U.S. Department of Housing and Urban Development
I-D& Office of Policy Development and Research hud

Assessment of the
Economic and Social
Characteristics of LIHTC
Residents and Neighborhoods

Final Report




Visit PD&R’s Web Site
www.huduser.org

to find this report and others sponsored by

HUD's Office of Policy Development and Research (PD&R).

Other services of HUD USER, PD&R’s Research Information Service, include listservs;

special interest, bimonthly publications (best practices, significant studies from other sources);
access to public use databases; hotline 1-800-245-2691 for help accessing the information you need.



Assessment of the
Economic and Social
Characteristics of LIHTC
Residentsand Neighborhoods

Final Report

Prepared for:
U.S. Department of Housing and Urban
Development
Office of Policy Development and Research

Prepared by:
Larry Buron
Sandra Nolden
Kathleen Heintzi

Julie Stewart

Abt Associates, Inc.
Cambridge, MA

August 2000



Foreword

Created as part of the Tax Reform Act of 1986, the Low Income Housing Tax Credit
(LIHTC) program is currently the largest affordable rental housing construction program
in the United States. It is estimated that the program has produced nearly one million
affordable units since its inception.

Although there have been some major studies of the LIHTC program, few focus on
residents and neighborhoods. This study, by Abt Associates Inc., presents an assessment
of the economic and social characteristics of residents and neighborhoods in 39 LIHTC
developments located in five metropolitan areas - - Boston, Kansas City, Miami,
Milwaukee, and Oakland - - that were put into service between 1992 and 1994.

The 39 properties included in this study suggest that the program serves households with
low incomes. Ninety-four percent of the units studied were reserved for tenants with
incomes below 60 percent of their area’s median family income. LIHTC may be used to
subsidize developments that have as few as 20 percent of their units reserved for lower
income families, but 37 of the 39 the developments studied here served a predominantly
low income population.

Although the LIHTC properties served a low income population, there was a mix of
incomes in the developments. For example, in more than half the developments at least
20 percent of the families were in poverty and at least another 20 percent of the families
had incomes at least 1.3 times the poverty level. And although the LIHTC developments
served families with low incomes, on average these families had higher incomes than
residents of public housing or recipients of Section 8 who lived in the same metropolitan
areas. The LIHTC families also were more likely to be working and less likely to be on
welfare than families in public housing or receiving Section 8. There is some overlap
between LIHTC and Section 8, as 37 percent of the LIHTC residents in this study also
received Section 8 assistance.

This study also examines the rent burden experienced by residents of the developments,
the characteristics of the residents relative to their neighborhoods, and the impact of the
developments on the neighborhoods in which they are located. This report is a useful
first look at how this important housing development program benefits the people it is

intended to serve.
Q%%\

Susan M. Wachter
Assistant Secretary for Policy
Development and Research
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Executive Summary

Created by the Tax Reform Act of 1986, the Low-Income Housing Tax Credit (LIHTC)
program is the primary affordable housing production program in the U.S. This study
explores the social and economic characteristics of LIHTC residents and the neighborhoods
in which these properties are located. It is intended to provide both new information on who
is served by the tax credit program and to explore tenant and project characteristics in relation
to the neighborhoods where the properties are developed.

The findings of this report are based on a sample of LIHTC properties placed in service
between 1992 and 1994 in five MSAs: Boston, Kansas City, Miami, Milwaukee, and
Oakland. In total, 39 properties are included in the study with between six and nine
properties in each MSA. Properties with fewer than 10 units, FmHA Section 515 projects,
and projects serving special needs populations were not included in the study. The properties
were selected to include a relatively even share of both for-profit and nonprofit-sponsored
properties in each MSA (however, the results were weighted to reflect all eligible properties
in the five study MSAs). Data collection included field visits and interviews with site
managers and owners of each property and a telephone survey of 832 residents in the study
properties.

Profile of Study Properties

The 39 properties included in the study reflected some distinct LIHTC development patterns
by MSA, in part driven by the priorities set by states in their Qualified Application Plan
(QAP). For example, in the Boston MSA, most properties in the study were previously
troubled properties, several with project-based Section 8 and state financed mortgages. The
State’s QAP targeted such properties. In the Oakland MSA, an overwhelming majority of the
projects placed in service between 1992 and 1994 were developed by nonprofit sponsors,
reflecting the strong presence of nonprofits in the Bay area. The basic characteristics of the
properties in our study are as follows.

e The vast majority (94 percent) of units in LIHTC properties are reserved for
qualifying tenants. Two for-profit properties in Oakland elected the minimum
20 percent qualifying units; the rest of the study properties have over 80
percent qualifying units with a majority having 100 percent.

e Section 8 assistance plays a substantial role in the LIHTC properties. Three-

quarters of the properties had at least one resident with Section § assistance,
including eight properties that had project-based Section 8 units. Of the eight




properties with project-based Section 8 units, five were located in the Boston
MSA.

LIHTC properties are relatively small. Even though properties with fewer than
10 units were excluded from the study, most of the study properties have fewer
than 100 units and are less than three-stories tall. Only two study properties are
high-rises (both serve non-elderly families). The for-profit properties tend to
be larger than the nonprofit properties with about half having more than 100
units compared to less than 20 percent of the nonprofit properties.

Most of the properties served non-elderly families or singles. Of the six elderly
properties, five were developed by for-profit sponsors.

Most tax credit properties use experienced, professional management
companies. The typical property management entity in our study properties is
a for-profit management company with around 2,000 units in its portfolio.
Although most management companies have a mix of market-rate and
subsidized units, about half of the companies could be considered to have a
tax-credit specialty (at least one-third of their portfolio).

Vacancy rates were low at almost every property, but several properties had
high turnover rates. The average vacancy rate was only 4 percent, but the
average annual turnover rate was 24 percent per year. However, the median
turnover rate was 15 percent. (The average turnover rate is driven by seven
properties—primarily serving either young, mobile populations or seasonal
farm workers—with reported turnover rates over 50 percent.)

Who lives in LIHTC properties?

As noted earlier, all but two of the study properties have set aside over 80 percent of their
units for qualifying tenants. One possible incentive is for LIHTC properties to serve the
highest-income households qualifying for tax credit units in order to maximize the amount of
rent that can be collected from their tenants. However, this is not the case in our sample

properties.

LIHTC properties serve primarily extremely- and very-low-income households.
Approximately 40 percent of the households have income below 30 percent of
the area median and 34 percent have income between 31 and 50 percent of the
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median. There are a number of factors that contribute to the tendency of
LIHTC properties to serve such low-income families. These include the use of
Section 8 subsidies, restrictions from non-LIHTC sources of funding (e.g.,
HOME)), priorities in state Qualified Allocation Plans (QAPs), the difficulty in
attracting higher-income tenants to some locations, and the mission of some
developers to serve very low-income families.

e Over one-third (37 percent) of tax-credit households received Section 8
assistance. LIHTC households were much more likely to have project-based
Section § assistance (31 percent) than tenant-based assistance (6 percent).

o LIHTC households receiving Section § assistance were much poorer than non-
Section 8 households in LIHTC properties. Over two-thirds of the Section 8
households have extremely low incomes (less than 30 percent of the area
median) whereas only 23 percent of the other residents have income that low.

In addition to being very or extremely low-income, LIHTC residents tend to be working
families who are members of a racial or ethnic minority.

e Nearly 70 percent of LIHTC households reported an adult working for pay at
the time of the survey. Only 10 percent reported receiving income from public
assistance in the past year, a finding confirmed by site managers and owners
who reported that so few residents received welfare that TANF time limits
would not affect the financial viability of their properties. Compared to other
LIHTC residents, the Section 8 residents were less likely to be working and
more likely to receive welfare or disability assistance.

e Just over 80 percent of the residents are minorities, primarily African-
American (56 percent) and Hispanic (20 percent). Within LIHTC properties,
Section 8 residents are much more likely to be minorities (95 percent) than
other residents (71 percent).

e Residents of for-profit-sponsored properties are less likely to be members of a
minority or to have a working adult in the household and more likely to be
elderly than those in nonprofit-sponsored properties.

Most residents of LIHTC properties have incomes low enough to qualify for public housing
or Section 8 assistance. However, compared to public housing residents and Section &
recipients, LIHTC residents in all five MSAs have higher incomes, are more likely to have
earned income, and are less likely to be on welfare.
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The extent to which LIHTC residents have higher incomes than public housing
residents and Section 8 recipients varies considerably by MSA. The income
differences range from $3,400 in Boston to $15,000 in Oakland. The small
difference in Boston is likely due to the predominance of project-based Section
assistance among the study properties and the large difference in Oakland is
due, in part, to the presence of two properties with substantial proportions of
non-qualifying units.

Rent Levels and Rent Burdens in LIHTC Properties

Rents in LIHTC units (including utilities) are limited to 30 percent of the tax-credit
maximum income (usually 60 percent of the area median). While this is intended to promote
affordability, families with incomes below the 60 percent benchmark could pay a large share
of their income for rent if it is set at the maximum allowed. However, the research shows

many properties set rents well below the maximum.

Rents in approximately 40 percent of the units in LIHTC properties were
substantially below (less than 80 percent of) the maximum set by the program.
On the other hand, 35 percent of the units had rents above the tax credit
maximum, which is due to the presence of market-rate and Section 8 units.
Note that gross rents in Section 8 units can be above the tax credit maximum
since tax credit rules require only that the tenant-paid portion of rent fall under
the tax credit maximum.

A small share of units in LIHTC properties (9 percent) have rent restrictions
beyond those required by the LIHTC program because they also received non-
LIHTC subsidies such as HOME funding. Only 6 percent of the units had
totally unrestricted rents (market-rate units) and the remaining 85 percent had
just the LIHTC rent restrictions.

Most of the LIHTC units (78 percent) had gross rents below the local FMR
level. Since FMRs are set at the fortieth percentile of area rents, this indicates
that most LIHTC properties are at least in the modest range.

Rents in the nonprofit properties are substantially lower than in the for-profit
properties. For example, 45 percent of nonprofit units have rents below 70
percent of the FMR whereas only 9 percent of for-profit units are this low. The
higher rents in for-profit properties are due to a number of factors, including
the higher likelihood of for-profit properties to be in higher-rent suburban
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areas, the prevalence of project-based Section 8 units among for-profit
properties, and the larger share of non-qualifying units in for-profit properties.

e LIHTC households are evenly divided between those who pay 30 percent or
less of their gross income for rent and those who pay more than 30 percent of
their gross income for rent. Despite rents below the tax credit caps, some 13
percent of households reported rent burdens over 50 percent, and thus are
estimated to have worst case housing needs as defined by HUD. An analysis of
the inputs into the rent burden calculation indicates that many tenants report
utility costs above the utility allowances set for the property and incomes
below those reported by the manager (however manager-reported incomes were
not available in several properties and many of the manager-reported incomes
were verified more than a year before the resident survey). While the data are
subject to possible tenant reporting error, it still appears that rent burdens in
LIHTC properties are high for many tenants.

How do the LIHTC properties compare to tenants’ previous residences?

As part of this study we asked tenants to rate their LIHTC units and neighborhoods on
several dimensions and compare them to the previous place they lived. The results showed
overall satisfaction with LIHTC units, but less satisfaction with their neighborhood.

e A majority of the residents rated their LIHTC unit favorably, both overall and
on specific criteria (e.g., size and condition). For example, 68 percent gave
their apartment an overall rating of good or excellent while 32 percent rated it
as poor or fair.

¢ Residents in project-based Section 8 units were more likely than other residents
to rate their LIHTC unit unfavorably. Over 60 percent of residents in project-
based Section 8 units rated their LIHTC unit as fair or poor compared to
approximately 20 percent of other residents.

e Most residents thought that their LIHTC apartment was as good or better than
their previous residence. For example, 54 percent of residents thought their
current unit was better than their previous residence and 24 percent rated it
about the same. Only 22 percent thought their previous residence was better.

o A substantial share of LIHTC residents (23 percent) reported that they lived in
public housing immediately prior to moving into their tax credit units. It




appears that LIHTC properties may serve as an important stepping stone for.
many residents moving from public housing to the private sector.

Residents did not rate their neighborhoods as favorably as their apartments.
Less than half (46 percent) rated their LIHTC neighborhood as good or
excellent, whereas 54 percent rated it as poor or fair. Residents were evenly
divided on whether their current neighborhood was better, the same, or worse
than their previous neighborhood.

Similar to the overall apartment ratings, residents in project-based Section 8
units were much more likely than other residents to rate their LIHTC
neighborhood unfavorably. Nearly 80 percent of residents in project-based
Section 8 units rated their neighborhood as fair or poor overall, whereas less
than half of the other residents rated their neighborhood unfavorably.

In what types of neighborhoods are LIHTC properties located?

In the LIHTC program, owners decide where to develop LIHTC properties, subject only to
local laws that apply to all residential development.
restrictions in the LIHTC program. Nevertheless, there are several incentives at the federal
and state level that may influence where a project is located. If a property is located in a
qualified census tract (QCT) or in a difficult development area (DDA), investors are eligible
to receive a 30 percent increase in the basis on which tax credits are allocated. Furthermore,
most state agencies receive more applicants for tax credits than they have available to award,
thus, states must establish their own policies to award credits among eligible projects. The
result is that LIHTC properties are built in a variety of areas with significant differences in

the type of neighborhood by sponsor type.

A large share of properties were developed in locations that made them eligible
for a 30 percent increase in the tax credit basis. Roughly half of the properties
in the five study MSAs were located in QCTs. In addition, both the Boston
and Oakland MSAs were designated DDAs in the early 1990s, so all of the
properties developed at that time were eligible for the increased tax credit
basis. While it is not possible to know what properties would have been
developed without these incentives, several owners of properties in QCTs said
the increased tax credits were necessary to make development feasible.

LIHTC properties are typically located in city neighborhoods with a majority
of rental units and residents who have lived there a short time. These
neighborhood characteristics were more common for nonprofit than for-profit

There are no additional location



properties. For example, 86 percent of the nonprofit properties are located in
city neighborhoods whereas only 56 percent of the for-profit properties are in

city neighborhoods.

LIHTC neighborhoods are evenly divided between very low-income
neighborhoods (median income less than 50 percent of area median) and more
moderate-income neighborhoods. The patterns were significantly different by
sponsor type. For example, nonprofit properties (67 percent) were much more
likely to be in extremely low-income neighborhoods than for-profit properties
(29 percent).

LIHTC neighborhoods tend to have a high proportion of minority residents.
Roughly half of the neighborhoods had predominately (greater than 80 percent)
minority residents and only 12 percent had predominately white residents.

There are distinct race/ethnicity patterns in the LIHTC neighborhoods by
sponsor type. Over one-quarter of the for-profit properties in our study are in a
predominately white neighborhood whereas none of the nonprofits are in such
neighborhoods. At the other extreme, 61 percent of nonprofit properties are in
predominately minority neighborhoods compared to only 35 percent of for-
profits.

Do LIHTC properties foster economic diversity?

Several recent housing policy initiatives have been aimed at reducing the spatial
The impetus for these policies is the consensus
among policy makers and scholars that high concentrations of very low-income households
in large developments and/or neighborhoods leads to negative social and behavioral
Hence, the economic diversity of LIHTC properties and their contribution to

concentration of very poor households.

outcomes.

economic diversity in the neighborhood are important policy issues.

In approximately half the properties, a majority of the households are
extremely low-income (income less than 30 percent of the area median).
However, there are distinct patterns by sponsor type. For-profit properties tend
to have either many (more than 50 percent) extremely low-income households
or very few (less than 10 percent), whereas the percentage of extremely low-
income households in nonprofits tends to fall between these extremes (10 to 50

percent).
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Only two LIHTC properties are economically diverse in terms of having a
substantial proportion of qualifying and non-qualifying renters. However,
within the qualifying range, there is substantial mixing of higher- and lower-
income groups. Overall, 40 percent of the properties can be considered mixed
income using a combination of several measures of income diversity.
Economic diversity is more common in nonprofit properties (55 percent) than
for-profit properties (23 percent). This is consistent with the above finding that
for-profits tended to serve primarily extremely low-income residents or
primarily relatively higher-income residents.

Most of the LIHTC properties (76 percent) have residents with Section 8
assistance, and they typically represent a small share (less than one-third) of the
tenant population. Only 15 percent of the properties are entirely Section 8, all
of which are project-based.

LIHTC residents at most properties have lower average incomes than their
neighbors. At 72 percent of the properties, the median income of LIHTC
residents is substantially lower than the neighborhood median. The median
income of LIHTC residents is substantially higher than neighborhood residents
at only 10 percent of the properties

Residents of nonprofit properties are much more likely than residents of for-
profit properties to be economically better off than their neighbors. This is
consistent with the findings that nonprofits tend to be in poorer neighborhoods
than for-profits and that for-profit properties in poorer neighborhoods tend to
serve primarily extremely low-income residents.

Overall, many LIHTC properties (42 percent) serve either to provide housing
for residents who reduce the level of poverty in the neighborhood or to provide
housing for lower-income residents in low-poverty neighborhoods. In total, 27
percent of the properties are located in high-poverty neighborhoods where the
poverty-rate of the LIHTC residents is substantially lower than in the
neighborhood. Another 15 percent of properties are located in low-poverty
areas (poverty rate less than 10 percent) and serve residents whose incomes are
much lower than their neighbors. Intérestingly, it is primarily the nonprofit
properties that serve to reduce the poverty level in the neighborhood (consistent
with their more neighborhood revitalization focus) and the for-profit properties
that provide housing for LIHTC residents in low-poverty neighborhoods.
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Do LIHTC properties foster racial diversity?

Earlier, we reported that approximately 60 percent of LIHTC residents were African-
American (non-Hispanic), 20 percent were Hispanic, and less than 20 percent were white,
non-Hispanic. However, these results do not indicate whether people of different race/ethnic
groups live together in the same LIHTC properties or whether properties tend to be
dominated by one race/ethnic group. Furthermore, it does not tell us how the race and
ethnicity of LIHTC residents compares to that of neighborhood residents.

e A small proportion of properties (9 percent) have a substantial proportion of
white and minority residents. All of these are for-profit properties. Most
properties have either predominantly white residents (14 percent) or
predominantly minority residents (77 percent). However, 42 percent of the
propertiecs have a substantial proportion of both African Americans and
Hispanics.

e Only a few properties have a lower proportion of minority households than the
neighborhood. Over half of the properties have a higher share of minority
households than the neighborhood, 44 percent have about the same share
(within 10 percentage points), and only 5 percent have a substantially lower
share of minority households than the neighborhood.

e All of the properties with a lower share of minorities than the neighborhood are
for-profit sponsored properties. For-profits are also much more likely than
nonprofits to have a similar share of minorities as the neighborhood (65 percent
versus 26 percent) and less likely to have a substantially higher proportion of
minorities than the neighborhood (24 percent versus 74 percent).

How do LIHTC properties fit into the housing market?

Given that the LIHTC program is a publicly subsidized program, but one that is highly
decentralized and has private-sector owners and managers, a important question addressed by
the study is how LIHTC properties fit in to the local housing market. Do the properties serve
the same or different clientele as other subsidS/ programs? Is property management in contact
with the local Section 8 program? Are the properties more like private sector units in terms
of amenities and services?

e As discussed previously, 74 percent of LIHTC residents have incomes below
50 percent of median making them eligible for other types of subsidized

Xiii



housing, including public housing and Section 8. In fact, there appears to be
considerable overlap in the programs. About 37 percent of the tenants in study
properties receive Section 8 (31 percent project based and 6 percent tenant
based) and nearly a quarter reported that their previous residence was public
housing. Despite this overlap, LIHTC residents have higher average incomes,
are more likely to be working, and are less likely to be on welfare than public
housing residents and Section 8 recipients in the same MSA.

e There appears to be very little contact between the LIHTC properties and the
local Section 8 Voucher program. Only 25 percent of the Tax Credit property
managers indicated that they had listed vacant units in their developments with
the Section 8 office over the past two years. This was confirmed by Section 8
staff who also reported little contact with LIHTC managers.

e A majority of site managers indicated that their primary competition in the
market was other subsidized housing—other tax credit projects or Section 8
developments. Public housing was not viewed as competition, although about
36 percent of the residents surveyed said they were on the public housing
waiting list at the time that they found their tax credit unit.

e In terms of their physical characteristics, LIHTC properties are smaller (i.e.,
fewer units and floors) than most public housing developments in large MSAs
and for the most part fit in well with the scale and style of the neighborhood.
Most were well maintained and had good “curb appeal.”

e The amenities offered at LIHTC properties appear to be basic, not luxurious
but similar to standard (i.e., non-luxury) market-rate propertiecs. The most
common amenities reported are off-street parking, laundry facilities in the
building, and air conditioning. Less than 10 percent reported access to a pool
or a washer/dryer in the unit.

How did developers’ objectives shape the properties produced?

