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HOUSING CUTS:
REFORM OR REVENGE?

Alferdable ncas #g advocates ars gearing oz ‘3r 3 2attie
ovar the CQOP booge: bills aropascd eaminanan of tax
credes for low - noome housing Like lcca. deferzess 272

biock, housing agencies are iocking fo Repucican Sin-
ator John Chatee to fignt for the program’s survival But t
1§ unclear how far cut on a imb Chafee will go fer :he
program in the final round of negotiations.

“Can [ say [the tax creaits| wil be more important than
the environment? [ don't know.” says Robert Coupe,
Chafee's deputy press secretary.

President Bl Clintun has prumised (v veto the hudger
bill, which takes a masiive GLENN TURNER
swipe at Medicare and
Mcdicaid. But while
RIHMFC (Rhode Island
Housing and Mortgage
Firance Corporanon) 1
lobbyving Clinton to cite tax
¢redits as one of his non-
nezanable prioeiries in hig
veto message. Coupe says
Chafee “wouldn't presume
to tell the president what
his priorines should be.” _

Without the tax-credit
program. virtually all low- CHAFEE: pressed from
income housing in the N sides.
state would slow to s hait. Aceording 10 RIHMEC, the
credits finance the construction of 240 apartments, create
260 jobs, and gencratc 35 million in real estate, sales, and
payroll taxes during an average year in Rhode Island.

RIHMFC distributes $1.2 million in tax credits to de-
velopers of low-income housing every year. I'he devel.
apers then sell the credits to big corporations, thus raising
funds for housing progects. .

Under the prupwaed budgst bill, these credics would
“sunset,” or expire, in 1997, Congress would have the
option of renewing them, but RIMMFC spokesman Chris
Barncnt says that would be unlikely. “Sunset will kill tlna
program because in 1997, Congress will be looking for
even more cuts in the budget,” he says. “You make the
eagy cuts fint. ke Medicare.* :

&IHMFC and 11s counterparts in other states approach-
ed Chafee in January (o “take ownersmip™ of the housing
program. says Rarnurt, though he acknowiedges that
"Senator Chafee never wouid have volunteered for this It
was never on hiy radar sgreen.”

rontcally, the housing program was created by Repub-
licans in 1986. according 10 Barnert. And 1t beacfity tnerr
constituency as weil ~ wealthy corporations iooking for a
tax break.

Given the aorigins of the tax credirs. Barnett figures
Represcnuanive Bill Archer (R-Texas). chairman of the
House Ways and Means Committee. has only ene mutive
for leading the light to climinate the prugram - ravenge.

*In 1992 Archer lost a tax credit for narural gas explor-
ation. which, of course, hurt his constituency in Texas.”
says Batuctt. “Su whun lic bevamg chairman of the Ways
& Means Commirtee. he came up with something that
would really get under Democrats’ skin — housing credits.”

Archer 2ide T:m Hocpes denios this i the case, saying
the real motivaiion iy abuse of the housing creduts by
developers, whg benefit from the program more than the
poor What Archer wants. Hoopes says (s greater scrutiny
of the program overall And the threar that it will not be
renewed in 1997 ke adds. “hopefully will have a chifling
effect on fraud and abuse.”

— |odv Ericson
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“There's » umart way to do 4 “They want to provide e ;
and o dwnb way to do it.” Carper  for wealthy peopls ....° Caspar
snid of Repwblicens’ pledge (0 asid of congressional Republicans.
erase the budget deficit over "They're not slowing the growth
snven years “The path thet some of these prograsw just o reduce
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Top state Democrats say local federal cuts
jeopardize local low-income housing program

CENTRAIL. FALLS — T
state elected Democratic of-
ficials are calling on President
Chinton ¢ eave a threatened
federal program that finances
nearly all the low-income
apartments built in Rhode
tsland, including two projects
in Central Falls.

The Low Income Housing
Tax Credit Program would be
eliminated under the budget
reconciliation bill Congress ie
expected to send to Clinton
later this week

According to a news release
from the R.[. Housing and
Mo}l:’ti&n e Finance Corp.
(R1 ), which administers
such funds locally, Sen.
Claihorne Pell, Reps. Patrick
Kennedy and Jack Reed and
It. Gov. Robert Weygand, all
Democrats, have asked Clin-
ton to cite the elimination of

Central Falls

the housing program as one of
the reasens for his expected
veto.

“We want to put howsing in
the eame league as Medicare,
education and the environ-
ment,” said Richard H. God-
frey Jr., RIHMFC executive
director.

In an average year the pro-

finances the construction
of 240 apartments, creati
260 jobs that generate §
million in sales, payroll and
real eslate taxes in Rhode
Island, Godfrey said.

Tax credit projects in Cen-
tral Falls include Cogeswell
Homes, being done by the
private, nonprofit affordable

housing up REACH, and
Centennial Houses, a mef-
fort of the city’s CURE housing

am with the private, non-

t Women's ment

orp., both funded with major
help from RIHMFC.

e tw) projects inwlve the
rehab of 20 abandoned and
foreclosed properties m Cen-
tral Falls.

"Without this credit,” said
Kennedy, “there would be
almoet no low-income housin
conétruction in Rhode Islan
and the nation. The tax credit
is an incentive necesgary for
private investment in low in-
come howing,” he said.

Said Reed, “Tax credits have
financed the construction of
more than 2,400 apartments
in Rhode Island and nearly
800,000 nationwide.”

Weygand called the potential

elmination of tax credits
“another threat to elderly
Rhode Islandera. More than 40
percent of the spartments are

occupied by low-income senior
citizens. re will they go
this program dies?”

Godfrey said the Democratic
effort to save the program
picks up where that TFrRe
publican Sen. Jchn Chafee left
off. He said Chalee was able te

reserve tax crvedits in the
genaw'a version of the budget
reconcilistion bill, only to see
House Republicans prevail
when leaders of the twe cham
bers met to work out the dif
ferences between their
versions.

RIHMEFC is ;.s:‘lf—mpponing
corporation which receives no
state tax dollars. Since 1973,
RIHMFC has financed 47,000
homes and 13,000 apartments.

——————— —



%ax credit progam -
Biay face elimination

SRALLAHASSEE — In a move
@B could diminish the opportu-

for low-income housing for
ands of American families,

ess is considering the dis--

&Xhtling of the Low Income
BBusing Tax Credit program, a
grpgram that its proponents say
produced more than 40.000
dable rental housing prop-

&Bes for Fiorida low-to-moder-

JWincome residents.

e LIHTC program, which al-
private developers of rent-
nits to gain tax credits to

@ild housing for low income

@rners. has generated $11

h of affordable housing for
ewery doliar in tax credits that it

@Bnds. according to its officials.

date. they say the nine-year-

E program has produced $12
llion 1n individual and corpo-
te investments to finance

#00.000 affordable bousing units

grtionwide. .

= The House Ways and Means
mmittee is seeking legislation

Bat would terminate the hous-

E credit program after Decem-

wer 31, 1907.

w Repeal of the program would

Biminate the only remaining

fderal program generating

Em“ numbers of affordable
using for low-and very.low-in-

®me earners.

S At a time when Florida hous-
g stock is woefully inadequate,
olishing this program would

Bave a catastrophic effect on

Plorida’s economy...” said Su-

xn Leigh. executive director of
e Flgrida Housing Kinance

Cy.
= The LIHTC, which was en-
Zted as part of the Tax Reform
Act of 1986, has been an effec-
Bve wayv for government to in-
Quce the private sector to invest
@ servicing the housing needs
:t‘ lower income renters while
ereating thousands of jobs. said
Ceigh

=While critics 1o Congress as-

sert that the LIHTC program
represents “‘corporate welfare.”
the LIHTC program in fact. is
one of the most closely regulat-
ed federal tax incentives. she
said. State agencies. acting un-
der federal guidelines, must re-
view, approve and assure
program compliance by any
project seeking tax credits,
Leigh said.

The LIRTC program has
served more than 63,000 Fiorid:.
ans 1n need of affordable hous-
ing. Nearly 40.000 units have
been butlt in Florda, but stud-
ies by the Houswng Finance
Agency show 835.000 additional
units will be needed in the state
over the next five years.
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By Meg Schneider
Staff writer

DOVER = Alice P Wiggins has
been waiting for a year 10 get into
public housing Last week, she
was told an apartument at Liberty
Court was available. but because
of a court proceeding involving
the last (2nant, she won't be able
10 move 1n {or at least five days.

U she does get the apartment
- and housing ollicials say she
definitely will — she may be one
of the last new tenants to qualify
before the feds cut off public
housing assistance.

As part of their quest for a bal-
anced budget by 2002, congres-
sicnal Republicans have pro-
posed slashing virtually every
federal housing program for low-
and very low.income f{amilies,
and Delaware housing officials
say those cuts will be “devastat-
ing"' o they fo through.

“I'm deeply concerned about
what's going to happen at the fed-
eral level Far fewer eligible fam-
ilies will be able to be helped, and
we [may not be able to continue
helping those we have now,” sad
Susan A. Frank, dlrector of the
Delaware State Housing Author-
1. which serves Kent and Sus-
sex countes. “I'm afrand more of
those familles will become home-
less or will be forced to pay an
outrageous percentage of thelr
income Ln rent.”

The housing authority expects
to lose $3.2 miulion in federal
funds wn the first year of the bal.
anced budget plan. with deeper

Housin
(@

ssistance
ing block

cuts expected in later years. Ms
Frank said. adding that her agen-
¢y represents only a fraction of
the total housing picture ta the
state.

About 8100 milllon a year
ows from Washingron into Del-
aware through various public
and private housing providers,
and the overall cuts in those fed-
eral funcs are expected at be-
tween 10 and 25 percent - “far
qreater than tose realized just

Ses Housing — Page 2
Family
moves just
in time

By Meg Schaeider
Stall writer

DOVER - If the Balanced
Budge! Act of 1998 ~ the mas-
sive plli that seeks to contrel the
growth of feceral spending — be-.
comes law. people on public
housing waiung lists may have to
walt even longer for a place to
live.

Alics P. Wiggins of Dover
seems 16 have gotten in just un-
der the wire After waiting about
a yeas for an apartment she can
afford she's hoping to move :nto
Liberny Court. near Bicentennial

See Family - Page 2
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¢ No new money fer publie
housing. Tha® means no meney
'z 't mere puzhc housing
LR’s. an esimatac 10 pereznt
g4t .n rekabifitaton money fer
gleer units and cu’s of berwesn
four and i+ gercentin operaling
fiads for publlic housing
prajects

These cuts wil hrt very-low-
income [amtlies the hardest. Ms.
Frank said. because pudlic hous-
.ng rents are figured an 30 per-
cent ¢f a tenant's \ncome rather
than cet ar a flat rate

_For every famtly m public
houstng, the Delaware State
Housing Authority has rwo fam-
ilies an a wailing list. the average
Walt for an apariment is at ieas:
pne year, and more often two or
three years, she said.

. The zuts !n operaung and re-
habihitaung public housing also
will hurt she saud.

..If the rchab money and the
dperattng money s cut, what will
happen (¢ the ex:sung $ites and
the eusting residents? What hap-
pens f. each year, those num-
bers ars reduced? Hew do we
manain existung sites?” she
saud

‘. & Sunsetting the low income
tax credit. The low Income tax
credit is used to encourage pri-
vate developers to butia reatal
housing for working famifes.
Developers ¢an use the c¢redit
against thoir Inccme taxes over

10 years but more commoniy
they seii Uie 2redits to investors
for about 55 cents on the dotlar.
tran ise that cash o help pay for
the zonstrucuon That ailows
t.em 19 .ower the reats (o below-
market prices, while 21l making
d prefit

Because of the way it works,
t.c 33CC.CO0 1n credits Decla-
ware '3 alowea 10 give 1o devel-
opers avery year {3 worth about
€5 mullion tn conswrucuon mon-
ev Ms Frank sud. Since the
pregram began in 1987 more
tian 2.4C0 units have been bulit,
and ‘no other program has gen-
eralel that «ind of lordakle
housing, she jaid.

The SOF pian cails for ending
the cred.t after fiscau 1997 de-
seiceers and housing officrals
‘sav that wonid dry up the pooi of
cureorers willing to 2ulld ol-
terdatle housing.

“Tilsisadeclaralion of war on
Icw-nceme people with regard
ta (hetr housiny.” said Leon N.
We.ner ehaipman efthe board of
Lear Weiner anc Assoctates. a

SWLnagien-tasca housing cof-

s outUsh and develcpmeznt rm
at has teeninvelved in abouta
cosen Dweinceme 1ax aredit £ro-
canr@ A [y, Al IAN

.

Staft photo.Kavin Mesiin

Alice Wiggins will be moving Into an apartment just before the federal government is
scheduled to cut its housing assistance funds. Her son Robert, at right, hopes to study in
Japan, but wanted to make sure his mother had a place to live before he leaves the

country.

it. Mr. Weiner replied. "No way.
No way * ’

"“This is bastcally a program
that should be endorsed and
loved by the Republicans.” he
said. beesuse local governments
decide who gets ihe credus. it
combines public and pr.vaie-sec-
wr financing. and the IRS has an
effective, efficient means of en-
suring comphiance.

“Isn’t that enough to make Re-
publicans die in peace?” Mr. Wer-
ner said.

Senaie Finance Commuittee
chairman Willam V. Row. R-
Decl.. 331d the two-yedr sunset on
the credit — instead of immed:-
ate ehmination = wall give law-
makers “sufficient time (3 qeter-
mune If this program s the mast
cost-effective use of taxpayer
money in order (¢ meet tile lous:
ing needs of low-lncome
Americans.’

¢ No new money for Section 8
hausing. Under Section 3 low-
megme [amulic> pav 30 percent
of thetr income 1 reat in non-
public housing and use vaechers
to make up the rest of the market
price.

Kent and Suscex ccuniizy
haven t recetved anv new Secticr
8 funds in the last several vears.
Ms. Feank sald. but New Casue
Counfy adds a-out Q0 amilies
a vear to 1ty Secuon 8 program.
Those familes would be ‘urned

Family

Continuea from Page !
Village. ius week.

IUs been 3 rough walt. She and
her 13.vear-oil son. Robert.
have moved at least hall u dozen
umes since coming to Dover in
Scptember 1994, They started
out al Mapleton Square. where
the 530S-a-tnonth real = plus a
360-a-month utthigy bill — ate up
mest of \'s Wiggins' disability
check.

“We wert to Social Services.
and we jot food stamps. but that
was all we qualtlled for.” Ms Wig-
gins said  ‘Catholic Chanities
paid 2 montli's rent (or us In
April, bus | hgven't been able to
puy them back yet. whuch [ prom-
1sed [ would do *

At Libersy Court. Mg, Wigging
will pay 30 percent of her income
In rent for a (wo-bedroom apar:
ment The rest gl the rent wili ce
suhsidized by the federul
governme'\l

Robert Wiggins. an artist whao
plans to study animatien in ca-
pan next year. sa.d he wan's 'c
see his mother seilied befure ae
goes overseas

“I'm glaa she has the apare
ment at Liberty Court) because |
wont be here 10 help her " he
said 1 hate moving and we e
moved six or seven umes U
year aireadv but hopetully tus
will be’ the (ast ume ~

Onc¢e her housing protiem :s
solved. Ms. Wiggins 33, wants 'z
get lnto a vocauonal rehaoniia-
uon program eventualiv. she
wanls to work in child care

Under the balarced bucge!
proposal. there wouid be nc
money for new public housing
projects Ms. Wiggins sai¢ she
hopes that Joesn’t happen

"I nope they change :he.r
minds about burlding new places
for people. " she sa1d. " 1U's s@ :n-
portans to have ieip Lo g3t S«
on your fee? and to have 1 3ocg
pluce to raice lauas

The preocsal aisacallsiora 2l
perceatcutn Section 8 admiiniz-
tration fees That means avout
$30.000 :ess to ingpect housing
and cetermine applicante =hgi-
Lility. she s1d.

Ms Frans said federal housins

be carsiderec melcre cute 1le
madu
“Unlsriuraely
~A Lunys are laggening. ang
{US very $3d ‘0 me mat becaoa:
af 2 few graliems tne yhitie na
vun il have to suffer. she sz

hars not he
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Shortsightedness shown on axing housing credit

By Karl Smith
F MORE EVIDENCE is re-
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©® Expensive housing. Hous-

ing financed with tax credits

doesn’t need federal

tions, because the money to

use a sensible, market-oriented
approach for delivering credits to
housing developers. It works.

HUD does not stake up so well.

This ig a bitter pill in Wash-
ington. I's so bitter that rather
than allow a popular, effective
and productive program to sur-
vive, Labor Secretary Reich — no

House Ways and Means Commit-
tee Chairman William Archer Just
the thing he needed to try and do
away with the tax credit. Con-
gressman Archer's job was made
easier because he can point to the
cbdlgw of yet another tax loop-
'3

The folks who came up short
are Pennsylvanians who won't in-
vest thelr money in housing after
the tax credil disappears, and
other, less affluent individuals
who might have rented apart-
ments for a little less. Once
again, It's the people who sre go-
ing to be hurt, not the bureaucra-
<y or the politicians.

Karl Smith is the executive di-
rector of the Pennsyhvania Hous-
ing Finance Agency, the organiza-
tion that allocates tax credits in
the commonwealth.
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RIHMFC

M The U.S. House has overcome
Senate opposition to ending the tax
credit program for luw-income
housing.

By RUSSELL GARLAND
Journal-Bulletin State House Buresn

PROVIDENCE — A provision ia the budget
bill that Congress is preparing to éend to Presi-
dent Clinton would “devastate” Rhode Island’s
ability to build apartments for low-income peo-
ple. the executive director of the Rhode Island
Housing and Mortgage Financs Corporation said
yesterday.

The official, Richard H. Godirey Jr., told the
RIHMFC board of commissioners that the House
has overcome Senate opposition to ending the
tax credit program for low-lncome housing,
widely used 1o substaize construction of housing
for the poor. .

The fight to continue the program has been
uvershadowed by budget battles over Medicald,
Medicare and the Republican tax cut, but the tax
credits are vital to Rhode Island, Godfrey said.

Virtually all of th¢ so-called atfordabie rent-
al housing constructed in Rbode Island recently
— about 240 units a year — has been built using
these tax credits, he said. _

RIHMFC, the state’s housing agency, allo-
cates the tax credits to developers, who sall
them to investors and use the proceads to heip fl-
nance the housing project. Rhode Island re-
ceived $1.2 million wosth of tax credits this

year.

Nationally, the tax credits produce more
than 100,000 housing units a year, according to
informatioa provided by RIHMFC. This is near-
ly all of the new rental housing for low-income
people and peariy haif of all muitifamily housing
constructed.

After the RIMMFC meetng, the head of one
of Rhode Island’s nonprofit housing developers
echoed Godfrey’s concerns.

“If they allow you to writs off on your taxes
the exploradon of oil off the Georges Bank, or
whatever, I really don't see why they can't also

Turn to TAX CREDITS, Page B4
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o

Tax credits

Continued from Page B-1

allow the private investor to invest
not just in oil. but in the lifeblood of
people.” said Alma Felix Green,
president of the Women's Develop-
ment Corporation.

