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Bond Finance administers the Department's Mortgage Revenue Bond (MRB) and Mortgage Lending 
Programs and is responsible for managing the Bond Indentures.

TDHCA finances below-market rate mortgage loans to qualified Texas buyers through the issuance of 
Mortgage Revenue Bonds (MRBs) and by selling mortgage loans in the TBA market (TBA = To Be 
Announced) through the Department’s Taxable Mortgage Program (TMP).

All TDHCA mortgage loans, regardless of funding source, provide borrowers with some level of Down 
Payment Assistance (DPA).  Our ‘unassisted’ 0% DPA Bond loans are essentially a rate buydown.

Mortgage Credit Certificates (MCCs) are a homebuyer assistance program designed to help 
lower‐income families afford homeownership by allowing a dollar‐for‐dollar tax credit for some 
portion of mortgage interest paid per year. 

Homeownership manages the loan level interface and relationships with lenders, realtors, and 
borrowers in partnership with the Program Administrator and Master Servicer.  Homeownership is 
responsible for marketing TDHCA’s mortgage programs throughout the State of Texas.

TDHCA Programs



TDHCA Production by year
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Mortgage loan volume 
tends to be interest rate 
dependent. TDHCA loan 
demand is no exception.  

Overall loan volume has 
trended lower in recent 

years as rising interest 
rates have negatively 

impacted affordability.  

Bond Finance   &
Home Ownership
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Current TDHCA Mortgage Rates
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Current TDHCA Mortgage Rates
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6



7

Bond Finance Introduction

TDHCA’s Bond Finance Division is entirely self funded, receiving no funds from Federal, State, 
or Local Governments.  Bond Finance makes quarterly contributions to TDHCA to fund the 
Department’s portion of expenses and shared services.

Bond Finance:
     manages over $3 billion dollars in Bond Indenture Assets & Liabilities 
     issues $750 million annually in Mortgage Revenue Bonds
     finances over $1 billion mortgage loans for low to moderate-income Texas families annually
     funds over $50 million in Down Payment Assistance annually
     oversees an $8.7 billion Mortgage Servicing Rights book
 
It is imperative that each program not only supports our mission, but is financially viable and 
sustainable. Bond Finance is committed to enhancing our partnerships and modernizing our 
approach to optimize our portfolio, create sustainable growth, and expand our impact.



Bond Finance Highlights
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• Market Value of Indenture Assets total $3.2 
billion

• DPA Portfolio totals $372 million

• Mortgage Servicing Rights on $8.7 billion in 
mortgage loans generating around 1.6 million 
in monthly revenue

• Bond Finance is winding down the Single 
Family MRB Indenture.  All future issuance 
will be in the Residential Mortgage Revenue 
Bond (RMRB) Indenture

Market Value of Assets
            RMRB         $ 1,726,429,676
       SFRMB         $ 1,490,146,303

         TMP/TBA         $         7,306,765
            $ 3,223,882,744

DPA Portfolio 
$    371,498,974

Mortgage Servicing Rights 
 MSR  $ 8.67 billion

TDHCA receives monthly fees on MSR portfolio



Bond Finance Accomplishments
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Expanded the Texas Local HFC partnership program

Transitioned to continuous lending in bond program 

Initiated Volume Cap Recycling

Established new Financial Advisor relationship

Established new Master Servicer relationship

Started Servicer Oversight Initiative

One Billion
in Volume Cap 

assigned to TDHCA by 
Local HFCs since 2020

TDHCA has recycled

$60 million
in volume cap since

January 2025



Bond Finance Initiatives
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Enhance and optimize TBA program

Improve internal data & reporting 

Expand & leverage FHLB Relationship

DPA securitization & alternative funding methods

Identify CRA lending opportunities

Secondary Market Execution to optimize cross calling

Expand investor base and direct placement sources

TDHCA
will be a 

best-in-class 
State Housing 

Finance Agency



Mortgage Revenue Bonds
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TDHCA issues Mortgage Revenue Bonds (MRBs) to finance below market-rate 
mortgage loans for qualified, low-to-moderate income, first-time Texas 
homebuyers and veterans. 

Participating Mortgage Lenders originate qualifying mortgage loans which are 
pooled into GNMA MBS pass-through Certificates (US Govt. Guaranteed) by 
the Master Servicer.  

The GNMA certificates are purchased into the indenture by the Trustee using 
bond proceeds.

GNMA certificates are the collateral for the Mortgage Revenue Bonds.      
Cashflows from mortgage principal and interest payments flow through the 
GNMA certificates to make debt service payments on the bonds.  

Mortgage Revenue Bond Process
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MRB Economics  $250,000,000 TDHCA RMRB Series 2025 BC
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Loan Assumptions



16

Yield Assumptions
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TDHCA RMRB Ratings    Moody’s: Aa1   S&P: AA+ 
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Moody’s Downgrade

Moody’s downgraded RMRB from Aaa to 
Aa1 on May 21, 2025 in sympathy with 
their downgrade of US Sovereign debt.  