While states, through their Qualified Allocation Plans, broadly shape the types of properties
that receive tax credits, prospective developers respond to many different types of incentives,
and, in the end, the units produced with the LIHTC reflect a broad range of motivations and
considerations.

e Overall, the study found that 51 percent of the properties were developed
primarily to improve the neighborhood, 18 percent were developed primarily

Xiv



to meet affordable housing goals, and 31 percent were developed with more
traditional real estate objectives (including profit) in mind. Consistent with
their social missions and local focus, nonprofit sponsors were most likely to
identify “neighborhood improvement” or “increasing the supply of affordable
housing” as their primary objectives in developing. For-profit sponsors often
identified muitiple reasons for pursuing the development, but, overall, were
most likely to identify financial benefit as the primary goal.

Different sponsor objectives led to different types of developments being
undertaken and noticeable variations in project locations. Nonprofits tended to
focus development in blighted areas and on problem properties. Sites included
vacant city lots, drug infested buildings, or non-residential uses considered an
eyesore or source of crime and other problems. For-profits developed
properties in areas ranging from blighted to upscale, but were more likely than
nonprofits to develop properties in higher-income neighborhoods or on
undeveloped land in more outlying areas.

Roughly two-thirds of the study properties were found to have a positive
impact on the neighborhoods in which they were located. In most cases the
positive impact included removing a blighting influence or nuisance property,
and in several cases there was reported evidence of classic neighborhood ripple
effects such as nearby redevelopment or reductions in crime.

The properties considered to have no impact included very small properties and
properties located in stable neighborhoods or outlying areas where there was no
real neighborhood to impact. The three properties considered to have negative
impacts suffered from poor screening and/or management and were viewed as a
source of drugs or crime in the neighborhood.

Issues for Future Research

The current study represents an exploratory study of the relationship between tax credit
projects and their neighborhoods. The results are applicable to the five MSAs and study
period selected for the study, but cannot be reliably projected to the program nationally. In
addition to verifying the results of this study with larger, nationally representative samples,

future research on the tax credit program might include the following.

A study of the extent to which the decentralized allocation structure of the LIHTC
program is succeeding in meeting local housing needs. This study would have two basic
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components. The first would be an examination of state Qualified Application Plans to
understand the common elements and variations in state priorities for the LIHTC program.
This component could also include an investigation of how states develop and modify their
QAPs and the methods they use to implement their priorities. A second component could
examine the correlation between state policies and the types of projects actually undertaken.
It would include an analysis of the extent to which LIHTC properties being built are meeting
the needs of the area. This analysis would have to be done in the context of the housing
needs of the State or even sub-state areas. For example, the study could examine whether
properties are built in areas where a high share of households have excessively high rent
burdens, in areas with a lack of new housing, or in areas with low concentrations of poverty.

A more in-depth investigation of the impacts of LIHTC properties on their neighborhoods
is also needed. The current study has provided a qualitative assessment of the impact of the
39 sample properties, however, it would appear that a more extensive analysis is warranted
given that over 50 percent of the study developers cited neighborhood improvement as their
primary objective. Some researchers argue that LIHTC is an inefficient tool for providing
affordable housing to low-income families, but this research does not usually take into
account the impact of LIHTC properties on the neighborhood. Hence more research is
needed to understand the extent of neighborhood impact of the LIHTC program. Such
research should focus on quantitative measures of neighborhood impact and the perspectives
of stakeholders in the neighborhood who are not involved in the LIHTC property. There are
a number of possibilities. For example, 2000 Census data should allow analysis of various
trends in LIHTC neighborhoods. Data on construction activity in the neighborhood prior to
and after the LIHTC project was begun could be compared to overall construction activity in
the broader area such as the MSA. Trends in LIHTC neighborhood property values or rent
levels relative to other neighborhoods in the city could also be examined. Although there are
many practical difficulties in identifying the relevant population, it might also be possible to
conduct a survey of non-LIHTC landlords and/or homeowners in the immediate
neighborhood to discern the impact of LIHTC properties and any new investment or
improvement activity that might be attributable to the presence of the LIHTC development.
Finally, it would be useful to examine neighborhood impact in the context of non-LIHTC
funding sources that are also used in the development of LIHTC properties. Are LIHTC
properties with tax-exempt bonds, CDBG funding, or other sources of funding more likely to
have a positive neighborhood impact? In addition to raising the potential level of subsidy
available (which by itself may influence the impact of the development), the use of these
funding sources may indicate that the LIHTC project has support from key actors involved in
local community development or may indicate that the LIHTC property is part of a
comprehensive redevelopment effort.

Research on the LIHTC properties and neighborhoods where Section 8 recipients live
compared to where other Section 8 recipients live would help to clarify the role of the
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LIHTC program in serving Section 8 residents. One issue is whether LIHTC properties are
providing opportunities for Section 8 recipients to live in better, worse, or similar properties
and neighborhoods than other places where Section 8 recipients live. Such a study might
compare the size of LIHTC units, property amenities, and building characteristics such as the
number of units and the number of floors as well as either objective measures of maintenance
or resident perceptions of maintenance. Neighborhood characteristics to be compared
include poverty levels, concentration of Section 8 households, income sources, and quality of
the housing stock (e.g., average rent levels or age of structures).

Finally, it would be useful to conduct additional research regarding those LIHTC
properties with a large proportion of market-rate units. Although a relatively small share of
the total, these projects represent “mixed income” developments in the broadest sense, and
should be examined given the current policy emphasis on income mixing. Research
questions would focus on the extent of economic and racial diversity in such projects, the
neighborhoods where such properties are located, and the characteristics of residents (both
qualified and unqualified) living in these properties. It would also be important to understand
better the owners’ motivation in developing a mixed qualified/non-qualified property as well
as resident perceptions of their property and neighborhood.
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Chapter 1
Introduction

The Low-Income Housing Tax Credit (LIHTC) program is the primary affordable housing
production program in the U.S. The Department of the Treasury provides states with
approximately $315 million in new allocation authority each year, representing a total
commitment of $3.2 billion over the ten years that investors can use the credit. Given the
size of the LIHTC program, surprisingly little is known about LIHTC tenants, properties,
management, and neighborhoods. The relative paucity of research is the result of a
decentralized program—tax credits are awarded by individual state allocating agencies—and
the corresponding lack of a central data repository available to researchers. This study
collected and analyzed original data on LIHTC properties in five metropolitan areas to
address some of the gaps in our knowledge about the LIHTC program.

This Chapter begins with an overview of the LIHTC program, followed by a brief summary
of the history of LIHTC research and the research objectives of this study. The next two
sections describe the study sample and the sources of data used. The final section provides
an overview of the remainder of the report.

1.1 Overview of the LIHTC

The Low-Income Housing Tax Credit was created by the Tax Reform Act of 1986. The act
eliminated a variety of tax provisions that had favored rental 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 states were authorized to issue federal tax
credits for the acquisition, rehabilitation, or new construction of affordable rental housing.
The credits can be used by property owners to offset taxes on other income, and are generally
sold to outside investors to raise initial development funds for a project. To qualify for
credits, a project must have a specific proportion of its units set aside for lower income
households with the rents on these units limited to 30 percent of qualifying income.! The
amount of the credit that can be provided for a project is a function of development cost
(excluding land), the proportion of units that is set aside, and the credit rate (which varies
based on development method and whether other federal subsidies are used). LIHTC

! 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 households with incomes below 60 percent of area median. Rents
in qualifying units are limited to 30 percent of the elected 50 or 60 percent of median income.

1-1



investors claim credits to offset taxes otherwise owed for each year of a 10-year period.?
However, the IRS can recapture the credits if the property does not stay in compliance over
the required period.

Congress initially authorized state agencies to allocate roughly $900 million in credits over
three years: 1987, 1988, and 1989.> Subsequent legislation 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 years to 30 years.” States were also required to
ensure that no more credit was allocated to a project than was necessary for financial
viability. The credit was also made a permanent part of the Federal tax code (Section 42),
providing the states with roughly $315 million in new allocation authority each year.
Because credits are taken over a 10-year period, the total amount committed from the
Treasury per year is 10 times the amount allocated—or approximately $3.2 billion per year.

Since the first year of the tax credit program in 1987, the LIHTC has become the principal
mechanism for supporting the production of new and rehabilitated rental housing for low-
income households. However, information on the number of units actually developed and
their characteristics has been difficult to assemble. Given the decentralized nature of the
program, there is no single federal source of information on tax credit production.® Most of
the data about the program available in the past have been compiled by the National Council
of State Housing Agencies (NCSHA), an association of state housing finance agencies, the

?  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 4 percent credit is used for the acquisition of an existing building or for federally subsidized
new construction or rehab. The 9 percent credit is used for non-federally subsidized rehabilitation or
construction. The credit percentage is fixed at the point of final allocation of the tax credits.

> This is a commitment from the Treasury of $9 billion, based on annual credits taken for 10 years if all the
credits are allocated and used.

¢ See Technical and Miscellaneous Revenue Act of 1988 and the Omnibus Budget Reconciliation Acts of
1989, 1990, and 1993.

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

®  States are required to report on tax credit projects to the IRS. However, these data are not available for
analysis due to the confidentiality of tax-related submissions.




entities responsible for allocating tax credits in most states. However, NCSHA data often
suffered from incomplete reporting and key data were not consistently available for all years.

Regarding program volume, NCSHA data suggest that some 800,000 LIHTC units (around
90,000 per year on average) were allocated through 1995. However, not all projects that
receive initial tax credit allocations are actually completed and placed into service. (A
property must receive a certificate of occupancy and be "placed in service" in order to obtain
its "final allocation" and begin receiving credits.) Estimates suggest that closer to 55,000
units per year were placed in service during this period.” Some of the difference between
units receiving allocations and units placed in service is accounted for by time lags—project
developers have two years from the initial allocation to complete the buildings and place
them in service. However, it also appears that there is a significant fall-out rate for properties
receiving LIHTC allocations, reflecting difficulties and risks associated with this complex
development program.

The best data currently available on LIHTC properties is the project-level database collected
for HUD by Abt Associates Inc. Using data obtained from state agencies—supplemented in
certain states with similar data collected by the GAO—the database covers the universe of
properties developed between 1992 and 1994.° The database also contains a broad range of
geographic identifiers and demographic data, which were used to develop the first
comprehensive portrait of the nature and location of recent tax credit production. The sample
for this study was derived from these data.

1.2 Objectives of the Research

Until recently, there has been little systematic analysis of the LIHTC program. A HUD study
undertaken very early in the program provided an initial evaluation of the LIHTC, based on a
sample of properties developed in 1987 and 1988.” Subsequent to this initial work, very little
new research was available until HUD commissioned the creation of the National LIHTC

7 James E. Wallace. 1998. “Evaluating the Low-Income Housing Tax Credit.” In Evaluating Tax
Expenditures: Tools and Techniques for Assessing Outcomes. pp. 43-62. San Francisco: Jossey-Bass.

®  The initial database also includes available state data (partial) on projects placed in service between 1987

and 1991. An Abt Associates follow-up study funded by HUD is creating a database of all projects placed
in service from 1995 to the present.

® ICF, Inc. 1991. Evaluation of the Low-Income Housing Tax Credit, Final Report. ICF
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Database, completed by Abt Associates in 1996.'"° At about the same time, GAO was asked
conduct its own study of the efficacy of the credit resulting in the GAO report: Tax Credits:
Opportunities to Improve Oversight of the Low Income Housing Program."" Threats to the
program in 1995 and 1996 (including a potential sunset) spawned additional efforts to
understand and assess the credit usage, including an NCSHA-sponsored response to the GAO
study on the first 10 years of the LIHTC program.'> More recent work on the subject
includes Newman and Schnare (1997) on locations of LIHTC properties compared with other
assisted housing, Cummings and Denise DiPasquale (1998, 1999) on the financial and
investment characteristics of these properties, and Abravanal and Johnson (1999) on the
owners’ development objectives and future plans for the property."

An important theme running through many of these efforts, particularly the HUD/Abt,
Newman and Schnare, and Cummings and DiPasquale research, is an effort to understand
LIHTC properties in the context of their neighborhoods. There are many complex factors
that potentially affect the location of these properties. For example, initial concemns that
program financial incentives would favor suburban development in relatively high rent/low
cost areas led to changes in the program to increase the level of subsidy available to
developments in “difficult development areas™ (where construction costs are high relative to
incomes) and in areas where lower income renters predominate (qualified census tracts).
Information from HUD’s LIHTC database shows that 54 percent of all LIHTC units (and 49
percent of projects) in the early 90s were developed in central city areas, and another 26
percent of units (21 percent of projects) were developed in suburban locations." Roughly
two-thirds of the units are in neighborhoods that would be considered “low-income” (a

Abt Associates. 1996. Development and Analysis of the National Low-Income Housing Tax Credit
Database. U.S. Department of Housing and Urban Development, Office of Policy Development and
Research: Washington DC.

" U.S. General Accounting Office. 1997. Tax Credits: Opportunities to Improve Oversight of the Low-
Income Housing Program. (GAO/GGD/RCED-97-55).

2 Emst and Young, 1997. The Low Income Housing Tax Credit: The First Decade. E&Y Kenneth
Leventhal.

¥ Newman and Schnare. 1997. A >.. And a Suitable Living Environment=: The Failure of Housing
Programs to Deliver on Neighborhood Quality. @ Housing Policy Debate, 8(4), 703-741. Cummings and
DiPasquale. 1998. “Building Affordable Rental Housing: An Analysis of the Low-Income Housing
Credit.” City Research. Cummings and DiPasquale. 1999. “The Low-Income Housing Tax Credit: An
Analysis of the First Ten Years.” Housing Policy Debate, 10(2), 251-307. Abravanel and Johnson. 1999.
The Low-Income Housing Tax Credit Program: A National Survey of Property Owners. A Report
Prepared for the Office of Policy Development and Research, U.S. Department of Housing and Urban
Development.

4 Abt Associates (1996), cited earlier.
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majority of households with income less than 80 percent of the area median) by HUD’s
community development program standards. The data also indicate an increase over time in

the share of units developed by nonprofit sponsors.” However, little is known about the
differences in the tenants and neighborhoods served by nonprofit and for-profit sponsors.

The relationship of LIHTC tenants to their neighborhoods is another important, but little
explored, area for investigation. The program generally serves higher income residents than
other HUD rental programs; however, little is known about the extent of income mixing
within properties or how tenant composition relates to that of the neighborhood. Regarding
racial and ethnic characteristics, there was evidence of a bimodal distribution of
neighborhoods where LIHTC projects are located, with many project neighborhoods having a
very high share of either white or non-white residents. What was missing, however, was any
information on who is served by different projects in different neighborhoods. Put more
broadly, do the properties serve residents much like others living in the neighborhood or does
the program promote mobility by enabling lower income and minority households to live in
higher income, non-impacted areas?

The objective of this study is to address some of these research gaps by collecting and
analyzing in-depth data on tenants, neighborhoods, and properties for 39 projects in five
different metropolitan areas (the procedures for selecting these properties are discussed in the
next section). The principal research issues covered in this report are:

Who lives in LIHTC properties? What are the economic, race/ethnic, family composition,
and other characteristics of LIHTC households? Do LIHTC residents rely on earnings,
welfare, or some other source as their primary source of income? Do many receive Section 8
assistance? How does the income and race/ethnicity of LIHTC residents compare with that
of Public Housing and Section 8 residents in the same MSA?

How does the living environment compare to tenant’s previous residence? Is their
current apartment larger, better maintained, or have better amenities than their previous unit?
Is their neighborhood safer, closer to good schools, more convenient or otherwise better (or
worse) than their previous neighborhood? What is the primary reason they moved to the
LIHTC property? Where did they live before moving to their current unit (e.g., public
housing, a private rental unit, or their own home)?

'*  Cummings and DiPasquale (1999), cited earlier.




What are rent levels in LIHTC properties? How do rents compare to FMRs? Do any
residents have an excessive rent burden? Are rents close to the maximum allowed for tax
credit units? Are there other restrictions on the rents that can be charged?

In what types of neighborhoods are LIHTC properties located? Do the neighborhoods
consist primarily of renters or homeowners? Are properties located in high poverty or low-
poverty neighborhoods? Are the neighborhoods racially diverse or dominated by one racial
group?

Do LIHTC properties contribute to racial/ethnic or economic diversity? Do households
with a broad range of incomes live in the same property? How do the income levels of
LIHTC residents compare with income levels of neighborhood residents? Do properties tend
to be dominated by one racial group or are they diverse? Do properties have the same
race/ethnic composition as the rest of the neighborhood?

How do LIHTC properties fit into the housing market? Do they compete with other
subsidized developments or market rate developments? What amenities or services do
properties offer on their premises? How do they attract tenants? Does management have a
relationship with the Section 8 office or community organizations?

What were the main objectives in developing the LIHTC property? Was it purely a
profit-motivated investment or did the developer have an affordable housing or community
revitalization mission? How do developers choose the sites for LIHTC developments? Do
the properties appear to have a positive impact on the neighborhood?

This study is the first to collect and analyze data on many of these issues that are crucial to
understanding the types of properties developed under the LIHTC program and the role of the
program in meeting overall housing policy goals. The study also provides insights into the
role of for-profit versus nonprofit sponsors in the program and the ways that their
developments differ along the dimensions identified above.

1.3 Overview of Study Sample

This report is based on a sample of 39 properties in five metropolitan areas. It is important to
understand that this exploratory study is not intended to produce program-wide statistical
inferences about LIHTC projects or their residents. Thus, we are not able to draw program-
wide generalizations about, for example, resident incomes or other characteristics,
affordability of LIHTC units, or project rent levels. To do so would require a national
probability sample of properties and their residents and would require a study of substantially
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larger scope. At the same time, however, a study using a large national probability sample
would be less likely to capture neighborhood and market context available from this more in-
depth, but limited-site investigation.- This section provides a brief description of how the five
metropolitan areas and the 39 properties within those five MSAs were selected for the study.
(See Appendix A for a detailed description of sample selection procedures.)

Identification of MSAs

The study design called for the selection of eight LIHTC properties placed in service between
1992 and 1994 in each of five different MSAs. In choosing the five MSAs, we were guided
by a desire to select:

e MSAs with sufficient production in the 1992 to 1994 period to ensure an adequate
number of properties in the study sample;

e MSAs containing a variety of property types in terms of project sponsor-type (for-
profit or nonprofit), city and suburban location, and qualified and non-qualified
census tract; and

e MSAs that are geographically balanced (e.g., at least one from each Census region)
and represent a wide spectrum of housing market conditions.

We used HUD’s National LIHTC Database of properties placed in service between 1992 and
1994 to generate a list of MSAs having substantial levels of overall production as well as
enough diversity of projects and neighborhoods to meet these criteria. The final stage in the
selection was based primarily on: geographic distribution, the number of for-profit and
nonprofit sponsored properties, the mix of central city and suburban properties, the presence
of qualified census tract and non-qualified census tract properties, tightness of the rental
market, and level of production (to better represent areas where LIHTC volume is the
greatest). The result is shown in Exhibit 1-1 which identifies the five MSAs included in this
study.

Exhibit 1-1

Five Study MSAs
Region MSA Selected
Northeast Boston
Midwest Milwaukee
West Oakland
South Miami
Open (Midwest) Kansas City
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Selection of Properties within MSAs

Once the MSAs were identified, properties and neighborhoods were selected. We stratified
properties by sponsor type (nonprofit versus for-profit) and then selected a simple random
sample of four nonprofit and four for-profit properties in each MSA.'* With a maximum
sample of 40 LIHTC properties, this study could not reliably represent the whole range of
LIHTC properties in these MSAs. Therefore, to provide meaningful results for a coherent
population of LIHTC properties, we excluded the smallest properties (under 10 units) as well
as properties operating under special rules (e.g., the special occupancy and rent rules
associated with the FmHA 515 program) or serving special needs populations (e.g., homeless
or people with AIDS).

Overall, to be eligible for the study, a property:

e had to be placed in service between 1992 and 1994,

e had to contain 10 or more units;

e could not have received FmHA Section 515 funding (special occupancy and rent
rules);

e could not be an SRO or serve a special needs population (e.g., homeless); and

¢ had to be located in the metropolitan area of one of the five MSAs in the study.

After selecting the sample, a few properties were found to be ineligible or refused to
participate in the study. Where possible, the ineligible and refusal properties were replaced
with a similar property. The initial selection plan was to select four nonprofits and four for-
profits in each MSA for a total of 40 properties evenly split between nonprofits and for-
profits. However, Oakland had only three eligible for-profit properties and one refused to
participate, resulting in two for-profit properties in Oakland. In addition, a nonprofit property
in both Kansas City and Boston was incorrectly listed as a for-profit in the LIHTC database,
thus we ended up with five nonprofits in those two MSAs. The discrepancy was discovered
early enough to recruit a fourth for-profit in Kansas City, but not in Boston.

Thus, the final sample includes 39 developments: 22 nonprofit properties and 17 for-profit
properties. We conducted a brief telephone canvas of non-selected properties to determine
eligibility status and confirm the sponsor type. No other sponsor type discrepancies were
discovered. From our canvas, we found that 85 properties in the five metropolitan areas met
the eligibility requirements to be included in the study, of which 46 were nonprofits and 39
were for-profits. Property-level weights were developed such that the weighted sample

' In some MSAs, properties were further stratified into large (more than 100 units) and small properties and

then randomly selected within these groups.
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accurately represents the distribution of eligible properties by MSA and sponsor type.'” These
weights are used for property-level estimates in this report.

