
 
 
 
Dear Member: 
 
PACDC, a 501(c)(3) nonprofit representing Philadelphia’s Community Development Corporations, is deeply 
concerned about the impact of the House and Senate tax reform proposals on housing and economic 
development programs in Philadelphia. Elements in either or both proposals could eliminate or curtail vital 
programs used to support revitalization efforts in distressed communities, provide housing to families in need, 
and could exacerbate housing affordability issues in Philadelphia and across the Commonwealth. 
 
Our primary concerns are: 

1) The elimination of tax exempt private activity bonds.  The House bill eliminates Tax exempt private 
activity bonds which allow qualified borrowers access to financing to support a range of important 
qualified projects that meet municipal needs –including non-profit hospitals and educational facilities, 
utilities, water and sewer projects, and affordable housing, which generates 4% Low Income Housing 
Tax Credit (LIHTC) developments. The 4% LIHTC program provides funding for new affordable housing 
units and the preservation of existing units that would otherwise be lost. However, the program requires 
access to tax exempt private activity bonds and will disappear in its entirety should they be lost. In the 
last 5 years this program has led to the construction or preservation of over 5,100 units of affordable 
housing across Pennsylvania and nearly 2,700 in Philadelphia alone – an average of about 540 units 
every year. The program has been growing dramatically in recent years to address the affordable 
housing crisis. 
 
In addition to the loss of the 4% LIHTC program, the tax reform proposal’s cut in corporate taxes is 
expected to result in a 15% reduction of units created through the 9% LIHTC program. The combined 
effect will be devastating to the production and preservation of affordable housing units for people and 
families who need them most. Philadelphia is already experiencing an affordable housing crisis: 78% of 
households making less than $50,000/year spend more on housing costs than they can afford, there are 
59,000 households making less than 30% AMI that spend more than half of their income on rent, while 
the Philadelphia Housing Authority’s waitlist is ten years long and closed. If these families can make 
rent, they do so by cutting spending on other necessities like food, clothing, medicine, and school 
supplies for their children. Every night there are 5,700 Philadelphians lacking permanent affordable 
housing in shelters, transitional housing, or out on the streets – 28% of whom are children.  Affordable 
housing developers get 12 applications for every available unit and there are over $3 requested for 
every available $1 to create new affordable homes.  
 
In addition to the important role of tax exempt private activity bonds in preserving and producing 
affordable rental housing, they also are used to help moderate-income first-time homebuyers. The 
Pennsylvania Housing Finance Agency uses Single Family Mortgage Revenue Bonds to assist these 
families with obtaining financing for their first homes. Eliminating the tax exemption will lead to an 
uncertain and doubtful future for these efforts – jeopardizing young families’ path to homeownership, a 
cornerstone of the American Dream. 
 
Our federal partners should be working with us to address these ongoing issues by strengthening, not 
eliminating, critical programs helping individuals and families in need. 
 



We urge you to work with your colleagues and leadership to protect these critical housing programs. 
 

2) The elimination of the New Market Tax Credit (NMTC) program. The House bill eliminates the NMTC 
program which encourages much needed economic development in disinvested communities by 
incentivizing private investment that would otherwise be unsupportable by prevailing market 
conditions. It has been an effective tool in community development, and projects supported by the 
NMTC program are not only a much needed source of jobs but also provide tangible benefits for the 
community. In Pennsylvania, $1.39 billion in NMTCs have leveraged an additional $1.58 billion in private 
investment benefitting 138 revitalization projects while creating over 21,100 jobs between 2003 and 
2014.  
 
