Updating the Low
|ncome Housing
Tax Credit
(LIHTC) Database

Contract
C-OPC-21293

Final Report

November 10, 2000

Prepared for

Mr. Kurt Usowski

U.S. Department of Housing and
Urban Development

451 Seventh Street, SW, Room 8208

Washington, DC 20410

Prepared by

Sandra Nolden

Carissa Climaco

Meryl Finkel

Abt Associates Inc.

55 Whedler Street
Cambridge, MA 02138






Internal Review

Project Director

Technica Reviewer

Management Reviewer



Acknowledgements

The authors of this report wish to acknowledge the assistance provided to this study by a variety of
individuas and organizations.

Firgt, we gppreciate the guidance and support of the HUD Government Technical Representative,
Kurt Usowski. In addition, this project would not have been possible without the cooperation of
the 58 tax credit alocating agencies which provided the data on tax credit projects placed in service
from 1995 through 1998. We would aso like to thank the Nationa Council of State Housing
Agencies (NCSHA), which served as a helpful informationa resource for the project.

At Abt Associates, severd gaff members played important roles. Kathleen Heintz provided
thoughtful and congtructive technica review throughout the design, data collection, and report
writing. Shirley Cui and Karen Rich provided programming support. The diligent efforts of Jean
Amendolia, Jenny Berrien, Debi Mclnnis, and ChristinaMadonado in following up with the tax
credit alocating agencies during the data collection phase helped to ensure a 100 percent response
rate. Jm Walace and JlIl Khadduri provided ingghtful reviews of the interim andytical reports.
Michele Robinson produced the report. We thank them dl for their assistance.

4 Updating the Low Income Housing Tax Credit (LIHTC) Database Final Report



Table of Contents

Chapter ONE - INEFOUUCTION.........ceieieieiteete sttt sb e se e 1
1.1 Overview Of tNELIHTC ..ot 1
1.2 Objectives of the RESEAICH........cooceeicecee e 2
1.3  Organization Of tNISREPOM........coiiiieiieieee s 3
Chapter Two - Data Collection and Database Creation .............coceeceeeeereneneseneseseeeeeeees 4
2.1  DataCollection APPrOaCh..........cooiiiiiiiie e s 4
2.2 ResUlts Of Data COllECHON.......cceiviieiriieiieieie e 6
Chapter Three- Characteristicsof Tax Credit Projects.........ccovvvrieeieeienenese e, 10
3.1 BasiCProperty CharaCteliStiCS.. .. ..coeiieeeieieseesie et 10
3.2 Changesin CharaCteliStiCS OVEr TIME ......oiiveeiieiiie ettt 16
Chapter Four - Location of Tax Credit ProjectS.........cccvieieeceseese e see et 20
4.1 Regiond Patterns Of DEVEOPMENT ........cccceeiiiiiriere e 20
4.2 Location of LIHTC Projectsin Metro and Non-Metro Aress...........ccceeeereeeenene. 24
4.3 Location of LIHTC Projectsin DDASaNd QCTS.......covveiiieiiecieesee e 27
4.4  Neighborhood Characteristics of LIHTC Properties..........cccccvveevvevvcceeseeseceee 29
4.5 Changesin Location CharacteristicS OVEr TIME.......cocvvvirererieeieriese e 35
Chapter FIVE - CONCIUSION ..ottt 37
Appendix A - LIHTC Data ColleCtion FOrM........c.cccveiieiiieiie e s 39
Appendix B - Description of the LIHTC Database...........cccoveveeieieenecie e 42

Table of Contents i






Chapter One
Introduction

1.1 Overview of the LIHTC

The Low Income Housing Tax Credit (LIHTC) was created by the Tax Reform Act of 1986. The
act diminated a variety of tax provisons which had favored renta housing and replaced them with a
program of credits for the production of rental housing targeted to lower income households. Under
the LIHTC program, the tates were authorized to issue Federd tax credits for the acquisition,
rehabilitation, or new congtruction of affordable rental housing. The credits can be used by property
owners to offset taxes on other income, and are generdly sold to outside investors to raise initia
development funds for aproject. To qudify for credits aproject must have a specific proportion of
its units set aside for lower income households and the rents on these units are limited to 30 percent
of quaifying income! The amount of the credit that can be provided for a project is a function of
development cost (excluding land), the proportion of unitstheat is set aside, and the credit rate
(which varies based on devel opment method and whether other federd subsidies are used). Credits
are provided for aperiod of 10 years?

Congressinitidly authorized state agencies to alocate roughly $9 billion in credits over three years:
1987, 1988, and 1989.% Subsequent legidation modified the credit, both to make technical
corrections to the original act and to make substantive changes in the program.* For example, the
commitment period (during which qualifying units must be rented to low-income households) was
extended from 15 yearsto 30 years.” States were also required to ensure that no more credit was

Owners may elect to set aside at least 20 percent of the units for households at or below 50 percent of area
median income or at least 40 percent for househol ds with incomes below 60 percent of areamedian. Rentsin
qualifying units are limited to 30 percent of the elected 50 or 60 percent of income.

The credit percentages are adjusted monthly, but fall in the neighborhood of 4 percent or 9 percent of
qualifying basis. In general, credits are intended to provide a discounted stream of benefits equal to either
30 percent (for the 4 percent credit) or 70 percent (for the 9 percent credit) of the property's qualifying basis.
The 30 percent credit is used for the acquisition of an existing building or for federally subsidized new
construction or rehab. The 70 percent credit is used for non-federally subsidized rehab or construction.

Assumes approximately $300 million in allocation authority in each year, with annual credits taken for 10
years.

