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H O U S I N G A N D D E V E L O P M E N T R E P O R T E R 

CURRENT 
DEVELOPMENTS 
in Housing, Community Development, Finance and Taxation 

Johnson Introduces Tax Credit 
Refomi Bill; Prospects Improve 
For Credit, Bond Cap Increases 
By Samuel F. Hankin 

E nding the long wait for proposed changes to tlie low-
income housing tax credit program, Rep. Nancy John.son 
(R-Conn.) introduced her program reform bill (H.R. 

2400) on June .30. The bill tightens housing finance agency 
allocation and inspection requirements, but provides devel­
opers with relief under the 10 percent expenditure test for 
carryover allocations and lightens the tax load for individual 
investors. 

IVIeanwhile, support in the House and Senate for a 40 
percent increase in the tax credit per capita cap to $ 1.75 and 
an acceleration of graduated bond cap increases is growing, 
boosting chances lhat these provisions will appear in an 
overall tax relief package, despite their omission from HoLise 
Ways and Means Committee Chairman Bill Archer's (R-
Texfis) framework for tax legislation. 

While Archer's framework doesn't include any specific 
housing or real estate provisions, he did say any capital gains 
relief would be retroactive lo July 1, 1999. 

Johnson's proposals contained few surprises. The bill 
would codify recommendations by the Ways and Means 
oversight subcommittee and the General Accounting Office 
(GAO) to streamline the tax credii program. 

As promised, .lohnson incorporated some parts of the 
reform measure she introduced last year (H.R. 3290), but 
dropped provisions relating to a cap on agency administra­
tive fees and penalties for overallocations of tax credits. (For 
background, .see Current Developmenls, Vol. 25, p. 673.) 

Changes in Bill 
The most notable change from the prior bill would make it 
easier to meet the 10 percent expenditLire test for carryover 
allocations. Currently, developers must meet the 10 percent 
test by the end of the year in which credits are allocated. 
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H. R. 2400, The Affordable Housing Improvement Act of 1999 
Introduced by Congresswoman Nancy Johnson 

Section-by-Section Description 

This legislation would make a number of miscellaneous changes to improve the 
operation of the Low-Income Housing Tax Credit program. Some of these changes 
reflect the recommendations ofthe Oversight Subcommittee in ils report to the Chairman 
in 1997. 

Section 1. Short Title; Amendment of 1986 Code. This Acl may be cited as the 
"Affordable Housing Improvement Act of 1999". 

Section 2. Modification of Criteria for Allocating Housing Credits Among Projects. 
Subsection (a) modifies the selection criteria that allocating agencies must use in devising 
their qualified allocation plans. Three selection criteria are added and one is deleted. 
Selection criteria added include; 1) whether the projecl includes the use of existing 
housing as pari of a communiiy revitalization plan; 2) tenant populations of individuals 
with children; and 3) projects intended for eventual tenant ownership. The selection 
criteria deleted is: 1) participation of local tax-exempt organizations. 

These changes are intended to modify the criteria an allocation agency must use in 
devising its qualified allocation plan to require the agency to take into account criteria 
liiat it may not now be considering including the treatment of families with children and 
potential tenant ownership. 

Subsection (b) adds a preference to qualified allocation plans for projects which 

are located in qualified census tracts the development of which coiitributes lo a concerted ',| 

community development revitalization plan, n-lv^ r^Wu^ cW- COc-^ [ •^•S'-i '^'" 

This change is intended to encourage grealer utilization ofthe Housing Credit as 
pari of local public-private partnerships to revitalize entire communities. It recognizes 
the value of this program not only in providing affordable housing, but in helping to 
rebuild communities. This new preference is in addition to existing preferences for 
projects which are targeted to lhe lowest income tenants and projects which serve 
qualified tenants for the longest periods of time. 

Section 3. Additional Responsibilities of Housing Credit Agencies. Subsection (a) 
requires that prior lo a Housing Credit allocation, the need for affordable housing in a 
particular area be supported by a comprehensive markel study. The study is to be 
prepared by a neutral parly, commissioned by the developer and approved by the 
allocating agency. This change is intended to ensure that projects not only meet the 
housing needs ofthe state but are needed in a particular location, [n addition, a 

) 
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requirement is added that the allocating agency provide a written explanation to the 
public for any allocations which arc made nol in accordance with the established 
priorities and selection criteria developed by the agency. Subsection (b) requires 
allocating agencies lo include in their qualified allocation plans a requirement for regular 
site visits to properties to monitor enforcement of habitability standards. 

Section 4. Modifications to Rules Relating to Basis of Building Which is Eligible 
for Credit. Subsection (a) modifies the rule under which projects located in "high cost 
areas" are eligible to claim a credit up to 130% ofthe value ofthe nonnal credit. Under 
this change, projects which receive HOME funds would be eligible for the higher credit 
amount. The purpose of this change is to remove an impediment to the most difficult 
developments lhat utilize HOME funds, putting such projects in the same position as 
projects which use other federal assistance programs. 

Subsection (b) modifies a rule lhat excludes from eligible basis common areas of 
a building that are used by individuals who are not tenants. This change would permit .^^^/^ y 
common areas in buildings located within qualified census tracts to be part of eligible ^ ( f ^ 
basis so long as the space is designed to be used by individuals who otherwise meet the 
incorne targeting requirements ofthe program. This is intended to increase the 
availability of community facilities in low-income neighborhoods which currently have a 
shortage of space for such activities as Head Start, child care, and support services for 
seniors. 

Section 5. Other Modifications 

Subsection (a) amends the individual alternative minimum lax lo pennit housing 
credits to be used to reduce minimum tax liability. In general, under current law, tax 
credits may not be used to reduce AMT liability. This change is intended to permit 
individuals to obtain the tax benefits Ihey expected to receive when they invested in the 
Housing Credii, notwithstanding the later application ofthe AMT to the taxpayer. This 
should increase the size ofthe individual market for Housing Credits. Subsection (b) 
modifies the 10% rule of current law which requires the expenditure of at least 10% of 
development costs by the end ofthe calendar year in which a credit allocation is made. 
This provision would apply that in the case of allocations made after .luly 1, the developer 
has 6 months from the allocation date to incur the 10% expenditure. Subsection (c) 
modifies the definition of "high cost areas" for which projects are eligible to claim a 
credit up to 130%) ofthe value of the normal credit. For puiposes of qualifying for the 
higher credii, the term "qualified census tracts" would be modified to also include tracts 
which have a poverty ralc_of at least 25%. This would have the effect of including more 
rural areas wilhin the qualified census tract definition, facilitating development of 
affordable housing in such areas. 



lOliTll C()N(iKI<:sS 
l.ST SKSSION H. R. 2400 

To iiincnil llic I i i l ( ' f i i ; i l lv<:\'('iui(' ('ode of 1!)S() lo iiiodiry llic low-iiiconic 

iioiisiii!'' credii. 

JN TUE IlOUSh: Ol' REPRh]8ENTATlVES 

•IliXK :!(), 1!)!)!) 

Mrs. JoilNsiiN ol'('onncc.l.ic.ul. inli-ddiic.cd llic rollowini;' Uiil; wliic.li was i-cl'i^iTcd 

t.d the ('oiiiliiil.lcc on \V;i\s and Menus 

A B I L L 
To aiiicnd tlic Iiilci'iial Ivcvciiiuc iUnU) of 1!)S() to inodily 

flic lo\v-iii(*.o!iic liousinii,' credit. 

1 lie i.i ciiiiclcil 1)1/ llic Scnalc. ami House oJ' h'cjirc.scntd-

2 lives of Ihc Un ited HUiles of A merica rn C(m(/ress assemhie.d, 

3 SECTION 1. SHORT TITLE; AMENDMENT OF 1986 CODE. 

4 SlioitT 'I'lTl.K.—Tliis Act iii;iy be cited as tlic 

5 "Affordable Ilousini^' Iiiiprovciiient Act of U)!)<)". 

