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Why GAO Did This Study 
The LIHTC program, established under 
the Tax Reform Act of 1986, is the 
largest source of federal assistance for 
developing affordable rental housing 
and cost an estimated $8 billion in 
forgone revenue in 2014. LIHTC 
encourages private equity investment 
in low-income housing through tax 
credits. HFAs receive an annual 
allocation of tax credits and 
competitively award the credits to 
owners of qualified projects. GAO was 
asked to review the administration and 
oversight of the program. This report 
addresses, among other things, (1) 
IRS oversight of LIHTC and (2) how 
LIHTC administration and oversight 
compare with that of other tax credit 
programs. GAO reviewed regulations 
and guidance for monitoring HFAs and 
taxpayers; analyzed information on 
IRS audits of HFAs; reviewed selected 
programs that award tax credits 
similarly to LIHTC; and interviewed 
IRS, HUD, and HFA officials. 

What GAO Recommends 
Congress should consider designating 
HUD as a joint administrator of the 
program. HUD’s role should include 
oversight responsibilities (such as 
regular monitoring of HFAs) to help 
address deficiencies GAO identified. 
Treasury agreed HUD could be 
responsible for analyzing the 
effectiveness of LIHTC, with IRS 
continuing to enforce tax law. HUD and 
IRS did not comment on the matter for 
congressional consideration. HUD 
supported consideration of a structure 
for enhanced interagency coordination. 
The association representing HFAs 
disagreed with the matter. GAO 
maintains that joint administration 
would strengthen program oversight. 

What GAO Found 

Internal Revenue Service (IRS) oversight of the Low-Income Housing Tax Credit 
(LIHTC) program has been minimal. Specifically, since 1986 IRS conducted 
seven audits of 56 state housing finance agencies (HFA) on which IRS relies to 
administer and oversee the program. (HFAs are state-chartered authorities 
established to meet affordable housing needs.) Federal internal control standards 
call for monitoring to be performed continually in the course of normal operations 
and be ingrained in agency operations. Oversight of HFAs has been minimal, 
partly because LIHTC is viewed as a peripheral program in IRS in terms of its 
mission and priorities for resources and staffing. Without such reviews, IRS 
cannot determine the extent of noncompliance and other issues at HFAs. 

IRS jointly administers other programs: the Historic Rehabilitation Tax Credit with 
the National Park Service and the New Markets Tax Credit with the Community 
Development Financial Institutions Fund in the Department of the Treasury. The 
federal agencies that work with IRS to oversee these programs have missions 
consistent with the purposes of these programs; they also conduct monitoring, 
report on performance, and collect data. For example, officials of both agencies 
told GAO that staff routinely conduct site visits and other project reviews. In these 
cases, IRS also is able to benefit from the other federal agencies’ policy and 
subject-matter expertise. Likewise, the Department of Housing and Urban 
Development’s (HUD) experience in administering affordable housing programs 
and working with HFAs may benefit IRS in its administration and oversight of the 
LIHTC program. More specifically, HUD relies on state and local housing 
agencies (including HFAs) to implement its programs and already has processes 
and procedures in place to oversee them. Although GAO and others have 
identified weakness in HUD’s program evaluation and oversight activities, HUD 
has taken steps to address some of these issues and its existing processes and 
procedures constitute a framework on which further changes and improvement 
can be made. Moreover, IRS is not well positioned to oversee LIHTC. Since 
1990, IRS has been on GAO’s high-risk list due to significant capacity challenges 
and incomplete monitoring of tax law enforcement. IRS’s budget has been 
reduced by 10 percent and enforcement program performance and staffing levels 
have declined since 2010.  

Joint administration with HUD could better align program responsibilities with 
each agency’s mission and more efficiently address existing oversight 
challenges. Under joint administration, IRS could retain responsibilities consistent 
with its mission (as it does in the other two tax credit programs). For example, 
IRS could continue to enforce taxpayer compliance. Assigning oversight 
responsibilities to HUD could involve additional resources for HUD. For LIHTC 
and the other two programs, GAO found that each used different mechanisms to 
fund administrative responsibilities. For instance, Historic Rehabilitation uses 
fees to fund its program, including oversight, while New Markets requests funding 
through annual appropriations. The level of resources that would be needed to 
perform an adequate level of oversight of HFAs is not known. An estimate of 
potential costs and funding options for financing enhanced federal oversight of 
the LIHTC program could benefit the agency involved and provide useful 
information to Congress. 
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441 G St. N.W. 
Washington, DC 20548 

July 15, 2015 

The Honorable Charles E. Grassley 
Chairman 
Committee on the Judiciary 
United States Senate 

Dear Senator Grassley: 

The Low-Income Housing Tax Credit (LIHTC) program, established under 
the Tax Reform Act of 1986, is the largest source of federal assistance for 
developing affordable rental housing and cost an estimated $8 billion in 
forgone revenue in 2014. The program encourages private-equity 
investment in low-income housing through tax credits and is administered 
by one federal agency and state agencies—the Internal Revenue Service 
(IRS) and state housing finance agencies (HFA). HFAs are state-
chartered authorities established to meet the affordable housing needs of 
the residents of their states and administer a wide range of affordable 
housing and community development programs. Each state receives an 
annual allocation of LIHTCs, determined by statutory formula according to 
population.1 HFAs then competitively award the tax credits to owners of 
qualified rental housing projects that reserve all or a portion of their units 
for low-income tenants.2 Developers typically attempt to obtain funding for 
their projects by attracting third-party investors that are willing to 
contribute equity to the projects; the project investors then can claim the 
tax credits. 

                                                                                                                     
1We use “annual allocation of LIHTCs” in lieu of the statutory term, “state housing credit 
ceiling.” The state housing credit ceiling is the aggregate amount of housing credit 
allocations that may be made in any calendar year by HFAs in the state and may not 
exceed the state’s housing credit ceiling for such calendar year. The housing credit ceiling 
for each state for calendar year 2015 is the greater of $2.30 multiplied by the state’s 
population or $2,680,000. A state’s population for any calendar year is determined by 
reference to the most recent census estimate (whether final or provisional) released by the 
Bureau of the Census before the beginning of the calendar year for which the housing 
credit ceiling is set. 
2We use “LIHTC” or “tax credits” rather than the statutory term, “housing credit dollar 
amount,” which is defined as an HFA’s apportionment of the state housing credit ceiling 
for such year. 

Letter 
 



 
 
 
 
 

Page 2 GAO-15-330  LIHTC Federal Role 

We and others have observed that severe resource constraints could 
affect the ability of IRS to administer its programs.3 In a February 2015 
report, we found that IRS staffing reductions and other budget issues 
affected the number of tax return examinations conducted.4 For example, 
IRS’s appropriations declined below fiscal year 2009 levels, affecting staff 
levels (a reduction of 9 percent since 2009) and examinations. 

You asked us to review how the LIHTC program is administered and 
identify any oversight issues. This report (1) discusses how the LIHTC 
program is administered; (2) evaluates processes for overseeing the 
LIHTC program; and (3) compares the administration of other tax credit 
programs with LIHTC. 

To determine how the LIHTC program is administered, we reviewed IRS 
regulations and guidance; documentation on the role of HFAs, investors, 
and syndicators in the LIHTC program; and specific monitoring 
requirements of other federal programs that also may be funding sources 
for projects with LIHTCs, such as the Home Investment Partnerships 
(HOME) program and the project-based Section 8 rental assistance 
program.5 We interviewed the National Council of State Housing 
Agencies (NCSHA) and reviewed relevant documents for information to 
illustrate the number of LIHTC units that contain other federal funding. We 
chose this group because it represents HFAs and advocates for 
affordable housing. We also interviewed officials from IRS, Department of 

                                                                                                                     
3Senate Committee on Appropriations, Subcommittee on Financial Services and General 
Government, Review of the President’s Fiscal Year 2016 Funding Request for the 
Department of the Treasury and the Internal Revenue Service, 114th  Cong., 1st  sess., 
March 3, 2015; testimony of J. Russell George, Treasury Inspector General for Tax 
Administration. For the same hearing, also see testimony of Nina E. Olson, National 
Taxpayer Advocate. 
4GAO, Internal Revenue Service Observations on IRS’s Operations, Planning, and 
Resources, GAO-15-420R (Washington, D.C.: Feb. 27, 2015). 
5Syndicators are intermediaries that connect developers seeking equity investments in an 
LIHTC project with investors and charge a fee for overseeing the investment transaction. 
HOME is administered by HUD, and provides formula grants to localities and states to 
fund activities that build, buy, or rehabilitate affordable housing for rent or homeownership 
or provide direct rental assistance to low-income people. HUD’s project-based Section 8 
rental assistance program provides rental subsidies for eligible tenant families. All such 
assistance is project-based, meaning that HUD commits the subsidy for the assisted units 
of a particular property for a contractually determined period. 

http://www.gao.gov/products/GAO-15-420R�
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the Treasury (Treasury), Department of Housing and Urban Development 
(HUD), and two HFAs on program administration.6 

To evaluate processes for overseeing the LIHTC program, we reviewed 
IRS policies and guidance including how HFAs and taxpayers are 
selected for review.7 We reviewed federal internal control standards to 
identify key activities that help ensure that the program is addressing 
requirements and that appropriate actions are taken to address program 
risks.8 We also reviewed strategic and annual reports of IRS, Treasury, 
and HUD to identify any program goals and performance measures on 
the LIHTC program. We analyzed information contained in IRS’s Low-
Income Housing Credit database from December 2005 to August 2014. 
We assessed the reliability of the database and determined that data 
reliability issues impeded our analysis, as discussed further in this report. 
Therefore, we limited our discussion to the type of information collected, 
the extent to which the information was collected, and potential analysis 
that could be conducted if the data were more complete and accurate. 
We also interviewed officials and reviewed documents at IRS, Treasury, 
HUD, and two HFAs on IRS processes for overseeing the program. 

To compare the administration of other tax credit programs with the 
LIHTC program, we reviewed other tax credit programs administered by 
IRS to identify those most similar in purpose and structure to LIHTC. We 
focused on the Historic Rehabilitation Tax Credit and New Markets Tax 
Credit programs because both are aimed at encouraging community 
development and are jointly administered by IRS and another federal 
agency—the Department of Interior’s National Park Service (NPS) and 
Treasury’s Community Development Financial Institutions (CDFI) Fund, 

                                                                                                                     
6We conducted interviews at the Georgia HFA and Illinois HFA to determine how the 
program was administered. We selected these two HFAs based on prior work conducted 
at these locations for other GAO reports on the Tax Credit Assistance Program (TCAP) 
administered by HUD, and the Grants to States for Low-Income Housing Projects in Lieu 
of Low-Income Housing Credits (Section 1602) program administered by Treasury. Our 
prior work is relevant because it assessed HFA administration and oversight of these 
programs and because we discuss TCAP and 1602 in this report. We also selected these 
sites because of their proximity to GAO locations. We have additional work under way on 
HFAs. 
7IRS began conducting HFA audits in 2003.  We reviewed audits of HFAs conducted from 
2003 to 2014.  
8GAO, Standards for Internal Control in the Federal Government, GAO/AIMD-00-21.3.1 
(Washington, D.C.: November 1999). 

http://www.gao.gov/products/GAO/AIMD-00-21.3.1�
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respectively. We reviewed prior GAO reports about each program.9 In 
addition, we reviewed HUD’s role in affordable housing, including its work 
with HFAs. We interviewed officials at the Departments of Interior and 
Treasury, and at the CDFI Fund on the administration of the Historic 
Rehabilitation Tax Credit and New Markets Tax Credit programs. 
Appendix I contains additional details about our scope and methodology. 

We conducted this performance audit from February 2014 through July 
2015 in accordance with generally accepted government auditing 
standards. Those standards require that we plan and perform the audit to 
obtain sufficient, appropriate evidence to provide a reasonable basis for 
our findings and conclusions based on our audit objectives. We believe 
that the evidence obtained provides a reasonable basis for our findings 
and conclusions based on our audit objectives. 

 
The LIHTC program replaced older tax incentives, such as accelerated 
depreciation—that allowed taxpayers to deduct the costs of assets faster 
than their value actually declined—with a federal-state program in which 
HFAs receive LIHTC allocations of credits and award the credits to 
specific projects that meet requirements of Section 42 of the Internal 
Revenue Code (code).10 Prior to the establishment of LIHTC, federal 
housing assistance generally involved subsides or grants administered by 

                                                                                                                     
9For information on community development tax expenditures, including the Historic 
Rehabilitation and New Markets tax credits, we reviewed GAO, Community Development: 
Limited Information on the Use and Effectiveness of Tax Expenditures Could Be Mitigated 
through Congressional Attention, GAO-12-262 (Washington, D.C.: Feb. 29, 2012). For the 
Historic Rehabilitation Tax Credit, we reviewed GAO, Information on Historic Preservation 
Tax Incentives, GAO/GGD-84-47 (Washington, D.C.: Mar. 29, 1984); and Tax Policy and 
Administration: Historic Preservation Tax Incentives, GGD-86-112FS (Washington, D.C.: 
Aug. 1, 1986). For the New Markets Tax Credit, we reviewed GAO, New Markets Tax 
Credit Program: Progress Made in Implementation, but Further Actions Needed to Monitor 
Compliance, GAO-04-326 (Washington, D.C.: Jan. 30, 2004);Tax Policy: New Markets 
Tax Credit Appears to Increase Investment by Investors in Low-Income Communities, but 
Opportunities Exist to Better Monitor Compliance, GAO-07-296 (Washington, D.C.: Jan. 
31, 2007); New Markets Tax Credit: The Credit Helps Fund a Variety of Projects in Low-
Income Communities, but Could Be Simplified, GAO-10-334 (Washington, D.C.: Jan. 29, 
2010); Community Development Financial Institutions and New Markets Tax Credit 
Programs in Metropolitan and Nonmetropolitan Areas, GAO-12-547R (Washington, D.C.: 
Apr. 26, 2012); and New Markets Tax Credit: Better Controls and Data Are Needed to 
Ensure Effectiveness, GAO-14-500 (Washington, D.C.: July 10, 2014). 
1026 USC §§ 42(h)(3),(m). 

Background 
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HUD to construct new affordable housing and to make rents affordable in 
existing rental housing. 

