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Summary

The Affordable Housing Credit Improvement Act (AHCIA) was introduced in 

Congress this session as S. 1136 and H.R. 2573.  The AHCIA is comprised of 

three key provisions that would expand access to the Low-Income Housing 

Tax Credit (LIHTC) by increasing the allocations, expanding basis boosts, 

and lowering the private activity bond threshold. Given the historical impor-

tance of the LIHTC program to Texas renters, the continued need for afford-

able housing that many residents face, and the prevalence of rural Persistent 

Poverty Counties in the state, passage of the AHCIA would have a massive 

impact upon the Texas affordable housing market. Passage of the AHCIA 

would provide the state with an influx of development and commerce while 

addressing the housing insecurity that many Texans face.
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About TAAHP

The Texas Affiliation of Affordable Housing Providers (TAAHP) is a 

non-profit trade association serving affordable housing industry providers. 

TAAHP works to increase the supply and quality of affordable housing for 

Texans. 

Founded in 1997, TAAHP is considered the “Voice of Affordable Housing 

in Texas,” and represents housing industry professionals involved in the 

financing, design, development, and management of affordable housing 

communities in Texas through public/private partnerships. TAAHP members 

produce tens of thousands of award-winning affordable housing communi-

ties with state-of-the-art designs, amenities, and resident services. For more 

information, visit www.taahp.org.



Introduction

The Affordable Housing Credit Improvement Act 

(AHCIA) was introduced in Congress this session 

as S. 1136 and H.R. 2573 and sits in committees 

in both Houses.  The AHCIA is a distinct bill from 

the attention-grabbing Build Back Better Act 

(BBBA), and is comprised of three key provisions 

that would expand access to the Low-Income 

Housing Tax Credit (LIHTC). First, the bill would 

lower the bond financing threshold for noncom-

petitive 4 percent Housing Credit developments. 

The current LIHTC has two financing categories, 

noncompetitive 4 percent credit and a compet-

itively awarded 9 percent credit. To qualify for 

the 4 percent credit under current rules, a devel-

opment must receive 50 percent or more of their 

financing for land and building costs through 

Private Activity Bonds (PABs). The AHCIA would 

lower this threshold to 25 percent, a provision 

that was also included in the Moving Forward Act 

passed by the House. 

The second key provision would increase the 

amount of 9 percent funds allocated by 25 per-

cent in both 2021 and 2022, totaling a 50 percent 

increase from current levels by 2022. This provi-

sion is built on top of a 12.5 percent increase that 

was passed in 2018 and expires in 2021. Cur-

rently, funds are allocated, per state, at a $2.81 

per-capita rate with a $3,245,625 minimum. 

This provision would increase that rate to $3.52 

in 2021 and $4.47 in 2022, with state minimums 

2021 AHCIA 
Highlights

Lowers Private Activity Bond 
Financing Requirement 

from 50% to 25% to qualify for 4% 
Housing Tax Credit Equity

Increases 9% Housing Tax 
Credits Allocated 

by 50% by 2022

Three 30% Basis Boosts
for All Housing Tax Credit Developments, 

Rural “Difficult to Develop” Areas, and 
Native American Areas



Introduction (cont.)

rising to $4,057,031 and $5,154,965 respec-

tively. If Congress allows the 12.5 percent 

increase to expire at the end of 2021, Texas 

would lose approximately $10.2 million in tax 

credit allocations. The bill also specifies annu-

al inflation adjustments from 2023 onwards.

The third major component of the AHCIA 

consists of three 30 percent “basis boosts”. 

These boosts expand by 30 percent the eligi-

ble basis costs from which the credit alloca-

tion is calculated. One boost currently allows 

allocating agencies discretion in offering the 

30 percent expansion for a development in 

the 9 percent credit program. The AHCIA 

would extend this discretion for projects fund-

ed by PABs in the 4 percent credit program. 

Another current basis boost applies to some 

rural areas designated as difficult develop-

ment areas (DDAs). The AHICA expands 

this boost to increase the portion of a city by 

population percentage that may be designat-

ed as a DDA from 20 to 30 percent, expands 

the number of nonmetro counties eligible for 

DDA designation, and would extend the des-

ignation to areas in metropolitan counties of a 

rural nature, as defined by section 520 of the 

Housing Act of 1949. A third boost designates 

any Indian Area (as defined by the Native 

American Housing Assistance and Self De-

termination Act) as a DDA and mandates the 

2021 AHCIA 
Highlights

50% Basis Boost Option 
for Extemely Low-Income 

Properties
States would have descretion to 

award this basis boost to increase 
housing supply for those earning less 

than 30% AMI

Increases Eligible Basis of 
Costs for Energy Benefits

for those Affordable Housing properties 
that receive energy benefits

Removes Potential for 
Corruption 

by prohibiting States from considering 
support or opposition by local officials 

as part of their criteria for awarding 
housing tax credits.