6 (b) AiMKNDMKNT OF 1 !)S() (.'oi)i<;.—K.xcept as otlicr-

7 wise expressly pi'ovidcd, wlicnevei' in this Act an anicnd-

8 ment or riipeal is expressed in tci-nis of an aiiiendiiieiit 

9 to, or i-cpeal of, a section or other provision, the refercMicc; 



1 shall be considered to be made to a section or other pro\'i-

2 sioii of tli(! Internal llcvenne (Jode of lf)(S(). 

3 SEC. 2. MODIFICATION OF CRITERIA FOR ALLOCATING 

4 HOUSING CREDITS AMONG PROJECTS. 

5 (a) Si']l;K("noN ClilTKin.v.—Subparai^'raph ((,') of 

6 section 42(in)(l) (rclatinii,' to certain stiKiction critei'ia 

7 mnstbensed) is amended— 

8 (.1) by inscrtini;' inclndiiii;' whether the i)r()ject 

9 inclndes the use of existiii<i- li()iisint>' as part of a 

10 comnmnity revitali/ation plan" before the comma at 

1 1 the end of clanse (iii), and 

12 {2) by strikinii' clanscs (v), (\'i), and (\'ii) and 

13 iiisertiiii"' the followiiiii' "cw clanses: 

14 "(\') toiiaiit populations with s|)(H'ial 

15 lionsin<j,- needs, 

16 "(vi) pnblic h()nsin<;' waitiiit;' lists, 

17 "(vii) tenant po|)iilations of iiidivid-

18 nals with children, and 

19 "(\ ' i i i) projects intended for eventual 

20 tenaiil ownership." 

21 (b) rUKKKIIKNM'K KOll CoMMMN'ITY ivi<;VIT.\M/.\TION 

22 Pi^O.IKCTS jjOC.A'i'KI) IN (jn.AMl'MKl) ( . 'KNSHS T K ' . V C T S . — 

23 (Hanst' (ii) of section 4'2(m)( 1 )(r)) is amended by sti'ikiii<>' 

24 "and" at the end of snbclanse (1), by addiiio- "and" at 

• HR 2400 IH 



1 the end of subclause (11), and b\' insei'tinii,' after subelaiise 

2 (11) the followiii<i,' new subclause: 

3 " ( I I I ) projects which are located 

4 in (jualificd census tracts (as defined 

5 in subsection (d)(r))(C)) and the devel-

6 opment of which contributes to a con-

7 ('(^rted community i-e\'italizati()n 

8 plan,". 

9 SEC. 3. ADDITIONAL RESPONSIBILITIES OF HOUSING 

10 CREDIT AGENCIES. 

11 (a) M.AKKKT S'lMIDV; r i l l l i JC i)l S(' LOS 11 li K OF R.A-

12 'IMON.AIJ-: FOK NOT lA)M,o\viN(; (;iii';i)iT ALLOC.VTION 

13 PKMOIIITIFS.—Subpara^-raph (A) of section 4'2(m)(l ) (i-e-

14 latiiiii' to responsibilities of housinii' crcHlil aii'(;ncies) is 

15 amended by striking- "and" at tlu; end of clause (i), by 

16 strikinii' fhe period at the end of clause (ii) and ins(!rtiiii;-

17 a comma, and by addiiii^' at the end the followinti' uew 

18 clauses: 

19 "( i i i ) a comprehensive market study 

20 of the housiii<>- needs of low-income individ-

21 uals in the ai'ca to be ser\'ed by the build-

22 iiiii' is conducted before the credit alloca-

23 tion is niadi; and at the d(;veloi)er's ex|)ense 

24 by a disintei'csted party who is ap|)i'OYe(l 

25 by such a!j,-eii(y, and 

•HK 2400 III 
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1 "(iv) a wfitten ex|)laiiati()n is available 

2 to the ^•eiieral public for any allocation of 

3 a housinii- cr(Mlit dollar amount which is 

4 not made iu aecordaiice with established 

5 priorities and selection criteria of tlit; hous-

6 in^- credit a|i,'ency.". 

7 (I)) SiTF VISITS.—(lause (iii) of section 4'2(m)(.l )(B) 

8 (relatiii}.;' to ((ualil'ied allocation plan) is amended by insert-

9 iiiii' before the period "and in monitorin-i' foi- uoncompli-

10 aiice with habitability standards thr()ui>li regular site ^'is-

11 its". 

12 SEC. 4. MODIFICATIONS TO RULES RELATING TO BASIS OF 

1 3 BUILDING WHICH IS ELIGIBLE FOR CREDIT. 

14 (a) l lOMK ASSIST.\NM:F NOT TO J)IS(^II . \LIFY 

15 l')II IIJ)I.\'(; FOi; Al)l)ITION;\L ( 'K'KDIT AV.\lL.\I',hK TO 

16 Bl'lLDINOS i . \ l lK i i i (JosT AK'F.AS.—('la.u.se (i) of section 

17 42(i)(2)(K) (relatj!i«i' to bnildiii«i's receiving' llOMl^] assist-

18 ance) is amended by sl rikinjj,- the last sentence. 

19 (b) AD. IUSTFI ) L);\SIS TO I N C M I D K 1*OKTION OF (..'KK'-

20 T.AIN I'iniLDI.NMIS IISFI) I'.V 1 jOW-J N'('0 M F IN DIVIDII.ALS 

21 W H O A K F NOT TFN.ANTS AN'D I'.V I^KO.IFCT IIIMPLOV-

22 FFs.—l*ara<;-rapli (4) of section 42(d) (relatini;- to special 

23 rules rc^latin^' to determination of adjusted basis) is 

24 amended— 

• HR 2400 IH 
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1 (1) by sti-ikiii^- "subparai;ra|)h ( l i ) " in subpara-

2 i^'ra|)li (A) and inserting' "subparai^rajjlis (I.)) and 

3 ( ( .T\ 

4 (2) by redesi^iiatini;' subparaiirapli ((') as sub-

5 paraii'raph (D), and 

6 (.')) by iiis(!rtiiit>' aftiM- subpai-ai^raph (1>) the fol-

7 lowinti' iH'̂ v snl)pa.ra< '̂rapli: 

8 " ( ( • ) INOFHSION OF li.VSIS OF I ' K O I ' F K ' T V 

9 nsFI) TO I'K'OVIDF SFinTCFS FOK' CFHT.AIN 

10 .NON TFN.ANTS.— 

11 "( i) IN ( IFNEHAL.—The adjusted 

12 basis of any buildini;- located iu a (lualified 

13 census tract (as defiiKul in paraii,'raph 

14 (•'))((')) shall \)c. determined by takiii<i' into 

15 account the adjusted basis of property (of 

16 a character subject to the allowance for de-

17 preciatioii and not otherwise taken inlo ae-

18 count) used tlirou<iiiout the taxable year in 

19 providiiii;- any community servic(! faeility. 

20 "( i i ) L I M I T A T I O N . — T h e increase in 

21 the adjusted basis of any l)uil(lin<i,' whieh is 

22 taken into account by niason of clanse (i) 

23 shall not CXCCIMI 20 percent of the eliiiible 

24 basis of the {|ualifie(l low-income housinj^' 

25 project of which it is a part. Fov pur|)oses 

• HR 2400 IH 



1 of the pi'ecedin< '̂ .sentence, all commmiity 

2 service facilities which are part of the same 

3 (inalified low-income liousinjj,' |)roject shall 

4 be treat(!(l as 1 facility. 

5 "( i i i ) COMMUNITV SKKATCF FACIL-

6 ITV.—h\)\- purposes of this subparaji'raph, 

7 the term 'community service facility' 

8 means any facility desii^ned to serve |)ri-

9 iiiarily individuals whose income is (iO per-

10 cent or less of area median income (within 

11 the nu'aninii'of subsection (̂ •)( 1)(I:>)).". 

1 2 S E C 5. O T H E R MODIFICATIONS. 