*  SeeTechnical and Miscellaneous Revenue Act of 1988, Omnibus Budget Reconciliation Act of 1989, and
Omnibus Reconciliation Act of 1990.

The Omnibus Reconciliation Act of 1989 extended the commitment period from 15 to 30 years. However,
project owners are allowed to sell or convert the project to conventional market housing if they apply to the
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alocated to a project than was necessary for financid viability. The credit was dso made a
permanent part of the Federa tax code (Section 42), providing the states with roughly $315 million
in new dlocation authority each year.

Since 1987—thefirst year of the credit program—the LIHTC has become the principa mechanism
for supporting the production of new and rehabilitated rental housing for low-income households.
However, information on the number of units actudly developed is difficult to assemble. Given the
decentralized nature of the program, there is no single federa source of information on tax credit
production. Mogt of the data about the early implementation of the program was compiled by the
Nationa Council of State Housing Agencies (NCSHA), an association of state housing finance
agencies, the entities responsible for alocating tax creditsin most states. More recent data, through
1994, is available from the database Abt Associates created for HUD and from the GAO report on
the program.®

1.2 Objectives of the Research

Despite the important role of the LIHTC in low-income housing production, informeation on the
characteristics of projects and their locationsis limited.” The goals of this research project are to:
(2) collect and clean data on tax credit projects placed in service after 1994; (2) describe the
characterigtics of these projects and their locd areas,; and (3) provide a clean, documented datafile
that can be used as ardiable sampling frame for future, more in-depth research.

During thefirst year of data collection for this project, data were collected on properties placed in
service from 1995 to 1998. Theresults of thisfirst wave of data collection are presented in this
report. In subsequent years, data will be collected on properties placed in service in 1999 and
2000 and will be presented in Similar reports.

The approach used for this research project is based on the method used by Abt AssociatesInc. in
developing the database of tax credit projects placed in service during 1987-1994. Our research

state tax credit allocation agency and the agency is unableto find a buyer (presumably a non-profit) willing
to maintain the project as low-income for the balance of the 30 year period. If no such buyer isfound,
tenants are protected with rental assistance for up to three years.

®  See“Development and Analysis of the National LIHTC Database” Abt Associates July 1996, and GAO “Tax
Credits: Opportunities to Improve Oversight of the Low-Income Housing Program”. GAO/GGD RCED-97-55,
March 1997.

J. Cummings and D. DiPasqual e have used a proprietary database on a group of propertiesin “Building
Affordable Rental Housing: The Low-Income Housing Tax Credit”, Boston MA: City Research 1997
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approach called for working closaly with each of the alocating agencies to maximize the data
provided with aminimum of burden to each agency.

1.3 Organization of this Report

This report contains five chapters:

Chapter One provides an overview of the LIHTC program and the objectives
of the research.

Chapter Two describes the data collection approach and summarizes the
results of data collection in terms of agency response and data qudity.

Chapter Three presents characteristics of tax credit properties placed in
service from 1995 through 1998.

Chapter Four presents information about the location of tax credit properties
placed in service from 1995 through 1998.

Chapter Five summarizes key findingsin a concluson.
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Chapter Two
Data Collection and Database Creation

2.1 Data Collection Approach

The data collection approach used for this research project is based on the method used by Abt
Associates Inc. in developing the database of tax credit projects placed in service during 1987-
1994. The research approach caled for working closely with each of the 58 dlocating agenciesto
maximize the data provided with a minimum of burden to each agency.

Data collection included severa steps:

contacting the agencies to arrange for data collection

mailing data requests and forms to the agencies

following up and coordinating for first data submission (1995-1998 data)
data entry and data cleaning

verifying clean data with states and updating any corrections received from
states

geocoding and merging in secondary data
Each of the stepsis described in detail below.

Contacting the agenciesto arrange for data collection. Thefirst step in the actua data
collection was to identify the gppropriate contact person in each of the alocating agencies. Asa
garting point, we compiled contact data from the previous study, aswell as updated lists of contacts
from the Nationd Council of State Housing Finance Agencies web site. Contact names were then
verified by telephone prior to our initia contact. Initid contact was through aletter from Abt
Associates, accompanied by aletter from the HUD Deputy Assstant Secretary for Economic
Affars Thismailing was followed up by ateephone cdl from a project saff member.

Mailing data requests and formsto the agencies. Once we spoke with the appropriate person
at each Ste, we mailed the data requests and blank forms to each agency. Where appropriate, we
mailed a spreadsheet shell or an MS Access table with data entry screens for an agency to enter
data, or aligting of the variables needed if an agency chose to download the data from their own
data systems.
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Following up and coordinating for first data submission. After mailing data requeststo
agencies, we conducted intensive follow-up with most sates to ensure that data were submitted in a
usable form and in atimely manner. Research assstants and andysts were responsible for the day-
to-day tracking and follow-up of data receipt.?

Data entry and data cleaning. Asdatawere received from each site they were entered into a
property-level database. Hard copy data were key-entered by the staff assigned to the state as
they were received. Computerized files were added to the database by the programmer, again
upon receipt.

The firg step in data cleaning began with the data entry. As part of the project database, there are
queries that perform range and consstency checks (for example, the number of low-income units
must be less than or equd to the total number of units). Any problemsidentified by the queries
were flagged and checked and staff followed up with the states with questions if necessary.
Cleaning included a manud review of the dates submissions to detect arange of possible problems
induding:

submission of data on dlocations rather than placementsin service
duplicate or multiple dlocation projects

building-level instead of project-level data

bad addresses

other inconsstencies or omissons.

