 6% for a 40-year 
amortization

• This is more pronounced when rates are 
lower:

• A reduction from 3.50% to 3.00% offers an 
over 8% increase in maximum loan size, 
using the same assumptions

• Such increases in loan amount, whether 
funded with tax-exempt (new money or 
volume cap) or taxable bonds, can help 
issuers to stretch limited subsidy funds

Maximum Permanent Loan Size by Mortgage Rate ($Million)

Assumes $200,000 monthly NOI, 40-year amortization and 1.15x DSCR
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Alternative Capital Stacks For Affordable Housing

LIHTC + Sub Bonds 501(c)(3) Bonds GSE Seniors + Subs

Subordinate Bonds 
(Unrated)

Senior GSE Credit 
Enhanced Bonds

(Rated)

Taxable Conventional Loan

Sponsor Bonds 
(Unrated)

Subordinate Bonds 
(Unrated)

Senior Bonds
(Unrated)

Sponsor Bonds 
(Unrated)

LIHTC Equity

Senior Bonds
(Rated)

“Soft” Subordinate Debt

Subordinate Bonds 
(Unrated)

Traditional LIHTC

LIHTC Equity

Senior Bonds
(Rated)

“Soft” Subordinate Debt



• Wells Fargo Corporate & Investment Banking2 (“CIB”) served as  Bond Underwriter on California Housing Finance 

Agency’s $5.66 million 2026 Subordinate Issue K-S (Market Two Apartments) issue (the “Bonds”)

• The Bonds financed the acquisition and construction of a 272-unit LIHTC property in San Diego, California

➢ The Bonds served as a gap-filling subordinate tranche alongside $54 million of debt provided by a senior 

lender and $39 million of equity from a tax credit investor

➢ The Bonds are subordinate to senior obligations in principal and interest. During the permanent period, a 

“Payment-In-Kind” feature allows unpaid interest to accrue if sufficient cash flow is unavailable

➢ The Bonds are backed by a junior deed of trust, subordinate in right of payment and recovery to senior 

obligations, with no foreclosure or remedies without senior lender consent, and no optional redemptions while 

the senior loan is outstanding

➢ The Bonds are also secured by subordinate assignments of capital contributions, partnership interests, the 

management agreement, and all project documents and benefit from guarantees of completion, debt service, 

and stabilization

• 100% of the units are restricted at 30-70% of AMI pursuant to LIHTC income averaging

➢ The property appraised at an $85.4 million prospective as-stabilized restricted value

➢ The property is expected to achieve a full property-tax welfare exemption

• The Bonds are structured with an 18-year put, an optional par call in Year 17, and final maturity in Year 30. 

➢ A capitalized interest account was funded at closing to cover interest through the expected stabilization date, 

with additional interest during any extension required to be deposited with the trustee

➢ An operating reserve is sized to a fixed minimum balance, corresponding to three months of operating expenses 

plus three months of debt service

Purpose and Structure1

Subordinate LIHTC Bonds Case Study | $5,660,000 California Housing 
Finance Agency, (Market Two Apartments)

$5,660,000
California Housing Finance Agency

Limited Obligation 

Multifamily Housing Revenue Bonds 

(Market Two Apartments) 

2026 Subordinate Issue K-S (Tax-Exempt)

Structure: 18-Year Put

Non-Rated

Limited to QIBs & AIs Only

Sole Underwriter

February 2026

(1) CalHFA Market Two Apartments 2026 Subordinate Issue K-S Data Room & Limited Offering Memorandum; (2) Wells Fargo CIB is the trade name for the underwriter of the CMFA Market Two Apartments 2026 Subordinate Issue K-S, Wells Fargo Securities, LLC, acting through 
its Municipal Finance Group.