13 (a) (^.^h'FDlT A F F O W F I ) AdAINST l iFOI 'LAK ANI) M.IN-

14 iMi'.M T A . X . — 

15 (1) I N (IFNFII.M;.—Subsection (c) of section 

16 (relatiui^- to limitation based on amount of tax) is 

17 amended by redesi^iiatinii' paraj^raph (M) as para-

18 <i'rapli (4) and by inserting' alTer parai;'rapli (2) the 

i' new parai^raph: 

) Si 'KCIAL K'UFFS FOH FO W-I N ('() :\l F IIOUS-

DIT OF NONCOIII'OIIATF TA.XI 'AVFKS.— 

22 "(A) I N ( I F N F H A F . — I n the case of the low-

23 income housing- credit allowable to a taxi)ayer 

24 other than a corporation— 

19 followin 

20 "(; 

21 iNt; cKi-

•HR 2400 IH 



7 

1 "(i) this section and s(!ction .'If) shall 

2 be applied separaltdy with respect to the 

3 credit, and 

4 "( i i ) in applvin^- paragraph (1) to the 

5 credit— 

6 "(1) subpai'a<irapli (A) shall not 

7 iiPI'l^'i 

8 " ( I I ) the limitation under para-

9 ii'raph (1) (as modified by subclause; 

10 (I)) shall be reduced by the credit al-

1 1 lowed under subsection (a) for the 

12 taxable year (otiier than the low-iii-

13 come liousinji,' credit). 

14 "(15) IJOW-INCO.MF iiousiNd C I I F D I T . — F o r 

15 pui'poses of this sul)S(!cti()ii, the term 'low-iu-

16 come Ilousini^- credit' means the credit allowable 

17 under subsection (a) by reason of section 

18 42(a) . " 

19 (2) CoNFoiiM INO AMFNDMFNT.—Subclause (11) 

20 of section ;)S(c)(2)(A)(ii) is anKiuded by insertin<>-

21 "()!• the low-income housiiii^' credit" aCter "eiiiploy-

22 ment credi t" . 

23 (b) AFFOCATION OF (,*h'Fi)iT L I M I T TO ( , 'F I ITAIN 

24 HuiFDiNds.— 

• HR 2400 I I I 



s 
1 (1) The first sentence of section 42(li)(I)(E)(i i) 

2 is aineiid(!(l by strikini;' "(as of" the first place it aj)-

3 pears and iiisertiiiii- "(iis ol' the later of the date 

4 which is (i months after the date tliat the allocation 

5 was made or". 

6 (2) The last sentence of s(;ctioii 42(li)(;;)(C) is 

7 amended by sti-ikiiiii' "project which" and insei'tin^' 

8 "project which fails to meet the 10 |)ercent test 

9 under paraii'raph (l)(Ii l)(i i) on a date after the close 

10 of the calendar year in which the allocation ^vas 

1 1 made or which". 

12 (c) DFTFK'MINATION OF W|IFTII1 ' :K lil'IFDINOS A K F 

13 LocATFI) IN IllOII (.̂ osT AllFAS.—The first .sentence of 

14 section 42((l)(r))(C)(ii)(I) is amended-

15 (1) by iiisertiiin- "either" before "in which 50 

16 percent", and 

17 (2) by iiisertiiiii,' before tlu; pei'iod " or which 

18 has a po\'erty rate of at kiast 25 percent". 

1 9 SEC. 6. EFFECTIVE DATE. 

20 (a) IN (IFNFK'AF.—Lxce|) t as othenvise provided in 

21 this section, the auKMidiiKiuts made by tiiis Act shall ;ii)ply 

22 to— 

23 (1) liousinii' credit dollar amounts allocated 

24 after DcctMiibcr iM, 1!)!)*), and 

•HR 2400 I H 
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1 (2) buildinii's placed in service after Deccsmber 

2 ;!1, 11)!)!), to the extent parai^raph (1) of section 

3 42(h) of the Internal Ileveuue (,*ode of l!),S(i does 

4 not ai)pl3' to any buildin;^' l)y r(!as()n of parai.i-rapli (4) 

5 thereof, but only with res|)ect to bonds issued a.ft(!f 

6 L)ec(!iiil)ei- ; ! 1 , 1!)!)!). 

7 (b) SFCTIONS 2 AND —In the case of the ameiid-

8 inents made by scictious 2 and subsection (a) of this 

9 section shall be appliinl by substitutiiiii,' "Deceiiibt!!- ;!1, 

10 2000" for "December ;!1, 1!)!)!)" each place it appears. 

11 (c) ( JK 'FDIT A F F O W F I ) AtiAINST MiNIMFM T A . X . — 

12 Tlu; anu;iidiiients made by section r)(a) shall appI}' to tax-

13 able years beii'innino' aftei- December ;!1, 1!)!)!). 

C) 

•HR 2400 I H 
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^ | T H E ENTERPRISE FOUNDATION 

Tu . ' L i s a Green, National 
- - v ' " Economic Council 
•̂;.BHt» f̂cJ#: (202)456-2803 

'ii^A (202) 456-2223 
:;l>»Ti:::/; August 13, 1999 

FROM: Staci Jones, Assistant Dir.-
Public Policy 

PHONE #: (202) 543-4599 
FAX#: (202)543-8130 
PAGE(S) incl. this one: 7 

; i vl^t '̂̂ iJ^^*^^^^ ^^'^ information on The Enterprise Foundation's work in Newark, NJ and 
• y,̂  coii-r.eiits on the Renewal Communities provisions of the House tax bill. our 

fepl free to contact me i f you have any additional questions. I look forward to talkmg with you. 

• , ; ".'Uâ-Jc yoU. 
... j y -,t ' 's'-ĵ  

.. •.••r'--» : 

... .... i • . < < ' 

4' 
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.5""̂ ''''-,,. • •••'•,»n 

.;.'::M£MO fc i THE ENTERPRISE FOUNDATION 

.̂-S ^^•i^J^VLISA GREEN AUGUST 10.1999 

/ViS^S^SS^TACI JONES 

' , ; •' : ;:jRENEWAL COMMUNITY PROVISIONS IN H.R.2488, THE FINANCIAL 
••• . ' V FREEDOM ACT OF 1999 - VIEWS OF ENTERPRISE FOUNDATION 

/ ; J ' i ^ i • • '̂ ^^ Greenlee aud Bobby Rozen last month you expressed an 
' ' '!^:^^ ^" receiving the views of The Enterprise Foundation with respect to the Renewal 

provisions included in the House version ofthe tax bill. This memorandum 
' \.' J j \:':i'|ct!SSes our view of that legislation. 

• .* ' ^ ; general, while we are pleased that the House Republican leadership has taken the 
• . •iiiative to support legislation designed to help revitalize economically distressed areas ofthe 
' " ' ̂ ^ believe the Renewal Community provisions in the House bill would be quite limited 

••• • 5' ,tli'8ir effectiveness. 

, t. 

V 

' •, Summary of Provisions. The bill provides for the designation of 20 renewal 
: ;u:,imunities across the nation of which at least four would be in rtiral areas. Communities now 
i-̂ sigriated as enterprise zones or enterprise communities would be eligible to be designated 

\ f'^'^'^yi^ communities. Areas would be eligible to compete for such designation based on certain 
^ - M -.oHemic factors bearing on their need for economic development assistance. In addition, state 
V' C ;'̂ dct local governments would be required to submit a course of action that includes certain 
,v_:. ,;,feiiiiatoi-y relief commitments. 

V . . Certain tax incentives would be made available within an area chosen as renewal 
^ ' ^uol̂ l̂ nunities. Those incentives include; capital gains relief, incentives for family development 

,,/d ioou^ts, deductions for commercial revitalization expenditures, additional section 179 
: " „,;•;- ^ ̂ '-̂ î sing, expensing of environmental remediation costs, and extension of Work Opportunity 

Vji'x Credit. 
' . .I 

Comments on Provisions. Overall, the Enterprise Foundation believes the tax benefits 
' • ;,f̂ ;'̂ ,'\°.'gsed for individuals and businesses operating within a renewal community would be 

• ' - • ' '^^^ to the community but of limited effectiveness in raising the rate of investment and job 
i'^''^^'^-io" designated area. We welcome all incentives to encourage economic 



W:-:U '''m 3:14PM NO. 7103 p. 

l^f'^''^^"^^'^^ of distressed areas but believe more substantial incentives would be necessary to 
' V .;-fifilc6' a difference in the designated communities 

• • • • ' • » • -v. 

