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CONGRESSIONAL ACTION WOULD BOOST RURAL DEVELOPMENT 
AFFORDABLE HOUSING
The U.S. Congress is acting on multiple bills addressing the subprime mortgage and housing credit crisis.  As part of this activity, Congress is expanding grants and amending tax law to make additional single and multi-family affordable housing available to low income housing tenants.  This note will focus on the provisions affecting Rural Development multi-family housing.
On April 10 the U.S. Senate passed its version of H.R. 3221, “Foreclosure Prevention Act of 2008.”  At essentially the same time, the U.S. House Ways and Means Committee approved H.R. 5720, “Housing Assistance Tax Act of 2008.” Other bills affecting multi-family rural housing are also in the hopper in both the Senate and House. The primary focus of the Foreclosure Prevention Act is mitigation of the burgeoning foreclosure problems.  However, a Senate amendment expands the cap on private activity bonds by $10,000,000,000 with the increased bond allocation being restricted to single family and multi-family housing bonds. The provision is essentially the same as that adopted by the House Ways and Means Committee in the Housing Assistance Tax Act.  The table on reverse reflects the additional private activity bond allocation available for selected States.  The differences between the House and Senate versions must be resolved in conference committee to become law.

Congressman Charles Rangel introduced, and the House Ways and Means Committee passed on April 9, 2008, the Housing Assistance Tax Act of 2008 (H.R.5720).  That bill significantly expands the private activity bond cap and availability of low income housing tax credits (“LIHTC”).  As noted above, for the years 2008 to 2010, the bill expands the annual private activity bond cap by 10 billion dollars.  To make the bonds more attractive to the investment community, and thus, at a lower interest rate, the bill provides that the interest on tax exempt  housing bonds is no longer includable in alternative minimum income.  In addition, low income housing tax credits could be used to pay alternative minimum tax.  

The bill reduces the impact of “burning” bond cap (the issuance of bonds that are repaid at completion of construction).  Multi-family housing bonds which are repaid within 48 months of issuance may be re-issued for new properties, and that re-issuance would not count against private activity bond cap.

The bill increases 9% state LIHTC allocations by $.20 per capita.  The table on the reverse reflects the revised allocations of LIHTC available for selected States. The 9% tax credit, under the proposed bill, will remain as currently computed but with a floor at 9%.  Projects utilising below-market federal loans, such as RD 515, would qualify for full 9% credits.  Low income housing tax credit projects utilising HOME funds would also be eligible for the 30% basis boost in difficult to develop areas (“DDA”) and qualified census tracts (“QCT”).  The bill also expands the pool of properties which could qualify for LIHTC acquisition credits.  Under current law, overlapping ownership in excess of 10% disqualifies the project for acquisition credits.  The overlapping capital and income ownership limit would become 50% or less, representing a significantly-relaxed test.

The House bill mirrors most of the LIHTC provisions of the Senate’s proposed Affordable Housing Investment Act. The significant differences are (1) the Senate bill would place a floor on the 4% LIHTC applicable rate as well as the 9% LIHTC’s, (2) properties in the HUD Moderate Rehabilitation program would be eligible for LIHTC, (3) thirteen listed types of federal interest and rent subsidies would not cause loss of LIHTC eligible basis, (4) and the elimination of the requirement for a recapture bond on the early disposition of LIHTC property. For rural properties the Senate bill provides that the national non-metropolitan gross income would be used if higher than the area median gross income for those LIHTC matters measured otherwise by area median gross income.
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Howell Linkous & Nettles, LLC, concentrates its practice in the related areas of affordable housing development and finance, municipal bond law, 
local government law, and economic development incentives.  Our attorneys have over 70 years of combined expertise serving exclusively affordable housing development legal matters and local and tribal governments.  The firm’s affordable housing practice includes tax credit syndications for single and pooled properties utilising RD, HUD, and multifamily housing bonds for for-profit developers and public housing authorities, and related real estate and tax matters.
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PRIVATE ACTIVITY BOND ALLOCATIONS

	State
	Original

2008 Bond Allocation
	Housing Assistance Tax Act of 2008 Additional 

Bond Allocation*
	Total 2008 

Bond Allocation

	Delaware
	$  262,095,000
	$   28,910,158
	$  291,005,158

	Georgia
	811,303,750
	319,093,109
	1,130,396,859

	Maryland
	477,559,240
	187,828,372
	665,387,612

	North Carolina
	770,187,720
	302,921,802
	1,073,109,522

	Pennsylvania
	1,056,787,320
	415,644,019
	1,472,431,339

	South Carolina
	374,655,265
	147,355,307
	522,010,572

	Tennessee
	523,321,115
	205,826,932
	729,148,047

	Virginia
	655,527,735
	257,824,992
	913,352,727

	West Virginia
	262,095,000
	60,578,630
	322,673,630

	
	
	
	

	*Restricted to housing bonds. Amounts are estimates.
	


LOW INCOME HOUSING TAX CREDIT ALLOCATIONS

	State
	Original

2008 LIHTC Allocation
	Housing Assistance Tax Act of 2008 Additional 

LIHTC Allocation
	Total

2008 LIHTC

Allocation

	Delaware
	$ 2,325,000
	$   172,953
	$  2,497,953

	Georgia
	19,089,500
	1,908,950
	20,998,450

	Maryland
	11,236,688
	1,123,669
	12,360,357

	North Carolina
	18,122,064
	1,812,206
	19,934,270

	Pennsylvania
	24,865,584
	2,486,558
	27,352,142

	South Carolina
	8,815,418
	881,542
	9,696,960

	Tennessee
	12,313,438
	1,231,344
	13,544,782

	Virginia
	15,424,182
	1,542,418
	16,966,600

	West Virginia
	3,624,070
	362,407
	3,986,477
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