
Renewal Commun ities: Create 100 Renewal Communities with targeted , pro-growth tax 
benefits , regulatory relief, savings accounts , brownfields clean-up , and home-ownership 
opportunities . At least 20 percent of the communities identified must be located in rural areas. 
Requirements for communities applying for zone s atus : 

• Poverty Rates : Area must have a poverty rate of 20 percent or more, an nemployment 
rate of at least 150 percent the national ra e, and in urban areas at least 70 percent of its 
households must have incomes below 80 percent of the median household income. 

• Local Commitments : the Renewal Community area mus commit to a) reduce local tax 
rates and fees with in zones and1 o eliminate s ate and local sa les taxes and b) waive local 
and state occupational licens ing regu lations and other barriers o en ry , except hose 
explicitly needed to protect health and safety. 

Existing Zones : OBRA 1993 crea ed 105 Empowerment Zones and Enterprise Communities 
which qual ified for a modest combina ion of government grants and special tax breaks. The 
American Community Renewal Ac would leave these benefits alone wh ile allowing these 
communities to apply for the expanded benefits con ained in th is plan . Ez's and Ec's would be 
given the first right of refusal to become a Renewal Community for the first 50 designations. 
The new version of he bill includes a GAO S udy iden ify ing the poorest communities in the 
country. These areas would be given preference in designation as a Renewa l Community. 

Benefits : In return for these commitments , the federal contribution would include a 
combination of tax, regulatory , and other targeted programs for designated areas including : 

• Tax Benefits: The tax benefits of Renewal Communi ies would address the principal 
hurdles facing small businesses when they are just ge ing s arted - rais ing capital and 
maintaining cash flow. 

O Cap ital Gains Tax Re lief: Establishes a capital gains rate of zero for he sale of any 
qualified zone stock, business property, or partnership in erest located within the 
qualified zones that has been held for at least five years . 

O Increased Expensing : Ra ises the maximum allowable expensing for purchases of 
plant and equipment in Renewal Communities from $25,000 to $35,000 in 2003. 

0 Wage Credit: Businesses located in qualified zones would rece ive a graduated wage 
cred it starting at 15% for hiring qualified, low-income workers who remain employed 
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for a year. The credit increases to 30% for companies who employ a worker for 2 and 
3 years . 

O Brownfields Relief: Permits taxpayers to expense costs incurred in abatement of 
environmental contaminants within zones . 

• Renewal Community Homeownership : Provides for the sale of unoccupied or 
substandard homes and housing projects located within qualified zones and owned by 
HUD to community development corporations to provide housing opportunities to low
income families . 

• CRA Credit : Amends section 804 of the Community Reinvestment Act to allow financial 
institutions to receive the ir CRA cred it for investments in, or loans to , o her ventures wi th 
community development financial insti u ions as defined by the Bank Enterprise Act of 
1991 and which are located within zones . 

• Co mmercial Revitalizat ion Tax Credit: Those renovating and rehabili a ing qualified, 
non-residential bu ildings located in Renewal Communities will be eligible for a tax credit of 
up to 20% of the cost of renovation or 5% a year for ten years . 

• Family Development Accounts: Create Family Development Accoun s designed to 
encourage low-income fami lies o save a portion of heir income or heir EITC cred it refund . 
Cash donations are deductible, even if the individual does not itemize , while withdrawals 
are tax-free if used for a qualified purpose. Additionally , 25% of designated Renewal 
Communities will receive government matched funds to contribu ions made to accounts. 

• Drug and Alcohol Treatment: Amends to public Health Service Act to a) permit faith
based substance abuse treatment centers (all centers, not jus hose loca ed within 
Renewal Communities) to rece ive federal assistance b) makes it easier for individuals 
receiving federally funded drug treatment o select priva e and religiously orien ed 
treatment, and c) protects the rights of individuals from being required o receive religiously 
oriented treatment. 