Created by Congress {n 1986, the
tax credits are good for 10 years,
but rent restrictions. on apartments
built under the program run much
longer, usually 30 years.

“It is @ way for private corpora-
tions and wealthy individuals to in-
vest in low-income housing, other-
wise they probably wouldn't do it,"
Godfrey said. “What they're ai-
lowed to do is recover basically any
amount that they invest over a 10-
year period via a credit on their tax-
es.”

The tax credits are the only major
federal program left on the books to
subsidize construcuou of housing
affordable to low-income people.
The program of issuing rent subsidy
vouchers to poor families does not
do this,Greensaid. -

‘“A hank is'not going to give you a
mortgage on a voucher because a
voucher is portable,” she said. Also,
she said. the voucher program does
not guarantee decent housing for
large families with very low in-
comes. -

“If you have five children and
you are a femeale, single-parent
head-of-household. and your chil-
dren are minority and you yourseif
are a minority person and you're on
welfare, the private market. even if
you have the money, is most Ukely
not going to respond to you with
safe, decent housing,” she said.

R
The tax credits are good
for 10 years. but rent
restrictions on apartments
built under the program
run much longer.

Godfrey said the Senate, with
leadership from Republican Sen.
John H. Chafee, voted to preserve
the program. but the House, which
Wants 1o 4o away wits it, prevailed
in negotiations between the two
chambers. President Clinton says he

. will veto the GOP budget bill.

RIHMFC and its counterparts in
other states will try to get Mr. Clin-
™on (o support the housing tax cred-
its in his veto message, Godfrey
said.

The Clinton administration is
aware of the threat to the program.
Housing and Urban Development
Secretary Henry G. Clsneros recent-
ly called it essential to ensuring con-
tinued production of affordable
housiag.

He said he would expect Republi-
cans to embrace the program be-
cause it provides an inceqtive for in-
vestors to participate in solving the
nation's housing problems.

Godfrey said he did not know
why House Republicaas are so in-
tent on doing away with the tax
credits, but that the chairman of the
House Ways and Means Committee,
Rep. Bill Archer, R-Texas, is the
leading opponent of tie program.
*It had overwhelmirg bipartisan
support when it was made perma-
neat in 1902, Godfrey said.

Wwith Washington buregu re-
ports by John E. Mulligan.
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JOHN DANFORTH

an Republicans shed the

bad rap that we don’t care

abowt low income people

and communities’ Not if we
abandon the few social programs
that reflect core Republican val-
ues, are proven successes and engoy
bruad support That's why it makes
no sense that the House Ways and
Means Comnuttec has targeted for
elimmnmation the low income Hous-
my Thx Credit.

I helped create the Housing
Credit in 1986 when Republicans
Inct controlled the Senate and
Ronald Reagan was president. It
was the only significant new tax
mcentive established under the
landmark Tax Reform Act, and a
dramatic contrast 10 previous hous-
ng programs that were poorly tar-
geied, ton expensive, plagued by
the worst kind or federal bureau-
cracy, divorced from the discipline
of the inarketplace, and rigidly
indifferem to local needs and pri-
onles

the Housing Credit has indeed
been differem Tnis ran by the states
meh hike a block grant, not by the
Depen timent of Housing and Urban
Development Withaut Tederal
bureaucratie shackles, the Housing
Credn got ofl 1o the fastest start of
Ay honsimg program in American
sty and has been running hard
cver sinee I has produced 750,000
housing umits since 19R7, and
P00 anits last year alone The
Nanton; |I Acsociation of Home
Bulde s antribites almost half of al)

Housing
tax credits
where it
counts

multifamily housing construction,
and virtually all affordable rental
housing development, to the Hous-
ing Credit Because it is flexible
and deployed by the states in con-
suftation with local communities,
the Housing Credit works well in a
wide range of urban, rural and sub-
urban areas, and has built and reha-
bilitated not just traditional apart-
ments, but also single family
homes, townhouses, and even sin-
gle-rmom occupancy hotels for the
homeless.

Another strength is the Housing
Credit's ability to mobilize entre-
preneurial capitalism for public
benefit 1t has attracted $12 billion
I private investment, none of
whih would have flowed to low
income housing mherwise The pri-
vate investors have brought rigor-
ous business discipline to the
process Investors can claim and

keep the tax credits only if the hous-
ing performs in the open market as
promised, so that housing is built to
last, on time and on budget, and is
well maintained and operated eff}-
ciently. As a policy tool, the Hous-
ing Credit has been incredibly effi-
cient; the typical house costs only
$1,333 in tax credits per year for 30
years of service, nntr:bom 86 per-

cent of that amount actually goes to
build the housing. That’s because
investors must compete for a limit-
ed number of state-designated
developments.

But the Housing Credit pro-
duces more than just housing. It
has become a primary federal
resource for rebuilding distressed
inner cities. Nonproftt self-help
qroups, called community devel-
opment corporstions, have artful-
ly used the Housing Credit to
revive moribund neighborhoods
and a sense of community pride
and hope, with remarkable results
from South Central L.os Angeles to
the part of the South Bronx where
Colin Powell grew up amid pover-
ty. In my own home state, the
Kansas City Neighborhood
Alliance uses credit-financed hous-
ing to bring stability to the lives of
inner-city single parents, enabling
them to get jobs, escape from wel-
fare dependency, and even become
homeowners Such housing also
anchors further economic growth
in depressed and blighted areas,
attracting additional private
investment and jobs. Nationwide,

the Housing Credit generates
90,000 jobs, !2 8 billion in wages
and salaries, and $1.3 billion in tax
revenues each year.

Moreovor, the Housing Credit
has shown us how real partner-
ships among community residents,
the private sector, and government

levels can really work. One
nonprofit zation, the Local
Initiatives Support Corp., has
rdednmtlnnnbﬂlmdollan in
investment for low income com-
munity sponsored housing from
such prominent and sophisbca}ed

ren Bun'enb Berkshire Hathaway.
A respected business leadership
group, the Committee for Econom-
ic Develgpment, recommends that
lhe Houalna Credit should be
5 because it “cre-
stesa of mutual interest
between investors and inper-city
communities.” That kind of corpo-
rate-community collaboration is
sorely needed at a time of rising
social fragmentation and pes-
simism about our ability to solve
America'’s most intractable prob-
lems.

ot surprisingly, so succcess-
Nful a program has attracted

broad bipartisan support. By
the time the Housing Credit was
made a permanent part of the tax
code in 1993, it had drawn co-spon-
sorship from 86 senators and 112
representatives, ranging from lib-

eral Democrats like then-Senate
Majority Leader George Mitchell
us Rep. Charies Rangel of Harlem
to conservative Republicans like
now-Speaker Newt Gingrich and
Sen. Jesse Helma. The Republican
Governors Association calls the
Housing Credit “a key element in
the recovering real estate industry
and the most effective tool we have
to see the housing needs of lower
income renters” Jack Kemp has
said he wouldn't be Jack Kemp if he
didn't support the Housing Credit.

So why is the House Ways and
Means Committee proposing toend
the Housing Credit? The committee
cites a single, unsubstantiated
charge that some taxpayers may
inappropriately be claiming the
Housing Credit, and has asked the
General Accounting Office to inves-
tigate. But the GAO has harely even
begun its inquiry, let alone con-
cluded that the program is Aawed
beyond repair That kind of justice
is straight out of Alice in Wonder-
land, sentence first, trial later

Instead of killing the Housing
Credit, we should celebrate 1t as a
leading example of a too rare hreed-
a social program that really works.
The Housing Credit proves that
Republican values can generate
policy that is both effective and
compassionate.

John Dunforth is a former Repub.
lican member of the US Senate
Jrom Missouri
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Future of Housing

With Innovation, Block Grants Can Work

By JoaN N. VaROoYms

‘To affordable-housing advocates, lusing ‘federal
Low Income Housing Tax Credits is like somebhody
throwing away the only bucket in a leaky haat.

This tax credit accounts for nearly all the produc-
tion of low.income apartments in the countrv—
roughly 100.000 units a vear—about the same number
of affordable apartments lost each vear to demuolition.
abandonment and cunversion to highet-income use.

The recently proposed sunset of the credit by 1987
in the House Wayvs and Means Committee marks the
first salvo fired in the debste over the
federal government's rule in providing af
tordable bousing for low. and moderate:
income working families.

Should the credit be lost. the only re.
maining and clearly workable major federatl
housing program will evaporate.

Although it has been functoning only
since 1987, the credit is used by developens
10 raise equity fnr housing projects. It has
evohved as the must ugnificant federal re-
source for developing affordable rental hous-
ing. Gov. Edgar recently urged lawmakers in
W aahington to continue the LIHTC, arguing
that it is one of the few housing and urhan develup-
ment progrums that produces tangible resujts

On average. more than 90 percent of all affrdable
rental bousing and a third of all rental housing in the
United States is produced with the LIHTC. The
credit aiso could plsy a major part in the Chicago
Housing Authority's efforts to move tenants from
publicly operatad high.rise developmenis into pn-
varely developed scattered-site bousing.

As Washington retreats from the affordable hous-
ing arena. we need to find meaningful replacements
for federal resources. Our nation's governors have
been advocating putting welfare and Medicaid funds
into block grants to allow states the flexibility and
‘reedum to tackle these difficult problems head-un.

So dnes the U.S. Department of Housing and
Urban Development. in its "Reinvention Bluepnnt.™”
with a cgll for the consolidation of approximately 60
Jrograms into three block grants to the stares.

The logic of block grants is irrefutable. States know

their hoﬁn. aeeds better than & federal bureaucracy
in Washington and ¢can best address thuse needs with
s ﬂcxibhcrool of funds ..

ME program comes clossst to ressmbling a
housing block

t in the present federal funding
arsenal. HOY

monies, aliocated directly to states,

have few restrictions and have been used to foster
home ownership. increase rental bousing stock and
rehabititate buildings.

HOME funds have been used by many state
housing finance agencies for crestive and unconven-
tiopal
HOM

rposes. Since 1992, more than $70 million of
dollars have produced 2.100 units in Ilinois.
I[HDA used more than $4 million 1n

HOME monies to fund s supportive bous-

ing development in the impoverished East

Garfield Park oeighborhood in Chicago.

East Park Apartments. built through s

rivata/nonprofit partnership between the

itat Company and the Horner Associa-
doa of Men, will provide single-room-occu.
pancy units for 152 low-income. at-risk
individuals who pey J0 perceat of their
income thward rent.
State housing finance agencies keep com-
ing up with innovative financing ideas.
DA's award-winning Affordable Housing
Trust Fund Bond program last year produced triple
the amount of units that could have been funded
under traditional multifamily dbond programs.
Through a sophisticated bond structure. IHDA lever-
aged $5.3 million in itate housing dollars into $112
willion for affordable housing development—all with-
out federal subsidies.

State housing-finance agencies have proved to the
capital marketa and to the public that taxpayers get
their money's worth when it comes to providing
affordable housing in America. Now the real test
comes in convincing the politicians in Washington
that any housing block grant spproach should avoid
unfunded mandatss, give states an adequate share of
funding— and allow marximum flexibility and mini-
mum regulation td avoid locking states inty the same
mistakes that the.federa! government has made.

John N. Varones is deputy director of the [llinois
Housing PDevelopment Authority.
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Will housing
ncentive get
just credit? -

By ). Linn Alien

TRIBUNE STAFF WRITER )
rom Uptown to the West Side,
from Woodlawn to Edgewater.
community groups continually
point to one federal program s
crucial to revitalizing neighbor:
hoods plagued by abandoned or blighted
buildings that. besides being eyesores,
often are a magmet for drug -pushers
gangs and prostitutes. ’

The program is the low-income housing
tax credit, a mechanisin that allows eor- .
porations and individuals to get 10 years-
of tax credits when they invest in low-
income housing '

The credits, which are administered by
states and big cities, are .available for
units that must be kept at restricted rents
for a minimum of 15 years. Tenant

income limits are set at varying levels

below the median for a given.area. -
Since they were introduced in 1687 the
credits have constituted virtually the only
federal program sapporting low-income
housing, generating about 750,000 housing
units around the country since.tben. ,
Nearly 23,000 units have been developed
through credits allocated through the
Illinois Housing Developmetit Author-
ity—some of those in Ghiecago—and
another 190,000 through -the Chicage
Department nE

mmmdwo?m'a«mo" i
The X . additiomn "is .
in the city from 1987 thirough 1991,
amdmtmh'ﬂ-_?m@m- Bureay.

completely u‘:lanke over ml;tadical!y Me;:

apartment buildings- that drag: dows cify

blocks and entire communities, they have
becothe esseritial- 30" ollorts: at “hetghbor-
- The program has ‘béen: such a ‘suceess
that i 1983 Congress, made it permanent,.
meaning -that. it didn’t :Rave" fo’. comesuy-
for periodic review. Buit: budget-slashing’
House Républicans have yol@fle. “sunset
the program at the end .of 199%,

it would have.-to be reauthorized at ﬁnflt":

time. _ e -

- interruption of the credits has chilled
- community groups whd have come to

_ The provision is in the House budget

bill that bas gone to a House-Senate
conference to’ be reconciled with the
Semate budget bill, which doesn’t include
the “sunsetting” language. The joint
!.1_1.«!_013!l bill,.r expected: around Thanksgiv-
Ing, also faces a possible vet

President Clinton. P o from

ppens, the prodpect of an

dc_p“?d on the

“‘We-take the worst bullding in an area
and' renovate it and gut rehab it" said
Jean Butzen, director of .SRO,

b in providing housing for

‘prostitutes and pushers and the' site of.

frequent violence before the groun
rehabbed three buildings Wl_th 300 housing

“Due in large part to our efforts, am
entire block wag completely turned

Credits provided a third of the capital .
and helped leverage the rest, Butzen said.

“H there were no tax credits, Lakefront
SRO wouldn't exist,” she sald. “We would
nexer develop angther unit of housing.”
__The Rev. Richard Tolliver, rector of St
Edmund's Church at 6108 S. Michigan
Ave, {n the South Side’s Washington Park
neighbarhood, said the area around the
church was “‘basically a wasteland”
characterized by vacant lots and boarded-.

- up. bulldings when he arrived in 1989..

8 who had moved out returned
only on Sundays.

With tax credits he has been able,
starting in 1992, to renovate five buildings .
with 68 units for a total of $82 million
and has submitted an application to rehab
67 more units next year. _

The renovations, dotie through the St
Edmund’s Redevelopment Corp., have .
creatad a “palpable sense of hope” in the

- community, he said.

Tolliver said one woman who lost her
property insurance because she lived next
to an abandoned building had it restored
when the group pledged the building
would be renovated. and the woman
began to fix up her property. -

The landlady of an apartment building
also began to do repairs after St
Edmund’'s worked on' another empty *
building next to hers. .

“She-felt her investment was restored
in her own property,” Tolliver said.

He said using conventional financing
Sez, CreerT, Page *H
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for the projects—in the unlikely
eyent it could be obtained for rav:
age-.l buldings in ravaged neigh-
borhuuds -would drive up costs
$0 high that rents would have to
be raised beyond the means of
local residents. Maximum
monthly rents for 4-bedroom
apariments in the buildings he
hias revived are in the mid-$500s,
hb said.
¢if tax credits were not avail-
able we couldn't dothis.” he said.
“In Chicago it's the only way to
redevelop inner-city neighbor-
hoods. IT it closed down vou
would watch further deteriora-
tion.”
« He added that St. Edmund's
Redevelupment Corp. would go
Jut of business. which would
p‘robabl) mean that even those
buildings already rehabbed would
Jdeteriorate again, because their
management would have to be
tined over to a private firm that
would take a less personal inter-
est in them. :
4 About 30 parcent of the credits
g0 directly to non-profit develop-
ers such as St. Edmund’s and
Dakefront SRO, and a big chunk
d@es to private developers work-
ipg with local non-profit groups.
1/This feature of the p. ts
nportant in two ways. For one
mg the development s often
done by people who have a long-
term stake in the neighborhood
and are involved with other com:
funity development activities
that can be dovetailed with hous- .
ing renovation and management.
For another, community residents
often gét important work experi-
ence doing the projects.

Some private develo
make a specialty of wo
the credits.

“It's one of the few programs
out there for housing that has
worked extremeiy well to accom-
plisn its goals.” said Bruce
Abrams. president of LR Develop-
ment, which redevelops both
affordable and top-end multifam-
iy housing

He said his company rehabbed
two of the worst buildings on the
North Side. including ocae on
Ridge Avenue near Senn High
School in which 30 or 60 tenants,
mostly drug dealers. had to be
ethed. .

“{t wouldn't have been done {if
not for credits.” he said.

Abrams said the problem of
sunsetting the program in 1997,
even if it is reauthorized. is that
developers won't be able to plan
ahead and hire or Xeep on experi-

s also
with

Mumenbymnmu

Rev. Rlcham Touwof in nont ofom ofthe nmjects his church has rehabbed using low-income housing

tax credits.

enced staff to work on what are
almost always very complicated
projects—especially from a {lnan-
cial standpoint

The backers of sunsetting say
there have been reports of fraud
and abuse in the program and the
best way to keep an eye on irregu-
larities is to force its reauthoriza-
tion every faw years. .

One draft study by the lnturnnl
Revenue Service, which is respon-
sible for checking up on the $3 °
billion in credits claimed each
year. said improperly claimed
credits could total $800 million a
year. That estimate, however, has '
-been attacked by advocates of the
program as “‘fantasy” based on
scanty and inaccurate research.

Occasionally cases of fraud or
abuse have been documented A
probe of the Chicago Departmnent
of Housing in the late 1980s
showed mzns were given where
they weren't needed and for non-
low-income proj

could in itself have a '‘chilling
effect”,on fraud and abuse. -

But beneficiaries of the pro-
* gram fear disruptions like those
that occurred in the early 1980e,
whan reauthorization got snagged
in political aqulbbl.l.ng. throwing
ﬂmnemi into turmoil. choking
off development and ¢reating
. costly delays. The program was
: made permanent to avoid repeat.
! ing those probiems.

Abrams said it would be more
appmprhu to investigate cases of
abuse but increase the level of

_ credits, because they go along

with the Republican policy of
tnnstorrl.ng control to state and
local hands ‘apd letting private
and non-proftt developers do the
work rather than having the gov-
ermment provide housing

One of the neighborhoods in
which credits have been used
extensively has been South Side
Woodlawn, where hundreds of
units have been renovated

Rep. Bill Archer (R.-Texasg), | through the Woodlawn Preserva.

chairman of the House Ways and
Means Committée, where the sun-
setting provision originated, has
requested a report be made by the
General Accounting Office on pos-
sible i ties. .

A spokesman for Archer said
bringing the program up for
review again would atlow the
GAOQ raeport to be assessed and

tion Investment Corp., a non-
profit group.

Victor Knight, chairman, said
Woodlawn has lost more than half
its population and much of its
housing stock in the last 20 years.
but the vacant lots that remain
can’'t be used for new housing
until the existing apartment build-
ings are fixed up.

“in Chicago. nstheonlywaylomdevelop Inner-cru notmbomoods," he said.

