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1 Section 1. NEWSECTION. 404A.1 NElI GHBORHOOD ASSI STANCE
HOUSI NG TAX CREDI T ELI G BLE PROPERTY.

1. A nei ghborhood assistance housing tax credit is granted
agai nst the inconme tax inposed under chapter 422, division I
or division Ill, for the new construction of eligible housing
property located in HUD-eligible areas of this state as
provided in this chapter. Tax credits in excess of tax
liabilities may be carried forward for up to seven years or
back for up to three years.

2. Eligible housing property for which a taxpayer may
recei ve the nei ghborhood assi stance housing tax credit
conputed under this chapter is housing property located in a
HUD-el i gi bl e area which neets either of the follow ng

a. Two or nore newly constructed single-famly units with
a market value per unit of not nore than one hundred twenty
thousand dol I ars upon conpl eti on of the construction.

b. At least one newly constructed nultifam |y housing
project containing three or nore units with a market val ue per
unit of not nore than one hundred twenty thousand dollars upon
conmpl etion of the construction

3. For purposes of this section, "HUD-eligible area" neans
an i npoverished area in an entitlenent city as designated by
the United States departnent of housing and urban devel opnent.

Sec. 2. NEWSECTION. 404A.2 AMOUNT OF CREDIT.

The amount of the credit equals ten percent of the
qualified construction costs of the eligible housing property.
In conputing the tax credit, the only costs which may be
i ncluded are the construction costs directly related to the
construction of the housing incurred by the housing devel oper
or contractor during the period ending on the project
conmpl etion date and beginning on the later of either the date
of issuance of the approval of the project as provided in
section 404A. 3 or two years prior to the project conpletion
date. Costs that are not included are the costs of
acquisition of the land, subdividing the |Iand, and road or
si dewal k construction.

Sec. 3. NEWSECTION. 404A.3 APPROVAL OF NEW HOUSI NG
CONSTRUCTI ON PRQJECT.

1. a. In order for a taxpayer to qualify for a tax credit
for the costs of a new housing construction project, the
housi ng devel oper or contractor must receive approval for the
new housi ng project fromall of the follow ng bodi es:

(1) The governing bodies of the city, county, and counci
of governnments in which the eligible housing property will be
| ocat ed and whi ch have established approved selection criteria
and standards for projects involving eligible housing
property.

(2) The departnment of econom c devel opnent.

b. Applications for approvals fromthe departnent and the
appropriate governing bodies shall be filed by the housing
devel oper or housing contractor and shall be on forns approved
by the departnent and shall contain information as required by
the departnment. The information shall include the approximte
date of the start of the new construction, the approxinmate
date of conpletion, the approxi mate nmarket val ue of each
fam |y unit upon conpletion of construction, as well as the



ArADRMDMIEADIMDMIEADIADDIADRADDIDBRADDRROWOWWWWWWWWWWWWWWWWWWWWWWWWWWWWWWWWWNNNNDNNNDNNNDNDNNDN

proj ected cost.

2. The governing body of a city, county, or council of
governnments may establish selection criteria and standards for
projects involving eligible housing property. However, at
| east one of these governing bodies shall establish selection
criteria and project standards. The standards shall be
witten to ensure that a project is conpatible with the area
bei ng redevel oped and is in furtherance of an overal
devel opnent plan adopted by that body. Upon receiving
approval fromthe governing body, the housing devel oper or
contractor shall seek approval fromthe departnent of economc
devel opnent. The departnment shall establish its own criteria
for selection and standards with priority given to projects
whi ch involve | ocal governnent participation and private
sector support. Until a governing body's selection criteria
and project standards have been established and approved by
the departnent, a construction project on eligible housing
property within the jurisdiction of the governi ng body does
not need the approval of that governing body for the project
to receive the tax credit. However, if construction on the
proj ect has not begun within sixty days of receiving the
approval of the department, the project nust neet the
standards of a governing body if the governing body's
standards have received departnment approval wthin that sixty-
day period. The departnment shall not grant its approval for a
construction project prior to at |east one of the governing
bodi es having established criteria and standards.