We also selected a sample of residents within these 39 properties for a resident survey.'® We
separately selected households in each property where the number of households selected in
cach property was directly proportional to the number of households in all eligible properties
that were represented by that property. This means that a nonprofit in an MSA with a lot of
nonprofit units in the eligible properties would have a larger number of households in the
sample than a nonprofit of the same size in an MSA with fewer nonprofit units in the eligible
properties (because the nonprofit in the MSA with a lot of nonprofit units is representing
more units). Within properties, households were simply selected randomly. With this
sample design, household-level estimates (when appropriately weighted) are unbiased
estimates of all LIHTC households in the five MSAs and the estimates are more precise
(lower standard errors) than would be obtained from a simple random sample of the same
number of households in the study properties. See Appendix A for more detail on the
sampling plan and the derivation of household-level weights.

1.4 Study Data
This study relied on data from a number of different sources, including:

e In-depth interviews with owners and managers of each property;
e Collection of tenant and rent data from manager files;

e Observations of properties and neighborhoods;

e A telephone survey of LIHTC residents; and

e Secondary data.

The in-depth interviews, collection of data from manager files, and site visitor observations
occurred during field visits to each of the 39 study properties and five MSAs. Field visits
were conducted between March and May 1999, with study team members spending
approximately one week in each MSA. The resident survey was conducted by telephone
between May and August 1999.

"7 See Appendix A for a full description of how weights were calculated.
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Approximately 1,325 households were selected for the survey. Of those, 832 completed the survey
representing a 63 percent response rate. The resident survey is included as Appendix C.




Appendix B contains a more detailed description of our data collection procedures. The
following sections briefly describe the major types of data collected, beginning with
information about LIHTC residents.

Resident Data

The primary source of information on residents is the LIHTC Resident Survey, which was
completed by 832 respondents. The survey was administered over the telephone by Abt
Associates Survey group and achieved a response rate of 63 percent. The major topics
covered by the survey were: satisfaction with current apartment and neighborhood, prior
living situation, comparison of current and prior apartment and neighborhood, factors
involved in choosing their LIHTC apartment, rental payment and assistance information, and
demographic information about the household.

A second major source of information on LIHTC residents is data collected from property
manager files. Where possible, we collected information on gross monthly income of the
household, Section 8 assistance, gross rent, household size, number of bedrooms in the unit,
whether unit is a tax-credit qualifying unit, and contact information for the survey. We also
explored the availability of data on race/ethnicity information, however this was rarely
available at the unit level. The advantage of file sources for resident information is that these
data cover all residents in the property. However, not all of the properties could provide all
of the requested information and certain items (e.g., income for tenants in market rate units)
were not generally available.

Property Data

Property data were primarily collected from interviews with site managers and owners and
from the National LIHTC database or similar information from state housing finance
agencies. From the interviews, we gathered information on the property’s background,
development objectives, characteristics of the management entities and owners,
characteristics of the tenant population, tenant assistance and rent setting practices, marketing
and tenant selection practices, amenities and services provided, and neighborhood and market
characteristics. The National LIHTC database provided information on the total number of
units in the property, qualifying fraction, and other property features, all of which were
confirmed during the interviews. In addition, site visitors recorded observations on the
condition of the property, upkeep, design quality, and curb appeal relative to nearby
structures.  Finally, in interviews conducted with a range of other local actors (e.g.,
community development representatives, PHA staff, state HFA staff) we asked about specific
properties or neighborhoods included in the study.




Neighborhood Data

Information on neighborhoods in which LIHTC properties are located was collected from
interviews with key actors, site visitor observations, and 1990 Census Data. In interviews
with managers, owners, community development representatives, and local Section 8 staff,
we discussed the characteristics of the neighborhood, trends in the neighborhood, and the
impact of the LIHTC property on the neighborhood. Site visitors also filled out a windshield
survey on the physical condition of the neighborhood, types of residential buildings in the
area, and patterns of land use (e.g., commercial, institutional, retail). Census data from 1990
were obtained on the homeownership rate, income levels, poverty rates, and the race/ethnic
composition of the census tract where the property was located. Although Census data were
nine years old at the time of the study, it is the only source of information available at the
census tract level for all MSAs in the study.

MSA Data

MSA-lIevel data were collected primarily from secondary data sources. For comparing the
characteristics of LIHTC residents to Public Housing and Section 8 residents, HUD provided
data from their MTCS database for each of the MSAs in the study. Data on HUD Fair
Market Rents (FMRs) and Gross Median Income were obtained from the HUD website.
Estimates of MSA vacancy rates were obtained from the Census website. In addition, we
asked the HUD Regional Economist, Community Development Department Representatives,
and other knowledgeable actors about the state of the housing market in the MSA.

1.5 Report Overview

This report is organized into six chapters. Chapter 2 provides an overview of the properties
in our sample. It includes an MSA-by-MSA discussion of the housing market, characteristics
of the study properties, and how the sample properties compare to the universe of eligible
LIHTC properties in the MSA. There is also a brief narrative description of each of the 39
study properties and the neighborhoods in which they are located.

Chapter 3 presents a profile of LIHTC households. It describes who lives in LIHTC
properties and compares the economic and racial/ethnic composition of LIHTC residents to
public housing and Section 8 residents in the same MSA. This chapter also examines the
rent-setting practices of LIHTC properties and estimates the rent burden for LIHTC residents.
Finally, it presents resident perceptions of their LIHTC apartments and neighborhoods and
how these compare to their previous living environment.




Chapter 4 examines the role of the LIHTC in fostering diverse communities. It begins by
describing the economic and racial characteristics of the neighborhoods in which the sample
properties are located. Then it explores the extent of economic and racial/ethnic diversity
within LIHTC properties and compares the composition of property residents to the residents
in the surrounding neighborhood. Finally, it investigates whether the economic diversity of a
property is associated with resident perceptions of their neighborhood.

Chapter 5 provides a profile of property management and other services offered at properties.
It describes the amenities offered in LIHTC properties, resident satisfaction with
management, and managers’ and owners’ perceptions of the impact that changes in welfare
legislation will have on the financial viability of their property.

Chapter 6 describes the characteristics of property developers, then investigates their
objectives for developing the LIHTC property and their site selection procedures. The final
section explores the impacts of the sample LIHTC properties on the neighborhoods in which
they are located.




Chapter 2
The Study Properties

The current study is based on information collected for 39 properties located in five
metropolitan areas—Boston, Kansas City, Miami, Milwaukee, and Oakland. This chapter
introduces the properties and neighborhoods included in the study. We begin with a brief
overview of the developments and their characteristics, followed by a description of
individual properties, organized by MSA.

2.1 Overview of the Study Properties

As discussed in Chapter 1, the five study sites were selected to include areas with substantial
levels of both nonprofit and for-profit LIHTC activity. Profit status was expected to play a
major role in explaining development objectives and patterns because nonprofit and for-profit
organizations have inherently different motivations. Because of the different motivations of
nonprofit and for-profit developers, we expected them to undertake different types of LIHTC
projects, resulting in different patterns of project location, resident characteristics, and other
features of development. Therefore, an attempt was made to include sufficient numbers of
each type property in each market.

As shown in Exhibit 2-1, the study properties are fairly evenly divided between nonprofit and
for-profit sponsors—22 (56 percent) versus 17 (44 percent), respectively. This breakdown is
similar to that of the universe of properties placed in service in the five MSAs during the
study years (54 percent with nonprofit and 46 percent with for-profit sponsors). Within
individual MSAs, the ratio of nonprofit to for-profit properties is fairly comparable to that of
the study properties as a whole, with the notable exception of Oakland, where more than two-
thirds of the properties have nonprofit sponsors. The proportion of nonprofit-sponsored
study properties is higher in Oakland because over three-quarters of the tax credit properties
placed into service in that MSA from 1992 to 1994 were sponsored by nonprofit

organizations.
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Exhibit 2-1
Study Properties by MSA and Sponsor Type

MSA Nonprofit Sponsor For-Profit Sponsor Total
Number | Percent | Number | Percent | Number | Percent
Boston 5 63% 3 37% 8 100%
Kansas City 5 56% 4 44% 9 100%
Miami 4 50% 4 50% 8 100%
Milwaukee 4 50% 4 50% 8 100%
Oakland 4 67% 2 33% 6 100%
All Properties 22 56% 17 44% 39 100%

Exhibit 2-2 presents basic information about the properties by sponsor type, including
information on the fraction of units reserved for qualifying tenants, property size, geographic
area, construction and building type, primary population served, presence of Section 8, and
vacancy and turnover rates. Appendix A shows a comparison between the characteristics of
the study sample to the characteristics of the entire universe of eligible properties in the five
MSAs. It shows that the weighted estimates from the study sample are similar to the
characteristics of the all eligible properties in the five MSAs on the dimensions for which we
have data on all properties.

Qualifying Fraction

As shown in Exhibit 2-2, the overwhelming majority of properties—both nonprofit and for-
profit—elected the 40/60 LIHTC set aside, meaning that a minimum of 40 percent of the
units must be affordable to residents having incomes 60 percent or less of the area median
income. All 22 of the nonprofit properties and 15 of the 17 for-profit sponsored properties
(88 percent) use the 40/60 set-aside, while just two properties (both for-profit) have a
minimum set-aside of 20 percent of units affordable to residents earning 50 percent of area
median (the 20/50 set-aside). Unlike the rest of the study properties, in these two properties,
most of the units are market rate units serving middle- or upper-middle-income residents.

While LIHTC rules require a minimum set-aside, almost all of the study properties have a
much higher percentage of qualifying units than the minimum. In fact, 74 percent of the
study properties had 100 percent qualifying units. The average percentage of qualifying units
is 94 percent, with a somewhat higher fraction among nonprofit-sponsored-properties (98
percent) than for-profit sponsored properties (89 percent), although the average among for-
profit properties is skewed downward by the presence of the two properties with 20/50 set-
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Exhibit 2-2

Characteristics of Study Properties

Nonprofit For-Profit Total
Number | Percent /|- Number | Percent | Number | Percent
All Properties 22 100% 17 100% 39 100%
Minimum Set-Aside
20/50 0 0% 2 12% 2 5%
40/60 22 100% 15 88% 37 95%
Average Percent Qualifying Units 98% 89% 94%
Number of Units
10-29 5 23% 1 6% 6 15%
30-49 7 32% 4 24% 11 28%
50-99 6 27% 4 24% 10 26%
100-199 2 9% 6 35% 8 21%
200 or more 2 9% 2 12% 4 10%
Average Number of Units 70 102 84
Geographic Area
Urban 19 86% 8 47% 27 69%
Suburban 3 14% 9 53% 12 31%
Construction Type
New Construction 9 41% 8 47% 17 44%
Rehab 10 45% 8 47% 18 46%
Both 3 14% 1 6% 4 10%
Building Type
Elevator/high-rise only 1 5% 1 6% 2 5%
Walk-up/low-rise only 16 73% 14 82% 30 77%
Townhouse only 2 9% 0 0% 2 5%
Mixed 3 14% 2 12% 5 13%
Primary Population Served
Family 21 95% 12 71% 33 85%
Elderly 1 5% 5 29% 6 15%
Properties with Project-Based Section 8 4 18% 4 24% 8 21%
Of these, Average % Project-Based S8 64% 88% 76%
Units®
Properties with Tenant-Based Section 8 17 7% 9 53% 26 67%
Of these, Average % Tenant-Based S8 15% 18% 16%
Units®
Properties with Any Type of Section 8 18 82% 12 71% 30 77%
Of these, Average % S8 Units® 28% 45% 35%
Overall % of Units with Any Section 8° 33% 55% 44%
Average Vacancy Rate 4.6% 3.1% 4.0%
Average Turnover Rate 22% 27% 24%

Notes: Figures are unweighted, thus represent the study sample, not the universe of eligible properties in 5 MSAs. *Average
of property-level percentages. ®Average across all study properties (not an average of property-level percentages). Source:

Property manager interviews.




asides. By way of comparison, in its national database for the same time period, Abt
Associates (1996) found the average proportion of qualifying units in LIHTC properties to be
98 percent.'

Property Size

The study properties range in size from 12 to 328 units, with an average size of 84 units.
While a majority of the sample properties have between 30 and 99 units (54 percent), almost
one-third have 100 units or more (31 percent) and a few (15 percent) have between 10 and 30
units.” The nonprofit-sponsored properties in the sample tend to be smaller than their for-
profit-sponsored counterparts. The average number of units among nonprofit-sponsored
properties in the study is 70, versus an average of 102 units in the for-profit-sponsored
properties.

In general, it can be assumed that smaller properties are less likely to physically overwhelm
the immediate area of the property. However, it should be noted that four of the five largest
study properties in Boston—three of which have more than 100 units—are low-rise,
scattered-site rehab properties which blend in to their surroundings. At the same time, some
properties are part of larger, phased developments, which may be more imposing than would
be suggested by the number of units in the portion sampled for this study.

Property Location

Overall, 69 percent of the study properties are located in central city areas and the remaining
31 percent are in suburban locations, as shown in Exhibit 2-2. There is some variation by
MSA. While all of the Boston MSA properties and eight of the nine Kansas City MSA
properties are in central city locations, the proportions of central city and suburban properties
are more evenly split in the Miami, Milwaukee, and Oakland MSAs. (The study excluded
properties in rural areas.) Properties in suburban locations were more likely to have for-profit
sponsors than nonprofit sponsors. In fact, nine of the 12 study properties located in suburban
areas (75 percent) have for-profit developers.

Construction and Building Type

When viewed as a group, the study properties are fairly evenly divided between new
construction and rehab, with four mixing elements of both. However, there are regional
differences. Only one of the Boston area properties was fully new construction (five were

' Development and Analysis of the National Low-Income Housing Tax Credit Database, Abt Associates Inc.,

July 1996.

2 Properties with fewer than 10 units were excluded from the study.
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rehabilitated and two included both rehab and new conmstruction), reflecting the state’s
priority for preserving existing housing in the city. By contrast, all but one of the Oakland
area properties were newly constructed.

In terms of building type, walkup buildings dominate: 30 of the 39 properties consist
exclusively of walkup buildings (less than four stories), and another five properties consist of
walkup buildings combined with duplexes or townhouses/row houses. Two properties are all
townhouses, and two properties consist only of buildings with five or more stories.
Interestingly, neither of the two high-rise buildings serves the elderly. There is no particular
pattern of construction or structure type by sponsor status; presumably these decisions are
driven by local market factors.

Population Served

As shown in Exhibit 2-2, most of the properties in the study sample serve non-elderly family
households (including single person households): 33 properties (85 percent) serve primarily
families, while six (15 percent) serve primarily elderly residents. The population served by
our sample properties differs by sponsor type. Nonprofit properties are more likely to serve
families. Of the six properties serving primarily elderly populations, five were developed by
for-profit entities and serve exclusively the elderly. The sixth property, developed by a
nonprofit, serves a mix of families and elderly. Population served also differs by location.
Of the six elderly properties, three are in suburban areas within the Milwaukee MSA.

Section 8 Assistance

Many of the properties have Section 8 assistance, either in the form of project-based Section
8 or residents holding Section 8 certificates or vouchers. Eight properties (21 percent) have
project-based Section 8, of which five are in the Boston MSA. Properties with project-based
assistance are generally rehabilitated properties with pre-existing Section 8 contracts or with
loan management Section 8 contracts for troubled properties, or they have project-based
certificates. While the properties with project-based Section 8 are evenly split among
nonprofit and for-profit sponsors, those developed by for-profit entities have higher
percentages of units with project-based Section 8. Among for-profit-sponsored properties
with project-based Section 8, an average of 88 percent of the units are Section 8, compared
with 64 percent for properties with nonprofit sponsors.

Turning to tenant-based Section 8, 59 percent of the properties have at least some residents
with Section 8 certificates or vouchers. The nonprofit-sponsored properties are more likely
to have tenant-based assistance: 68 percent of the nonprofit-sponsored properties have at least
one resident with tenant-based Section 8, compared with 47 percent of for-profit properties.
Among properties with tenant-based Section 8, the average percentage of households with
certificates or vouchers is 16 percent, which does not vary much by sponsor type.
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Overall, 77 percent of the properties have at least one resident with Section 8 assistance,
(either project-based or tenant-based Section 8). In terms of units, we found that nearly half
the units (44 percent) across all study properties either have project-based Section 8 or are
occupied by voucher or certificate holders.’

Vacancy and Turnover

On the whole, the study properties have fairly low vacancy rates, with a mean property-level
vacancy rate of four percent. As expected, vacancy rates vary by market, with the lowest
vacancy rates in the Boston and Oakland MSAs. The relatively low vacancy rates are
consistent with the notion that LIHTC properties represent newer and more desirable housing
relative to the overall stock of affordable units. As shown in Exhibit 2-2, vacancies are
slightly higher in nonprofit-sponsored properties (4.6 percent) compared to properties with
for-profit developers (3.1 percent), although the average vacancy among nonprofit-sponsored
properties is skewed upward by two properties with vacancy rates exceeding 20 percent.

Turnover rates in the properties are fairly high, with an average annual turnover rate of 27
percent among the for-profit-sponsored properties and 22 percent among the nonprofit
properties. However, the median turmmover rate of 15 percent is considerably lower,
suggesting that the relatively high average is driven by a relatively few properties. Of the
seven properties with reported turnover rates of 50 percent or greater, four serve highly
mobile singles or seasonal farm workers, and one recently changed management.

2.2 Properties and Neighborhoods by MSA

This section briefly describes each of the 39 study properties and the neighborhoods in which
they are located. The research shows some distinct patterns by MSA which greatly influence
the nature of LIHTC developments. For example, in the Boston MSA, most LIHTC
properties placed into service from 1992 to 1994 were previously troubled properties in the
urban core, several with project-based Section 8, which were targeted under the state’s
Qualified Allocation Plan. The tax credit program was used to preserve or “bail out” these
state-financed multifamily properties. In Kansas City, the sample properties are almost all
located in the urban core, with two for-profit properties in largely redeveloped downtown
areas serving primarily singles working in the service industry, and the nonprofit properties
generally serving families in poorer inner city neighborhoods. The Miami MSA has a wide
variety of projects in both inner city and outlying areas, all of which serve primarily families.
In Milwaukee, the for-profit sponsored properties tend to serve primarily elderly people in
suburban locations, whereas the nonprofit properties tend to serve families in the city of
Milwaukee. The Oakland MSA is characterized by a large proportion (over three-quarters) of

*  See Chapter 3 for further details about Section 8 assistance.
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LIHTC properties developed by nonprofit sponsors. In addition, two of the four for-profit-
sponsored properties in the Oakland MSA (both of which are in the study) have a 20/50 set-
aside. These are the only two properties in the five MSAs that were placed in service
between 1992 and 1994 and have a 20/50 rather than 40/60 set-aside.

In the discussion that follows, we begin by characterizing the overall housing market within
each MSA. This is followed by a description of the individual study properties and their
neighborhoods. For each MSA, we present a table summarizing the study properties and
their key characteristics. In addition, accompanying maps show the locations of the study
properties within the MSA as well as the locations of all eligible LIHTC properties
developed during the period covered by the study

Boston MSA
Overview of Housing Market

The Boston metro area has one of the tightest housing markets in the country. The overall
vacancy rate for rental units in the Boston metro area was 4.1 percent in 1998, compared with
6.7 percent for the Northeast region and 7.9 percent for the country as a whole.* Rents rose
by about 5 percent in 1998, continuing an increase that has lasted for several years.” High
rents are reflected in high FMRs: the 1999 FMR for a two-bedroom apartment in the Boston
area was $906.°

The Boston MSA has been designated by HUD as a difficult development area (DDA),
which qualifies tax credit projects for higher tax credit subsidies. As defined in IRS Section
42, a DDA is an area that has high construction, land, and utility costs relative to area median
gross income. Tax credit projects developed in DDAs are eligible to receive an increase (30
percent) in the eligible basis on which tax credits are calculated. In 1994 for example, some
17 percent of the LIHTC projects developed nationwide were located in a HUD-designated

DDA.

The 32 tax credit properties placed into service in the Boston MSA during 1992-1994 reflect
state priorities (embodied in Massachusetts’ Qualified Allocation Plan) for rehabilitation of
troubled inner city properties and for properties designed to serve special needs populations.
As shown in Figure 2-1, most of the properties are located in central city areas. More than

Census Bureau rental vacancy rates.
*  Michael Baker, Multifamily Housing Market: Northeast Region, Multifamily Trends, Spring 1999.

1999 FMRs are used for comparison in this study because the time frame is comparable to that of the rent
data collected.




four-fifths of the properties placed in service during this period were rehabilitated rather than
newly constructed, and nearly half are project-based Section 8 developments. At the time,
the Massachusetts Housing Finance Agency (MHFA) was faced with a large number of
troubled Section 8 multifamily properties on which it held the mortgages. The tax credit
program was viewed as an important resource for getting these units under new ownership
and for financing for needed rehabilitation.

