


Private Activity Bonds 
&
Olene Walker Housing Loan Fund

Presenter Notes
Presentation Notes
Welcome! It’s good to see you all. I think I’ve had interactions with most of you. My name is McKenna Marchant and I am the program manager for the PAB program. (DHV). Brief intros of both of us. 



Agenda
Agenda
• Program Overview

• PAB
• OWHLF

• Application Process
• PAB
• OWHLF

• Details
• PAB – extension process
• OWHLF – underwriting process

• Questions

Presenter Notes
Presentation Notes
In this panel, we’ll be discussing several different items regarding the PAB/OW programs. Please feel free to ask pertinent questions during the panel or there will also be some time reserved at the end of the panel for questions as well.



Program 
Overview



PAB
• January 1, 2024 policy effective date

• January 10, 2024 meeting will be scored by 

updated policy and scoring. Application 

Deadline is November 16, 2023.

Presenter Notes
Presentation Notes
The Private Activity Bond (PAB) Program is Utah’s tax-exempt bonding authority creating a lower cost, long-term source of capital under the Federal Tax Act of 1986.  The Federal Government allocates over $37 billion per year to states on a per capita basis.  Each state establishes its usage priorities by statute. 
Multi-Family$51,266,010
Manufacturing$51,266,010
Exempt Facilities$4,272,167
Student Loans$140,981,527
Single Family$179,431,035

While we will be focusing on PAB use for affordable housing today. It is important to note that PAB is not solely reserved for affordable housing but also used for manufacturing and exempt facilities projects. It is also important to note that PAB is the prerequisite for qualifying for 4% Low Income Housing Tax Credits. The only limit placed on 4% LIHTC is the amount of PAB available in each state. Utah has been oversubscribed since around the time of COVID. In 2022 there was only enough PAB to fund 60% of all requests. 2023 our Board was able to fund all requests for viable applications, but 2024 has been another oversubscribed year. 
I would strongly encourage any interested parties to visit PAB’s website (see QR code). Our website contains the most up to date information regarding board members, our comprehensive policy manual, applications, extension requests and other frequently asked questions. �



Presenter Notes
Presentation Notes
The bonding process can often be confusing since these are not real dollars given by the State, but rather permission to engage in these tax exempt bonds. So let’s walk through a general process. 



PAB 

Presenter Notes
Presentation Notes
Because every state is able to manage their allocated PABs differently some details about each program can nuanced. One of the most unique things about Utah’s statute governing PABs is the rolling calendar. What this means is that while every dollar of PABs are allocated into the five different accounts we just talked about, if they sit, unused, throughout the year, that they will roll into other accounts or the pool account to be utilized by other programs. This often means that affordable housing ends up taking the bulk of Utah’s PABs. Let’s walk through the calendar together. 



OWHLF Program 
Overview

Sources of Funding:
• HOME Program
• Housing Trust Fund
• State Appropriations
• Program Income
• State Match for HOME
• Other Loans/Grants
Federal Financial Assistance – any 
grant, loan or contribution by HUD or 
other U.S. government agency 
except:
• Loan guarantees
• Loan insurance
• Homebuyer interest reduction 

payments

Presenter Notes
Presentation Notes
The largest source of funding has been program income from both Federal and state entitlement funds, consisting of repayment of prior OWHLF loans – historically about $6-7M per year.  PI has dropped significantly by about half due to an increase in surplus cash flow loans requested/approved.
HOME – about $3M each year from HUD
HTF – about $3M each year from HUD
LIH – about $2.2M per year from the Utah Legislature (unadjusted for inflation since 2014), but much of those funds are used for the Single Family programs
HOME requires Utah to provide state match for HOME dollars at $0.25 for each $1 of HOME funds received.
Other sources – USDA-RD, SLC, SL County, other community RDAs



OWHLF

• Bond/Individual Served has been 

expanded

• Minimum Point Threshold of 217

• Qualifies for 4% LIHTC QAP

Use of HOME Funds:
• Cannot be used for:

o Temporary housing
o Student housing

• Can be used in conjunction with:
o LIHTC
o PAB/tax-exempt bonds
o HUD-financed/insured
o RD 515 multifamily
o Private financing

Presenter Notes
Presentation Notes
HOME-financed housing must be permanent in nature, although it can be used for properties with HUD or RD rental assistance
OWHLF financing is “gap” in nature – the project must have a primary source of funding (LIHTC, bonds, RD 515, other HUD financing, etc.) before applying for OWHLF funds
Due to the limited availability of OWHLF funds presently, we respectfully ask that applicants apply only for the minimum amount of funding needed



