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What are Private Activity 
Bonds (PAB)?

What is a bond? 
A loan from investors to a government that is paid back with interest. 

What are private activity bonds?
A type of municipal bond provided for specific qualified projects, such as low- to moderate-income housing developments. The 
investors of these bonds are exempt from federal income tax on the interest earned, making them an attractive investment. 

What is a conduit issuer? (The City is a conduit issuer of PAB)
A government entity that issues bonds on behalf of another organization to raise funds for projects or activities that serve a 
public purpose, such as affordable housing. Conduit issuers function as pass-through entities and are not responsible for 
repaying the bonds. The government entity’s tax-exempt status is transferred to the bond investors, resulting in lower borrowing 
costs and reducing the overall development cost for housing.

Who pays back Private Activity Bonds?
The revenue generated by the affordable housing development is used to repay the bonds. If the development defaults, the 
investor in the bonds bears the financial liability, not the issuer.



What are Private Activity 
Bonds (PAB)?

What are Low Income Housing Tax Credits (LIHTC)?
​The Low-Income Housing Tax Credit (LIHTC) program was created by Congress in 1986 as Section 42 of the Federal Tax Reform 
Act. Its purpose is to encourage the construction and rehabilitation of low-income rental housing by providing a federal 
income tax credit as an incentive to investors.

What is the relationship between LIHTC and PAB?
LIHTC and PABs are used together to finance affordable housing developments. To qualify for one of the LIHTC awards, 
developers need to finance 25% of their project with PAB. 

What is area median income (AMI)? 
AMI is a representation of the midpoint of income distribution within a specific geographic area (El Paso County) and 
determines eligibility for federal programs. 

Aggregate Basis
The project’s full development cost.

Household Size AMI Income AMI Income

Household of 4 100% $116,400 60% $69,840

Household of 2 100% $93,200 60% $55,920

Household of 1 100% $81,500 60% $48,900



How are PABs allocated?



How are PABs used?



2026 Allocation - $33.7M
• Statewide Population in 2025: 6,012,561 (YoY increase 111,222)
• Per Capita Multiplier: $135 ($5 increase/capita)
• Statewide PAB available in 2026: $811,695,735 (YoY increase $44.5M)
• Allocations to Designated Local Issuing Authorities:

Area 2025 2026 PAB Increase
State $767,174,070 $811,695,735 $44,521,665
CHFA $376,587,035 $400,847,868 $24,260,833

Denver $46,714,547 $49,621,639 $2,907,092
COS $31,865,865 $33,712,319 $1,846,454
EPC $14,739,412 $15,543,383 $803,971



2026 PAB



Process to Issue Bonds

1. Application
2. Staff and Committee Review
3. Inducement Resolution
4. Ordinance



Carryforward
• By September 15, 2026 the City must elect to carryforward unused 2026 

cap for one or more carryforward purposes, or assign, relinquish, or issue 
the cap.

• Total 2026 Carryforward: $33,712,319

• The PAB working group elected to carryforward 2026 cap until 12/31/2029 
for financing of residential facilities for low- and middle-income families or 
persons.

• Council Action: Approve the resolution as presented to carryforward the 
2026 PAB for use in residential facilities for low- and middle-income families 
or persons.



Katie Sunderlin
Katie.Sunderlin@ColoradoSprings.gov
Housing Solutions Manager


	Slide Number 1
	Slide Number 2
	What are Private Activity Bonds (PAB)?
	What are Private Activity Bonds (PAB)?
	How are PABs allocated?
	How are PABs used?
	2026 Allocation - $33.7M
	2026 PAB
	Process to Issue Bonds
	Carryforward
	Slide Number 11