Introduction (cont.)

consideration of the affordable housing needs of Native Americans in 

the selection criteria for receiving LIHTC funds. Native American prop-

erties have been historically difficult to develop because land on reser-

vations cannot be collateralized or sold, increasing lender risk.

Other provisions of the bill prohibit states from considering the support 

or opposition of local officials as part of their criteria in awarding the 

tax credits; allow low-income housing properties that receive ener-

gy benefits to enjoy a larger eligible basis of costs; include relocation 

expenses for current residents in eligible basis calculations, when devel-

opers wish to preserve existing properties; and grant states discretion 

to award a 50 percent basis boost for properties targeting extremely 

low-income renters. 



Potential Impacts of 2021 AHCIA

National & Texas

Novogradac, a national public accounting, valuation, and consulting firm, has released 

their projected nationwide impacts of passing the AHCIA. They estimate that if the bill 

passes as currently written, an additional 2,015,000 affordable rental homes could be 

financed over the next decade, housing up to 4.7 million low-income residents (Wallace 

and Lawrence1). 1,494,000 of these homes will result from lowering the 50 percent test to 25 

percent, 222,000 will result from the 30 percent basis boosts, and 299,000 will result from 

the increase in allocation of funds for the 9 percent credit program (Wallace and Law-

rence1). Novogradac further projected state-level impacts, forecasting that Texas would 

gain an additional 157,400 rental homes over the next decade, as well as 233,600 new jobs, 

$26.9 million in business income, and $9.3 million in federal, state, and local taxes (Wallace 

and Lawrence1). Texas is projected to gain the second-most homes as a result of AHCIA 

passage nationwide, behind only California. These projections are based upon a model 

that includes historical data listed in the National Council of State Housing Agencies’ (NHS-

CA) annual factbook, a review of cost data from national PAB-financed developments, 

Census projections of state population growth, and Congressional Budget Office inflation 

estimates. Novogradac’s model has individually calculated estimates for new construction, 

substantial rehabilitation, and acquisition developments. 

POTENTIAL
Impact Over Next 10 Years

TEXAS

Finance 157,400 
Affordable Homes

$

Housing up to 367,136 
Low-Income Residents

NATIONAL

Finance 2,015,000 
Affordable Homes

$

Housing up to 4.7 Million 
Low-Income Residents



Housing Tax Credit 
Need in Texas

Affordable Rental Housing A.C.T.I.O.N., an 

advocacy group, has also published relevant 

data compiled by NCSHA regarding the impact 

of affordable housing credits. The data is first 

released in a NCSHA Annual Factbook that con-

tains information specific to each state housing 

finance agency. According to the NCHSA, from 

the start of the LIHTC through 2018, the pro-

gram has been responsible for the development 

and maintenance of 317,510 affordable homes 

in Texas, generated $21.9 billion in tax revenue 

and $62.9 billion in wages and business income, 

and has served 737,390 low-income households 

(“Texas Housing Credit State Fact Sheet”). Texas 

also faces a pressing need for affordable hous-

ing; ACTION cites the National Low Income 

Housing Coalition’s 2020 Out of Reach report 

which indicates that a minimum wage worker 

in Texas must work 95 hours a week to afford 

a modest one-bedroom apartment. This prob-

lem is widespread in Texas; the Census Bureau’s 

American Community Survey reported that in 

2019, 47.7 percent of renters in Texas paid thirty 

percent or more of their income towards housing 

costs. 

According to the Congressional Research Ser-

vice, 39 Texas counties are classified as persistent 

poverty counties (PPCs). These are counties that 

“maintained poverty rates of 20% or more for 

the past 30 years” (Dalaker1). Of those, 24 are 

2020 Housing Tax Credit 
Allocation Requests

$155,635,080

In 2020  
Texas was able 

to Fund Just

of the total amont applied 
for by affordable housing 

providers

54%

Available 
2020 Housing 

Tax Credit Allocations

$83,398,971

Vs



Housing Tax Credit Need in Texas (cont.)

classified as rural counties 

by the Consumer Financial 

Protection Bureau. The 

combined population of 

these rural PPCs in Texas 

is 367,402 (“Texas Demo-

graphic Center”). Freddie 

Mac recently released a 

white paper outlining the 

challenges that PPCs face 

in developing affordable housing options and 

how the LIHTC helps to overcome them. They 

note that renting is more common in rural 

PPCs than in rural counties generally, and the 

rental stock is primarily single-family housing.  

Consequently, multifamily stock is support-

ed at a rate three times the national average 

and one and a half times the rural average; 

40 percent of these multifamily dwellings are 

supported by the LIHTC. Nationally, rural 

PPCs have a greater workforce dependency 

rate; that is, a larger proportion of rural PPC 

residents are over the age of 65 or under the 

age of 14, which creates a dependency rate 

four percent higher than the national average. 

Construction in these areas of multifamily units 

also depends on the LIHTC at outsized rates; 

the credit supports 40 percent of properties in 

rural PPCs, which is more than three than the 

national average (“LIHTC in Rural Persistent 

Poverty Counties”). The 

white paper also points out 

the role that state agencies 

play in disbursing LIHTC 

funds, and how that can 

work against rural areas. 

