HOW THE HOUSING CREDIT WORKS

T brough the stases, without the burden and cost of - Ech state develops & Housing Credit plan
foderal burcaueracy, the Housing Credis encourages to give priority t0 its most pressing low
investors o finance aparrments for low income senants erene ) income housing needs: holds public hearings
az restricied remts. Each year, each state gets Housing on it and coordinates iv wich orher bousing
Credits equal to $1.25 times its populusion, which programs.

generaie wwice that much in additional invessmens.
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T he developer uses the cash from the Housing Credir sale and The money from selling Housing Credits
mortgage proceeds to buy maserials and hire workers to build  ensasveses reduces the morsgage needed so build the apare-
the aparemesss, The state takes Housing Credits back from any ments, The morsgage savings allow for the
developer who does nos promprly begin and finish within 2 restriveed, lower renits for lows incomie tenanis.
limived time.
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When the dparoments are ready to be occupied by low T b st continuoushy checks senans rents and
income tenanss, the siase reviews all coses again. It incomes and inspecss property condizions, Iy noti-
reduces Housing Credizs for the apartments if less are eswasne ) fies the IRS abour any ineligible tenam, excesive o o o )
needed shan it first approved, rente, or significant defecr. The IRS van recover
any Housing Credic claimed by investors on
aparpmenss out of compliance,
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T e srase judges which developmenss among the

many proposed best meet its plan. Less than half
get picked. About ¢ third of all Housing Credits. o g yensseasnosvessesssss selecss. Tt fimins developer and builder prof-
it. It provides only enough Housing Credit

£0 te nonprofits.
10 make renting the apartmenis 1o lw
incorme frmilies at resericied rents possible.

T he suase carefully scrurinizes all cost and
financing esrimates in the proposals it
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Aﬁfr adjusting the developer estimates, the staze
allocases Housing Credits needed for the apartments.
The developer sells then: for cash to inwstors who
watrtt to redvce thelr taxes.

Mon developers use a professional real estate
syndicator 1o marker Housing Crediys 1o the

‘Gt largest posiible number of investors o get the
highese possible price. Nonprofies syndivate @
third of all Housing Credin,
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The Housing Credit has produced miore than 800.000 quality apart-
mentss for low meome families, elderly, and homeless in #rban and

ments in compliance. They can claim the Housing
) rural America. They frequently are anchors for revitalizing blighsed

Ynwestors bave a strang stake in kecping apare-

Credit for 10 years, but only as long as theirapar- s awaee
ments remain it good condition and rented ko low
imcome renanty 28 vestriced renss,

neighborboods and catalyses for stimularing local econoties,