An LIHTC project owner can develop new housing or acquire and 
rehabilitate existing housing. The projects can be apartments, single-
family housing, single-room occupancy, or permanent and transitional 
housing for the homeless. The project may include units for low-income 
households and market-rate units. The amount of credit received is based 
on the number of low-income units. 

The project owners—the taxpayers receiving LIHTCs—agree to set aside 
a certain percentage of the units with rents that are affordable to 
qualifying low-income households for at least 30 years. A project must 
reserve at least 20 percent of the available units for households earning 
up to 50 percent of the area’s median gross income (adjusted for family 
size), or at least 40 percent of the units for households earning up to 60 
percent of the area’s median gross income (adjusted for family size). 
HUD and Treasury officials noted that in practice, LIHTC projects usually 
exceed these minimum affordability requirements by setting aside nearly 
all of their units for low-income households. 

In return, taxpayers can earn a tax credit over a 15-year period (the 
compliance period) if they meet the affordability requirements, but can 
claim the credit over an accelerated time frame (the 10-year credit 
period), beginning in the year in which the property is placed in service 
(ready for occupancy) or, if the taxpayer chooses, the succeeding taxable 
year.11 IRS can recapture (take back) some or all of the credits received 
by taxpayers if the taxpayers have not met the requirements during the 
compliance period. In addition, properties awarded credits after 1989 
must comply with the affordability requirements for at least another 15 
years (the extended use period) but are no longer subject to recapture 

                                                                                                                     
11Projects are considered placed in service on the date on which the first unit in the 
building is ready and available for occupancy under state or local law. The amount of 
credit the taxpayer can claim each year is determined by the following calculations: (1) 
eligible basis x applicable fraction = qualified basis; and (2) qualified basis x applicable 
percentage = annual credit amount. The eligible basis is the total allowable costs 
associated with depreciable costs in the residential rental project. The applicable fraction 
is the portion of rental units that are qualified low-income units in relation to total 
residential rental units. The applicable percentage is the discount factor needed to limit the 
annual credit to the present value of either 70 or 30 percent of the qualified basis, 
depending on the characteristics of the housing.  
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after the compliance period.12 HFAs may impose longer affordability 
restrictions on properties than the minimum 30-year period. The three 
time periods begin on the same day—the first day of the tax year in which 
the building is placed in service, or if taxpayers elect, the beginning of the 
following tax year. The allowable credit may be reduced (in part or in 
whole) for the tax year if taxpayers were not compliant with the code 
requirements. Taxpayers also may be subject to the recapture of credits 
claimed in prior years. 

LIHTC is administered by IRS and state HFAs. To promote compliance 
with LIHTC program requirements, IRS is the federal entity responsible 
for (1) enforcing taxpayer compliance and (2) overseeing HFAs’ 
implementation of the program. All 50 states, the District of Columbia, 
Puerto Rico, American Samoa, Guam, the Northern Mariana Islands, and 
the U.S. Virgin Islands have HFAs that receive LIHTC allocations. 

HUD’s role includes mandatory and voluntary data collection on the 
LIHTC program. More specifically, the agency has collected information 
on tenant characteristics, as mandated by the Housing and Economic 
Recovery Act of 2008.13 In addition, since 1996, HUD has voluntarily 
collected LIHTC project-level data because of the importance of these 
credits as a source of funding for low-income housing. HUD also has a 
role in designating difficult development areas and qualified census 
tracts.14 Figure 1 provides an overview of the LIHTC process and 
participants. 

                                                                                                                     
12HFAs and the taxpayers enter into an extended use agreement at the start of the credit 
period. 
13In 2008, with the passage of the Housing and Economic Recovery Act, HFAs were 
required to submit annual data to HUD on race, ethnicity, family composition, age, income, 
use of rental assistance under Section 8(o) of the United States Housing Act of 1937 or 
other similar assistance, disability status, and monthly rental payments of households 
residing in each property receiving Low-Income Housing Tax Credits. HUD also was 
required to make the data it receives available to the public and does so through the 
LIHTC databases (http://lihtc.huduser.org/).  
14A difficult development area is defined as “any area designated by the Secretary of HUD 
as an area which has high construction, land, and utility costs relative to area median 
gross income.” 26 U.S.C § 42(d)(5)(B)(iii)(I). HUD updates the list of such areas annually. 
For example, see, 79 Fed. Reg. 59854 (Oct. 3, 2014). Qualified census tracts are 
designated by the Secretary of HUD and include tracts in which either 50 percent or more 
of households have income below 60 percent of the area median gross income or the 
poverty rate is at least 25 percent. 26 U.S.C § 42(d)(5)(B)(ii)(I). 

http://lihtc.huduser.org/�
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Figure 1: Overview of Low-Income Housing Tax Credit Process 

 
HFAs competitively award credits. HFAs competitively award tax 
credits to developers or owners of qualified projects that reserve all or a 
portion of their units for low-income tenants. HFAs award the credits in 
accordance with qualified allocation plans (QAP) that outline states’ 
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affordable housing priorities and ranking and selection procedures for 
projects.15 

Developers apply to HFAs for tax credits. To apply for tax credits, a 
developer must submit a detailed proposal to an HFA. To qualify for 
consideration, a project must meet certain requirements, such as 
reserving specified percentages of available units for lower-income 
households and restricting rents for these households to 30 percent of a 
calculated income limit. 

Investors provide equity and receive tax benefits. Developers typically 
attempt to obtain funding for their projects by attracting third-party 
investors willing to contribute equity financing (up-front cash) to projects. 
The developer sells an ownership interest in the project to one or more 
investors, or in some instances, to a syndicator acting as a broker 
between the developer and investor(s). Tax credit investors can be 
individuals, but the vast majority of investments have come from 
corporations, either investing directly or through private partnerships. 
Although investors buy an interest in an LIHTC partnership, this process 
is commonly referred to as buying tax credits because the investors 
receive tax credits in return for their investment (providing that the 
building is developed and operated according to code requirements). 

Syndicators pool projects, recruit investors, and provide services. 
Syndicators, when involved, are intermediaries that often administer tax 
credit deals and charge a fee for overseeing the investment transaction. 
Syndicators pool several projects into one tax-credit equity fund and 
recruit investors willing to become partners in LIHTC partnerships. The 
investor, as a limited partner, has a large ownership percentage in the 
property but otherwise is not directly involved in project development. 
Syndicators provide legal and accounting services required to pool the tax 
credits, monitor projects for the investors, and sometimes fund reserves 
for legal and administrative costs.16 

                                                                                                                     
15The QAP describes the HFA’s compliance with Section 42 requirements. For instance, it 
should show that the HFA gave preference to projects that serve the tenants with the 
lowest incomes, serve qualifying tenants for the longest period of time, and are located in 
a qualified census tract and the development of which contributes to a concerted 
community revitalization plan.  
16We will issue a subsequent report on the role of syndicators and the costs of the LIHTC 
program. 
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IRS administers the LIHTC program primarily within one division, with 
assistance from other offices and units (see fig. 2). 

• The Small Business/Self-Employed Division (SB/SE) primarily 
administers the LIHTC program.17 One full-time program analyst 
develops internal protocols, provides technical assistance to HFAs, 
and provides community outreach to industry groups and taxpayers 
(developers/owners and investors). 
 

• In related activities, one staff member in the Low-Income Housing 
Credit compliance unit (compliance unit) assists in determining if tax 
returns may warrant an audit. An additional 5.6 full-time equivalents, 
also from the compliance unit, assist in reconciling LIHTC forms from 
HFAs and taxpayers to identify potential inconsistencies and populate 
IRS’s Low-Income Housing Credit database. The database has been 
used to record information from certain IRS forms submitted by HFAs 
and taxpayers.18 
 

• The Office of Chief Counsel, within the Commissioner’s office, 
provides technical assistance for the LIHTC program and determines 
the amount of credit available for the national pool—the amount of 
unused housing credit carryovers allocated to qualified states for a 
calendar year from a pool of unused credit. According to IRS officials, 
six attorneys work part-time on the LIHTC program. 

                                                                                                                     
17IRS’s Large Business and International Division assigned one analyst to perform part-
time functions in the LIHTC program, as needed.  
18Compliance unit staff assist other IRS units and the 5.6 full-time equivalents do not 
necessarily spend all their time on LIHTC tasks. A full-time equivalent is a measure of staff 
hours equal to those of an employee who works 2,080 hours per year, or 40 hours per 
week for 52 weeks.  

IRS Offices Involved in 
LIHTC Program Oversight 
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Figure 2: IRS Organizational Chart for the LIHTC Program, as of May 2015 
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IRS administers the LIHTC program by developing regulations and 
guidance and is responsible for overseeing HFAs and taxpayer 
compliance. HFAs award tax credits to qualified projects, determine the 
credit amounts needed for financial feasibility of the projects, and monitor 
project compliance. The design of the LIHTC program can result in other 
entities—private and public—providing additional types of monitoring of 
LIHTC projects; examples include investors and syndicators performing 
due diligence in relation to a project’s viability and eligibility for tax credits. 

 
IRS administration of the LIHTC program involves developing and 
publishing regulations and guidance as well as overseeing compliance on 
the part of HFAs and taxpayers. The IRS Office of Chief Counsel, with 
assistance from Treasury’s Office of Tax Policy, develops and publishes 
regulations and guidance based on requirements in the code. Published 
guidance may include revenue rulings and procedures, notices, and 
announcements. Other guidance for the program includes an Audit 
Technique Guide for Completing Form 8823—the report on 
noncompliance or building disposition, on which HFAs record findings 
after inspecting projects—and an Audit Technique Guide for Low-Income 
Housing Credit.19 The guide for completing form 8823 includes specific 
instructions for HFAs on when desk audits, site visits, and file reviews are 
to be performed; how to complete the form; and guidelines for 
determining noncompliance in areas such as health and safety standards, 
rent ceilings, income limits, and tenant qualifications. The purpose of the 
guide is to provide standardized operational definitions of noncompliance 
categories. The Low-Income Housing Credit guide is a manual developed 
to assist IRS examiners who conduct audits of taxpayers receiving 
LIHTCs. The guide discusses topics ranging from examination techniques 
to specific issues pertinent to the LIHTC program. 

IRS oversight covers allocation of LIHTCs by HFAs and taxpayer 
compliance (see fig. 3). One full-time analyst monitors the program with 
assistance from the compliance unit. The compliance unit staff review 

                                                                                                                     
19The audit technique guide for form 8823 was last updated in January 2011. According to 
IRS officials, the first Low-Income Housing Credit Audit Technique Guide was introduced 
in 1999. IRS released updated guidance in 2014 to internal and external stakeholders. 
See Audit Technique Guide, IRC §42, Low-Income Housing Credit (Rev. 09-2014) and 
Audit Technique Guide, Guide for Completing Form 8823, Low-Income Housing Credit 
Agencies Report of Noncompliance or Building Disposition (Rev. 01-2011). 

IRS Responsible for 
Oversight of HFAs 
and Taxpayers, and 
HFAs Make Award 
Decisions and 
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information on three IRS forms that are the basis of LIHTC program 
reporting for HFAs and taxpayers. IRS is responsible for reviewing the 
forms and using them to determine whether program requirements have 
been met. Specifically, IRS compliance unit staff and the program analyst 
review the following: 

• Compliance unit staff review information on credit allocation and 
certification (form 8609). The two-part form is completed by the HFA 
and the taxpayer. HFAs report the allocated amount of tax credits 
available over a 10-year period for each building in a project. The 
taxpayer reports the date on which the building was placed in service. 
IRS staff use a checklist to record information that might warrant 
additional review by the program analyst, such as discrepancies in the 
number of tax credits the HFA and the taxpayer reported. They also 
enter the information from this form in IRS’s Low-Income Housing 
Credit database. 
 

• The compliance unit uses a checklist to review noncompliance or 
building disposition (form 8823). HFAs must complete the form after 
conducting an on-site physical inspection of an LIHTC project if any 
noncompliance is found. All projects must be inspected by HFAs at 
least every 3 years (including at least 20 percent of low-income units). 
The form records any findings (and corrections of previous findings) 
based on the inspection of units and review of the low-income 
certifications. According to IRS’s guide for completing form 8823, 
when findings are identified by HFAs and reported to IRS, the 
compliance unit must notify the owner of the noncompliance issues. In 
addition, the compliance unit determines if the identified 
noncompliance may warrant consideration of a taxpayer audit by IRS. 
If so, the compliance unit will forward an audit consideration package 
for the program analyst’s review. The program analyst then 
determines the audit potential of the taxpayer. If an audit were 
needed, the program analyst would forward the audit package to the 
relevant IRS audit examination division—such as SB/SE—and 
monitor the status of the audit. 
 

• The compliance unit staff review the allocations each HFA reports as 
having been made on the HFA annual report (form 8610) to ensure 
allocations do not exceed a statutorily prescribed ceiling for that year. 
IRS officials stated that the Office of Chief Counsel reviews all the 
8610s and reports the state housing credit ceiling in published 
guidance for the upcoming year. HFAs also use the form to report 
whether they have met certain program requirements, such as 
confirming that their QAPs contain monitoring procedures and 
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affirming the completion of LIHTC project monitoring. HFAs generally 
complete the form by the end of February of each year. The program 
analyst then reviews the information and follows up with HFAs as 
necessary. 

Figure 3: IRS Oversight Responsibilities for HFA and Taxpayer LIHTC Allocations and Compliance Monitoring by HFAs 
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IRS relies on HFAs to administer and oversee the LIHTC program in their 
states.20 In addition to awarding tax credits to qualified projects, HFAs are 
responsible for: 

• determining the amount of credit needed for the financial feasibility of 
each project and its viability as a qualified low-income housing project 
through the 10-year credit period. HFAs make determinations (1) 
when the application is received, (2) when the allocation of the credit 
is completed, and (3) when the building is placed in service and the 
taxpayer submits a final cost certification. 
 

• monitoring LIHTC properties for compliance with program 
requirements (for example, health and safety standards, rent ceilings, 
income limits, and tenant qualifications). Findings from HFA 
monitoring are provided to IRS on noncompliance or building 
disposition (form 8823). Taxpayer noncompliance with LIHTC 
requirements may result in IRS denying claims for the credit in the 
current year or recapturing—taking back—credits claimed in prior 
years. 

