



























































2.

3.

4.

Eaxntension of

Carryover of
authority

Ccredit

credit

Payment of ciedit

Credrt recapture

Exatended luw -

and optir1ons

Vicome use
to purchase

CHESEHTRCAW

Author 1ty to allocate
low income housing tas Lredits
eaprites December 31, 1949,

Unused credit author vty may
not be carried tuiward, aor may
one State’'s (redit duthor ity be
made available tur prujects n
another State.

The owner ot a qgualitying
property receives the credit
over 10 yedrs but must maitntain
comptirance with luw=10C0Me
restrictions tor 15 years.

Accelerdted portion ot ciredat
15 recCaptured 1t the Qudlitied
Bdsi1s 15 reduced or Wt the
prapei ty 1s disposed ot withuot
posting tiond satistactory to
Tiedsury.

A buildding tor whiich the
Owner reteilves 4 Credit
allucation is subject tu a
15-year compliance periud
ducing which that part ot the
buillding tor which the credits
are clawned must be rented to
luw-10Cc0ome tgnants at
restricted rCnts.

CHATRMAN'S MARK

Hiavides tul a perianent
gatension ot the low-1ncume
housi1ng credat |

Allows a e yedr
tattyturwatd ot unased credvt
author ity by allucatvg
aygen res Aty unosed authoir ity
abtter sach carrytorward v
reallocdted to other States
thi ough a natironal poul of
anusedtd duthor ity Sach
tartynver must he allorated o
the yeat 1 et eived

Ruetailns present ldaw

Retains jiresent  law

Mahkes thie erastence ot a
I year extended) low 1nCome use
agt cement o fequitement tor
Credit elagibnlaty It the
tarpayeir 1a anable to tiranstes
frouperty dat the end ot the
mMmitial compliance peraoil tor
contynaued low=1ncuvime uase, the
allocatng agency 15 allowed
onhe yeal (Leginnang at the end
ot the 14th yeac ot compliran e
period) to ting an eligible
bauyer at a specityed prce
based 00 vatstanding
mdebtedness amnd 1nivestar
equity contiybuthrans It no
sSuth buyer 1s larcated, the
pPropetty may bhe canver ted to
Mai kel 1 oler uae wilhy 1hie
Qualitrcatron that earsting
Touw 1nicame tenants may it be

g/



6.
acQuisition

Allowance ot credit ftoi

of existing

property and substantial

rehabilitation

7.

Passive

ioss exception

PRESENT LAW

A 70-percent present value
credit may be cClaimed tor the
taxpayer’s basis in both (i)
new construction and (ii)
qualified substantial
renhabilitation expenditures;
provides, in each case, that
the property is not federally
subsidized.

A 30-percent present value
credit may be claimed tor the
taxpayer’'s basis in both
qualified acquisition property.
To quality for the acquisitiun
credit, substantial
rehabilitation need not bLe
undertaken.

To quality as substantial
rehabilitation, qualifying
expenditures must averagyge at
least $2,000 per low-income
unit, but need not be made o
the low-income units. Expenses
may be incurred ovver a Z24-munth
period.

A taxpayer otherwise subject
to the passive loss rules is
allowed up to a $25,000
deduction-equivalent amount
(i.e., credit of up to $7,000)
of low-income housing credits,
regardless of whether the
taxpayer "actively
participates” in the activity,
This allowance is subject to a
phaseout ratably as the
taxpayer's adjusted gross
income increases from $200,000
to $250,000. No amount of the
credrt is allowed under the

CHAIRMAN'S MARK

evicted.

[he determindtion ot

ownership of a qualitred
yvacome Lurvldyng s

tegard to optairons
ualtitied nonprot

he ld
1t

oryganizations that drd

pirovide Findoncing dur iny

compliance period.

by

not

Permits the acquisiytion
credit only it substantial

rehabilitation is done any

VCTeases the minimum
Qualitying expenditure

substantial rehabilitation

Foe

luw
Made without

the

trom

$2,000 to $3,000 average per

low-income unit.