One small single-family devel-
opment of houses costing about
$150,000 has been built near the
University of Chicago campus
which includes a strip alon;
Woodlawn's border with Hyde
Park, and they are selling well.
Knight saud.

“But it wouldn't have been buult
if we couldn't have rehabbed the
multifamily building sitting
across the street or across the
alley.” he added. "“Those buyers
have the choice to move to the
suburbs rather than on a block
that's blighted.”

Those homes and others beinz
built in the Kenwood-Oakland
neighborhood north of Hyde Park
are seen as crucial to the long-
term preservation of Hyde Park
itself—perhaps the city's most
solid. prosperous, integrated
neighborhood.

“These neighborhoods north
and south of Hyde Park have suf-
fered through 40 vears of disin-
vestment, and are being recreated
as economically integrated neigh-
borhoods,” said Jonathan Klein-
bard. University of Chicago vice
pregident for commaunity affairs

“It's a sea change in urban hfe.”
he said, "‘and up until now. It
couldn't have gone forward with-
out tax credits. because no one
will invest next to a blighted
buildine =
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By MK SNAINGTON
Siph 1epasies

Suitdenly, Sally DeVudo was
homeless

After a scrwes of srguments. hut
hushand soki her W keave theu
Hartly bome & few woeeks ago
DeVidu, who recuives a smal) dis
abihty pension. sad her Loen-age
wn moved 1n with a daughter m
Glasgow fur a lew davs and
stasted losking for a place Lo hive
SNie callcd every state and Jocal

* AP A CRRETY K LAN

nmonmulw&ll,kﬂdo’mk«mkmﬂkloﬂh.cm
lodged » & shelier for ho homeiess, ey 8 cbligsied te leave by Satusday

///WJL/’ D

Desperatlon in Delaware

The plight of a 51-year-old
woman and her teen-age son
point up the stale’s growing

agency she oudd think ol und.
when they couldn't help, she
turned 10 hes elected vffiials.

She called the gorvarnor's uffwe,
her siste senalor and stale repne
setative, and Sen. Joph B Bi
den Jdr’a office. Devawsc she has
hnle ancy, she asked for hdp
hading low incotm: houstng

Nuae were able w0 help One of
the reasons Delaware bus very
litthe 0w mnocome

“I secims like there's no place
for me o go.” said DeVido, 51

il the GOI”s plans to badance
the fodersal bidget
spras hing House and Scunte bl
that pitssed hast woeeh - levome
law, exrjutis such as Suisan Frank
soid help fur DeVido and othirs
who nevd low ncome hormang will
NOL COmie aun

“ICs sale w0 wmv that the pro
puscd cuis will have a detnimemal
mipuit un oie alddity 10 house
people.” saud beank, execwive d
recior of the Deluwose State
Howssag Aunthordy "Things will
only get wurse il jhousing aRras.
(uncr] programs are cut”

Experts agriee the biggest
threat to wincrcaming the state’sy
meaguer supply of atlvidable hons
ing % 8 Houwe Republcan pro
pusal (o elimuwte the low income
housing tex credst i 187

“The tan covdint 15 the oaly pim
El:la the &alersl government has

the jenductron of specimen;
for e ncomg workmg fannhes.

Thursgay, Nov 2,1995 -~

contamed i,

Sechron B8

The puiple who live o them his e
k-ss thau & percent of the Incal
median sacume The [te of this
proge:un will be verv important ty
Detasrure,” accuriling o John
McEvov. duuceor of e Natonal
Coune ol of Simte Houring Ambhon.-
s s Wastungton, D C

Eakr the GOP bills passed by
the Huwa eml Senute, expeits
said Delaware stands o lose
ahout 3435 million 0 tax credits
for bukiess of low income hous
1y betwernn 1796 and 20012 That
rocans abot 00 low. income res.
wlences will not be buill denng
those ‘eura

That wall huit the state’s binld
mg ndusiry and, by extemswon,
Delaware's ecwiomy

Nutwnal fiqmes adicate that.
annualh. the tox eredit o directiv
respoisabh: for 10008 construe
that ambindsy Jobs. §£3 1 badlon an
wages, ot 8y hallion 1 tavey

See HOUSING — B2
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“l cannot overstate the impar
tance of the tax credit progrum,”
Frank said. "A consortium of
banks has set aside a pool of
money fur the sole purpose of fi-
nancing affordable housing n
Deluware. We are at nisk of losing
that if the tax credit program is
eliminated, and that would be
tragic because not every state has
a fund like this to draw from.”

If it disappears, she said. stute
taxpayers will have to dig nto
their pockets to fund construction
of low-income homes.

"It doesan't make s¢nse to elimi-
nate this program.” Frank said.
“We have partnerships that are
working and the program i3 so
well thought of that we get many
more proposals than we have tax
credits for.”

Although the House wants to
eliminate the tax credit, the Sen-
ate wants to keep it. The result:
the tax credit is une of many
items under review by a joint
‘House-Sunate conference commit
tee. The committee will work out
a compromise, and the final ver-
sion will be sent to President
Clinton.

The tax credit 1s available to
builders who construct low-
income apartments. [t has buen a
boon to thousands of Delawave's
poorest citizens. Frank said. Dur-
ing the pest seven vears, builders
have used the tax credit to add
3.301 low-cost, apartinents to the
stase’s housing stock. The state
hae 'invested $3 nullion in those
building projects. Private compa-
nies, meanwhile, have invested
$12 mullion tn them. she said.

“A million dollars in tax credits
leverages several millions of dol
lars in actual private-sector in.

vestinents,” she said.

A new low.ncome apartinent
“doesn’t just help one person for
one veur It helps muany people
over 2 or 30 years.,” Pranik said.
"We built 320 apartments 1n 1994
using these tax creditg

Currentlv, the state has J61Y
public housing units and another
3.433 apartments subsidized
through the federal Section 8
housing program.

A powerful advocate

Although Huuse Republicans
insist the tax credit must gou, it
does have a champion: Sen Wil-
liam V. Roth Jr.. R-Del.. chairman
of the Senate Finance Committee.

“As it happens,” McEvoy said.
"Sen. Roth will play a key role in
the counference committee, and
that could help save the tax
credit. ke has always been one of
its strungest supporters.”

“But we can't predict what the
outcome will be,” added Barbara
Thompsoun. the council's govern:
mental affairs director. "I think
we can count on chairman Koth
to fight hard for this tax credit in
conference, but there are many
competing issues and there 15 $3.5
billion that can be saved in the
federal budget if this program 1§
allowed to sunset in 1997

Roth uides said the senator can-
not comment on the cunference
comunitlee’'s work yet because it
has onlv just started and there is
no way (o predict what will even.
tually happen to the House and
Senate bihs.

The clock Is ticking
DeVido. who had no financial
interest in her husband's Hartly
hume, was forced to leave her
daughier's reited home when the

“Thousands 1n need’

landiord ubjected to her and her
son hiving there. She moved into
an emergency shelter but can
only stay one week.

She must leave Suturday mght.
She does not know where she will
go after that.

Under HHepublican bhuoget

lans, federul aid used tu keep

¢laware’'s emergency shelters
open will be cut as inuch as
$39,000, according to Cyndi Mar.
shall. a spokeswuman for the Del.
aware State Housing Authioniey
“But that's onlv « guess because
when the tinal bill comes out of
the conference commnittee those
numbers can change radically.”
she said.

DeVido would like to live near
her daughter, so ¢he went to the
Newark Housing Authority to see
about renting a subsidized apart-
ment through the federal Section
8 housing program. The prohlem.
There is 4 uine-month waiting list
for Sectiun 8 eligibility.

Thousands need help

Unlike the tax credit, the Sec-
tion 8 prugram does not secm to
have a powerful protector on the
conference committes,

Nesther the House nor the Sen.
ate bills call for any expansion of
the Section 8 program. That
means the only way alhyone can
move up ua the list 1s if someone
gets a job, surrenders his Section
8 certificate, and moves into &
nan-subsidized apartment

“In reality, the waiting lists are
not going w0 get better because
the number of certificates will
stay the same.” Thompson said.

In fact, the number may do-
crease. Congressional- Republi-
cans have pushed through a 2
percent cut in the federal budget
fur affordable housing this year,
and they've indicated they want
to cut even more next year.

‘““We are concerned that our
walting lLists will double.,” Frank
said. She said there are thousands
in Delaware who need housing
“and we're afruid that the federal
programs we use to supply it are
going to be eliminated.”

The state housing authority re-
cently opened a small public
housing project in Selbywvilie.
Marsha)l aaid it may be the last
onec that openy in Delaware for a
long time if the GOP budget
passes without modification. -~

“Right now it lovks hke we're
going to lose any chance of get.
ting new public housing develop-
ment muney, Neither the Huuse
nor the Senate are in favor of
continuing that.” she snid

All of which leaves DeVido, her
son, and thousands of others in
their situation wondering what
wil) huppen next.
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Sunset of tax credit could jeopardize
low-income housing development

by Kathy Tucker

unsets can be beautiful,
S but one that may accur

on Dec. 31, 1997, doesn’t
paint a pretty picture for low-
income housing developments
- and their residents.

From the lime it was estab-
lished in 1986 through year-end
1994, the Low Income Housing
Tax Credit allowed Colorado
developers of affordable hous-
ing to create nearly 9,000 units,
according to the Colorado
Housing and Finance
Authonty.

CHFA each year receives
applications for four times as
many credits as 1t has to allo-
cate.

But that will change if, as
some members of the U.S.
House of Representatives are
proposing, the credit is allowed
to “sunset” — expire — at the
end of 1997.

And without the credit as
incentive to developers, afford-
able- ing development itself
could in cfiect expire, leaving
the residents who rent it in the
dark for choices.

“Theré seems to be an idea
that they're attacking the rich
develaper, but they’'re not,”
said Barry Serlis, who's been
developing low-income hous-
ing for 21 years. “They'rc
attacking the folks that need
this housing the most.”

The Low Income Housing
Tax Credit was established in
1986 when the Tax Reform Act
of that ycar repealed many
other tax credits. It began as a
temporary program but became
a pcrmanci part of the Internal
Revenue Code in 1992

Each state annually receives
$1.25 of tax credil per resident.
In Colorado, that adds up to
about $4 mullion of allocable
credits, according to David
Martinez, CHFA communica-
Lions manager.

Applicants for the credits
Must meet ONE Of twO Criteria;
the 20-50 test or the 40-60 test.
Under the 20-50 test, developers
agree to set aside 20 percent of
the units that they're develop-
ing for occupancy by residents
whose income 15 50 percent, or
less. of the area median income.
Under the 40-60 test, developers
restrict 40 percent of their units
to residents whose income is 60

percent, or less, of the area
median income.

"We're certain that credits
have been quite & stimulus for
the private sector to find invest-
ment vpportunities in housing
that restricts at least a pereent-
age of the units 10 familics of
qualifying levels,” Martincz
said.

Developers must agree to
either test for a term of 15 years.

Additionally, there is a list
of cnteria for which an appli-
cant receives points, up to a
maximum of 285. For example,
an applicant that’s going {0 ren-
ovate a dilapidated building
may get up to five points. Or,
an applicant that’s going to
develop 25 or fewer units may
also get up to five points.

Affordable housing has
become less affordable to build
— as a result of factors such as
land costa and growth ordi-
nances — and the number of
tax~credit applicants has grown.
Meanwhile, the number of avail-
able tax credits has remained
stable. So, dcvclopers have
made additional guarantees to
better tion their projects.

ey’re required to pro-
vide at least 15 years, but to be
competitive, they're going
above and beyond that:
Investor A says ‘1 want this tax
credit and I'll keep my building
low-income for 30 yecars.’
Investor B says he'll do it for 40
years,” aaid Frik Robinson,
sales associate with the Multi-
Housing Properties Group of
CB Commercial Real Estate

Cro:r Inc.

artinez said that a com-
mitment of 20 years gets 10
points. Each five-year incre-
ment after that receives five
points, up to 30 additional

years.

Although a tax-credit recipi-
cnt must maintuin affordable
housing for 15 yesrs, the tax
credit itself — calculated based
on 15 years — is applied over
iU years.

“Thay are giving 15 years’
worth out over 10 years,”
Robinson said. “At the end of
those 10 years, you still have to
provide low-income housing,
but you don't get & tax credit
m .”

= Robinson, who's learned
about tax-credit deais by han-

dling them, said that Congress

accclcrated the tax credit to give
out more credits over a shorter
period of time.

However, if an owner of a
tax-credit property decides to
sell the property before its 15-
year term has expired, the
owner must post bond with the
Inicrnal Revenue Service for the
amount of credit the owner has
received.

“The reason is because
they’'re giving you credit for
something you haven’t provid-
ed yet — the last five years,”
Robinson said.

Usually, lax-credit recipi-
ents sell their credita as soon as
they receive them. They don’t
actually need the tax credits,
but rather the cash that selling
them brings. So they find an
investor who needs thc tax
credits and who will buy them
at about 70 percent of their face
value, according to Martinez.
The investor guts a tax credit
and the devel gets cash up-
front to finance his develop-
ment.

“You sell that credit to an
investaor, who is a limited
partner, take those dollars and
apply them toward the cost of
the project to reduce the loan
you have, therciore reducing
the loan payment so you can
drop the rents and still make
your normal cash flow or
close to it,” said Seriis, who
has sold his tax credits to
build some 1,600 affordable
housing units.

“1f the tax-credit program
goes away .. we won't be able
to provide the housing at the
affordable levels that we cur-
rently do.” he said. “When you
build a $10 million apartment
complex, you have to go to a
lender source, who wants to
know if he’'s going to get
rcpaid. and that's based on the
net operating income of the
property. If [ have to borrow
more money because the credits
are gone, then | have to increase
the rents.”

And the residents paying
those rents would be, in
Martinez” words, “those people
who can least afford housing.”

He said that if the Low
Income Housing Tax Credit 1s
allowed to sunset, it will deal a
“devastating blow” to the pri-
vate sector’s incentive to pro-
vide affordable housing.A
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The Ax Is Poised on

Low-Income Housing Efforts

In New York City, loss
of tax-credit financing
would be a sharp blow.

By ALANS. OSER

which the designations of New York City
housing programs swim, the Giuliami ad-
ministration, early on, ladled the letters
NEP

They stand for Neighborhood Entrepre-
neurs Program. The idea behind this new
program was that about half the occupied
tax-foreclosed housing units that remain un-
der centralized city management would be
rehabilitated at city expense and put in the
hands of small local businesspeopie to own
and manage over a 10-year period.

Potenually about 3,000 buildings with
28,000 low-rent apartments in Harlem, Bed-
ford-Stuyvesant, the South Bronx and other
locations with large low-income populations
could go wn this direction. So tar new owners
have been chosen for 110 buildings with
about 1,000 apartments. Closings, and subse-
quent rehabilitations with tenants in place,
Aare imminent. The new owners have al-
ready started acting as building managers.

It has nat been a universaily popular ap-
proach to rehabilitation in housing circles,
but Deborah C. Wright, the commissioner of
the Department of Housing Preservation
and Development, 13 gratified. ‘‘The tenants
are ecstatic about having a Live person to
call about building problems,'* she said, as if
answering those who worry that low-income
tenanis wiil be poorly served by private
owners.

The critics should more appropnacely
worry about the future of housing produc-
tion for low-income tenants at all. The
Neighborhood Entrepreneurs Program is
merely one of several approaches to re-
habilitating blighted tax-foreclosed prop-
erty. An increasing number of them depend
on the Federal tax credit for low-income
housing, currently threatened in Congress.
Under a tax bill passed by the House of Rep-

resentatives, it would be phased out over
tWo years.

INTO the great kettle of alphabet soup in
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in New York City, the uses to which the
Federal program has been put extend even
t0 new construction 1n strong market areas
such as the West Side of Manhattan. [t has
become an ingredient in attracting the equ:-
ty that developers apply to mixed-income
rentals that receive tax-exempt bond fi-
nancing. (n these *'80-20"’ projects 20 per-
cent of the tenants must be low-income —
that is, household income must be below 50
percent of the median income in the area. In

“most locations, market rents are still not

high enough to attract either equity or debt
financing without public assistance, special-
ists in housing finance say.

But for the most part it has been used

flexibly in low-income neighborhoods, either
to supply the equity needed to generate con-
struction or to finance operating costs or so-
cial services for tenants. Its flexibility has
been one of its charms in the housing worid.
From the standpoint of housing producers,
there is a mimimum of bureaucracy in-
volved in putting the money to work.

It aiso has the effect of giving the private
sector a stake in the [ongterm viability of
housing and neighborhoods, and corporate
America a stake in improving conditions in
poor urban areas. Since the tax benefit can
be lost of the housing fails, investors exer-
cise aversight of operations for many years
through intermediartes like the Local Initia--
tives Support Corporation (LISC), the En-
terprise Foundation, two nonprofit syndica-
tors, and The Related Companies.

Another effect of the tax credit system in
New York City is that it has propped up
property values in the private sector. Non-
profit developers with a state funding com-
mitment have been able to pay prices for oid
Manhactan hotels, for example, that the pri-
vate market would not pay. Without subsi-
dies, prices would tail to a level where a pri-
vats entrepreneur would eventually buy.

Under the tax credit program, corpora-
tions and other large investors can in effect
earn a 15 percent return, through savings on
Federal taxes, for each upfront doliar they

invest in low-income housing. Each state
gets an annual allocacion of credits — $1.23
per capita. New York State’s aliocation for
1995 is $22.6 million, which commuts the Fed-
eral Government to forgomng $226 million in
taxes over 10 years.

New York State has been able (o generate
30,000 units in about 700 new and substan-
tially rehabilitated developments under this
program since it began in 1987 the state’s
Division of Housing and Community Re-
newali says. Of that total, 19,000 units are in
New York City.

According to Joseph Holland, commis-
sioner of housing and community deveiop-
ment, the loss of the tax credit would be a
devastating blow to efforts to provide af-
fordable housing. It 1s being used increas-
ingly to finance these efforts, he said.

New York State has received $208 mit-

lion in allocable credit through 1995.
Cumuiatively, the Federal Government has
thus commutted itself to forgoing $2 bitlion
0 taxes 1o assist the production of iow-in-
come housing in the state. .

Under the tax-credit program. the city

hopes to rehabilitate and divest itself of an
average of 2,500 housing units a year over
the next 10 years, Ms. Wright saud. That
would enable it to use Federal community

velopment grants for housing production
?netil:l::ol houssing management, an ineff-
Federal money.
Ckn\:\l‘l‘t’:\;ﬁ‘t the tax credits we're out of busi-
ness,”’ Commissioner wright said.