Once IRS monitoring of LIHTC projects ends after year 15, HFAs have 
sole authority to monitor compliance for at least another 15 years, and the 
taxpayer must ensure that the project continues to meet program 
requirements, as defined in the project’s extended use agreement with 
the HFA. If a project were found to be noncompliant, the HFA could take 
action, such as litigation under state law. 

 
The design of the LIHTC program (for instance, the roles of investors and 
syndicators) can result in other entities—private and public—providing 
additional types of monitoring of LIHTC projects. Investors and 
syndicators not only provide financing for LIHTC projects, but also provide 
project oversight to help ensure that they receive the expected tax credits 
over the designated period. For instance, an LIHTC investor needs to 
make sure the property is suitable for occupancy and rented to qualified 
low-income families at restricted rents during the initial 15-year period. To 
mitigate risk before investing, the investor and syndicators will underwrite 

                                                                                                                     
20The term “state” includes a possession of the United States. 26 U.S.C 42(h)(8).  All 50 
states, the District of Columbia, and five U.S. possessions (American Samoa, Guam, the 
Northern Mariana Islands, Puerto Rico, and the U.S. Virgin Islands) have HFAs that 
receive LIHTC allocations. 
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and screen properties for quality and sustainability. For example, the 
investor may ensure the development team has adequate resources to 
build and operate the property and that mechanisms are in place to avoid 
foreclosure. Additionally, because of the amount of capital that can be 
involved in projects, investors may require additional testing and auditing 
beyond what is required by the program. Investors and syndicators also 
may maintain a list of properties to more closely monitor based on 
identified performance measures. However, findings from investors and 
syndicators typically are not shared with the public or federal agencies, 
according to Treasury officials. 

LIHTC projects also can receive funds from other federal programs and 
be subject to monitoring requirements of those programs—for example, 
HUD’s HOME and project-based Section 8 rental assistance programs.21 
According to a 2012 industry survey of HFAs with LIHTC projects that 
received other federal funds, an average of about 20 percent of the units 
received HOME funds and an average of about 18 percent received 
project-based Section 8 rental assistance.22 The monitoring conducted for 
the other programs provides additional information that could be useful for 
IRS in monitoring LIHTC projects. However, IRS officials stated they do 
not review findings on HFAs that other programs identified but rather 
focus on ensuring completion and submission of IRS tax forms. Examples 
of monitoring requirements from these programs include the following: 

• For HOME, HUD requires that participating jurisdictions conduct on-
site physical inspections of projects every 1, 2, or 3 years, depending 
on the size of the project. These site visits also require reviews of 

                                                                                                                     
21HOME is administered by HUD, and provides formula grants to localities and states to 
fund activities that build, buy, or rehabilitate affordable housing for rent or homeownership 
or provide direct rental assistance to low-income people. HUD’s project-based Section 8 
rental assistance program provides rental subsidies for eligible tenant families.  
22National Council of State Housing Agencies, State HFA Factbook: 2012 NCSHA Annual 
Survey Results (Washington, D.C.: 2014). Not all 54 HFAs surveyed responded to all 
questions. We determined the data were reliable for the purpose of reporting on other 
funding sources for LIHTC projects. More specifically, 47 of 51 HFAs responded that a 
percentage of LIHTC units received HOME funds and 36 of 50 HFAs said a percentage of 
LIHTC units received project-based Section 8 funds. Projects also may include funds from 
the Community Development Block Grant (CDBG) program (an average of 3 percent of 
units received these funds); Department of Agriculture’s Multifamily Direct Rural Rental 
Housing loans—Section 515 (an average of 5.6 percent of units received these funds); 
and Historic Rehabilitation Tax Credit (an average of 3.6 percent of units received these 
funds). 
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program and project files. HUD approves the use of grant funds by 
reviewing a state or locality’s consolidated plan, which identifies 
needs, sets priorities, determines resources, and sets goals. 
 

• For project-based Section 8 rental assistance, performance-based 
contract administrators (entities such as HFAs and public housing 
authorities) assist HUD in overseeing individual Section 8 properties 
and ensure that properties are in compliance with HUD policies. The 
contract administrators must perform annual management and 
occupancy reviews for all their assigned properties and conduct 
monthly reviews of all payment vouchers submitted by property 
owners. For example, the contract administrators conduct on-site 
reviews of property owners’ tenant information files and ensure 
property owners provide complete and accurate tenant data to HUD. 
HUD’s oversight of the contract administrators can include reviews of 
status reports of performance-based administrators and annual 
compliance reviews, which determine the compensation of the 
contract administrator.23 

In addition to specific program requirements, HUD program participants 
must comply with several federal civil rights requirements, including the 
Fair Housing Act and Americans with Disabilities Act.24 Such 
requirements prohibit discrimination in the administration of housing 
subsidies and require buildings to be designed and constructed in an 
accessible manner, located in appropriate sites and neighborhoods, and 
marketed equally to all potential tenants. For certain requirements, 
officials told us that HUD routinely monitors program participants. For 
others, HUD uses an administrative complaint procedure to identify 
candidates for reviews. HUD’s monitoring consists of a combination of file 
reviews and site visits. 

HFAs also have used funding from the Tax Credit Assistance Program 
(TCAP), administered by HUD, and the Grants to States for Low-Income 
Housing Projects in Lieu of Low-Income Housing Credits (Section 1602) 
program, administered by Treasury. The LIHTC program was severely 

                                                                                                                     
23HUD pays performance-based contract administrators an incentive fee if they performed 
above a minimum quality level as determined by HUD or reduces their fee if they 
performed below it. 
24Statutory authorities include the Fair Housing Act, Title VI of the Civil Rights Act of 1964, 
Section 109 of Title I of the Housing and Community Development Act of 1974, Section 
504 of the Rehabilitation Act of 1973, and Title II of the Americans with Disabilities Act. 
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disrupted in 2008–2009 (in the midst of the financial crisis), when the 
demand for the credits and the price investors were willing to pay for them 
declined. TCAP and Section 1602 provided gap financing to fill the equity 
gap that resulted from lower LIHTC prices, allowing stalled “shovel-ready” 
projects to proceed.25 The two programs no longer actively fund new 
projects, but as of May 2015, compliance monitoring of funded projects 
remained ongoing. 

The TCAP and 1602 programs require more compliance monitoring than 
traditional LIHTC projects; for example, of asset-management functions 
the HFAs perform.26 HUD and Treasury also have used a risk-based 
approach to monitor TCAP and 1602 projects. For example, HUD 
determined that TCAP projects that had less than $10,000 in LIHTC 
investment and no other federal funding sources might be at higher risk of 
noncompliance. HUD officials explained these TCAP projects were 
considered higher-risk due to the potential of less oversight from other 
private and public entities. Treasury reviewed HFAs for compliance in the 
first year of the Section 1602 program. Then Treasury used a risk-based 
approach to identify HFAs for subsequent reviews (they would merit 
additional monitoring if noncompliance issues were identified in the first 
review). Thereafter, on an annual basis during the compliance period, 
HFAs have to certify to Treasury that they performed all required 
compliance monitoring activities and report to Treasury the results of 
these activities for each project. 

Finally, unlike LIHTC, some of these grant programs—HOME, project-
based Section 8 rental assistance, and TCAP—are considered federal 
financial assistance by the Single Audit Act, and thus are subject to an 

                                                                                                                     
25Price in LIHTCs refers to the amount an investor is willing to pay for the credit. 
26Asset management includes the many activities that relate to monitoring and planning 
for the long-term financial and physical health and viability of a project. For example, 
asset-management activities examine plans for addressing a project’s capital needs, 
changes in market conditions, and recommendations and implementation of plans to 
correct troubled projects. Asset managers are likely to take a much closer look at a 
project’s finances than HFAs would for long-term compliance monitoring. We previously 
recommended that Treasury assess the extent to which HFAs utilize information provided 
to them by project owners to ensure the long-term viability of buildings during the 15-year 
compliance period. GAO, Recovery Act: Housing Programs Met Spending Milestones, but 
Asset Management Information Needs Evaluation, GAO-12-634 (Washington, D.C.: June 
18, 2012).  

http://www.gao.gov/products/GAO-12-634�
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annual single audit by a third party.27 Annual external audits must include 
a review of financial statements and internal controls and adherence to 
program compliance requirements. 

 
IRS performed minimal oversight of HFAs, particularly in relation to 
reviewing QAPs and assessing HFA compliance. IRS conducted some 
audits of taxpayers claiming the tax credits, but does not have detailed 
information on the results of these audits. Moreover, IRS has not set 
goals or assessed performance for the program. Finally, data in IRS’s 
Low-Income Housing Credit database were not complete and reliable for 
assessing compliance. 

 
IRS oversight of HFAs has been minimal, particularly in terms of 
reviewing QAPs and conducting on-site or desk audits of HFAs. Federal 
internal control standards state that internal control helps program 
managers achieve desired results.28 Monitoring, one of the internal control 
standards, should occur in the course of normal operations, be performed 
continually, and be ingrained in the agency’s operations. 

IRS officials stated they did not regularly review QAPs as part of their 
compliance monitoring of the HFA annual report (form 8610).29 IRS’s 
review of HFAs included a review of responses on the annual report 
related to compliance monitoring procedures in the QAP and frequency of 
monitoring conducted by the HFA. However, in addition to these 
requirements, the code includes requirements for selecting projects and 
ensuring a QAP is approved by the state governing agency.30 Yet, IRS 

                                                                                                                     
27Congress enacted the Single Audit Act, 31 U.S.C. §§ 7501-7507, in 1984 for purposes 
that include promoting sound financial management for federal awards administered by 
nonfederal entities. The act requires states, local governments, and nonprofits expending 
$750,000 or more in federal awards in a year to obtain an audit in accordance with the 
requirements in the act. A single audit includes an audit and opinions on the fair 
presentation of the financial statements and testing of internal control over financial 
reporting and the entity’s compliance with program requirements.  
28GAO/AIMD-00-21.3.1.  
29We have been conducting an in-depth review of HFA QAPs for a forthcoming report on 
HFA oversight of LIHTC projects. 
3026 U.S.C. 42(m)(1)(A)-(C). In housing grant programs, such as HOME, HUD staff review 
consolidated plans before grant funds are awarded.  
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has not conducted regular reviews of QAPs to determine how HFAs 
interpreted the code to select projects, if the QAPs included the required 
compliance monitoring, or if the QAPs had been approved. As a result of 
minimal monitoring, IRS does not know the extent of compliance 
monitoring by HFAs, which limits its ability to determine if the HFAs 
appropriately awarded credits to projects.31 

Moreover, IRS and Treasury were unclear about how to handle instances 
in which a QAP did not meet requirements in the code. Some Treasury 
and IRS officials stated that Treasury would have to invalidate all credits 
allocated to an HFA if the QAP did not meet requirements, which could 
affect awarded projects across multiple years. In contrast, IRS has 
reported in audit-related documents that an HFA’s authority to allocate tax 
credits should be revoked only when IRS determined that the HFA’s 
noncompliance was widespread and willful. The documents suggest that 
such revocation most likely would be applied prospectively to limit the tax 
consequences for taxpayers. 

IRS has performed few on-site or desk audits of the 56 HFAs—it audited 
a total of 7 HFAs—from the program’s inception in 1986 through May 
2015.32 According to an IRS summary report of all HFA audits conducted 
from 2003 to 2014, the agency generally selected which HFAs to audit 
based on press accounts and HFA self-reporting about lack of adherence 
with compliance requirements.33 IRS officials also stated that HFAs 
increasingly have missed the February 28 deadline to submit the annual 

                                                                                                                     
31Internal Revenue Service, Chief Counsel Advice Memorandum 200913013 
(Washington, D.C.: Mar. 27, 2009). Section 42(m)(1)(A)(i) provides that the housing credit 
for any building shall be zero unless the credit was allocated pursuant to a qualified 
allocation plan. One of the requirements for a qualified allocation plan under Section 
42(m)(1)(B)(iii) is that the agency must monitor for compliance with the requirements of 
Section 42. 
32IRS categorizes the audits of the state HFAs as containing taxpayer protected data 
under Section 6103 of the Internal Revenue Code. As such, we are omitting the state 
names and audit details. Federal tax information is kept confidential under Section 6103, 
except as specifically authorized by law. Information in a form that cannot be associated 
with or otherwise identify, directly or indirectly, a particular taxpayer is not federal tax 
information. Section 6103 specifies what federal tax information can be disclosed, to 
whom, and for what purpose. In general, federal tax information is collected and 
developed to administer tax law. However, this information can be useful for other 
purposes, such as to detect possible noncompliance with nontax criminal laws or 
administer other kinds of programs. 
33IRS began audits of HFAs in 2003. 
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report (form 8610) and often submit incomplete or inaccurate forms. The 
summary report recognized that conducting ongoing audits is a necessary 
component of LIHTC program administration. The report also notes 
continued audit presence would reinforce the importance of HFA 
compliance with requirements in the code and provide an opportunity for 
IRS to address deliberate noncompliance by HFAs. 

The scope and methods of the reviews varied based on the types of 
noncompliance the IRS program analyst identified. For instance, on one 
audit the program analyst selected a sample of files on which to conduct 
an in-depth review of HFA compliance activities. In another, the program 
analyst enlisted the assistance of a field agent to review the HFA’s 
internal controls for record keeping and credit allocation, among other 
areas. The other audits were desk audits. Examples of the audit findings 
include the following: 

• Written HFA policies conflicted with the requirements in the code or 
Treasury regulations. 
 

• The QAP did not address all compliance requirements in the 
regulations or was outdated. 
 

• Annual report to IRS had errors, such as incorrect credit allocations 
and overstated numbers of inspections and reviews. 
 

• The HFA failed to submit form 8823 as required to report LIHTC 
noncompliance. 
 

• Physical inspections and tenant file reviews were not completed as 
required and notifications to owners were not conducted as required. 

All but one audit was closed at the time of our review. 