For more in formation, visit the American Community Renewal web page at 
http ://www.house.gov/ta lenUrenewal.html . 
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This legislation focuses on the themes of moral and family renewal and personal economic 
empowerment. The bill allows for up to 100 "Renewal Commu nities" to be established on a 
competitive basis in both urban and rural areas . To be designated a Renewal Community, state 
and local governments would have to work together with neighborhood groups to relax zoning, 
housing, tax , and busi ness rules and regulations. 

Designati.on and Evaluati.on of Renewal Communitie 

+ Establish up to 100 Renewal Communities along the following guidelines: 

1). The Secretary of Housing and Urban Development has the authority to 
designate these Renewal Communities, 20 percent of which must be in 
rural areas. Designations would be effective for seven years. 

2). Areas nominated would have to meet certain criteria and would be ranked 
on the degree to which they exceeded these criteria. The criteria are as 
follows: a). have an unemployment rate of at least I 1/2 times the national 
rate· b) . have a poverty rate of at least 20 percent· and c). in urban areas, 
at least 70 percent of the households in the area have incomes below 80 
percent of the median income of households in the metropolitan statistical 
area. 

Nominated areas also would have to meet certain.population criteria. 
These requirements are : 1). the areas must be within the jurisdiction of 
local governments· 2). the boundary must be co ntinuous· and 3). if it is in a 
metropolitan statistical area the population based on the most recent 
census data must be at least 4,000 (l ,000 in the case of rural areas) or be 
entirely within an Indian reservation . 

The Secretary of HUD may use added discretion in designati ng areas if a) . 
the area is one of pervasive crime or b) . the area consists of one or more 
census tracks identified in the May 1998 GAO study identifying the poorest 
commu nities in America. 

3). Within four months of enactment, the Secretary of Housing and Urban 
De elopment would be required to issue regulations to: l). establ ish the 
procedures for nominating areas · 2) . determine the parameters relating to 
the size and population characteristics of Renewal Commu nities ; and 3). 
the manner in which nominated areas will be evaluated based on the 
eligibility criteria. 
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4). The Secretary of Housing and Urban Development could not des ignate an 
area a Renewal Community unless: 1). the local governments and the state 
have the authority to nominate an area; 2). agree to the requirements on 
state and local governments (described below); and 3) . provide assu rances 
that these commitments will be fulfilled; and 4). the Secretary of Housing 
and Urban Development determines that the information furnished is 
reasonably accurate. 

5). Before being considered for Renewal Community status, state and local 
governments must enter into a written contract with neighborhoods 
organizations to do at least five of the following: 1) . reduce tax .;ates and 
fees within the Renewal Community; 2). increase the level of efficiency of 
local services within the renewal community; 3). crime reduction 
strategies· 4). actions to reduce, remove simplify or streamline 
governmental requirements applying within the renewal commu nity; 5). 
involve private entities in providing social services· 6). allow for state and 
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local income tax benefits for fees paid or accrued for services performed by 
a non-governmental entity but which formerly had been performed by 
government; and 7). allow the gift (or sale at below fair market value) of 
surplus realty (land homes, commercial or industrial structures) in the 
Renewal Community to neighborhoods organizations, community 
development corporations or private companies. 

Communities would receive credit for past activities with respect to these 
activities. 

6). In addition, before being considered for Renewal Community status, state 
and local governments must agree to suspend or otherwise not enforce the 
following types of restrictions on entry into business or occupations: 1). 
licensing requirements for occupations that do not ordinarily require a 
professional degree; 2). zoning restrictions on home-based busi nesses that 
do not create a public nuisance; 3). permit requirements for street vendors 
that do not create a public nuisance; 4). zoning or other restrictions that 
impeded the formation of schools or child care centers; or 5). fra nchises or 
other restrictions on competition for businesses providing public services, 
including but not limited to taxicabs, jitneys, cable television or trash 
hauling. State and local authorities may apply such regulations of 
businesses and occupations within the Renewal Communities as are 
necessary and well-tailored to protect public health , safety, or order. 