For example, NMTCs were an important tool used by Asociación Puertorriqueños en Marcha for the 
construction of Paseo Verde on a formerly vacant lot in North Philadelphia. Paseo Verde is a LEED 
Platinum, transit oriented development of 120 housing units – half of which are affordable – with 
ground floor retail. Part of the commercial space is used for a Federally Qualified Health Center in 
addition to a locally owned pharmacy – a one stop shop to serve the health needs of the surrounding 
community. NMTCs have also been a critical tool in attracting supermarkets to “food deserts” which 
previously lacked access to a nearby source of affordable, healthy foods. The low margins of grocery 
stores makes operating in low-income neighborhoods at prices affordable to the surrounding 
community difficult without NMTCs. The well documented long-term negative health outcomes and 
increased medical costs associated with lacking access to healthy foods makes the NMTC an important 
tool in fostering better long-term health outcomes in communities. These are just a few examples of the 
many ways that NMTCs are leveraged across Pennsylvania to improve the context in which people live 
and the quality of the lives they lead. 
 
We urge you to work with your colleagues and leadership to protect this key tool for community 
economic development. 
 
 

3) The elimination of the Historic Tax Credit program. The House bill eliminates the Historic Tax Credit 
while the Senate bill cuts it in half. The Historic Tax Credit program is a critical tool in allowing for the 
rehabilitation and repurposing of important structures which would otherwise be financially unfeasible. 
As a World Heritage City, Philadelphia depends on the Historic Tax Credit to preserve the historic 
character of our communities for future generations. Across Pennsylvania over 600 projects have 
received Historic Tax Credits between 2002 and 2016. The $639 million in Historic Tax Credits leveraged 
over $3.21 billion in additional outside investment, generated over $837 million in tax revenues, and 
created over 58,000 jobs. In Philadelphia alone these credits leverage an average of $224 million and 
create over 1,000 jobs every year according to the Preservation Alliance.  

 
But these projects often do more than simply preserve a building. For example, the Nugent Home for Baptists is 
a historically significant 19th century building located in Northwest Philadelphia that was abandoned and slated 
for demolition. But thanks to an investment of Historic Tax Credits it was able to be transformed into the Nugent 
Senior Apartments – 57 units of affordable senior housing. Without the historic tax credits the neighborhood 
would not only have lost an architectural gem, but also the opportunity for much needed housing for vulnerable 
seniors.  
 



But the work of this successful program is far from over. The Germantown neighborhood in Philadelphia played 
an important role in the Revolutionary War and the history of the United States, and has a large stock of historic 
properties. Without the Historic Tax Credit the ability to preserve these properties for the 21st century will be 
thrown into doubt. As development pressures expand into more neighborhoods in Philadelphia the Historic Tax 
Credit is now more important than ever to ensuring the historic character of communities is protected for the 
future.  
 
We ask that you work with your colleagues and leadership to fully protect this important program for 
Philadelphia and Pennsylvania.   
 

4) The elimination of the deduction for State and Local Business Taxes (SALT). We are concerned about 
the impact of eliminating SALT deductions on rental housing prices in Philadelphia and across the 
Commonwealth. The loss of these deductions will represent an immediate and real added cost to 
landlords and could also lead to later increased borrowing costs for refinancing and repair loans. These 
added costs could place upward pressure on rental housing prices. While high-end renters may be able 
to absorb rental increases, they may not have to: saturation in high-end units has led to a “renters’ 
market” in which passing those costs along may not be an option. However, low and moderate income 
renters have no such leverage given the existing affordability crisis. This problem may be particularly 
acute in high-tax municipalities in which the loss of this deduction could be a considerable expense. The 
impact of changes to SALT deductions, or any other element of tax reform legislation, must be carefully 
studied to ensure it has no harmful impact on rental housing prices.  
 
We urge you to work with your colleagues and leadership to ensure that tax reform does not 
unintentionally increase rental prices for Pennsylvania families.  
 

We urge you to work to defend tax exempt private activity bonds, the New Market Tax Credit program, and the 
Historic Tax Credit Program while being mindful to ensure that any final legislation does not unintentionally 
increase rental costs for low and moderate income Philadelphians.  
 
Thank You, 
 
 
 
Garrett O’Dwyer 
Policy and Communications Associate 
PACDC 
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