Verifying cleaned data. Once each agency’s data were entered, additional queries were run on
the data to ensure consistency within and across records. The clean data were sent to each agency
for verification, dong with details on incons stencies found, and litings of our data deaning
assumptions. Any corrections received from states were used to update thefile.

Geocoding project addresses. Geocoding of project addresses was done by Abt Associates
gaff usng MapMarker version 6.1 Plus software. MapMarker (the geocoding component of the
Maplnfo family of mapping products) geocodes each address with the latitude and longitude
markers and an extended census tract designation that incorporates the state and county FIPS
code, census tract, block group, and block number for each address. For this project, we used
geocoding to determine each project’s census tract. Using census tract-level databases and data on
OMB-defined MSASs provided by HUD, we determined MSA and place codes.

8 Most agencies submitted their data by paper means rather than electronically.
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Merging in secondary data. Several types of locationa variables were used to describe each
property including Census tract characteristics and MSA characterigtics. As geocoding was
completed, the tracts and M SAs from which census data was needed were compiled, and census
data was extracted or downloaded.

2.2 Results of Data Collection

All 58 agencies that dlocate tax creditsin their states or local jurisdictions submitted data for this
sudy. Exhibit 2-1 ligsthe agencies.

The data collection effort required intengve follow-up with the alocating agencies to ensure a 100
percent response rate and complete and accurate data. A number of agencies took severa months
to send the data, generdly citing staffing condraints. In addition, some agenciesinitialy provided
only ligts of projects that were dlocated tax credits rather than projects that had actualy been
placed in sarvice. Findly, many agenciesinitidly sent incomplete deta that required follow-up.
However, as can be seen from Exhibit 2-2, the agencies ultimately provided very complete data.

Exhibit 2-2 shows the overall coverage of the database for projects placed in service between 1995
and 1998. Overdl, the data collection effort produced information on 4,833 and 300,891 units
placed in service between 1995 and 1998. The exhibit indicates the percentage of projects and
units missing the variable in each year. For comparison purposes, the exhibit dso showsthe
coverage for projects placed in service between 1992 and 1994. Overdl, the data collected in the
LIHTC database represent the best data that state agencies were able to supply as of 1999.
Nevertheless, there are a number of important cavesats to keep in mind regarding the database and
the analysis presented in the subsequent sections. In particular:

Because few states compiled data specificaly for our data request, source
documentsincluded avariety of different listings and printouts that often had to be
matched to complete the database. In using these ligts, we attempted to verify any
assumptions used with agency representatives, however, only about haf of the agencies
responded to these verification requests.

For the same reason, variable coverage is not complete—that is, we were
limited to the items states dready had compiled (although for different purposes). There
is some concern that characteristics such as “use of RHS Section 515" financing may be
understated if the notation indicating use of RHS Section 515 was not consstently
entered by Sate agency daff.
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Exhibit 2-1: Agencies — Tax Credit Allocating Agencies

Alabama Housing Finance Authority
Alaska Housing Finance Corporation
Arizona Department of Commerce
Arkansas Development Finance Authority
California Tax Credit Allocation Committee
City of Chicago Department of Housing
Colorado Housing and Finance Authority
Connecticut Housing Finance Authority
Delaware State Housing Authority

District of Columbia Department of Housing &
Community Development

District of Columbia Housing Finance Agency
Florida Housing Finance Corporation
Georgia Department of Community Affairs

Housing and Community Development Corporation
of Hawaii

Idaho Housing and Finance Association
Illinois Housing Development Authority
Indiana Housing Finance Authority

lowa Finance Authority

Kansas Department of Commerce & Housing
Kentucky Housing Corporation

Louisiana Housing Finance Agency

Maine State Housing Authority

Maryland Department of Housing & Community
Development

Massachusetts Department of Housing & Community
Development

Massachusetts Housing Finance Agency
Michigan State Housing Development Authority
Minnesota Housing Finance Agency
Mississippi Home Corporation

Missouri Housing Development Commission

Nebraska Investment Finance Authority

Nevada Department of Business & Industry, Housing
Division

New Hampshire Housing Finance Authority
New Jersey Housing & Mortgage Finance Agency
New Mexico Mortgage Finance Authority

New York State Division of Housing & Community
Renewal

New York State Housing Finance Agency

City of New York Department of Housing Preservation
& Development

North Carolina Housing Finance Agency
North Dakota Housing Finance Agency
Ohio Housing Finance Agency

Oklahoma Housing Finance Agency
Oregon Housing and Community Services
Pennsylvania Housing Finance Agency
Puerto Rico Housing Finance Corporation

Rhode Island Housing & Mortgage Finance
Corporation

South Carolina Housing Finance & Development
Authority

South Dakota Housing Development Authority
Tennessee Housing Development Agency

Texas Department of Housing & Community Affairs
Utah Housing Finance Agency

Vermont Housing Finance Agency

Virgin Islands Housing Finance Authority

Virginia Housing Development Authority
Washington State Housing Finance Commission
West Virginia Housing Development Fund

Wisconsin Housing & Economic Development
Authority

Wyoming Community Development Authority
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Montana Board of Housing

Exhibit 2-2
LIHTC Database: Data Availability by Variable
1992-1998
Variable 1992-1994 1995-1998
Percent of Percent of Percent of Percent of
Projects with Units with Projects with Units with
Missing Data Missing Data Missing Data Missing Data

Project Address® 1.1% 1.4% 0.5% 0.2%
Owner Contact Data’ 18.8% 19.0% 9.4% 7.1%
Total Units 0.2% 0.2% 0.0% 0.0%
Low Income Units 1.6% 3.1% 0.2% 0.2%
Number of Bedrooms 53.1% 58.5% 17.0% 17.2%
Allocation Year 12.9% 15.1% 0.1% 0.1%
Construction Type 26.7% 28.8% 1.9% 2.0%
(new/rehab)

Credit Type 47.8% 48.5% 4.2% 4.2%
Nonprofit Sponsorship 26.9% 23.7% 10.2% 10.4%
Increase in Basis 49.7% 46.9% 22.1% 17.1%
Use of Tax-Exempt Bonds 23.2% 23.7% 7.8% 7.2%
Use of RHS Section 515 25.6% 27.2% 8.6% 10.1%

? Indicates only that some location was provided. Address may not be a complete street address.
® Indicates presence of a mailing address.