The Neighborhood Entrepreneurs Pro-
gram shows the use of the money as an o0p-
erating subsidy. The city will pay for the re-
nabilitation from capital funds, at an a%t::-
pated per-unit cost averaging $60,000. ]
building would pay neither debt service no
taxes. but tenants’ income 13 S0 low _thal
their rent cannot even cover operating ex-

ses. These are calculated at $5.400 a year
(8430 a month). compared with rental in- ..
come averaging $226 a month. The tax-<r
it subsidy makes up the difference. for
Wwithout the credits, new camruquondo .
lower-income tenants also woulq wind ho:d
In Brookiyn, the St. Nicholas Nelghbuzred
Preservation Corporation has produce .
about 1,200 units of housing in the William
burg and Greenpoint sections of _Br_ooklyn )
over the last 12 years. Currentlyitisa paln
ner of Los Suros, another nonprofit d_eve otp-
er, n a 48-unit new-construction project a
Tﬁroop Avenue and Whipple Street in

Bl?%ez:;vmmg we've done in the last four or

i financing,”’
i ears requires tax-cnjedu
(sl::i);dichael Rochford, director of the Sx(.1 (
Nicholas corporation. [n this case, athirdo

THE Federal program began in 1987 and



Sl From CRe slatte (o svnaication, the
rest comes irom i stare-C: (v capial pool.
sparrow Construction is doing the construc-
rion on a turnkey basis, that i1s. upon comple-
rion title wiil be taken by a company formed
by the sponsars.

The tenancy will be half low-income work-
ing people and half “homeless’' — many
orobably consisting of families displaced by
site consolidation for new-home construc-
tion on former Pfizer Caorporation land near-
by.

In East Harlem, Hope Communtty Inc.. a
nonprofit community-based housing organi-
zauon, 1$ using the program with state mon-
ey to rehabilitate three buildings on East
104th Street. " We hought the buildings a few
years ago from a private owner and we've
held them ull we could find the right pro-
gram to finance the work.'’ said Mark S. Al-
exander, director of Hope Community.

And in Riverdale, Jeffrey E. Levine, a
builder and contractor based in Douglaston,
L.1..1s relying on tax-credit financing to
build a mixed-income 170-unit 18-story
building on land he has assembiled on the
east side of the Henry Hudson Parkway
south of Johnson Avenue.

It it were a straight market-rate project
I wouldn’'t be able to get the financing for
it he said. ]

Mark S. Alexander, director of Hope Community
Inc., a nonprofit community-based housing or-
ganization, which will run walk-ups being rebuilt
on East 104th Street, including No. 164, above,
and No. 157, with scaffolding, left. Use of the Fed-
eral tax-credit program will keep rents low.
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The Whys And Wherefores /%7~

By Marvia M. 8ltllager

HAT IS THE LOW-(NCOME
WHOUSKNG TAX CREDIT? It
is a credit against federal
tax for part of the invesunent an

investor (nakes ln constucuon
or rehabditation of apartruents to

be rented at discounts to tenants \
whose ucomes are 60 percent of

the area median or less.

WHY DO WE NEED THE TAX
CREDIT? It's all we have, and it's
woriang. Virtually all low-income
apartnent production depends
on it Since it was created tn 1986,
the tax credit has financed nearly
R00,000 affordable apartments
nationwide, more than 15,000 of
them ln Massachusetts. Buc that's
just barely enough to make up for
the nearly 100,000 low-lncome
aparamnents lost from the national
housing supply each year through
demoliuon, abandorunent or con-
version to lugherincome use.

WHY A TAX CREDIT? The tax
credit provides the flnancing that
makes lower rents possible for
qualified renters. The limits the
tax credit unposes on the rent are
too low to pay the niortgage other-
wise. The credit mechanism
makes sure state agencies, appro-
priate local officials and private
investors determine that quality
housing 18 built where it is needed.
In Massachuseus, Gov. William F
Weld has designatad the secretary
of the Executive Office Of
Communities and Development to
be the tax credit allocator for the
commonwealth. EOCD Secretary
Mary Paduls and her saff have
done an excellent job in adminis-
tenng this vital program. In addi-
tion, Massachusets Housing
Finance Agency Execuuve
Director Steven Pierce and the
Staff have flnanced and are provid-
ing quality asset management to
several thousands of units pro-
duced under a special provision of
the tax credit program that is com-
bined with tax-exempt financing.

IS THE TAX CREDIT PRO-
GRAM CORPORATE WELFARE?
Although the [986 tax act limits
the amount of credits individual
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Manvin M. SIFLINGER,
Sormaeriy director of the Boson
office of the U.S. Department of

Housing and Urban Development.

and the Massachuselts Housing
Fingnce Ayency, s currendy
co-chairman of Housing
Partners. a Bosion-based
Iwu.nng cmuuumyﬁm

laxpayers can use, making cotpo-
rate purchases predomunant, indi-
viduals sull are a sigruficant (ac-
tor in the wax credit market
Invesung in lower-inconte rental
aparunents does cut the tax bl
for investors; that's the incentive.
But it does not subsidize corpora
tions for expenditures they would
be making anyway. The tax credit
is mare Like the charitable deduc
don, which encourages taxpayers
to do good beyond their own
interests by rewarding them with
tax reduction because they are
heiping people in need.

ISN'T THE TAX CREDIT JUST
A LEFTOVER FROM THE GREAT
SOCIETY? No. it's a program ongi-

l
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Of The Housmg Tax Credit

nated by a Republican Senate and
signed by then-Presiden: Ronald
Reagan. It is an unprecedented
model for reducing the federal
goverrunent's intrusion in Ameri-

can life and reinfotcing individual
responsibuity for one's own life. If
Congress wers to set out today to
create a housing program that nwhbi-

lized pnvaie and public resowrces
under stale direction o help flnance
privately owned. affordable renial
aparuments, it would creale some-
thing very much like the tax credit

WHY OBJECT TO THE PRO-
POSED SUNSET FOR THE TAX
CREDIT” [n the face of a balanced-
budget deadline just seven years
away, the effect of repesling tax
credit permanence is to repeal the
tax credit usell. [f the tax credit is
eliminazed now, where will the rev-
enue be (o resurrect it as 2002
draws near? Returning to the
stop-starn stamg (o which the tax
credit was subject before 1993 will
also disrupt the program just when
it is reaching peak efficiency. Tax
credit permanence has aturacted
invemors who were unwiling to
deal with the credit when its exis-
tence remalned uncertain.

The record of production of
nearly 800,000 units of quality low-
income housing deserves the
biparusan support it is receiving in
the Senate. The tax credit program
is clearly in the public interest and
is worth fighung for. a
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Low-Income
Housing Credit
Awatits Its Fate

Lawmakers Tie Program’s Future
T Reconciliation of the Budgel

By H. Jane Lehman
Specnd 10 The Washagton Post

The permanency of the $2.2 billion tax credit to spur
construction of apartments for low-income people is
again in doubt.

Two years ago the Democrat-controlled Congress vot-
ed to end the uncertainty associated with year-by-year
renewal of the low-income housing tax credit by embed-
ding it permanently in the tax code.

Last month, however, the influential House Ways and
Means Committee, as part of budget reconciliation legis-
lation, voted to end the program on Dec. 31, 1997.

But this week the Senate Finance Committee left the
program untouched, so the matter is ultimately likely to
be settled in a House-Senate conference committee de-
bating overall budget issues, probably next month.

The program cost $2.2 billion in uncollected tax reve-
nue this fiscal year, according to a Joint Committee on
Tanxation estimate.

Developers vie for allocations of the credit from the
states where they plan to build apartments with rents af-
fordabie to households earning no more than 60 percent
of an area’s median income, which in the Washington ar-
ea would be $37,620 for a family of four.

The developers, often in conjunction with a syndicator,
then sell the credits, good for 10 years worth of dollar-
for-dollar write-offs against tax labilities, to investors
who pay a lump sum for the credits, often in the million-
dollar range.

With the cash as an equity stake, developers do not
need to borrow as much money to finance the projects as
they would otherwise. That, in turn, lowers the monthly
tenant rents needed to support the projects to a level
manageable by the low-income households, the only
renters eligible to occupy the apartments for 15 years
under terms of the credit.

With the end of federally sponsored housing produc-
tion programs, the credit has been responsible for most
of the affordable apartments built since 1986, according
to the National Association of Home Builders. The trade
group said that in recent years the credit has enabled the
annual construction of 50,000 to 60,000 new low-income
rental units and the rehabilitation of about 60,000 exist-

. Bee CREDITS, E3, Col |



Low-Income
Tax Credit
Is at Risk

CREDITS, From E1

ing affordable apartments, NAHB
spokesman Jay Shackford said.

Over the past seven years, the
credit has helped build 2,227 units of
affordable housing in the District, in-
cluding Luther Place, a 100-unit
apartment building near Vermoat
and Massachusetts avenues NW for
homeless women and low-income
working families.

In Maryland, the credit has pro-
duced 14,839 units, including 280
houses and town homes scattered
throughout Montgomery County and
the 100-unit Park Seton apartments
for the elderly in Bladensburg.

In Virginia, the credit stimulated
development of 17,509 apartments,
inciuding rehabilitation of the 29-
unit Elbert Avenue Apartments in
Alexandria.

The idea behind the Ways and
Means Committee decision to end
the credit, said Jim Clark, an aide to
the Ways and Means chairman, Rep.
Bill Archer (R-Tex.), is not to cancel
the program but to force it to justify
its existence oan an ongoing basis.
That would return the housing cred-
it to an equal footing with other tax
credits, such as those for corporate
research and development, job tar-
geung and orphan drug experimen-
tation, he said

“All that is being dooe is undoing
the 1993 act and throwing [the
housing credit] back into the pot
with the other expiring tax prow-
sions,” Clark said. “It will again be-
come subject to periodic review to
make sure it is working correctly.”

Clark acknowledged that can-
celing the permanent status of the

With the end of
federally sponsored
housing production
programs, the credit
has been responsible
for most of the
affordable
apartments built
since 1986.

credit wouid resuit in $3.5 billion n
savings over the next seven years,
which can be counted toward budget
reduction or a tax cut.
pporters, however, say the
move to end the popular program is
tantamount to killing the credit,
which has been responsible for 40
percent of all apartment construc-
tion in recent years.
* F. Barton Harvey III, chairman of
the Enterpnise Foundation, a Colum-
hia-based syndicator of the credits
for nonpmﬁt developers, is among
those suspicious of the motvation
behind the proposed change to the

program.

“If it is not scheduled to end, why
are they counting on revenue sav-
ings in 1998 and beyond” Harvey
said. “Tt is very tough to find the rev-
enue to restart a sunsetted program,
and they know it.”

Harvey also said he was puzzied
by the threat to the credit, winuch
previously had enjoyed strong Re-
publican support. The attack was
“antithetical to the Republican vow
t0 incentivize the private sector to
do more social work that needs to be
done,” he said.

Even i the program were ended
and then subsequently revived, the
loss of permanent status may well
dry up corporate interest in invest-
ing in the credits because of the ex-
tensive research and oversight the

projects require, said John McEvoy.
executve director of the National
Council of State Housing Agencies,
whose members allocate the credit
to developers.

Jim Arbury, vice president of the
National Multi Housing Council of
apartment owners and developers,
said he i3 nervous about how the
credit will fare when negotiators
from the House and Senate debate
the item, given that it is “all tied up
in the dynamics of budget recondiiia-
tion and the size of the tax cut”
sought by the Republicans.

Repeated doubts raised about the
credit, including a 1994 Internal
Revume Service memo focusing on

The program is a “very rich cred-
it,” Clark said, making it a tempting
target for abuse.

The tax credit also came in for
Progresaive Policy Institute, a2 Dem-
ocratic-oriented think tank, listed it
among examples it compiled of “cor-
porate welfare” given to private
business by the government. The
credit “really is not increasing the
number or quality of units available
to low-income people,” said Jeff Ha-
mond, an economic policy analyst
with the organization. “It was ending
up in somebody’s construction fees
or investments.”

McEvoy defended the credit, say-
ing he believes a General Account-
ing Office report due out next spring
will conclude investors do not make
windfall profits and developers do
not collect excessive fees because of
safeguards aiready in place.

McEvoy also said the credit does
not fit the definition of corporate
welfare. Although it does cut the tax
bills of investors, it does not subai-
dize corporate expenditures that
‘wouid be otherwise made, he said.
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3 . the program began in 1987 Over -
" 1,800 apartmeats are affordable
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"'What do the mvcslocs reouve

_ in retusa? Jn Vermont, the inves-

-.. lofs receive an average 12 percent

. retura over & 1S-year period, as- -
suming the development remains |
-1 affocdable 1o the targeted popula- .

tion. A fair retum for 2 most
worthwhile invesimens but cer-
tfainly not corporate welfare.

» The olher rcason saggested by
Committee Chairman Bill Arch-
* er, R-Tex,, for terminaling the- .

tesminale a program only 1o then

- Sludy il is a little like se-lenung

L someonc prior (0 haviag 2 tnal. -

: The reality is that this pro-

[ ‘gram has been a very cffcclive
" method of producing affordable

- rousing at a rclalively low cost Lo
the American laxpayer. In fadt,
the tax credil program was madc
permanent by Congress just two
yeacs ago, afler a lengthy deliber-

" ation on ¥s merits. The problem

is that # is such an cificicnt, noa-
burcaucratic program that if
docsn’l have lots of lobbyists
spendung large sums of moacy to
keep it alive. It is a program
adminisicred by cach state and
can be designed to work cffective-
ly in any arca of the country.

The creation of affordable
housing is beneficial to all who
renl, since increasing the supply
of apartments helps control the

“existed. Through the Tax Credit - '
. program, Vermoit's coooomy is

mhncedbylhzcnauonofpbs
an increase in local propeaty ;- "¢

taxes, improved sales of buildiong - \
matcrials and other rdaled adlv- s

Rics_
This cllective bousing pn»'
gram is likcly to be terminated

_uniless the Scaatc fails to go along

wilh thc House rooommenda-
tions. Thankfuily, Yermont is

repeescaled by (wo thoughtful
‘scnators who are aclively working
" 10 keep this important program

for Vermonters. AN low- and

- moderate-income houschold who -~

currently live a substandacrd

apartments or pay cxcessive reals ©

will be the biggest losers if this
program is allowed 10 sunsel.

‘Aflan S. llwbarcudwdbrclotd"-.
. the Vermont Housing Fiaaace Agency..
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m Successful Housing Credit for Poor in Peril

By Guy Gugliotta
Wasangtum Hast S0 Wener

t 15 a program the GOP should
l love —a (ederal tax incemtive ad-

nministered by the states that us-
es private capital to benelit local
communises. The program’s goal 1s
to produce rental housing for poor
people, and by almost any measuse it
has been wildly successful.

Since s mception in 1986, the Low
Income Housing Tax Credit has been
used by private investors to buld or
renovate nearly 740,000 housing units
natlonwde. in 1995 it will help con-
struct about 110,000 units, well over
90 percent of new low-income hous-

ing.

On Sept. 19, however, the House
Ways and Means Commuttee on a par-
ty-ine vole, approved a proposal by
Committee Chairman Bill Archer (R-
Tex) to terminate the housing credit
by the end of 1997.

The measure will be included in the
House version of the reconciliation bill
destined for floor debate next week.
“Sunsetting” the tax credit 1s expected
to save the federal government $3.5
bulbon over the next seven years.

Archer in July asked the General
Accouniing Office (o see whether the
IRS adequately was momtonng the
housing credit for fraud. He sugpesied
in his letter that “the lack of o sold
comphance program could cost taxpay-
ers as much as $600 millon 4 year”

Archer’s office sad the pancl in-
tended (0 examune the report and hokl
hearugs next year, with a view toward
relenting on this year's decisson. Sull,
a spokesman acknowledged, the com-
mittee has computed the savings for
seven years as f the program were
dead as of Dec. 31, 1997.

The housing credit grants a 10-year
tax credit to corporations and ndividu-
als who mvest m housing desgned to
serve families with incomes below 60
percent of the area median.

Until now the federal government
has aliocated about $300 mutiion in
credits to the states each year. This
money has enabled housing providess
to leverage about $12 bdbon m direct
prnvate tnvestment.

In the Senate, reconciliation so far
has left the housing credit untouched,
and 44 senators, among them 14 Re-
publicans, have registered dismay al
the Houx action. A Sept. 27 letter

syzied by thee Republicans extolled the
credit s a “crucal program” that had
been “tremendously successta) ”

The ketter (o Senate Faance Com-
nutee Channan Sen Willam V- Kath
B (R Det) abwo noted the coedu (ul-
felbed GO sl b dnse o0 was “a de-
centeghzed program, admnustered by
states according 1o thew specdie hoas-
iy needs, fiee ol utederence from
Waslinggton = It e successiul, the bt -
ter continued, “because s market -
diwven” There s btk doubt, the let-
teg said, “that a sunset of thus program
1> tantamount 1o kathng o~

Without agreement by the Senate
and House, the ultunate fate of the
housing credit will be decnled when
the two chambers meet i conference
on 1econciiation nlls,

Low income housing advocates are
heartened by the Senate support, par-
twularly since the housmg credi “dis-
plays a kit of the attnbules that the
new [Republian] nugority woukd want
o see.” sad Paul Grogan, president of
the non proht Local hutatives Support
Corp, which uses the credt o pro-
mate partnerships between business
and conmmunat y ||u||.\lll|.! |)l0vll|l'l 5.
“But we e seaned to death ”
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" Rents

- could ballooa: in dozens of hous- .

g projects for low- and moder-

-] ale-income Vermonters if
- Conmgress procecds with proposals

. lo.reduce federal subsidies. -

... The U.S. Housc and Senatc

are  comsidering  reducing  the.

amount of federal money for sub-.
sidized housing projects built or
rehabilitated in the 19705 and
,1980s. Landlords would havc to
"caise rents 10 make vp for the loss

or face the possibilily ol'dcfaull-_

lng on their nongagcs.

“Thcwo:slproblcnsoo-ld
oocutmlhoscmsoflheslalc
that are Jeast able (0 handle
‘them,” such as the economically

disadvnuged Noctheast l(mg- .

dom, saig Allan Hoat. Huat is:

lhc:lec_uwe direclor of lhc Ver--

Pan e DO

non( Housmg' Finncc ‘Agency,. '
which arranged loans l'or lnany ol'
the progects. . .- CLL

" “All these propds could l‘aoc.
pmcalnlly. 3 shortfall in opcrat-:;
ing monics,” Hunt said. “"How

significant " that - is depends on'. == Some. “subsidies are 'gm:n di

what scemano you follow. It could-*
resuli in significant loan dc[aul(s

_ofpto)cds." Sel E

The cuts in housmg subsidics
am;lsloncofﬂichundn:dsof
budgrt decisions being madc in”.
Conpress this month as & Crics Lo |
finish work on the 1996 federal -

‘budgct. chublu:zn eongtmoom}
.« leaders have promised to Inhnoc‘.é buillfwﬂh -help from:the: inance:
.the bodget by- 2002, . which- as-— aa:-q_

forciag rodualon: m most

Housugusnocmcmmno(h
bo\ucso('Coog:mhmcndoucd
culs of about 23 percet in- the

Housmg and Ufban Dcvdopmul o

ln cxchangc for bower tenl... - ;

‘e s«nousmc 4.4,,.—--

,.vc \"" cedr "‘" l l-:’fr“l-‘;.‘."dw
qulmcnl budgd “this: yur TR

In Vermiont, afficials arc wor- *
md aboul a housing subsidy pl'o—
. gram, known as Scction 8, lhalb.’
belps low- (0. modmtc-mcomc‘-'-
pcoplcpayforhmng, et

e S e

rcctly to people as’ vouichers, ak-
-Jowing them- (o choose their own',.
- housing.” Other' subsidics arc al- -
“tached to housmg ups, requinng
peoplc to live in a specific place’’

- From the mid-1970s to ‘th
aﬂy l980s_ about_100 affordable;;
housing projects in Yernmont were ™

The;:developers:: also—
T cured. 3 - commitment - from: the
1 U.S: Housing and Urban- DcvclJ
*. opment . Depariment: that Scction
-8 would hclp pay lhc n:nl m ca
1111 I Y-

'. ,A.a.'-_«""’.
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) ,.,k«w.e.:s N
b



- Loz

o Dunu.bwn, VHVde  prvyeead

“included the 88-unil Bobbin Mill
on Pine Street and the J6-unit

-Od Avc

e e et

S hoiding $60 million in loans = 2 -
82 prejects. Those projests have
about 2,000 living units.

