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The Honorable Senator [Name]
[Name] Office Building, Room [Room Number]
Washington, D.C. 20510


Dear Senator [Name], 

I represent [organization name], a [description of organization] in [state]. As the Senate considers comprehensive tax reform, I ask that you urge Senate Finance Committee Chairman Max Baucus and Ranking Member Orrin Hatch to protect and strengthen the Low-Income Housing Tax Credit (Housing Credit) to ensure that [state] continues to benefit from this critical affordable housing resource for years to come.
Senator Baucus and Hatch’s June 27 “Dear Colleague” letter outlined their “blank slate” approach to tax reform, in which they will initially eliminate all exclusions, deductions and credits, and will only add them back in if they have sufficient support from their colleagues in the Senate. Only tax provisions that are proven to help grow the economy, make the tax code fairer or effectively promote other important policy objectives will be added back into the tax code, with special preference for those with bipartisan support. Please considering using the information below, demonstrating that the Housing Credit meets all of these criteria, as you make your case for the Housing Credit to Senators Baucus and Hatch by the deadline of July 26. 
Helping to Grow the Economy
Because of a growing shortage of affordable housing, today over a quarter of all renters pay more than half of their income in rent.  Devoting so much family income to housing can be a destabilizing force for many households, leaving insufficient income available to meet basic needs for food, health care, education and transportation.  This contributes to residential instability, undermines educational achievement and impairs employment potential.

The Housing Credit addresses this serious social problem by producing close to 100,000 affordable rental homes annually.  This stimulates about $15 billion in housing investment annually, which supports 95,000 jobs, primarily in the small business sector, and produces about $7 billion in local income.  Since its creation in the Tax Reform Act of 1986, the Housing Credit has leveraged more than $100 billion in private investment capital, providing critical financing for the development of more than 2.6 million affordable rental homes for low-income families.  Unlike other tax code incentives that alter investment decisions at the margin, virtually no affordable housing production would occur without the Housing Credit, since it is fundamentally uneconomic to produce rent-limited housing without a subsidy.  

In [state], the Housing Credit has financed more than [#,###] (view the ACTION State Fact Sheets for local information) affordable rental homes and created approximately [#,###] (see state fact sheet)  jobs. 

[Insert any state/community-specific information on projects or need.]


Making the Tax Code Fairer
Today about 35 percent of all households live in rental housing, and their annual income is on average less than half the annual income of homeowners.  Yet three quarters of all federal expenditures on housing – tax expenditures and direct spending – go to support homeownership.  

According to the June 2013 “State of the Nation’s Housing” report from the Harvard Joint Center on Housing Studies, the country faces a growing affordable rental housing crisis.  In 2011, there were only 6.8 million affordable units for 12.1 million extremely low-income renters nationwide. This affordability gap is exacerbated by higher income households competing with low-income renters for affordable units, as well as by widespread structural inadequacy in affordable housing stock. As a result, there exist only 30 adequate, available, and affordable units for every 100 extremely low-income households in the United States. The gap between affordable units and low-income renters in need of housing continues to widen each year, and the Housing Credit is virtually the only significant source of capital to address this need.  

The Housing Credit is widely considered to be the most effective affordable rental production program in the history of the nation, yet it accounted for just 3.3 percent of all federal housing expenditures in FY 2012, or 4.3 percent of all federal housing tax expenditures. Removing the Housing Credit from the tax code would harm low-income families in search of an affordable home and make the tax system less fair. 

Effectively Promoting Important Policy Objectives
As a result of being administered through the tax code, the Housing Credit brings with it important private sector market discipline that makes it an efficient means of creating new affordable housing. The private sector manages property site selection, financial underwriting and ongoing tax code compliance monitoring of the projects, and assumes all of the construction and lease-up risk associated with Housing Credit-financed properties. The ability to claim tax credits and maintain the targeted rate of return on investment is determined by the project’s compliance with the income targeting and rent restrictions in the law. This “pay-for-performance” model has led to extremely effective management and oversight of the program and produced an extraordinary low level of foreclosure—a cumulative rate of only 0.62 percent between 1987 and 2011, according to an analysis by the accounting firm CohnReznick.

Other Provisions That Should be Added, Repealed or Reformed as Part of Tax Reform
In addition to preserving the Housing Credit program as part of tax reform, changes should be made in the formula used to determine the tax credit rate as proposed by legislation introduced in the 112th Congress, S. 1989.  This bipartisan legislation would replace a faulty formula that determines the amount of housing tax credits a property receives based on the interest rate paid by the federal government with the flat 9 percent and 4 percent credit rates that were in force when the program was first enacted.  

The minimum 9 percent rate has been extended on a bipartisan basis since the enactment of the Housing and Economic Recovery Act of 2008, and S. 1989 and its companion legislation in the House received bipartisan support in the 112th Congress, but the rate is set to expire at the end of 2013. Under the “floating rate” formula, every movement in the federal cost of borrowing would change the amount of tax credits that go to support development of Housing Credit affordable housing.  This reduces the amount of equity that can go into any given project without actually reducing the cost of the program, creates uncertainty which is disruptive of the development process and is not actually supported by any public policy rationale.

Please help ensure that the Housing Credit can remain a shining example of how private dollars can work to address affordable housing needs through effective and efficient public-private partnerships by urging Senators Baucus and Hatch to protect and strengthen the Housing Credit in their tax reform effort.

Sincerely,

[Name]
[Title]
[Organization]
[Address]
