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Overview

Before the collapse of the bond insurance market in 2008, state housing finance agencies 
historically relied on general obligation credit and/or bond insurance credit to issue bonds to 
finance multifamily developments. The Illinois Housing Development Authority (IHDA) 
recognized as early as 2000 that the process had inefficiencies that may be potentially 
expensive to resolve. Beginning in 2003, IHDA began focusing on efforts to create and 
strengthen a bond resolution that could result in a higher rating than the general obligation 
rating without the reliance of any third party, including bond insurance. 
 
Framework 

� In 2003, IHDA designated the Housing Bond Indenture (“HB”) as the multifamily master 
indenture. In essence, all future financing of multifamily developments will be financed 
through this Indenture. 
 

� Housing Bond Indenture carries the IHDA’s general obligation (underlying) rating of 
A1/A+. 
 

� In 2003, the Authority collapsed the Housing Development Bonds Indenture (“HDB”) into 
HB. The primary assets of HDB were Section 236 developments. 
 

� In 2005 and 2006, IHDA collapsed the Multifamily Housing Bonds Indenture (“MFHB”) 
into HB.  The primary assets of MFHB were Section 8 developments. 
 

� In 2007, IHDA collapsed the Multifamily Program Bonds Indenture (“MFPB”) into HB.  
The primary assets of MFPB were Section 8 developments. 
 

� As of 2010, the assets of HB include Section 236, Section 8, FHA Risk Share, FHA and 
unsubsidized (80/20) developments. 

 
Results

By collapsing multiple indentures into one, IHDA achieved the following efficiencies: 
 

o Reduced transaction and operation costs 
o Consolidated resources � specifically equity 
o Decreased dependency on IHDA’s general obligation to cover shortfall 

 
On March 28, 2011, Standard & Poor’s upgraded the rating on HB from A+ to AA solely relying 
on the assets pledged to the bonds (See attached). 
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The rating upgrade allowed IHDA to achieve measurable improvements in agency operations: 
 

o Issue bonds to finance multifamily developments without any dependency (3rd 
party credit). 

o Issue bonds at a lower cost of funds post New Issue Bond Program (NIBP). 
o Achieve positive outlook for an upgrade to Issuer Credit Rating (ICR) as there 

was less financial “hit” to general obligation.  