• 501(c)(3) bonds can be used to provide permanent financing for a project or used as bridge financing until volume cap is available

• Taxable or Tax-exempt

• Taxable – Issued by the 501(c)(3) entity directly 

• Tax-Exempt – Issued by a municipal conduit issuer for the benefit of the 501(c)(3) entity

• Entity must be a 501(c)(3) (not simply 

nonprofit)

• Developer may still be involved 

• Conduit issuer required for tax-exempt 

issuance

• 100% ownership requirement

Key Bond Features

Entity / Ownership Use of Funds Additional Features & Requirements

• 5% limit for “bad costs”

• 2% Cost of Issuance limitation (within 

“bad costs” limit)

• Land acquisition limits do not apply

• Substantial user limits do not apply

• Volume Cap not required

• TEFRA hearing required 

• Affordability covenants apply

Donnelly Amendment – Section 145(d)

• Prohibits 501(c)(3) bond proceeds from being used to provide “residential rental property for family units”

• Exceptions provided for:

• New residential rental property

• Affordable housing that meets 142(d) low income set aside minimums

• Property to be substantially rehabbed within a 2-yr period beginning one year after acquisition 

501(c)(3) Bonds for Affordable Housing Overview



• Wells Fargo Corporate & Investment Banking2 (“CIB”) served as  Bond Underwriter on the $89.95 million 

California Municipal Finance Authority (Hancock Terrace Apartment Homes) 2026 Series AB, 501(c)(3) 

bonds (the “Bonds”)

• The Bonds financed the acquisition of a 272-unit multifamily property in Santa Maria, CA by a California 

501(c)(3) organization

➢ The property appraised at an $85,300,000 Prospective As-If Restricted Value

➢ The Series B Bonds were structured subordinate to the Series A Bonds in principal and interest

➢ The Series B Bonds include a “Payment-in-Kind” mechanism if cashflow is insufficient for interest

• The Bonds are backed by a deed of trust and are further secured by Debt Service / Interest Coverage 

reserves

• A regulatory agreement restricts 55% of the units at 80% AMI and 20% of the units at 50% AMI, with the 

remaining 25% of the units remaining as market rate

➢ The property is expected to achieve an 80% tax abatement

• The Bonds have 12-year maturity and a 10-year scheduled put date

➢ The Bonds are interest only with principal paid through special mandatory redemptions from residual 

cashflow

➢ Debt Service Reserve Funds for the Series A and Series B Bonds cover 50% and 80% of annual debt 

service, respectively

➢ The Project Administrator purchased Mezzanine Series C bonds 

Purpose and Structure1

501(c)(3) Bonds Case Study | $89,950,000 California Municipal Finance 
Authority, Series 2026AB (Hancock Terrace Apartment Homes)

$89,950,000
California Municipal

Finance Authority

Multifamily Housing Revenue 501(c)(3) Bonds 

(Hancock Terrace Apartment Homes) 

$72,700,000 Series 2026 A

$14,250,000 Series 2026 B

Ratings: Non-Rated

Sole Underwriter

February 2026

(1) CMFA Hancock Terrace Apartment Homes 2026 Series AB Data Room & Limited Offering Memorandum; (2) Wells Fargo CIB is the trade name for the underwriter of the CMFA Hancock Terrace Apartment Homes 2026 Series AB bonds, Wells Fargo Securities, LLC, acting 
through its Municipal Finance Group.
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New York City Housing Development Corporation
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Recycled Bonds in a 25% 
Test World: Expanding 
Multifamily Resources
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NYCHDC Overview

• Public Benefit Corporation established in 1971 to 

finance the creation and preservation of affordable 

multi-family housing in NYC

• Governed by 7-member Board of Directors 

appointed by Mayor & Governor

• Staff of 242 manages ~$33B in total assets, 

including ~$25B in multi-family portfolio comprising 

280,000+ units

• Leverage pooled bond resolutions to build wealth 

and reinvest in programs, providing ~$200mm 

annually in subsidy loans

• Typical 4% transactions financed with bond- funded 

senior loans, paired with LIHTC equity, subsidy 

loans and various tax incentives
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NYCHDC Parity Bond Programs

