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September 17,1999 

The Honorable Andrew M. Cuomo 
The Secretary of Housing and Urban Development 

Subject: Tax Credits: The Use of Tenant-Based Assistance in Tax-Credit-Supnorted 
Pronerties 

Dear Mr. Secretary: 

In March 1997, we issued a report’ on the characteristics of residents and properties that 
have benefited from the Low-Income Housing Tax Credit program. Under this program, 
the states are authorized to allocate federal tax credits as an incentive for the private 
sector to develop or substantially rehabilitate rental housing for low-income households. 
The program is currently the largest source of federal funds for this purpose. In addition, 
the federal government provides rental assistance, either directly to tenants, through 
vouchers (tenant-based rental assistance), or to property owners, for units under contract 
with the government (property-based rental assistance). Both types of rental assistance 
may be used with tax credits. 

Some months after we issued our report, we began working with your Office of Policy 
Development and Research on several issues that the Office is studying in connection 
with the Low-Income Housing Tax Credit program. One of these issues is the use of 
tenant-based rental assistance in tax-credit-supported properties. At the Office’s request, 
we further analyzed some of the data relevant to this issue that we collected for our 
March 1997 report. The enclosures contain our analyses. Enclosure I provides our 
estimate of the number of properties and households that received rental assistance. 
Enclosure II provides information on certain characteristics of households that received 
tenant-based rental assistance, properly-based rental assistance, and no rental assistance. 
Enclosure III focuses exclusively on properties in which at least one household received 
tenant-based rental assistance. The tables in this enclosure analyze the extent to which 
tenant-based rental assistance was used. 

‘Tax Credits: ODaorkmities to Imnrove Oversipht of the Low-Income Housing Program (GAO/GGD/RCED-97-55, Mar. 28, 
1997). 
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Our analyses are based on data we collected for our 1997 report from our probability 
sample of Low-Income Housing Tax Credit properties.2 Because the estimates in the 
enclosures are based on data collected for a sample of about 400 properties rather than 
for all tax credit properties (about 4, loo), the estimates are subject to sampling error. 
The sampling error, at the 95-percent confidence level, is provided for each estimate in 
the enclosures. In addition, our sample was designed to provide estimates for tax credit 
properties and households as a whole. It was not designed to provide reliable estimates 
for subgroups of properties or households, such as those receiving tenant-based rental 
assistance. Therefore, the sampling errors associated with many of the estimates in the 
enclosures are very large. Our sampling method is described fully in appendix I of our 
1997 report. We performed our analyses from May through August 1999 in accordance 
with generally accepted government auditing standards. 

----- 

We are sending copies of this report to your Office of Policy Development and Research. 
We will make copies available to others on request. 

If you have any further questions, please call me at (202) 512-7631. Key contributors to 
this report were Karen Bracey, Dennis F’ricke, David Lewis, and Elizabeth Eisenstadt. 

Sincerely yours, 

Director, Housing and Community 
Development Issues 

Enclosures - 3 

‘These properties were placed in setice in the 48 contiguous states and the District of Columbia Tom Jan. 1,1992, through 
Dec. 31, 1994. 
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Enclosure I : 

Table 1: Number and Percentage of Tax Credit Properties and Households Receiving Rental Assistance 

Households in tax credit 
units receiving rental All households in tax 

All tax credit properties assistance credit units 
Type of rental 
assistance used at 
property Number Percent Number Percent Number Percent 
Property-based” 

Estimate I 1,531 1 36 1 38,032 1 70 1 44,976 1 31 
Sampling error 308 1 81 5,999 1 61 6,608 1 5 

Note: Numbers may not add to totals because of rounding. 

“Property-based rental assistance was available to at least one unit in this property. This category includes properties financed with 
Rural Housing Service Section 515 loans and properties with HUD property-based rental assistance programs. 

bNo units in this property received property-based rental assistance, and at least one household received tenant-based rental 
assistance. 

“No units in this property were eligible for property-based rental assistance, and no households received tenant-based rental 
assistance. 

“No observations. 

“No information on rental assistance was provided. 