SFMRB retained Moody’s Aaa rating due to 

the strength of the Parity Ratio.

This ratings downgrade affected 31 US HFA 
Issuers.

S&P downgraded the US Sovereign Debt 
on August 5, 2011.  TDHCA’s RMRB and 
SFMRB ratings were accordingly 
downgraded as well.



Taxable Mortgage Program  (TMP) or 
To-Be-Announced (TBA) Program
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TBA Provider quotes the lock-price for Mortgage-Backed Securities (MBS) to 
be delivered by the Department in the future

Department uses quoted prices to set mortgage rates and originates loans

Lenders originate loans through the Program Administrator and sell first and 
second mortgage loans to the Master Servicer

Several times each month, mortgage loans are pooled into MBS

TBA provider purchases the MBS from the Master Servicer and sells the MBS 
in the market.

TDHCA is paid the margin on the sales proceeds and upfront servicing release 
from the Master Servicer.

TDHCA TBA Process
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TDHCA TBA Process
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TDHCA TBA Economics

Loan Amount:    $200,000 
Loan Rate:        6.625%
Repayable DPA:   2%



23

TBA Loan Comparison

Loan Amount:   $200,000 
Repayable DPA:            2%
Loan Rate:              6.500%                        6.625%                6.750%
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TBA Loan Comparison

Loan Amount:   $200,000 
Repayable DPA:                      2%         5%
Loan Rate:                   6.625%                                  7.375%
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TDHCA TBA Economics

Loan Amount:    $200,000 
Loan Rate:        6.875%
Forgivable DPA:   2%



Down Payment Assistance
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Down Payment Assistance is designed to help homebuyers cover some 
of the upfront costs associated with purchasing a home  and provide a 
path to homeownership sooner rather than later. 

DPA also provides an opportunity to supplement other funding sources 
and ultimately lower the borrower’s monthly payment, supporting 
sustainability.

 DPA funding sources include:  

▪ Indenture excess revenue
▪ DPA repayments
▪ Excess servicing income and Mortgage Servicing Release
▪ Premium on MRB Issuance
▪ Premium received selling TBA Loans

TDHCA’s ‘unassisted’ or 0% DPA Bond Loans as essentially a rate buy-
down. Unassisted loans provide a path to lower interest rates for a 
generally more qualified homebuyer benefiting them with a lower 
payment and enhanced sustainability. 

Down Payment Assistance 

TDHCA 
DPA Programs

Repayable DPA
30-Years | 0% | Non-Amortizing

Forgivable DPA
3-Year | 0% | Non-Amortizing

TDHCA Second Liens are due 
upon Refinance or 

Repayment of the first lien.



Mortgage Credit Certificates (MCCs)
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Mortgage Credit Certificates are a homebuyer assistance program designed to 
help low-to-moderate income families afford homeownership.
 

The program allows homebuyers to claim a dollar‐for‐dollar tax credit for 
some portion of mortgage interest paid per year. Remaining mortgage interest 
paid may still be taken as an itemized deduction.

To be eligible, individuals must be a first‐time homebuyer or qualified veteran, 
meet the program’s income and purchase price restrictions, and use the home 
as their primary residence. MCCs generally are subject to the same eligibility 
and targeted area requirements as Mortgage Revenue Bonds (MRBs).   

TDHCA offers MCC only on Combo-Loans provided by the Department.

Mortgage Credit Certificates
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TDHCA Benefits
Combo Loans provide TBA Revenue & 

MCC Fee Revenue

TDHCA Drawbacks
MCC revenue is less than revenue from 

bond issuance

Sufficiency of Volume Cap

Borrower Benefits
Tax Credit lowers borrowers net 

interest rate

Helps borrowers qualify for mortgage

Borrower Drawbacks
Borrowers must claim tax credit on tax 

returns annually

Risks
Changes in Tax Law & Tax Rates

TDHCA typically uses a 20% Credit Rate as MCCs with a 
Credit Rate higher than 20% cap the Tax Credit for the 
Homeowner at $2,000 per year.

Mortgage Credit Certificates
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MRB Private Activity Bond Volume Cap is converted to MCC Authority on four-to-one basis 
…for each $1,000,000 of volume cap, $250,000 of authority can be used.

The tax credit rate utilized determines the dollar amount of loans that can receive the MCC.  

MCC Volume Cap usage 

At a 25% tax credit rate, MCCs 
can be issued dollar-for-dollar 
to the amount of volume cap 
converted.  MCCs can be issued 
against a greater par amount of 
loans with a smaller tax credit 
rate (minimum is 10%) or 
against a lesser par amount of 
loans with a higher tax credit 
rate (maximum is 50%).    



Volume Cap Recycling
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Volume Cap Recycling 
is a way to preserve and recycle prior years tax-
exempt private activity bond volume cap which 
would otherwise expire upon repayment of the 
financing, resulting in redemption of the bonds.

In a traditional recycling program, mortgage loan 
repayments and prepayments are deposited into an 
investment, and a like amount of funds are borrowed 
to redeem bonds. 