[ ' ' '̂:. ' . - : V > Capital Gains. It is our belief that tax incentives which would eliminate a tax on the gain 
• • ', f \ . : .^/^- '^ '^^^^ capital assets within the geographic area would have limited incentive effect m 
• „ investment within tlie renewal community. Entrepreneurs are less focused on any 
•' ,. : y t̂gntial for capital gains well into the future than they are on figuring out whether such 
. V'- -tA^̂ '̂tnvestments will produce positive cash flows to generate an aimual profit. Therefore, we do not 
• *® capital gains incentives will have much effect. In addition, the capital gains 
* ' \ ' ••;-^lH?ion does not apply to tlie sale of a qualified community asset in a renewal community after 

, : ^ . ,. 20071 To be a true incentive for private investment, capital gains exclusions should be valid 
' • ,, ; iWiieiicver the sale of the community asset occurs. 

\ i • •'- Commercial Revitalization Deduction. We see more promise in the proposed commercial 
V ' i V ' '"S''̂ '̂ ^^^^^^^ deduction which will provide immediate tax savings for investments. This 

3^%^^ is similar to legislation that Congressman English and Senator Hutchison have 
• " creating a Commercial Revitalization Tax Credit for investment within designated 

; * ::> '..V:!̂ "'̂ ^̂ ';- ' l ' ^ ' ^ deduction based provision in the House bill is of less benefit to a developer but should 
;.: <: ::.•.'•iAheless provide incentive effects. Unfortunately, however, each area would be limited to $6 

... ' i - . . . ; . rr.iiidn of qualified deductions each year, which will significantly limit the availability of this 
' . ;". • ' '̂ f;Wi'̂ c making die overall provision fairly insignificant. 
' A'v/ • . 

v:̂ ,.• v:•l,:^v^.,..Section 179 Expensing. We also support the section 179 expensing provision which 
J . V-,:£ businesses within a zone to expense an additional $35,000 in annual capital expenditures. 
^ \< •̂ ':''T!l̂ ^̂ ^̂ ^ will provide assistance to small businesses located within a renewal conununity ' 
' . •; > ' ; ^ ^ ^ i * ^ ^ ^̂ ^̂ ^̂  equipment. We would not anticipate this provision leading to a 

, .':; j'''•^.'<^j..and noticeable boost in private sector investment with a renewal community, but it would 
*. • • 'I'roviiie marginal assistance to help maintain small businesses. 

^Environmental Remediation. We support the extension of this provision pennitting 
of environmemal remediation costs (brownfields) and support the broadest application 

•' Is f" M}^^M^s^&r\X to all economically distiessed areas to make it easier to redevelop former 
."in'dijstrial sites. 

' ̂••'•̂'>.-. 
-,1 . . ^ 

' ; , , Extension ofthe Work Opportunity Tax Credit Although we have some question about 
•' ; . . ."1^^! ^1 effectiveness of this program in raising employment levels for targeted groups to be 

' . ; : /i)ired, we support the extension of current law. 

.:-<i>.\..f 

'<. _ , Family Development Accounts. We support federal policies to encourage lower income 
\: '&r establish bank accounts but question whether this proposal will have much effect. 

Gj virig EITC recipients who reside within a renewal community a $2,000 deduction for 
:: investment in a FDA is unlikely to have much effect. EITC recipients do not have the disposable 
' "̂ <̂̂ me to put aside funds for this kind of restricted^use savings. And, for those EITC recipient 
, who would be in a position to utilize a tax deduction, the tax benefits are probably insufficient to 
.; c ;iusê much of a change in behavior. 

.•(i3;;-rf>x;«.!'«: 
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'^'rj / 'I -V̂ ^ ^̂ °P̂  comments are useful and look forward to working with you on these 
' i . '.V.W«isû «s in the futiu:e. 

• ^ • V . 

• • • 
- • -J •>>'•,• 

•,•.»-••*• * 
*' ..••.>',̂ -'"̂ '';fc 

' - • • ' 
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J The Enterprise Newark Initiative 

;The Enterprise Foundation has been working with the city of Newark and local 
Tnonprofits to support the revitalization of Newark. The foundation is furnishing 
assistance to City National Urban Development Corporation (CNUDC) and other 
.participants in efforts to revitalize Newark commimities, The overall goals for the project 

.are to: 
j f . Strengthen links between growing downtown economic resources and outer 

, neighborhood renewal efforts; and, 
«• Assist Newark public institutions to become more capable partners in rebuilding the 

city. 
.''^ik^ prospects for revitalizing Newark depend on tlie effectiveness of individuals and 

' •'̂ ^ organizations, their ability to collaborate with one another, and an enhanced capacity on 
the part of city govemment to support this work. 

J'he Enterprise Foundation is dedicated to rebuilding neighborhoods and providing 
opportunities for people to take control of their lives and communities. Launched in 
j:982 by Jim and Patty Rouse, Enterprise has raised and committed more than $2.7 billion 

v'iii" loans, grants, and equity for the development of nearly 100,000 homes nationwide 
-<Those funds leveraged an additional $2 billion in public and private financing. Enterprise 
wiDiks with a vast network of more than 1,200 nonprofit organizations in more than 400 

» 5̂  % ' " ''<*cations to improve America's urban neighborhoods through housing, job creation and 
. ,'- . .'• •• training, safety and a variety of support services. 

• * I , ' The new optimism being felt for Newark's future is underwritten to a considerable degree 
I J '^ '- by the sense that different sectors of the city are moving toward goals which are, or could 

i f - • ^ b e , largely shared. Those spun ing momentum in the do'wntown recognize the importance 
::*/->'V , J' V including those in more residential neighborhoods. Groups in the outer neighborhoods 
•'̂  ' I * '̂ understand that expanding economic opportunity is a major priority of residents and that 

- ' Jbo.th the downtown and tlie broader region represent the most promising resources for 
fmding that opportimity. Key city officials appreciate the value of working with 

: ., Wmmunities that, whatever differences might exist on specific issues, agree on the 
^ E • •, piyerall thrust ofthe planning and development. 

' ^ i ^ . ^ : -ryM:iilc these perspectives are broadly compatible, to become effective different actors 
; . nljist find specific avenues for agreement and collaboration. On the most basic level this 

is,'accomplished through specific projects and programs. The new level of economic 
.activity in the downtown offers the most obvious set of opportunities. Groups who work 
^^'itll residents in public housing, for instance, could be an effective bridge to jobs for 
residents by working witli an expanding downtown hospitality industry to tailor 
recruitment, training and support to employer and employee needs. Other links may be 
forged around entrepreneurship training and financing. 

>Enteiprise's role in supporting these developments correspondingly focuses on both 
gncoiu-aging specific collaborations and, along with others, promoting ongoing 
jc.onnections among parties who have roles to play in plaiming and implementing change 

<" 

. i: 
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.m the city. This will happen in the downtown by helping to convene groups who, by 
coordinating, can render more effective assistance to downtown businesses and others. 

" ;The primary aim of bringing together sources of financing with technical assistance 
• ,5j;*oviders is to help local entrepreneurs become more "bankable" and to develop feasible 

business plans. 

. .^eyond particular collaborative projects, Enterprise is encouraging the City, non-for-
profits and private parties to consider the current master plan and zoning ordinance 

., ; .„;}?̂ '̂ ^^ "̂ process as an opportunity to create a common vision for Newark's future that 
^ , engages citizens, forges broad consensus and mobilizes capacities around achieving it. 

?;.-r " This master plan revision process can stimulate neighborhood planning as a core 
^ component in planning while connecting all areas of the city together around common 

,-.;theines such as economic development, transportation, etc. At present, there is no 
'^'comparable venue for organizing these sectors productively. Enterprise's work includes 
- .providing direct capacity building assistance to the City, technical assistance to select 

not-for-profit groups and organizations and helping to raise additional resources for this 

•I' 

•• t V 

: ?jf*̂ >vark Community Development System Capacity Building 
.^yViftually all observers of Newark affairs agree that city government's capacity must grow 

rather tlian facilitating accelerated revitalization, the public sector will severely 
constrain what can be accomplished. Moreover, limitations of capacity represent a very 
serious issue for the ability of CNUDC or any new CDC to achieve significant 
|>roductivity. Without expanded activity, new groups merely compete for stagnant 
resources with existing groups. Existing groups find their ability to "grow to scale" 
severely hampered as well. 

