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NEW I RS UTI LI TY ALLOMNCE REGULATI ONS HELP PRESERVE VI ABI LI TY OF AFFCRDABLE
HOUSI NG

WASHI NGTON, DC — The Internal Revenue Service has published | ong-awaited
regul ati ons changing the way rents are adjusted on Low I ncone Housi ng Tax
Credit

(LIHTC) properties where residents pay for their own utilities. The Nationa
Miul ti Housing Council/National Apartnment Association (NVHC NAA) Joi nt
Legi sl ative Programled an industry coalition that has sought these inportant
changes si nce 2004.

“These new regul ati ons should solve a critical problemthat was threatening to
nmake a large inventory of the nation’s affordable housing financial unstable,”
said David Cardwel |, NVHC NAA Vice President of Capital Markets

“Properties built under the LIHTC programhave limts on the rents they can

charge in order to keep them affordable,” explained Cardwell. “Those rents are
further reduced when the resident pays their own utility costs, but the rent
reductions are not based on the renter’s actual utility costs. [Instead, they

were based on a flawed estimating process that |ooked at utility costs for

ol der

publ i c housing properties. These estinmates tended to overestimate the utility
costs in newer, nore efficient tax credit properties, which, in turn, unfairly
reduced the rent received by owners.”

“These lower rent levels were nmaking it difficult--and sonetines inpossible--
for

property owners to maintain and operate their properties and cover their
nortgages,” said Cardwel |.

The new regul ations, which largely mrror a proposal submitted to the IRS by
t he

NVHC/ NAA- | ed coalition, increase the sources of data that owners can use to
calculate resident-paid utilities to nake them nore accurate.

The new rules also allow owners to use utility estinmates provi ded by state

LI HTC

al l ocating agencies (typically state housing finance agenci es) and esti mates
produced by a new HUD utility nodeling program Thanks to NVHC NAA comment s
and

testinmony, the final version also allows owners to seek certified engineering
studies to estimate utilities and it allows such nodels to include water and
sewer costs; these provisions were not included in an earlier proposed version
of the rules.

In addition to the procedures to set utility adjustnents, NVHC/ NAA secured a
provision to allow properties to obtain a stabilized occupancy before rents are
adj usted at newly devel oped properties. The provision sought by NVHCZ NAA woul d
require rents to remain unadjusted for a period of one year, or until the
property has achi eved 90 percent occupancy for 90 consecutive days, whichever
comes first. The final regulations are posted at ww. nnmhc. or g/ got o/ 4821.

“These regul ations are a win-win for affordabl e housing providers and renters
in



need of affordable housing,” said Cardwell. “By helping to ensure the
financi al

viability of these properties, the rules preserve a critical source of
af f ordabl e housing.”
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About NWVHC/ NAA

NVHC and NAA operate a Joint Legislative Programand represent the nation's
leading firnms participating in the multifam |y rental housing industry.

NVHC/ NAA' s conbi ned nenberships are engaged in all aspects of the devel oprnent
and operation of apartnent communities, including ownership, construction,
finance and nmanagenent. Together, the organi zations operate a federal

| egi sl ati ve program and provide a unified voice for the private apartnent
industry. Nearly one-third of Americans rent their housing, and nore than 14
percent of all U S. households live in an apartnment home. For nore information,
contact NVHC at 202/974-2300, e-mail the Council at info@nhc.org, or visit
NVHC s web site at www. nnhc. org.