IRS cited multiple reasons for not conducting regular reviews of QAPs 
and audits of HFAs. First, IRS officials stated that they did not regard a 
regular review of QAPs as a part of their compliance responsibilities. 
Second, IRS officials stated that because of other priorities the agency 
does not have a sufficient number of LIHTC staff or other assigned 
resources to conduct more audits of HFAs. IRS has statutory authority to 
collect up to a $100 annual penalty from each HFA failing to file a timely, 
accurate annual report. However, IRS officials said the agency concluded 
that penalty collection would not be cost-effective because more 
resources would be needed to collect the penalty than would be gained 
through collection and that increasing the penalty amount would require 
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statutory change. Third, IRS officials stated that they had considered 
involving IRS field office staff to conduct more HFA audits over the years, 
but due to competing demands at IRS, this did not occur. The lack of 
QAP reviews and audits of HFAs means that IRS is unable to determine 
the extent to which HFAs meet requirements for awarding tax credits and 
monitoring project compliance. 

 
IRS has conducted some audits of taxpayers claiming LIHTCs, but does 
not have detailed information on these audits. In a 1997 report, we found 
that IRS did not have an estimate of taxpayer compliance for the LIHTC 
program and recommended that IRS explore alternative ways to evaluate 
compliance with the requirements of the code by taxpayers.34 In 2000, 
IRS had completed a review of a sample of 402 audits of LIHTC 
taxpayers performed from 1995 through 1999 (an average of about 100 
audits annually to determine a compliance level by taxpayers claiming the 
credit and types of noncompliance).35 According to IRS, the review did not 
find evidence of widespread noncompliance with the code. Officials also 
stated the agency had not updated this review since 2000—15 years 
ago—because IRS had been proceeding with the understanding that 
nothing had changed with the compliance level. 

According to IRS, the agency completed 555 additional audits (an 
average of about 40 audits annually) of taxpayers claiming LIHTCs from 
2001 through 2013. About 29 percent of these audits resulted in no 
change to the amount of credit claimed by the taxpayer or recapture of 
the credit. For the remaining audits, the taxpayer agreed to make 
changes to the credit claimed (about 24 percent); IRS no longer pursued 
the case (about 23 percent)—for example, because the statute of 
limitation was within 1 year of expiring; IRS continued to audit the 
taxpayer (about 10 percent); or IRS closed the case because the 

                                                                                                                     
34GAO, Tax Credits: Opportunities to Improve Oversight of the Low-Income Housing 
Program, GAO/GGD/RCED-97-55 (Washington, D.C.: Mar. 28, 1997). 
35In 1995, IRS instituted an audit program (including training, development of an audit 
technique guide, and results reporting) to determine whether taxpayers were entitled to 
the credits claimed on their returns. From 1995 to 1997, audits were selected based on 
HFA responses on the noncompliance or building disposition form (8823). The case 
selection process was changed in January 1997 to include a broader range of taxpayers 
claiming the credit that were identified based on the credit allocation and certification form 
(8609) and filed tax returns.  
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taxpayer disagreed with the audit results and requested adjudication 
(about 10 percent).36 According to IRS officials, competing audit priorities 
have limited the number of LIHTC taxpayer audits conducted. 

Detailed information on the results of the audits of taxpayers claiming 
LIHTCs have not been shared with LIHTC staff. More specifically, IRS 
examiners have not provided information on types and trends in 
noncompliance or the amount of credit changed or recaptured. In June 
2002, we concluded that tracking audit findings and identifying commonly 
occurring issues could be valuable in helping management evaluate 
agency oversight, monitor activities, and identify problem areas.37 
Moreover, we have consistently stressed the importance of IRS 
conducting tax compliance research to understand the extent and causes 
of taxpayer noncompliance and use the results to review audit 
examination programs.38 LIHTC staff stated they have not maintained a 
database on outcomes of audits (such as types of and trends in 
noncompliance), the recapture of tax credits or adjustments of credit for 
compliance monitoring purposes, or coordinated within IRS to monitor 
recapture of the program credit. As a result, information on commonly 
occurring issues and reasons for taxpayer noncompliance related to the 
LIHTC program is not available to inform the program analyst responsible 
for overseeing the program. 

 
Although IRS is the only federal agency responsible for overseeing LIHTC 
program compliance, it does not set goals or assess performance for the 
program. Federal internal control standards state activities need to be 
established to monitor performance measures and indicators, which 
includes comparing data so that analyses can be conducted, as 
appropriate.39 We previously reported that data availability was a 
challenge in assessing tax expenditure performance.40 IRS collects 

                                                                                                                     
36The audit results were unknown for the remaining audits, generally older audits, due to 
data not being collected or recorded. 
37GAO, Single Audit: Actions Needed to Ensure That Findings Are Corrected, 
GAO-02-705 (Washington, D.C.: June 26, 2002). 
38GAO, High-Risk Series: An Update, GAO-15-290 (Washington, D.C.: Feb. 11, 2015). 
39GAO/AIMD-00-21.3.1. 
40GAO, Opportunities to Reduce Potential Duplication in Government Programs, Save 
Tax Dollars, and Enhance Revenue, GAO-11-318SP (Washington, D.C.: Mar. 1, 2011). 

IRS Has Not Set Goals for 
LIHTC and Does Not 
Assess Performance 

http://www.gao.gov/products/GAO-02-705�
http://www.gao.gov/products/GAO-15-290�
http://www.gao.gov/products/GAO/AIMD-00-21.3.1�
http://www.gao.gov/products/GAO-11-318SP�


 
 
 
 
 

Page 23 GAO-15-330  LIHTC Federal Role 

limited data that it needs to administer and enforce the code. It does not 
use the information it collects to assess the housing production program, 
such as the number and location of LIHTC projects. (We discuss IRS’s 
Low-Income Housing Credit database in more detail later in this report.) 

HUD’s role in the LIHTC program is generally limited to the collection of 
information on tenant characteristics (mandated by the Housing and 
Economic Recovery Act of 2008). However, it has voluntarily collected 
project-level information on the program since 1996 because of the 
importance of LIHTC as a source of funding for affordable housing. HUD 
also has sponsored studies of the LIHTC program that use these data. 
HUD’s LIHTC databases, the largest federal source of information on the 
LIHTC program, aggregate project-level data voluntarily submitted by 
HFAs and the tenant characteristic information HUD must collect. In our 
December 2012 report on the LIHTC program, we found that HUD’s 
LIHTC databases were incomplete and missing data on many projects.41 
We recommended HUD evaluate and implement additional steps to 
improve the database, which could improve the federal government’s 
ability to evaluate basic LIHTC program outcomes. HUD agreed and has 
since implemented our recommendation by taking steps to identify 
potential gaps in its database. For example, in December 2014, HUD 
published a report analyzing data it must collect on tenants residing in 
LIHTC properties.42 As part of this report, HUD compared property 
information in its tenant database to the information in its property 
database to help assess the completeness of both databases. 

Furthermore, HUD has been limited in its ability to report complete 
information on how the LIHTC program contributed toward meeting 
agency priority goals and broader, federal housing goals. The Office of 
Management and Budget’s 2014 guidance on content for strategic plans, 
annual performance plans, and annual performance reports directs 
agencies to include tax expenditures in their identification of organizations 

                                                                                                                     
41Data were missing for three main reasons: (1) inconsistent reporting by HFAs; (2) lack of 
follow up by HUD with HFAs when data were inconsistent from previous years; and (3) 
delays because of timing (of when HFAs receive data). See GAO, Low-Income Housing 
Tax Credits: Agencies Implemented Changes Enacted in 2008, but Project Data 
Collection Could Be Improved, GAO-13-66 (Washington, D.C.: Dec. 6, 2012).  
42See Department of Housing and Urban Development, Office of Policy Development and 
Research, Understanding Whom the LIHTC Program Serves: Tenants in LIHTC Units as 
of December 31, 2012; accessed at http://www.huduser.org/portal/elist/2015-jan_20.html.  
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and programs that contribute to agency priority goals (areas of special 
focus as determined by the agency administration).43 HUD has strategic 
goals to meet the need for quality affordable rental homes and build 
strong resilient and inclusive communities. HUD also has a priority goal to 
preserve and expand affordable rental housing. HUD’s fiscal year 2013 
annual performance report and 2015 annual performance plan included a 
performance measure that accounted for LIHTC projects with HUD-
insured mortgages in its agency priority goal. Overall, HUD’s goals call for 
continuing to assist about 5.5 million households living in subsidized 
housing and serving approximately 62,000 additional households through 
affordable rental housing programs.44 However, officials said data used to 
support these goals do not include all LIHTC units, but only those units 
that have HUD mortgage insurance. HUD has a separate process for 
collecting LIHTC information for HUD-insured properties and does not 
rely on any of the existing databases on LIHTC. 

In our May 2011 glossary on performance measurement and evaluation, 
we stated that performance measurement can serve as an early warning 
system to program management because of its ongoing nature and as a 
vehicle for improving performance and accountability to the public.45 
Information about the extent to which an intended purpose has been met 
also can contribute towards broader evaluations of how well a program 
has been working and actions that could be taken to improve results. 
Basic information on results, such as the number and location of LIHTC 
projects, is limited. Without goals and performance measures, decision 
makers do not have sufficient information to assess the results or the 
effectiveness of the program as a tool to maintain affordable housing. 

 

                                                                                                                     
43Tax expenditures are reductions in a taxpayer’s tax liability that result from special 
credits; deductions, exemptions, and exclusions from taxation; deferral of tax liability; and 
preferential tax rates. See Office of Management and Budget, Preparation, Submission, 
and Execution of the Budget, Part 6, Strategic Plans, Annual Performance Plans, 
Performance Reviews, and Annual Program Performance Reports, Circular No. A-11 
(Washington, D.C.: July 2014, revised November 2014). 
44Department of Housing and Urban Development, FY 2013 Annual Performance Report 
and FY 2015 Annual Performance Plan (Washington, D.C.: July 2014). 
45GAO, Performance Measurement and Evaluation: Definitions and Relationships, 
GAO-11-646SP (Washington, D.C.: May 2011). 
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IRS had not comprehensively captured information reported for the 
program in its Low-Income Housing Credit database and the existing data 
were not complete and reliable. IRS guidance requires the collection of 
data on the LIHTC program in an IRS database. The IRS database 
records information submitted by HFAs and taxpayers on three forms—
credit allocation and certification (form 8609), HFA report of 
noncompliance or building disposition (form 8823), and HFA annual 
reports (form 8610)—and IRS mainly uses the data to reconcile program 
information submitted and identify taxpayers for audit.46 

Based on our analysis of the information in the database, the data on 
credit allocation and certification information were not sufficiently reliable 
to determine if basic requirements for the LIHTC program were being 
achieved.47 Federal internal control standards state that effective 
information technology management is critical to achieving useful, 
reliable, and continuous recording and communication of information.48 
However, our electronic testing of IRS data found instances in which 
allocation dates and placed-in-service dates were incorrectly entered in 
the database, which highlighted problems with how the data elements 
were entered into the database from paper forms. Automatic edit checks 
to ensure that the date fields entered are reasonable were not fully 
implemented, although IRS’s database user guide describes the use of 
such checks. Officials stated they did not become aware that the edit 
checks were not working until our assessment of the data. The 
programming of the edit checks contained errors, which prevented them 
from working correctly. IRS officials agreed that these problems should be 
corrected and data quality reviews conducted on an ongoing basis. 
Because IRS has not regularly assessed the credit allocation and 
certification information (form 8609) for errors and conducted 
management review of the data, we could not determine how often LIHTC 
projects were placed in service within required time frames. Without 
improvements to the data quality of credit allocation and certification 
information, it is difficult to determine if credit allocation and placed-in-

                                                                                                                     
46The database was upgraded in November 2008, after it was taken offline in 2005 due to 
issues with the database program. Data from 1986 to 2005 were incorporated in the 
database when it was upgraded.  
47We received records contained in IRS’s Low-Income Housing Credit database from 
December 2005 to August 2014. 
48GAO/AIMD-00-21.3.1. 
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service requirements have been met by HFAs and taxpayers, 
respectively. 

Moreover, we found IRS guidance requires information from the HFA 
report of noncompliance or building disposition (form 8823) and the HFA 
annual reports (form 8610) to be captured in the Low-Income Housing 
Credit database. However, based on our review of the database, the 
information was partially captured for the noncompliance form and not 
captured for the HFA annual reports. 

• More specifically, we could not determine the types or frequency of 
project noncompliance from data available on the HFA reports on 
noncompliance or building disposition (form 8823). According to IRS, 
the agency has received approximately 168,000 noncompliance or 
building disposition forms since 2009 but the database included about 
3,100 records (about 2 percent of records received). Officials told us 
the decision was made in 2008–2009 to input information only from 
forms that indicated a change in building disposition, such as the 
foreclosure of a project. IRS focused on forms indicating a change 
because of the serious nature of these occurrences for the program, 
the impacts on taxpayers’ ability to receive credit, and greater 
prevalence of these occurrences as a result of the economic 
downturn. Additionally, when IRS upgraded its database in 2008 a 
large backlog of un-entered information existed (the database was 
offline from 2005 to 2008); however, officials realized their operations 
were not affected by the lack of information. Officials further explained 
it was not cost-effective to input information received from all forms 
8823 into the database because the need for trend analysis on all 
types of noncompliance was not useful for purposes of ensuring 
compliance with the tax code. However, officials stated they have not 
performed any cost estimates to determine the cost of inputting such 
information. 
 

• The database does not contain information from HFA annual reports 
(form 8610). IRS officials stated there were plans to include this 
information in the database from 2009 to the present, but due to 
competing priorities for limited resources, it has not yet been added. 
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Statutory restrictions in the Internal Revenue Code prevent the disclosure 
of taxpayer information to other federal agencies, such as HUD, that may 
make more use of the data.49 For LIHTC, taxpayer protections restricting 
disclosure of taxpayer information generally prohibit IRS from sharing 
data it collects on the LIHTC program with HUD. HUD officials said they 
experienced difficulties obtaining data from IRS to help ensure the 
completeness of their data because of issues related to protections for 
taxpayer information.50 The code does not specifically give IRS the 
authority to provide information to HUD so that HUD can assess the 
completeness of the data it receives from HFAs on tenant characteristics 
or other data elements in HUD’s LIHTC database for the program.  

