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How the LIHTC Works 
 

¶ The Department of Treasury issues states the authority to allocate tax credits ɀ through 
the Housing Credit program ɀ to develop rental housing affordable to low-income 
families, earning less than 60% of the area median income.  

¶ In 2011, each state received an allocation of $2.15 per capita in LIHTC.  
¶ State housing agencies establish criteria, through a Qualified Allocation Plan (QAP), for 

awarding LIHTC based on local housing needs. Developers apply to the state housing 
agency, and are competitively awarded LIHTC based on whether their project meets 
QAP criteria.  

¶ Investors provide equity to a developer in exchange for the tax credits, which they can 
take as a dollar for dollar reduction on federal income tax for 10 years.  

¶ $75 billion was invested in housing tax credits between 1987 and 2008. (Ernst & 
Young)  

¶ Typically, 50-φπϷ ÏÆ ÔÈÅ ÐÒÏÊÅÃÔȭÓ ÆÉÎÁÎÃÉÎÇ ÃÏÍÅÓ ÆÒÏÍ ,)(4# ÅÑÕÉÔÙȟ ςπϷ ÆÒÏÍ 
mortgage debt and 20-30% from other subsidies.  

¶ LIHTC housing must remain affordable for at least 30 years.  
 

The LIHTC is the Largest and most Successful Housing Program 
 

¶ Since its creation in 1986 through the Tax Reform Act, the LIHTC has resulted in 2.4 
million affordable apartments, creating 120,000 units annually between 2000 and 
2010. (NCSHA)  

¶ Approximately 90% of all affordable housing is financed through the LIHTC.  
 

The LIHTC Creates Jobs and Promotes Economic Development 
 

¶ In 2008, the LIHTC created approximately 90,000 new fulltime jobs. 
¶ A 100 unit LIHTC apartment creates during construction: 122 jobs, $7,889,000 in local 

income and $826,800 in local taxes; and generates on an ongoing sustained annual 
basis: 30 jobs, $2,385,300 in local income, and $441,000 in local taxes.* 

 
The LIHTC Program Ensures Sustainable, Top-Quality Affordable Housing  

 
¶ The public/private partnership behind the LIHTC results in rigorous oversight of the 

development and maintenance of every LIHTC project by state and federal housing 
agencies, and private investors.  

¶ The private sector bears the risk, not the government. To continue claiming the LIHTC 
and to receive a strong return on their investment, investors must ensure that a project 
is well maintained through a 15 year compliance period ɀ or else face tax credit 
recapture.  

¶ Foreclosure risk is minimal ɀ over the last 25 years, nationwide, less than 1% of LIHTC 
properties have foreclosed.  
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