Other Federal Requirements:
• Relocation (URA/104(d))
• Fair Housing
• Davis-Bacon (12 or more TOTAL 

HOME-assisted units only)
• HUD ERR Review
• Section 3
• Build America Buy American

Presenter Notes
Presentation Notes
Relocation will apply whether residents or businesses are potentially displaced by a housing project
Federal funds include HOME, HTF, and program income repaid to OWHLF from either of those programs – HOWEVER Davis-Bacon only is applicable to HOME-funded projects with 12 or more HOME-assisted units.  HTF funds do not trigger Davis-Bacon.
The HUD-required environmental review process is over and above a Phase I or II environmental review that may be required for LIHTC projects, and no construction activity can take place on the site until HUD issues an Authority to Use Grant Funds (“AUGF”) letter
Environmental review process is currently done through our WebGrants grant management system
HTF funds are also subject to relocation and Fair Housing requirements – environmental requirements are similar to HOME but not quite as stringent, although if a project involves demolition of a historic or potentially-historic project, it will be INELIGIBLE for HTF funding
HUD historically has not provided a great deal of guidance regarding Section 3 compliance (hiring low-income workers that might be eligible to reside in the affordable housing project) but has started tightening up on the reporting and submittal requirements
BABA took effect on August 23, 2024 – requires that products used in infrastructure projects with Federal funding with total costs exceeding $250,000 be produced in the United States.  “Infrastructure” includes the construction, maintenance, alteration, or repair of housing facilities.



Application 
Process



PAB

• Applications due 55 days in advance of Board 

Meeting

• UHC Pre-Qualification

• ARC Developer Meetings

• Corrections

• Final Verification

Presenter Notes
Presentation Notes
So you’re interested in applying for PAB? What does that entail? First you put together your application. We have worked hard with UHC to coordinate our application process so when you apply for PAB, you’re able to complete your application for 4% LIHTC at the same time. There is a separate tab in the condensed excel application to fill out for PAB/OW applications. Even if you are not planning to submit an OW at that time or at all, you must still fill out that tab for your PAB application. 
Once your application has been submitted, UHC will do a prequalification review to see whether or not you meet the requirement of the QAP. It does not make sense for the PAB Board to approve your project only to have it rejected by UHC’s board for 4% LIHTC. Instead we work together ensuring that all required documentation is submitted at the beginning of the process. UHC staff do you have anything to add? 
PAB staff will do a preliminary scoring review
Then we’ll have ARC meetings with applicants. 
Applicants will have three business days to submit or identify missing information. While you do have this review in the application process, it is important to not just wait for staff to catch any missing details. Use the policy manual to try to garner as many points as possible and use staff to clarify any questions before submitting your application. (accessible units vs plan sets example)
Then we will will send out a final verification. 



OWHLF Process

• Applications are taken on a 
quarterly basis and reviewed by 
OW staff

• Staff complete the underwriting 
and review process, and prepare 
an Executive Summary with project 
details and a Staff 
Recommendation

• Board meetings where projects are 
reviewed and funding approved 
are held quarterly.

• Applications are due about six 
weeks prior to the board meeting 
date.

Presenter Notes
Presentation Notes
The OWHLF Multifamily Application is an Excel-based multi-tab document that auto-calculates many things using applicable program subsidy, rent, and income limits, which are updated each year when HCD receives them from HUD.
Projects receiving 4% or 9% LIHTC from Utah Housing Corporation or tax-exempt bond allocations from the Private Activity Bond Authority can submit the applicable UHC application and supporting documents in lieu of the OWHLF application, as the UHC application contains an OW-specific tab with applicable program limits built in to it.
Board meetings are held on the fourth Tuesday in January, April, July, and October; special situations can also result in electronic meetings.
The OW/PAB Executive Summary and any funding recommendations represents only what the staff recommends – all funding agreements and terms are subject to final Board approval and possible adjustment.



Extra Slide

• Bond/Individual Served has been 

expanded

• Minimum Point Threshold of 217

• Qualifies for 4% LIHTC QAP

OWHLF Application

• OW application was a “stand-alone 
process” but now consolidated with 
the UHC LIHTC 9% and 4%/PAB 
application process.

• Apply for all OWHLF sources of 
funds with the same application.

• $2M maximum from HOME or state 
LIH funding.

• $2M maximum from HTF
• Projects with units at or below 

30% AMI can qualify for both 
sources of funding.