Another important feature of tax credit development in the Boston area during this period is
use of the credit for properties designed to serve special needs populations. Although
properties identified as serving special needs populations were excluded from the study, we
found that more than one quarter of the Boston properties produced during this three-year
period serve predominantly special needs populations such as people with AIDS or with a
history of homelessness. A final feature of tax credit production in the Boston market is the
strong participation in the program of nonprofit sponsors. More than half of all properties
developed there in 1992-1994 were sponsored by nonprofit developers, which are particularly
numerous and active in the Boston area compared with most other metropolitan areas.

Study Properties and Neighborhoods

The eight properties selected for the study in the Boston area include three for-profit
sponsored properties and five nonprofit sponsored properties. As shown in Exhibit 2-3, the
properties range from 12 to 220 units, and all serve primarily families, as is reflected in the
large unit sizes (all eight properties include three-bedroom units, five include four-bedroom
units, and two offer five-bedroom units). Six of the properties have 100 percent qualifying
tax credit units, with the two remaining properties having more than 80 percent qualifying
units.

In terms of geographic distribution, seven of the properties are located in the city of Boston,
and the eighth property is located in Cambridge (see Figure 2-1). Among the Boston
properties, five are rehab properties in the impoverished, inner-city neighborhoods of
Dorchester and Roxbury.

Five of the properties are located in two of Boston’s oldest neighborhoods, Dorchester and
Roxbury—two high-poverty, high-crime residential areas characterized by poor-quality
housing and a high concentration of minority residents. Dorchester lies south of Boston
along Dorchester Bay, and Roxbury lies just west of Dorchester. While we define the
borders of Dorchester and Roxbury as the Boston Redevelopment Authority defines them,
some consider parts of Roxbury to be Dorchester. One long-time representative of a local

2-8



Counties in Boston MSA

Figure 2-1
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Exhibit 2-3
Boston MSA Study Properties

Property Total | LIHTC | Sponsor | Construction | Primary | Project- | Tenant-
Units | Units Type Type Population| Based Based
Served | Section 8 | Section 8
Hope Bay 45 45 For-profit Rehab Families 100% 0%
Morrant Bay 130 130 For-profit Rehab Families 100% 0%
Prang Estates 33 33 For-profit Rehab Families 0% 61%
Cottage Brook | 147 147 Nonprofit Rehab Families 100% 0%
Franklin Park 220 203 Nonprofit Rehab Families 71% 0%
Hyde Square 41 34 Nonprofit New Families 0% 29%
Stony Brook 50 50 Nonprofit [ New/Rehab | Families 0% 20%
Putnam Place 12 12 Nonprofit | New/Rehab Families 67% 33%

Source: Property manager interviews.

nonprofit housing developer attributed this phenomenon to the fact that Dorchester has less
of a stigma than Roxbury. Four of the study properties—all of which are scattered-site and
project-based Section 8—are located in eastern Roxbury close to the Dorchester border and
are considered by some locals to be in Dorchester. A fifth property is located near the
western edge of Roxbury not far from the border of Jamaica Plain, another Boston
neighborhood featured in the study.

The remaining Boston properties include two properties that were newly constructed in
Jamaica Plain by local nonprofits under a unique city-sponsored coop initiative. Jamaica
Plain is a very mixed neighborhood in terms of income and race/ethnicity and is the site of
considerable gentrification over the past few years. Finally, the eighth property was
originally developed by a nonprofit organization in the Cambridgeport/Riverside
neighborhood of Cambridge to serve previously homeless women. The City of Cambridge
has an extremely tight housing market, owing in part to the presence of Harvard and MIT.
Abutting Harvard Square, Central Square, and the Charles River, this neighborhood is one of
the more mixed Cambridge neighborhoods in terms of income and race, and, like Jamaica
Plain, it is undergoing considerable gentrification.

Below are descriptions of each Boston area property in the study:

Hope Bay. This 45-unit property is a 100-percent project-based Section 8 property
developed and managed by a local for-profit developer together with two other
Section 8 properties (one of which, Morrant Bay, is also a study property). The units
are scattered across several blocks in 16 mostly three-unit, three-story brick or stone
walkup buildings. The 85- to 100-year-old buildings are arranged in row-house
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configurations, interspersed with other non-LIHTC buildings, so that the LIHTC
buildings are indistinguishable from (and connected to) other privately owned
structures.  Located in Roxbury/Dorchester, this property was acquired in very
distressed condition from the Massachusetts Housing Finance Agency (MHFA) and
rehabilitated using tax credits and HUD’s Flexible Subsidy program. The residents
almost all have extremely low incomes (less than 30 percent of HUD area median).
They are approximately 60 percent African-American and 40 percent Hispanic,
mirroring the neighborhood in terms of income and race/ethnicity.

Morrant Bay. This property is similar to Hope Bay and is owned by the same for
profit developer. Containing 130 units (100-percent project-based Section 8) and
located in Roxbury/Dorchester, the property was acquired in very distressed condition
from the Massachusetts Housing Finance Agency (MHFA) and rehabilitated using tax
credits and HUD Flexible Subsidy. Like Hope Bay, the buildings are mostly three-
unit brick or stone structures scattered over several blocks in row-house
configurations. The residents almost all have extremely low incomes (less than 30
percent of HUD area median) and are approximately 60 percent African-American
and 40 percent Hispanic, also mirroring the neighborhood in terms of income and
race/ethnicity.

Prang Estates. This two-building, 33-unit rehab development in the western part of
Roxbury was developed and is managed by a local for-profit construction developer.
The wood-frame Victorian building and plain brick walkup adjacent to it are
architecturally incongruous with each other and offer no curb appeal, although they
appear to be better maintained than other housing in the area, which appears to be
distressed. The residents are mostly African American with some Hispanic and have
extremely low incomes, with nearly two-thirds having tenant-based Section 8.

Cottage Brook. Cottage Brook is a 147-unit, 100-percent project-based Section 8
property developed by a local community development corporation (CDC) active in
Roxbury and Dorchester. Like Hope Bay and Morrant Bay, discussed above, this
property consists primarily of units in 85- to 100-year old, scattered-site brick walkup
buildings. The property is located in the Dudley Street Triangle, a very small area
straddling North Dorchester and Roxbury which has been the focus of a major
housing redevelopment effort since the early 1990s and is now being targeted for
economic development. At the time it was acquired, Cottage Brook was an existing
project-based Section 8§ development in very poor physical condition and a haven for
drug activity, and, like Hope Bay and Morrant Bay, it was rehabilitated using HUD
Flexible Subsidy. The developer enjoyed strong support from the City of Boston,
MFHA, and numerous local organizations. Cottage Brook residents are about 60
percent African-American and 40 percent Hispanic, and most have extremely low
incomes.
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Franklin Park. Also located in Roxbury/Dorchester, Franklin Park Apartments is a
220-unit scattered-site development developed and managed by a nonprofit housing
developer. Like other several other Boston properties in the study, this property
consists primarily of units in old, scattered-site brick walkups. About three-quarters
of the units are project-based Section 8, with the other units covered by a state
housing assistance program. The developer worked closely with MHFA (the
mortgagee) in developing this existing project-based Section 8 property, which was
physically and financially distressed due to deferred maintenance and poor
management. The residents, mostly extremely low-income and about 70 percent
African American, 20 percent Hispanic, and 10 percent Haitian immigrants, reflect
the surrounding area.

Hyde Square Coop. Hyde Square Coop is a 41-unit development located in Jamaica
Plain, a very mixed and somewhat gentrifying neighborhood. This property was
developed by a nonprofit CDC under the Boston Coop Initiative, a city-sponsored
program which used the LIHTC program to develop a total of five properties
structured such that they will become coops when the compliance period is over. The
two- and three-unit, new construction wood-frame buildings were built in pockets
over a two-block area adjacent to a large public housing development. The units
appear to be in good condition. Resident income ranges from extremely low to
moderate income, and the upper income range at this property is higher than at most
of the other Boston study properties. Compared with the somewhat mixed and
gentrifying neighborhood, the tenancy of this property is lower income and has a
higher proportion of minorities (roughly three-quarters Hispanic and a quarter
African-American).

Stony Brook Gardens. Stony Brook Gardens is an attractive 50-unit townhouse-
style coop development in Jamaica Plain, a few blocks from Hyde Square Coop in a
slightly nicer part of the neighborhood. All but one of the 10 buildings are new
construction. Like Hyde Square Coop, this property was developed (and is currently
managed) by a nonprofit housing developer under the Boston Coop Initiative (see
above). Although the average income at Stony Brook Gardens is very low, incomes
range from extremely low to moderate, and this is the most mixed Boston area study
property in terms of incomes. As with Hyde Square Coop, the tenancy of this
property is lower income and has a higher proportion of minorities (about half
Hispanic and half African-American) compared with the neighborhood.

Putnam Place. Putnam Place is a 12-unit, two-building development located in the
Riverside/Cambridgeport area of Cambridge. The property, which is in good
condition and in a desirable location, includes a century-old wood-frame building and
a new construction building in a similar style. While Putnam Place was originally

212



developed by a nonprofit housing developer to serve women with a history of
homelessness, it no longer targets this population. All 12 households have Section
8—eight have project-based certificates for participants in the Family Self-
Sufficiency program, and four have tenant-based Section 8. This property houses
mostly extremely low-income residents, significantly poorer than the surrounding
neighborhood. The property also has a higher concentration of minorities: the
residents are three-quarters African-American, 15 percent white, and 10 percent
Hispanic, compared to the neighborhood, which is about half white and half African-
American and other minorities.

Kansas City
Overview of Housing Market

The Kansas City metro area has a moderately tight rental housing market. The vacancy rate
for rental units in the Kansas City metro area was 7.5 percent in 1998, slightly lower than the
rate of 7.9 percent for both the Midwest region and for the country as a whole.” The 1999
FMR for a two-bedroom apartment in the Kansas City area was $534.

The Kansas City area tax credit properties placed in service from 1992 to 1994 are almost all
family developments. As shown in Figure 2-2, about two-thirds of the properties in the
universe are located in the central city, with about one-third in the suburbs. The properties in
the central city reflect the City’s goal to revitalize the urban core of Kansas City, which is
home to some of Kansas City’s worst housing stock and lowest-income citizens. Most of the
housing in this area was built in the late teens, 1920s and 1930s, with some structures as old
as the 1890s. The City’s strategy is to rebuild the city core through mixed-income
communities and economic development, with housing tax credits playing a pivotal role. As
the largest city in the state of Missouri, Kansas City receives 33 percent of the state tax credit
allocation. In making allocations, the Missouri Housing and Development Corporation
(MHDC) asks the Kansas City Community Development Department to rate applicant
projects. From the City’s perspective, projects which involve local funds receive a higher
rating than those that do not.

" Census Bureau rental vacancy rates.




Figure 2-2 ,
Map of LIHTC Projects

in Kansas City MSA i

by Census Tract Poverty Rate

0 2 4
miles

Counties in
Kansas City MSA

Clinton

Platte Clay Ray

Johnson

Cass

Types of Eligible Properties*

AProperty in Sample
OProperty Not in Sample

(Missouri)
in
Jackson

Poverty Rate (Census Tract) **

0% to 10%
10.1% to 30%
30.1% to 50%
50.1% to 100%

= Poventy rae data from US Census (1990).

R




Study Properties and Neighborhoods

The nine Kansas City area properties selected for the study include four for-profit sponsored
properties and five nonprofit-sponsored properties. As shown in Exhibit 2-4, eight of the
properties serve families, and one (a for-profit) serves primarily elderly residents. Eight of
the properties have 100 percent qualifying tax credit units, and one has 92 percent qualifying
units.

Exhibit 2-4
Kansas City MSA Study Properties

Property Total | LIHTC Sponsor | Construction | Primary | Project- | Tenant-
Units | Units Type Type Population| Based Based

Served | Section 8 | Section 8
Askew Saddlery | 60 55 For-profit Rehab Families 0% 0%
Quality Hill IIB 84 84 For-profit New Families 0% 5%
Squire Park 16 16 Nonprofit New Families 0% 0%
The Courtyard 39 39 Nonprofit Rehab Families 0% 26%
MIK Village 108 108 For-profit | New/Rehab Elderly 50% 3%
Blue Hills 20 20 Nonprofit Rehab Families 0% 35%
Rockford Hill 78 78 Nonprofit Rehab Families 0% 5%
Jefferson Place 15 15 Nonprofit | New/Rehab | Families 0% 0%
Westchester 33 33 For-profit New Families 0% 9%

Source: Property manager interviews.

Eight of the nine study properties in the Kansas City MSA are located central city locations,
while one is located in the small town of Oak Grove. The eight central city properties are
located in the urban core of the city, a 110-square-mile area of Kansas City, defined as the
river to 75th Street, State Line to 1-435, excluding the Country Club Plaza area. Within the
urban core exists some of Kansas City’s worst stock and lowest income citizens. As
mentioned earlier, most of the housing stock in this area was built in the late teens, 1920s and
1930s. This area has been an area of focus for city revitalization efforts for some time. The
urban core could be described as primarily low income and African American.

Within this urban core, the study properties are located within distinct neighborhoods. One
property (Askew Saddlery) is located in the River Market neighborhood, bordering
downtown, where the city was originally founded. The area is now home to the city’s
Farmers Market, renovated historic buildings, nightlife, museums, and an eclectic
commercial area. Many of the old hotels in the neighborhood have also been converted to
loft style apartments. The area is in demand (properties maintain 99 percent occupancy) by
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young office workers looking for housing near downtown. Demographically the
neighborhood is mixed.

Another property (Quality Hill Phase IIB) is located in Quality Hill, a small neighborhood
within the 10-block Hospital Hill area that is home to the large Truman medical center which
was jointly developed by the city and the University of Missouri at Kansas City (UMKC).
Bordered by the river, an interstate highway, and a bluff, the neighborhood was the focus of a
major revitalization effort undertaken by the City and private developers to turn around a
declining historic neighborhood. The neighborhood has a heavy population of young, single
workers and students.

About two miles south of downtown on opposite sides of Troost Avenue are two distinct
neighborhoods. The Beacon Hill neighborhood, east of Troost Avenue, is primarily African
American longtime residents and is home to one study property. The Longfellow
neighborhood, west of Troost Avenue, is a more diverse “melting pot” with longtime
residents, but also young professionals moving into the neighborhood. Two properties are
located in the area straddling the Beacon Hill and Longfellow neighborhoods, and another is
located about six miles further down along the Troost Avenue corridor.

Further south is another central city neighborhood called Squire Park, located along the
Paseo, the oldest boulevard in Kansas City. The area, which is home to one of the study
properties, has always had a large multifamily housing stock. This neighborhood has been a
target for city revitalization for a number of years evidenced by the mix of new construction,
rehabilitation, and for-sale development.

The Westside neighborhood, which is home to one study property, is different from the rest
of the city in several ways. First, demographically, the residents of the west side are
Hispanic, and the neighborhood has the lowest median income in the city. The neighborhood
is also characterized by its very old and poor housing stock—some of the oldest in the city.
The other distinguishing characteristic of the neighborhood is that it was cut off from the rest
of the city and nearly destroyed by highways developed in the 1950s and 1960s.

Finally, the only study neighborhood located outside of Kansas City is the small town of Oak
Grove. Though becoming a bedroom community of Kansas City, Oak Grove is still very
much a small rural town, surrounded by farmland. Oak Grove has a main street, small
businesses, and has been spared the strip malls that characterize suburban neighborhoods.
The town is primarily white and low to middle income.

Below are descriptions of each Kansas City area property in the study:

Askew Saddlery. This 84-unit development, located in an up-and-coming, fairly
trendy neighborhood just north of downtown called the River Market area, is a
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converted warehouse that once served as a saddle factory. A local for-profit
developer transformed the warehouse into a six-story building offering loft
apartments with large windows and 16- to 34-foot ceilings, as well as a host of other
amenities. The residents are mostly young, working singles without children. Their
incomes are low (50 to 80 percent of area median income) or very low (30 to 50
percent of area median), considerably less than their middle- and upper-income
professional neighbors. None have Section 8. The racial mix, which includes both
African Americans and whites, is reportedly reflective of the neighborhood in which
the project is located.

Quality Hill Phase IIB. Quality Hill Phase IIB is a very nice 84-unit garden-style
property newly constructed in Quality Hill, a largely redeveloped inner city
neighborhood just west of downtown. Although the property is 100 percent tax credit
units, it is part of the larger New Quality Hill, a mostly market-rate development that
includes rehabilitated historic buildings and infill housing, developed by a large for-
profit developer. The property is very well maintained, and all the units have high-
quality appliances and amenities, including access to a pool. Like the rest of the
neighborhood, the residents are mostly working, childless singles in their 20s or early
30s, about five percent of whom have Section 8. On the whole, the property’s
residents are lower income than their professional neighbors.

MLK Village Apartments. Located in the low-income, inner city neighborhood of
Beacon Hill, a few miles south of downtown, MLK Village Apartments is the only
study property in the Kansas City MSA to serve primarily elderly and disabled
residents. The property, developed by a for-profit entity created by the Black
Economic Union and the Citizens Housing Information Center, consists of a
rehabilitated mid-rise building that once served as a hospital, a newly constructed
mid-rise apartment building, and eight new townhouse units, for a total of 108 units.
Security is a major emphasis and a major draw of the property, providing relative
safety in a neighborhood where crime is perceived to be a problem. Half the units
have project-based Section 8 certificates. The residents are over 90 percent African
American and extremely low income, like the surrounding neighborhood.

The Courtyard Apartments. This nonprofit-sponsored property (also referred to as
Take Part III and unrelated to Blue Hills Take Part III) is a 39-unit rehab property on
Troost Avenue, straddling the Beacon Hill and Longfellow neighborhoods. The three
attractive three-story walkup buildings facing a common courtyard offer considerable
curb appeal, although the interior hallways and units show some signs of wear. The
property serves very low- and extremely low-income single-headed African-
American families, some working and some on public assistance, about a quarter of
whom have Section 8. The neighborhood, although primarily African American, is
somewhat more mixed racially than the property.

2-17



Blue Hills. Blue Hills Take Part III (Blue Hills) is a 20-unit rehab property
developed by a local nonprofit in the area straddling Longfellow and Beacon Hill,
near the Courtyard Apartments. The property received CDBG financing, and the
"Take Part" reference comes from a city-wide effort to provide low-income housing
in the City during the early 1990s. The property’s three two-story buildings, which
are on different sites a few blocks apart, are well maintained but offer little curb
appeal. Its residents are mostly very low- or extremely low-income single-headed
families with children and elderly residents. About one-third of the residents receive
Section 8 assistance.

Squire Park. Squire Park is a very attractive townhouse property newly constructed
by a nonprofit housing developer in Kansas City’s Squire Park neighborhood about
two miles south of downtown. The well maintained property is striking from the
street, with its well tended lawn and a wrought iron fence fronting the street. All 16
of the units in this 100 percent tax credit property are large, three-bedroom townhouse
units with individual decks. The working families who live at Square Park fit in well
to the surrounding neighborhood, which is low to moderate income and fairly mixed
racially. None of the households have Section 8.

Rockford Hill. This 78-unit property is located along the Troost commercial corridor
about six miles south of The Courtyard, in the high-crime area of south central
Kansas City. The nonprofit developer secured a sizable amount of CDBG funding for
the rehabilitation of this property. Situated amidst a heavy concentration of
subsidized housing, its eight brick buildings are densely configured with very little
open space and no curb appeal. The residents, almost all African American, are
mostly working families and some singles and seniors, all of whom have very low or
extremely low incomes. About five percent have tenant-based Section 8. In terms of
income and race/ethnicity, the residents largely reflect the surrounding neighborhood.

Jefferson Place. This 15-unit property was developed in the mostly Hispanic
Westside neighborhood by a local nonprofit housing developer. The small scale of
the three new construction buildings and rehabilitated duplex fits in well to this
mostly single-family neighborhood. The residents are primarily working Hispanic
families with extremely low incomes, reflective of the surrounding neighborhood, and
none of the households have Section 8.

Westchester Village. Located in the small town of Oak Grove about 30 miles east of
Kansas City, Westchester Village is the only study property in the Kansas City MSA
that is not in Kansas City proper. Built by a small for-profit developer in a quiet
town, this 33-unit property borders farmland on one side. Its 12 attractive and well
maintained one-story serve primarily working families with children. Amenities




include carport parking, central air conditioning, microwave ovens, garbage disposals,
and two bathrooms. The mostly white residents reflect the racial composition of the
greater community. Three households have tenant-based Section 8.

Miami
Overview of Housing Market

The Miami metro area includes the City of Miami, unincorporated Miami/Dade County, and
several other towns and cities. The Miami metro area has the softest rental housing market of
any in the study, with a vacancy rate for rental units in the Miami metro area of 9.8 percent in
1998, slightly lower than the 1997 rate of 10.0 percent. Miami’s 1998 vacancy rate is
slightly higher than the rate of 9.6 percent for the South region and considerably higher than
the 7.9 percent rate for the nation.® The 1999 FMR for a two-bedroom apartment in the
Miami area was $566.