Nevertheless, Congress has granted some statutory exceptions to the 
provisions relating to confidentiality while balancing the expectation of 
taxpayer privacy with the policy goals of efficient use of federal resources, 
public health and welfare, and law enforcement.51 IRS staff suggested 
internally that Congress create such an exception for the LIHTC program, 
authorizing IRS to provide HUD with protected information on LIHTC 
buildings and enabling HUD to assess the completeness of the LIHTC 
tenant information it collects. In that case, HUD could then review its 
databases, compare the information against the IRS data, determine what 
information it was missing on tenant characteristics, and follow up with 
the HFA as necessary. According to officials, neither IRS management 
nor Treasury (which must present all administration proposed tax 
legislation) has yet received this internal proposal. 

                                                                                                                     
49Federal tax information is kept confidential under Section 6103 of the Internal Revenue 
Code, except as specifically authorized by law.  
50HUD’s LIHTC databases are the federal government’s main source of information on 
LIHTC projects. With the passage of the Housing and Economic Recovery Act of 2008, 
HUD was required to collect data on tenant characteristics, such as race and income. 
Pub. L. No. 110-289 § 2835(d). 122 Stat. 2874 (2008).  
51See GAO, Taxpayer Privacy: A Guide for Screening and Assessing Proposals to 
Disclose Confidential Tax Information to Specific Parties for Specific Purposes, 
GAO-12-231SP (Washington, D.C.: Dec. 14, 2011).  
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LIHTC administration differs from some other tax credit programs that are 
jointly administered by IRS with another federal agency. The other federal 
agencies conduct monitoring, report on performance, collect data, and 
have missions consistent with the purposes of the programs. HUD’s 
experience in affordable housing and working with HFAs may benefit the 
LIHTC program. More specifically, HUD’s rental housing programs rely on 
state and local housing agencies (including HFAs) to implement 
programs. A greater involvement of HUD in the LIHTC program may help 
alleviate the oversight challenges cited in this report. But joint federal 
administration may require additional resources for HUD. 

 
In some cases, IRS jointly administers tax credit programs with other 
federal agencies that provide key oversight and administrative support, 
such as monitoring, performance measurement, and data collection. 
Specifically, we identified two programs—the Historic Rehabilitation Tax 
Credit and the New Markets Tax Credit—in which federal administration 
of the programs is shared between IRS and another agency (see table 1 
for overview).52 

Table 1: Overview of Administrative Structures, Monitoring, and Performance Measurement of Three Tax Credit Programs 

 Low-Income Housing Tax Credit Historic Rehabilitation Tax Credit New Markets Tax Credit 
Administrative 
structure 

   

Federal entity (other 
than IRS) with formal 
administrative role 

N/Aa Technical Preservation Services 
(TPS) in the National Park Service 

Community Development 
Financial Institutions Fund in the 
Department of the Treasury 

State entity with 
formal administrative 
role 

Housing finance agency (HFA) State Historic Preservation Officer N/A a 

                                                                                                                     
52For the Historic Rehabilitation Tax Credit program, we focused on the 20 percent tax 
credit for rehabilitating certified historic structures and did not include other tax credits 
(such as the 10 percent rehabilitation tax credit for nonhistoric structures) or tax 
deductions associated with donations of historic preservation easements. We selected the 
two programs in part because they shared several features with LIHTC: (1) the tax credits 
reduce a taxpayer’s federal tax liability as a result of that taxpayer’s investment in certain 
qualified assets or projects; (2) tax credits are awarded on the basis of a federal or state 
entity’s prior review, approval, or certification; and (3) these programs do not include other 
tax incentives, such as deductions and exemptions. For more information on our 
methodology, see appendix I. 

LIHTC Administration 
Differs from Some 
Other Tax Credit 
Programs 

IRS Jointly Administers 
Some Tax Credit 
Programs with Other 
Federal Agencies 
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 Low-Income Housing Tax Credit Historic Rehabilitation Tax Credit New Markets Tax Credit 
Private-sector entity 
with an oversight role 

Investors/Syndicators Investors/Syndicators Community Development Entity 
(entity that awards the tax 
credits in return for equity 
investments)  

Monitoring    
IRS IRS audits of selected taxpayers 

claiming credit. 
IRS audits of selected taxpayers 
claiming credit. 

IRS audits of selected taxpayers 
claiming credit. 

Federal partner entity N/Aa TPS conducts oversight of State 
Historic Preservation Officers, 
through approximately 25 work trips 
per year to states, which may 
involve on-site inspections of 
multiple projects. 

Community Development 
Financial Institutions Fund 
performs programmatic- and 
risk-based compliance site visits 
of Community Development 
Entities. 

State partner entity HFAs monitor LIHTC properties for 
compliance with program 
requirements through desk audits, 
site visits, and file reviews.b 

State Historic Preservation Officers 
monitor projects during a 5-year 
compliance period. Frequency of 
monitoring is determined on an as-
needed basis. 

N/Aa 

Private-sector partner 
entity 

Investors/syndicators may perform 
oversight of property management 
and operations to ensure compliance 
and viability of LIHTC property. 

Investors/syndicators may perform 
oversight of property management 
and operations to ensure 
compliance and viability of property. 

Community Development 
Entities monitoring of 
investments may include review 
of financial reports, semiannual 
site visits, annual interviews, and 
brief surveys. 

Performance 
measurement 

   

IRS N/Aa N/Aa N/Aa 
Federal partner entity N/Aa,c TPS publishes annual reports and 

annual statistical reports; 
collaborates with Rutgers University 
on annual economic impact report. 

Community Development 
Financial Institutions Fund 
produces annual research 
reports and periodic research 
briefs; contracted with Urban 
Institute to conduct a formal 
evaluation of the program. 

State partner entity N/Aa N/Aa,d N/Aa 
Private-sector partner 
entity 

Unknowne Unknowne Unknowne 

Source: GAO analysis of LIHTC, Historic Rehabilitation Tax Credit, and New Markets Tax Credit information. | GAO-15-330 
aNot applicable means that no requirement is in place. 
bAt least once every 3 years, HFAs must perform on-site physical inspections for all buildings in a 
project and, for at least 20 percent of low-income units, inspect the units and review the income 
certifications of tenants. 
cHUD collects data on LIHTC projects from HFAs, on a voluntary basis. In addition, HUD collects 
information on tenant characteristics as required by the Housing and Economic Recovery Act of 
2008. HUD also has an agency priority goal for preserving and expanding affordable housing and 
tracks LIHTC units occupied for this goal; however, the information included on LIHTC units is not 
complete. 
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dOfficials stated that State Historic Preservation Officers and their partners, although not required to 
do so, may have published reports on the economic impact and other public benefits of the Historic 
Rehabilitation Tax Credit in their states. 
eWe did not review whether private-sector entities collect performance measures. As noted 
previously, LIHTC investors and syndicators monitor projects; however, according to Treasury 
officials, limited data are available to the public on this activity. 
 

We discuss the Historic Rehabilitation Tax Credit and the New Markets 
Tax Credit programs in greater detail below, focusing on differences with 
how IRS oversees LIHTC—such as describing how the other federal 
entities monitor and assess program performance. 

Historic Rehabilitation Tax Credit. The National Park Service’s 
Technical Preservation Services (TPS) administers the Historic 
Rehabilitation Tax Credit program, which cost an estimated $580 million 
in forgone revenue in fiscal year 2014. TPS promulgates the Secretary of 
the Interior’s Standards for Rehabilitation (standards), to which renovation 
projects must conform to be eligible for rehabilitation tax credits. TPS, in 
consultation with State Historic Preservation Officers (SHPO), also 
reviews and approves proposed rehabilitation project designs, and (again 
in consultation with SHPOs) certifies completed rehabilitation projects as 
conforming to the standards and therefore eligible to claim the 
rehabilitation tax credit. 

TPS officials explained that to administer the Historic Rehabilitation Tax 
Credit program, the agency currently relies on 17 full-time equivalent 
positions to staff the program and has a budget of approximately $3.2 
million for fiscal year 2015. Additionally, TPS officials stated they planned 
to add 4–5 full-time equivalent positions to the program, for a total of 21 
or 22. TPS officials explained that they work with IRS to coordinate 
elements of program administration, which include the issuance of 
regulations, the development of program information (such as on revenue 
procedures) for TPS’s website, and training for SHPOs. TPS also shares 
program data with IRS, including biannual reports of all program activity 
drawn from the project database for the Historic Rehabilitation Tax Credit, 
and information about issues and concerns surrounding an individual 
project’s eligibility for the credit.53 

 

                                                                                                                     
53We did not audit the data collection processes for the Historic Rehabilitation Tax Credit 
or assess the completeness or accuracy of the data collected for the program. 

Historic Rehabilitation Tax Credit Program 
The Historic Rehabilitation Tax Credit 
program promotes the rehabilitation of historic 
properties. For this credit, developers 
planning to rehabilitate “certified historic 
structures”—buildings listed in the National 
Register of Historic Places or located in a 
registered historic district and certified by the 
National Park Service (NPS) as contributing to 
the historic significance of that district—can 
apply for certification to NPS through their 
local State Historic Preservation Officer for tax 
credits in the amount of 20 percent of the 
certified rehabilitation costs. 
Source: GAO.  |  GAO-15-330 
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New Markets Tax Credit. The CDFI Fund, housed in Treasury, plays the 
lead role in administering the New Markets Tax Credit program, which 
had about $1 billion in forgone revenue in fiscal year 2014. The Fund 
certifies qualified organizations as Community Development Entities 
(CDE)—which are entitled to offer these tax credits to investors to attract 
private-equity investments to low-income community development 
projects. The Fund also reviews CDE applications for allocations of 
specific amounts of the New Markets Tax Credit and—for those CDEs 
receiving such allocations—prepares allocation agreements that include 
the amount of tax credit allocation, approved uses of the allocation, 
approved service area, and reporting requirements. 

According to CDFI Fund officials, 15 full-time equivalent positions—14 
staff and one manager—work full time on New Markets Tax Credit and 
another Treasury program, with the majority of staff time devoted to New 
Markets Tax Credits. These employees are assisted at various times by 
other CDFI Fund staff—for example, legal staff who help to execute 
allocation agreements with CDEs and information technology staff who 
maintain database systems. 

In both programs, we identified oversight and administrative functions 
(monitoring, performance measurement, and data collection) that federal 
entities other than IRS perform.54 

TPS and the CDFI Fund have primary roles in monitoring programmatic 
aspects of the Historic Rehabilitation Tax Credit and New Markets Tax 
Credit, while IRS administers and enforces compliance with tax-related 
requirements. Conversely, in the LIHTC program, the monitoring role is 
split between IRS and HFAs. While IRS has other monitoring 
responsibilities for the LIHTC program (beyond ensuring taxpayer 
compliance) that include overseeing HFAs, as discussed previously, such 
monitoring was lacking or minimal. 

Historic Rehabilitation Tax Credit. TPS officials told us that TPS staff 
members take approximately 25 work trips annually to states for purposes 
such as site visits and training for SHPOs. Site visits typically involve 
inspections of multiple projects, including projects identified as good and 

                                                                                                                     
54We did not audit the oversight functions of the Historic Rehabilitation Tax Credit or New 
Markets Tax Credit, but note that each program has resources devoted to oversight.  

New Markets Tax Credit Program 
Congress established the New Markets Tax 
Credit to encourage investments in low-
income communities that traditionally lack 
access to capital. The program provides 
investors (individuals, financial institutions, 
and other corporations) with a tax credit for 
investing in these communities. The investors 
can claim a credit equal to 39 percent of 
eligible investment spread over 7 years. 
Source: GAO.  |  GAO-15-330 

Monitoring 
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as problematic, as well as projects that are proposed, under way, and 
completed. TPS officials stated that when they identify deficiencies in a 
SHPO’s administration of a Historic Rehabilitation Tax Credit project, they 
generally work cooperatively with SHPOs to identify and take corrective 
actions. 

New Markets Tax Credit. CDFI Fund staff told us they conduct two types 
of site visits to CDEs that are performed by different program offices. 

• The New Markets Tax Credit program office conducts site visits to 
gather information about current industry practices, tax credit 
transaction costs, best practices in accomplishing outcomes the CDFI 
Fund seeks to encourage (such as investing in nonmetropolitan 
counties and financing projects that create significant community 
outcomes), and emerging trends and practices the CDFI Fund may 
want to discourage. The information obtained during these site visits 
enables the New Markets Tax Credit staff to administer the program 
by informing the contents of the tax credit allocation application or 
allocation agreement, or the review and selection process. 
 

• The Certification, Compliance Monitoring and Evaluation unit 
conducts risk-based site visits. The purpose of these visits includes 
determining if a New Markets Tax Credit project was in compliance 
with the terms and conditions of its allocation agreement, assessing 
circumstances leading to an instance of noncompliance, and 
identifying any weaknesses or concerns that may adversely affect the 
use of the tax credit allocation. If noncompliance were in question, the 
focus of the site visit would be to determine what, if any, corrective 
actions were taken by the CDE and progress made in resolving the 
noncompliance, implementing the corrective action, or both. 

TPS and the CDFI Fund collect and report performance measures and 
collect data for the Historic Rehabilitation Tax Credit and New Markets 
Tax Credit programs, respectively. In contrast, IRS does not report on 
performance measures on the LIHTC program; rather, it collects data 
from tax forms to oversee HFA program compliance and taxpayer 
compliance. As discussed previously, statutory limitations prevent the 
sharing of data from tax forms with other federal agencies. 

Performance Measures and 
Data Collection 
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Historic Rehabilitation Tax Credit. TPS publishes an annual report and 
a statistical analysis of the Historic Rehabilitation Tax Credit program.55 
Both reports include performance measures such as the number of jobs 
created in association with completed projects and the number of housing 
units created with Historic Rehabilitation Tax Credits, including the 
number of low- and moderate-income units. The statistical analysis 
contains additional detail about the performance measures, historical 
data, and state-by-state breakdowns related to qualified rehabilitation 
expenditures. In addition, TPS collaborates with Rutgers University to 
produce the Annual Report on the Economic Impact of the Federal 
Historic Tax Credit.56 According to TPS officials, to produce these reports, 
TPS uses data obtained from the project applications, voluntary user 
profiles, and customer satisfaction questionnaires submitted upon project 
completion.57 TPS— unlike HUD in relation to the LlHTC program—has 
not encountered data-sharing limitations with IRS stemming from 
protections on taxpayer information because it collects these data using 
its own forms and documentation. 