Federal budget-cutiers tar.
geied the housing projects when
they realized those subsidies can
be double the amount paid to
pcople in the voucher program. ,

- HUD cant .a{Tord the pro-

Some of the 100 projcets have
been relinanced. The Vermont

gram anymore,” said Amy Rain-
one, who handles housing issues
for U.S. Sen. Patrick Leahy, D-
Vt. “The costs of that program

mer fbther ‘and again’lives
sTher'motheriin Colehdit
: I--‘ This fall; Boucher:ste
LS ¢ pursuingan undorgraouaw
Pdegru n busingss:at. Charhplal
at

© Hprograrm kiown ad:Reach Ups~ivs
Hef AUJ:IFC,b‘nem _13 abou\ 1:2!‘»
R

853
.° cﬂ?m"

¥

WY
_‘otf e\faroaéf.sho
me s
ﬁlo -

" 15.verm 0}
. A3 wallpra progrs a
Cprovides; mon’c’y‘f!or.fooa ‘she
sLclothing endiotneriivin mt
expensu*.Thq 16cus; ol 1hef

progrem Igito’ pro\dduo;-_h dren?
Tomines: 9L UpPOrLEss

Cm!uo.w h.felp. from the ANFC_:’ :
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are bailooning.”

But the potential culs could
dramatically affect Vermont pro-
Jeets, Hunt gave some cxarﬂph:r
but did not identify the projects
s0 he would not worry tenan:s
before 3 congressional decision
was made,

One 19-unit project for the
elderly in a small, rural town
would lose $66,624, or 46 percent
of its operating cxpenses. A fami.
ly project in central Yermont
would lose $22,116, or 25 pereent
of its current income,

Rainone said she was unsure
what Congress would decide.

Both the House and Senate
have passcd the dudget bill that
a{Tects the Housing and Urban
Development  depariment,  But
the bills- have. net gone (o a.
‘House-Senate ' negotiating come
. ‘mittee because of a threatened -
s ,,velo from:President Clinton., '+ ,-‘.
'3 - i -Hunt ,58id 'he :was. opumxsuc- _
' Consress ‘would. not: change Sec--

lion 8 o it foreed low- to moder.
...alesincome tenants out,. o!'
," afTordable housing or caused pro-
o O ;ccts 1o defauit on loans, - = .

s "The likelihood of them roll-
’ mg back- the' rents sngmﬂcantly

—— Ajust . isnl gom; to happcn." hc
S"g" Pmd‘?’fﬁy o%-.;,. ey antith s

. ‘l Y rm DI AR Dut,’ Hunt concludedf"thcre
IS 9"‘““!.‘, &3 is going'to be some pain 1o en.

dure for all of us."”

'f- Thaumeons i’non Vorm"oh
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]
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Needy get
grant for

housing

Funds will let 112
live independently

By NANCY KESLER
Oover Bureay ¢hief

DOVER — More low-income el
derly and disabled Delawareans
will be abie to hive independentlv,
thanks to a $7 49 million federal
grant that five Delawere non-
profit agencies will use (o buiid
and huy rental housing.

A svmbolic check was pre.
sented by the US Department of
Housing and Urban Development
Thursday at Dover's Luther Tow-
ers. which provides low-income el
derly housing.

Even though housing officrals
were pleased with the money,
which will provide housing for
112 people. it won't go far consid-
ering the need.

"Arll adults want to
continue to live
independent lives as
long as we can.”

Karen Miller
. - .}

Susan Frank. director of the
Delaware State Housing Author.
ity estumates this type of hovaing
15 naeded by 2,500 elderly. more
tihan 30C mentally retarded and
1.600 mentallyv il pecple '

Federal officials at the cere-
monv encouraged people to suo-
port such grants, which have
been proposed by congrassional
Republicars for significant Ludeet
cuts.

Ii the {ederal housing budeet :s
significantly cut, Frank said.
“even more people will be waiting
[for help].”

“All adults want to continue to
live independent lives as long as
we can,” said Karen Miller, the
HUD secretary’s representative
for the mid-Atlantic area.

Milhe Cooper. 78, who has
lived at Luther Towers for six
years, sgid her apartment compler
“is a most wonderful thing.”
Without it, she said. “people
would live alone.”

Representatives of the non.
profit agencies said financing
housing that provides some ser-
vices for the elderly and dizatied
13 the most cust-effective way to
care for some people.

The alternative. in some cases.
15 exgensive nstitutionalization,
Delaware has a $278 million Med
1aid program. with the state and
federal govcrnment each paving
half About one-third of all funds
go for nursing home care.

The grant recipients who wil
providing aiternatives are:

8 Luther Towers, Dover $2.86
million to build a three-atory, 4+
unit apartment house for the e
derly. Construction could be com-
pleted within 18 months.

® Better Homes, Seaford: $1.76
milhion to build 28 apartment
units on Virginia Avenue, with
construction completed about
Apnil 1997

@ Alhance for the Mentally Ul
ir; Delaware: 1.5 million to buv
ax homes for 20 chronically ill
adults 1in Wilmington and north-
ern suburban New Castle County,
to be ready within a vear

@ Association for the Rights of
Citizene with Mental Retardation:
$1.1 milhon to buy four homes in
suburban northern New Castle
County to serve 17 people within
18 months. -

8 Salvation Army: $249.600 for
the purchnse of three homes for
the mentally retarded in Miltor,
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" Cutbacks in federal tax credit
~ could hurt low-income housing

By Matt Sutkoskl|
Free Presy Staff Writer

"SOUTH BURLINGTON —
. Cutbacks in [ederal tax credit
. might mean afTordable housing
! projects like an apartment com-
: plex for the elderly off Dorset
- Street * would be jeopardized,
- housing officials said Tuesday.

: “The loss of this program as
: proposed by the House of Rep-
- resentatives would be crippling to
© our efforts to provide alfordable
.- housing,” said Allan Hunt, exec-

' utive directer of the Vermont

" Housing Finance Agency.
. The tax ¢redit has been uscd
. 1o help build or renovate about
© 2,500 affordable apartments in
* Vermont since 1987, Hunt said,
- Few would be bullt in the future
without the tax credit, he said,
The federal Low Income
Housing Tax Credits program

- for

offers a credit against [fcderal
income taxes based on the cost of
construction of or renovations to
low-income housing.

The U.S. House Ways and
Means Committee voted Scpt. 19
to stop funding the tax credit
beginning in 1997, pending a
General Accounting Office study
of the program,

Among the projects the tax
¢redit has helped 1s The Pines, a
Dorset Street apartment complex
the elderly, Construction
crews are finishing the first 53
units of the complex, and the first
tenants are cxpected to move in
about Dec. |.

At least 180 clderly people

. have applied to move into The

Pines. Catherine Holloway, 85, of
Scotia, N.Y., is moving into the
complex after her daughter had

ing for her. “Sh¢ had been
looking up here for quitc a while,
but she couldn't find anything,”

.Holloway said.

Developers for The Pines say
they plan to build another 72 units
beginning next year, but might not
be able to if the tax credits are
reduced or eliminated,

Housing advocates hope the
U.S. Senate will reverse the
House action. Both of Vermont's
senators, Republican James Jefe
fords and Democrat Patrick Lea-
hy, support the tax credit. - -

struggled to find affordable hous. -
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Glynis Lawson sits on a bed in her son’s room Tuesday in a recently renoval:
e apantment in Litte Hock. The construction was panially financed with tax
credite sold to corporations. The view oul of the window of her Main Street
apartment will suon improve, since the building next dour 18 being renovated

nto a 10 unit complex.

‘Corporate welfare’
puts roof over poor

BY ANDREA HARTER
Oamaoct M-arefte Busmess Write

Glynis Lawson moved in Au
gust into a dying, overgrown resy-
dential part of Little Rock.

But her new home 1s an apart
ment at 2209 Maio St. part of a
shiny. remodeled “fourplex” that
has arisen in this neighborhood
of old. wooden bomes, many of
which are abandoned.

it s an apartment that wouldn't
be there if not for a tax credit pro
cram that Copgress gight elim
nate 1in its budeet cutting.

Lawson - apasrtment and at
least 7.500 others for low-income
Arkansans exist becawse of a U'S
Depattment of Housing and Ur
ban Development proeram that
pravides tax s redits to corporate
mvestors

That tax ercdit program which

entices corporations across the
country to plunk down $2.2 hillion
a year to belp build the homes. is
in dapger, said Vincent Tilford,
president of the Arkansas Devel-
opment Finance Authority. ADFA
adminmisters the program in Ar
kansas.

The House Wavs and Means
Comumittee on Sept 18 voted to let
the program expire i 1997. The
proposal gnes hefore the full
House next week. )

A similar proposal 15 written
into a bill before Senate Fipance
Committee as part of tax and bud
get cuts. “Some people have
nowhere else to go but into low
wicome housing,” Tilford said
“What will become of them®”

Lawson and her tamily say
they were lurcky to find a decent

See HOUSING, Page 60

Housing

® Continued from Page 10D
two-bedroom. refurbished apart-
ment The rent s $360 a month. 1
thiok 1t is a good deal. We live in
a nice place. Wheu jou have to
spend that kind of mouney, you
want something mice.” she said.

Tilford said HUD allocates $3
mullion in tax credits to Arkansas
annually The tax credits unfold
in a complicsted transaction that
escalates the value of the credits.

The credit works lLike this.
ADFA allocates the tax credits to
Ere-qualiﬁed contractors  who

ave alreadv sccured bank fi-
pancing The tax credits can make
up oanly ahout 30 perceat of a
housing project budget.

The tax credits are virtuaily
worthless to contractors unless
they sell them. A syndicator ur
broker may bhuy the credits for a
price that could be up to five
times the amount of the credit.

For example a contractor
awarded a $100.000 tax credit can
realistically sell the tax credit to
a syndicator {or about $500.000.
according to ADFA officials Syn-
dicators then sell the tax credit to
a corporatiun for the best price

The value of the credit 1s that
it lasts for 10 years For instance,
if the corporahion buys the
$100.000 tax credit, 1t is entitled to
a $100.000) credit for 10 vears  a
total of a $i nuliton credit.

Crities call the low-income

bhazetle
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3I5¢

credits ‘corporate welfare” One
of the program's bipgest detrac
tors is Rep Bill Archer, R Texas.
chairman of the House tax writ-
g comniittee  Archer's chief
complaint: Corporativns are rid
ing on the government's back to
the point of excess.

Tilford conceded that the cred
it costs the U.S. Treasury about $3
billion a year in income. but he
said the program has led to the
construction of more than 100,000
housing units annually - more
than 90 percent of al} of the low-1n-
come bousing in the Uuted States.

In Arkansas, the tax credit has
generated 15,000 tewmporary and
penmanent jobs during the past
three years. Tilford said

There are at least three pto
jects under constructicn in Lattle
Rock. paid for in part hy the pro
gram One is a 10wt buildiog - -
next door to Lawson's apartment
-— part of the Mahlon Murtin
Apartment Complex

“I'm glad they are doing some
thang with 1t. It is dark over there
You don't know who could be up in
there hiding, doing diugs or what.
ever.” Lawson said. “Fyeryone de.

- serves sume place safe to live”
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It works, so let’s Kill it!

HAT zany band of merry men and ®ormn-

en on Capital Hill wno blinuly faliow the
Gospei According o Newt have found vet
another way to pound on the puor. The
newest target they've lined up 1n their cross-
hairs 1s the low-income housing tax credit.
In the name of cutting programs that
Republican congressional leaders cunsider
“corporate welfare," their scorcned-earth

Here is a program that buiids
100,000 housing units a vear
for the poor, with virtually no
federal bureaucracy, and it's
helping Toledo dramatically

approach is about to claum a program that
builds housing for poor Amencans who desper-
ately need it, while providing a tax credit for
comparues willing to risk nvestment capital to
make 1t happen. Every dollar in credit attracts
about three dollars {rom the pnvate sectof.

The low-income housing tax credit goes to
investors, gencrally corporaucas, that provide
money o nonprofit groups for consrucuon or
rehabilitation of low-income houswng. It helps
buld 100,000 unts of low-income housing a
year, or more than 90 per cent of all such
housing bwit in the nauoa

It 13 Jjust about the oaly thung Congress does
for urban ghettos, and now Congress wants w
change the housing credit’s status from perma-

rert W ‘temporary.’ a tacuc whch would
prbabiy kil the credit after 1997.

The Senate Finance Comumittee will consider
the creaut's future when the comumuitiee meets
winurrow  What's at stake? Consider what the
lax credit has done for Toledo.

It has helped finance Museurn Place, a $6.5
million rehabiitation of five lustoric buildings
across Monroe Street from the art museum,
*hereby saving the Bartley Mansion and the Del
Mar bwiding. The project will produce 63
aparumnents.

[t provided the incentive for most of the
nvesument mooey for 8 S0-home development
sponsored by Organuzed Neighbors Yielding
eXcelence on old urban renewal land along
Collingwood Boulevard and Belmont Avenue.
And it made possible tax-credit invesunents for
the reburth of the old Macy's building down-
owmn.,

Heres a federal program that provnides up-
wards of 100.000 housing uuts a year for poor
farmulies, which relies almost entirely on the
private sector and therefore requires virtually
no [ederal bureaucracy o run it. The Gingnch
gang wanls W sunset the uung wnto history?

Even the Republican Governors Association
has wmitten to Rep. Bill Archer, House Ways
and Means Chairman and the architect of this
ridicuious maneuver, wgng him to back off.

The low-wncome bousing tax credit has been a
genwne success story 1n Washington, something
Congress should be pointing to with prnde rather
than pulling the plug oa its life-support
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In recent acuon. the U.S
House of Representatives a
Ways and Mesns Gommittee
voted fo terminata the Low In-
come Housirig Tax Credit pro-
gram in 1997 in the name of

eliminating “corporate wel-.

fare.” The committee’s action
was supported by the full
House a few days later.

Commentary
By Allen S. Hunt

Corporate welfare? How
would the 28 or so Vermont

banks and corporations who!

have investad nearly $40 mil.
lion in affordable housing feel

about having their investment.

labeled corporate welfare?
Through their investment,

nearly 2,500 badly needed

apartments have been built,

renovated or preserved in Ver-
mont since the program began.
in- 1987. Over 1,800 apart..

ments are afTordable to Ver.
mont houssholds earning less

than 60 percent income. It i»

-fay and away the largest re-
maining federally authorized
program . supporting the cre-

ation of aH'Ordab]e renul houl-.'"

m" '.-.:1.'
What do. t.he invcmn ro-
ceive in return? In Vermont,

Danger

program only to then study itis .

a little like sentencing some-
one prior to having a trial.
. The reality is that this pro-
gram has been a very effective

‘method of producing very af-

fordable housing at a relatively
low cost to the American tax-
payer. In fact, the tax credit
program was made permanent
by Congress just two years ago,

after g lengthy deliberation on

its merits.
" The problem is that it is such

an efficient, non-bureaucratic

program that it doesn't have
lots of lobbyists spending large
sums of money to kesp it alive.
It is @ program administered
by each state and can be de.
signed to work effectively in
any area of the country.

The creation of affordable

‘housing is bensficial to all who

rent, since incrcasing the sup-

ply of apartments helps control -
the spiraling rents exparienced
In the mid-1980s when no such *

program existed, Through the

tax credit program, Vermont's

economy is enhanced by the

‘ereation of jobs, an increase in
local property taxes, improved
salos of building materials,

and other related activities. -

¢ This effective housing pro--
.- gram is likely to be terminated -
unless the Senate refuses to go -
“along with the House recom-.

the investors _receive an avers " mendations, Thankfully, Ver- -
age 12 pemnt. return over a. mont is represented by two
15.year. period, assuming the'‘thoughtful senators who are
development« romaine® afford- actively workirig to keep this-

able to. the t.argeud popula- important frognm for Vere - |

tion¥ A fafr return for a most” monters. lows"and moder--

worthwhile . . invettmentf"‘ but’ ate-income households who | -
certainly’ not corpouu wel-' cumm.ly live in substandard;.'f; -

Ifare\- w:tr_;A ,f‘ b %, BPAFtIMENnts Or pay. excessive -
The ot.her renon euggutcd, ‘rents will be the biggest losers ./

by Committes’ Chairmm Arif thil prognrp ie allowed w,, :

cher (ETeue) for u.rmlnanng» “sunset;;
the program’ was to give the:,——
General Aceoum.ing ‘Office an": Alla?l S Hunt iy cncutwc dl-«

opportunity to evaluate ita ef:’ “rector of the Vermont Housing. . |
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By A. RoBERT Kucas

; ' RALEIGH
n the effort to streamline govern-
ment at all levels, the {ederal
Low-Income Housing Tax Credit
Program stands out as a model.
Through incentives to private

investors, it has produced 730,000 afford-

able rental units for lower-wage, working

families, including 15,800 in North Caroli-

* | na—and 2,776 in Wake County.

The housing was produced by private
investment, using federal assistance as a
catalyst, allowing local decisions and
keeping ownership and management in

private hands. Bureau-
cracy is minimal: the
" program is adminis-
tered by a handful of
staff at the U.S.
Department of Trea-
sury and by state
housing finance agencies, most of which,
like North Carolina Housing Finance
Agency, are self-supporting.

So why is the Low-Income Housing

Tax Credil (LIHC) sud-

_lve services.

S“wwnmthhntheycanaﬁo'rdf&' =
rent — $0 percent pr more of thelr gross " *

income. That does not leave much for
food, health care, child care, transporta-
tion and other necessities.

Growing cormmunities — including
Raleigh and Wake County — need aford-
able rental housing for young tamilies,
for low-wage workers, for disabled per-
sons and others with special needs, and
for elderly persons who require support-

With the LIHC providing an incentive
{or private investment, Raleigh i3 enjoy-:
ing successful low-income developments -
that would be hard to distinguish from
market-rate housing. Two examples are
Tryoa Grove Apartments for families, off
Tryoa Road, and Murphy School Apart-
ments for the elderly, the adaptive reuse
of an historic downtown school.