U y t ^ ' ' ^^^ '̂ '̂ ^ itself well understands this need. In fact, it would be surprising if the same level 
.'• ^ ' . ' A • {.'i'£̂ -<̂ apacity and operational efficiency which held during years of relative decline and 
j . J K̂  J -i '.-.stagnation were equal to the work of enabling a significantly more dynamic level of civic 

. , ^f^tivity. In light of this imperative, the administration has been increasingly open to 
' ' • ideas from outside city government for improving effectiveness. 

; ; Enterprise is currently assisting in two principle areas to expand the capacity of Newark's 
; total government. The first involves strengthening the ability of communities to 

•̂̂  P̂ '̂ P̂a";*̂  planning for their fiitures, including fbr the expansion of economic 
}. A'" • .:; .Qpportunity in the context of updating Newark's master plan and zoning ordinance. 

;̂ V ..-gnteiprise is providing technical assistance to groups sponsoring citizen involvement in 
; * "i . • planning and seeking to expand resources for this work. The Foundation is also 
i :, •'" ' fiiruishing additional assistance to the city administration to carry out planning work. 

••• •/ ^ A ,second area in which Enterprise will be helpful is with improvements to Newark's 
,> f . - affordable housing production system. The mayor has announced a goal of creating 
;:i ' ' r / -v ,;,f'P^^^ units of housing before the end of the year 2000. Over four years, 3,000 to 4,000 
'^"f; - - a r e sought. These levels represent a dramatic increase over current levels of 

' V production. Enterprise is working with the Newark Director of Housing to propose a 

V. . 7 -
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'citywide system of marketing, education and counseling to expand the pool of qualified 
homebuyers to meet increased production goals. In addition, Enterprise is assisting the 

; Affordable Housing Network operate the Community Building Funding Pool to provide 
support to groups wishing to plan to help residents take advantage of growing economic 
activity both in the downtown and the region 

> • _ 
•i ivt' 

••••s' 

; . „ . . . :„• • 

••4 '̂ '••̂  -., ; 

•• 
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Fax* jy^^^ ^^;?S Fax# Note To: Chff KeUogg 

From: Judy Kennedy ^(Uj^t-^^ 

Subject: Potential Housing Credit Event for Secretary Summers 

This responds to yom- request tlmt 1 apprise you of any upcoming oppormnities for the 
Secretary to draw media attention to the importance of expandmg tlie low rome 

Y T W L ' I ' ^ ' ' ' f : n^""'^'' " P P " ^ ' ^ "̂ """"S We^hester Coun^, New 
u V u u T '"̂ ^ ^"'"''^ ĥat conveys many positive mesLes 

about both die efficiency and effectiveness of the credit and CRA. '"̂ ŝages 

^ • n t ^ ^ i ' f ^ f " ^'"P'"^ fi'-st-ever ftindraising dinner 
October 6 for the Westchester Housing Fund, which is celebrating its tenth 
atiniversary of providing 0% loans to non-profit sponsors of low-income housing 
Tlie fund ,s proud ofthe fact that it started with only a$l million of private capita! 
arid has not lost even a nickel in ten years of operation," and its subsidiaiy, Hudson 
Valley Opportumty Fund, is about to open 24 units of low-income semor housing 
financed with the credit. Moreover, the low-income senior apartments ai-e located n, 
the affluent conmiunity of Rye, where market rents ai-e out of the reach of most 
seniors incomes. 

2. The Hudson Valley Opportimity Fund investors are a consortia of banks mcludinti 
Bank of New York, Fleet, and Small commimity banks who have partnered 
successhilly with non-profit sponsors of low-income housing for the ten years with 
ver}' little fanfare. 

3. The sponosors would be willing to schedule the nbbon-cutting opening ofthe senior 
housing for the aftemoon of October 6. They would be thiiUed to have Secretary 
Summers appear at tiieir first-ever fimdraising dinner which starts at 6 PM that 
evening. They are currently hoping for 200 attendees (with many banks taking 
tables) but obviously the Secretary's appearance would enable tliem to draw even 
more participants and contributions. 

Cliff as you know well, this event is a classic example ofthe kind of quiet success story 
that the credit and CRA represent all over the country, but for which it's been difficult to 
engage the media. A visit by the Secretaiy or perhaps even Hilary Clinton would be just 
the draw we need to help get the story out. Please let me know if you would like any 
additional infonnahon or help on this. 
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MEMORANDUM 

TO: PAUL WEINSTEIN DT: SEPTEMBER 13, 1999 

FR: BOB ROZEN 

RE: NEW MARKLETS INITIATIVE 
CHANGES TO THE LOW-INCOME HOUSING TAX CREDIT 

The recently passed, and soon to be vetoed, tax bill approved by Congress 
includes a number of miscellaneous changes in the Low-Income Housing Tax Credit 
("LIHTC"). A few of those provisions would fit well within the President's New 
Markets Initiative in that they are designed to promote increased investment within 
economically distressed areas. Although sucli LIHTC investment of course goes directly 
to affordable housing, the resulting improved neighborhood conditions serve as a catalyst 
for the kind of business investment which is the primaiy focus ofthe New Markets 
Initiative. 

Il is our hope that the White House vvill direct the Treasury Department to support 
these changes to the LIHTC as part ofthe Administration's overall efforts to enact its 
New IVIarkets Initiative. This could either be as part of potential tax bill negotiations this 
fall or in the Presidenl's next budget. 

Preference for pi'0)ects developed as part ofa community revitalization plan. Under 
cuiTcnt law. State Housing Credii allocating agencies must develop a plan for allocating 
credits. The plan must include certain selection criteria including: ( I) project location; 
(2) housing needs characteristics; (3) projccl characteristics; (4) sponsor characteristics; 
(5) participation of local tax-exempts; (6) tenant populations with special needs; and (7) 
public housing waiting lists. The State allocation plan nnist also give preference to 
housing projects: (1) thai serve lhe lowest income tenants; and (2) that arc obligated to 
serve qualified tenants for the longest periods. 

The bill adds a couple of selection criteria lo the list and removes one existing 
selection criteria. These are relatively unimportant although we do strongly object lo the 
removal of selection criteria (5). which refers to the participation of local tax-exempt 
organizations. We woLild like for the Clinton Administration to work lo restore lhal 
criteria if there is a provision deleting it as pait ofa lax bill negotiated later in the year. 

However, far more important to our policy inleresls is a provision lhat would 
create a new preference for projects which are located in (lualitled census tracts, the 
development ot which contributes to a concerted community devch)pment 
revitalization plan. 



This change is intended to encourage greater utilization ofthe Housing Credit as 
part of local public-private partnerships to revitalize entire communities. It recognizes 
the value of this program not only in providing affordable housing, but in helping to 
rebuild communities. 

The Local Initiatives Support Corporation and the Enterprise Foundation believe 
the addition of this preference would have two effects. First, it would encourage local 
communities to undertake concerted community development revitalization plans. 
Second, it would result in more Housing Credit properties being located in economically 
distressed areas. Both effects would increase overall investment in lower-income 
communities, which is of course, the purpose of the President's New Market Initiative. 

Home Funding. Under current law, certain projects located in "high cost areas" are 
eligible to claim a credit up to 130% of the value of the normal credit. High cost areas 
include: "qualified census tracts" where median income is below 60% of area median, 
and "difficult to develop areas" which have been identified by HUD as having high 
housing costs relative to income. Under current law, projects receiving CDBG assistance 
are eligible for the higher credit amount but projects receiving HOME assistance are not. 

This provision, which was included in the House bill but dropped from the 
conference agreement, would permit projects receiving HOME assistance to be eligible 
for the higher credit amounl. This change is very imporlant to the development of 
affordable housing in economically dislressed areas where it can be most difficult to 
develop affordable housing. Such projects are most in need of higher credit amounts and 
it makes no sense lo pennit use of CDBG funds, bul penalize the use of HOME funds 
when the funds can be used for identical purposes. This change would remove an 
impediment to the most difficult projects that utilize HOME funds, pulling such projects 
in the same position as projects which use other federal assistance programs. 

