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Washington, D.C. 20224

Dear Mr. Kurtzi

The State of Maryland Community Development Admin--

istration has submitted a 'request for a ruling concerning
t_aax-exe_mpt financing for_r_es_idenjcial._r_ehabilita_t1 s
in the State. The purpose of this letter is to ask that the
ruling request receive expedited treatment by the Internal
Revenue Service.

2,you arg_awaxea__rghabilitated housing plays a
cen_txaLrole_1n .the_housing_policy_of_thaJtate FñíQhe_ Fe dera1
ggyernmentn The sigcLof_Aquaing-available_to2eat_the ever
burjeoning needs oLour low and-morlerata_income-resi ents s
limited. Moreover the cost of new hous_i_ng_t_g_me£those 21eeds
n these inflationgr_y_tIñš

~

iTvirt_u_all_y_pxchibit habil-
ltation of residentigl_propHLes en_ables_the_State to revital-
ige blight_ei urban_are as while_p;o_ç}ucing-aub_s_t_anttial_adcKEfónal
housi.ng for low_and_ modera_te inco_me residenn_ts at_a_co_stfar l'ower
than the cost of new construction.

As I understand the legal 1ssues, 1t appears that
rgg gnt jgygagg_rælingila_va_cIggtgiuncer_tainty_as_±.g_w_hgthg r
most rental_xchabilitation projects_ganle_finaaegg_yitth__tar-
exempt_bonds,. As a prac-Eical matter, bonds necessary for such
finaricing cannot be issued without a legal opinion as to the
tax-exempt status. of the bonds, and bond counsel will not issue
such an opinion in the face of ambiguous tax law. The uncer-
tainty in the law thus has precluded CDA from processing the
applications for rehabilitation financing. After considerable
deliberation, attorneys from CDA have opined that only a ruling
from the Internal Revenue Service can eliminate -the uncertainty
and enable CDA to proceed with financing these projects.
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At this . juncture, CDA has received applications

for financing of rehabilitation type projects in amounts
exceeding $10,000,000 in the aggregate, and additional .

applications are received each week. These applications

are being held in suspense pending the outcome of the '

ruling request. The continuing_ delay in resolution of the

. of thµe proienta_niL1 begin_other_types of_rehabilitation

and d2.vert the properties to other than low and moderate

income res dent al_purpgses.

realize_that execution and_for_mulat_ion of_housing .

policy is not the res_eonsib_ilit gLj;;he I_ntexxmLBeyer2ne
Agryicg.. I only hope that this letter points out the urgent

need for such housing, so that the ambiguity in the law can

be eliminated as soon as practicable and processing of these

projects resumed. .

Thank you for your cooperation in this matter.

Sincerely yours,

Blair Lee III
Acting Governor


