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The Impact of the Low=Income Huousing Tax Credit in
North Carolina

The Low-Income Housing Tax Credit (Housing Credit) funds affordable rental housing for low-income North Carolinians, including
working families, seniors, formerly homeless veterans and people with disabilities. The Housing Credit has far-reaching impacts. With
the help of state and federal funding that provides additional gap financing, the Housing Credit serves as an economic driver and
pays dividends over time with affordable housing, construction financing and revitalization.

BACKGROUND

The Housing Credit is the largest federal funding source for creating affordable rental housing in the United States. Since its
inception in 1987, the Housing Credit has incentivized private developers and investors to build apartments that low-income
residents can afford by allowing developers and investors to claim a deduction on their federal tax liability for a 10-year period in
exchange for keeping rents affordable for 30 years. From 1987 to 2022, the Housing Credit has helped create and preserve 109,359
affordable apartment homes in 2,530 properties across North Carolina. The Agency awarded housing credits to an average of 5,600
affordable apartment homes annually since 2018.

The flexibility of the Housing Credit has enabled it to be used for developing new affordable homes, rehabilitating and preserving

aging affordable properties, revitalizing public housing and helping ensure affordable housing can remain in neighborhoods
facing gentrification and displacement pressures.

CUMULATIVE HOUSING CREDIT PRODUCTION & PRESERVATION (1987-2022)
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Year of LIHTC Award
Source: North Carolina Housing Finance Agency LIHTC award data, 1987-2022.

IMPACT SNAPSHOT: SOCIAL AND ECONOMIC BENEFITS

The benefits of affordable homes financed with the Housing Credit are expansive—first in the form of relief from homelessness
or housing instability and then as more income to spend on household essentials like food, healthcare, childcare, education and
transportation. According to national data, severely cost-burdened low-income households (those paying more than half their
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income on rent) spend 38% less on food and 70% less on healthcare than their low-income counterparts who live in housing that is
is affordable to them.” The Housing Credit’s ability to reduce a household’s rent burden to 30-40% of income has a substantial
impact on improving a family’s ability to pay for essentials. For Housing Credit properties awarded in 2021 alone, households save
$209 on average in rent each month compared to modest market rents.’

In addition to helping low-income families make ends meet, the Housing Credit also helps promote positive long-term economic
and health benefits for North Carolina children, including higher academic performance, increases in long-term earnings and
improvements to physical and mental health. Some of these benefits come simply by virtue of having access to housing that

is affordable, which itself can reduce illnesses in children and improve academic performance. In other cases, location itself is
significant: when affordable homes are located in high-resource (or “high opportunity”) areas, low-income families gain access
to neighborhoods with more amenities, high performing schools, low pollution exposure and improved work opportunities

for adults. For example, a 2018 study found that growing up in a region’s higher-opportunity neighborhoods was on average
associated with $254,000 in greater lifetime earnings” than
growing up in the same region’s lower-opportunity neighborhoods.’

Housing Credit’s All-Time

The Housing Credit also generates economic activity for the state in ECO NO M |C | M PACT | N N C

the form of jobs and income for local residents and businesses, and
tax revenue for state and local governments. Since its inception in

1987 through 2022, the program has supported more than 223,000 k f |
jobs, created more than $20 billion in wages and business income
and generated more than $1.2 billion in state and local tax J
revenue.

$13 billion 223,000
Research has also demonstrated that Housing Credit developments in property value Jobs

have a neutral effect on nearby property values (and in some
communities can actually help facilitate an increase in property
values)'"and can even have revitalizing effects in high-poverty
neighborhoods."

In short, every tax dollar invested in the Housing Credit generates $1 2 billion 2:1 Ieverage
value for all North Carolinians. piaipdyiv of additional public and

private funds

While the Housing Credit finances about 5,600 affordable apartment
homes each year in North Carolina, more development is necessary
to meet a growing need. More than 623,000 low-income renter
households in the state pay more than they can afford in rent." The wage needed to afford a modest two-bedroom apartment in
North Carolina is $19.18 per hour; however, a minimum wage earner earns $7.25 per hour and a four-person household earning 30%
of area median income earns just $11.72 per hour.”

Continued investments like the Workforce Housing Loan Program and the Housing Trust Fund would enhance the Housing Credit’s
ability to provide housing for families and individuals as well as economic benefits for surrounding communities and taxpayers at
large.

To learn more about the Housing Credit and the North Carolina Housing Finance Agency’s other rental development
programes, visit www.nchfa.com/rental-housing-partners/rental-developers.

To learn more about our policy and research work, visit www.nchfa.com/about-us/policy-and-research.
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