A number of agencies provided incomplete data for properties placed in service
in 1998. They reported that at the time of data collection, they did not yet have afind
count of projects placed in servicein 1998.

Findly, missng datawas fairly common in afew variadles, for example
bedroom size digtribution (17 percent) and increase in basis (22 percent for projects
and 17 percent for units). Although missing variables are concentrated in particular
states, we have no reason to suspect that these variables do not provide good
representative satistics for LIHTC projects nationdly.
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These reaults represent a subgtantia improvement in the coverage relative to the earlier data
collection efforts. For example, over haf of al projects had missng bedroom size information in
1992 through 1994, and nearly haf had missing information on increasein basis. As noted above,
fewer than one quarter had missing data on these characteristics in the recent data collection effort.
Collection of data on credit percentage improved, going from nearly haf of projects and units with
missing datain 1992 through 1994, to only about 4 percent with missing data in 1995 through
1998. Similarly, only 2 percent of projects and units had missing data on congtruction type
compared with over 25 percent in 1992 through 1994.

In summary, the HUD LIHTC database offers substantialy complete coverage of LIHTC projects
placed in service between 1995 and 1998 and reasonable coverage of projects placed in servicein
ealier years.

Updating the Low Income Housing Tax Credit (LIHTC) Database Final Report 9



Chapter Three
Characteristics of Tax Credit Projects

This chapter presents information on the characterigtics of Low Income Housing Tax Credit
(LIHTC) projects based on information obtained from the sate dlocating agencies. Information is
presented for 4,833 projects and 300,891 units placed in service between 1995 and 1998. Data
for thistime period were obtained for dl tax credit dlocating agencies. However, a number of
agencies provided incomplete data for properties placed in servicein 1998.°

3.1 Basic Property Characteristics

Exhibit 3-1 presents information on the basic characteristics of LIHTC properties by placed-in-
sarvice year. Placed-in-service projects are those that have received a certificate of occupancy and
for which the state has submitted an IRS Form 8609 indicating that the property owner isdigibleto
claim low-income housing tax credits™®

On average, approximately 1,300 projects and 80,000 units were placed into service during each of
the study years. The lower number of projects and units placed in service in 1998 shown in Exhibit
3-lisaresult of partid datafor that year, as noted above. The average LIHTC project placed in
service during this period contained 62 units, with average sze increasing over the four andyss
years. More than one-third (36 percent) of LIHTC projects are larger than 50 units. By
comparison, only 2 percent of al apartment properties nationally have 50 or more units.™

Of the units produced, the vast mgjority were qualifying units—that is, units reserved for low-
income use, with restricted rents, and for which low-income tax credits can be clamed. Overdl, the
ratio of qualifying unitsto total unitswas 0.96 for properties placed in service from 1995 through
1998. The digribution of qualifying ratios shows that the vast mgority of projects are composed
amog entirdy of low-income units. Only avery smal proportion of the properties have lower

Some agencies reported that at the time data were collected they did not yet have afinal count of projects
placed in servicein 1998.

' IRSreporting is on abuilding-by-building basis. However, in this study, we use the LIHTC project as a unit

of analysis. A project would include multi-building properties and multi-phased projects that were part of a
single financing package.

' National Multi Housing Council, tabulation of unpublished data from the U.S. Census Bureau’ s 1995-1996
Property Owners and Managers Survey. Datado not include public housing projects.
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qudifying ratios, reflecting the minimum eections st by the program (i.e., aminimum of 40 percent
of the units at 60 percent of median income or 20 percent of the units at 50 percent of median).

Exhibit 3-1 also presents information on the size of the LIHTC units based on the number of
bedrooms. As shown, the average unit had 2.0 bedrooms. Fully 24 percent of LIHTC unitsin the
study period had three or more bedrooms, compared to only 11 percent of al apartment units
nationally, and 16 percent of &l apartments built from 1990 to 1997.* Over the four-year period,
the digtribution of units by bedroom count edged toward larger units with the percentage of one-
bedroom units dropping from 31 percent to 25 percent, and the percentage of three-bedroom units
increasing from 19 percent to 25 percent.

Exhibit 3-2 presents additiona information on the characteristics of the LIHTC projects and units,
beginning with the type of congtruction used: new, rehabilitation, or a combination of new and
rehabilitation (for multi-building projects). Asshown, LIHTC placed in service from 1995 through
1998 were predominately new construction, accounting for 65 percent of the projects and 63
percent of the units. Rehabilitation of an exigting structure was used in 34 percent of the projects
and 36 percent of the units, while a combination of new construction and rehabilitation was used in
only asmal fraction of LIHTC projects and units.™®

The tax credit program requires that 10 percent of each state' s LIHTC dollar dlocation be set asde
for projects with nonprofit sponsors. As shown in Exhibit 3-2, overdl 28 percent of LIHTC
projects placed in service from 1995 to 1998 had a nonprofit sponsor. The proportion of
nonprofit-sponsored properties increased yearly during the period, from 19 percent of projects and
22 percent of unitsin 1995, to 35 percent of projects and 26 percent of unitsin 1998.