New Markets Tax Credit. The CDFI Fund uses its Community 
Investment Impact System to collect data from CDEs on projects, 
including performance measures such as the number of jobs by type; 
numbers of rental and for-sale housing units; and the capacity of 
educational, child care, and health care facilities developed using New 
Markets Tax Credit financing. These data are not collected on IRS forms. 
The data are used to produce annual research reports and periodic 
research briefs. In addition, the CDFI Fund contracted with the Urban 
Institute to conduct a formal evaluation of the New Markets Tax Credit 

                                                                                                                     
55Department of the Interior, National Park Service, Technical Preservation Services, 
Federal Tax Incentives for Rehabilitating Historic Buildings: Annual Report for Fiscal Year 
2014 (Washington, D.C.: March 2015); and Federal Tax Incentives for Rehabilitating 
Historic Buildings: Statistical Report and Analysis for Fiscal Year 2014 (Washington, D.C.: 
March 2015). 
56For a recent version of this report, see Department of the Interior, National Park Service, 
Technical Preservation Services, Annual Report on the Economic Impact of the Federal 
Historic Tax Credit for FY 2013 (Washington, D.C.: August 2014). 
57We did not audit the data collection processes of the Historic Rehabilitation Tax Credit 
or assess the completeness or accuracy of the data collected for the program. 
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program, focusing on program design, execution, outputs, and 
outcomes.58 

 
While multiple federal agencies administer housing-related programs, 
HUD is the lead federal agency for providing affordable rental housing.59 
HUD’s fiscal year 2013 annual performance report and 2015 annual 
performance plan reported that it funded about 5.5 million occupied 
affordable rental units through its rental assistance programs.60 Much like 
LIHTC, HUD’s rental housing programs rely on state and local housing 
agencies (including HFAs) to implement programs. HUD is responsible 
for overseeing these agencies, including reviewing state and local 
consolidated plans for the HOME and Community Development Block 
Grant (CDBG) programs—large grant programs that HUD oversees and 
that also are used to fund LIHTC projects.61 HUD has experience in 
directly overseeing HFAs in their roles as contract administrators for 
project-based Section 8 rental assistance. HUD also has entered into 
risk-sharing agreements with HFAs to provide more insurance on 
multifamily loans.62 Although we and HUD’s Office of Inspector General 
have identified weaknesses in evaluation and oversight of programs, 
HUD has taken steps to resolve some of these issues. Furthermore, HUD 
has processes, procedures, and staff in place for program evaluation and 

                                                                                                                     
58Martin D. Abravanel, et al., New Markets Tax Credit (NMTC) Program Evaluation Final 
Report, a report prepared for the Community Development Financial Institutions Fund 
(Washington, D.C.: April 2013). 
59The federal government provides assistance for financing rental housing through 25 
programs, tax expenditures, and other tools administered by four federal agencies; see 
GAO, Housing Assistance: Opportunities Exist to Increase Collaboration and Consider 
Consolidation, GAO-12-554 (Washington, D.C.: Aug. 16, 2012); and 2012 Annual Report: 
Opportunities to Reduce Duplication, Overlap and Fragmentation, Achieve Savings, and 
Enhance Revenue, GAO-12-342SP (Washington, D.C.: Feb. 28, 2012). 
60Department of Housing and Urban Development, FY 2013 Annual Performance Report, 
and FY 2015 Annual Performance Plan (Washington, D.C.: July 2014). 
61The CDBG program (begun in 1974) provides annual grants on a formula basis to local 
governments and states. 
62Participating qualified state and local HFAs may originate and underwrite affordable 
housing loans, including new construction, substantial rehabilitation, refinancing, and 
housing for the elderly. The program provides mortgage insurance (by the Federal 
Housing Administration) to enhance HFA bonds to investment-grade. HFAs may elect to 
share 10–90 percent of the loss on a loan with HUD. The HFA reimburses HUD in the 
event of a claim pursuant to terms of the risk-sharing agreement. 

HUD’s Experience in 
Affordable Housing and 
Working with HFAs May 
Benefit the LIHTC 
Program 
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oversight of state and local agencies that could be built upon and 
strengthened. 

HUD already has a limited data collection role in the LIHTC program. As 
described earlier, HUD voluntarily maintains data on LIHTC properties 
and must collect data on tenant characteristics such as race and income. 
Unlike IRS, HUD also has sponsored studies of the LIHTC program 
based on the data it collects. Furthermore, HUD has strategic goals to 
meet the need for quality, affordable rental homes and build strong 
resilient and inclusive communities, and an agency priority goal to 
preserve and expand affordable rental housing. However, data used to 
support these goals do not include all LIHTC projects. With the exception 
of these activities, HUD has no statutory authority to oversee HFAs’ 
LIHTC program responsibilities or set LIHTC program policies and 
procedures, and as a result, such authority would require new enabling 
legislation. 

HUD’s experience in administering affordable housing programs may help 
address some of the oversight challenges for LIHTC cited in this report. 
Although joint administration of the program will involve dividing 
responsibilities for one program across two agencies, we have reported 
that mission fragmentation and program overlap sometimes may be 
necessary when the resources and expertise of more than one agency 
are required to address a complex public need—as in the case of the 
Historic Rehabilitation Tax Credit and New Markets Tax Credit 
programs.63 HUD officials indicated that a larger role in the LIHTC 
program would be one way to aid their data collection efforts, better 
determine whether national affordable housing and fair housing goals had 
been incorporated, and better coordinate monitoring of civil rights 
compliance among federal housing programs. 

IRS also has been challenged to focus on its core mission of helping 
taxpayers understand and meet their responsibilities and enforcing tax 
laws. IRS’s enforcement of tax laws has been on our high-risk list since 
1990.64 In February 2015, we determined that significant capacity 
challenges—such as reduced staffing and examination coverage in an 

                                                                                                                     
63GAO-12-262.  
64GAO, letter to congressional committees identifying GAO’s original high-risk areas (Jan. 
23, 1990). 

http://www.gao.gov/products/GAO-12-262�
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environment of constrained budgets—and incomplete monitoring of 
enforcement program performance have prevented the removal of the 
agency from the high-risk list.65 Moreover, since 2010, the IRS budget has 
been reduced about 10 percent and IRS enforcement performance and 
staffing levels have declined. And as we discussed previously in this 
report, LlHTC receives a small portion of those resources. IRS and 
Treasury officials further noted that oversight of individual state HFAs that 
award tax credits and monitor projects is a challenge given IRS’s mission 
of helping taxpayers meet their responsibilities and enforcing tax laws. 

 
Assigning LIHTC programmatic oversight responsibilities to another 
agency could involve additional staff and other resources. Specifically, 
such oversight responsibilities likely will involve new hiring as well as 
training of new and existing staff. According to HUD officials, HUD 
currently works with HFAs in various capacities, including administering 
HOME and other housing programs. However, an expanded oversight 
role in LIHTC would require additional resources. For example, resources 
would be needed to expand or build data systems to help HUD monitor 
HFAs and program performance. As noted earlier, HUD was statutorily 
required in 2008 to collect data on characteristics, such as race and 
income, of tenants living in LIHTC projects. HUD officials noted that 
collecting such data was challenging because HUD did not receive 
additional resources.66 

In our review of LIHTC and the other two tax credit programs, we found 
that each used different mechanisms to fund their administrative 
responsibilities. For instance, the Historic Rehabilitation Tax Credit uses 
fees to fund its administrative activities, such as issuance of regulations, 
the development of program information, and monitoring.67 In contrast, 
the New Markets Tax Credit does not rely on user fees but receives 

                                                                                                                     
65GAO-15-290. 
66The Housing and Economic Recovery Act of 2008 authorized $6.1 million for fiscal years 
2009 through 2013 for HUD, for purposes that included providing technical assistance to 
HFAs and compiling the tenant data. But HUD never received any appropriations for these 
tasks. See GAO-13-66. 
67According to TPS officials, the Historic Rehabilitation Tax Credit program is expected to 
support a $3.2 million budget in fiscal year 2015 based entirely on fees. We did not assess 
the use of user fees in the program. 
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annual appropriations to fund its activities, such as application reviews, 
monitoring, and performance measurement. 

For LIHTC, the HFAs partially fund their administration and oversight 
responsibilities—which include ongoing compliance inspections and other 
reviews—by assessing fees on owners of LIHTC projects. While practices 
can differ among the states, according to an annual survey by NCSHA, 
HFAs can assess a variety of fees to help offset their administrative costs, 
including application fees, reservation fees, carryover allocation fees, 
compliance monitoring fees, and penalties and fees related to late or 
amended submissions.68 The amounts of these fees vary from state to 
state; for example, LIHTC application fees range from $0 in Alaska to 
$6,500 in Georgia.69 

The level of resources that would be needed to perform an adequate level 
of oversight of HFAs is not known. According to HUD officials, estimating 
the level of resources needed to perform joint administration of the LIHTC 
program is feasible and could be based on HUD’s experience 
administering other housing programs. Having an estimate on potential 
costs and funding options for financing federal oversight of the LIHTC 
program will help HUD and congressional decision makers in assessing 
potential changes to the administration of the program. 

 
Although LIHTC is the largest federal program for increasing the supply of 
affordable rental housing, LIHTC is a peripheral program in IRS in terms 
of resources and mission. Oversight responsibilities for the program 
include monitoring HFAs and taxpayer compliance. However, IRS 
oversight of HFAs has been minimal, particularly in reviewing QAPs and 
conducting audits of HFAs. Without regular monitoring of HFAs, IRS is 
not able to determine the extent to which HFAs comply with program 
requirements. Despite the importance of the program in the affordable 
rental housing market, program managers and congressional decision 

                                                                                                                     
68Rather than set fees, three HFAs charged a percentage of the credit. See National 
Council of State Housing Agencies, State HFA Factbook: 2012 NCSHA Annual Survey 
Results (Washington, D.C.: 2014). 
69We have work under way reviewing other aspects of the LIHTC program, including HFA 
oversight, the role of syndicators in developing LIHTC projects, and the costs of 
developing projects. 
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makers do not have sufficient information to assess the program’s 
effectiveness. 

Significant resource constraints have affected IRS’s ability to oversee 
taxpayer compliance and currently preclude wide-ranging improvement to 
such functions, but IRS still has an opportunity to enhance oversight of 
taxpayer compliance in the LIHTC program. Reliable data on credit 
allocations and certifications would enable IRS to assess basic 
compliance requirements. IRS has acknowledged the need for 
improvements in its controls and procedures (including data entry and 
quality reviews). Federal internal control standards state effective 
information technology management is critical to achieving useful, 
reliable, and continuous recording and communication of information. IRS 
officials agreed that these problems should be corrected and data quality 
reviews be conducted on an ongoing basis. 

Moreover, leveraging the experience and expertise of another agency 
with a housing mission, such as HUD, may help offset some of IRS’s 
limitations in relation to program oversight. Unlike the jointly administered 
Historic Rehabilitation and New Markets tax credit programs, IRS is the 
sole federal administrator in LIHTC and HUD has a limited role in the 
program. Expanding HUD’s role—making it a joint program 
administrator—could enhance LIHTC oversight. Although we and others 
have identified weakness in HUD’s evaluation and oversight of programs, 
HUD already has processes and procedures in place for evaluation and 
oversight of state and local agencies—they constitute a framework on 
which further changes and improvements in LIHTC could be effected. 
Under joint administration, IRS could continue to retain certain key 
responsibilities consistent with its tax administration mission. But 
assigning oversight responsibilities to HUD (such as reviewing QAPs, 
developing goals and performance measures, and collecting LIHTC data) 
could involve additional staff and other resources. The other tax credit 
programs we reviewed illustrate some of the different funding 
mechanisms such as fees that might be used to help fund new oversight 
for LIHTC. An estimate of potential costs and funding options for financing 
enhanced federal oversight of the LIHTC program would be integral to 
determining an appropriate funding mechanism. 
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To better align program goals with agency missions and improve program 
administration and oversight, Congress should consider designating the 
Department of Housing and Urban Development as a joint administrator 
of the program responsible for oversight. 

As part of the deliberation, Congress also should direct HUD to estimate 
the costs to monitor and perform the additional oversight responsibilities, 
including a discussion of funding options. 

 
To improve the utility of the credit allocation information contained in 
IRS’s database, IRS should address weaknesses identified in data entry 
and programming controls to ensure reliable data are collected. 

 
We provided a draft of this report to HUD, Interior, IRS, and Treasury for 
their review and comment. IRS, Treasury, and HUD provided written 
comments that we reprinted in appendixes II to IV. IRS and Treasury also 
provided technical comments that were incorporated, as appropriate. 
Interior did not provide any comments on the draft report. We also 
provided a draft to the National Council of State Housing Agencies 
(NCSHA), a nonprofit organization that represents the HFAs, for its 
review and comment. NCSHA provided written comments that we 
reprinted in appendix V. 
  
IRS agreed with our recommendation that it should address weaknesses 
in data entry and programming controls to ensure reliable data are 
collected. IRS noted that reliable data would enable it to more effectively 
assess basic compliance requirements. According to IRS’s comments, 
significant resource constraints have affected IRS’s ability to improve its 
database and implement other improvements in its procedures and 
controls. Additionally IRS noted that its review of hundreds of audits found 
no widespread compliance issues and therefore the agency performed no 
ongoing tracking of audit results and trends. However, as our report 
notes, IRS conducted this analysis in 2000 for a sample of 402 audits of 
LIHTC taxpayers performed from 1995 through 1999 and had not 
updated this review for nearly 15 years. Federal internal control standards 
state that monitoring should occur in the course of normal operations, be 
performed continually, and be ingrained in the agency’s operations. As a 
result, the agency does not have current knowledge of the level of 
noncompliance or if more monitoring were needed. IRS noted that it 
expects to take action in response to our recommendation to improve the 
utility of the credit allocation information contained in its database and 

Matter for 
Congressional 
Consideration 

Recommendation for 
Executive Action 

Agency and Third-
Party Comments and 
Our Evaluation 
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improve monitoring. IRS did not comment on the matter for congressional 
consideration (to designate HUD as a joint administrator of the program 
responsible for oversight). 
 