The properties placed in service in Miami from 1992 to 1994 reflect Florida’s Qualified
Allocation Plan’s priorities for projects serving families. All but one of the properties serve
primarily families, although three properties have a number of units set aside for the elderly
under the State Apartment Incentive Loan (SAIL) program. As shown in Figure 2-3, the
properties placed into service during the study period are scattered throughout the greater
Miami area.

Study Properties and Neighborhoods

The eight Miami area properties selected for the study include four for-profit-sponsored
properties and four nonprofit-sponsored properties. As shown in Exhibit 2-5, all of the
properties serve primarily families, although two have a number of units set aside for the
elderly under the state’s SAIL program. Seven of the eight properties have 100 percent
qualifying units, and the eighth property has 83 percent qualifying units.

The Miami MSA is home to the study’s three largest properties. Another notable
characteristic is the surprising amount of rehab, given the amount of new construction in the
overall apartment market in the greater Miami area. Four of the properties were rehabilitated:
one with Section 8, one as a historic building, and two after heavy damage by Hurricane
Andrew.

®  Census Bureau rental vacancy rates.
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Exhibit 2-5
Miami MSA Study Properties

Property Total | LIHTC| Sponsor [Construction | Primary | Project- | Tenant-
Units | Units Type Type Population| Based Based
Served | Section 8 | Section 8
St. John 35 35 Nonprofit New Families 0% 6%
Edison Terraces II 60 50 Nonprofit New Families 0% 5%
Gardens 328 328 For-profit Rehab Families 100% 0%
Walden Pond 290 290 Nonprofit New Families 0% 0%
Cutler Hammock 262 262 For-profit New Families 0% 0%
Teal Pointe 45 45 Nonprofit Rehab Families 0% 0%
Homestead Plaza 28 28 For-profit Rehab Families 0% 25%
Riviera 56 56 For-profit Rehab Families 0% 38%

Source: Property manager interviews.

The Miami MSA properties are spread out over a large geographical area stretching 50 miles
north to south. Two of the properties are located in the City of Miami; one is in Opa-Locka;
two are in unincorporated Miami; two are in the city of Homestead; and one is in Miami
Beach. The two City of Miami properties are nonprofit-sponsored new construction
developments located in poor, African-American neighborhoods. The Opa-Locka property is
a for-profit Section 8 project in one of the most troubled areas of Dade County. Two
properties were newly constructed in working class areas of unincorporated Miami, and
another two properties were rehabilitated (one by a nonprofit and one by a for-profit
developer) in marginal areas of Homestead after heavy damage from Hurricane Andrew. The
last property is a for-profit sponsored historic rehab project in Miami Beach.

The study neighborhoods in the City of Miami include Liberty City and Overtown, both of
which are impoverished, almost exclusively African-American neighborhoods with little
viable commercial activity. Despite its central location adjacent to the downtown core,
Overtown i1s a largely decayed neighborhood, with poor housing quality, almost no
commercial activity, rampant crime, and a declining population. A few miles north of
downtown just off the north-south interstate highway, Liberty City is slightly less
impoverished, with somewhat better housing conditions and slightly more commercial
activity.  Outside the city limits, a few miles northwest of Miami’s Liberty City
neighborhood, is the small city of Opa-Locka, one of greater Miami’s most distressed and
crime-ridden areas. Characterized by poor-quality single-family homes and Section 8
buildings, Opa-Locka has almost no economic base and seems to be declining.
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Farther north is the area of North Dade County, a sprawling, low-to-moderate-income area of
unincorporated Miami which is home to a large sports arena and racetrack as well as one of
the study properties. At the opposite end of unincorporated Dade County, to the south, is
Cutler Ridge, a another sprawling, low-to-moderate-income area located just off the Florida
turnpike. A few miles south of Cutler Ridge is Homestead, a small working-class city
devastated by Hurricane Andrew in 1992. The two Homestead properties are located in the
southeast and northeast neighborhoods of the city, both of which are fairly low income and
home to migrant farm workers.

The last study neighborhood in the Miami area is South Beach in the City of Miami Beach.
South Beach is a tourist destination with a healthy commercial area and a very mixed
population in terms of income, race/ethnicity, and age. South Beach’s demographics have
shifted over the past several years from mostly elderly residents to more young professionals
and growing Hispanic and gay populations. The quality of housing has improved since a
decade ago, when there were several abandoned buildings and several vacant hotels.

Below are descriptions of each Miami area property in the study:

St. John Apartments. This property is a 35-unit development consisting of three
walkup buildings on two sites a block apart in the impoverished inner city
neighborhood of Overtown, adjacent to downtown. Developed by a local nonprofit
CDC, St. John is the first new construction in Overtown in more than 50 years.
Managed by a small for-profit management company, the property is in fair condition
but is considerably better maintained than other housing in the neighborhood, and it
offers central air conditioning. The residents have mostly very low or extremely low
incomes and are African American, mirroring the neighborhood in terms of income
and race.

Edison Terraces II. This 60-unit property consists of two five-story buildings in the
struggling inner city neighborhood of Liberty City. The development is the fifth new
construction tax credit property developed in a two-block area by the same nonprofit
CDC—together, the five developments total 341 units—and is currently managed by
the same out-of-state for-profit management company that manages the Gardens,
another study property. With 50 tax credit units, Edison Terraces 1II is the only Miami
area property in the study that is not 100 percent qualifying, although the non-tax
credit units are covered by HOME rent restrictions. The residents, who are all
African American and generally have very low incomes, reflect the neighborhood in
terms of racial/ethnic mix and income level.

Gardens. This 328-unit development located in the distressed city of Opa-Locka was
acquired as a vacant, dilapidated HUD-held property and rehabilitated by a local for-
profit developer using tax credits. The development package included a 15-year loan
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nanagement Section 8 contract on 100 percent of the units. The development
consists of eight very large barracks-style buildings on two sites a few blocks apart,
and one of the sites is surrounded on two sides by a junkyard. Despite having been
called the “Jewel of Opa-Locka” by the mayor, this property is the target of sting
operations to eliminate drug activity and is in perhaps only slightly better condition
than much of the poor quality housing stock found throughout this small city. The
residents generally have extremely low incomes and are almost all African American.
As with the other Miami area properties, the residents are a reflection of the

surrounding neighborhood.

Walden Pond. This pleasant and well maintained 290-unit property in North Dade
County consists of 14 walkup buildings situated at the edge of a small artificial lake
with a fountain. One of the more upscale properties in the study, this property offers
a swimming pool, clubhouse, fitness center, and tot lot, as well as individual
balconies and central air conditioning. The property was developed by a joint venture
that included the same nonprofit CDC that built Edison Terraces II and the same for-
profit firm that developed Cutler Hammock (see below). It is managed by one of the
country’s largest management companies, which also manages the two latter
properties. The neighborhood is sprawling and poorly defined, and the immediate
area of the property includes a troubled apartment building, a well-maintained seniors
building, and a struggling condo development. The residents are mostly working
single-parent-headed families with low or very low incomes. The racial/ethnic mix is
about half African American and half Hispanic.

Cutler Hammock. Cutler Hammock is another large (262 units) multi-building
property newly constructed by the same for-profit developer that helped build Walden
Pond. This property lies near the southern border of unincorporated Dade County in
an area known as Cutler Ridge. The property, which is well maintained and offers a
pool and central air conditioning, is located in a pocket of mostly small, modest
single-family homes and three other tax credit properties in good condition. This
pocket straddles two neighborhoods: a middle-income neighborhood and the poor,
mostly African-American, neighborhood of Goulds. The property’s residents are
mostly very-low-income families with children, although 53 units are set aside for
elderly. The racial mix is about a third African American, a third Hispanic, and a
third white, which is similar to the immediate area.

Teal Pointe. Teal Pointe is a two-building 45-unit property located in Homestead.
After heavy damage from Hurricane Andrew, it was rehabilitated by a nonprofit-
headed joint venture that included the same for-profit enterprise that built Cutler
Hammock and Walden Pond. Like those two properties, Teal Pointe offers a
swimming pool and central air conditioning. The property’s mostly Hispanic and
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Haitian residents, many of whom are seasonal farm workers, reflect the greater
community.

Homestead Plaza. Like Teal Pointe, Homestead Plaza is located in Homestead and
was rebuilt using tax credits after major hurricane damage. The developer is a small
construction contractor with no experience with the tax credit program who acquired
the property in uninhabitable condition and rehabbed it with intent to sell the units as
condominiums after the compliance period. The modest property consists of a single
28-unit concrete-block building and a pool that has been permanently closed due to
the high costs of maintenance. A small management company keeps the property in
fair condition. The residents are mostly Hispanic and African American with
extremely low incomes, and, like the residents of Teal Pointe, many are seasonal farm
workers. About one-fourth have tenant-based Section 8.

Riviera. Located in Miami Beach within walking distance of the beach and
shopping, this well maintained historic art deco building was restored using tax
credits by a local for-profit developer who specializes in historic residential buildings.
The residents are about half elderly and half families generally without children.
Over a third have tenant-based Section 8, and most of the certificate and voucher
holders are elderly. Resident income is generally low or extremely low. About two-
thirds of the tenants are Hispanic, close to a third are white, and two families are
African American. The property’s racial/ethnic mix is similar to the neighborhood,
but it has proporticnally more elderly than the neighborhood, whose elderly
population is declining.

Milwaukee

Overview of Housing Market

The Milwaukee metro area has a relatively soft rental housing market. The vacancy rate for
rental units in the Milwaukee metro area was 8.9 percent in 1998, somewhat higher than the
rate of 7.9 percent for both the Midwest region and for the country as a whole, and a half a
point higher than the 1997 rate of 8.4 percent for the MSA.” The 1999 FMR for a two-
bedroom apartment in the Milwaukee area was $605.

Twelve LIHTC properties were placed in service between 1992 and 1994 in the Milwaukee
metropolitan area.'” The 12 properties were evenly split between nonprofit and for-profit

®  Census Bureau rental vacancy rates

' In the Milwaukee metropolitan area, there were 13 separately funded LIHTC projects placed in service
between 1992 and 1994 with 10 or more units. However, we treat Mariners Pointe I and II as one project,

2-24



sponsored owners. As shown in Figure 2-4, five of the properties are located in low-poverty
areas outside the city of Milwaukee. By contrast, the Milwaukee City properties tend to
border extremely high poverty areas, either in the outermost census tract with a poverty rate
above 50 percent or in the first census tract outside the extremely high-poverty area.

The Milwaukee LIHTC properties placed in service between 1992 and 1994 also show a
clear distinction between the nonprofit and for-profit sponsored properties. The for-profit
sponsored properties tend to serve primarily elderly people in suburban locations, whereas
the nonprofit properties tend to serve families in the city of Milwaukee. Four of the six for-
profit properties are located in low-poverty suburban areas with three of those four serving
elderly tenants. In contrast, all six of the nonprofit properties serve families in the city of
Milwaukee with the exception that one nonprofit property is about evenly split between
elderly and family residents. The distinction between city and suburban properties, although
not necessarily the sponsor type, appears to be driven by two factors. First, almost half of
Milwaukee’s public housing serves elderly and disabled residents, and the local housing
authority is having difficulty maintaining high occupancy rates in these projects."
Meanwhile, there is a long waiting list for family public housing units, so city policy makers
are more receptive to tax credit properties serving families in the city. Second, developers
reported that the suburban areas were more receptive to elderly developments, because they
increase the property tax base without utilizing school resources and because elderly people
are perceived to be much less likely to engage in criminal activities.

Study Properties and Neighborhoods

Two-thirds of the Milwaukee-area properties were selected for the study, and as shown on the
Map (Figure 2-4), they are representatively spread throughout the metropolitan area. The
Milwaukee MSA properties and their basic characteristics are shown in Exhibit 2-6. The
eight Milwaukee area properties selected for the study include four for-profit sponsored
properties and four nonprofit sponsored properties. As shown in the exhibit, four of the
properties serve primarily seniors and four serve primarily families. This concentration of
elderly properties is unique among the five MSAs included in the study.

The study properties have between 37 and 115 units, almost all of which are qualifying units.
Five of the eight properties have 100 percent qualifying units, with the other three having 88
percent, 92 percent, and 99 percent qualifying units. All of the developments consist of
townhouses or low-rises/walkups, none higher than three stories. Nevertheless, the new

because they are part of the same development and managed as one development, hence we refer to the
universe as containing 12 LIHTC projects.

""" They are studying whether or not there is a shortage of housing for elderly residents who qualify for
LIHTC properties, but tend to be higher-income than the public housing residents. (Interview with HUD
Regional Economist, April 30, 1999).
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construction properties tend to stand out in their neighborhoods, because they are larger or
more spread out than the surrounding housing, are built in relatively undeveloped areas, and
because of their newness.

Consistent with the universe of eligible LIHTC properties in Milwaukee, the for-profit study
properties tend to serve elderly people in suburban areas, whereas the nonprofit properties
tend to serve families in the city. Furthermore, as shown in Exhibit 2-6, the City of
Milwaukee properties tend to be rehabilitated developments rather than new construction.
Only two of the five city developments are new construction. Milwaukee City development
officials prefer rehabilitated properties because of the large amount of multifamily housing
with deferred maintenance needs and vacancies in the city. All three suburban properties
were new construction and built on previously undeveloped land. Two of them were built on
former wooded or marshy areas, whereas the third was built on property owned by a
manufacturing company that had unused property on the outskirts of its facility.

Exhibit 2-6
Milwaukee MSA Study Properties

Property [ Total | LIHTC| Sponsor | Construction | Primary | Project- | Tenant-
Units | Units Type Type Population| Based Based

Served | Section 8 | Section 8
YW Village EastII | 100 100 Nonprofit Rehab Elderly* 16% 2%
YW Village West 71 65 Nonprofit Rehab Families 0% 7%
Garden West 40 40 Nonprofit Rehab Families 0% 3%
Parkwest 38 38 Nonprofit New Families 0% 26%
Mariner’s Pointe 115 115 For-profit New Families 0% 0%
Maple Crest 112 112 For-profit New Elderly 0% 2%
Williamstown Bay 52 46 For-profit New Elderly 0% 0%
River Oaks 37 37 For-profit New Elderly 0% 3%

* This property includes a 56-unit building serving elderly and a 44-unit building serving families.
Source: Property manager interviews.

Among the for-profit study properties in the Milwaukee MSA, three are suburban new
construction developments for the elderly and one is a new construction family development
in Milwaukee. The nonprofit properties, all in central city locations, include two rehab
developments serving primarily families, one rehab property serving elderly and families,
and a new construction property serving families.

As shown on the map (Figure 2-4), the study properties are located in three suburban areas
and four Milwaukee neighborhoods with two properties several blocks apart in the same
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neighborhood of Milwaukee. The five family developments are all located in the city of
Milwaukee, three within a mile of each other in the low-income and predominantly African-
American Concordia neighborhood to the west of Marquette University. The city, the
university, the YWCA and other nonprofit organizations, and several large employers (e.g.,
Harley Davidson) are trying to revitalize these areas. One of the family developments is in
the Parkwest neighborhood, an extremely distressed neighborhood with lots of vacant land,
but bordering one of the more racially diverse and middle income areas of Milwaukee,
Sherman Park. Two of the three suburban senior properties are located in different middle-
to-upper income, predominately white towns about a 30 minute drive from Milwaukee. The
third is a few minutes south of Milwaukee in a working class area.

Below are descriptions of each Milwaukee area property in the study:

YW Village East II. YW Village East is a 100-unit property developed by YWCA
through the rehabilitation of a vacant, dilapidated, and crime-ridden project in a very
low-income area a few blocks west of Milwaukee’s Marquette University. This
property was developed in conjunction with YW Village West, a 72-unit development
about five blocks west, and while the neighborhood still has a crime problem, the two
developments have been a force in removing most of the conspicuous signs of crime
and gang activity. One of the two buildings of YW Village East serves exclusively
elderly residents (56 units), while the other building serves primarily single-headed
households with children (44 units). Sixteen of the senior units have project-based
Section 8 certificates. Overall, the facilities and grounds seem very well maintained,
but the studio units are extremely small (342 square feet). The residents, who are
very low- and extremely low-income and a mix of about 70 percent African American
and 30 percent other minorities, reflect the surrounding neighborhood.

YW Village West. YW Village West was developed by the YWCA along with YW
Village East II. Like its eastern counterpart five blocks away, this property was once
a vacant project taken over by drugs and prostitution. Overall, the facilities and
grounds seem well maintained, but the apartments are small (even smaller than YW
East). There is a learning center in the main building open to the entire neighborhood
and a courtyard with a play ground and barbecue facilities between the other two
buildings. The residents are very low income, with rent restricted to people earning
less than 50 percent of the median. The income level and racial mix of the residents
is similar to the surrounding neighborhood—very low and extremely low income and
about 70 percent African American.

Garden West. Garden West i1s a rehabbed two-building development in the
Concordia neighborhood of Milwaukee, about two blocks west of YW Village West
and seven blocks west of YW Village East II. Prior to the redevelopment, the area
was known as “drug central,” and while the property manager claims that the
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landlords and residents have cleaned it up, there are still crime problems just to the
west of the development. The buildings are quite old with minimal curb appeal, like
most of the other developments on the street. The apartments are small, bare, and
worn, and the only amenity other than carpet and blinds is an outside parking lot.
One or two adults live in each unit, and eight units are rented to participants in a
homeless assistance program. The residents are extremely low-income African-
Americans, although few receive rental assistance other than those in the homeless
assistance program.

Parkwest Townhomes. This attractive town house development is a nonprofit
sponsored 38-unit property built on land cleared 25 years ago to construct a freeway
that was never built and that had been vacant ever since. The area was a poor, central
city location with 90 percent African-American residents, boarded-up housing and
commercial space, and rampant crime. The goal of the developer was to build high-
quality units to attract working and other relatively higher-income people to the
neighborhood. Today, Parkwest is credited with reducing reported crime and
providing significant symbolic and actual reinvestment in the neighborhood, although
there are still several boarded-up houses and commercial buildings in the area
surrounding the property. Two more phases of the development will be eventually
built on other nearby land that was cleared for the freeway. The residents of Parkwest
are mostly African American families with very low or extremely low incomes,
similar to the neighborhood.

Mariner’s Pointe. Mariner’s Pointe is a newly constructed, for-profit development
serving primarily families on the north side of Milwaukee. The 112-unit town house
development was built on previously undeveloped land and is still bordered by open
space but is just blocks away from major roads and shopping centers. The town
homes look luxurious, with private entrances, attached garages, central air,
dishwashers, and washers and dryers in every unit. The residents are low-income in a
neighborhood that has a mix of low- and middle-income residents.

Maple Crest. Maple Crest is a 112-unit for-profit property in upscale Port
Washington (the jewel of the Great Lakes), about 40 minutes north of downtown
Milwaukee. The four-building development, which is very well maintained, takes up
10 acres of previously wooded land in western Port Washington, just inside the city
limits. The residents are all low-income, white elderly residents, although one
building contains 10 SRO units that house some younger disabled tenants. Services
for the elderly, such as on-site prepared meals and van service, are provided for a fee
by social service agencies.

Williamstown Bay. Williamstown Bay-Cudahy II contains 52 units and is the
second phase of a three-phase, for-profit sponsored tax credit project (totaling 144
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units) serving elderly residents in the working and middle-class suburb of Cudahy.
The three newly constructed three-story properties, all blue with the same design,
stand out compared to the single-family homes and smaller apartment buildings in the
area. The lawns and building are in excellent condition, and each unit is completely
disabled accessible. The mostly white elderly residents reflect the racial makeup of
the surrounding neighborhood but have lower incomes. None of the residents have
Section 8.

River Oaks. River Oaks is a 37-unit, for-profit development serving elderly tenants
in Hartland, an upscale suburb about 30 minutes from downtown Milwaukee. Built
on previously undeveloped wooded and marshy land, the buildings look out over a
scenic marsh. Almost all of the tenants are elderly (average age of 80) widowed,
white females who grew up nearby and have a family support network. They have
low incomes, tending to be between 50 and 60 percent of the median.

Oakland
Overview of Housing Market

The Oakland metro area has a relatively tight rental housing market. The vacancy rate for
rental units in the Oakland metro area was 6.0 percent in 1998, somewhat lower than the rate
of 6.7 percent for the West region and considerably lower than the nationwide vacancy rate.
However, the vacancy rate in Oakland rose sharply from 4.4 percent the previous year.'> The
1999 FMR for a two-bedroom apartment in the Oakland area was $861. Like Boston, the
Oakland MSA has been designated by HUD as a DDA.

The properties placed in service from 1992 to 1994 reflect California’s Qualified Allocation
Plan’s priorities for properties developed with the participation of local tax-exempt entities
and serving special needs populations. More than three-quarters of the projects placed in
service during that period have nonprofit sponsors, and over a third of the developments in
the universe serve special needs populations or are single-room occupancy projects (SROs)
(again, the study excluded properties serving primarily special needs residents). As shown in
Figure 2-5, the properties in the universe are evenly distributed in central city and suburban
locations.