2 U.S. Bureau of Census, 1997 American Housing Survey. Datarefer to vacant and occupied rental

apartments in buildings with two or more units.

3 The combination of new construction and rehabilitation is possible in multi-building properties, where one

building was rehabilitated and one building was newly constructed.
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Characteristics of LIHTC Projects

Exhibit 3-1

1995-1998
Year Placed in Service 1995 1996 1997 1998 All
Projects
1995-1998
Number of Projects 1,370 1,299 1,270 894 4,833
Number of Units 78,940 81,416 79,548 60,987 300,891
Average Project Size (Units) 57.6 62.7 62.6 68.2 62.2
Distribution by Project Size
0-10 Units 14% 14% 8% 6% 11%
11-20 Units 12% 12% 13% 10% 12%
21-50 Units 42% 37% 43% 42% 41%
51-99 Units 17% 18% 18% 22% 18%
100+ Units 16% 20% 18% 20% 18%
Average Qualifying Ratio 97.3% 96.8% 96.1% 95.8% 96.6%
Distribution by Qualifying Ratio
0-20%
21-40% 0% 0% 0% 0% 0%
41-60% 1% 1% 1% 2% 2%
61-80% 2% 2% 2% 2% 2%
81-90% 2% 3% 5% 5% 5%
91-95% 2% 2% 2% 2% 2%
96-100% 2% 2% 2% 1% 1%
91% 91% 87% 87% 88%
Average Number of Bedrooms 1.9 2.0 1.9 2.0 2.0
Distribution of Units by Size
0 Bedrooms
1 Bedroom 4% 4% 4% 2% 4%
2 Bedrooms 31% 29% 29% 25% 29%
3 Bedrooms 44% 44% 42% 45% 44%
4+ Bedrooms 19% 20% 21% 25% 21%
3% 3% 3% 4% 3%

Notes: The analysis dataset includes 4,833 projects and 300,893 units placed in service between 1995 and 1998. The
database contains missing data for qualifying ratio (1.0%) and bedroom count (17.0%). Data are partial for properties
placed in service in 1998. Totals may not sum to 100 percent because of rounding.
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Exhibit 3-2
Additional Characteristics of LIHTC Projects

1995-1998
Year Placed 1995 1996 1997 1998 All Projects
in Service 1995-1998
Projects | Unit | Projects | Unit | Projects | Unit | Projects | Unit | Projects | Unit
S S s S S
Construction Type
New 66% 62% 62% 59% 64% 62% 67% 69% 65% 63%
Rehab 33% 36% 36% 39% 34% 36% 32% 30% 34% 36%
Both 1% 1% 1% 2% 3% 2% 1% 1% 2% 1%
Nonprofit Sponsor 19% 22% 25% 24% 35% 30% 35% 26% 28% 25%
RHS Section 515 23% 12% 16% 8% 13% 7% 13% 6% 17% 8%
Tax-Exempt 4% 10% 6% 16% 7% 20% 14% 30% 7% 18%
Bond Financing
Credit Type
30 Percent 26% 19% 20% 21% 19% 26% 24% 35% 22% 25%
70 Percent 63% 67% 69% 66% 71% 64% 66% 56% 67% 63%
Both 11% 14% 11% 13% 9% 11% 10% 10% 10% 12%

Notes: The analysis dataset includes 4,833 projects and 300,893 units placed in service between 1995 and 1998. The
database contains missing data for construction type (1.9%), nonprofit sponsor (10.2%), RHS Section 515 (8.6%), bond
financing (7.8%), and credit type (4.2%). Data are partial for properties placed in service in 1998. Totals may not sum to
100 percent because of rounding.

Exhibit 3-2 aso presents information about two common sources of additiona subsidy: use of tax-
exempt bonds (which are issued by the same agency that alocates the credit), and Rura Housing
Service (RHS)™ Section 515 loans (which imply adifferent regulatory regime and different
compliance monitoring rules). Overdl, RHS Section 515 loans were used in about 17 percent of
the projects and 8 percent of the units placed in service during the study period, with the proportion
of RHS projects dropping steadily throughout the period. The drop in RHS projectsisrelated to
the dramatic decrease in funding for the Section 515 program over the study period, from $540
million in 1994 to $220 million in 1995 and 1996, to $153 million in 1997." At the sametime, the
proportion of tax-exempt bond-financed projects increased each year, with 7 percent of projects
and 18 percent of units receiving bond financing over the four-year period. Theincreasein LIHTC
projects with tax-exempt bond financing is related to the high level of competition among projects
for tax credits. Developers often must secure tax-exempt bond financing to make their gpplications

" The Rural Housing Service was formerly called the Farmers Home Administration.

15

RHS Section 515 funding information provided by the Housing Assistance Council on March 9, 2000.
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more competitive in the eyes of the dlocating agency. In addition, bond-financed properties are
eligible for credits outside the per-capita state units.

The final characterigtic presented in Exhibit 3-2 is the credit type that was used by LIHTC projects.
The 30 percent present vaue credit is used for acquisition and when other federd financing is used
for the rehab or new congtruction, while the 70 percent present vaue credit is available to non-
federaly financed rehab or condtruction. Roughly two-thirds of the LIHTC projects placed in
service during the study period have a 70 percent credit, 22 percent have a 30 percent credit, and
10 percent have both.