Created in 1993, the Open Resolution is the 

Corporation’s primary financing program for 

NYC Affordable Housing

• Rated Aa2/AA+ by Moody’s/S&P

• $27.3 billion of bonds issued

• $12.9 billion of bonds outstanding

• $17.3 billion of assets; 1.26x asset-to-

liability ratio

• Median project occupancy of 98%; there 

have been no material monetary defaults on 

any Mortgage Loans

Open Resolution

Created in 2020 to finance mortgage loans 

for the long-term preservation of New York 

City Housing Authority(“NYCHA”) 

developments

• Rated Aa2 by Moody’s

• In support of the “Permanent Affordability 

Commitment Together” (“PACT Program”) 

to convert 62,000 NYCHA public housing 

units to Section 8 by 2028

• $2.2 billion of bonds issued; all loans 

enhanced by HDC/GSE RS Program

Impact Resolution



NYCHDC Recycled Bond Program

• Implementation 

• $6B+ in recycled bonds issued since 2008, including $1.4B+ from NYSHFA prepayments

• ~$500mm provided to NYSHFA to support their recycling needs from 2012 - 2016     

• Application

• Preserve Volume Cap

• Recycled “tail” used to cover amounts exceeding the bond threshold required to unlock LIHTC

• “Sub-50” structure for mix-income projects w/ separate condos for LIHTC vs. non-LIHTC units 

• Loan Securitization to create lending capacity at TE-equivalent funding costs

• Preservation Tools, including RAD conversions for NYCHA public housing w/ blended 

recycled and taxable financing

• Workforce Housing

• Pipeline Management and Recycling Tracking



From the 50% Test to 25% Test: Boost in Housing Production

BEFORE: The 50% Test

• At least 50% of aggregate basis (land + building) 

financed with PABs to qualify for 4% LIHTC

• HFAs allocated PAB volume cap beyond 

supportable debt to satisfy the 50% bond test 

• Roughly only 15%-35% of aggregate basis 

can be supported by debt, pending project 

cost and income mix

• Rising costs and increasing demand for 

affordable housing exhausted state bond cap, 

constraining housing production

AFTER: The 25% Test

• One Big Beautiful Bill Act (OBBBA) lowered the 

50% bond financing threshold to 25%

• At least 25% of aggregate basis (land + 

building) financed with PABs to qualify for 4% 

LIHTC

• At least 5% of aggregate basis financed with 

PAB bonds issued after 12/31/2025

• Apply to properties placed in service after 

12/31/2025

Challenge: 
• Funding Gap – 25% Test significantly reduces the amount of PAB financing in project capital stacks, creating 

potential gaps that previously would have been filled with tax-exempt bond proceeds. 

• LIHTC Pricing –The change may also affect 4% LIHTC pricing. 



From the 50% Test to 25% Test: Structural Impact



Gap Financing Strategy 



NYCHDC’s Gap Financing Strategy under the 25% Test

The Gap: 25% Test reduces PAB/TE bonds per project — capital stack gaps previously filled by TE bond 

proceeds must be addressed with alternative financing tools.

Recycled Bond Program
Long-

Term TE

• Previously issued Tax Credit 

Bonds recycled & re-deployed 

as long-term gap financing 

(fixed Rate Serial & Term) 

• Provides low-cost permanent 

debt without consuming new 

PAB volume cap

Bond Market Implication: 

Reduced TE bond issuance per project → shift toward more taxable & recycled bonds → new issuance 

mix for investors

FHLB-NY Taxable Bonds
Long-

Term TE

• Long-term SOFR-index 

program w/ FHLB-NY to 

provide cost-effective long-

term financing

• Pricing akin to 5-6 year index 

floater given the put feature; 

no liquidity  

Taxable ST Bridge Bonds
Short-

Term TE

• Short-term fixed-rate taxable 

bonds bridge construction to 

LIHTC equity

• 4yr bullet



HDC’s December 2025 Open Resolution bond sale 



NYCHDC’s Early Implementation of 25% Test

“25% Test Multiplier” – Same Bond Cap, nearly double the homes and bond issuance volume!