12

Census Bureau rental vacancy rates
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Figure 2-5
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Study Properties and Neighborhoods

As shown in Exhibit 2-7, the six properties selected for the study include two for-profit-
sponsored properties and four nonprofit-sponsored properties. The two for-proﬁt-sponsofed
properties are the only properties in the study with a 20/50 set-aside, and one of them is the
only study property in the Oakland MSA that serves primarily the elderly (the other five
properties serve primarily families). All the study properties were newly constructed with the
exception of one nonprofit-sponsored property that was rehabilitated after major earthquake
damage.

Exhibit 2-7
Oakland MSA Study Properties

Property Total | LIHTC| Sponsor | Construction | Primary | Project- | Tenant-
Units | Units Type Type Population| Based Based
Served | Section 8 | Section 8
Drasnin Manor 26 26 Nonprofit New Families 0% 12%
Hismen Hin-Nu 92 92 Nonprofit New Families 0% 22%
Santana Apts 30 30 Nonprofit Rehab Families 0% 0%
Richmond 64 64 Nonprofit New Families 0% 2%
Del Norte 135 27 For-profit New Families 0% 0%
Villa San Ramon 118 24 For-profit New Elderly 0% 0%

Source: Property manager interviews.

Geographically, three of the properties are located in Oakland, and three are in the cities of
Richmond, El Cerrito, and San Ramon. Two of the Oakland properties and the Richmond
property were all newly constructed in very distressed neighborhoods by experienced
nonprofit CDCs or housing developers. The third Oakland property is located in a somewhat
more mixed neighborhood and was rehabilitated after a major earthquake by a nonprofit
organization with no prior housing development experience. The property in El Cerrito was
developed in a mixed neighborhood by a for-profit firm with extensive experience in the
LIHTC program. Finally, the San Ramon property is a fairly luxurious home for the elderly
developed in an almost all-white, upper-middle-income community by a for-profit
partnership.

The study neighborhoods include two different Oakland neighborhoods, as well as one
neighborhood in each of the other three cities. The first Oakland neighborhood, which is
home to two of the study properties, is located in the eastern part of the San Antonio district
along the East 14th Street (also called International Boulevard) commercial corridor. A very
low-income neighborhood characterized by rampant crime, poor housing quality, and
struggling mom and pop stores lining the corridor, this neighborhood is one of the most
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distressed areas in the Oakland MSA. The second neighborhood, also located in the San
Antonio district but closer to the moderate-income area of Lake Merritt, is somewhat more
mixed than the first neighborhood in terms of income level and quality of housing. The
racial/ethnic makeup of both neighborhoods is mostly African American with some Asian
and Hispanic residents.

The city of Richmond is a fairly low-income community located just north of Berkeley and
Oakland, and the Richmond study neighborhood is another of the most distressed
neighborhoods in the Oakland MSA. Called the Iron Triangle, this crime-ridden
neighborhood is cut off from the rest of the city by railroad tracks on the northeast and
northwest, and by a freeway to the south. The quality of housing and commercial areas in the
Iron Triangle is very poor, with many abandoned structures. The only viable commercial
activity seems to be the retail development built with federal funds in conjunction with and
adjacent to the study property.

Also to the north of Berkeley is the moderate-income suburb of El Cerrito, located just east
of Richmond. The study property is located along a major artery that divides two
neighborhoods. A block to the west lies a freeway, beyond which are the blue collar/low-
income flatlands of Richmond, where mostly African Americans live. A block to the west is
the beginning of a moderate-income hillside residential neighborhood which houses mostly
white and some Asian residents. The last study neighborhood is in the upper-middle income,
almost exclusively white suburb called San Ramon, which lies in a fairly rural area about an
hour east of Oakland. The immediate area of the property is a community for the elderly.

Below are descriptions of each Oakland area property in the study:

Drasnin Manor. Developed and managed by Oakland’s oldest nonprofit housing
developer, Drasnin Manor’s single, rather plain-looking 26-unit walkup building was
newly constructed in the distressed San Antonio district along the East 14th Street
corridor. The property offers no services and no amenities other than a laundry room,
community room, and limited parking, but it is in better condition than other housing
in the area. The residents are mostly extremely low-income and about 85 percent
African American, 11 percent Hispanic, and 4 percent white, reflecting the
surrounding neighborhood. As required by the state Rental Housing Construction
Program, which provided a deferred payment loan for the project’s development,
about one-third of the units have rents affordable to residents with 50 percent of
median income. Three residents have tenant-based Section 8.

Hismen Hin-Nu Terrace. This property, whose Native American name means
“Sungate Terrace,” is an attractive 92-unit property built along the East 14th Street
corridor across the street from Drasnin Manor, on a site previously occupied by an
abandoned supermarket. Developed and managed by a well respected local CDC
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using CDBG funds, a city grant, and a deferred payment loan from the state’s Rental
Housing Construction Program, this property offers many amenities, including
garaged parking, dishwashers and garbage disposals, wall-to-wall carpeting, and
balconies, as well as several on-site services, including Head Start and after-school
tutoring. The residents are mostly families with children, and about one-forth have
tenant-based Section 8. Resident income is generally extremely low or very low, and
the racial mix is about 85 percent African American, 10 percent Asian, and 5 percent
Hispanic, mirroring the immediate neighborhood. The state loan program requires
that 28 units have rents affordable to those with 50 percent of median income, and 20
units have tenant-based Section 8.

Santana Apartments. Santana Apartments is located in a relatively mixed
neighborhood within the generally low-income San Antonio district. Devastated by a
major earthquake in 1989, this 30-unit property was subsequently rehabilitated as a
tax credit property by a nonprofit religious charity organization with no prior housing
development experience. Although eight of the units were originally developed using
HUD’s Permanent Housing for the Homeless (PHH) program, the property lost this
subsidy because of poor management by the developer. Six residents with HIV still
occupy these previously subsidized units, protected by a local rent board decision
requiring management to subsidize the residents as long as they choose to live there.
A new nonprofit organization recently took over management, trying to address the
additional problems of deferred maintenance and on-site drug activity. The residents,
who are mostly extremely low income (although none have tenant-based Section 8)
and about 90 percent African American, are poorer and more likely to belong to
minority groups than their neighbors.

Richmond City Center Apartments. This 64-unit walkup building was built in
Richmond’s notorious Iron Triangle neighborhood by one of the nation’s leading
nonprofit housing developers. The property was built as part of a larger community
development effort which included the publicly funded construction of home
ownership units behind the property and an adjacent shopping area anchored by a
major chain supermarket, fast food restaurant, and drug store. Secured by a police
substation on the ground floor of the apartment building, the block of development
forms an island of relative health and safety in a very distressed neighborhood.
Similar to Hismen Hin-Nu Terrace in Oakland, this property offers secured garage
parking, a nicely landscaped inner courtyard, dishwashers, balconies, and wall-to-wall
carpeting. The residents’ very low or low incomes are somewhat higher than the
surrounding neighborhood, but the racial mix of 90 percent African American, 5
percent Hispanic, and 5 percent white is similar to that of the neighborhood.

Del Norte Place. One of two for-profit study properties in the Oakland MSA, Del
Norte Place is a mostly market-rate development newly constructed in the moderate-
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income city of El Cerrito. The 108-unit development includes 27 tax credit units and
consists of four low-rise buildings and commercial space on the ground floor. The
property is located on a major commercial corridor, straddling two neighborhoods:
the low-income Richmond flatlands which lie just past the freeway two blocks to the
west, and a moderate income residential neighborhood rising east on the hillside just
behind the property. Adjacent to a stop on the Bay Area’s rapid transportation rail
and close to major throughways, the location is very convenient to QOakland,
Berkeley, and San Francisco. One of the most mixed properties in the study, Del
Norte Place serves families, students, commuters, and the elderly, with household
incomes ranging from $8,000 to over $100,000 per year. Among the tax credit units,
household income is extremely low or very low. The property is also racially diverse,
with 20 percent African American, 40 percent white, and 40 percent Asian residents.
In terms of both income and race/ethnicity, the property’s residents reflect this mixed
area that straddles two distinctly different neighborhoods.

Villa San Ramon. The only other for-profit study property in the Oakland MSA, this
118-unit property is a luxury residence for the elderly located in the upper income
suburb of San Ramon, about an hour east of Oakland. Like Del Norte Place, this
development is mostly market, with 20 percent tax credit units. The market unit rents
of $2,000 to $3,000 per month, including meals and services, illustrate the high
income levels of most of the residents (or their families). According to the developer,
the property could not have been built without the equity raised through tax credits.
The Villa San Ramon residents reflect the surrounding neighborhood, a senior
community characterized by white, upper-income residents at least 55 years old, most
of them living in single-family homes.
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Chapter 3
Social, Financial, and Housing
Circumstances of LIHTC Residents

This chapter examines the social, financial, and housing circumstances of residents living in
tax credit properties. It begins with a profile of LIHTC residents with respect to race and
ethnicity, income, and other household characteristics. Section 3.2 examines the extent to
which LIHTC residents receive rental assistance, discusses rent-setting practices in LIHTC
properties, and examines rent burden levels among LIHTC residents. Section 3.3 presents
information on the previous housing situations of study households and their satisfaction with
their current LIHTC apartments and neighborhoods. Finally, Section 3.4 compares
household characteristics of Section 8 residents in the study with those of LIHTC residents
who do not receive rental assistance.

This chapter uses weighted data to represent all residents of eligible tax credit properties
across the five MSAs. It draws on a survey of 832 residents and, to a lesser extent, on
administrative records collected from property managers.' In order to provide context for the
results, we compare our findings to the national study published by GAO in 1997.% It is
important to remember that our sample was chosen to be representative of the five selected
MSAs, whereas the GAO study is nationally representative. In addition, because there is
limited national information available on the issues covered by this report, only a few results

can be compared.

3.1 Profile of Residents in Study Tax Credit Properties

Race and Ethnicity

The majority of residents in the 39 study properties identified themselves as African
American. As shown in Exhibit 3-1, 60 percent are African American, 25 percent are white,

' Only differences in sample estimates that are statistically significant at the 10 percent level of significance
using a t-test (for means) or a chi-square test (for categorical data) are discussed in the text. Using the 10
percent level of significance means that there is less than a 10 percent chance that, although the sample
estimates are different, the actual (unknown) population values are the same. See Appendix A for more
detailed description of the significance tests performed.

* GAO, 1997.  Opportunities to Improve Oversight of the Low-Income Housing  Program,
GAO/GGD/RCED-97-55 Low Income Housing Tax Credit, March 1997).
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and 16 percent identify themselves as being a member of another racial group.” On the
whole, there is a considerable difference between the study properties developed by nonprofit
sponsors and those with for-profit developers. For example, only 8 percent of residents in the
nonprofit-sponsored properties are white, compared to 37 percent of those in the for-profit-
sponsored properties. (When elderly properties are excluded, the difference narrows to 8
percent and 31 percent, respectively.) Similarly, while more than two-thirds of residents in
nonprofit-sponsored properties (69 percent) are African American, only about half of
residents in study properties with for-profit sponsors (52 percent) are African American.

In terms of ethnicity, 21 percent of the residents in the study properties identified themselves
as Hispanic or Latino.* As with race, ethnicity differs by sponsor status, although not as
dramatically. While 26 percent of residents in nonprofit-sponsored properties are Hispanic or
Latino, about 17 percent of those in for-profit-sponsored properties are Hispanic or Latino.

Combining race and ethnicity, Exhibit 3-1 shows the proportion of households who are non-
minority (white, non-Hispanic) compared to the proportion who are members of any ethnic or
racial minority. Overall, 81 percent of study households are members of a racial or ethnic
minority. This percentage is significantly higher in nonprofit properties (96 percent) as
compared to for-profit properties (70 percent).

As a benchmark, we compared the racial and ethnic characteristics of tax credit residents to
those of public housing and Section 8 residents in the same metropolitan areas. As shown in
Exhibit 3-2, the proportion of minorities is considerably higher in the 39 tax credit properties
than in public housing or among Section 8 certificate or voucher holders in two of the five
MSA:s.

In both Boston and Kansas City, the proportion of ethnic and racial minorities in tax credit
properties is considerably higher than in public housing or tenant-based Section 8. In Miami,
the proportion of African Americans is dramatically higher but the proportion of Hispanic
residents is strikingly lower than in public housing or Section 8. Oakland’s mix is just the
opposite, with proportionally more Hispanics but fewer African Americans in LIHTC
households compared to public housing and Section 8. Finally, Milwaukee LIHTC
properties have proportionally fewer racial and ethnic minorities than public housing or
Section 8 households.

By comparison, the GAO study reported 33 percent African-American and 53 percent white heads of
household in tax credit properties (GAO, 1997).

This compares with 11 percent Hispanic heads of household in tax credit properties reported by GAO,
1997.
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Exhibit 3-1

Race and Ethnicity of Heads of Household by Sponsor Type

Nonprofit For-profit Total
Sponsor Sponsor (n=832)
(n=391) (n=441)
Race*
White 8% 37% 25%
African American 69% 52% 60%
Other 22% 11% 16%
Ethnicity*
Hispanic 26% 17% 21%
Non-Hispanic 74% 83% 79%
Race and Ethnicity Together*
White Non-Hispanic 4% 30% 19%
Minority 96% 70% 81%

Source: LIHTC Resident Survey (1999)
Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.
*Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level

(see Appendix A for a description of the significance tests performed).
Totals may not sum to 100 because of rounding.

As a benchmark, we compared the racial and ethnic characteristics of tax credit residents to
those of public housing and Section 8 residents in the same metropolitan areas. As shown in
Exhibit 3-2, the proportion of minorities is considerably higher in the 39 tax credit properties
than in public housing or among Section 8 certificate or voucher holders in two of the five
MSA:s.

In both Boston and Kansas City, the proportion of ethnic and racial minorities in tax credit
properties is considerably higher than in public housing or tenant-based Section 8. In Miami,
the proportion of African Americans is dramatically higher but the proportion of Hispanic
residents is strikingly lower than in public housing or Section 8. Oakland’s mix is just the
opposite, with proportionally more Hispanics but fewer African Americans in LIHTC
households compared to public housing and Section 8. Finally, Milwaukee LIHTC
properties have proportionally fewer racial and ethnic minorities than public housing or
Section 8 households.
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Exhibit 3-2

Race and Ethnicity of Study, Public Housing, and Section 8 Households By MSA

MSA LIHTC Heads of Public Housing Section 8
Household Heads of Certificate/Voucher
Household Holders
Boston MSA " (n=194)
Race
White 6% 67%* 68%*
African American 70% 27%* 28%*
Other 24% 6%* 3%*
Ethnicity
Hispanic 34% 21%* 17%*
Non-Hispanic 66% 79%* 82%*
Kansas City MSA (n=154)
Race
White 43% 61%* 48%*
African American 53% 34%* 52%*
Other 5% 5%* 1%*
Ethnicity
Hispanic 8% 1%* 2%*
Non-Hispanic 92% 99%* 98%*
Miami MSA (n=179)
Race
White 23% 62%* 75%*
African American 61% 38%* 25%*
Other 16% 0%* 0%*
Ethnicity
Hispanic 29% 61%* T1%*
Non-Hispanic 71% 39%* 28%*
Milwaukee MSA (n=143)
Race
White 40% 30%* 33%*
African American 53% 69%* 66%*
Other 6% 1%* 0%*
Ethnicity
Hispanic 2% 17%* 3%
Non-Hispanic 98% 83%* 97%
Oakland MSA (n=162)
Race
White 27% 19%* 25%*
African American 52% 65%* 63%*
Other 22% 16%* 12%*
Ethnicity
Hispanic 14% 7%* 6%*
Non-Hispanic 86% 93%* 94%*

Sources: LIHTC Resident Survey (1999) and MTCS Data (January 1999) Notes: Estimates weighted to reflect households in eligible
LIHTC properties in five study MSAs. *Indicates significant difference from LIHTC residents at the 10 percent significance level (see
Appendix A for a description of the significance tests performed). Totals may not sum to 100 because of rounding.

34




Income and Income Sources of LIHTC Property Households

In general, households in tax credit properties have very low-income levels, far below the
eligibility cutoff of 50 or 60 percent of area median income. As shown in Exhibit 3-3, the
average annual gross income of LIHTC residents in the five study MSAs is $18,449.° Over a
quarter of the study property households (27 percent) have annual incomes of $10,000 or
less, and 71 percent have incomes of $20,000 or less. Only 11 percent earn more than
$30,000 per year, and these are likely to be predominately residents in non-qualifying units.

Exhibit 3-3
Income and Income Sources of Study Property Households by Sponsor Type
Nonprofit For-Profit Total
Sponsor Sponsor (n=832)*
(n=391) (n=441)*°
Annual Household Income*
$10,000 or less 22% 29% 27%
$10,001-$20,000 46% 42% 44%
$20,001-$30,000 21% 17% 19%
More than $30,000 11% 12% 11%
Income as a % of HUD Area Median+*
0-30% 41% 39% 40%
31-50% 38% 31% 34%
51-80% 18% 21% 20%
Greater than 80% 4% 9% 7%
Mean Annual Household Income $18,222 $18,625 $18,449
Median Annual Household Income $16,800 $15,600 $16,138
Adult in Household Currently Working for 75% 65% 69%
Pay*
Social Security, Retirement, or Pension* 14% 29% 23%
Public Assistance 11% 10% 10%
Disability Payments* 11% 8% 9%

Source: LIHTC Resident Survey (1999). +Adjusted for family size.
Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.

* Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level

(see Appendix A for a description of the significance tests performed).

Totals may not sum to 100 because of rounding.

2 Some survey respondents did not know their income but were able to identify a range in which their income lies. These
respondents are not included in the calculations of income as a percentage of HUD area median or of mean or median

annual household income.

5

tax credit properties reported in the nationally representative study by GAO in 1997.

All income is in 1999 dollars. This compares to an average household income of $13,300 (1996 dollars) in
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Nearly three-quarters of the households in tax credit properties (74 percent) have incomes at
or below 50 percent of area median income: 40 percent of study property households are
considered to be extremely low income (household income is 30 percent or less of area
median income), and another 34 percent are very low income (household income is 31 to 50
percent of area median income).® Roughly 20 percent of households have incomes between
51 and 80 percent of median income, and just 7 percent have incomes exceeding 80 percent
of area median income. There is little difference in household income by sponsor type.

Most households in LIHTC properties have at least one employed adult. Overall, 69 percent
have an adult currently working for pay. Residents living in properties developed by
nonprofit entities are somewhat more likely to be working, with 75 percent currently working
compared to 65 percent in for-profit properties. Turning to other sources of income, almost
one-fourth of the residents (23 percent) receive social security, retirement income, or a
pension. The percentage i1s considerably higher among for-profit properties (29 percent) than
among nonprofit properties (14 percent), reflecting the relatively large share of for-profit
properties serving exclusively elderly populations.

Given that most LIHTC residents work, only a small fraction (10 percent) of the households
receive public assistance. There is no significant difference by sponsor type. Approximately,
9 percent receive disability payments, with a slightly higher proportion in nonprofit
properties (11 percent) compared to for-profit properties (8 percent). About two-thirds of
residents on disability are under age 65.

Because several of the study’s for-profit properties serve predominately the elderly, we re-
examined the income measures shown in Exhibit 3-3 excluding these developments. When
the elderly properties are excluded, the percentage of households in for-profit properties
working for pay increased from 65 percent to 76 percent, and the percentage of households
on social security, retirement or pension decreased from 29 percent to 16 percent.

Exhibit 3-4 compares household income among LIHTC residents to incomes of public
housing households and Section 8 certificate and voucher holders. In all five MSAs, the tax
credit households have higher incomes, are more likely to have earned income, and are less
likely to be on welfare or TANF than households in public housing or receiving tenant-based
Section § assistance. However, these differences vary considerably by MSA.

®  This is similar to GAO’s 1997 estimate of three-quarters of tax credit households with incomes at or below

50 percent of area median income.
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Exhibit 3-4

Income of Study, Public Housing, and Section 8 Households By MSA

MSA LIHTC Public Housing Section 8
Households Households Certificate/Voucher
Households
Boston MSA
(n=194)*
Mean Annual Household Income $16,137 $11,091* $12,743*
Income as a % of HUD Area Median
30% or below 62% 74%* 71%*
31-50% 26% 21%* 22%*
51-80% 10% 3%* 5%*
Greater than 80% 2% 1%* 0%*
Earned Income 64% 28%* 42%*
Public Assistance 13% 14% 20%*
Kansas City MSA
(n=154)*
Mean Annual Household Income $18,303 $8,894* $8,760*
Income as a % of HUD Area Median
30% or below 35% 77%* 78%*
31-50% 28% 19%* 19%*
51-80% 33% 3%* 2%*
Greater than 80% 4% 0%* 0%*
Earned Income 68% 22%* 37%*
Public Assistance 4% 14%* 29%*
Miami MSA
(n=179)*
Mean Annual Household Income $16,071 $7,794* $8,831%*
Income as a % of HUD Area Median
30% or below 31% 86%* 77%*
31-50% 39% 13%* 20%*
51-80% 24% 1%* 3%*
Greater than 80% 6% 0%* 0%*
Earned Income 77% 19%* 27%*
Public Assistance 14% 19%* 21%*
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Exhibit 3-4 (continued)
Income of Study, Public Housing, and Section 8 Households By MSA

MSA ' LIHTC Public Housing Section 8
Households Households Certificate/Voucher
Households
Milwaukee MSA
(n=143)

Mean Annual Household Income $18,494 $10,133* $11,540*
Income as a % of HUD Area Median

30% or below 33% 78%* 72%*

31-50% 46% 18%* 26%*

51-80% 14% 3%* 2%*

Greater than 80% 6% 0%* 0%*
Earned Income 48% 33%* 45%*
Public Assistance 3% 13%* 14%*
Oakland MSA

(n=162)

Mean Annual Household Income $26,989 $11,340* $12,246*
Income as a % of HUD Area Median

30% or below 33% 79%* 81%*

31-50% 32% 20%* 16%*

51-80% 17% 2%* 3%*

Greater than 80% 18% 0%* 0%*
Earned Income 59% 29%* 36%*
Public Assistance 12% 44%* 39%*

Sources: LIHTC Resident Survey (1999); MTCS Data (public housing: Jan. 1999; Section 8: Sep. 1999).