Suburban communities like Cary,
Wake Forest and Apex have also gained
new rental housing, and as a result can
offer more choice to low-income families.
In Durham, the LTHC helped finance

denly on the chopping
block — at risk, not of
being trimmed. but of
belng climinated alto-
gether?.- _

That ls a question for
House Ways and Means
Commiltee Chairman Bill
Archer, RTexas, who in
mid-September intro-
duced a surprise
proposal to “sunset” the
LIHC in 1997, a back-duur
way of killing it altngeth-
er

And — thankfully =it
is also a question for the
Senutle Fuiance Cammit-
tee, which begins

finalizing the tax provi-
sions of its own budget bill this week The
(irst step in keeping thie LYHC's much-
needed housing production is to ensure
that the Senate Finance Couunittee
leaves the program intact tn {ts own bud-
get package.

Two reasons were given by Rep.
Archer for the "sunset.” One (mistaken-
ly) lumps the LIHC wath “corporate

walfara”™ amaaginins tn ho it in the

Pretss-Steele Place, a natdonally recog-
nized apartment community that .
provides clderly perxins with services
for continued indcpendent iviny,
Although Archer’s Ways and Means
Committce votcd along straight party
lines, the Low-Income Huuslug Tax
Credit Program is not o pArTiAan Lasue.
The program was designed 10 years ago
hv the Sanate Finannce ('ammittes Indar

3la

~ Don’t tear down
“the housing-credit

RSP Ty



.oer
: And — thankfully — it
' 18 also a quesuon for the
I Sepate Finance Comumit-
. tee, which begins

finaiizing the tax provi-
sions of its own budget bill this week. The
first 9t¢p In keeping the L.LTHC's much-
nceded housing production 1§ to ensure
that the Senate Finance Committee

leaves the program intact in its own bud-

get package.

Two reasons were given by Rep.
Archer for the “sunset.” One (Dustaken:
ly) lumps the LiHC with ~corporate
welfare"” provisions to be cut in the
Houswe's deflcit reduction package. The
other argues that suspendiny the LIHC
will allow Congress uad the Geuneral
Accounting Office W review scattered
cases of abuse.

The LIHC is not “corporate welfare.”
Unlikc tax deductions for depreciation or
entertainment, for example, it does not
give a benefit for investments that busi-
nesses make in their own interest. The
LIHC provides an incentive to invest for
the public good. in housing that could not
ntherwise Le produced and rented at
such low rates.

Ag for possible abuses, of course they
should be investigated, and the program
shouid be changed if modifications are
indicatcd. The process of review and
reflnement has been almost contnuous
during the 10-year life to thc LTHC —-
without requiring a suspension that, in

the pregeit budget climate, will make it
all but impossible to reinstate any pro-
" gram after a sunset’ :

. North Carolina needs the LIHC. Some
200,000 low-income households to our

A. Robert Kucab i3 executive director
of the N.C. Housing Finance Agency. a
self-suppurling agency created by Lha
General Assembly. He 18 also chairman
of the state’s Housing Policy and Coords-
nation Council. - - o

!

Preiss-Steele Place, a nationally recog-
nuzed apartment community that
provides eiderly persons with services
tor continued independent living.
Although Archer’'s Ways and Meuns
Comumittee voted along straight party
unes, the Low-Income Housing Tax
Credit Program is not a partisan issue.
‘The progrum was designed 10 years ugo
by the Senate Finance Cosunittee under
Sen. Bob Dole, R-Kan. After years of sun-

! set and renewal, it was madc permanent

in 1993 under legislation developed by a
Demncrat-dominated House Ways and
Means Comumittee. Its current and vocal
suppurtiers Include the Rapublican Gov-

‘ernors Association. North Carolina’s

congressional delegation, both Democ-
rulé and Republicans, supported
“permanency” in 1993.

[t would be a mistake to reversa the
decision in 199S.

Pcrmaneocy has made the LTHC oper-
ate more efficiently, allowing developers
and lnvestors Lo count on it i planning
their wurl It has drawn producers of
hi ih quality housing into the production
of high quality affordable housing

In the House, parliamentary rules will
make it virtually impossible to remove
the LTHC sunset provisiva when the bud.
got bill goes to the full House for a vote.
The first step to save Lhe program is to
make surc that the Senule budget has no
such provision. That will open the wuy for
the House-Senate conferenve committee -
1o vestore the LITIC when it iruns out the
differencee between the two budget pack-
ages. -

Every person who understands the
importance of alfordable housing should
make sire that aur North Carvlina sena-
tors and represcalatives hear of their
support for the Luw-Income Housing Tax
Credit Prugram. -

-
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Proposed Rules for Tax Credits
Could Hurt Low-Income Housing

By SusaN WARREN
Stalt Reporter nf Tng Wabki Strre- = JoUninar

A proposal being considerct .. -
gress Lo change the ules for low-income-
housing tax credits could put A hig dent in
the rebound of Texas' muttifamily housing
market.

Apariment construction has been surg-
ing the pust two years, partly spurred by
developers jured into the affordablc-hous:
ing sector by federal tax credits. which
heip finance such projects. In 1994, huld-
ing activity reached Its highest level since
1086, with 31,200 buiding permits issied,
according to M/PF Research Inc. in Dal-
las. Tux-credit projects accounted for over
a third of that wotal, with 11,200 units.

Rut Congress is nuw considering ~'sun-
setting”” the tax credits—~that "i. putling
them up for periodic review. If this hap-
pens, say housing analysts, few low-in-
come projects will be nullt: The uncer-
tainty over the future of the program will
keep developers away.

Nor will builders be able to make up the
difference by erecting more upscaie apart-
ments tn a market that 1S rapidiy becoming
wverbwlt, says Pat O'Connor, president of
O'Connor & Assoclates in Houston, which
studles the apartmeut market. Mr. O°Con-
nor estimates 30% of current jow-income
projects wauldn't have gotten built withyut
tux credits, which builders are able to scll
o investors to raise equity o heip finance
their projects.

“There definitcly will be a decrease in
the ievel uf new construction activity if the
program is sunsetted.” he says.

Developers’ Stampede

Apurtinent developers stampeded Into
the low-incowve uarket after Congress
voted to make the tax-credit program a
permanent {esture in 1983. Befure that. the
tax-credit prog.am was reviewed un d
vear-lo-year is. Fewer developers
wanted 10 go through the troublc and ex-

pense of putting tugether an application
and starting a project, and risk having the
credits canceled by Congress.

Ince the tux credils became perma-
neit, tie Texas Department of Housing
and Community Affairs, which distributes
the federn] credits. was . wampea with ap-
plications for credits to buliu p.7.cts.

[n 1993, for the first time, all of the avail-
able credits were allocated. Applications
Increased by 369 {n 1994: There were morc
applicants than available credits. Overall,
Texas has butlt more luw-tncume ypart-
ments withi the tax credits —9,.222 simcee
{987 ~than any uther state.

Vulnerable to Misuse?

a5t month, Rep. Bill Archer. a Repub-
lican from Houston and chairman of the
House Ways and Means Committee, pro-
pos: © uirzetting the law as of Jan. 1, 1998.
A spokesnian for Mr. Archer says the con-
gressman is concerned the credits wouid
be vulnerable to misusc U not periudicaily
reviewed. The propusal has been approved
by the Ways aud Means Commitiee, and
will be considered by the Senate.

In the current budget-culting environ-
ment, say affordable-livusing advocates,
sunsetting the law would be tantamount o
repealing it: They see littie hope that the
credits will be renewed after 19y7. And
many developers would probably be scared
away U the propusal passes. predicts John
Henncnburger, co-director of the Low-in-
come Housing Information Services in
Austin,

winswn Suilivan, president of sulltvan
Bullders Inc. in Linden, which operates
tax-credit apartments fur the elderly poor,
says the debate over the tax credits puts
everything In hmbo, “The thing that Kills
developery i nut iuwwing what's going w
happen next.” he says. “"You don't know
vhat to hang your haton.””
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Lawmaker Backs Efforf
For Housing Program "+

By Wesley Brown
World StoHf Weiter

A Tulsa state representative
said tax-credit apartment devel-
opments he saw in Yakima,

ash., made him believe that
Tulsa can create a lew-income
housing program that works for
everyone.

State Rep. Chris Hastings. R-
Tulsa. spent the weekend visiting
several apartment complexes,
funded with the federal tax cred-
its, and built dby Neil Treitman,
president of Community Develop-
ment Services.

Hastings said he came away
impressed. The apartments are
similar to plans for Woodland
Manor Apartments, a 240-unit
complex Treitman wants to build
at 8500 E. 61st St. for Jow-income

le over age 55.
peg'g-eitman spent most of last
week 1n Tulsa visiting with citi-

, zens. dusiness people, and city of-

ficials. seeking support.

*I am real pleased about going
up there,” Hastings said. “We def-
imitely (now) agree with Treitman
that you can treat non-market
rate apartments differently than
market rate.”

Under the terms of his proposal
to build the Tulsa apartments,

Treitman will set aside most of
them for low-income people, and
rents vull be kept lower than the
average market rate in Tulsa..
If his posal s accepted by
the Oklahoma Houslh nance
Agéncy, Treitmgo Is b’ Ve
$1.07 million In 1 tax cred-
its each year for 10 years, Y the
propertiy contioues to meet state
reﬂnunmenu. , .
; “His development {a somethi
that without questiop {9 a bepefi
to the sufrounding aréa, the com-
munity, and the tetamts.” Has-

‘tings .gaid - of m -Washingcon

apartments. “I think this can be
kind of a road map for the city (of
Tulsa) to follow.”

Hastings also said, “The critl-
ca) thing is that I see man who 1s
concerned about Tulsa's futyre
and is willing to work with us.
This Is not going to be a 61st and
Peoria”

Hastings and Gov. Frank Keat-
ing have polnted to that area of
south Tulsa as an example of
roorly planned and maintalned
ow-income housing.

Hastings bad heen critical this
summer of abseritee out-of-state
developers. :

Hasungs said he met with more
than 5C¢ rpsidents of Treitman's
?éumn{s. the city raankger of

akima, and prople in the com-

REY it 8
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munity.

“I was really impressed with
the quality of the communities. |
visited one complex that was Kve
vears old, and it ook like it was
{drand-new).” Hastings said of 2
development for senioc citizens.
“A complex like this in our com-
munity wil kelp low-income 2l-
der!y people live out the rest of
their lives in dignity.”

The Oklahomr: Housing Fi-
nance Agency i scheduled to
meet Thursday in Oklahema City
to decide which develogers will
receive the $3 million \n tax cred-
it avajlable (or 1993

Although state housing ofliclals
haven't released 'y inlormation
yet. several sou.:es sad Trei:-
man's application will be one of
the winners.

In August. Hastings and two
Tulsa lawyers wrote a plan that
they hoped would settle a contro-
versy over seve-al low-income
apartment complexes proposed
for south Tulsa, and to be funded
with tax credits.

The {inance agency's rules ai-
low cities to write ordinances
that give them more flexibiity 1a
deciding where to locate tax-
credit developments.

Hastings want>d a city ordi~
nance that would have required
See Hausing on News 14 -

Continved from

developers to | b safety and
security. equf coaform to
c“if wuling anning laws
follow certain lpiig-term mainte-

98, not cause harm

good, morals, wei-
1ot 1thg ci:.mmunuy.
city and planning
tRsome secticeis of Hastings’
lan ‘would ‘have violated federal
alr. hatsing Jaws. -



FLORENCE COMPLEX

Applegate Apartments

By Sherhonda Alles
Staff Wrer

FLORENCE — The apartment complex sits
1n its own valley of sorts. near a hull or two,
swrounded by thuckets of Tees on a rolling
landscape.

Chairs and potted flowers provide splashes of
color against the lighter tones of brick and white
columns of each unit's porch. The green lawns
are mmaculate, flowerbeds surround several
unuts, and the busy traffic an Helton Drive is too
far away to interfere with the constant chirping
of birds that sound just as happy to live near the
complex as the residents are (o live within its
walls.

Weicome w0 Appl W 4 low-
income l’xouam(c:raumﬁ= ”’"'71 -

The development may come as a suIprise 0
visitors not expecung low-income housing to
ook like other. modest apartment compjexes.
Some day soon, it may aiso stand as an example
to other communites of what might have been.

The low-income housing tax credit program
that made Appiegate possible is n jeopardy of
becormung a casualty of federal budget cuts.
Those funds have been targeted by Republican
congressmen and is now under intensive review
in congressional committees.

Applegate. which caters to residents age 62
and over, was developed by a private company,
Applegate Apartments LTD., a partmership
headed by Allan Rappuhn of Flarence. The
complex 13 now managed by Rappuhn's com-
pany, American lnvestment Management [nc.

There are other eamples of low-income
propertes in the Shoals that were created by the
low-income housing &x credit program.

Deborah Massey, with [rhy Constructon Co.,
said her company has developed and manages
low-income apartments in Elgin, Killen, Ham-
iton, Red Bay, Phil Campbell and Russellville.

Suddenly, those developments, and others on
the drawing board, are in jeopardy.

" don't know what [ would have done had
(Applegate) not been avaiable.” sud Peggy
Oliver. who has lived at the complex since
December 1994. “It's so great that we are able
to have a place like this, 5o every penny we have
doesn't go for rent.”

Applegate’'s resident manager, Gertrude
Buder, says Oliver is typical of many of the
residents who found that maintaning large
houses got more demanding as they got oider.

Oliver said she didn't relish the possibulity of
lving with relauves or moving to a different-type

HOUSING conninued on 2B

Low-income housmg never looked SO good

Appiegate Apartments is 8 low-income bousing complex in Florence.

Housing concept could
fall victim of budget cuts

By Sherbonda Allea
Sief Wrisr

The concept was created by the Tax Reform
Act of 1986, and was born from the belief that
corporate Amenca should get involved 1n help-
ing provide far atizens who cannot fully provide
for themseives.

Low-income housing tax credit ultimately
became the soluton.

The plulosophy provides property developers
incentives for providing quality iving facilities
for low-income residents. In short, deveiopers
can receive tax breaks for bulding or renovaung
complexes and allowing needy residents to Lve
there for low monthly rates.

It's a concept that has served both parties
well, according to resudents and company offi-

cuals of Shoals-area facilities.

However, the concept 18 facing an uphull
battle among congressional leaders who are \n a
budget-cutting frenzy. In fact, the concept is
rumored to be on the way out.

Robert Strickland. execuuve director of the
Alabama Housing Finance Authority in Mont-
gomery which administers the program. sad the
ux credits are the only wncenuve Congress
allows those interested in invesung win iow-
income famuly housing.

“lt's actuaily an [RS-type program where
each state has an enaty to delegate the amount
of credits for each development.” Stnciland
said. “There are really no other programs that
are designed t help low- to modest-income

CREDAT continued on 28
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HOUSING conninued rom (B

Low-income housing
never looked so good

housing project.

“I'm the kind of person who can't
accept chanty,” Oliver said. “But my
apartment here is so beaunful. It's all
on the first floor level, to.”

Companies like Irby Constructon
and Applegate LTD help the low-
income families while aiso helping
themselves. Ther payoff comes
through tax credits.

Developers earn credits by build-
ing or renovatng apartments for
people 1 a poor-to-modest income
bracket. The credits are granted in
annual allouments over a 10-year

breaks. Every dollar earned 1n credits
1s worth a dollar off ther income
taxes.

Rappuhn said there is little federal
bureaucracy involved in the program.

“The state administers the pro-
gram in 3 umely fagshion,”” Rappuhn
said. “All things considered, the
project (at Applegate) moved fairly
quickly from beginning to end.”

Rappuhn said he applied for the
credits in the spring of 1993, received

incentive to potential investors were a
key factor in raismg the capital
needed w0 fund the deveiopments,
Massey said She said Irby is lodking
{0 renovate existing properties in the
future — projects that may never

come to frution if Congress kills the
tax credits.

“I've watched so many kids grow
up in them,” Massey said. “These are
beautiful propertes that are available
to people who may not have been abie
to afford them otherwise. The ikids
can take pride in where they live. You
can see it 1n their attitudes.”

Massey said Irby’'s developments
presently serve 176 families. Many of
those families are headed by women
who are forced to shoulder the re-
sponsibulity of raising ther children
alone. with no help from ex-husbands
who have not provided chuld support,
Massey sad.

“It's scary to think what would
happen to some of these families o
the program is cut,” Massey said.

She sad families must meet in-
come cnteria to be eligihle and must
undergo periodic mspections to make
sure the property 18 bemng mantuned.

She said the properties are so
attractive “people are begging to live
there, but they make too much

and by soliciting the help of the
Community Action Agency and local
bousing authorities.

“A lot of times these agences

have leads on people looking for
homes,” Massey said. “And some-
tmes the people have heard about the
aparunents and come to us on their
own.” -
Massey said in addition to provid-
ing attractive, low-income housing,
the program provides revenue to the
community.

“When you're developing the
property, you're puttng people to
work,” Massey said “Also, we pay
huge sums in property taxes. So, (the
developments) are providing other
assisance to the area.”’

Massey said, for example, just one
of Irby’s properties generates $8,000
1N property taxes.

CREDAT continued from |8

Cuts could hurt concept

families afford these type units.
There’s a big demand for it.”
A

More than $37.5 mullion = Zedits
have been used to buwid or refurbish
rental units for nearly 16,500 amiiles
in the state since 1987, Stnckland
said.
Current projections show that u
the tax credit pro, 1S elimunated.
Alabama stands to lose nearly 11.000
apartuments for lower-income resi-
dents — as well as $26 mullion 1n
funding and $148 million in equty
nvestment — within the next four
years. '
Strickland said the tax credits are a
cost-effecuve subsidy that has created
%0 percent of the nation's low-cost
housing in recent years. On a national
scale, the program produces 120.000
New apartments for poor families
-every year, Strickland said.

. supporters are trying to
save the tax credits through a bul
called the Low-Income Housing
Preservation Act of 1995. The bull was
introduced in the Senate on Feb. 3 by
Sen. John b. Breaux, D-La.

developments.

‘The tenants will benefit as the
existing owners are replaced with
new owners with new capital and a
new willingness to preserve and im-
prove the projects.” Breaux said

There has not been any action on
the bill since February, when it was
referred to the Senate Committee on
Finance.

Aides for Sens. Howell Heflin and

Richard Shelby, both from Alabama.
tors stand on the proposal.
“Right now, it's simply a bill that
has had no action since February,”
said Heflin press aide Tom McMahon
“It could be offered in the (federal
budget’s) reconciliation bill. but it has
not been offered in the Senate yer.”
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Panel Wields Wild Ax
At Housing Tax Credit

Under the guise of cutting corporate welfare, Congresa is
threatening kkill a program that is anything but.

The Low-Income Housing Tax Credit would be rescinded at the
end of 1997 under a plan already approved by the House Ways and
Means Committee. It isn’t clear which way the Senate will vote.

The tax credit, first approved in 1966, has helped create nearly
800,000 rental units for more than 2.4 million poor people
nationwide; the construction crested 90,000 jobe. In 1994, the
credit helped create 4,158 affordable housing units in Ilinois alone.