Sec. 4. NEWSECTION. 404A.4 PRQIECT COVPLETI ON AND TAX
CREDI T CERTI FI CATION CREDI T TRANSFER

1. Upon conpletion of the new construction housing
project, a certification of conpletion nmust be obtained from
each of the governing bodi es which approved the project. The
governi ng bodi es each shall determine that the project is
actually conpl ete and was done according to the approved
standards of the governing body. Each governing body may
i ssue a separate certificate of conpletion or all of the
governi ng bodies may issue a joint certificate of conpletion.
A completion certificate shall identify the person claimng
the tax credit under this chapter and the qualified
construction costs incurred up to the two years preceding the
compl etion date

2. Upon receipt of all separate certificates of conpletion
or a joint certificate of conpletion, the person claimng the
tax credit under this chapter shall present the conpletion
certificates or certificate to the departnent of econonic
devel opnent. After verifying the eligibility for the tax
credit, the departnent shall issue a nei ghborhood assistance
housing tax credit certificate to be attached to the person's
tax return. The tax credit certificate shall contain the
taxpayer's nanme, address, tax identification nunber, the date
of project conpletion, the amount of credit, other information
required by the departnment of revenue and finance, and a pl ace
for the name and tax identification nunber of any transferee
and the anmobunt of the tax credit being transferred.

3. A person receiving a nei ghborhood assi stance housi ng
tax credit under this chapter may transfer all or a portion of
the unused tax credit to any other person. The transferee nmay
use the anmount of the tax credit transferred agai nst the taxes
i mposed under chapter 422, divisions Il and Ill, for any tax
year the original transferor could have clainmed the credit.
Any consideration received for the transfer of the tax credit
shal | not be included as incone under chapter 422, divisions
Il and Il1. Any consideration paid for the transfer of the
tax credit shall not be deducted fromincone under chapter
422, divisions Il and II1I.

Sec. 5. NEWSECTION. 422.11D NEI GHBORHOOD ASSI STANCE
HOUSI NG TAX CREDI T.
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1. The taxes inposed under this division, less the credits
al | owed under sections 422.12 and 422.12B, shall be reduced by
a nei ghbor hood assi stance housing tax credit equal to the
anount as conputed under chapter 404A for the new construction
of eligible housing property. Any credit in excess of the tax
liability is nonrefundable and may be carried forward for up
to seven tax years or backward up to three tax years.

2. An individual may clai ma nei ghborhood assistance
housing tax credit allowed a partnership, limted liability
conpany, S corporation, estate, or trust electing to have the
income taxed directly to the individual. The amount clai ned
by the individual shall be based upon the pro rata share of
the individual's earnings froma partnership, limted
liability conmpany, S corporation, estate, or trust.

3. However, if the original taxpayer who receives the
nei ghbor hood assi stance housing tax credit transfers all or a

portion of the tax credit, any transferee shall only be
entitled to use the anbunt of the tax credit transferred for a
tax year for which the original taxpayer could have cl ai ned
the credit.

4. For purposes of this section, "eligible housing
property" neans the sanme as used in section 404A 1.

Sec. 6. Section 422.33, Code 1999, is anended by adding
the foll owi ng new subsection

NEW SUBSECTION. 8. a. The taxes inposed under this
di vision shall be reduced by a nei ghborhood assi stance housi ng
tax credit equal to the anpbunt as conputed under chapter 404A
for the new construction of eligible housing property. Any
credit in excess of the tax liability is nonrefundabl e but may
be carried forward for up to seven tax years or backward up to
three tax years.

b. However, if the original taxpayer who receives the
nei ghbor hood assi stance housing tax credit transfers all or a
portion of the tax credit, any transferee shall only be
entitled to use the anmpbunt of the tax credit transferred for a
tax year for which the original taxpayer could have cl ai ned
the credit.

c. For purposes of this subsection, "eligible housing
property" neans the sanme as used in section 404A 1.

EXPLANATI ON

The bill provides for an individual and corporate incomne
tax credit equal to 10 percent of the costs of the new
construction of eligible housing properties. Eligible housing
properties are properties constructed in HUD-eligible areas
whi ch consist of either two single-fanmily units or one
multifam ly project containing at least three famly units.
The val ue of each family unit nust not exceed $120,000. In
addi ti on, the new housing construction project nust be
approved by the governing body of the city, county, and
council s of government in which the property is to be |ocated.
At | east one of the governing bodies has to establish
construction standards and selection criteria. The project
must al so be approved by the departnent of economc
devel opnent.

The tax credits may be carried forward seven years or
carried back three tax years. |n addition, the taxpayer may
transfer to another any unused tax credit to be applied to the
i ndi vidual or corporate incone tax of the transferee.
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