Treasury agreed that it would be useful for HUD to receive ongoing 
responsibility for, and resources to perform, research and analysis on the 
effectiveness of LIHTCs in increasing the availability of affordable rental 
housing. Treasury noted that such research and analysis is not part of 
IRS’s responsibilities or consistent with its expertise in interpreting and 
enforcing tax laws. However, Treasury stated that responsibility for 
interpreting and enforcing the code should remain entirely with IRS. 
Similarly, our report notes that under joint administration, IRS could retain 
certain key responsibilities consistent with its tax administration mission. 
In considering the utility of HUD’s expanded role in LIHTC, Treasury 
noted that research and analysis by HUD might help address whether 
HFAs’ allocations of LIHTCs affirmatively addressed fair housing 
concerns and whether the allocations have been effective in meeting 
other congressional goals. Treasury further observed that if HUD’s 
research and analysis indicated a need for additional interpretation or 
guidance, then Treasury and IRS could improve guidance or change the 
approach to enforcement. Coordinating on findings from any analyses 
conducted by HUD would be a positive step towards strengthening 
oversight of the program. As our report notes, IRS has performed minimal 
oversight of HFAs, particularly in terms of analyzing QAPs and 
conducting on-site or desk audits of HFAs. Thus, leveraging the 
experience and expertise of another agency with a housing mission may 
help offset some of IRS’s limitations in relation to program oversight. HUD 
could assume certain oversight responsibilities, such as reviewing QAPs 
of HFAs, monitoring of HFAs’ compliance with key responsibilities, 
identifying goals and performance measures, and collecting more 
programwide data.  
 
HUD did not expressly comment on the matter for congressional 
consideration (to designate HUD as a joint administrator of the LIHTC 
program responsible for oversight). However, it supported consideration 
of a structure for enhanced interagency coordination on housing policy, 
including the LIHTC program. HUD noted that such a structure could help 
ensure the program’s alignment with federal housing goals, such as 
creating affordable housing in areas of high opportunity and fueling 
reinvestment in high-poverty communities. HUD has conducted dedicated 
research on LIHTC; for example, on the effect of incentives in state QAPs 
on the location of LIHTC properties. However, HUD noted that Congress 
would need to appropriate additional resources to any agency assigned 
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the responsibility to provide oversight, review QAPs, and conduct further 
in-depth research on LIHTC. HUD stated that it did not receive any 
appropriations authorized for its collection of LIHTC tenant data, which 
delayed HUD’s ability to publicly release data. Our report also notes that 
assigning programmatic oversight responsibilities for LIHTC to another 
agency could require additional staff and other resources. We examined 
other tax credit programs with joint administration and found that each 
used varying mechanisms to fund its activities, including user fees and 
appropriations, which could serve as examples of how an agency may 
fund new oversight of LIHTCs.  
 
NCSHA disagreed with our matter for congressional consideration. 
NCSHA stated that if Congress believed more oversight was needed, 
NCSHA would prefer to see Congress place those resources within 
Treasury and IRS to build on the program expertise in those agencies, 
partly because it asserted that HUD has “virtually no experience” with the 
LIHTC program. NCSHA noted that state HFAs have worked closely with 
Treasury and IRS to ensure proper administration of the program. Our 
report recognizes the various ways that IRS officials work with state HFAs 
to implement the program, but it also notes significant oversight 
deficiencies in IRS’s administration of the program. Our report also 
highlights several reasons why HUD may be an appropriate agency to 
jointly administer certain aspects of the LIHTC program. First, HUD is the 
federal government’s lead housing agency, and as such, has 
responsibilities for reporting on federal efforts to meet the nation’s 
affordable housing and fair housing goals. Second, HUD has experience 
working with HFAs on various programs, including its rental assistance 
programs, and through its risk-sharing agreements with HFAs. LIHTC 
projects also may be recipients of funds from other federal programs, 
including HUD-administered programs such as HOME and project-based 
Section 8 rental assistance. Third, HUD has a framework (processes, 
procedures, and staff) in place for program evaluation and oversight of 
state and local agencies that could be expanded and strengthened. 
Finally, HUD already has a data collection role in the LIHTC program. 
While this role is limited to mandatory data collection on tenant 
characteristics, such as race and income, and voluntarily maintaining data 
on LIHTC properties, a joint oversight role could allow HUD to directly 
collect nationwide data on LIHTC properties needed to assess program 
effectiveness. Whereas currently, statutory restrictions prevent the 
disclosure of taxpayer information collected by IRS to HUD. As a result, 
we maintain HUD, an agency with a housing mission and whose current 
programs regularly interact with the LIHTC program, is in a better position 
to perform some oversight functions for LIHTC. Also, in commenting on 
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this report, Treasury recognized that it would be useful to have HUD 
receive ongoing responsibility for research and analysis on the 
effectiveness of LIHTCs. 
 
NCSHA also questioned if it was fair of GAO to judge Treasury and IRS 
oversight by the amount of data collected or number of audits conducted 
and with seemingly little attention to the program’s successful housing 
results. In the report, we cite that monitoring should occur in the course of 
normal operations, be performed continually, and be ingrained in the 
agency’s operations. IRS does not regularly review QAPs or conduct on-
site reviews of HFAs. More specifically, IRS had conducted only seven 
audits of HFAs since the program’s inception in 1986. IRS officials stated 
the lack in oversight was caused by a lack of resources and competing 
demands. Furthermore, we note that activities need to be established to 
monitor performance measures and indicators, which includes comparing 
data so that analyses can be conducted. However, we found that IRS has 
not set goals or assessed performance for the program, collected limited 
data needed to administer and enforce the tax code, and the data it 
collected are not reliable. The LIHTC program is the largest source of 
federal assistance for developing affordable rental housing and cost an 
estimated $8 billion in forgone revenue in 2014. Therefore, it is critical 
that program managers and congressional decision makers have reliable 
data available to judge the effectiveness and level of compliance of the 
program.  
 
NCSHA also stated that joint administration of the LIHTC program would 
create additional red tape (a new level of bureaucracy) and could result in 
reduced program effectiveness and housing production. Our review 
focused on IRS’s oversight functions, including monitoring taxpayers and 
state HFAs and reviewing program data for program effectiveness and 
compliance. We did not suggest a comprehensive change to how IRS 
administers LIHTC. Rather, we recommend an approach to provide 
Congress and taxpayers with a greater understanding of how the program 
operates and performs. In our review of other tax credit programs (similar 
in purpose and structure to LIHTC) that were jointly administered by IRS 
and other federal agencies, we found the other federal agencies provided 
key oversight and administrative support, such as monitoring, 
performance measurement, and data collection. Under joint 
administration with HUD, IRS, with its tax expertise, could continue to 
retain certain key responsibilities in implementing the program in 
partnership with state HFAs. Joint administration of the program will 
involve dividing responsibilities for one program across two agencies, and 
our expectation would be that IRS and HUD will carefully define their 
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respective roles and responsibilities and have clear lines of 
communication to help ensure the program does not create any 
unnecessary inefficiencies, such as duplicative or overlapping 
requirements for HFAs.  In addition, Congress can define specific 
requirements and limits of each agency’s oversight responsibilities. 
 
Finally, NCSHA noted that HFAs have a track record of outstanding 
performance in affordable housing finance and that Congress and the 
Administration entrusted HFAs to administer federal housing programs. In 
addition, NCSHA stated GAO had positively recognized HFAs for the 
LIHTC program in past reports. We acknowledged in our report that the 
LIHTC program was the largest federal program for increasing the supply 
of affordable rental housing and the design of the program can result in 
HFAs and other entities, including investors and syndicators, providing 
project oversight. We also made these points in prior work. But we also 
noted in prior work dating to 1997 that procedures for reviewing QAPs 
and monitoring compliance could be improved, and that LIHTC data were 
not sufficient to measure program success. Joint administration with an 
agency with a housing mission could help offset these longstanding 
deficiencies in IRS’s oversight of the program. 
 
As agreed with your office, unless you publicly announce the contents of 
this report earlier, we plan no further distribution until 30 days from the 
report date. At that time, we will send copies of this report to the 
Secretaries of Housing and Urban Development, Interior, and Treasury; 
the Commissioner of Internal Revenue; the appropriate congressional 
committees; and other interested parties. In addition, the report is 
available at no charge on the GAO website at http://www.gao.gov. 

If you or your staff members have any questions about this report, please 
contact me at (202) 512-8678 or garciadiazd@gao.gov. Contact points for 
our Offices of Congressional Relations and Public Affairs may be found  
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on the last page of this report. Key contributors to this report are listed in 
appendix VI. 

Sincerely yours, 

 
Daniel Garcia-Diaz 
Director, Financial Markets 
and Community Investment 
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This report discusses the Low-Income Housing Tax Credit (LIHTC) 
program, which is administered by the Internal Revenue Service (IRS) 
and state housing finance agencies (HFA). More specifically, this report 
(1) discusses how the LIHTC program is administered; (2) evaluates 
processes for overseeing the LIHTC program; and (3) compares the 
administration of other tax credit programs with LIHTC. 

To determine how the LIHTC program is administered, we reviewed IRS 
regulations and guidance that describe IRS’s roles and responsibilities in 
administering the LIHTC program, including overseeing HFAs and 
taxpayers. We also reviewed documentation on the role of HFAs, 
investors, and syndicators in the program.1 Because LIHTC projects are 
often financed with funds from other programs, we reviewed the 
monitoring requirements for some federal programs present in LIHTC 
projects, such as the HOME Investment Partnerships (HOME) program 
and project-based Section 8. To illustrate the number of LIHTC projects 
containing other federal funding, we also reviewed a publication issued by 
the National Council of State Housing Agencies (NCSHA) on survey 
results.2 We assessed the reliability of these data by interviewing NCSHA 
officials and reviewing documentation on survey techniques used to 
collect the data. We determined the data were reliable for our purposes of 
reporting on other funding sources for LIHTC projects. We interviewed 
officials from IRS, the Department of the Treasury (Treasury), Department 
of Housing and Urban Development (HUD), selected HFAs, and NCSHA 
on the administration of the program. We also conducted interviews at the 
Georgia HFA and Illinois HFA to help provide examples of how the 
programs were administered at the state level. We selected these two 
HFAs based on prior work conducted at these locations for other GAO 
reports on the Tax Credit Assistance Program (TCAP), administered by 
HUD, and the Grants to States for Low-Income Housing Projects in Lieu 
of Low-Income Housing Credits (Section 1602) program, administered by 
Treasury. Our prior work is relevant because it assessed HFA 
administration and oversight of these programs and because we discuss 
TCAP and 1602 in this report. We also selected these sites because of 

                                                                                                                     
1Syndicators are intermediaries that connect developers seeking equity investments in a 
LIHTC project with investors and charge a fee for overseeing the investment transaction.  
2National Council of State Housing Agencies, State HFA Factbook: 2012 NCSHA Annual 
Survey Results (Washington, D.C.: 2014). We chose this group because it represents 
HFAs and advocates for affordable housing. 
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their proximity to GAO locations. Moreover, we interviewed a certified 
public accounting and consulting firm, Novogradac & Company LLP. We 
selected this firm because of its role in the LIHTC working group—a 
forum for participants in the LIHTC program to work together to resolve 
technical and administrative issues relating to the LIHTC program—and 
because of the information on the firm’s website on HFAs and guidance 
for the LIHTC program. 

To evaluate processes for overseeing the LIHTC program, we reviewed 
applicable forms and guidance used to monitor the program, and 
reviewed IRS audits of HFAs conducted from 2003 to 2014 to determine 
the frequency with which audits were conducted and the types of findings 
identified.3 We reviewed IRS’s process for identifying and conducting 
audits on taxpayers claiming LIHTCs from 2001 to 2013 and how the 
results of these audits were used to inform management about the types 
of noncompliance and to track the effectiveness of program monitoring. 
We reviewed federal internal control standards to identify key activities 
that help ensure that a program addresses requirements and appropriate 
actions are taken to address program risks.4 We also reviewed the 
strategic and annual reports of IRS, Treasury, and HUD to determine the 
program goals and outcome information available for the LIHTC program. 
We analyzed information contained in IRS’s Low-Income Housing Credit 
database from December 2005 to August 2014. Specifically, we reviewed 
available information from forms on the credit allocation and certification 
(form 8609) and the noncompliance or building disposition (form 8823).5 
We assessed the reliability of the database by reviewing documentation, 
performing electronic testing, and interviewing the relevant officials 

                                                                                                                     
3IRS began conducting HFA audits in 2003, which determined our date range. IRS 
categorizes the audits of the state HFAs as containing taxpayer protected data under 
Section 6103 of the Internal Revenue Code. As such, we are omitting the state names and 
audit details. Federal tax information is kept confidential under Section 6103, except as 
specifically authorized by law. Information in a form that cannot be associated with or 
otherwise identify, directly or indirectly, a particular taxpayer is not federal tax information. 
Section 6103 specifies what federal tax information can be disclosed, to whom, and for 
what purpose. In general, federal tax information is collected and developed to administer 
tax law. However, this information can be useful for other purposes, such as to detect 
possible noncompliance with nontax criminal laws or administer other kinds of programs. 
4GAO, Standards for Internal Control in the Federal Government, GAO/AIMD-00-21.3.1 
(Washington, D.C.: November 1999). 
5IRS’s Low-Income Housing Credit database did not contain information collected on the 
HFA annual reports (form 8610). 

http://www.gao.gov/products/GAO/AIMD-00-21.3.1�
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responsible for administering and overseeing the database. We also 
conducted reasonableness checks on the data to identify any missing, 
erroneous, or outlying figures. We determined we would not be able to 
rely on the data to perform our analysis. Therefore, we limited our 
discussion of the database to the type of information collected, the extent 
to which the information was collected, and potential analysis that could 
be conducted if the data were more complete and accurate. We also 
reviewed an IRS staff proposal for statutory changes to allow IRS to 
disclose certain protected information so that HUD could help assess the 
completeness of the data it received on LIHTC tenant characteristics and 
reviewed a prior GAO report that discussed statutory exceptions related 
to data sharing of confidential taxpayer information.6 Lastly, we 
interviewed IRS and selected HFA officials about monitoring procedures 
for the LIHTC program and Treasury and HUD officials on program goals 
and outcomes and statutory barriers that may prevent information sharing 
for the LIHTC program. 