Advacates for the poor and home builders alike agree: Without
the tax credit, most low-income housing would not be huilt.
Develupers simply could not afford to build housing and rent it at a
price poor people could pay. Yet the need is greater than ever. For
every low income housing unit built under the program, another
unit is lost (0 gentrification, disrepair or some other affliction.

Congress is rewriting our social policy. Entitlements are hecom
ing block grants. Government work is being privatized Account
ability is king.

For all those reasons, the Low-Income Housing Tax Ciedit
should be saved. It is a flexible block grant program that
encourages private sector invalvement, punishes those who don't
perform and doesn’t cost taxpayers a penny unitil there are results. .

In shart. the program is everything Coangress savs it wants, and
iWs everything tuxpayers are willing (o BUppor.
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Federal tax credits programhas
changed lives, restored housing

Lisa Da:gnault 1s working her way through
college the hard way. A divorced mother, she's
doing it on her own while bringing up five
kids. The last place she lived had railroad
tracks running through the backyard. The
bathtub was in her bedroom and the toilet sat
in a closet. That was the best she could do
with fIve idds and tuition bills. Well, not any
more. Earlier this year they moved into an
apartment we financed in Lincoln. The rent is
low, so Lisa and the kids can squeak by. Best
of all. she says, the apartment is handicapped
accessible. making life eagier for her develop-
mentally disabled son Adam.

Rhode Isiand Housing is able to finance
low-cost apartments like Lisa's because of a
federal program that encourages private cor-
porations to invest in affordable housing.
Here's how the Low I[ncome Housing Tax
Credit Program works. Rhode [sland annually
receives $1.2 million in tax credits. which we
then allocate to developers of affordable hous-
ing. They then sell the tax credits to private
investors, usually corporations, like Citizens,
Fleet. CVS and Pawtucket's own Hasbro.
Since 1988 the sale of Low Income Housing
Tax Credits has raised $41 million here in
Rhode [sland. Developers have used that equi-
ty to attract an additional $117 million in
other financing. That's nearly $160 million in
construction and other economic activity. Now
tax credits are under attack in Washington.
Last week. the House Ways and Means Com-
mittee voted to kill the program. That would
be too bad. because the program does a lot of
good.

Over the past few weeks your newspaper
has reported on the renaissance that is occur-
ring in Central Falls with the Centennial
Houses and Cogswell Homes projects. Last
year The Times told readers abéut the renova-
tion of the former Sacred Heart School and
Convent in Pawtucket and the apartments In
Lincoin where the Daignault family lives. In
the case of those projects, developers used $4.5
million from the sale of tax credits to raise an
addidonal $10.3 million in financing. That's
$14.8 million flowing into Central Fails, Lin-
coln and Pawtucket.

The program invigorates our economy,
bolsters local tax rolls and creates much
needed housing. [n an average year, tax

Guest Commentary

By Richard H.
Godfrey Jr.

credits finance the construcdon of 240 apart-
ments creating 260 jobs generating 33 miilion
In real estate, sales and pavroll taxes [he
Lincoin development appropriately is called
Project Renew, for it involved the complete.
rehabilitation of six rundown tenement build-
ings. The renovations included new windows,
kitchens, baths, flooring and heating and elec-
trical systems. Our financing also bailed out
Rhode Island taxpayers by recycling property
held by DEPCO. Lastly, it gave new hope to
Lisa Daignault and the 33 other families that
call Project Renew home.

Next year Lisa will graduate from the Com-

‘munity College of Rhode [sland with a degree

in accounting. Like most of our tenants, she
only needs a helping hand. The average stay
in one of these apartments is just two years.
By then residents have found a new job, re-
covered from illness or, like Lisa, earned a
degree and are ready to move on. If the Low
Income Housing Tax Credit Program dies, our
efforts to heip people like Lisa and cities like
Central Falls will, too. But there is hope.

The program’s last best chance lavs with
one of our own. Rhode Island's John Chafee i3
a senior member of the Senate Finance Com-
mittee, which has jurisdiction over tax credits.
A vote on the future of the program is ex-
pected next week Local groups like REACH
and the Blackstone Valley Community Action

know Senator Chafee as a long-time
friend of housing. That's why they're spending
a lot of their time giving Chafee the informa-
tion he needs to protect tax credits. Even Lisa
wrote Washington. She said she had to for all
the other Lisa Daignaults who haven't found
their way home yet.

(Richard H. Godfrey Jr. is executive director
of the Rhode [siand Housing and Mortgage
Finance Corportion.)
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Support low-income
housing tax credit

By Richard Godfrey

Lisa Daignault is working her way through college the zarz way A
divorced mother, she's doing it on her own whiie bringing up #ive sids. The
last piace she lived had raiiroad tracks running through the back -ard. The
bathtub was in her bedroom and the toilet sat in a closet. That was the hest
she could do with five kids and tuition bills. Well. not anymore. E:riier this
year they moved into an apartment we financed in Lincoln. The reat is low.
so Lisa and the kids can squeak by. Best of all. she savs. the apz:iment is
handicapped accessible, making life easier for her deveiczmentaily
disabled son Adam.

The Rhode Island Housing and Mortgage Finance Corp. \RIDMFC) 15
able :0 finance low-cost apartments like Lisa's because of i federal
program that encourages private corporations to invest in :ifordable
housing. Here's how the Low Income Housing Tax Credit program works.
Rhode Island annually receives $1.2 million in tax credits, whicz we then
allocate to developers of affordable housing. They then sell the tax credits
to private investors, usually corporations like Citizens, Fleet. Hasbro and
Woonsocket's own CVS. Since 1988 the sale of Low Income Housing Tax
Credits has raised $41 million here in Rhode Island. Developers have used
that equity to attract an additional $117 million in other financicg. That's
pearly $160 million in construction and other economic activity. Now tax
credits are under attack in Washington, D.C. Last week the House Ways
and Means Committee voted to kill the program. That would be too bad.
because the program does a lot of good.

The Call has been reporting on the renaissance that is occurring on
Constitution Hill. [n May, The Call wrote about the renovation of the
Hanora-Lippitt Mill Apartments. Last fall the paper told readers about the
apartments in Lincoln where the Daignault family lives. In the case of
those three projects, developers used $3.4 million from the saie of tax
credits to raise an additional $7.9 million in financing. That's $11.3 million
flowing into Lincoln and Woonsocket.

The program invigorates our economy, bolsters local tax rolls and
creates much-peeded housing. [n an average year, tax credits ficance the
construction of 240 apartments, creating 260 jobs geperating $5 mullion in
real estate, sales and payroll taxes. The Lincoln development appropriately
is called Project Renew, for it involved the complete rehabilitation of six
rundown tenement buildings. The renmovations included new windows,
kitchens, baths, flooring, and heating and electrical systems. Our ‘inancing
aiso bailed out Rhode Island taxpayers by recycling property heid by the
Depositors Economic Protection Corp. (DEPCO). Lastly, it gave zew hope
to Lisa Daignault and the 33 other families that call Project Renew home.

Next year Lisa will graduate from the Community College of Rhode
Island with a degree in accounting. Like most of our tenants, she only needs
a helping hand. The average stay in one of these apartments is just two
years. By then residents have found a new job, recovered from lilness or,
like Lisa, earned a degree and are ready to move on. If the Low [ncome
Housing Tax Credit program dies. our efforts to help people like Lisa
Daignauit and neighborhoods like Constitution Hill will, too. But there is
hope.

ge program’s last best chance lays with one of our own. Rhode [sland's
John Chafee is a senior member of the Senate Finance Committee. whuch

has jurisdiction over tax credits. A vote on the future of the program is
expected next week. Local groups like the Woonsocket Neighborhood
Development Corp. and the Blackstone Valley Community Action Program
know Sen. Chafee as a longtime friend of housing. That's why they're
spending a lot of their time giving Chafee the information he eeds to
protect tax credits. Even Lisa wrote Washington. She said she had 0 for all
the other Lisa Daignaults who haven't found their way home yet.

. cemy vd
Richar: Codfrey is executive director of the Rhode [sland Housi=3 <=
Vfores e Fimamee Comm
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Save low-income
housing tax credit

The proposal being pushed in Congress to eliminate the
Federal Low Income Housing Tax Credit at the end of
1997 as part of the budget-balancing effort is short-sighted
and foolish.

Since its creation by President Reagan in 1986, the low
income tax credit has been instrumental in the creation of
hundreds of thousands of low-income housing units. most
of which blend seamlessly into their communities without
creating public housing ghettoes.

The high-rise public housing units of the past, like Chi-
cago’s Cabrini-Green, became urban nightmares and blue-
prints of what not to do when it comes to public housing.

The low income housing tax credit program allows
private business to purchase federal tax credits at favor-
able prices. The money paid for the credits can then be
used by private developers for housing projects, of which a

percentage of the units must be allocated for low-income
tenants.

Several hundred low income housing units have been
constructed in South Bend as a result of the tax credit
program. Two recent apartment complexes in South Bena.
the Central High Apartments and the Stephenson Mill
apartment project, both include low income units that look
just like the other, full-price units. The days when public
housing had to look different from private housing are
over. or at least they have been.

Support for retaining the credit has been bipartisan.
Michigan Gov. John Engler, representing his own stale as
well as the Republican Governors Association, has im-
plored Speaker of the House Newt Gingrich not to let the
tax credit law expire. Indiana Lt. Gov. Frank O'Bannon.
who serves as chairman of the Indiana Housing Finance
Authority, has also been a 'strong supporter of the tax
credit. “This (allowing the tax credit law to expire) is a
wrong idea at the wrong time,” said O'Bannon.

In one of two letters he sent to Gingrich, Engler noted
that Michigan has made great strides in reforming wel-
fare, adding that the tax credit has been an important
part of a statewide strategy to help low income tfamilies
afford decent housing. Engler estimated that the credit 1s
responsible for creating 22,000 new rental units in Michi-
gan since 1986 and anticipated that it will generate new
units at the rate of 4,000 a year if the credit is retained.

Criticism likening the tax credit to “corporate welfure”
is nonsense. While the credit uses tax cuts as an incentive
for investment, it does not subsidize businesses for expen-
ditures they would make even if there were no tax credit.

Ira Peppercorn, executive director of the Indiana Hous-
ing Finance Authority, met recently with public officials
from around the state who were attending the Indiana As-
sociation of Cities and Towns meeting, which was heid
South Bend.

Peppercorn believes that public housing projects ot the
past didn't work because they alienated and “ghetto-ized"
those who lived in them. He's right.

The Federal Low Income Tax Credit program has
worked well and can work well in the future if Congress
looks before it leaps into another round of budget-cutting
rhetonc. Saving where savings can be made without un-
dermining valuable programs that work — a rare federal
commodity — makes sense. Slashing blindly in the dark
does not.
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Low income tax credits may
be victim of budget cuts

8y Brett Davey
Staff Writsr

[t locked like 2nt zmer groundbreaking
ceremony: 1 gatienng of neighbors. non-
profit coai:uons. 2ankers and peliticians.
There were spe2:hes given. photograpns
taken. and plagues hanaed out.

Thnev were ail thers under a tent n the
Constitution  Hill

we rire. said Rep Parmik Kemmedu. who
granizdoutthat maa-thirds of 2 Recuti-
cans .n the Heuse surzored -2 orogram
Wi2n 1l Was grven permanen: satus o
cnzressin 1993

“They re loOKINZ AT 1 2s 2o trate we-
farz. but [ don t think "hat 15 vhat mos:
peccie wouid sav.” Kemnedy :2:d. "When
one sees the tangidle r2:uits w2 pregram
vie ds. it's hard to paint it as -art or the

ne:znborhood  in
Woonsocket to ao-
piaud the be2:nning ar
censiructononasd?
million housing Ze-
ve:opment. The en-
thusiasm of the group
was tempered. now-
ever.bvooncem:ora
tax credit program
which helped finance
the project.

“Vers disconcen-
ing news.” U.S. Rep.
Jack Reed said to Richard Godfrey, execu-
tive director of Rhode Island Housing Mort-
gage and Finance Corp.. before the cer-
emony started.

Reed was refeming to the threatened
Low Income Housing Tax Credit program.
which has helpec finance construction or
rehabilitation of aimost 2.500 units of af-
fordable housing :n Rhode Island. The pro-
gram. created by the Tax Reform Act of
1986. reduces the tax lability for corpora-
nons that invest in low-income housing
projects.

Rep. Biil Archer(R-Texas).chairmanof
the House Ways and Means Committee. has
the tax credit prcgram n the sights of his
budget cutting ax. Archerinciuded a repeal
of the program 1n ~udget reconciliation leg-
1slation that was scheduled to be debated in

Congress last wezax. A vote could come as

eariv as this weex.

“This couid Seriniely threaten further
proiects.” said Gudrrev. “When the chair-
man of the Ways and Means Committee is
the one talking atout it. the threat i1s very
real.”

“We need to do more of this, not less.”
said Reed.

Archer views the tax credit as corporate

'When the chairman of
The Ways and Means
Committe is the one

talking about it, the
threat is very real.’
-Richard Godfrey

cro2iem i the tan
ccee”

jince w2 program
wis creaizs. Rhode
Is.znd has recene i
$3.2 miiliza n otax
¢razits woich have
raized $S+1 mullion in
eC Ity In-astment.
wrich  l2veraga.
$1.7.5miilionintot
ins estment.

3arbara Fields i
statz direc:erof Locz |
[niratives Suppon
Corp. (LISC). The orgamizauon s National
Equity Fund (NEF) uses the Lcw [ncome
Housing Tax Credit prcgram to garner cor-
porate support for arfforc 2oie housing. Fields
said it will be difficult :o replace the funds
that come from the low -:ncome :ax credits
and the incentive the crogram gives 1o
corporations.

“The low-income hcusing tax credit 1s
the major vehicle used :2 get pri- ate indus-
trv involved (n housing ‘or low-:0-moder-
ate :ncome people.” F:zids saic. ~{t’s the
way e 've gotten them 0 inves: :n Rhode
Islard.”

Fields said that mor2. can 2:30 be used
to e erage rurther 2apira: for suls projects.

Zemse Altay. NEF ~auonai znderwnt-
Ing managers. sad sinc: 198€ when the
leg:s:aton was intrcesced. more than
700.C00 unuts or arforczole housing have
beex burliwitk rinancing ‘rom the rax credit.

“These creutts are iae gold.” she said.
“Corooraucns make a 22od returm on them.
If thev didn <. ther'd 2c somewnere efse.”

The threat to the program, said Altay. s
“ver. real. given the c.rent ponucal cit-
mate and need to balance the cudget. [t
wasn { a move that was :xpecied by any-
one.” 2
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Tax break for do-gooders

Can 1t be that House Ways and Means Chair-
man Bul Archer (R-Texas) is trying to portray
tumself as a foe of federal handouts to busi-
ness’ That’s as much of a stretch as Sylvester

recogruzed to be the most cost-effective of the
federal government's housing schemes [t 1s
credited with creating 90.000 jobs per year.
generatnng $2.8 billion 1n wages and $1.3 bil-
lion in tax revenue.

Stallone doing King Lear.

Archer, an unabashed
champion of the well-off,
undoubtedly recognizes the
polincal danger in gutting
programs for the needy
without requiring a wee sac-
rifice by the affluent. In any
event, last month he made a
solemn oath, hallelyjah, to
whack away at corporate
welfare.

Oh, he deprived some
Hollywood studios and
chicken ranchers of their tax
breaks. But he also stuck it
to a group that didn't
deserve this fate — develop-
ers and investors who build
or rehabilitate housing for
low-income renters.

This is no minor matter.
Archer would dismantle a
program that creates 100,000
affordable dwellings each
year. a construction pace that barely keeps up
with housing stock lost to demolition, decay
and natural disaster. That's 90 percent of all
new low-income housing in the United States.

Atlanta participation in the program is gain-
ing momentum. More than 300 low-income
rental units have been buiit here in the past
four years under 1ts auspices.

So why kill this tax credit, the heart of the
program? The fact is, there is no explanation
that makes sense. The program costs the US.
Treasury $3.5 billion per year in tax credits
that developers, lending institutions and non-
profit consordums use to leverage additonal
pnvate funds for low-cost housing. It 1s widely

O’Hern House in Atanta was
transformed from a factory

into apartments, thanks to the
low-incormne housing tax credit.

Not all tax breaks stimu-
late economuc acuvity and
serve an unmensely useful
social purpose; this one does.

“It is do-goodism wath an
absolute minimum of
bureaucracy and a maxi-
mum of private Initiauve,
local control and financial
safeguards.

A cotene of conservanve
Republican governors of
urbanized states implored
Archer not to kill the pro-
gram. George Patala of New
York said it was a model for
federal-state relationships.
John Engler said it accounts
for four-fifths of apartments
built in Mictugan. Jim Edgar
of Illinois said it was bwlt on
a foundadon of core Repub-
lican principles. All to no
avail.

It is up to the Senate, once again, to clean up

a mess perpetrated in the House. A budget rec-

onciliation bill slated for Senate action contains

a provision similar to the Ways and Means’
eliminaton of the low-income housing tax
credit. The provision must be defeated and
then removed in the Senate-House conference.

Direct federal funding to build low-income
housing already has been cut drasucally, and
now this private approach is gravely threat-

ened. Does Archer honestly thunk volunteer
groups with limited resources — such as Habi-
tat for Humanity, which bwit 4.900 houses
nationally last year — can fill the enormous
void he intends to create’
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Tax credits
don’t need

fixing
JAMES '
 PATTERSON

B )
small breath of W&
A filled small town Indiand
Friday, and In essence
small town America.

In Perrysville, a shrlnklng
hamlet of 243 people in Vermil-
lion County, ground was broken;
on a project which when com-
pleted will help revive a small,
plece of deflating rural Ameri;;
ca, and save a bit of dignity
along with it. Constructors will
begin converting a former grade.
school into 25 low Income, one:
bedroom apartments for the el
derly. oy

By selling Low Income Hous-,
ing Tax Credits to private,
(mainly corporate) investors
mixed with other private and
public funding sources, quall-
fied sentors will be able to rent
one ol the apartments for only
$2°3Y per month The rules say

apartments developed with tax
credits must go to those whosé.
incomes are 60 percent of the'
area median or less.
Unfortunately, Low Income
Housing Tax Credits and the
$3.5 billion in annual tax reve;.
nue the federal government
sacrifices for them may be
eliminated. As part of a bil.
aimed at raising S$38 billion,,
Rep. Bill Archer. R-Texas, has
offered housing credits for the
chopping block. e

100,000 jobs created

The House Ways and Mecans
Committee, which Archer.
chairs, adopted the bill this
week by a 21-15 party-line,
vote. In the politically expedient.
name of cutting “corporate wel-
fare” Archer would cut a very
efficlent program of high pri-,
vate investment that has
helped create more than three-
quarters of a mitlion low-In-,
come apartments in nine years.

