MaineHousing

MAINE STATE HOUSING AUTHORITY

MAINE LOW INCOME HOUSING TAX CREDIT
CALENDAR YEAR 2024.

Annnal Report to Maine Revenue Services, OPEGA, and the Joint Standing Committee on Taxation

36 M.R.S. §5219-WW (9) requires Maine State Housing Authority to provide a report annually to
Maine Revenue Service, to the Office of Program Evaluation and Government Accountability, and
to the joint standing committee of the Legislature having jurisdiction over taxation matters on the
status of the credit if there has been new activity since the previous report.

“The report must include, but is not limited to, the amount of the credits allocated under this
section, the location and cost of projects receiving credits, the number and type of residential units
created or improved by each project, the number and type of units allocated credits in qualified rural
development preservation projects and senior housing projects and the amount of other investment
leveraged by each project, including federal low-income housing tax credits.”

About the Program:

The Maine State Low Income Housing Tax Credit (SLIHTC) was enacted by the 129" Maine
Legislature in 2019. The program provides $80,000,000 in affordable housing tax credits, available
for allocation in the amount of $10,000,000 per year over eight years. The first awards under the
program were made in 2021 and we have structured this report to provide a complete accounting
of each year since. We also include information on several projects, currently in underwriting,
which we expect to finance using the state tax credit.

Implementation:

The intent of this tax credit is to provide a state-level financing instrument that can be paired with
the federal 4% low income housing tax credit which is used in the production of affordable housing.
Combining the 4% federal credit with this state credit provides a financing option that can pay for
nearly 60% of the cost of constructing a housing development project. In this way, the state credit
almost doubles the amount of tax credit subsidy that MaineHousing can make available to certain
projects in a given year.

Credits not allocated in any year are carried over to subsequent years, with a maximum of
$15,000,000 that can be allocated in any one year. Additionally, 10% of the total credit available
(81,000,000 per year) is set-aside for preservation of USDA Rural Development (RD) projects that
are too small to take advantage of the federal credit. This set-aside may also be carried over for RD
projects in subsequent years. The Genesis Fund is working with existing RD project owners and
non-profit organizations to utilize this set-aside.
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The SLIHTC is a one-time credit that is used at the end of a project’s construction. This contrasts
with federal LIHTC credits, which are spread out over 10 years. As enacted, the SLIHTC was
designed to provide state credit equal to the federal credit, but results in the first year suggested that
the most efficient method of allocation is to provide SLIHTC in an amount #of fo exceed the federal
credit. A legislative amendment was passed in 2021 as part of that year’s tax conformity legislation to
make this change. This allows MaineHousing to maximize the use of the federal credit, which is
effectively unlimited, and to more efficiently use the fixed amount of SLIHTC that is available to
allocate each year.

State credits were allocated to five projects in 2024. Credits are not actually allocated until the
project is completed and an independent cost certification has been prepared. [Note:
MaineHousing is not involved with when the recipients claim the credits with Maine Revenue]
Multifamily apartment projects can take between two and three years to create, so there is a lag
between time of award and time of payment. Credits allocated in 2024 totaled $13,798,027.

Tax Credit Awards

MaineHousing has awarded credits to seven projects (3 LIHTC and 4 RD) in 2023-2024 that are
under construction and total $16,442,206 in credit. These projects should be completed in 2025-
2026. Eight more (3 LIHTC and 5 RD) in the pipeline and have either been awarded or anticipate
using this credit total $15,326,572. These projects should begin construction in 2025 and 2026.
Workforce, cost and even COVID 19 continue to cause construction delays, and we believe it is
possible that the construction timeline might push some of these projects over into or through 2027.

The accompanying table provides specific details on all the projects that were allocated credit in
2024, as well as all the projects, including Rural Development projects, that are in our pipeline.

The table shows prior credit allocations: $7,996,111; allocations from 2024: $13,798,027; and
projected future allocations for 2025 and 2026 within various programs: $31,768,778. We expect
that one or more of these projects will carry into 2027, so anticipate remaining within the allowable
allocation limit of $15,000,000 per year.
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