Exhibit 3-3 presents more detail on the type of credit, providing a breakdown of credit percentage
based on congtruction type and financing. Projects with 70 percent credits are more likely to be
new congruction than those with 30 percent credits (77 percent compared with 60 percent) and
less likely to be rehabilitation projects (21 percent compared with 39 percent). Projectsthat are
mixed new congtruction and rehab generaly have both 30 percent and 70 percent credits.

Exhibit 3-3 adso shows the breakdown of two mgjor federa subsidies by credit type. As shown, 59
percent of projects with 30 percent credits have RHS Section 515, and 20 percent have tax-
exempt bond financing. A smdl percentage of projects with 70 percent credits have RHS or tax-
exempt bond financing. In generd, tax credit projects that receive other sources of federaly
subsidized funding are not digible for the 70 percent credit. However, there are two circumstances
under which a project can receive other sources of federal funds and till claim a 70 percent tax
credit: (1) if the developer excludes the bond proceeds from the digible basis, or (2) if the
developer pays off the debt associated with the bond financing before the property is placed in
service'®

% Information provided by the National Council of State Housing Agencies (NCSHA)
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Exhibit 3-3
Characteristics of LIHTC Projects by Credit Type

1995-1998
Projects Units
30% 70% Both 30% 70% Both
Construction Type
New 60% 7% 9% 55% 7% 11%
Rehab 39% 21% 84% 45% 22% 83%
Both 0% 1% 7% 0% 1% 6%
RHS Section 515 59% 2% 12% 20% 1% 8%
Tax-Exempt 20% 1% 3% 38% 2% 5%
Bond Financing

Notes: The analysis dataset includes 4,833 projects and 300,893 units placed in service between 1995 and 1998. The
database contains missing data for construction type (1.9%), RHS Section 515 (8.6%), bond financing (7.8%), and credit
type (4.2%). When data are presented in a cross tabulation of two variables, the percentage of missing data may increase.
Data are partial for properties placed in service in 1998. Totals may not sum to 100 percent because of rounding.

We aso examined key project characteristics for severa gpecific groups of properties, including
nonprofit-gponsored, RHS Section 515, and tax-exempt bond-financed projects. Asshownin
Exhibit 3-4, bond-financed projects are the largest of these three groups, with an average project
gze of 159 units, and with 59 percent of bond-financed properties having over 100 units. By
contrast, RHS projects are particularly smdl, with an average size of just over 30 units. Nonprofit
projects, with an average Sze of 56 units, are just dightly smaller than the average sze of 62 units
for the universe of properties placed into service from 1995 through 1998.

In terms of congiruction type, the three groups show similar splits between new construction and
rehab. While the average qudifying ratios among nonprofit and RHS properties were smilar to the
average of al units, bond-financed properties had a much lower average qudifying ratio of only 78
percent."

" Projectswith RHS Section 515 are required to be 100 percent tax credit properties. It appearsthat the
average qualifying ratio is 99 percent rather than 100 percent primarily because of the presence of manager
and other |egitimate non-residential units.
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Exhibit 3-4
Characteristics of Specific LIHTC Property Types

1995-1998
Nonprofit Sponsor Tax-Exempt RHS
(N =1,214) Bond Financing Section 515
(N =322) (N =744)
Average Project Size (units) 56.4 159.2 30.7
Distribution by Project Size
0-10 units 9% 1% 3%
11-20 units 16% 2% 19%
21-50 units 42% 13% 71%
51-99 units 19% 25% 6%
100+ units 14% 59% 1%
Construction Type
New 54% 59% 60%
Rehab 42% 41% 40%
Both 4% 0% 0%
Average Qualifying Ratio 96.8% 77.9% 99.0%

Notes: The analysis dataset includes 4,833 projects and 300,893 units placed in service between 1995 and 1998. The
database contains missing data for construction type (1.9%), qualifying ratio (1.0%), nonprofit sponsor (10.2%), RHS
Section 515 (8.6%), and bond financing (7.8%). Data are partial for properties placed in service in 1998. Totals may not
sum to 100 percent because of rounding.

Finaly, we examined the length of time it took for an alocated project to be placed in service.
Exhibit 3-5 shows, for each placed in service year, the percentage of projects from different
alocation years. During data collection, we requested the earliest dlocation year and the latest
placed-in-service year when a project had multiple allocation or place-in-service years. For each of
the placed-in-service years, over 80 percent of the projects had alocation dates either one or two
years before the place-in-service year, with the bulk of the remainder alocated in the same year.
Only avery smdl fraction of projects were dlocated credits more than two years before the placed-
in-service date.

3.2 Changes in Characteristics Over Time

The LIHTC database is useful for examining trends in housing production under the tax credit
program because we can compare it to data from HUD’ s earlier study of tax credit properties
placed in service from 1992 through 1994. In this section, we present trends in changing
characterigics over time.

16 Updating the Low Income Housing Tax Credit (LIHTC) Database Final Report



Exhibit 3-5
Percentage of Projects Placed in Service from Different Allocation Years
1995-1998

Allocation Year

Year Placed in Service

1995 1996 1997 1998 1995-1998
1992 or earlier 0.4% 0.1% 0.2% 0.0% 0.2%
1993 35.1% 0.8% 0.2% 0.2% 10.4%
1994 49.3% 44.1% 1.9% 0.0% 26.5%
1995 15.2% 42.2% 43.2% 4.0% 27.7%
1996 0.0% 12.9% 40.7% 44.3% 22.2%
1997 0.0% 0.0% 13.8% 36.8% 10.3%
1998 0.0% 0.0% 0.0% 14.7% 2.7%
Total 100.0% 100.0% 100.0% 100.0% 100.0%

Notes: The analysis dataset includes 4,833 projects and 300,893 units placed in service between 1995 and 1998. Data are

partial for properties placed in service in 1998. Totals may not sum to 100 percent because of rounding.

