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Attachment 4: Additional LIHTC Information 

 

At the October 11, 2021, briefing for the Annual Comprehensive Plan 

Amendments, Council asked several questions regarding the Low-Income 

Housing Tax Credit (LIHTC) program. Below is a brief summary of the program, 

and answers to specific Council questions.  

 

Please note that planning staff are not experts in housing finance or 

administering LIHTC programs. Staff has found through conversations with 

income-restricted housing providers and research that the program is vital to the 

funding and construction of income-restricted units. The information in this 

document is compiled from a variety of sources, which are listed at the end.   

 

LIHTC Overview 

 

The Low-Income Housing Tax Credit (LIHTC) program was created in 1986 and 

made permanent in 1993. It replaced government developed subsidizing 

housing programs. LIHTC is an indirect federal subsidy used to finance the 

construction and rehabilitation of low-income affordable rental housing. Since 

1986, nearly 3 million affordable housing units have been placed in service. 

LIHTC is widely considered to be the most successful federal housing production 

program currently in existence in the United States.   

 

Without incentives and subsidies, affordable rental housing projects do not 

generate sufficient profit to warrant the investment. LIHTC was created as an 

incentive for private developers and investors to provide more low-income 

rental housing. The federal government does not provide upfront dollars or 

capital to subsidize the cost of rental unit development. Rather, the federal 

government awards tax credits to developers in exchange for agreeing to 

reserve a fraction of rent-restricted units for lower income households. 

 

LIHTC gives investors a dollar-for-dollar reduction in their federal tax liability in 

exchange for providing financing to develop affordable rental housing. 

Investors’ equity contribution subsidizes low-income housing development, thus 

allowing some units to rent at below-market rates. In return, investors receive tax 

credits paid in annual allotments over 10 years. 

 

Because of its unique structure, LIHTC is one of the least understood tools for 

producing and preserving affordable housing compared with other federal 

housing assistance programs. Because it is a federal program administered at 
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the state level, there can be vastly different eligibility requirements across states 

determining who can live in financed units and what rents can be charged.  

 

There are two primary types of LIHTCs that a property developer can pursue, 

each with a different effect on the project’s goals, finances, and outcomes. 

These programs are known as the 4% and 9% programs and are discussed 

further in Council Question 3.  

 

Once a LIHTC project is built, states must ensure that it meets the LIHTC eligibility 

requirements. State housing agencies are responsible for monitoring LIHTC 

property owners by requiring them to certify on an annual basis that they are 

renting units to qualified low-income tenants.  

 

LIHTC projects must meet eligibility requirements for at least 30 years after 

project completion. In other words, owners must keep the units rent restricted 

and available to low-income tenants. At the end of the period, the properties 

remain under the control of the owner. 

 

As mentioned in the October 11, 2021 LIHTC memo, LIHTC tax credits typically 

are not sufficient to close the gap between development costs and affordable 

rents. Because of this, most LIHTC properties have many layers of financing. 

States commonly offer LIHTC properties additional financing support or subsidies 

in the form of property tax exemptions.  

 

Washington state provides a property tax exemption for organizations that 

provide rental housing to households earning 60% or less of the County’s area 

median income. In order to qualify, an entity must have a dedicated number of 

units rented to income-qualified households with restricted rents (in accordance 

with RCW 84.36.560). LIHTC developments receive property tax exemptions for 

the duration of the time the units are certified under the LIHTC eligibility 

requirements.   

 

Council Question 1: What developments in Lynnwood are LIHTC funded? How 

many units are in each project, and what are the levels of affordability?  

 

The following list includes LIHTC properties in Lynnwood city limits. The data is 

from the Washington State Housing Finance Commission. Unfortunately, staff 

have not been able to obtain the levels of affordability for each property.  