Definition ol"High Cost Areas. The bill includes a provision modifying the definition of 
"high cost areas" for which projects are eligible to claim a credit up to I 30% ofthe value 
oflhe nonnal credit. For purposes of qualifying for the higher credit, the term "qualified 
census tracts" would be modified to also include tracts which have a poverty rate of at 
least 25%. This would have the etTecl of mcluding more low-income rural areas wilhin 
the qualified census tract definition, facilitating development of affordable housing in 
such areas. 

Community Space. Access lo affordable child care is an obstacle to employment for 
many lower income individuals. Particularly in economically distressed urban areas, the 
shortage of available community space makes access to child care and Head Start 
programs more difficult. Unfortunately, community space that is available in Housing 
Credii properties cannot be used to address this shortage or space. 

The reason is that conunon areas in a Housing Credit property are part oflhe 
eligible basis on which the subsidy is based only if the space is used by individuals who 



are tenants ofthe building. The bill includes a provision that would permit common 
areas in buildings located within qualified census tracts to be part of eligible basis so long 
as the space is designed to be used by individuals who otherwise meet the income 
targeting requirements of the program. This is intended to increase the availability of 
community facilities in low-income neighborhoods which curtently have a shortage of 
space for such activities as Head Start, child care, and support services for seniors. 

I have attached a copy of the relevant conference report explanation and 
legislative language for your convenience. 
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"(IV) a wntten explanaUon is available to the general public for any 
allocation of a housing credit dollar amount which is not made in ac­
cordance with established pnoriUes and selection critena of the hous­
ing credit agency.". 

(b) SITE VISITS.—Clause liii) of section 42(m)(l)(B) (relating to qualified allocation 
plan) is amended by inserUng before the period "and in monitonng for noncompli­
ance with habitability standards through regular site visits". 

SEC. 133-1. MODIFICATIONS TO RULES REL.\TLNG TO BASIS OF BUILDING WHICH IS ELIGIBLE 
FOR CREDIT. 

(a) HOME ASSISTANCE NOT TO DISQUALIFY BUILDING FOR ADDITIONAL CREDIT 
AVAll..\BLE TO BUILDI.NGS IN HiGll CosT .\REAS.—Clause (i) of section 42(iH2)(E) (re­
lating to buildings receiving HOiME assistance) is amended by striking the last sen­
tence. 

lb) AD,nj.STED BASIS TO INCLUDE PORTION OF CERTAIN BUILDINGS USED BY LOW-
INCOME INDIVIDU.VLS W H O A I I E NOT TEN,\NTS AND BY PRO.JECT EMPLOYEES—Para­
graph (4) of section 42(d) (relating to special njles relating to determination of ad­
justed basis) is amended— 

(1) by striking "subparagraph (B)" in subparagraph (A) and inserting "sub­
paragraphs (B) and (C)", 

(2) by redesignating subparagraph (C) as subparagraph (D), and 
(3) by inserting after subparagraph (B) the following new subparagraph-

'(C) INCLUSION OF BASIS OF PROPERTY USED TO PROVIDE SERVICES FOR 
CERTAIN NONTENANTS.— 

"ll) I N GENER.\L.—The adjusted basis of any building located in a 
qualified census tract (as defined in paragraph (5)(C)j shall be deter­
mined by taking into account the adjusted basis of property (ofa char­
acter subject to the allowance for depreciation and not otherwise taken 
into account) used throughout the taxable year in providing anv com­
munity service facility. 

"(il) LIMITATION.—The increase in the adjusted basis of any building 
which is taken into account by reason of clause (i) shall not exceed ''0 
percent of the eligible basis of the qualified low-income housing project 
of which it is a part. For purposes of the preceding sentence, all com­
munity service facilities which are part of the same qualified low-in­
come housmg project shall be treated as 1 facility. 

'lui) (^OMMUNir,' SERVICE FACII.ri-Y.—For purposes of this subpara­
graph, the term •community service facility' means any facility designed 
to serve pnmarily individuals whose income is 60 percent or less of 
area median income (within tlie meaning of subsection ig!( 1)(B)).". 

SEC. 133.5. OTHER MODIFICATIONS. 

(a) ALLO<::ATION OF CitEDiT L I M I T TO CKRPAIN BUILDIN(;S.— 

I l)_The first sentence of section 421 h)( Dl E)iiiI is amended bv sinking "las o f 
the first place it appears and inserting "(as of the later of the date which is 6 
months afier the date that the allocation was made or" 

i2) The last sentence of section 42(h)(3)(C) is amended bv stnkin-- -pi-oject 
which and inserting "project which fails to meet the 10 percent test under 
paragraph i l)lE)iii) on a date after the close of the calendar vear in which the 
allocation was made or which". 

(b) DETER.MIN..VriO.N- OF WllETHKR BUILOINGS ARE LOC.MEI) IV Hh)ll CosT 
.AREA.s.—.1 he first .sentence ol section 42ld >lo HC )| ii)l 11 is amended— 

' I) hy inserting "either" before "in which 50 percent", and 
121 by inserting before the period " or which has a poverty rate of at least 

-,-) percent . 

.SEC. I : | 3 « . C.VIIRVFORWARD RULES. 

lal I N GKNKIUL.-Clause lii) of .secUon 42(h)(3)(D) Irelaung to unused housin-
credit carryovers allocated among certain states) is amended bv stnkuig "the excess-
ana all that lollows and inserting --the excess (if any) of— 

"III the unused State housing credit ceiling for the year pre­
ceding such year, over 

"(111 the aggregate housing credit dollar amount allocated for 
such yeai'.'. 

. tb) CiiNEOU.Ml.NG A.MENDMENT.-The second sentence of section 42.hH3.(Ci irelat-
ng to blate housing credit celling) is amended by sinking "clau.ses l i . and mi)- and 

inserting clauses (11 through iiv.i". 
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o REGUl^TED INVE9TMH 

-12) ĉ '-'̂ s"̂  sLu busir.̂ --tf:f V̂ :::; 1̂ -̂̂^ 

years beginning -> ^.,^.„7ArtON ot ^ l enactment of th^^ f.^^ 

tercsts n ^ p;irinersnip 
total viilue ol ai 1 

(2) before the 90th day afte 
partnership interests held by 
maining assets of the corporal 
tion of such corporation, 

(b) NONRECOGNITION OF GAIN < 

PARTNERSHIP INTERESTS.-In the . 
acquired by the liquidating corp. 

O) no '^ain or loss shall be r 
of such distribution, and 

(2) such distribution shall i 
of section ^08(bK.l)(B) of the 

(C) GAIN RECOGNIZED BY SHARt 
PARTNERSHIP INTERESTS . 

(1) I N G E N E R . \ L . - N O gain oi 
poration on the transfer of su 
Corporation solely in exchang-
ferred to in subsection (a)(1). 

(2) RECEIPT OF PROPERTY.-
for the fact that there is reci 
mitted to be received under p 

(A) gain (if any) to su 

°^ (i) the amount of r 
(ii) the fair marke; 

(B) no loss to such reci 
,d) BASIS.-The basis of prope 

applies shall be determined m a 
758 of the Intemal Revenue Cod 

(e) ADDITIONAL REQUIREMENT 
small business investment comp. 

(1) such company elects t( 
a manner similar to that pr 
to any recognition penod (a 

(0) such company distnbi 
distributions to which secti 
under this section. 

If, after making an electwn unc 
zed small business investment 

S o s T d of all of Its assets fcj p 
If) SPECbNLlZED SNL.\LL B L S I 

section, the term "specialized s 
tnven to such term by section K 

P A R T I I — A D D I T I O N . 
^ ^ S T I N G I N S P E C l 

M E N T C O M P A N I E S 

SF.C. 1346. EXP.VNSION OF NONRi 
0\-ER LNTO SPECLVLin. 

.al EXTENSION OF ROLLOVEI 
10 nonrecognition of gain) is 
'ISO-day period". ^ 

lb) INCRE.XSE OF M.XXIMUM F 
l l ) I N CENER-U,.—t^arag 

tions) are amended to reâ  
-I I) LlMIT.MlON ON INDl 

cam which may be excluc 

-I A) S750,000, redu 
"iB) the amount o. 

taxable vears. 
-i2) LlMlTAriON ON C 

amount of gain which n 
vi.-ar shall not exceed— 

•lAi .^2,000,000, re. 