Retain present

law



H. Federally subsidized
Eligibility tor

property:

70 percent Credit
9. Tax-exempt bond tinanced
praperty: Annual credit

Tyimvtation

PRESENT LAW CHATRMAN'S

MARK

special $25,000 allowaiice tor
individuals with adjusted gt uss
inicome over $250,000.

liv general, the qualitied
basys ot newly constructed as to defainition of
builyings or low substantial ‘sabstantial rehabi b
rehabilitatian expenditur e
which ate not ftederally
subsidized which are nat
tedaerally subsidized 15
eligible for a 70-percent
present value credit. However
the qualified basis ot exi1sting
bulldings and newly constructed
buildings, or substantial
rehabirlitation expenditures,
or substantial rehabilitation
espenditures which are
tederally-subsidized is
eligible for a 30-percent
present value credit,

Alternatively,
tederally-subsidized property
is eliglible for the 70 percent
present value credit it the
tederal subsidy is excluded
tfrom the eligible bLasis.

A ftederdally-subsidized
building is any building tor
which there was outstanding
during the tdxable year ar any
pPrior year a tax-exempt bond o
belaw markhet Federal lodan, the
proceeds ot which were used to
t ynance the building aor ts
operation.

The Qualitied basis ot a4
Qualitied law-income building
toi dany tarxdble year is
determined by multiplying the
eligible basis at the building
tiy the lesser ot (i) the ratio
of number ot low-income units
to all urits in the buyvlding,
or (1) the ratio ot the tlous
space of law-income units to
flaar space ot all units.

when /0 percent ar more of Ketuins present law
the adgyregate basis of a
building and the land on which

Retartns present law, erxcept

tatron”

oFs



10.

L8

12.

High-cost areas

10-year rule

Credit and HUD sectiun

P oygr ams

PRESENT | AW

1t s located s bFinagnced with
the proteeds of tax-exempt
bonds whichh dre asubject tou the
State's bond volume cap the
ownet may claim the 30 percent
present value credit toui the
entire eligible basis ot the
burlding without receiving an
allocation under the State’'s
annual credit cap.

A maximumn /U-percent present
value credit is available ftor
new construction and
substantial rehabilitation
expenditures. .

Generally, properties placed
in service within the last 10
years are ineligible for the
credit.,

Exceptions are provided for
buildings transferred in wnich
the new owner retains the basis
ot the previous owner. When
the transferor is a qualified
tax-exenpt organization or a
goverimental entity, the
10-year rule 1s applied by
lookinyg to the placed in
service date ot the most recent
taxanle owner.

In addaition, exceptions to
the 10-year rule dre piovided
(sec. 42(d)) for certain
proper ties, a default on whith
would result in a Federal
Government budget outlay,

The (redit is avdilable to
Qualifying properties which
also receive direct Federal

CHAIRMAN'S MARK

Incredses the mar ivmuim Credit
dvaillable to buirldings 1n
certayn high-cost and very poor
areas (up to a 91 percent
present value credit).

Grants a new exception trom
the 10 year rule tor:

1) tor certdin buildings
dacguired trom failed findncial
institutions;

2) certarviy properties whiich
would convert to market use dand
which are owned by HUD or the
Farmers Home Administratyon or
whiere HUD holds the mortyaye
loan on the buillding; and

3) low-income bu)ldings the
mortgages on which are subject
to prepayment 1f the exception
1S necessary to avert
conversion ot the properties to
mai het rate use.

Also, expands detinition of
“tederally-assisted building”
to include building with four
Ul more units with mortyayes
origyinated by or insured of
yuaranteed by the Federal
LGovernment .

Provides that the credit is
1ot avatlrlable to property
teceiving assistance under the
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20.

21.

2.

23,

24.

1TEM

Determination af rent
for rent-restricted
units

Rent tloors

Rents for previously
Qualitying tenants whose
incomes nNow exceed the
qualifying income
limitations

Deep rent skewing

At-risk rule tor
qualified nonprotit
organizations

State plans

ORESENT LAW

Maximum allowable rents tor
rent-ris*ricted units are
determincd by 30 percent ot
qualitying income limitation
adjusted ftor family size.

For rent-restricted units,
the rent is determined by
taking 30 percent of the
qualifying income limitation
Annually, as the qualifying
income limitation changes, the
allowable rent may change.

