22

2025 Annual Awards for Program Excellence Entry NCSHA

State Housing Tax Credit Expansion

Colorado Housing and Finance Authority
Advocacy

HFA Staff Contact
Matt Lynn
mlynn@chfainfo.com

444 North Capitol Street NW, Suite 438 | Washington, DC 20001 | 202-624-7710 | info@ncsha.org | ncsha.org


mailto:mlynn@chfainfo.com

Colorado Housing and Finance Authority
State Housing Tax Credit Expansion
Advocacy

Summary

In 2024, CHFA led advocacy efforts to advance two pieces of state legislation authorizing a historic
expansion of the existing Colorado state Affordable Housing Tax Credit (AHTC) and creation of two new
and innovative tax credits for affordable housing for low- and moderate-income Coloradans: the Transit-
oriented Communities (TOC) credit and the Middle-income Housing Tax Credit (MIHTC). This resulted in a
total new investment of $1.17 billion for affordable rental housing in Colorado administered by CHFA
that will be deployed between 2024 and 2031.

Identified Legislative Needs, Priorities, and Ramifications

Colorado’s state AHTC program was established in 2001 and later renewed or expanded in the 2014,
2016, 2018, 2019, and 2022 legislative sessions in recognition of the rising housing costs and challenges
for renters statewide, as well as CHFA’s success in establishing and administering the program. As
Colorado continues to face a statewide affordable housing crisis, demand for housing credit resources is
extremely high. In 2023, CHFA received the highest number of applications for the state AHTC in its
history, with 35 applications seeking more than $37 million in state credit. Due to limited available credit
for allocation, CHFA was only able to award credits to 10 of these developments.

In 2017, based on strong community feedback about the need for more housing options affordable to
middle-income households, CHFA created its Middle-income Access Program (MIAP) to serve growing
demand for affordable rental housing for households earning 80 percent to 120 percent of the Area
Median Income (AMI). This program provided a small amount of mezzanine debt financing to help
finance middle income rental housing development. In 2022, the state further supported CHFA’s initial
investment with $25 million, and these funds were fully committed in 2023. MIAP helped demonstrate
the demand for financing to support affordable housing to serve middle-income households who are
otherwise unable to afford market rate rent without becoming cost burdened.

In addition to high demand and robust competition for resources, affordable housing developers
experience an increasingly complex environment of high construction and labor costs, high interest
rates, diminished or reduced gap fund resources, and a loss of the one-time State Fiscal Recovery Funds
authorized through the American Rescue Plan Act which had been fully committed or spent by 2024.
Colorado also faces a unique budget environment due to a provision of its state constitution which limits
the amount of revenue that Colorado can retain or spend meaning the state is particularly resource
constrained.

With this background, CHFA sought legislation to mitigate these challenges with new and expanded state
tax credit resources that increase and preserve the stock of affordable housing in Colorado and meet the
needs of its low- and moderate-income residents. At the same time, the effort aligned with the state’s
budgetary constraints and legislative priorities and built on the previous success of the state AHTC
program which had produced 10,782 affordable rental units since the program was renewed in 2014.

Leadership and Coalition Engagement

Through dual but complementary advocacy efforts, CHFA played a critical role in the formulation,
advancement, and passage of HB24-1434 to expand and strengthen the state AHTC and establish the
Transit-oriented Communities (TOC) credit to encourage affordable housing development near transit
areas, as well as HB24-1316 to establish the Middle-income Housing Tax Credit. Prior to the legislative



Colorado Housing and Finance Authority
State Housing Tax Credit Expansion
Advocacy
session, CHFA engaged in discussions with potential bill sponsors to share the efficacy of tax credits and
the need for new and increased resources for housing. CHFA then worked with bill sponsors, legislative
staff, the governor’s office, and outside counsel to craft legislative language that built and expanded
programs in a responsible and effective manner. Concurrently and throughout the legislative process,
CHFA gained real-time input from credit investors and developers to incorporate their perspective.

When the legislative session began, CHFA led efforts to build community support that included one-on-
one outreach, eNews communication, regular briefings at advocate and stakeholder meetings, testimony
at the Capitol, and regular communication with bill sponsors. Through this direct outreach, CHFA
garnered coalitions of diverse organizational supporters that included affordable housing advocates,
investors and finance partners, municipalities, developers, local housing authorities, chambers of
commerce, and more.

Ongoing engagement with this target audience ensured that the bills were priorities in the affordable
housing community and legislature, and that lawmakers regularly heard from a diverse range of
organizations, officials, partners, and constituents about their importance. CHFA also led communication
efforts to legislators through the development of talking points and circulation of fact sheets and
supporters lists. This included 81 organizational supporters for HB24-1434 and 39 organizational
supporters for HB24-1316.

Impact

The passage of HB24-1434 and HB24-1316 authorizes an additional $816 million for the development
and preservation of affordable housing; $150 million for affordable housing in transit areas; and $200
million for middle-income housing for a total investment impact of $1.17 billion between 2024 and 2031.
This investment will provide homes for thousands of low- and moderate-income Coloradans.

