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Update on Sweeping Tax Legislation in Congress 

This month, the most important federal policy issue for those of us who work in the housing and community  
development field is the tax bill pending in Congress. With versions already passed by both the House and  
Senate, a congressional conference committee is busily crafting a final bill that can pass both chambers. The bill’s 
proponents hope to have it on the president’s desk for a signature by the time Congress leaves for the Christmas 
break, so time is of the essence for those who want to get involved. 

While analysis of the merits of the bill as a whole is outside the scope of NCST’s mission, we want to ensure that 
our Community Buyers understand the potential this bill has to affect housing affordability, both homeownership 
and rental. It is likely that provisions in this bill would impede your organization’s mission or cause further  
distress in already struggling communities. 

Below are some highlights of the bill provisions that would affect affordable rental and homeownership: 

 Both the House and Senate bills retain the Low Income Housing Tax Credit, but they lower the corporate tax 
rate from 35% to 20%, which significantly reduces the value of the credit.  

 The House bill cuts all private activity bonds (PABs), effectively eliminating the four percent LIHTC program, 
which supports more than half of all tax-credit affordable rental projects nationwide; the bill also  
eliminates mortgage revenue bonds and mortgage credit certificates that support homeownership for low 
and moderate income families. 

 The House bill also eliminates the New Markets Tax Credit and the Historic Tax Credit. 

 The Senate bill excludes certain investors, including foreign-owned banks, from obtaining tax credits through 
LIHTC, which means fewer investors in affordable housing. 

 The Senate bill reduces the “basis boost” available to properties developed in state-designated low income 
and high-cost areas, which will make it harder to develop in rural and urban areas marked either by  
higher production costs, lower incomes, or both.  

 The bills increase the number of years homeowners must live in their primary residence before they can sell 
their home without incurring significant taxes on capital gains, which will depress homeowner mobility and 
further reduce already limited inventory of homes for new buyers. 

 Additionally, both bills make changes that will reduce the value of the mortgage interest deduction which, 
although it tends to benefit higher income homeowners the most, also provides assistance to those  
purchasing homes in high cost areas. 

 By significantly raising the deficit, the bills may trigger a 2010 law that would force sequestration cuts on 
housing-related programs, including the National Housing Trust Fund and the Capital Magnet Fund. 

For more information, here is an overview of bill provisions that will affect affordable rental housing prepared by 
the Action Campaign, a very broad umbrella group that is always open to new members. Additionally, the Nation-
al Association of Realtors has prepared this overview of bill provisions related to homeownership, which might 
provide helpful background although it is not focused on affordability issues. Finally, the National Association of 
State Housing Agencies has good information on the importance of private activity bonds in the housing field. 
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https://static1.squarespace.com/static/566ee654bfe8736211c559eb/t/5a259b10652dea576995a66d/1512413969824/Tax+Cuts+and+Jobs+Act+Impact+on+Affordable+Housing.pdf
http://rentalhousingaction.org/
http://narfocus.com/billdatabase/clientfiles/172/19/3039.pdf
https://www.ncsha.org/advocacy-issues/housing-bonds
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servicer for immediate basic repairs, including boarding up their homes, restoring heat and hot water, and clear-

ing out moldy dry wall. Homeowners cannot get their recovery started, and disaster-related damage worsens, 

when servicers can only release insurance funds payable to the homeowner and a licensed contractor. 

Fannie Mae and Freddie Mac have made temporary changes to their servicer guidelines that allow upfront pay-

ments of insurance proceeds directly to the homeowner under certain circumstances. The homeowner must be 

no later than 31 days delinquent (one missed payment) at the time of the disaster, and the total amount of insur-

ance proceeds must not exceed $40,000. For losses where the insurance proceeds exceed $40,000, payments 

must be made jointly to the homeowner and a licensed contractor, and initial upfront payments up to the greater 

of $40,000 or 33% of the total insurance proceeds may be disbursed by the servicer. 

NCST appreciates all of the work that FHFA, Fannie Mae and Freddie Mac are putting into their disaster response, 

and we hope that these policy changes take some of the stress out of the recovery and rebuilding process for 

struggling American families.  

Finally, we will continue to meet with policymakers to ensure that homeowners whose mortgages came through 

other channels can receive similar consideration. We have recently met with both FHA and Ginnie Mae, and we 

look forward to keeping you apprised of progress on those fronts as well. 
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