Observations 

l In 36 percent + 10 percent (about 26 to 46 percent) of the properties, at least one tenant 
received tenant-based rental assistance. 

l Thirty percent + 6 percent (about one-fourth to one-third) of all the tenants who benefited 
from rental assistance received tenant-based assistance. 

l In the 1,502 + 466 properties classified as benefiting from tenant-based rental assistance, 
70,308 + 7,396 households lived in tax credit units. Only 16,532 -t- 2,981 of these households 
received tenant-based rental assistance. 
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Enclosure II 

Table 2: Rental Assistance Received by, and Incomes of, Households in Tax Credit Units 

Type of rental 
assistance 
Properly-based” 

Estimate 
Sampling error 

Occupied tax credit units 
Units with data on household and area 

All units median income 
Average 

household 
income as a 
percentage 

of area 
median 

Number Percent Number Percent income 

38,032 1 27 1 37,493 1 27 1 26 
5,999 1 41 5,959 / 41 1 

Total 
Estimate 142,865 1 100 I 140,077 1 100 ( 37 
Sampling error 2,912 I 3,011 I 1 

Note: Numbers may not add to totals because of rounding. 

“Household received rental assistance, and some units in the property where the household lived were eligible for property-based rental assistance. 

“Household received tenant-based rental assistance, and no units in the property where the household lived were eligible for property-based rental 
assistance. 

“Household did not receive rental assistance. 

dNo information on rental assistance was provided. 

Observations 

Data on household and area median income were fairly complete for the approximately 143,000 tax 
credit units. 

Our analysis of the data revealed no statistically significant difference in the average household income 
as a percentage of the area median income for households receiving tenant-based rental assistance and 
households receiving property-based rental assistance. (P-value T-test = 0.0674.) 
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Enclosure II 

Table 3: Income of Tax Credit Households as a Percentage of Area Median Income, by Type of Rental Assistance 

Household income as a 
percentage of area 
median income 
Less than 30% 

Estimate 
Sampling error 

Tax credit households receiving 
Property-based Tenant-based No rental All tax credit 

rental assistance’ rental assistanceb assistance’ Unknownd households 

Number Percent Number Percent Number Percent Number Percent Number Percent 

) 23,319 I 61 1 11,092 1 67 1 14,141 1 17 ) 940 1 28 1 49,492 1 35 
/ 3,968 1 5 1 2,213 ( 7 1 2,106 1 21 537 1 6 1 3,646 ) 3 

Sampling error I 5,999 I 2,981 ( I 6,081 I I 1,522 I I 2,912 I I 

Notes: 

1. Shading indicates that the sampling error exceeds the estimate. 

2. Numbers may not add to totals because of rounding. 

“Household received rental assistance, and some units in the property where the household lived were eligible for property-based rental assistance. 

bHousehold received tenant-based rental assistance, and no units in the property where the household lived were eligible for property-based rental 
assistance. 

‘Household did not receive rental assistance. 

dNo information on rental assistance was provided. 

Observation& 

According to our analysis of the data, there was no statistically significant difference in the distribution 
of household income as a percentage of the area median income for households receiving tenant-based 
rental assistance and households receiving property-based rental assistance. (Chi Sq P-value = 0.0719.) 

Households receiving tenant-based rental assistance were more likely to have low incomes than 
households that did not receive rental assistance. (Chi Sq P-value = 0.0000.) 
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Enclosure II 

Table 4: Rent Burden of Tax Credit Households, by Type of Rental Assistance 

Tax credit households receiving 
Property-based Tenant-based No rental All tax credit 

rental assistance’ rental assistanceb assistance’ Unknown’ households 
Percentage of income 
paid for rent Number Percent Number Percent Number Percent Number Percent Number Percent 
O-30% 

Estimate 35,191 I 93 13,549 I 82 1 33,158 1 39 I: .:. :20:.) 1 1 81,918 1 57 
Sampling error 5,736 I 4 2,623 1 6 1 3,279 I 31 .&?I 1 I 4,573 I 3 1 