:i ..-y- y. '. 
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REASONS FOR CHANGE 

The Committee believes that -odi^^ications mû ^̂ ^̂ ^̂ ^̂  the 
nresent-law tax on arrows and points to better rerieci current 
^ i ^ ^ d practice in the manufacture of arrows and points. 

EXPLANATION OF PROVISION 

The bill makes two ' J ' , ^ ? X ^ ^ ^ 

taxable arrows. Inserts and outserts ^re detinea a i^ggifjes 

z :̂̂  ̂  Set roi.r??2Xt fiae. p̂sem 
law). 

EFFECTI'VE DATE 

^, • • e Kill sannlv to sales bv manufacturers begin-
nilg'-onThe nrst dly 'of *e' ?S'^cal°endar qu'arter that begins .o re 
than 30 days after the bill's enactment. 

M INCREASE LOW-INCOME HOUSING TAX CREDIT C.XP AN'D MAKE 

OTHER MODIFICATIONS 

(sees. 1331-1337 of the bill and sec. 42 of the Code) 

PRESENT LAW 

In general iA ^ 
The low-income housmg tax credit may clain^ed over 10 a 

To have a present value of 30 percent qualified expenditure.. 

Credit cap , o..,*.̂  

met. 

Basis of building e. 

Buildings receivi 
nerships act ("HOI 
buildings located i i 
difficult developm* 
percent and 30-per 
percent credit, resf 

Eligible basis is 
used by qualified 
some common area 

State allocation ph 

Each State mus 
plan must include 
location; (2) housi: 
tics; (4) sponsor c 
empts; (6) tenant 
housing waiting l i ; 
erence to housing 
ants; and (2) that 
longest periods. 

Credit administral 

There are no ex 
perform a comprel 
low-income indivic 
that such agency i 
habitability standi 

Stacliing rule 

Authority to alli 
local) government 
erally, credits ma} 
during the calend; 
except in the cast 
basis; (2) credits 
binding commitmi 
building is placed 

Each State anm 
equal to $1.25 pei 
come projects. Ii 
State's "housing c 
the unused State 
the preceding cale 

For example, constiti 
share of the $1.2,5 amoun 

^• .̂\ State's population, 
released by the Bureau o 
applies. .Mso, for these pi: 
Rico, the Virgin Islands, 
States. 

•'•The imiised State ho 
.iiiiiiial credit limitation p 



it be made to the 
eflect current de-
d points. 

ax on arrows and 
.4-percent tax on 
ned for use with 
is articles used to 
3 bill reclassifies 
;ing fish or large 
ercent tax rather 
(as under present 

Lufacturers begin-
that begins more 

C A P A N D M f \ K E 

the Code) 

ed over a 10-year 
snants having in-
je for newly con-
t is not Federally 
avenue Service so 
ilue of 70 percent 
rcentage for new 
ly subsidized and 
ated is calculated 
enditures. 

Ily to each State 
that also receive 

ed subject to the 
•ry-over amounts, 

ce in the year in 
credit. An excep-
has expended an 
lyer's reasonably 
calendar year in 
requirements are 

Ba.sLs of building eligible for the credit 

nefsh!ps"fcV('HOM'P'M^ r l ' f ^ ^ ^ ^ ^ investment part-
nersnips act ( HOME ) are not eligible for the enhanced credit for 
buddings located in high cost areas (i.e., qualified census tracts and 
difficult development areas). Under the enhanced credi the 70 
percen and 30-percent credit are increased to a 91-percent and 39 
percent credit, respectfully Ft̂ icenc ana .jy-

used ^ i v ' O U S L H f " ' ' " " ^ ''"^'^^^ P^'^i"" the building 

some c o m Z [reas ' ^ " ' " ^ ^ " ^ " ^ 

State allocation plans 

Each State must develop a plan for allocating credits and such 
fc-'^^'.oi'^u''^^" allocation criteria inc lud inFa) p r o S 
ocation; (2) housing needs characteristics; (3) project characSris 

ties; (4) sponsor characteristics; (5) partidpation of local tax ex 
empts; (6. tenant populations with special needs; L d T V S c 
erPnl"' ' t ' 'h ' " ^ ^ ' ^ ' ^ -^nocation plan mu t also give Jref 
ants and i o i ' t Z '™^'?r^ ^^ V ^ " ' ' ' " ^ ^ ^̂ e lowest income'ten­
don g 4 s f p l nods ^° ^^ '-^ ^ ^ ^ " ^ - ^ t - - t ^ the 

Credit administration 

There are no explicit requirements that housing credit asrencies 
perform a comprehensive market study ofthe houfinTneeds^of the 
ovv-incoine individuals in the area to be served by the project no? 

K t r S S t r s t S ^ J d t " " f o r ^ c o m p L r w i t i 

Stacking rule 

Authority to allocate credits remains at the State (as onnoseri to 
local) government level unless State law provides otherwise Gen 

e pf m'th" c a s e ' i i ' T ) ' " I ' ' ' ^ ' ^ ^ ^ - ™ 
h^Jr. (9, ^ ' ' ^ ' ^ f ' ^ f- ' 1^ credits claimed on additions to qualified 
bas s, (2, credits allocated in a later vear pursuant to an earlier 
binding commitment made no later than the year in 2 r c h he 

F t u % ' r " ' ' ' -n service; and .3) carryover allocations 

equaUo ?1 ' r n e r s r r ' ' ' ' ' / ^""^ ' "^ ^"thority equal to .-il 25 per State resident for allocation to qualified low in 
cĉ me projects. - In addition to this ,$1.25 per resident am̂^̂^̂^̂^̂^ 

Se unu eTs ta^e 'h ' ' ' ' ' ' " ^ ' V ' " ^ ' ' " ' ^ ^ ' ' ' ' amounts (1, tne unused State housing credit ceiling (if anv) of such State for 
t t - f - e c ^ i ^ calendar year; " (2, the amount of the S^ate housing^ 

^^^•^ ' 'of '^ '^^^^^^ .heir proportionate 

Slate's popnhHion, for these ,r™es " t r , ? ' ° '^'"^ '^'^"^ '̂̂  ^ ^^^ole. 
r.--le:.setl by the Rtireaii of the Ce„ iisTfoVe the he?n, '̂ ^ ̂ ''^ State's population 
apphes. .Also, for these piimoses he D str^ ? >e hepi ning of die ye,-,r to a-h,ch the limitation 

-o, the v,r,n isimid̂, Jiiam,'N̂ ĥ:::̂ ^̂ ;-";;--;;;;'̂  
..:::;^^:hr;l^:;;;:;,-;:-!-i:;t,,;-"-
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i - - t t ; " t L " S J r o ™ ? r a „ J ? a l £ i " t o T ^ ^ ^ ^ ^ 

a cXndar year consists of the excess (if any) of the unused State 

which allocated its entire housing credit ceiling for the Preceding 
TaTendar year and requested a share in the national pool not later 
han May 1 of the calendar year. The national POol albcat.on to 

oV.tlifipH States is made on a pro rata basis equivalent to the trac 
T n that a sSe 's population enjoys relative to the total population 
of all qualified States for that year. 

The present-law stacking rule provides ^h^^ a ^^ate is geatea as 
using its annual allocation of credit authority ($1.25 P^J ^^ate resi 
S a n d any returns during the calendar year followed by any un-
S credits carried forward from the preceding year's credi ceiling 
and finally any applicable allocations from the National pool. 

REASONS FOR CHANGE 
The Committee believes that the credit acts as ^ stimulus for 

Inw income housing I t believes that the expansion of the credit cap 
wUl S T t h e conftruction and substantial rehabilitation o m̂^̂^̂^ 
Affordable rental housing for low-income individuals in he m^^ur-
The other changes to the credit program are intended to improve 
the operation of the credit. 