Presenter Notes
Presentation Notes
Differences between UHC’s and OWHLF’s separate allocation processes and differing program regulations do make it more difficult to ensure that HUD HOME and HTF requirements are being filed.
UHC applications are now permissible to submit, but each project undergoes careful underwriting and review to ensure that HOME and HTF requirements are met.
If LIHTC or PAB projects apply for OWHLF funds, a copy of the LIHTC/PAB application must be provided for comparative purposes if the OWHLF Application is used; current versions of the UHC application contain an OWHLF-specific tab referencing specific program requirements.
Projects with units at or below 30% AMI can qualify for both sources of funding; this was revised in 2023 to a maximum of $4 million per project/$2 million per source (maximum of 2 sources).  To qualify for HTF funds, a project must have sufficient units at or below 30% AMI.




Details



PAB
• Five (5) 90-day Extension Requests

• Project Info

• Revocation of Volume Cap

• Change of ownership
• Reduction of total affordable units: 10% or more
• Reduction of total units: 15% or more
• Change in project site
• Increased total costs/unit: 15% or more
• Increased total project costs: 20% or more

*For full description see R990-200-8.

Presenter Notes
Presentation Notes
So you’ve successfully been awarded your PAB request. What comes now? You’ll go back to your team (remember the graphic from earlier?  -advisory firms, bankers, bond counsel, investors, etc.) to develop your transaction. Depending on how far along you are in your process this can take anywhere from 30 days to 450 days (as allowed by the PAB Board). At every board meeting which are spaced out about 90 days, you will submit an extension request (again please go to our website to see what this request looks like). The request will contain various information regarding original application information as well as current updated information. Prior to each board meeting, staff will call and get updated details about your project as well. 
All of this information is used to for the board to see how much progress has been made and the likelihood of you closing on your bond and delivering the affordable housing project you presented. 
Another measurable for the board is to keep a running tab on your project’s stats via our administrative rule’s Revocation of Volume Cap section. 
Once you’ve successful put all of your financing together you start building your project and you never come back to us again until you’re ready for funding for your next project! ;)



OWHLF 
Requirements

Program Requirements:
• Area Median Income (“AMI”)

o Multifamily – up to 60% AMI
o HTF – units at or below 30% AMI

• Multifamily Safe Harbor Schedule
o DCR – Minimum 1.15
o Operating Expenses - $2,800 - 

$3,400 minimum (0-4BR)
o Capital Replacement Reserve of 

$300 for new, $350 for 
acq/rehab

o Vacancy – 1-25 units: minimum 
7%, maximum 10%; 26 or more 
units: minimum 5%, maximum 8%

Presenter Notes
Presentation Notes
LIHTC projects have a maximum of 60% AMI, and no more than 80% AMI for mixed-income projects – HOME funds can be used for households up to 80% of AMI; HOWEVER, the higher the AMI, the less a project is eligible due to subsidy-based limits put in place 19 years ago by the OWHLF board and recently updated in 2023.
PAB projects with most units at or near 60% AMI now have rent limits that exceed High HOME limits, so lower AMI tiers are needed for a project to be eligible for HOME funding.  For eligibility for HTF funding, there must be units at or below 30% AMI.
If there are five or more HOME-assisted units in a project, then at least 20% of the units must be at or below 50% AMI (“Low HOME” versus “High HOME”)
If HOME funds are provided by another PJ, such as a city or county, the TOTAL number of HOME-assisted units must be calculated; if that total is 12 or more, then Davis-Bacon regulations will apply.
Projects with DCRs above 1.25 and cash flow greater than 200% of minimum may be subject to interest rate adjustments.
Operating expense minimums vary depending on project configuration - $2,800/studio, $2,900/1BR, $3,100/2BR, $3,250/3BR, $3,400/4BR.
Cash flow minimums vary depending on project configuration - $350/1BR, $375/2BR, $400/3BR, $425/4BR or group home; aggregate cash flow calculated automatically by UHC and/or OWHLF application and the underwriting workbook.
Vacancy will vary based on project size and market study results.





Extra Slide

• Bond/Individual Served has been 

expanded

• Minimum Point Threshold of 217

• Qualifies for 4% LIHTC QAP

OWHLF Subsidy 
Limits

Subsidy Limits:
HOME (1992) – required use by 
bedroom size and elevator/no elevator 
using HUD 221(d)(3) limits, updated 
annually
OW (2005) – Board approved additional 
limits - percentage of HUD’s subsidy 
limits – reduced as AMI increases based 
on percentage up to 50% AMI
HUD (2012) – discontinued  221(d)(3) 
program – Denver HUD Office used HUD 
234-Condo limits beginning in 2015
OWHLF Current Subsidy Limits – as of 
November 2016 AMI subsidy increased 
to 60% maximum

Presenter Notes
Presentation Notes
The amount of per-unit subsidy is reduced as AMIs increase in inverse proportion – the higher the AMI, the lower the amount of subsidy.
HUD updates the 234-Condo limits each year – last update was February 13, 2024.
Subsidy limits were increased to 60% AMI in November 2016; units above that AMI level receive no subsidy, so LIHTC mixed-income projects with units up to 80% AMI receive less subsidy.




