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New York State Housing Finance Agency
MVP — Preserving New York’s Volume Cap

OVERVIEW

New York, unlike some other states, has historically had demand for its tax-exempt bonding authority in
excess of the amount of volume cap it has been allocated. The State’s housing issuers have utilized a
number of different tools to address the shortfall in volume cap without limiting the preservation and
new construction of desperately needed affordable units, most notably issuing replacement refunding
bonds to fund new production whenever possible.

While issuing replacement refunding bonds for the Agencies’ single family activities has been fairly
straight forward, the process for issuing multifamily replacement refunding housing bonds has been
cumbersome. Nonetheless, since the Housing and Economic Recovery Act granted housing bond issuers
the ability to recycle volume cap from multifamily project repayments in 2008, the New York State
Housing Finance Agency (the “Agency” or “NYSHFA”) has explored methods to more efficiently recycle its
multifamily project repayments. In 2014, as a result of this exploration, the Agency launched its
Multifamily Volume Cap Preservation Program (“MVP” or the “Facility”). The MVP allows the Agency to
more efficiently capture and warehouse recycled bonding authority to fund its multifamily rental pipeline
without curtailing the prepayment ability of its affordable projects.

BACKGROUND

HERA, adopted in July, 2008, allows for the replacement refunding of multifamily prepayments from
transactions issued in the prior four years. These replacement refunding bonds must be issued before the
redemption of the existing project bonds and must be used for other qualifying multifamily projects,
though without the attendant benefit of tax credits. Although HERA eliminated the alternative minimum
tax (“AMT”) penalty on all housing bonds issued after its enactment, it complicated the ability to combine
recycled bonds with a new series of bonds because the recycled bonds retained their initial AMT status.
That is, bonds subject to the AMT were still subject to the AMT when recycled for a new project. ARRA,
which was adopted in January 2009, provided that bonds issued after January 1, 2004, could be refunded
on a non-AMT basis. This provision, coupled with the new replacement refunding ability under HERA,
allowed us to combine recycled bonds and new bond proceeds into one non-AMT series of bonds.

Additionally, the legislation requires that the replacement refunding bond proceeds attributable to the
new project be used to redeem the bonds issued to fund the prepaying project. The initial project’s
prepayment is then used to fund the new project. Predicting the timing of the repaying project and
assuring a new bond issue is ready to close simultaneously is not always possible or practical and has
caused NYSHFA to occasionally lose recycled volume cap. The Multifamily Volume Cap Preservation
Program was developed to address this issue.

MVP is a warehouse facility that allows the Agency to issue up to $300 million in unrated privately placed
tax exempt debt held by a qualified banking institution. The Facility allows the Agency the flexibility to
hold prepayments and refund them into a new project with one day’s notice. It is structured with a
drawdown feature that the Agency can access as prepayments are received, (i.e. the private placement
holder will agree to purchase the refunding debt in an amount equal to the prepayment received from
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the existing project). Each issue under the facility is outstanding for a maximum term of six months, after
which the legislation provides that the volume cap cannot be preserved. Once the Agency has a new
project for which it is issuing bonds, the Facility debt is refunded into the new transaction. Lastly, the
Facility debt is fully cash collateralized by the project prepayment and the Agency only owes interest on
amounts drawn from the Facility.

STRUCTURE

The schematic below details how the Facility is structured to work.
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ACTIVITY UNDER THE FACILITY

Since 2011, NYSHFA has issued $930 million in replacement refunding bonds to fund its multifamily
pipeline, of which $150 million was recycled utilizing the Facility.
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CONCLUSION

In an environment of limited resources, our innovative Multifamily Volume Cap Preservation Program has
helped us to stretch the use of our limited volume cap and produce record number of affordable housing
units across the State.