To compare the administration of other tax credit programs with LIHTC, 
we reviewed tax credit programs administered by IRS to identify those 
that are most similar in purpose and structure to LIHTC. We focused on 
the Historic Rehabilitation Tax Credit and New Markets Tax Credit 
programs because, similar to the LIHTC program, both are aimed at 
encouraging community development and each is jointly administered by 
IRS and another federal entity—the Department of Interior’s National Park 
Service (NPS) and Treasury’s Community Development Financial 
Institutions (CDFI) Fund, respectively.7 In addition to administrative 
structures, our review focused on how these two programs conducted 
monitoring, used performance measures, and collected data. We 

                                                                                                                     
6GAO, Taxpayer Privacy: A Guide for Screening and Assessing Proposals to Disclose 
Confidential Tax Information to Specific Parties for Specific Purposes, GAO-12-231SP 
(Washington, D.C.: Dec. 14, 2011). 
7For the Historic Rehabilitation Tax Credit program, our review focused on the 20 percent 
tax credit for rehabilitating certified historic structures and did not include other historic tax 
credits, such as the 10 percent rehabilitation tax credit for nonhistoric structures or tax 
deductions associated with donations of historic preservation easements. We selected the 
Historic Rehabilitation Tax Credit and New Markets Tax Credit programs in part because 
they shared several features with LIHTC:(1) The tax credits reduce a taxpayer’s federal 
tax liability as a result of that taxpayer’s investment in certain qualified assets or projects. 
(2) Tax credits under these programs are awarded on the basis of a federal or state 
entity’s prior review, approval or certification. (3) These tax credit programs do not include 
other tax incentives, such as deductions and exemptions. 

http://www.gao.gov/products/GAO-12-231SP�
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reviewed prior GAO reports related to each of these programs.8 
Moreover, we reviewed HUD’s role in working with state and local 
agencies and its role in the LIHTC program. We also reviewed 
information available in the State HFA Factbook: NCSHA 2012 Annual 
Survey Results to gain an understanding of how HFAs use fees to 
administer the LIHTC program. We assessed the reliability of these data 
by interviewing NCSHA officials and reviewing documentation on survey 
techniques used to collect the data. We determined the data were reliable 
for our purposes of reviewing how HFAs use fees to administer the LIHTC 
program. Additionally, we interviewed officials from the Departments of 
Interior and Treasury and the CDFI Fund concerning the administration of 
the Historic Rehabilitation Tax Credit and New Markets Tax Credit 
programs and how the programs funded administrative costs. We met 
with IRS officials to discuss their role in the administration of the Historic 
Rehabilitation Tax Credit. 

We conducted this performance audit from February 2014 through July 
2015 in accordance with generally accepted government auditing 
standards. Those standards require that we plan and perform the audit to 
obtain sufficient, appropriate evidence to provide a reasonable basis for 
our findings and conclusions based on our audit objectives. We believe 
that the evidence obtained provides a reasonable basis for our findings 
and conclusions based on our audit objectives. 

                                                                                                                     
8For information on community development tax expenditures, including the Historic 
Rehabilitation Tax Credit and New Markets Tax Credit, we reviewed GAO, Community 
Development: Limited Information on the Use and Effectiveness of Tax Expenditures 
Could Be Mitigated through Congressional Attention, GAO-12-262 (Washington, D.C.: 
Feb. 29, 2012). For the Historic Rehabilitation Tax Credit, we reviewed GAO, Information 
on Historic Preservation Tax Incentives, GAO/GGD-84-47 (Washington, D.C.: Mar. 29, 
1984); and Tax Policy and Administration: Historic Preservation Tax Incentives, GGD-86-
112FS (Washington, D.C.: Aug. 1, 1986). For the New Markets Tax Credit, we reviewed 
GAO, New Markets Tax Credit Program: Progress Made in Implementation, but Further 
Actions Needed to Monitor Compliance, GAO-04-326 (Washington, D.C.: Jan. 30, 2004); 
Tax Policy: New Markets Tax Credit Appears to Increase Investment by Investors in Low-
Income Communities, but Opportunities Exist to Better Monitor Compliance, GAO-07-296 
(Washington, D.C.: Jan. 31, 2007); New Markets Tax Credit: The Credit Helps Fund a 
Variety of Projects in Low-Income Communities, but Could Be Simplified, GAO-10-334 
(Washington, D.C.: Jan. 29, 2010); Community Development Financial Institutions and 
New Markets Tax Credit Programs in Metropolitan and Nonmetropolitan Areas, 
GAO-12-547R (Washington, D.C.: Apr. 26, 2012); and New Markets Tax Credit: Better 
Controls and Data Are Needed to Ensure Effectiveness, GAO-14-500 (Washington, D.C.: 
July 10, 2014). 

http://www.gao.gov/products/GAO-12-262�
http://www.gao.gov/products/GAO/GGD-84-47�
http://www.gao.gov/products/GGD-86-112FS�
http://www.gao.gov/products/GGD-86-112FS�
http://www.gao.gov/products/GAO-04-326�
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http://www.gao.gov/products/GAO-10-334�
http://www.gao.gov/products/GAO-12-547R�
http://www.gao.gov/products/GAO-14-500�


 
Appendix II: Comments from Internal Revenue 
Service 

 
 
 

Page 49 GAO-15-330  LIHTC Federal Role 

 

 

Appendix II: Comments from Internal 
Revenue Service  



 
Appendix II: Comments from Internal Revenue 
Service 

 
 
 

Page 50 GAO-15-330  LIHTC Federal Role 

 



 
Appendix II: Comments from Internal Revenue 
Service 

 
 
 

Page 51 GAO-15-330  LIHTC Federal Role 

 



 
Appendix III: Comments from the Department 
of the Treasury 

 
 
 

Page 52 GAO-15-330  LIHTC Federal Role 

 

 

Appendix III: Comments from the 
Department of the Treasury  



 
Appendix III: Comments from the Department 
of the Treasury 

 
 
 

Page 53 GAO-15-330  LIHTC Federal Role 

 

 



 
Appendix IV: Comments from the Department 
of Housing and Urban Development 

 
 
 

Page 54 GAO-15-330  LIHTC Federal Role 

 

 

Appendix IV: Comments from the 
Department of Housing and Urban 
Development 



 
Appendix IV: Comments from the Department 
of Housing and Urban Development 

 
 
 

Page 55 GAO-15-330  LIHTC Federal Role 

 

 



 
Appendix V: Comments from the National 
Council of State Housing Agencies 

 
 
 

Page 56 GAO-15-330  LIHTC Federal Role 

 

 

Appendix V: Comments from the National 
Council of State Housing Agencies 



 
Appendix V: Comments from the National 
Council of State Housing Agencies 

 
 
 

Page 57 GAO-15-330  LIHTC Federal Role 

 

 



 
Appendix V: Comments from the National 
Council of State Housing Agencies 

 
 
 

Page 58 GAO-15-330  LIHTC Federal Role 

 

 



 
Appendix V: Comments from the National 
Council of State Housing Agencies 

 
 
 

Page 59 GAO-15-330  LIHTC Federal Role 

 

 



 
Appendix V: Comments from the National 
Council of State Housing Agencies 

 
 
 

Page 60 GAO-15-330  LIHTC Federal Role 

 

 



 
Appendix V: Comments from the National 
Council of State Housing Agencies 

 
 
 

Page 61 GAO-15-330  LIHTC Federal Role 

 

 



 
Appendix V: Comments from the National 
Council of State Housing Agencies 

 
 
 

Page 62 GAO-15-330  LIHTC Federal Role 

 

 



 
Appendix VI: GAO Contact and Staff 
Acknowledgments 
 
 
 

Page 63 GAO-15-330  LIHTC Federal Role 

Daniel Garcia-Diaz, (202) 512-8678 or garciadiazd@gao.gov 

 
In addition to the individual named above, Andy Finkel (Assistant 
Director), Nadine Garrick Raidbard (Analyst-in-Charge), Jessica Artis, 
Vaughn Baltzly, William R. Chatlos, Anar N. Jessani, Elizabeth Jimenez, 
John McGrail, Marc Molino, Ruben Montes de Oca, Christine Ramos, 
Barbara Roesmann, and MaryLynn Sergent made major contributions to 
this report. 

Appendix VI: GAO Contact and Staff 
Acknowledgments 

GAO Contact 

Staff 
Acknowledgments 

(100002) 

mailto:garciadiazd@gao.gov�


 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
 
 
 
 
 

The Government Accountability Office, the audit, evaluation, and 
investigative arm of Congress, exists to support Congress in meeting its 
constitutional responsibilities and to help improve the performance and 
accountability of the federal government for the American people. GAO 
examines the use of public funds; evaluates federal programs and 
policies; and provides analyses, recommendations, and other assistance 
to help Congress make informed oversight, policy, and funding decisions. 
GAO’s commitment to good government is reflected in its core values of 
accountability, integrity, and reliability. 

The fastest and easiest way to obtain copies of GAO documents at no 
cost is through GAO’s website (http://www.gao.gov). Each weekday 
afternoon, GAO posts on its website newly released reports, testimony, 
and correspondence. To have GAO e-mail you a list of newly posted 
products, go to http://www.gao.gov and select “E-mail Updates.” 

The price of each GAO publication reflects GAO’s actual cost of 
production and distribution and depends on the number of pages in the 
publication and whether the publication is printed in color or black and 
white. Pricing and ordering information is posted on GAO’s website, 
http://www.gao.gov/ordering.htm.  

Place orders by calling (202) 512-6000, toll free (866) 801-7077, or  
TDD (202) 512-2537. 

Orders may be paid for using American Express, Discover Card, 
MasterCard, Visa, check, or money order. Call for additional information. 

Connect with GAO on Facebook, Flickr, Twitter, and YouTube. 
Subscribe to our RSS Feeds or E-mail Updates. Listen to our Podcasts. 
Visit GAO on the web at www.gao.gov. 

Contact: 

Website: http://www.gao.gov/fraudnet/fraudnet.htm 
E-mail: fraudnet@gao.gov 
Automated answering system: (800) 424-5454 or (202) 512-7470 

Katherine Siggerud, Managing Director, siggerudk@gao.gov, (202) 512-
4400, U.S. Government Accountability Office, 441 G Street NW, Room 
7125, Washington, DC 20548 

Chuck Young, Managing Director, youngc1@gao.gov, (202) 512-4800 
U.S. Government Accountability Office, 441 G Street NW, Room 7149  
Washington, DC 20548 

GAO’s Mission 

Obtaining Copies of 
GAO Reports and 
Testimony 

Order by Phone 

Connect with GAO 

To Report Fraud, 
Waste, and Abuse in 
Federal Programs 

Congressional 
Relations 

Public Affairs 

Please Print on Recycled Paper.

http://www.gao.gov/�
http://www.gao.gov/�
http://www.gao.gov/ordering.htm�
http://facebook.com/usgao�
http://flickr.com/usgao�
http://twitter.com/usgao�
http://youtube.com/usgao�
http://www.gao.gov/feeds.html�
http://www.gao.gov/subscribe/index.php�
http://www.gao.gov/podcast/watchdog.html�
http://www.gao.gov/�
http://www.gao.gov/fraudnet/fraudnet.htm�
mailto:fraudnet@gao.gov�
mailto:siggerudk@gao.gov�
mailto:youngc1@gao.gov�

	LOW-INCOME HOUSING TAX CREDIT
	Joint IRS-HUD Administration Could Help Address Weaknesses in Oversight
	Contents
	Letter
	Background
	IRS Offices Involved in LIHTC Program Oversight

	IRS Responsible for Oversight of HFAs and Taxpayers, and HFAs Make Award Decisions and Monitor Projects
	IRS Regulatory and Oversight Responsibilities for LIHTC
	HFAs Are Responsible for Awarding Tax Credits and Monitoring LIHTC Projects
	LIHTC Projects Also May Be Monitored by Other Entities

	IRS Oversight to Identify and Address Compliance Issues Has Been Minimal
	IRS Oversight of HFAs Has Been Minimal
	IRS Has Conducted Some Audits of Taxpayers Claiming LIHTCs but Does Not Have Detailed Information on Results of These Audits
	IRS Has Not Set Goals for LIHTC and Does Not Assess Performance
	IRS Data Were Not Reliable to Assess Compliance and Taxpayer Protections Prevent HUD from Using IRS Data
	Data on Credit Allocation and Certification Not Reliable
	Restrictions on Information Sharing


	LIHTC Administration Differs from Some Other Tax Credit Programs
	IRS Jointly Administers Some Tax Credit Programs with Other Federal Agencies
	Monitoring
	Performance Measures and Data Collection

	HUD’s Experience in Affordable Housing and Working with HFAs May Benefit the LIHTC Program
	Joint Administration May Require Additional HUD Resources

	Conclusions
	Matter for Congressional Consideration
	Recommendation for Executive Action
	Agency and Third-Party Comments and Our Evaluation

	Appendix I: Objectives, Scope, and Methodology
	Appendix II: Comments from Internal Revenue Service
	Appendix III: Comments from the Department of the Treasury
	Appendix IV: Comments from the Department of Housing and Urban Development
	Appendix V: Comments from the National Council of State Housing Agencies
	Appendix VI: GAO Contact and Staff Acknowledgments

	d15330high.pdf
	LOW-INCOME HOUSING TAX CREDIT
	Joint IRS-HUD Administration Could Help Address Weaknesses in Oversight
	Why GAO Did This Study
	What GAO Recommends
	Congress should consider designating HUD as a joint administrator of the program. HUD’s role should include oversight responsibilities (such as regular monitoring of HFAs) to help address deficiencies GAO identified. Treasury agreed HUD could be respo...



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Sheetfed Uncoated v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.7
  /CompressObjects /All
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 220
  /ColorImageMinResolutionPolicy /Warning
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 220
  /GrayImageMinResolutionPolicy /Warning
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 900
  /MonoImageMinResolutionPolicy /Warning
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<


    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>



    /HUN <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>


    /SKY <>

    /SUO <>
    /SVE <>
    /TUR <>

    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


