California Campaign to Improve the Low Income Housing Tax Credit (LIHTC) Program
Page 3 of 3

(Sign On Letter)
California Campaign to Improve the Low Income Housing Tax Credit (LIHTC) Program
1006 Fourth Street, Sixth Floor
Sacramento, CA 95814


December 8, 2010


	Bill Lockyer
State Treasurer
State Treasurer's Office
915 Capitol Mall, Suite 110
Sacramento, CA 95814

	John Chiang 
State Controller
300 Capitol Mall, 18th Floor
Sacramento, CA 95814

	Ana J. Matosantos
Director
Department of Finance
State Capitol, Room 1145
Sacramento, CA 95814




To the Chair and Members of the Tax Credit Allocation Committee:

The undersigned respectfully request that you take immediate steps to bring about important changes to the California Tax Credit Allocation Committee (TCAC) Qualified Allocation Plan (QAP) and Regulations. These are changes that may well determine whether the program continues to be California's most important resource in serving the affordable housing needs of its residents.

Background: CCAH Task Force
In May, 2010 the California Council for Affordable Housing (CCAH), representing a wide range of interests in the California affordable housing industry, formed a Task Force to discuss the Low Income Housing Tax Credit (LIHTC) program and potential improvements to its operation. It was the sense of the Task Force that the program was not working as it should in two key respects: first, the cost of housing receiving the tax credits had trended upward to an unacceptable level, averaging $339,000 per unit in 2010 - a 57% increase since 2005; second, the amount of other public funding (largely from local housing and redevelopment agencies) required to receive an allocation of tax credits had also escalated to an alarming level - an average of $130,000 per unit in 2010, a 40% increase from the prior year. While there are many variables at work in these numbers, the Task Force felt that the data signaled the wrong direction for a program that is facing heightened scrutiny from many sides. It was concluded that the QAP and implementing regulations have created part of the problem and require thoughtful change in order to get the most out of this resource and defend its effectiveness. 

Bringing Back 4% LIHTC Production
Greater cost efficiency and other reforms in the 9% tax credit program will be directly supportive of the tax exempt bond financed 4% program which, historically, has far exceeded the 9% program production. Three years ago, the 4% program produced over 12,000 units, while in 2010, it will struggle to produce 4,000. If the 9% allocation process continues to require public funding at the 2010 level of $562 million - and likely it will get higher under the current system - there will be much diminished local financing to support 4% transactions.

Recommendations
The undersigned are requesting the Committee to support the following concepts with respect to the QAP and Regulations:

· Promote greater cost efficiency in the 9% LIHTC program by establishing, within the "scoring" system, an independent component that awards points for cost efficiency. The existing regulations have no such factor.
· Retain a scoring requirement based on commitment of public funds, but limit the amount of public funds allowed to be used to decrease the amount of tax credits requested. The "open ended" use of larger amounts of public funds to lower the credits requested is a key element of the existing competition. This current approach does not constitute true leveraging of the tax credits or promote cost efficiency.
· To the extent that the competition for credits requires a final "tiebreaker", it should be based on the most effective utilization of the tax credits. This calculation should allow for only limited use of other public funds to reduce the credit request. In other words, effective utilization of the tax credits should be derived mostly from cost efficiency, not a lowering of the credit request by substituting other public funds.
· Amend the California state housing credit law to permit 4% tax-exempt bond transactions to be eligible to receive state credit in the amount of 30% (as are 9% developments) instead of the current 13%. This would provide additional funds to assist in making tax-exempt bond projects, traditionally the backbone of affordable rental apartments in California, more feasible.
· Require a careful examination of the "Site and Service Amenities" requirements in the regulations. While many of these features are important to maintain the quality and usefulness of our affordable housing product, they may not be consistent with tenants' needs or what is prevalent in the overall marketplace. They also restrict the availability of good sites and add to the cost of land when sellers know their land is more valuable under the tax credit program site criteria.

Conclusion
The undersigned share the goal of having a California LIHTC program and implementing regulations that produce the maximum number of quality affordable homes - through both the 9% and 4% programs. Also, it is imperative that the California program use the federal and state resources effectively and efficiently - in a way that allows the unprecedented support for this program to continue.

CCAH and the undersigned are prepared to assist in any way necessary in bringing about the changes recommended. For further information visit www.californiacouncil.com, or contact Patrick R. Sabelhaus (916-444-0286, ext. 267) or Evan Becker (760-803-2929).


Respectfully,

	Organization
	Contact

	
	