31%-40% 
Estimate 493 1 1 I E . . 1 30,341 1 21 i76 4 1 29,171 I 34 1 

1 Sampling error I 349 I 1 I 238 1 1 I 2,596 I 21 0 e 1 2,586 1 2) 
41% or more 

Estimate 
Sampling error 

694 1 2 ) 1,089 1 71 21,829/ 26 1 . . 1 23,612 1 17 
435 1 1 1 405 I 2 I 2,290 I 21 a e 1 2,327 1 2 

Unknown 
Estimate ( 1,654 ( 4 j 1,218 1 71 771 1 1 ( 3,352 1 99 1 6,995 1 5 
Sampling error 1 1,469 1 41 1,062( 61 343 I 01 I,5221 1 ( 2,362 1 2 

Total 
Estimate 1 38,032 ( 100 1 16,532 1 100 1 84,929 1 100 1 3,372 1 100 1 142,865 ( 100 
Sampling error 1 5,999 I ) 2,981 1 I 6,081 1 ) 1,522 I 1 2,912 1 

Notes: 

1. Shading indicates that the sampling error exceeds the estimate. 

2. Numbers may not add to totals because of rounding. 

“Household received rental assistance, and some units in the property where the household lived were eligible for property-based rental assistance. 

‘Household received tenant-based rental assistance, and no units in the property where the household lived were eligible for property-based rental 
assistance. 

“Household did not receive rental assistance. 

dNo information on rental assistance was provided. 

Observations 

l The rent burden (percentage of income paid for rent) was generally higher for households receiving 
tenant-based rental assistance than for those receiving property-based rental assistance. (Chi Sq P-value 
= 0.0001.) 

l The rent burden was lower for households receiving tenant-based rental assistance than for those 
receiving no rental assistance. (Chi Sq P-value = 0.0000.) 
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Enclosure II 

Table 5: Geographic Distribution, by Census Region, of Tax Credit Households, by Type of Rental Assistance 

1. Shading indicates that the sampling error exceeds the estimate. 

2. Numbers may not add to totals because of rounding. 

“Household received rental assistance, and some units in the property where the household lived were eligible for property-based rental assistance. 

‘Household received tenant-based rental assistance, and no units in the property where the household lived were eligible for property-based rental 
assistance. 

“Household did not receive rental assistance. 

dNo information on rental assistance was provided. 

Observations 

l The data did not reveal statistically significant differences in the geographical distribution of households 
receiving tenant-based rental assistance and households receiving property-based rental assistance. (Chi 
Sq P-value = 0.1005.) 

l The data revealed statistically significant differences in the geographical distribution of households 
receiving tenant-based rental assistance and households receiving no rental assistance. (Chi Sq P-value 
= 0.0182.) 
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Enclosure II 

Table 6: Location of Tax Credit Households, by Type of Rental Assistance 

Sampling error 
Total 

Estimate 
Sampling error 

1 3,757 1 91 1,426( 8 I 3,921 I 4) 769 1 20 I 5,904 1 4 

1 38,032 1 100 1 16,532 ) 100 1 84,929 1 100 ( 3,372 1 100 1 142,865 ( 100 
1 5,999 1 ( 2,981 I I 6,081 1 1 1,522 1 I 2,912 1 

Notes: 

1. Shading indicates that the sampling error exceeds the estimate. 

2. Numbers may not add to totals because of rounding. 

“Household received rental assistance, and some units in the property where the household lived were eligible for property-based rental assistance. 

“Household received tenant-based rental assistance, and no units in the property where the household lived were eligible for property-based rental 
assistance. 

“Household did not receive rental assistance. 

dNo information on rental assistance was provided. 

Observations 

. Households receiving tenant-based rental assistance were more likely to live in central cities and less 
likely to live in nonmetropolitan areas than households receiving property-based rental assistance. (CM 
Sq P-value = 0.0000.) 

l Households receiving tenant-based rental assistance were less likely to live in metropolitan areas outside 
the central city than households receiving no rental assistance. (Chi Sq P-value = 0.0091.) 
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Enclosure II 

Table 7: Poverty Rate of Census Tracts in Which Tax Credit Households Resided, by Type of Rental Assistance 

Notes: 

1. Shading indicates that the sampling error exceeds the estimate. 

2. Numbers may not add to totals because of rounding. 

“Household received rental assistance, and some units in the property where the household lived were eligible for property-based rental assistance. 