States tend to incentivize 

development in high op-

portunity areas that they 

believe will result in upward 

economic mobility for residents. However, this 

can result in underserving rural communities 

that are especially in need of housing support. 

Additionally, these rural PPCs also depend 

upon other federal assistance to develop 

properties. Over 58 percent of LIHTC prop-

erties in those areas are supported by other 

housing programs, which is far higher than 

the national average of 43 percent. Building 

LIHTC financed units can also have positive 

impacts on the area beyond just the provision 

of housing; a Stanford University paper con-

tends that subsidized housing in low-income 

communities lowers violent and property 

crime and increases home values (“LIHTC in 

Rural Persistent Poverty Counties”). The paper 

concluded by noting outsized importance that 

LIHTC units play in the rural PPC affordable 

housing market, especially given the many 

challenges to investment in these areas.

POTENTIAL 2021 AHCIA  
Benefits in Texas



AHCIA Benefits in Texas

Given the historical importance of the LI-

HTC to Texas renters, the continued need 

for affordable housing that many residents 

face, and the prevalence of rural PPCs in the 

state, passage of the AHCIA would have a 

massive impact upon the Texas affordable 

housing market. The increase in allocations, 

expansion of basis boosts, and lowering of the 

PAB threshold would provide a tremendous 

amount of opportunity for developers seeking 

to provide affordable housing in Texas by ex-

panding the range and scope of projects that 

are financially feasible. To further elucidate 

the impact that each of these main provisions 

would have upon the Texas housing market, 

it is useful to examine a hypothetical $17.5 

million development built in one of the state’s 

rural PPCs or rural areas in metropolitan coun-

ties. If, under current legislation, the eligible 

basis costs for this property are $8.75 million, 

the upfront equity from the noncompetitive 4 

percent tax credit financing would yield $3.2 

million. With passage of the AHCIA, the 30 

percent basis boost expansion would bring 

the eligible basis costs to $14 million, and the 

upfront equity to $11.5 million. This increase 

would ease the pressure on investors, allowing 

them to face less debt and a more secure road 

to building profitable affordable housing units. 

Additionally, the AHCIA pairs these basis 

boosts with a reduction in the requirement for 

PAB financing. Under this new framework, 

POTENTIAL 2021 AHCIA  
Benefits in Texas

Drastically Reduces $ amounts needed for 
Private Activity Bonds in Texas —  
which was short $2 Billion in 2021

4% HOUSING TAX CREDIT 
PROGRAM

$
9% HOUSING TAX CREDIT 

PROGRAM

Would result in a 41% Increase 
in Funding allocated to the 

State of Texas

$



AHCIA Benefits in Texas (cont.)

the development would only need to have 

25 percent of its development costs funded 

through PABs, or approximately $4.4 mil-

lion. Combined with the basis boosts, this 

would represent $15.875 million in funding 

for a development costing only $17.5 mil-

lion. Not only is this funding more expansive 

under the AHCIA, but it also lowers the ob-

stacle that some developers face in securing 

PABs. Given that, in 2021, the State of Texas 

received $2 billion more in PAB requests 

than the state ceiling allowed, lowering the 

PAB financing requirement would drasti-

cally expand the number of developments 

that developers can build, and pairing this 

reduction with basis boosts will provide an 

even stronger financial incentive to create 

new units in DDAs. 

The other major component of the AHCIA, a 

50 percent program expansion in 9 percent 

LIHTC allocations, would expand the num-

ber of developments that can be initiated 

in Texas. For a state of 29 million residents, 

the expansion would increase the amount of 

available LIHTC funding from $81.5 million 

to $129.6 million, a boon to Texan renters 

and developers. This is a tremendous invest-

ment in the future of affordable housing in 

Texas; passage of the AHCIA would provide 

the state with an influx of development and 

commerce while addressing the housing 

insecurity that many Texans face.



Current Status of AHCIA

Sources

Currently, the AHCIA sits in committee in 

both houses of Congress. Introduced on 

April 15th, 2021 as S. 1136 and as H.R. 

2573, it is being considered by the Senate 

Committee on Finance and the House Com-

mittee on Ways and Means, respectively. 

Parts of the AHCIA have been incorporat-

ed into the Build Back Better Act (BBBA), 

which congressional Democrats hope to 

have passed by Thanksgiving. However, the 

BBBA does not encompass the entirety of 

the AHCIA’s provisions. The BBBA includes 

the increased per capita allocations, but 

at a lower rate than the AHCIA specifies; 

it lowers the PAB financing threshold to 25 

per cent from 50 per cent; and it expands 

the definition of DDAs to include more rural 

areas. These are all important components 

of the AHCIA, but passage of the BBBA will 

not sufficiently address the concerns of Tex-

an renters and developers; only the AHCIA 

comprehensively invigorates and expands 

the housing tax credit program.
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