A tenant who Qualified for a
rent-restraicted unit may
continue to be deemed toO
qualify even if his/her income
grows to as much as 140 percent
of the qualifying income
limitation.

The maximum allowable rent 1s
still determined by 30 percent
ot the qualifying income
limitation,

To qualify under the Jdeep
rent skewing exception, at
least 15 percent of the
law-income units must be
occupied by tenants whose
incomes do not exceed 40
percent of area median 1ncaine,
the rents must be restricted to
30 percent ot the quatifying
income limitation, and rents on
the market rate units must be
at least 300 percent of rents
charged on compail able rent
restricted units.

Treats as an amount at r1sk
certain nonrecourse financing
provided by a qualitied
nonproufit organization,
provided that certain
requirements are met including
that the financing is repaid
within 90 days after the end ot
the 15-year compliance period.

Credits are allocated by

CHAIRMAN'S MARK

Uses apartment size rather
than tamily size ot occupants
d4s the basis tor gross rent
limvytatiun, Uses actual tamily
size as basis for gqualitying
low-1ncome tenant.

Retains present law

Retains presetit law,

Liberalizes the deep 1ent
skewing rules by changing 300
percent to 200 percent .

Expands the present law
at-risk rules tor property
financed by qualitftied nonprofat
organizations by delaying the
deadline for full repayment of
such financing to conform to
extended use peri1od

Mandates the development of a



25,

26.

27,

28.

295

30.

Alluvcation ot only
necessdary credits

Project evaluatiyon

Semiannual determingt ion

ot credit percentage

Credit claimed ftaor
buildings placed 1n
service in later years,

Administrative
provisions

Effective date

PRESENT | AW

State allocdting agencies .

For new or subistantially
tetiatyi i tated property,
allacat ing agencies may
allocate up to o 70 percent
presant velue credit | Faor
acquisition praoperty and
Federal ly-subsiydirzed property,
the allocating ayency may
allocote up to a 30-percent
present value credit .

Allocating ayencies may use
any guilelines they choose tou
allocate credits to eligible
properties.

Credit percentayes aie
determined monthly by the
Secretary.

Generally credit may be
claimed only tor property
placed 10 service in the year
the credirt allocation is
receyved. An eaception exists
tor newly constructed or
substantially rehabilitated
property which is not
substantially financed with
tax exempt bLonds. This
exception permits credits to be
claimed tor property ploced 1n
service within two years atter
a credit allocation was
received, 1t 10 percent ot
estimated project costs were
ncurred in the yedar in which
the allncation was made .

Requires that credit torms be
filed within 90 days ot ter thie
end edch taxable year w0 the
Crediyt period.

The credit is acheduled to

CHAIRMAN'S  MARK

plan ot allocaeti1on by State
allocating agencies. Among the
lucation criterid are 10clusion
of lace)l charities and
encouragement ot mixed use
housing .

Mandates that credit
allocations to 4 burlding not
eaceed the level necessary tor
the tinancial teasybilaty ot
fhe pooject

Mandates State allocating
ayency evaluation ot each
credyt project accordynyg to
e established (iri1tera

Retains jiesent law,

Provides that newly
constructed or substantially
tehabilitated property which s
substantial ly taindnced with
tax-erempt LONUYS Mmay Clarm the
credit tor burldings placted 1n
SEMviCe wilhiin twd year s aof ter
the DONUs were 1ssued, 1t at
least (0 percent ot estimated
Pproject costs wele 10culfed Dy
the close ot the ctalendar year
1 whehy the Lols wele Issued.

Alluws thie taxpayer to tite
credit fForims on the same day ds
required tor taling taa
teturns,

The proposal 15 generally

h ¢



1TEM

PRESENT | Aw

expire after

December

Aa,

1989 .

CHAIRMAN'S MARK

ettective tor determinations
made under sectiron 42 ot the
IRC with respect to housing
credit doltar amouunts allocated
firom State housing credit
ceilings tor calendar years
after 1989, For projects not
subject to the credit
agllocation limits, the
provision generally applies to
buildings pldced in service
atter December 41, 198Y.







