“Household received tenant-based rental assistance, and no units in the property where the household lived were eligible for property-based rental 
assistance. 

‘Household did not receive rental assistance. 

“No information on rental assistance was provided. 

Observations 

The data revealed statistically significant differences in the poverty rates of the Census tracts lived in by 
households receiving tenant-based rental assistance and by those receiving property-based rental 
assistance. (Chi Sq P-value = 0.0300.) 

The data did not reveal statistically significant differences in the poverty rates of the Census tracts lived 
in by households receiving tenant-based rental assistance and by those receiving no rental assistance. 
(Chi Sq P-value = 0.2602.) 
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Enclosure II 

Table 8: Size of Tax Credit Properties, by Type of Rental Assistance 

Tax credit households receiving I 
I Property-based I Tenant-based I No rental All tax credit 

Number of units in 
property 

rental assistance’ rental assistanceb assistance’ Unknown” households 

Number Percent Number Percent Number Percent Number Percent Number Percent 

- . - I  . - -  

Estimate 1 9,277 / 24 1 6,282 1 38 1 39,042 1 46 1 1,188 1 35 1 55,789 1 39 
Sampling error I 2,931 I 71 1,657 1 91 6,016l 61 115 1 16 1 6,993 1 5 

Total 
Estimate 1 38,032 1 100 1 16,532 1 100 1 84,929 1 100 1 3,372 ( 100 ( 142,865 1 100 
Sampling error I 5,999 1 1 2,981 I 1 6,981 I 1 7,522 ( I 2,912 I 

Notes: 

1. Shading indicates that the sampling error exceeds the estimate. 

2. Numbers may not add to totals because of rounding. 

“Household received rental assistance, and some units in the property where the household lived were eligible for property-based rental assistance. 

‘Household received tenant-based rental assistance, and no units in the property where the household lived were eligible for property-based rental 
assistance. 

‘Household did not receive rental assistance. 

“No information on rental assistance was provided. 

Observations 

l Households receiving tenant-based rental assistance were more likely to live in properties with larger 
numbers of units than households receiving property-based assistance. (Chi Sq P-value = 0.0093.) 

l The data did not reveal statistically significant differences in the size of the properties (defined as the 
number of units in the properties) lived in by households receiving tenant-based rental assistance and by 
those receiving no rental assistance. (Chi Sq P-value = 0.1772.) 
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Enclosure III 

Table 9: Extent of Tenant-Based Rental Assistance at Tax Credit Properties in Which at Least One 
Household RBceived Such Assistance 

Note: Numbers may not add to totals because of rounding. 

“A property was classified as receiving tenant-based rental assistance if at least one household received rental assistance and 
none of the property’s units was eligible for property-based rental assistance. 

%rcludes households living in properties where information on rental assistance was not known for more than 5 percent of the 
households. 

Observations 

l None. 
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Enclosure III 

Table 10: Extent of Tenant-Based Rental Assistance at Tax Credit Properties in Which at Least One 
Household Received Such Assistance, by Census Region 

Sampling error 169 1 15 I 443 I 73 I 51 466 1 

Notes: 

1. Shading indicates that the sampling error exceeds the estimate. 

2. Numbers may not add to totals because of rounding. 

“A property was classified as receiving tenant-based rental assistance if at least one household received rental assistance and 
none of the property’s units was eligible for property-based rental assistance. 

Thirty percent or fewer of the property’s tax credit households received tenant-based rental assistance. 

‘Over 30 percent of the property’s tax credit households received tenant-based rental assistance. 

?ncludes households living in properties where information on rental assistance was not known for more than 5 percent of the 
households. 

Observation 

l The data did not reveal any statistically significant differences among Census regions in the 
extent to which tenant-based rental assistance was used. (Chi Sq P-value = 0.2162.) 
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