Notes: MTCS data for public housing have the following rates of unavailable data: Boston, 2 percent; Kansas City, 6
percent; Milwaukee, 2 percent; Oakland, 1 percent. MTCS data for Section 8 have the following rates of unavailable data:
Boston, 2 percent; Kansas City, 7 percent; Miami, | percent; Milwaukee, 1 percent; Oakland, 2 percent.

Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.

*Indicates significant difference from LIHTC residents at the 10 percent significance level (see Appendix A for a
description of the significance tests performed).

Totals may not sum to 100 because of rounding.

*Some survey respondents did not know their income but were able to identify a range in which their income lies. These
respondents are not included in the calculations of income as a percentage of HUD area median or of mean annual
household income.

In Boston, for example, the incomes of LIHTC households are more similar to those of
public housing residents or Section 8 recipients than in the other MSAs. The mean annual
income among Boston tax credit households is approximately $5,000 larger than the mean
income of Boston public housing households and $3,400 larger than the mean for Section 8
certificate and voucher holders. This is the smallest difference between tax credit and
assisted-housing households in any of the five study MSAs. In terms of income relative to




the MSA median, 62 percent of tax credit households are classified as extremely low income
(income below 30 percent of the median) compared to 74 percent of public housing
households and 71 percent of tenant-based Section 8 households. Again, these are the most
similar proportions of any MSA in the study. The relative similarity of Boston tax-credit and
public housing/Section 8 households’ incomes is likely due to the predominance of project-
based Section 8 assistance among the study properties in Boston, a pattern which is not found
in the other study sites.

By contrast, in the Oakland MSA the incomes of study property households exceed those of
public housing and tenant-based Section 8 households by dramatic margins. The mean
income among Oakland tax credit households is $26,989—about $15,000 higher than that of
public housing and Section 8 residents. While around 80 percent of Oakland’s public
housing and Section 8 families have extremely low incomes, only one-third of the LIHTC
households do. Similarly, while none of the public housing or Section 8 households have
incomes that exceed 80 percent of area median, 18 percent of the LIHTC households do. The
proportion of study households with incomes exceeding 80 percent of area median is
considerably larger in the Oakland MSA than the other MSAs due to the presence of the two
study properties with a large share of non-qualifying units.

The other three MSAs lie between these extremes. Mean household income among tax credit
households in Kansas City and Miami is about twice that of public housing and Section 8
tenants. In Milwaukee, there is a somewhat smaller difference. In all five MSAs, the
proportion of households with earned income is significantly higher for LIHTC residents
than for public housing or Section 8. Similarly, the proportion on public assistance (welfare
or TANF) is lower. Overall, LIHTC properties serve a higher income population that is more
likely to be working and less likely to be on public assistance.

Size and Composition of LIHTC Households

Exhibit 3-5 presents key characteristics of the LIHTC households, by sponsor type, including
household size, number of children, and age, marital status, and education level of the head

of household.

As shown, the size and composition of the study households differ greatly by sponsor type.
Nonprofit properties serve more large families, while for-profit properties serve more one-
and two-person households. For example, there are nearly twice as many households with
four or more persons living in the nonprofit properties as compared to for-profit properties.
Similarly, there are twice as many one-person households in the for-profit properties (42
percent) as in properties with nonprofit sponsors (21 percent). And while fewer than half the
households in for-profit properties (46 percent) have children, nearly two-thirds of
households in nonprofit properties (64 percent) have children.
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Exhibit 3-5
Characteristics of Study Property Households by Sponsor Type

Nonprofit For-Profit
Sponsor Sponsor Total
(n=391) (n=441) (n=832)
Household Size*
One 21% 42% 33%
Two 21% 26% 24%
Three 27% 17% 21%
Four or more 31% 16% 22%
Number of Children*
None 36% 54% 46%
One 20% 22% 21%
Two 25% 13% 18%
Three or more 19% 10% 14%
Age of Head of Household+*
Less than 25 12% 13% 12%
25-34 33% 35% 34%
35-44 24% 12% 17%
45-59 22% 10% 15%
60 or older 10% 31% 22%
Marital Status of Head of
Household* 48% 44% 45%
Single, not living with partner 7% 5% 6%
Single, living with a partner 19% 15% 16%
Married 21% 20% 21%
Divorced or separated 5% 16% 11%
Widowed
Highest Level of Education by Head*
No high school degree 21% 23% 22%
High school degree 29% 28% 28%
Trade school 5% 8% 7%
Some college, no degree 27% 20% 23%
Associate degree 9% 6% 7%
Bachelor or higher degree 8% 16% 13%

Source: LIHTC Resident Survey (1999)

+Age of Head of Household is as of December 31, 1999

Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.

*Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level
(see Appendix A for a description of the significance tests performed).

Totals may not sum to 100 because of rounding.
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These differences in household composition stem in large part from the fact that the heads of
households in for-profit properties are three times as likely to be elderly. Only 10 percent of
households in nonprofit properties are headed by someone 60 or older, compared to 31
percent in for-profit properties. Despite the sizable population of elderly in for-profit
properties, the largest proportion of households (about one-third) in both types of properties
is in the 25-to-34-year-old category.

In terms of marital status, nearly half the study households in both types of properties are
single and not living with a partner, and another 21 percent are divorced. Many of these
households are single-parent households: close to two-thirds of the single-headed households
(62 percent) and over half of the divorced heads of households (56 percent) have children.
Not surprisingly, because of the relatively high proportion of elderly residents, the proportion
of widowed heads of households is three times higher in for-profit-sponsored properties than
in nonprofit-sponsored properties (16 percent compared to 5 percent).

Overall, the LIHTC households are fairly well educated. The vast majority of the heads of
household (78 percent) have at least a high school degree. A full 43 percent have had at least
some college, and 20 percent have a college degree. There is not a dramatic difference in

education level by sponsor type.

3.2 Rent Burdens and Project Rent-Setting Practices

This section examines the rent burdens of study property households. To provide a context
for the analysis of rent burdens, we begin with a summary of the extent to which LIHTC
households receive rental assistance and of how rents are set in different types of properties.

Housing Assistance Among LIHTC Property Households

Section 8 housing assistance plays an important role in the housing situation of many LIHTC
households. As shown in Exhibit 3-6, 37 percent of the residents in the study properties have
Section 8 assistance, either in the form of project-based Section 8 or a Section 8 certificate or
voucher.” The proportion of residents with Section 8 differs by sponsor type. About 31
percent of residents in nonprofit properties have some form of Section 8, as compared to 41

percent of the residents in for-profit properties.

7 This is comparable to GAO’s estimate of 39 percent of tax credit households receiving rental assistance,
GAO, 1997.
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Exhibit 3-6
Households with Section 8 Assistance by Sponsor Type

Nonprofit For-Profit
Sponsor Sponsor Total
(n=1,466) (n=1,708) (n=3,174)
Section 8*
Project-based 23% 36% 31%
Tenant-based 8% 5% 6%
None 69% 59% 63%

Source: Administrative records and property manager interviews for all occupied units.

Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.

*Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level
{see Appendix A for a description of the significance tests performed).

Totals may not sum to 100 because of rounding.

Project Rent-Setting Practices

Exhibit' 3-7 summarizes the types of rent restrictions that apply to units in the study
properties. For purposes of discussion, we group these units into four categories:

e Units covered by project-based Section 8

e Units funded by programs such as HOME or state housing programs that require
affordability for residents with incomes 35 to 50 percent or less of area median
income®

e Units whose rents are restricted by the tax credit maximum only

e Units with no rent restrictions (market-rate units)

The use of Section § certificates or vouchers may also affect owners’ rent-setting practices,
because units occupied by Section 8§ certificate or voucher holders must meet PHA rent
reasonableness standards.

The rent restrictions applicable to the study properties vary by sponsor type. Of the units in
properties with nonprofit sponsors, 22 percent have project-based Section 8, 20 percent have
rent restrictions associated with HOME or state program financing, and 56 percent have no

¥ Under the HOME Program, there are two types of HOME-assisted rental units: Low HOME units and High
Home units. Projects with five or more HOME units must have at least 20 percent Low HOME units. Low
HOME units must be affordable for residents with incomes 50 percent of area median income, while High
HOME units must be affordable to those with incomes 65 percent of median. For the purposes of this
category, we included only Low HOME units.




rent restrictions beyond the tax credit maximum rents (i.e., rents set at 30 percent if 50 or 60
percent of the area median). Only 2 percent of units in properties with nonprofit sponsors are

market-rate units.

Exhibit 3-7
Rent Restrictions on Study Property Units

Nonprofit For-Profit Total
Sponsor Sponsor (n=3,264)
(n=1,529) (n=1,735)
Rent Restriction*
Project-based Section 8 22% 36% 30%
HOME or Similar Program
(35-50% of Area Median Income) 20% 0% 9%
LIHTC Maximum Only
(50 or 60% of Area Median Income) 56% 55% 55%
No Rent Restrictions (market rate units) 2% 9% 6%

Source: Administrative records and property manager interviews for all study property units.

Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.

*Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level
(see Appendix A for a description of the significance tests performed).

Totals may not sum to 100 because of rounding.

By contrast, units in for-profit properties are more likely to be market-rate (no income or rent
restrictions) and more likely to have project-based Section 8, but less likely to have any rent
restrictions from participating in the HOME, or similar state programs. As shown in Exhibit
3-7, 36 percent have project-based Section 8, none have rent restrictions associated with
HOME or state program financing, 55 percent have no restrictions beyond the tax credit
maximum rents, and 9 percent have no rent restrictions (i.e., they are market-rate).

Exhibit 3-8 shows gross rents in the study property units as a percentage of area Fair Market
Rents (FMRs) and tax credit maximum rents. These measures provide a market-based
indication of affordability, except in project-based Section 8 units and in units occupied by
Section 8 certificate holders, where residents pay 30 percent of income regardless of gross
rent.

As shown, LIHTC rents vary considerably by sponsor type. Nearly half of the nonprofit
units (45 percent) have rents that are 70 percent or less of FMRs, compared with 9 percent of
for-profit property units. Similarly, only 21 percent of units in nonprofit properties have
rents above 90 percent of FMRs, compared to 58 percent of for-profit property units. The
higher rents in for-profit properties is consistent with locational differences by sponsor type.
For-profit properties are much more likely than nonprofits to be located in low-poverty and
suburban neighborhoods where rents tend to be higher (See Exhibit 4-1).




Exhibit 3-8
Rents as a Percentage of FMRs and Tax Credit Maximum Rents, By Sponsor Type

Nonprofit For-Profit Total
Sponsor Sponsor (n=3,050)
(n=1,439) (n=1,591)
Gross Rent as a % of FMR*
70% or less 45% 9% 26%
71-80% 17% 14% 16%
81-90% 18% 19% 18%
91-100% 7% 26% 17%
Greater than 100% 14% 32% 22%
Gross Rent as a % of Tax Credit Maximum*
50% or less 10% 1% 5%
51-80% 48% 24% 36%
81-100% 20% 28% 24%
Greater than 100% 22% 47% 35%

Source: Administrative records, HUD.

Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.

*Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level
(see Appendix A for a description of the significance tests performed).

Totals may not sum to 100 because of rounding.

In addition, for-profit units are more likely than nonprofit units to be near or above the tax
credit maximum.” Specifically, three-quarters of units in for-profit properties have rents
above 80 percent of the tax credit maximum, compared to less than half the units in nonprofit
properties, and 47 percent of the for-profit units are above the tax credit maximum, compared
to 22 percent of units in nonprofit properties. (Gross rents may exceed the tax credit limit in
units with Section 8 assistance [project- or tenant-based], and in non-qualifying units.)

Rent Burden

An important policy issue is the extent to which households in “shallow subsidy” programs,
such as the LIHTC, have rent burdens that are within an acceptable range. This is considered
to be 30 percent of adjusted income in HUD assistance programs. In analyzing rent burden
for this study, we examined tenant rent includfhg tenant-paid utilities as a percentage of gross

®  Tax credit maximum rents are 30 percent of 50 percent or 60 percent of area median income, depending on
the property’s minimum set-aside.
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household income.'” We were also interested in the change in rent burden associated with
moving to a tax credit property. Although change in rent burden could not be measured
directly, as a proxy, we asked survey respondents to compare their current rent to their rent
before they moved to the LIHTC property, and the relative difficulty in paying the rent now
compared to their previous residence.

As shown in Exhibit 3-9, half of the study households (50 percent) pay 30 percent or less of

their gross income for rent and utilities. One-quarter (25 percent) pay 31 to 40 percent, 12
percent pay 41 to 50 percent, and 13 percent pay over 50 percent of their gross income

toward rent and utilities. Rent burdens among households living in the study properties do
not vary dramatically based on sponsor type.

Exhibit 3-9
Rent Burdens Among Study Property Households by Sponsor Type
Nonprofit For-Profit Total
Sponsor Sponsor (n=832)
(n=391) (n=441)
Rent Burden*
20% or Less of Gross Income 13% 16% 15%
21-30% 40% 31% 35%
31-40% 25% 25% 25%
41-50% 11% 13% 12%
Greater than 50% 11% 15% 13%
Rent Compared to Previous Apartment
Lower than Previous Apartment 48% 46% 47%
About the Same 13% 12% 13%
Higher than Previous Apartment 39% 42% 40%
Perceived Rent Burden Compared to
Previous Apartment
Easier to Pay than Previous Apartment 34% 33% 34%
About the Same Rent Burden 39% 38% 39%
Harder to Pay than Previous Apartment 26% 29% 28%

Source: LIHTC Resident Survey (1999) Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study
MSAs. *Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level (see
Appendix A for a description of the significance tests performed). Totals may not sum to 100 because of rounding.

1 Tenant rent, tenant-paid utilities, and gross income for rent-burden calculations were all self-reported by
survey respondents. Where utilities data were missing, the utility allowance was used as a proxy. Where
tenant-reported income was missing, manager-reported income was used.




This finding is surprising, suggesting that 13 percent of LIHTC households have worst case

housing needs (i.e., rent burdens exceeding 50 percent). In order to understand better the
reasons for these apparent high rent burdens, we examined the 95 households with calculated
rent burdens of greater than 50 percent. More than one-third (35 percent) have elderly heads
(65 or older), who are more likely to have fixed incomes than non-elderly. A substantial
portion of these elderly households (39 percent) are in Villa San Ramon, the mostly market-
rate luxury residence for the elderly in California. It is possible that these households may
have substantial asset income or family resources that they may not have included in their
incomes reported in the survey. Surprisingly, however, 20 percent of the households with

rent burdens of at least 50 percent receive Section 8 rental assistance (project- or tenant-
based).

To identify possible sources of data error, we examined more closely each input to the rent
burden calculation—tenant-paid rents, tenant-paid utilities, and gross household income. For
each of these inputs, we used tenant-reported data from the survey. Where available, we
compared these tenant-reported data with data provided by the property manager.

At several properties, managers provided information on tenant-paid rents as well as gross
rents. For these properties, we compared tenant-paid rents from the survey and from the
managers to assess whether there was a significant discrepancy. In a few cases, it was clear
that residents pay for some additional service, such as parking, along with their basic rent,
and therefore overstated their actual rent. For the most part, however, the two sources were
in agreement, thus eliminating tenant-paid rents as a significant source of data error.

We also compared tenant-reported utilities with the utility allowance reported by the property
manager. In a large number of cases, tenant-reported utilities exceeded the utility allowance,
and in several instances, particularly among Section 8 residents, high utilities were the
primary driver of high rent burden. There are several possible explanations for the
discrepancy between tenant-reported utilities and the utility allowance. First, very often,
actual consumption of electricity, gas, and other utilities exceeds the utility allowance
provided for the unit. This may be because the allowance is insufficient or because the
tenant’s usage is excessive, or a combination of the two. It is also possible that some tenants
overestimated the amount they spend on utilities, in which case rent burden would be
overstated.

Finally, we compared gross household income as reported by the resident with income as
reported by the property manager, where available. Very often, there was a significant
discrepancy between the two sources, and more often than not, the tenant-reported income
was lower than the manager-reported income. A number of factors may be at work. It is
possible that residents did not include asset income when they provided their gross household
income for the survey (as noted above, many of those with worst case housing needs are




elderly, and these households may have substantial asset income). The discrepancy may also
be the result of simple reporting error. However, it is important to note that the income data
provided by property managers was often over a year old by the time of our survey, and that
the households’ financial circumstances may have changed between the last recertification

and the time of the study survey.

To determine the effect of the income data source on the estimation of rent burden, we
recalculated rent burden using management-reported tenant income instead of tenant-reported
income. Using this approach, we found that 50 percent of households had calculated rent
burdens exceeding 30 percent, and 10 percent had rent burdens exceeding 50 percent (as
compared to 13 percent using tenant-supplied data). We also compared the two rent burden
calculation approaches to determine the percentage of households that had high rent burdens
according to both approaches. We found that 38 percent had rent burdens exceeding 30
percent according to both approaches, and 8 percent had rent burdens exceeding 50 percent.

With regard to changes in rent burden, the majority of households pay less rent or similar rent
in their current apartment compared to their previous residence. Specifically, 47 percent
indicated that they pay less rent in the LIHTC property than they did in their previous
housing situation, and 13 percent said they pay about the same. However, about 40 percent
of residents reported that they pay more now than in their previous residence. There was

little variation based on sponsor type.

Overall, most residents reported that their current rent was easier to pay than their previous
rent or about the same level of difficulty considering both changes in income and rent since
they moved. About one-third of the households (34 percent) said their current rent was easier
to pay now than in their previous residence, and 39 percent said it was about the same.
About one-quarter (28 percent) said it was harder since they moved to therr LIHTC
development.

Exhibit 3-10 shows rent burden by income as a percentage of area median income. As
shown, residents with the highest rent burdens are those with the lowest incomes. Nearly
one-fourth (23 percent) of extremely low-income households (earning 30 percent or less of
median income) have rent burdens exceeding 50 percent, more than twice the proportion of
households in higher income groups. Furthermore, while a substantial proportion of the
extremely low-income households (43 percent) and very low-income households (38 percent)
have rent burdens below 30 percent, low-income households (74 percent) and more moderate
income households (79 percent) are almost twice as likely to have rent burdens of 30 percent

or below.




Exhibit 3-10
Rent Burdens Among Study Property Households
by Income as a Percentage of Area Median

Income as a Percentage of Area Median

30%or | 31%- 51%- >80% Total
Iess 50% 80%
Rent Burden*

20% or Less of Household Income 10% 13% 18% 54% 15%
21-30% 33% 25% 56% 25% 34%
31-40% 21% 31% 22% 5% 24%
41-50% 14% 20% 2% 3% 13%
Greater than 50% 23% 10% 3% 13% 14%

Source: LIHTC Resident Survey (1999)

Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.

*Indicates significant difference at the 10 percent significance level (see Appendix A for a description of the significance
tests performed). Totals may not sum to 100 because of rounding.

Data on income as a percentage of area median was not available for all residents. For this reason, the number of
households in the Total column is slightly lower than that in Exhibit 3-9 and the percentages in the Total column are
slightly different (no more than one percentage point different in any category) in the two exhibits.

3.3 Housing Circumstances and Satisfaction with Housing and
Neighborhood

In this section, we examine the previous housing situations of LIHTC households, and why
they moved to the tax credit property. We then examine resident satisfaction with their
current LIHTC apartment and how it compares to their previous place of residence. Finally,
we discuss resident satisfaction with their current neighborhood and how the current
neighborhood compares with the neighborhood in which they previously lived.

Prior Housing Situation

Exhibit 3-11 shows the prior housing situation of the LIHTC households. Overall, close to
one-fourth of the residents in the study properties (23 percent) reportedly lived in public
housing before moving to their LIHTC property and 7 percent received rental assistance.
Half the residents (50 percent) previously rented an apartment with no assistance, 9 percent
owned their own home, and 10 percent shared rent with another family or lived with friends
and family and did not pay rent.
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Exhibit 3-11
Prior Housing Situation of Study Property Households

Nonprofit For-Profit Total
Sponsor Sponsor (n=832)
(n=391) (n=441)
Prior Housing Situation*
Owned Home 4% 13% 9%
Rented with No Housing Assistance 52% 48% 50%
Rented with Housing Assistance 7% 7% 7%
Lived in Public Housing 29% 18% 23%
Shared Rent with Another Family 3% 7% 5%
With Friends/Family (paid no rent) 5% 6% 5%
Other 0% 1% 0%
Type of Building*
Single-family Home 26% 37% 32%
Two-to-four Unit Building 33% 22% 27%
Five-to-nine Unit Building 12% 9% 10%
Building with Ten or More Units 30% 31% 30%

Source: LIHTC Resident Survey (1999)

Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.

*Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level
(see Appendix A for a description of the significance tests performed).

Totals may not sum to 100 because of rounding.

Residents living in nonprofit-sponsored properties were more likely to have lived in public
housing or received rental assistance in their prior housing situation (36 percent) compared to
residents living in for-profit properties (25 percent). Conversely, households living in for-
profit-sponsored properties were much more likely to have been homeowners in their
previous housing situation. While only 4 percent of household heads in nonprofit properties
owned their previous place of residence, 13 percent in for-profit properties were homeowners
prior to moving into their tax credit apartment.

Regardless of tenure type or assistance status, about one-third of the households lived in a
single-family home prior to moving into their tax credit apartment. This figure is somewhat
higher among households in for-profit properties (37 percent) compared to nonprofit
properties (26 percent).

Primary Reason for Moving to LIHTC Property

Exhibit 3-12 presents information on the primary reasons residents moved into their tax
credit developments. As shown, the most commonly cited reasons for moving were to pay
less rent and to have a nicer or bigger apartment. Overall, 29 percent of survey respondents
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said the main reason they moved into their current apartment was because the rent was lower,
and 27 percent said they chose their apartment because it is nicer or bigger.

Exhibit 3-12

Primary Reason for Moving to LIHTC Property

Nonprofit For-Profit Total
Sponsor Sponsor (n=832)
(n=391) (n=441)
Reason for Moving to LIHTC Apartment*

Lower Rent 26% 31% 29%
Nicer or Bigger Apartment 37% 19% 27%
Safer Place 8% 9% 9%
Closer to Job or Work 6% 8% 7%
Smaller, More Easily Managed Place 3% 8% 6%
Closer to Friends or Relatives 4% 7% 5%
To Have Own Apartment 3% 6% 5%
Other 13% 13% 13%

Source: LIHTC Resident Survey (1999)

‘Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.

*Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level
(see Appendix A for a description of the significance tests performed).

Totals may not sum to 100 because of rounding.

Other reasons given were that it was a safer place (9 percent) or because it was closer to a job
or workplace (7 percent). Among households in for-profit properties, another commonly
cited reason was to move inte a smaller, more easily managed place (8 percent), reflecting the
elderly population who often moved from single-family homes.

Motivations for moving differ based on property sponsor type. While the largest proportion
of households in nonprofit properties (which are more likely to serve families) chose their
apartment because it was nicer or bigger than where they were living previously, the most
commonly cited reason among households in for-profit properties was to pay lower rent.

Ratings of LIHTC Property Apartment

For the most part, the LIHTC residents are satisfied with their tax credit apartments. As
shown in Exhibit 3-13, more than two-thirds of the study households (68 percent) rated their
apartment as good or excellent overall, and one-third (32 percent) rated it as fair or poor.
Roughly three-quarters of the households rated their apartment as good or excellent in the
categories of size, layout, and condition of appliances, while two-thirds rated their apartment
as good or excellent in terms of amenities and the condition of the building. In addition,
three-quarters said they were somewhat or very satisfied with the property management.
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Exhibit 3-13
Resident Ratings of LIHTC Property Apartment

Nonprofit For-Profit Total
Sponsor Sponsor (n=832)
(n=391) (n=441)

Overall Rating of Apartment

Fair or Poor 30% 33% 32%

Good or Excellent 70% 67% 68%
Size of Apartment

Fair or Poor 26% 25% 26%

Good or Excellent 74% 75% 74%
Layout

Fair or Poor 20% 26% 23%

Good or Excellent 80% 74% 77%
Condition of Appliances

Fair or Poor 18% 21% 20%

Good or Excellent 82% 79% 80%
Condition of Building*

Fair or Poor 27% 33% 31%

Good or Excellent 73% 67% 70%
Amenities*

Fair or Poor 30% 40% 35%

Good or Excellent 70% 60% 65%
Good Place for Children*

Fair or Poor 42% 59% 51%

Good or Excellent 58% 41% 49%
Satisfaction with Management

Somewhat or Very Dissatisfied 18% 22% 20%

Neither Satisfied nor Dissatisfied 4% 5% 5%

Somewhat or Very Satisfied 78% 72% 75%

Source: LIHTC Resident Survey (1999)

Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.

*Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level
(see Appendix A for a description of the significance tests performed).

Totals may not sum to 100 because of rounding. The categories of fair and poor, and of good and excellent, were combined

to enhance readability of the table without losing important information.

Despite these high overall ratings, only about half the households said they thought the
development was a good place for children, with a higher proportion of households in
nonprofit properties (58 percent) voicing this opinion than in for-profit properties (41
percent). In general, the households in the nonprofit properties rated their apartments slightly
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higher than the households in the for-profit properties, with the widest margin of difference
in the category of being a good place for children.

Comparison to Previous Residence

Exhibit 3-14 presents survey results showing how residents compared their tax credit
development unit to their previous residence. On the whole, they rated their tax credit
property apartment favorably. Roughly half the households (54 percent) said their tax credit
apartment was better than the place they used to live, about a quarter (24 percent) said it was
about the same, and 22 percent said their current apartment is not as good as their previous
residence. A similar pattern was found for most of the individual rating categories listed in
Exhibit 3-14. However, again the ratings fell short in the category of being a good place for
children: only 36 percent of all the households said their tax credit apartment was better than
their previous residence, while 38 percent said it was not as good.

In all categories of comparison, the nonprofit-sponsored properties scored higher than the for-
profit-sponsored properties. The proportion of households in nonprofit properties who said
their apartment is better than their previous residence was 10 to 14 percentage points higher
than the proportion of households in for-profit properties in the category of size, layout,
condition of appliances, and amenities. Similarly, in all categories of comparison, a higher
proportion of households in for-profit-sponsored properties than in nonprofit properties rated
their tax credit apartment as not as good as their prior housing.

One factor driving the relatively unfavorable comparison of the current apartment to the
previous residence by households in for-profit properties may be the relatively large
proportion of these residents who lived in a single-family home prior to living in the tax
credit development. As noted earlier in this section, households in for-profit properties were
more likely than those in nonprofit properties (37 percent versus 26 percent) to have lived in
a single-family home prior to moving into the tax credit property.'" And, residents who
previously lived in a single-family home were more than twice as likely as others to compare
their current apartment unfavorably with their previous residence.

Ratings of LIHTC Property Neighborhood

Exhibit 3-15 shows how residents in the study properties rated their neighborhood along
various dimensions. In general, residents did not rate their neighborhoods as positively as

""" If we exclude properties serving primarily the elderly, the percentage of households in for-profit properties

who previously lived in a single-family home drops slightly from 37 percent to 35 percent.
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they did their LIHTC apartment. Overall, 46 percent of the households rated their
neighborhood as good or excellent, while 54 percent rated it as fair or poor. In both for-profit
and nonprofit properties, households rated their neighborhood more favorably in specific
categories than they did overall. Within the specific categories, neighborhoods of both types
of projects fared best in the categories of access to public transportation and transportation to
work, and less well in terms of safety and access to good schools and recreation.

Exhibit 3-14
Resident Comparison of LIHTC Property Apartment to Previous Residence

Nonprofit For-Profit Total
Sponsor Sponsor (n=832)
(n=391) (n=441)

Overall Comparison*

LIHTC Apartment Not as Good 19% 25% 22%

LIHTC Apartment About the Same 22% 25% 24%

LIHTC Apartment Better 59% 50% 54%
Size of Apartment*

LIHTC Apartment Not as Good 24% 34% 29%

LIHTC Apartment About the Same 18% 21% 20%

LIHTC Apartment Better 58% 45% 51%
Layout*

LIHTC Apartment Not as Good 20% 30% 26%

LIHTC Apartment About the Same 25% 25% 25%

LIHTC Apartment Better 55% 45% 49%
Condition of Appliances*

LIHTC Apartment Not as Good 7% 14% 11%

LIHTC Apartment About the Same 39% 45% 42%

LIHTC Apartment Better 54% 40% 47%
Condition of Building*

LIHTC Apartment Not as Good 18% 24% 21%

LIHTC Apartment About the Same 32% 35% 34%

LIHTC Apartment Better 49% 41% 45%
Amenities*

LIHTC Apartment Not as Good 17% 26% 22%

LIHTC Apartment About the Same 31% 36% 34%

LIHTC Apartment Better 51% 38% 44%
Good Place for Children*

LIHTC Apartment Not as Good 30% 44% 38%

LIHTC Apartment About the Same 27% 25% 26%

LIHTC Apartment Better 42% 31% 36%

Source: LIHTC Resident Survey (1999)

Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.

*Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level (see
Appendix A for a description of the significance tests performed). Totals may not sum to 100 because of rounding.
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Exhibit 3-15
Resident Ratings of LIHTC Property Neighborhood

Nonprofit For-Profit Total
Sponsor Sponsor (n=832)
(n=391) (n=441)

Overall Neighborhood Rating*

Fair or Poor 59% 50% 54%

Good or Excellent 41% 50% 46%
Access to Good Schools*

Fair or Poor 44% 52% 48%

Good or Excellent 56% 48% 52%
Access to Public Transportation*

Fair or Poor 11% 31% 22%

Good or Excellent 89% 69% 78%
Transportation to Work* :

Fair or Poor 16% 2% 23%

Good or Excellent 84% 71% 77%
Access to Grocery Stores*

Fair or Poor 26% 46% 37%

Good or Excellent 74% 54% 63%
Access to Social Services*

Fair or Poor 32% 42% 38%

Good or Excellent 68% 58% 62%
Access to Recreation

Fair or Poor 45% 47% 46%

Good er Excellent 55% 53% 54%
Proximity to Friends and Family*

Fair or Poor 32% 40% 36%

Good or Excellent 68% 60% 64%
Proximity to Job Opportunities*

Fair or Poor 41% 49% 45%

Good or Excellent 59% 51% 55%
Safety*

Fair or Poor 58% 48% 52%

Good or Excellent 42% 52% 48%
Environment for Children

Fair or Poor 59% 64% 61%

Good or Excellent 41% 36% 39%

Source: LIHTC Resident Survey (1999). Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study
MSAs. *Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level (see
Appendix A for a description of the significance tests performed). Totals may not sum to 100 because of rounding.
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The households in for-profit properties were more satisfied than those in nonprofit properties
with their neighborhoods overall, with 50 percent rating their neighborhood as good or
excellent compared to 41 percent of households in nonprofit properties. However,
households in the nonprofit properties were more satisfied than their counterparts in for-profit
properties in every specific rating category except safety, including access to good schools,
access to public transportation, transportation to work, access to grocery stores, access to
social services, access to recreation, closeness to friends and family and jobs, and the
neighborhood as a good environment for children. This suggests that the perception of
neighborhood safety may be driving residents’ overall neighborhood rating.

Comparison to Previous Neighborhood

Exhibit 3-16 shows the proportion of households whose previous residence was in the same
neighborhood, a different neighborhood in the same city, a different city in the same state, a
different state, or a different country. As shown, 19 percent of the residents moved into a tax
credit property in the same neighborhood in which they were already living, 58 percent lived
in a different neighborhood within the same city, and 23 percent moved there from a different

city, state, or country.

Exhibit 3-16
Location of Previous Apartment or Home Compared to Current Apartment*

Nonprofit For-Profit Total
Sponsor Sponsor (n=832)
(n=391) (n=441)
Same Neighborhood 22% 17% 19%
Different Neighborhood, Same City 62% 54% 58%
Different City, Same State 14% 22% 18%
Different State 1% 7% 4%
Different Country 1% 1% 1%

Source: LIHTC Resident Survey (1999)
Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.
*Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level

(see Appendix A for a description of the significance tests performed).
Totals may not sum to 100 because of rounding.

For those residents who moved to the LIHTC property from a different neighborhood or area,
Exhibit 3-17 presents residents’ ratings of their current neighborhood compared to their
previous neighborhood. Again, residents were far less favorable about the change in
neighborhood than the change in property. Overall, about a third of the households (34
percent) said their current neighborhood was better than the previous neighborhood, a third
(34 percent) said it was not as good, and a third (33 percent) said it was about the same.
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In almost all the specific categories of comparison, the largest proportion of residents rated

the LIHTC neighborhood as being about the same as the previous neighborhood. However,
in most areas of comparison, households in nonprofit properties were more likely to compare
their current neighborhood favorably and less likely to compare it unfavorably with their
previous neighborhood than households in for-profit properties.

Exhibit 3-17
Resident Comparison of LIHTC Neighborhood to Previous Neighborhood

Nonprofit For-Profit Total
Sponsor Sponsor (n=362)
(n=304) (n=358)

Overall Comparison

LIHTC Neighborhood Not As Good 33% 34% 34%

LIHTC Neighborhood About the Same 33% 32% 33%

LIHTC Neighborhood Better 33% 34% 34%
Access to Good Schools*

LIHTC Neighborhood Not As Good 18% 31% 25%

LIHTC Neighborhood About the Same 56% 43% 49%

LIHTC Neighborhood Better 25% 26% 26%
Access to Public Transportation*

LIHTC Neighborhood Not As Good 6% 21% 15%

LIHTC Neighborhood About the Same 50% 43% 46%

LIHTC Neighborhood Better - 44% 37% 40%
Transportation to Work*

LIHTC Neighborhood Not As Good 10% 19% 15%

LIHTC Neighborhood About the Same 52% 44% 48%

LIHTC Neighborhood Better 38% 37% 37%
Access to Grocery Stores*

LIHTC Neighborhood Not As Good 18% 31% 25%

LIHTC Neighborhood About the Same 40% 42% 41%

LIHTC Neighborhood Better 43% 27% 34%
Access to Social Services*

LIHTC Neighborhood Not As Good 9% 16% 13%

LIHTC Neighborhood About the Same 55% 53% 33%

LIHTC Neighborhood Better 37% 31% 34%
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Exhibit 3-17 (continued)
Resident Comparison of LIHTC Neighborhood to Previous Neighborhood

Nonprofit For-Profit Total
Sponsor Sponsor (n=362)
(n=304) (n=358)
Access to Recreation* :
LIHTC Neighborhood Not As Good 24% 32% 28%
LIHTC Neighborhood About the Same 39% 37% 38%
LIHTC Neighborhood Better 38% 31% 34%
Proximity to Friends and Family*
LIHTC Neighborhood Not As Good 16% 27% 23%
LIHTC Neighborhood About the Same 55% 42% 48%
LIHTC Neighborhood Better 29% 30% 30%
Proximity to Job Opportunities*
LIHTC Neighborhood Not As Good 13% 25% 20%
LIHTC Neighborhood About the Same 51% 46% 48%
LIHTC Neighborhood Better 36% 29% 32%
Safety
LIHTC Neighborhood Not As Good 28% 34% 31%
LIHTC Neighborhood About the Same 37% 32% 34%
LIHTC Neighborhood Better 35% 34% 35%
Environment for Children*
LIHTC Neighborhood Not As Good 30% 46% 39%
LIHTC Neighborhood About the Same 31% 27% 28%
LIHTC Neighborhood Better 39% 27% 33%

Source: LIHTC Resident Survey (1999)
Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.
*Indicates significant difference between residents of nonprofit and for-profit properties at the 10 percent significance level

(see Appendix A for a description of the significance tests performed).
Totals may not sum to 100 because of rounding.

3.4 Characteristics of Section 8 Households

While the previous sections have examined household characteristics based on property
sponsor type, this section focuses on differences in tax credit households according to the
households’ Section 8 status—whether they receive Section 8, and if so, whether the
assistance is project-based or tenant-based. We present only those characteristics where there
is a notable difference by Section 8 status, including race, income and income sources, and

satisfaction with housing and neighborhood.
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Race and Ethnicity by Section 8 Status

One area of notable difference by Section 8 status is race. Tax credit households with
Section 8 are much more likely to be members of a racial minority than tax credit households
without Section 8. As shown in Exhibit 3-18, 71 percent of heads of households with tenant-
based Section 8 and 84 percent of those with project-based Section 8 are African American,
compared with less than half (47 percent) of those without Section 8. Strikingly, 99 percent
of tax credit households in project-based Section 8 properties and 95 percent of those with
certificates or vouchers are either members of a racial minority or are Hispanic. This
compares to 71 percent of unassisted households.

Exhibit 3-18
Race and Ethnicity of Heads of Household by Section 8 Status

No Section 8 Tenant-Based Project-Based
(n=513) Section 8 Section 8
(n=78) (n=204)
Race*
White 36% 8% 5%
African American 47% 71% 84%
Other 17% 21% 11%
Ethnicity
Hispanic 21% 24% 19%
Non-Hispanic 79% 76% 81%
Race and Ethnicity Together*
White Non-Hispanic 29% 5% 1%
Minority 1% 95% 99%

Source: LIHTC Resident Survey (1999)

Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.

*Indicates significant difference at the 10 percent significance level (see Appendix A for a description of the significance
tests performed).

Totals may not sum to 100 because of rounding.

Income and Income Sources

There are also significant differences in the income levels of LIHTC households, depending
on whether they receive Section 8 assistance. As shown in Exhibit 3-19, the median income
of study households without Section 8 ($19,200) is approximately twice that of Section 8
recipients. Similarly, approximately half the study households on Section 8 have incomes of
$10,000 or less, compared with only 12 percent of households without Section 8. Roughly
two-thirds to three-quarters of those with Section 8 have extremely low incomes (30 percent
or less of area median income), compared to less than a quarter of those without.
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Income sources differ, as well. More than two-thirds (71 percent) of households without
Section 8 have at least one adult currently working, compared to just over half of those with

Section 8. Section 8 households are also roughly three times more likely than non-Section 8
households to receive welfare or TANF or disability payments.

Exhibit 3-19
Income and Income Sources of Study Property Households by Section 8 Status

No Section 8 | Tenant-Based | Project-Based
(n=513)* Section 8 Section 8
(n=78)" (n=204)*
Annual Household Income*
$10,000 or less 12% 54% 47%
$10,001-$20,000 45% 36% 42%
$20,001-$30,000 26% 6% 8%
More than $30,000 17% 4% 3%
Income as a % of HUD Area Median+*
0-30% 23% 74% 65%
31-50% 39% 18% 29%
51-80% 28% 6% 5%
Greater than 80% 10% 2% 1%
Mean Annual Household Income $22,337 $12,366 $12,313
Median Annual Household Income $19,200 $9,780 $10,800
Adult in Household Currently Working
for Pay* 71% 51% 55%
Social Security, Retirement, or Pension 23% 24% 16%
Welfare or TANF* 6% 21% 18%
Disability Payments* 5% 18% 14%

Source: LIHTC Resident Survey (1999)
+Adjusted for family size.
Notes: Estimates weighted to reflect households in eligible LIHTC properties in five study MSAs.

*Indicates significant difference at the 10 percent significance level (see Appendix A for a description of the significance
tests performed). Totals may not sum to 100 because of rounding.
* Some survey respondents did not know their income but were able to identify a range in which their income lies. These

respondents are not included in the calculations of income as a percentage of HUD area median or of mean or median
annual household income.

Satisfaction with Housing and Neighborhood

Another area of significant difference for Section 8 and non-Section 8 households is
satisfaction with the tax credit apartment and neighborhood. In general, residents in project-

based Section 8 developments rated their tax credit apartment much lower than certificate or
voucher holders or residents with no Section 8. As shown in Exhibit 3-20, 78 percent of
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those without Section 8 and 86 percent of certificate and voucher holders rated their
apartment as good or excellent, compared with only 38 percent of residents with project-
based assistance. Similarly, in every rating category, project-based Section 8 residents
consistently rated their apartments significantly lower than certificate and voucher holders
and those without Section 8. For example, in the category of amenities, project-based
Section 8 residents were three times less likely to rate their apartment as good or excellent
than those with tenant-based assistance or no assistance.

Exhibit 3-20
Resident Ratings of LIHTC Property Apartment by Section 8 Status
No Section 8 Tenant-Based | Project-Based
(n=513) Section 8 Section 8
(n=78) (n=204)

Overall Rating of Apartment*

Fair or Poor 22% 14% 62%

Good or Excellent 78% 86% 38%
Size of Apartment*

Fair or Poor 22% 18% 39%

Good or Excellent 78% 82% 61%
Layout*

Fair or Poor 16% 9% 44%

Good or Excellent 84% 91% 56%
Condition of Appliances*

Fair or Poor 14% 10% 37%

Good or Excellent 86% 90% 63%
Condition of Building*

Fair or Poor 25% 20% 49%

Good or Excellent 75% 80% 51%
Amenities*

Fair or Poor 21% 27% 73%

Good or Excellent 79% 73% 27%
Good Place for Children*

Fair or Poor 43% 34% 73%

Good or