Proposed Modification to LIHTC/Bond Income Limits
& Identification of Family Housing Focus Areas

October 13, 2010

Background:

Utilization of the Low Income Housing Tax Credit and Tax-Exempt Bond programs across the geographical United States is uneven and irregular. The use of the “Area Median Income” or “AMI”, by county, excludes low income families when area incomes are not normally distributed around the mean. In areas with large, low income populations, where the average income is already very low, limiting access to families at 60% of an already very low median income excludes the working poor, entry level workers and families whose adults work for minimum wage.

Objective:

To develop an income limit adjustment element for low income communities to support new and existing LIHTC and/or bond financed developments, to foster investment in jobs and to provide rental housing opportunities for entry level workers. This adjustment must be administratively effective, used on a limited basis and be applied in an “as-needed” manner that does not raise rents or displace existing occupants in LIHTC and/or bond financed developments.

Development Process:

Corrective concepts have been discussed for 36 months with HFA executives, project sponsors and developers, interest groups and members of Congress and their staffs.  Additionally, income limit protocols of other federal programs (such as HUD Section 8 and USDA RD programs) have been reviewed. While there is no national consensus for a wholesale income limit revision process, minor regional and structural adjustments to the LIHTC program have been made by statute in 2008 and 2009. 

Proposed Revision:

The proposal to make certain income adjustments in the LIHTC/bond programs would be targeted to specific areas where conditions exist which warrant such an income adjustment.  The proposed revision, to be applicable in geographic areas designated as Family Housing Focus Areas, has three basic components: a “trigger” level indicating a need, a “certification” by a state allocating agency acknowledging the need for a modification, and a revised “scale” resetting the income limit eligibility index.

1. Trigger- When, in a county, the published LIHTC/bond program eligible income limit for family size of 2,3 or 4 persons is below 150% of the HHS published Federal Poverty Guideline for a family of four… then the area or census tract is eligible to be designated as a “family housing focus area” or “FHFA”.

2. Upon request, the state allocating agency can review the area to determine the adequacy of supply for safe, sanitary and affordable housing for low income working families and entry level workers. If the agency determines that, without intervention, there is or will be a shortage of affordable housing, it can certify to the Treasury Secretary that a revised FHFA income limit scale is to be deployed for an area or a designated project.

3. The scale proposed in this initiative is the current LIHTC/bond income limit scale, but simplified so that 1, 2 and 3 member families are all evaluated at the income limit for a family of four. This is a simplified methodology that is consistent with a methodology adopted by the USDA for its Section 538 Rural Rental Guaranteed Housing program.

Benefits:

The benefits of an income limit adjustment for Family Housing Focus Areas are as follows:

1. The modification is limited, measured and controlled by the LIHTC allocating agency;

2. It is harmonious with existing programs, schedules and indices;

3. It will not create affordable housing shortages or displace current occupants;

4. It will not increase rent limits;,

5. It will not be a factor in urban areas with higher income limits;

6. It will stimulate production of new affordable housing in rural and underserved areas;

7. It will stimulate occupancy in projects currently hurt by abnormally low limits;

8. It will create housing for the working poor and entry level employees;

9. It will help create housing in rural areas for families in formation; 

10. It will help counteract out migration and poverty concentration in urban areas;

11. It will help underserved communities create new jobs;

12. It will begin rectifying the unequal distribution of affordable housing across the country;

13. It will help small towns with low income populations develop new housing stock;

14. It should have very limited costs for federal budgetary purposes; and

15. It will make affordable rental housing for entry level workers a possibility in every state and every county in the nation.

Recommendation:

A draft of suggested implementation language is attached. It is recommended that NCSHA advance the issue as a priority in the next Congress. Current LIHTC exclusion maps, showing the scope of the existing problem, are also attached.