At a later date, tax exempt bonds are issued to repay 
the borrowed funds, and the funds invested are 
released to originate new loans.
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Volume Cap Recycling
Deemed Transfer 

To facilitate the ease of execution and avoid the risk 
of failed/delayed wires or bond redemptions, 

TDHCA has adopted a “deemed transfer approach.

  Under this approach, funds will be borrowed from 
FHLB through an advance and immediately 

deposited into a CD with FHLB, and funds will be 
“deemed” to transfer back and forth between FHLB 

and BNY. 

Funds will be held in the CD until bonds are issued, 
at which time the CD matures and is used to repay 

the advance, and new bond proceeds are deposited 
into the mortgage loan fund to originate mortgage 

loans.

 As such, funds will have been “deemed” to transfer 
back and forth between FHLB and BNY.

The cost to TDHCA will be 10 basis points = the 
spread between the advance and CD interest rates.



Private Activity Bond Volume Cap
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Private Activity Bond (PAB) Volume Cap Overview
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Tax-exempt financing of “private activities” has been limited by federal law since the passage of the Tax 

Reform Act of 1986. The IRS establishes a volume cap that limits the amount of Private Activity Bond 

(PAB) issuance that can take place in a given calendar year.  Volume Cap is assigned to each state based 

on population.  Unused volume cap may be carried forward for up to three years. 

The 2025 Texas PAB Ceiling amount is $4,067,808,030.  The State of Texas divides its volume cap 

allocation across five different activities or subceilings as follows:



Subceiling 1 – Mortgage Revenue Bonds

37

Texas allocates 32.25% of volume cap, or $1,311,868,090 to ‘Sub-Ceiling 1 - Mortgage Revenue 

Bonds (MRBs), which supports Single Family Home Ownership activities.  This volume cap is divided 

among the Texas Department of Housing & Community Affairs (TDHCA), the Texas State Affordable 

Housing Corporation (TSAHC) and the various Local Housing Finance Corporations (HFCs) as follows:

Single Family or MRB volume cap can be used to issue Mortgage Revenue Bonds where bond proceeds 

are used to fund low-cost mortgage loans to first-time homebuyers and veterans.  

MRB volume cap can also be used to fund Mortgage Credit Certificates (MCCs).  MCCs are a federal 

income tax credit for lower-income borrowers which allow a dollar-for-dollar tax credit on some portion of 

mortgage interest paid.



Texas Private Activity Bond Allocation

  The State of Texas will receive $4,067,808,030 in 2025

38
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Texas Local Government Code, Chapter 394 (the “Act”) authorizes local 

HFCs to issue bonds for the purpose of obtaining funds to finance home 

mortgage loans for persons of low and moderate incomes, however due to 

the complexity, financial risk, administrative burdens, compliance 

requirements, and expense of a running a bond program, most opt not to 

do so.

Section 394.032(e) authorizes HFCs to delegate to TDHCA the authority to 

act on their behalf in the financing, refinancing, acquisition, leasing, 

ownership, improvement, and disposal of home mortgages or residential 

developments, within and outside the jurisdiction of the housing finance 

corporation, including its authority to issue bonds for those purposes.

Texas Government Code, Chapter 1372, allows HFCs to reserve a portion of 

the State Ceiling and Section 1372.044 of the Allocation Act authorizes the 

HFCs to assign their reservation to TDHCA to issue private activity bonds on 

behalf of the HFC.

Local HFC Volume Cap Assignments

Since 2020, 
numerous local HFCs 

have assigned their 
MRB volume cap to 

TDHCA to ensure that 
volume cap allocated 
to their community is 
utilized as effectively 

and efficiently as 
possible within their 

communities.



Local HFC Partnership Program
40



HFC Volume Cap Assignments
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Local Housing Finance Corporations’ (HFCs) mission under State law is to 
facilitate the financing of housing for low- and moderate-income 
residents within their jurisdiction. 

HFCs may promote single-family homeownership by issuing Mortgage 
Revenue Bonds, where proceeds are used to provide mortgage loans to 
low- and moderate-income homebuyers at below-market interest rates. 

Mortgage Revenue Bond programs are an important part of the mission, 
however they are difficult to establish, costly to administer, and arduous 
to maintain. 



HFC Volume Cap Assignments
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Many Local Texas HFCs have concluded that the most effective way to promote Single-
Family Home Ownership in their jurisdiction is to partner with the 

Texas Department of Housing and Community Affairs (TDHCA) through the 
assignment of Private Activity Bond Volume Cap. 

TDHCA has an established and extensive Mortgage Revenue Bond program, 
issuing nearly $1 Billion in bonds annually to fund My First Texas Home Mortgage

 Loans and Mortgage Credit Certificates for eligible first-time homebuyers and veterans. 

TDHCA’s Bond Indentures are approaching $3 Billion.  The Department works 
hand-in-hand with each HFC to determine the projected loan demand in their 

jurisdictions and appropriate Volume Cap Assignment amount to ensure 
Volume Cap assigned to your HFC is used where it was intended…  in your community.
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