EXPLANATION OF PROVISION 

Credit cap . 
The ^\ 25 oer capita cap is increased to $1.75 per capita Ihis 

incr ase is phased?n by increasing the credit cap by 10 cents per 
caoita each year for five years. The credit cap would be. $1-35 i^ 
cafendar year 2000; $1.45 in calendar 2001; $1.55 in calendar year 
2002- $165 in calendar year 2003; and $1.75 in calendar year 
22o4: The $1.75 per capita credit cap is indexed for infiation begin­
ning in 2004. 
Expenditure test 

The bill allows a building which receives an allocation in the seĉ  
ond half of a calendar to qualify under the 10-percent test if he 
taxpayer expends an amount equal to 10-percen or more of the 
taxpayer's reasonably expected basis in the building ŵ^̂ ^̂ ^̂ ^̂  
months of receiving the allocation regardless of whether the 10 per 
cent test is met by the end of the calendar year. 

.-Credit returns are the sum of any amounts alloaUed ^ ^ ^ ^ ^ ^ ^ ^ ^ ' ^ 

- f ^ r ^ . ^ : 7 ^ Z ^ ^ ' ^ r p : t : ^ canceled by mutual 

" r s ea ro f the bonsing credit agency and the allocation recipient. 

•V i s " 

Basts of buildin, 

The bill mak 
First, buildings 
the enhanced ^ 
tracts for purpr 
any census trac 
the bill extends 
community serv 
eligible basis ir 
fined as any fac 
income is 60 pei 

State allocation 

The bill striki 
tax-exempts, re 
lations of indivi 
tual tenant owi 
teria relating to 
involves the use 
ization plan. Al; 
to the prefereni 
in qualified cen 
nity revitalizatii 

Credit adminisi 

The bill requ 
needs of the lov 
project and a wi 
any allocation i 
ities and selecti 
quires site insi 
compliance with 

Stacking rule 

The bill modi 
treated as usin; 
ceiling (if any) 
year's allocatioi 
State) and then 

In general, th 
December 31, 2' 
in the case of p 
tax-exempt boni 
which are issue 
credit cap is efi 
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Basis of building eligible for the credit 

f FiS%'t;!!dmgs^r\ceYvrn;HSI?E t ^ t ' ' ' ' ' "^^'^ ^ ^ ^ ' t . 
the enhanced credit sLnd th. l'r^"^ "^^^^ ^hgible for 

/ tracts for purposes of the enh.n.^H ^"^^'^^^ '^^^^^ 
J any census^ra'cts with a poverty Sl'o^^^ ' ' ^ f " ^ ^ ^ '"'^'"^^ 
^ the bill extends the credit In / i c P^'^'^t or more. Third, 

community service f a d f i t ' M P ^ ' ^ ^ " " ° r 5 f '^"'^^'"^ "^^^ as a 
eligible basis the bu din^ A r T ' " " °[ the total 
fined as any facil tv desilnpd' tf^ community service facility is de-

Ucome IS 60%:SeS o r S ^re? m ^ d ^ a ^ ^ ^ ^ ^ ^ ^ ^ ^^^^ 
State allocation plans 

t a . « L m p t f ?epla?L''1t' ' " 1 * " , " " ' t " ^ ' ° Participation of local 

;rt'rpfe-SS^ 
in qualified census tracts wL^h f tegory is for projects located 
nity revitalization plan contribute to a concerted commu-
Credit administration 

neld\%f i h e T o w S o m r X H l ^ r T . ' ' ' ' ' ' ^^"^^ the housing 
project and a w n J L n T x p W i t t v a n a J ^ ^ ^ ' T ^ ' '̂ ^ 
any allocation not made in ^ r - l n r ^ i l ^ * " general public for 
ities and selection criteria of the hn" ' ' established prior-
quires site inspectLns bv the h.°"-''"^ '''J'' ^S^^^^^' ^t also re-
compliance with^a^b-Sbi^iVstn^ardTlpS^^ ^ ^ ^ ^ 
Stacking rule 

treaud'as T i ' s I L ' a l l o S ' f f T l I ^ ' ° ^ ' " ' ^ 
ceilin" (if anv) Trnm Ih I I'nused State liousing credit 
year-s%ll„c"i'o'„ ' r c radf t f i S S ^ ' " " ^ 'he 'current' 
State, and then n „ a l l , E l S y j - ^ . S ^ n s " ' " " ' ' ' ° 

EFFECTIVE D.-\TE 

o i l L E r s i ' ^ S o S ' l i ^ t ^ d i ^ ' ^ ^ ^ ^ ' T ' ^ ' - ^^^^^ ^ ^ ^ ' - - S = f̂ter 
in the case orproje^s Jha^ a o^' ^ '^ ' '^r '"" ' '^^^ '-"^''^ '"" '^ ^ate 
tax-exempt bonds subiec to thp ' 7 ^"^^"""S with proceeds of 
which are issued a f S such d i t e ^ T ^ ' '""'^-^ " " ' " ' " ^ ' '™t 
c'-edr. cap is effective T ^ r c ^ l t J a r ^ ^ ^ a r r X ' D e l ^ e T 3? ^ 9 ^ 
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I'̂ jul A. Schosberg, 

.^c.^u::,-!:;. ,v Cljitf Executive Officer 

Dear Speaker Hastert: 

Identical Letter Sent to Full United States Consress 

.•\ '--ric î's 
( aiiunily 
t'. :.kei-5'- ' 

As Congres.. considers must-pass tax legislation in tiie closing days of this session, no iss. 
should be accorded a higher prionty than a lons-ON erdue mcrease m the low-income housiniz tax 
(t^lHlC). :dit 

AT stake IS the opportunit>- to make urgently-needed housmg available for 27 000 Anieric. 
tamihes m this year alone. Amenca's Community Baiikers is calling on Consress and the 
Adrnmistratior, to recognize the cruel paxadox in our record level ot'home ov^nership- more .-ind ii 
poor families are needlessly denied the opportumty our prosperity has created. 

For now ACB ^^^^^ ^ ̂ .̂̂ ^^^^ .̂ ^^^^^^ authorized i 
th. states under the LIHTC. Smce 1986. when the progranr. was created as a replacement for a ^ ar 
ot meffective subsidies per capita limit has been $1.25. Had it been indexed for inflation, the 
would be 51.7i today. That increase would provide rental housmg for 27.000 families. 

We he.ar time and agam that a nsmg tide lifts all boats. And as we look at ho.isms it mieh 
.•:3S>- to engage m selt-congratulation as we contemplate the fact that the rate of homeov^^ersliip h 
reached a record 67 percent. But a more caxeftil analysis brings us up short. Critical commtmities 'i 
.ir behmd. Thousands and thousands of families are victimized by a housine opportimity sao We 

help close that g..p by buildmg on the success oi tfie low-mcome housing ta^ credit and recognize 
the limits of 1986 bear no credible relationship to the economic realities of todav. It wouJd b^ traô  
vv.iste this opportimity to strengthen a valuable program that emphasizes local control and 
accountability preserves and increases the stock of low-income housing, and makes it possible foi 
communities tliroughout the U.S. to create jobs and expand economic opportunitv 

not 
Raising the limit to 1.75 has broad, bipartisan support. The Administration\s budoet pron, 

;̂"̂ >' '^^] ';"^^t, but indexing it to inflation. H.R. 175, introduced by Reps. Nanĉ ' Johnt • 
.^.d Charles Rangel, has 3M cosponsors. probably more than any other bill introduced this year T, 
Senate cottnterpart, S.1017. authored by Senators Connie Mack and Bob Graham, ha. 71 cosponso 

in the L m T ( T ' r T^' ^""^^ together on any tax legislation this year, this inc. 

!^*stipport ' ' ' ' ' ' ' > ^>^ 

Sincerelv, 

ni 

; l i 

.it 

U) 

Paul .A. Schosben 
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FAX COVER SHEET 

Date: 10/14/99 Total Pages (including cover sheet): 2 

To: Sarah Rosen Wartell 

Fax Number: 202 456-2223 

From: Charlotte Bahin • Regulatory Department 
email: cbahin(«^acbankers.org phone: (202) S57-3121 

RE: Low Income Housmg Tax Credit 

Message: 

For your information, attached is a letter sent by ACB to all members ofthe House and Senate 
support ot an mcrease in the low income housinc tax credit. 