Exhibit 3-6 presents key characteristics for LIHTC projects placed in service during the period
1992-1994 and for 1995, 1996, 1997, and 1998. As shown, the number of projects placed in
service annudly was consistent over the years, with an average of approximately 1,300 projects per
year. However, the number of units placed in service rose from the earlier study period to later
years, reflecting a larger average project size™® Thelarger project sizein the current study period is
associated with ahigher percentage of tax-exempt bond financed projects compared with the earlier
study period. On average, tax-exempt bond financed projects are more than twice as large (159
units) compared to the universe of projects (62 units) placed in service from 1995 to 1998,

8 Asnoted previously, the drop in the number of projects and units placed in service in 1998 reflects partial

data provided by some allocating agencies for that year.
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Exhibit 3-6
Characteristics of LIHTC Properties Over Time:
1992-1994 Compared to Subsequent Years

Year Placed in Service 1992-1994 1995 1996 1997 1998
Annual Number of Projects 1,329° 1,370 1,299 1,270 894
Annual Number of Units 56,015° 78,940 81,416 79,548 60,987
Average Project Size (units) 42 58 63 63 68
Distribution by Project Size

0-10 units 22% 14% 14% 8% 6%
11-50 units 56% 54% 48% 56% 53%
50-99 units 13% 17% 18% 18% 22%
100+ units 10% 16% 20% 18% 20%
Distribution of Units by Size
0 Bedrooms 6% 4% 4% 4% 2%
1 Bedroom 40% 31% 29% 29% 25%
2 Bedrooms 39% 44% 44% 42% 45%
3 Bedrooms 15% 19% 20% 21% 25%
4+ Bedrooms 1% 3% 3% 3% 4%
Average Qualifying Ratio 98% 97% 96% 96% 95%
Distribution of Projects by
Construction Type
New 66% 66% 62% 64% 67%
Rehab 33% 33% 36% 34% 32%
Both 1% 1% 1% 3% 1%
Nonprofit Sponsor 20% 19% 25% 35% 35%
RHS Section 515 35% 23% 16% 13% 13%
Tax-Exempt Bond Financing 3% 4% 6% 7% 14%

#Average for 1992, 1993, and 1994.

Notes: Data for 1992-1994 are from Development and Analysis of the National Low-Income Housing Tax Credit Database,
prepared by Abt Associates for the Office of Policy Development and Research, U.S. Department of Housing and Urban
Development, July 1996. The 1995-1998 dataset includes 4,833 projects and 300,893 units placed in service between 1995
and 1998. The database contains missing data for bedroom count (17.0%), qualifying ratio (1.0%), construction type
(1.9%), nonprofit sponsor (10.2%), RHS Section 515 (8.6%), and bond financing (7.8%). Data are partial for properties
placed in service in 1998. Totals may not sum to 100 percent because of rounding.

The average project size increased steedily, from 42 unitsin the earlier study period to 68 unitsin
1998. Similarly, the proportion of projects with 10 or fewer units dropped from 22 percent in
1992-1994 to only 6 percent in 1998. At the same time, the percentage of properties with 50 or
more units nearly doubled, from 23 percent to 44 percent.
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Not only did the projects get larger, but so did the units. As shown in Exhibit 3-6, the proportion of
studios and one-bedroom apartments decreased significantly, while the share of three-bedroom and
four-bedroom unitsrose. Studios and one-bedroom apartments dropped from nearly haf the units
(46 percent) in 1992-1994 to just over aquarter (27 percent) in 1998. Similarly, the share of
three-and four-bedroom apartments jumped from only 16 percent in the early study period to 29
percent in the most recent study year.

We a0 see an increase in nonprofit sponsorship and tax-exempt bond financing, and a decrease in
the use of the RHS Section 515 program. The share of properties with nonprofit sponsors
increased subgtantidly, from 20 percent in 1992-1994 to 33 percent in 1998. At the sametime, the
proportion of propertieswith RHS funding dropped dramaticaly, from 35 percent to only 12
percent, and the percentage of projects financed with bonds rose from 3 percent to 13 percent. As
noted earlier, the drop in RHS projects reflects lower funding levels for this development type over
the study years and the increase in bond-financed projects appears to reflect overall increased
demand for the LIHTC.
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Chapter Four
Location of Tax Credit Projects

This chapter presents information on the locations of Low Income Housing Tax Credit (LIHTC)
projects placed in service from 1995 through 1998. Specificaly, it addresses regiond patterns of
development, the extent to which properties are located in centrd cities versus other types of
locations, and the types of neighborhoodsin which LIHTC projects are devel oped.

In order to analyze information related to property location, projectsin the LIHTC database were
geocoded—that is, linked with their Census tract—based on the address information provided by
the dlocating agencies. Geocoding was performed for the entire LIHTC database using
MapMarker geocoding software (verson 6.1 Plus) from the Mapinfo Corporation. Overdl,
addresses provided by the alocating agencies were successfully matched with a Census tract for 91
percent of the projectsin the database.™ Regionaly, the success rates for geocoding were 95
percent in the Midwest, 92 percent in the Northeast, 89 percent in the West, and 89 percent in the
South. %

For most of the anadlyses presented in this chapter, including location type (central city, suburb, or
non-metro area) and characteristics of censustracts in which LIHTC properties are located,
analyses are based on the dataset of geocoded projects placed in service from 1995 through 1998.
However, for analysis of regiond patterns of development, Census tract information is not needed,
s0 analyses are based on al projects (not solely geocoded projects).