Extra Slide

• Bond/Individual Served has been 

expanded

• Minimum Point Threshold of 217

• Qualifies for 4% LIHTC QAP

OWHLF Terms

• *OW Interest Rates – AMI-Based:
56-60% - 3.0%
51-55% - 2.5%
46-50% - 2.0%
41-45% - 1.5%
36-40% - 1.0%
35% or less – To be determined

• Loan Fees – None
• HTF – 30% AMI or lower ONLY – 0% 

interest unless owner defaults, then 
8%

• Cash Flow Loans – minimum of 
$1,000 annual payment to cover 
Division of Finance loan servicing 
costs

*At the Board’s Discretion

Presenter Notes
Presentation Notes
Interest rates are subject to adjustment if DCR and cash flow exceed OWHLF maximums.
For HTF loans, interest rates are set at 0% if the aggregate AMI of the entire project is 30% or lower; otherwise it is subject to the same schedule as other OWHLF loans.
Currently OWHLF has no loan fees, and all loans are serviced by the Department of Administrative Services – Division of Finance.
Cash flow loans have a minimum payment of $1,000.00 set to cover OWHLF loan servicing costs from the Division of Finance and may have a maximum payment set at the equivalent of a fully-amortizing annual payment.




Extra Slide

• Bond/Individual Served has been 

expanded

• Minimum Point Threshold of 217

• Qualifies for 4% LIHTC QAP

OWHLF Scoring

14 categories for scoring:
1. Homelessness (per statute) – 25 max
2. Rehabilitation (per statute) – 5 max
3. Loan Sources/Leveraging – 95 max
4. Construction/Lending Concessions – 25 

max
5. Community Concessions – 45 max
6. Project-Related Responsibility – 5 pts max
7. Project Longevity – 25 pts max
8. Previous Experience – 100 pts max
9. Aggregate AMI Targeting/Unit Size – 90 pts 

max
10. Economic Development – 15 pts max
11. Community Support – 30 pts max
12. Safety, Health, Welfare – 25 pts max
13. Non-Federal Funding – 5 pts max
14. Project-Based Rental Assistance – 10 pts 

max
Maximum of 500 points total

Presenter Notes
Presentation Notes
OWHLF scoring was set up several years ago just in case there were insufficient funds for a particular round – a “cutoff” point would be established – something that has not happened to date but may change with the current funding shortfall.  The current scoring system was updated in 2023 and changed to a total of 14 categories from the six previously.
A total of 500 points is the maximum possible – strong projects will usually score in the 300–350-point range.




Extra Slide

• Bond/Individual Served has been 

expanded

• Minimum Point Threshold of 217

• Qualifies for 4% LIHTC QAP

OWHLF Calculation 
of Assisted Units

Calculation of Assisted Units:
• “Assisted” unit calculation required 

-  two methods used:
A. Percentage of total funds
EXAMPLE – 48-unit all-1BR senior project 
w/$14.0M total cost; $2M HOME funds – 
14.28% of funds/units – 6.8 units, or 7 
(always rounded up)
B. Maximum subsidy
SAME EXAMPLE – HUD 234-Condo 1BR limit 
w/o elevator - $82,853 multiplied by HCM 
of 240% - $198,847 max subsidy - $2M 
divided by subsidy = 10.06 units, or 11 units 
(always rounded up)

•  Must use higher of two calculations

Presenter Notes
Presentation Notes
Although the HOME-assisted units' calculation is required by HUD for any project with HOME entitlement or program income funds, or state program income funds, OWHLF uses the calculation for all sources of funds to determine the number of OWHLF-assisted units for consistency throughout all projects, and to determine the number of units for compliance review.
High-Cost Multiplier is set by HUD – currently it is set at 240% for all HOME projects in Utah.
OWHLF is required to calculate by both methods and use the higher of the two calculations.  We are also required to ensure that the HOME units are in the same proportion as the unit configurations in the project, i.e., unit types, so sometimes that may add at least one extra assisted unit to the total calculation.




Questions
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