 

 

 

http://www.lynnwoodwa.gov/
https://app.leg.wa.gov/rcw/default.aspx?cite=84.36.560
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Lynnwood LIHTC Properties Total Units 

# of Income 

Restricted 

Units 

Year 1st LIHTC 

Units Available 

Alderwood Court Apartments 130 128 2003 

Beaver Cove Apartment Homes 118 116 2016 

Beaver Creek Apartments 119 118 2014 

City Center Apartments  349 347 2017 

Destinations  308 62 2017 

Douglas, The 62 61 2015 

Lynnwood Rotary Center 

(Garden Senior Village) 
122 121 1997 

Meadowdale Apartments 108 22  

Pepperwood Senior Apartments 25 25 2004 

The Reserve at Lynnwood 120 118 2019 

Woodland Greens 240 237 1998 

YWCA Snohomish Portfolio 219 217 2017 

Total 1,920 1,572  

 

Council Question 2: Who gets the tax credit?  

Developers may claim the tax credits themselves. Due to the need for upfront 

financing to complete construction, developers typically sell the 10-year stream 

of tax credits to outside investors (e.g., corporations, financial institutions) in 

exchange for equity financing. LIHTCs are claimed in equal amounts over 10 

years once a property is “placed in service,” which means it is completed and 

available to be rented. 

 

Council Question 3: What is the difference between the 4% and 9% programs? 

LIHTC is designed to subsidize either 30 percent or 70 percent of the low-income 

unit costs in a project.  

 

The 30 percent subsidy, which is known as the so-called “automatic 4 percent 

tax credit,” covers new construction that uses additional subsidies or the 

acquisition cost of existing buildings. Projects that are eligible for 4 percent tax 

credits may claim the tax credit without receiving an allocation from a state 

housing finance agency. Since projects apply for the four percent credit 

individually instead of through the state, there is no ceiling on the total amount 

of four percent tax credits available in a given year. 

 

The 70 percent subsidy, or “9 percent tax credit,” supports new construction 

without any additional federal subsidies. The 9 percent tax credits are allocated 
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to states annually by the IRS to distribute to eligible projects through a 

competitive process through state housing finance agencies. Award criteria are 

updated each year through a state’s Qualified Allocation Plan, which outlines 

the state’s priorities and scoring criteria. 

 

For both programs, investors claim tax credits over a 10-year period, and are 

subject to a 15-year tax compliance period and minimum 30-year affordability 

period.  

 

Council Question 4: Does the tax credits go to the occupant? What happens if a 

project is converted to condo ownership?  

The LIHTC program helps subsidize the cost of development for rental units. In 

return, a portion of units in the development are income-restricted and reserved 

for renters at designated levels of affordability. Occupants do not receive tax 

credits. However, occupants living in income-restricted units benefit from the 

income affordability.  

LIHTC is a program to produce rental units. It would be highly unlikely for a LIHTC 

property to be converted to condo ownership while under the LIHTC eligibility 

requirements.  

Council Question 5: How long does LIHTC last?  

The federal tax credits last for 10 years. The rent income restriction affordability 

requirements for specified units lasts a minimum of 30 years. State authorities 

may increase the affordability requirements (both in terms levels of affordability 

and in duration). For projects using the 9% program in Washington State, 

affordability restrictions are frequently much longer than 30 years.  In 

Washington State, the property tax exemption lasts for the duration of the rent 

income restriction.  

 

 

Resources: 
• Congressional Research Service Report  

• Urban Land Institute LIHTC Research Report and Companion Piece/Update 

• Novogradac Affordable Housing Resource Center 

• Enterprise Housing 101 Toolkit 

• HUD LIHTC Portal  

http://www.lynnwoodwa.gov/
https://sgp.fas.org/crs/misc/RS22389.pdf
https://www.urban.org/sites/default/files/publication/98758/lithc_how_it_works_and_who_it_serves_final_2.pdf
https://www.urban.org/sites/default/files/publication/98761/lihtc_past_achievements_future_challenges_finalized_1.pdf
https://www.novoco.com/resource-centers/affordable-housing-tax-credits/lihtc-basics/about-lihtc
https://mobilitytoolkit.enterprisecommunity.org/housing-101
https://www.huduser.gov/PORTAL/datasets/lihtc.html