4.1 Regional Patterns of Development

In this section, we examine the regiond digtribution of LIHTC properties and the characteristics of
projects by Censusregion. Exhibit 4-1 presents the regiond distribution of LIHTC projects and

¥ To obtain an accurate match using this software, property addresses needed to have complete and accurate

house numbers, street names, and zip codes. Properties with complete and accurate addresses were
geocoded during an initial, automatic pass. Properties not geocoded during the automatic pass were run
through the system again in interactive mode. During the interactive pass, we attempted to correct property
addresses by correcting spelling errors and by using a variety of online databases to obtain corrected zip
codes and property address information. Properties for which we could not determine a complete and
accurate address were |eft ungeocoded.

% Projectsin Puerto Rico and the U.S. Virgin Islands were excluded from the analysis of location

characteristics.
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units, with a comparison of the distribution of al LIHTC projectsto that of the geocoded subset.
As shown, the South accounts for the largest share of dl LIHTC projects (38 percent), followed by
the Midwest (29 percent), Northeast (18 percent), and West (14 percent). Looking at units, as
opposed to projects, the South accounts for an even larger share (45 percent), with 25 percent in
the Midwest and 15 percent each in the Northeast and the West. To provide context, the findings
on LIHTC projects and units were compared to apartmentsin generd. Overal, the South and
Northeast each account for 28 percent of al apartments in the United States, followed by the West
(24 percent) and Midwest (21 percent).”* The South aso leads the nation in new apartment
congtruction, with 48 percent of newly congtructed multifamily buildings, compared with 25 percent
in the West, 19 percent in the Midwest and 8 percent in the Northeast.?

Because of the regiona differences in geocoding rates, it was important to determine the extent of
any regiond biasesin the geocoded subset. As shown in Exhibit 4-1, the distribution of geocoded
properties closely matches the digtribution of al LIHTC properties in the database. Given this close
match, as well asthe high rate of geocoding overadl, we are confident that the geocoded data
provide areasonable basis for the analyses presented in this report.

Exhibit 4-1
Regional Distribution of LIHTC Projects and Units
1995-1998
Region All LIHTC Projects Geocoded Projects
Projects Units Projects Units
Northeast 18% 15% 19% 15%
Midwest 29% 25% 31% 25%
South 38% 45% 37% 45%
West 14% 15% 14% 15%

Notes: The dataset used in this analysis includes 4,803 projects and 299,603 units placed in service between 1995 and
1998. Of these, 4,377 projects and 285,433 units were geocoded. Projects and units in Puerto Rico and the Virgin Islands
were excluded. Data are partial for properties placed in service in 1998. Totals may not sum to 100 percent because of
rounding.

Exhibit 4-2 presents the regiona distribution of tax credit properties and units across the four years
from 1995 to 1998. As shown, the share of production in the Midwest dropped steadily over the
study period, from 34 percent of projects to 20 percent, while the share in the West more than

2 National Multi Housing Council estimates for 1997 based on U.S. Census Bureau data. Apartments are
defined as being in buildings with two or more units.

% U.S. Bureau of Census data on building permitsissued in 1998 for construction of apartments.
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doubled, from 8 percent to 17 percent. The share of propertiesin the South and West fluctuated
over the sudy period with no clear pattern. Theregiond trends are smilar when looking a unit
digtributions.

Exhibit 4-3 presents information on project characterigtics by region. As shown, average project
size ranges from 51 unitsin the Northeast to 73 unitsin the South, with an overd| average of 62
units per project. Acrossal regions, the average ratio of qualifying tax credit unitsto total units was
96 percent, ranging from 92 percent in the Northeast to 98 percent in the South.

Unit size was fairly consstent across the four regions. Overdl, LIHTC units had an average of 2.0
bedrooms, ranging from 1.8 bedrooms per unit in the Northeast to 2.1 bedroomsin the Midwest.
Driving the smdler average unit Sze in the Northeast are ardatively large percentage of one-
bedroom units and relatively small percentages of three- and four-bedroom units.

Exhibit 4-2
Regional Distribution of LIHTC Projects and Units by Year Placed in Service
1995-1998
Year Placed in 1995 1996 1997 1998 All Projects
Service 1995-1998
Projects N=1,356 N=1,295 N=1,264 N=888 N=4,803
Northeast 18% 15% 22% 19% 18%
Midwest 34% 33% 26% 20% 29%
South 39% 37% 34% 44% 38%
West 8% 14% 18% 17% 14%
Units N=78,403 N=81,279 N=79,233 N=60,688 N=299,603
Northeast 16% 12% 18% 15% 15%
Midwest 32% 29% 22% 15% 25%
South 44% 42% 41% 55% 45%
West 9% 17% 20% 15% 15%

Notes: The dataset used in this analysis includes 4,803 projects and 299,603 units placed in service between 1995 and 1998.
Projects and units in Puerto Rico and the Virgin Islands were excluded. Data are partial for properties placed in service in 1998.
Totals may not sum to 100 percent because of rounding.

Congtruction type differed dramatically by region. Inthe Midwest, South, and West, new
congtruction predominated, ranging from 69 percent of LIHTC projects in the South to 81 percent
inthe West. By contrast, only 31 percent of projectsin the Northeast were newly constructed,
reflecting the low rate of population growth and the relative lack of unde