7) . With respect to existing Empowerment Zones and Enterprise Communities , 
the fi rst 50 designations of Renewal Communities will be offered to 
existing zones on a first come, first serve basis . 
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Economic Empowerment and Tax Advantages 

+ The tax benefits for Renewal Communities are substantial. The tax 
incentives are as follows: 

1). a 100 percent exclusion from capital gains for certain qualified 
Renewal Community assets held for more than five years; 

2) . an additional $35 000 of expensing under IRS Code Section 179 
for qualified Renewal Community enterprises! 

3) . a work opportunity tax credit to offset the cost of hiring individu·als 
who are either on Temporary Assistance for Needy Families 
(TA F) are considered high-risk youth or are in need of some 
type of vocational rehabilitation . The credit only applies to businesses 
located within the Renewal Community over a seven year period . The 
employee must reside within the Renewal Community boundaries. The 
credit is worth I) % of wages (up to $10 000) for employees who stay with 
the company for one year. This rate increases to 30 % for the second and 
third year of em ployment. 

4). a commercial revitalization tax credit for the renovation and rehabi litation 
of qual ified non-residential buildings located within a Renewal Community 
The credit is worth up to 20 % of the cost of renovation or 5 % a year for 
ten years; 

5) . permits taxpayers to expense costs incurred in the abatement of 
environmental contaminants located within a Renewal Community . 

+ Provides Family Development Accounts for the working poor residing in 
Renewal Communities along the following guidelines: 

1). As an incentive for low-income working families to save, EITC recipients 
would be able to put a portion of their credit into a savings account and be 
rewarded with a federal match. The intent of this section is to provide low
income working families an incentive to accumulate assets and help achieve 
economic self-sufficiency . Withdrawals from these accounts, known as 
Family Development Accounts, would be tax-free for the purchase of a 
home, post-secondary education , emergency healthcare costs or the 
creation of a small business. Contributions to the account would be limited 
to $2 ,000 in un-matched income for a one year period. 

2) . These FDA accounts may be matched by public and private funds to help 
low-i ncome families build family assets and become independent from 
government programs. Matches could be provided by local churches, 
service organizations corporations, foundations and state or local 
governments . A federal match of this money would also be deposited into 
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the Family Development Account in at least 25 3 of the designated 
Renewal Communities. 

Faith-based Service Provider Empowerment and Home-ownership 

+ The act would empower neighborhood groups including religious institutions, 
who want to provide drug treatment and drug counseling activities in the 
following manner: 

1) . Modifies existing drug counseling and drug rehabilitation programs. A 
state may provide drug counseling and drug rehabilitation services through 
contracts with religious organizations or other private organizations; or 
may provide beneficiaries with vouchers or certificates which are 
redeemable for services provided by such organizations. 

2) . Funds may be used for drug counseling and rehabilitation programs which 
have a religious content and character, as long the beneficiary is able to 
choose among a range of service providers, including those which are 
religious in character. Such use of funds shall conform to the Supreme 
Courts interpretation of the Establishment Clause as provided in Mueller v. 
Allen and Witters v. Depanmem of Services for £he Blind. 

3). o beneficiary shall be required to participate in a service or program 
which is religious in character. In all cases beneficiaries shall be given the 
option of selecting services from a non-religious provider. 

4). Except as provided in #3 above, neither the federal government nor a state 
receiving funds may discriminate against an organization which seeks to 
provide services or be a contractor on the basis that the organization has a 
religious character. 

5). States would be required to undertake a review of credentialing 
requirements for drug rehabilitation programs. The goal of this review 
would be to improve efficiency and effectiveness of programs by reducing 
credentialing requirements . 

+ More low-income families will have the opportunity to buy their first home 
through the Renewal Community home-ownership provisions. These measures 
provide for the sale of unoccupied or substandard homes and housing projects 
located within Renewal Communities and owned by HUD to community 
development corporations. 

+ Finally, the bill would encourage bank lending within Renewal Communities. 
The bill amends section 04 of the Community Reinvestment Act of 1977 and 
allows financial institutions to receive CRA credit for investments in loans to or 
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- other ventures with community development financial institutions as defined by 
the Bank Enterprise Act of 1991 and which are located within Renewal 
Communities. 




