
WIIAT ARE LOW INCOTE IIOUSI]{G TAX CREDITS?

The Executive's proposed Transit-Oriented Development Bond Allocation Plan

(Proposed Motion 2016-0276) recommends that workforce housing projects be able to
leverage 4o/o low income housing tax credits but not 9% low income housing tax cred-
its. What are low income housing tax credits? And what is the difference between 4o/o

credits and 9% credits?

THE BASIGS

. Low income housing tax credits are a key funding source for affordable housing

. ln return for providing affordable rents to households at or below 60% of median
income, the developer's federal taxes are reduced for 10 years

o Tax credit projects typically must remain affordable for at least 30 years

. Because non-profit housing developers do not pay taxes, they can sell their tax
credits to investors in return for upfront cash to cover construction costs

o Low income housing tax credits are allocated to states based on population

o ln Washington State, the Washington State Housing Finance Commission receives

and awards the tax credits

{4r/, *9r/"

o

a

a

ALTOWED BY PROPOEED
TOD BOND ALLOGATIOI{ PIAN

Subsidize approximately 30% of
project costs

Automatic: Projects qualify if at least
half the project costs are financed with
tax-exempt bonds

Rate floats: currently it is 3.18%

NOT ALLOWED BY PROPOEED
TOD BOND ALLOGATION PI.AN

. Subsidize approximately 7oo/o of
project costs

o Competitive: Projects must compete,
with those serving the lowest income
households most likely to succeed

o Rate is set by Congress at 9%

For more information please visit the Washington State Housing Finance Commission

http ://www. ws hfc. o rg/m h cf/9 pe rce nUi n dex. htm

http ://www.wshfc. org lmhcl I  percenUi ndex. htm
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