Since It was signed into law
by President Reagan In 1986,
housing tax credits have been a
boon for builders. The program
has produced almost half of all
rental housing and virtually all
low-income housing bullt in the
last decade. Moreover, it gener-
ates nearly 100.000 jpobs and
$3 1 bilhon in construction
wages annually

In Indiana alone, where the,
program is administered by the’
Indlana Housing Finance Au-:
thority. the credits have been:
used (o build more than 15,000,
apartments for Hooslers and at-;
tracted $201.320,000 in tax®
credit equity investment. '

Beside the fact that Con-.
gress. including two-thirds of!
Republican legislators, voted to’
make Low Income Housting Tax-
Credits permanent just three,
years ago, Archer and cohorts;
would be wise to heed the grow;-
ing groundswell against cut(ln‘A
the credits — much from \vithn
in the GOP.

“Although corporations are

significant investors In the tax-
the LIHTC is not .

credits . . |
‘corporate welfare.’ " the Re-
publican Governor's Associa-’
tion wrote House Speaker Newt
Gingrich. “Corporations are the

principal investors because the .
General Limitations on Credits

in the 1986 Tax Act has effec-
Uvely knacked individual inves-
tors out of the Tax Credit mar-
ket ... " .

Wrong for Indiana .

Rep. Rick Lazio. R-N.Y.,
chairman of the Subcommiltee
on Housing and Communily
Opporlunlty wrote Archer.
“The program, in fact, Is a

grml (‘depl(" of Incentives —
1. ety ol

'OPINION/COMMENTARY

work © It's “an Irreplaceable
step for families leaving public
and federally-assisted housing
to self-sufficiency and homne
ownership.”

The New York Times editori-
alized Thursday: “The Republi-’
can leadership has found a new
way (o pummel the poor: Cut

programs that benefit them in’
the name of eliminating ° corpo;
rale wellare.”

“This is a wrong Idea at the
wrong lime.,” stated Lt. Gov.
Frank O’Bannon, chairman of
IHFA. “The tax credit program
has been positive for our stale.
We cannot balance the budget
on the backs of those Ameri-
cans who are children. poor, or
elderly. This Is wrong for Indl-
ana and wrong for America.”

“"We can provide housing (0.
seniors in the area withoul tax
credits,” says L. Michael Booe,
housing and development direc-
tor for Community Action cov:,

- ering a six-county area Includ-

ing Perrysville, “bul not
affordable housing ™ A chorus
of Amens echo all the way from
Vermillion County.

Pallcrson o an eddonat woiler tor The

St
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EDITORIALS

Housing credits

The House Ways and Means Committee began
voting this week on proposals to cut what's some-
times called corporate welfare in the tax code.

On the list: the Low Income Housing Tax
Credit, which last year helped produce 1,000 new

- or renovated housing units in Connecticut.

Many corporate tax credits should indeed be
targets for economizing. But this is one credit that
budget-cutters have gotten in their cross hairs
erroneously.

As its name implies, the program gives com-
panies a tax break for investing in low-income
housing. Congress had approved the break annu-
ally since 1986. In 1993, the cut was made a per-

_ manent part of the tax code. Businesses began
pﬁnning on housing investments: Corporate par-

" ticipation soared to $6.5 million in Connecticut
alone.

Hartford Democrat Barbara B. Kennelly and
New Britain Republican Nancy L. Johnson are
both on the Ways and Means Committee. They
ought to team up to be sure this incentive for pub-
lic-spirited investment remains a permanent part
of the tax law.
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Gov. Edgar shakes hands with electrician Andy Adams mm
at the Mapile Pointe construction site, 130 W. Maple.

Construction Starts
On Homes for Elderly

But Congress Threatens Program

BY GILBERT JIMENEZ,
ST \v¥ WRITER

Ground was broken Wednesday
tur the largest low-income housing
tax credit project ever (unded by
the [llinois Housing Development
Authonty—a 342-unit senior citi-
zens apartment building on the
Near North Side.

But as Gev. Bdgar and project
officials shoveled o,nvd to sym-
holize the start construction,
Congress was considering a pro-
posal to kili the state-managed
bluck grant program.

The irony was not lost on Ed-
«ar. and the private-sector and
community officials gathered to
kick off the Maple Pointe senior
citizen residential tower at 150 W.
Maple Street between LaSalle and
Weils.

Republicans on the House Wavs
and Means Committee blocked a
<eries of Democratic amendments
Tuesday and voted 21-15 to pass a
measure than includes a taxz-credit
sugsel_Drovieion -

“Thic (334 rmllron] 1s the larg-

.- .- —--

est appropriation the IHDA has
ever given to one project.” Edgar
said. “These t ol projects will
be extremely difficult in the fu-
ture” if Congress votes to end the
program in 1997.

Maple Pointe will be a 20-story
apartment and parking complex
for senior citizens whose incomes
are too high for low-income rent
subsidies apd too low for private
care. For most umits. & family of
two earning 324.600 a year or less
would . Sewen units are
available w lower-income senant,

The average monthly rent for &
one-bedroom apartment will be
$550. said the Rev. Bruce P. Otto,

resident of the LaSalle Street
ousing Foundation. a partner in
the project. and executive pestor
of the e Street Church.

Completion is scheduled for
next summer.

The church and its foundation.
which also developed 309 units of
affordable housing at the nearby
Atrium Village. have been working

17 vears. Otto said.
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Congress turns
a blind eye
to nation’s needy

ASHINGTON—Washington's war on
the poor and powerless proceeded
apace.
Is that too harsh? You be the judge.
Take a look at some of the programs
Congress has put on the chopping block while
most of the nation’'s attention has been diverted by
debates over Medicare, bilingual education,
immigration. school prayer and flag burning.

Take a look at three of the popular programs
conservative Republicans have targeted for
elimination: the Earned Income Tax Credit, the
Low Income Housing Tax Credit and the
Cqmmunity Relations Service in the civil rights
division of the Justice Department.

Few Americans walk around with the words
“Earned Income Tax Credit” on the tips of their
tongues. yet about 35 percent of all Americans
benefit from this tax break because of low income.

Enacted in 1975, it provides a tax credit of 7 to 40
cents on every dollar earned for those who have an
income low enough to qualify.

Designed to give incentives for adults with
children to work instead of relying on weifare,
both liberals and supply-side conservatives like it.

- A Republican president. Gerald Ford, enacted it
and two others, Ronald Reagan and George Bush,
expanded it in 1986 and 1990. So did President
Clinton in 1993.

Under the 1996 beneflt schedule, the credit would
lift about 4.5 million Americans above the poverty
line, according to the Urban Institute.

-Leaders of the new Republican Congress have
proposed a child tax credit to make up the
difference. But under Republican proposals to
reduce the EITC. expand Individual Retirement
Accounts and enact a $500 child tax credit. millions
of low-income families would pay more taxes,
many upper-income earners would pay less and
thé income gap between rich and poor children
would grow, according to an analysis by the
Center on Budget and Policy Priorities.

Sen. Don Nickles (R-Okla.) noted in introducing
the bill that 1t differed from the House version only
in-ene respect: It would not be limited to families
with incomes of no more than $250.000.

Tribune , 9-20-95

As a result. the poorest 40 percent of American
children. most of whom live in famulies that are
not on weifare. would receive only 3.4 percent of
the benefit from the credit and the poorest third of
chiidren—who number 24 million—would receive
no credit at all, according to Robert Greenstein. the
center's director and head of President Carter’s
poverty programs.

On the other hand. the 40 percent of children in
the uppermost income brackets would receive 65
percent of the beneflts. he said. and about a third
of the benefits would go to the richest fifth.

But the tinkering with the EITC is modest
compared to the execution conservative
Republicans are trying to schedule for the Low
Income Housing Tax Credit. Successful efforts by
last year's Democrat-dominated Congress to make
it 3 permanent budget line item may all be for
naught.

Instead of giving housing contractors a handout.
the housing credit provides incentives for builders
to do what they like to do. which is build houses,
far. people they otherwise would not be able to
afford to build for.

Since it began in 1987, it has provided an
irféentive for bankers and builders to build
something other than high-priced condominiums
and town houses for high-income yuppies.

. hast year the tax credit was responsible for more
thgn 90 percent of the new low-to-moderate income
howsing buiit.

[t produced an estimated $12 billion in private
investment, including 114,000 units in 1994 that
generated more than 98,000 jobs, $3.1 billion in
wiges and $1.5 billion in tax revenues.

Then there is the Community Relations Service
of the Justice Department, a tiny 120-person. $10
niillion agency that has helped defuse racial
tensions in towns across the country ever since its
creation by the 1964 Civil Rights Act.

It is curious that conservatives would go after
this agency at this time, unless it is simply another
step in rolling back the civil rights gains of the
1960s.

Roger Wilkins, a history professor at Virginia's
George Mason University who headed the agency
in the mid-1960s, called it ‘foolish to eliminate
CRS. which is one of the few [agencies] in the
federal government that reaily understands police-
community relations, at a time when the extent of
police maifeasance and excess from Mark
Fuhrman to New Orleans to Philadelphia to New
York City is really becoming apparent”

Instead of reducing the deflcit, critics of the
hqysing tax credit want to channel its funds to
research-and-development subsidies for private
cdtporations. s this the sort of “corporate welfare”
for “K Street lobbyists” that retired Gen. Colin
Powell has been talking about lately? Could be.

If any of these agencies or programs is not
working as well as it should, there is a proper
answer: Fix it, don't nix it.

~This Congress has its priorities reversed. Maybe
the voters will fix that next year.
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Don’t ‘sunset’ this program

It’s a mystery why the low-income bousing
tax credit always seems to be on life-support in
Washington. Over the last seven years, the
program helped finance about 730,000 units of
low-income affordable housing. Every dollar in
credit attracts about three dollars from the
private sector. Projects are built — and urban
neighborhoods redeveloped — with a2 minimum
of involvement by federal bureaucrats

Unfortunately, House Ways and Means
Chairman Bill Archer wants the low-income
housing tax credit lumped with a variety of
other credit programs, which would subject the
LIHTC to review on a regular basis. In other
words, he would end its permanent status and
make it temporary. Unless reauthorized beyond
1997, it would die.

Since all investment decisions require
planning, this move threatens to reduce the
amount of capital available for affordable
housing projects even if the tax credit survives
regular reauthorization fights. Given the
vagaries of Washington, a tax credit with
temporary status is a program at risk.

Archer has also directed the General
Accounting Office to do a study examining,
among other things, whether developers are
playing games with the system by charging full
market rents for units subsidized by the credit,
or milking the program by charging
inappropriate fees. A study along those lines
would be worthwhile, and if problems exist, the
program can be fine-tuned. But that’s hardly a
justification for “sunsetting” the credit. Do the
study, but keep the program permanent.

By and large, this has been a successful
program, and state and local officials know it.
In fact, the Republican Governors Association
has written to Archer, begging him not to make
the LIHTC temporary.

In a joint letter to House Speaker Newt
Gingrich, Govs. Mike Leavitt of Utah and John
Engler of Michigan wrote that “The credit . . .
is a key element in the recovering real estate
industry and the most effective tool we have to
serve the housing needs of lower-income
renters.” They're right. Archer’s gambit should
be seen as a non-starter.
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Simon Asks Churches
To Join Budget Battle

By Basmn. TaLsort
SUN.TIRMES WASHINGTON BUREAU

onvinced that politicians have let the poor down, Sen. Puul
Simon is eying a bigher authority. He wants to rouse “'the
- religious community”™ that m opinion during the. civil
rights era.
Simon's views carne out during a visit by the psople who run
Marcy Homae for Bays and Girls on the West
Side. Simon wid Father Jim Close, presi-
. dent of the hame, that religious Forea
haven't done what they could to fight s -
ing cuts. “The problems of dealing with the
mor are serious enough that thers ought to
a response,” Simon said. “Wheo the
mainlioe religious community gets moving,
they can have a significant i nce.” St
mol has besn impreased by Joseph Cardi-
nal Bernardin’s ings but said a broad-

} !l Highe

o= the rdi*iboul community in urban areas,” he

Cartine e religious community in general

bas to grab the isaue.

Levieks “It take one or two people to pull it
together,” Simon said. Close agreed that City

i towel with Congress” oo i

t
g
;
§
&
1
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[
from Flanagan to repair the breakwater around the water purifi-

e o @

Daley and Gov. Edgar appealed to the House Ways and Means
“ommittee not to kill the low-income housing tax credit today. It
geoerated 30,000 residential unita in the state. Two Ilinoisans sit
on the panel: GOP Rep. Phil Crane seams unmoved. House rules
discourage Democratic Rep. Mel Raynolds from voting because
of his criminal conviction in a sex case.
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Officials launch $4.5M city housing rehab project
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costs to working families afforda-
ble,” she said while addressing the

"gather‘lng.

" Reed lauded the sffort to rehabili-
tate 13 rundown Olo Street proper-
ties into 44 new federally-subsidized

- housing units.

- “We believe that if given the
chance, corporations would invest in
sound inner-city housing develop-
ments and we believed that given
the chance, neighborhood groups
would reclaim their neighbor-
hoods,” he said.

“Today’s event is one more affir-
mation of that belief in the endurt
resourcefuiness, capability an
gdoodwil.l of our pation,” Reed add-

Kennedy, while praising the ef-
forts of the local housing redevelop-
ment group, warned that the federal
program- that allows such projects
is now under attack by Repubiican

budget cutters in Co .

“We are posgg to be here
celebrating the birth of an outstand-
ing bousing rehabilitation project.
Instead, we may be attending the
funeral of a program that has
helped families, built bousing and
Erovided jobs for hundreds of Rhode

landers,” Kennedy said.

The freshman Democrat from
Providence added that he will be
‘“‘outspoken’ in urging his col-
leagm to fight against the efforts
of U.S. Rep. Bill Archer, R-Texas,
chairman of the House Ways and
Means Committee, to repeal the
tax-credit program. Archer, Kenne-
dy said, included the repeal of the

program in budget legislation that
15 scheduled to be debated in his
committee Monday.

According to Kennedy. Rhode Is-
land receives authorization for $1.2
million per vear in low-income hous-
ing tax credits, which yieids about
$6 million from private investors
such as banks and corporations..
That money, in turn, has generated
about $18 million in development
and construction contracts in the
state each vear.

Since the program's inception.
Rhode Island collected $8.3 mil-
lion in tax credits which have raised
$41 miilion in equity investment to
leverage-a total ousinéli:vsunent_
of $117.5 million, according to Ken-
nedy. The funding has allowed con-
struction or rehabilition of 2,476 low-
income housing units in the state,
Kennedy add

Under the development plan, the
buildi to. be refurbished were
] 1 by the WNDC with financ-
ing from Rbode Island Hospital
Trust National Bank, aided by the
Federal Home Loan Bank of Boston.

Additional financial support was
provided by Rhode Island Housing
& Mortgage Finance Corp., the US.
Dept. of Housing and Urban Devel-
opment, the city and the Institute
for Community Economics.

The goal of the project will be to
create one-, two-, three- and four-
bedroom apartments in the build-
ings that would then be rented to
low-income families for between
$285 and $330 a month, according tc
the WNDC.

Families earning less than 60
percent of the area’s median in-
come — $25.600 for a family of four
— would be eligible to live in the
renovated homes.
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3 House Ways and Means
= Committee Chairman Bill
Law Archer (D-Texas) has pro-

posed terminating the low-

income housing tax program (LIHTC) after
December 31, 1997.

The proposal was in Archer’s “Chairman’s
Mark” — the starting legislative vehicle
that the Ways and Means Committee began
to mark up this week. _

According to Maryland tax credit expert
Wally Scruggs, Archer’s original plan was
to scrap the LIHTC at the end of 1996.

Under pressure from the affordable
housing industry, Archer agreed to delay the
sunset provision until the end of 1977.

At present, Archer’s proposal would:

e End the tax credit program after
1997, pending findings from a General
Accounting Office study of low-income tax
credit program compliance monitoring that
Archer requested and which is just starting.

¢ Discontinue after 1995 the “national
pool” of extra credits ($16.5 million in 1995)
awarded annually to states that have
exhausted their credit supply.

er 19, Democrats on the House Ways and MeansCommttee
in their attempts to offer amendments to. Chairman. Bill-

lnmetp!wmonfortheLowIncomeHoumng'lthred;twaspaased :
‘lheﬁmtdrafcoftheSenatereconcxhatmnbﬁLthe_“ChmmansMark. i

ofretmnmg the LIHTC to the nation’s gavernors, toU.S Smm%ommn-
Senata F‘inance Committee and to Bill Roth, the Smmhnm'cmm;;
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ARCHER PROPOSES ENDING
TAX CREDIT PROGRAM IN 1997

Annual state per capita credit volume
caps for 1996 and 1997 would be unaf-
fected by the bill. Tax-exempt bond-financed
projects placed in service before 1998 or dur-
ing some transition period vet to be deter-
mined, provided the bonds are issued before
1998, would also be unaffected.

Responding to the proposals to sunset
the Low Income Housing Tax Credit (LIHTC),
the National Council of State Housing
Agencies (NCSHA) has attacked as “inac-
curate, unfair, and just plain wrong,” any
characterization of the LIHTC as corpo-
rate welfare. NCSHA is the spokesman for
the nation’s Housing Finance Agencies
(HFAs), which administer the LIHTC.

The nation’s HFAs believe that the
LIHTC serves a vital public purpose in
supporting desperately-needed affordable
rental housing. They worry that the program
may be “sacrificed today for other pro-
grams,” according to NCSHA Executive
Director John McEvoy.

According to McEvoy, “the LIHTC is
the incentive — in fact, the only incentive

(Continued on page 4}
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Governors Fight for Low-Income Housing Tax Credit(
"By CATHERINE 0O'BRIEN=
"Rssociated Fress Writer=

WASHINGTON (AF)Y _ Governors are upset that a federal taw credit
to help build low—income housing might be changed Trom a permanent,
long-term 1ncentive to one that could be terminated in two years.

The Republican Governors' Association wrote a letter to House
Speaker Newt Bingrich, R-Ga., urging him to kKeep the tax credit as
a permanent incentive attracting businesses investment in units
with rent cei1lings.

The letter was signed by Utah Gov. Mike Leavitt, who chairs the
association, and Michigan Gov. John Engler. Engler also wrote a
separate letter expressing his concern " 'about this unexpected
development and the impact it will have on our current and future
efforts an .., Michigan to produce affordable housing.''

The National Governors' Association Followed up with a third
letter, signed by Chairman Tcommy Thompson, the Republican governor
of Wisconsin, and Nevada Democratic Gov. Bob Miller, the vice
chairman.

The low-income housing credit goes to investors _
corporations _ that provide money for construction or
rehabilitation of low=income housing.

The congressicnal Joint Committee on Taxation estimates the
credit cost the treasury $2.2 billion this year, Republicans, who
control Congrese, are trying to scale back the credit as part of a
deficit—-reduction plan.

The credit has led to construction of more than 12@,008 housing
units a year, and moest of the low—income housing built i1n the
country, backers savy,

Rep. Sander Levin, D~Mich., and other Democrats unsuccessfully
tried to block the GOFP proposal _ which would put the tax credit up
for renewal in two years _ from passing out of the House Ways and
Means Committee earlier this week. It now goes teo the House floor
as part of the deficit-cutting pachkage.

Federal Housing Commissioner Nicholas F. Retsinas called the
credit " 'one of the most important sources of capital for
low—income housing in the country, and one of the most important
bridges to private capital.*!
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