Addressing Housing Challenges and Benefiting Communities

According to a study conducted by Up For Growth on housing underproduction in the United States,
Colorado ranked as the ninth most underproducing state. As Colorado faces an affordable housing crisis,
the additional resources for housing authorized in HB24-1434 and HB24-1316 will play a key role in
expanding the supply of affordable rental housing in the state.

HB24-1434 created a new structure for the state AHTC that accelerates the pace at which investors may
claim the new credit resources to further amplify the program’s positive impact. This new structure
supports strong pricing and a diversity of credit types to complement the existing state AHTC structure,
meeting investor demand while driving additional unit outcomes. Further, while the existing state AHTC
is traditionally paired with federal 4 percent Housing Tax Credits, the expansion allows for pairing with
federal 9 percent Housing Tax Credits to further leverage federal tax credit resources and maximize unit
creation or preservation for low-income Coloradans.

MIHTC, the first of its kind in the nation, addresses the housing needs for the fastest growing segment of
housing cost-burdened Coloradans—middle-income renters—who earn too much to qualify for
subsidized rental housing, but not enough to afford market-rate rent. In more than half of Colorado’s
counties, a two-person household with each person working a 40-hour minimum wage paying job is
defined as middle-income, earning more than 80% AMI. In addition, the TOC credit works in alighment
with Colorado’s environmental sustainability goals and land use policy set forth by the Governor.
Affordable housing development near transit made possible by the TOC credit will benefit communities
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by encouraging transit ridership, decreasing reliance on cars, and promoting connectivity for low-income
residents.

Advancing Mission

CHFA’s role in the passage of the legislation directly advanced CHFA’s mission to strengthen Colorado by
investing in affordable housing and community development. The new and expanded resources for
rental housing will enable CHFA to better meet the affordable housing needs of Coloradans through the
creation and preservation of additional units.

Achieving Objectives

CHFA has already begun deploying these resources to expand affordable rental housing in Colorado.
Soon after passage of the legislation, CHFA awarded the expanded AHTC to support 13 developments
consisting of 601 units that may not otherwise have proceeded due to diminishing gap fund resources at
the state level. The expanded AHTC as well as the TOC credit will also be awarded to developments
seeking credit in CHFA’s Round One of 2025 for which CHFA received 24 applications consisting of 1,199
units seeking over $15 million in state AHTC and $838,000 in TOC credit. The additional credits have
reduced reliance on other gap funds resources that are also under-resourced or oversubscribed.

In addition, CHFA is in the process of reviewing applications for MIHTC and has received Letters of
Interest from 12 proposed middle-income developments representing 1,107 units seeking more than
$19 million in MIHTC.

Innovation

Though building off previous success, HB24-1434 and HB24-1316 represent significant innovations. The
legislation created a new structure for the state AHTC which had not previously been done in the history
of the state AHTC program. It also represents a historic investment increase for the state AHTC program.
The TOC and MIHTC credits are also significant innovations for CHFA, Colorado, and the nation as they
are the first-of-their-kind tax credit programs.

Relationships with State Legislators

CHFA enjoys strong relationships with state legislators on both sides of the aisle. CHFA’s positive
reputation, expertise in providing technical assistance, and role as a program administrator for several
state programs have contributed to positive recognition of and trust in CHFA from lawmakers. CHFA
leveraged relationships to secure strong bipartisan and bicameral lead sponsors for HB24-1434 and key
bicameral sponsors for HB24-1316 and drive support as the bills made their way through the legislature.
This resulted in overwhelming and bipartisan support for both bills.

e HB24-1434: Passed 47-15 in the House and 27-8 in the Senate; and
e HB24-1316: Passed 44-19 in the House and 27-8 in the Senate.

Replicability

CHFA’s success in advancing housing tax credits may be replicated in other states. As CHFA did, other
HFAs may leverage their existing strong relationships with lawmakers and partner organizations, a track
record of previous success, and the current affordable housing needs statewide to demonstrate the
efficacy of and need for expanded or new state tax credits. Other HFAs may replicate CHFA’s strategy of
diverse coalition building, targeted communication, and demonstrated legislative need.
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February 13, 2024

call to action

Support State Legislation To Expand the State Affordable Housing Tax Credit for
Increased Affordability Across Colorado

This legislative session, state Representative Bird, Representative Weinberg, Senator Zenzinger, and Senator
Simpson will introduce legislation to expand the state Affordable Housing Tax Credit (state AHTC) by $10 million
through 2031. The state AHTC raises private sector equity for affordable rental housing development and is modeled
after the nationally recognized federal Housing Tax Credit program

Since renewed by the Colorado General Assermbly in 2014, the state credit has supported the development or
preservation of 10,782 affordable rental housing units by helping leverage over $1.7 billion of private sector
investment to help meet Colorado's affordable housing need. The resulting economic impact is estimated to
contribute over $5.5 bilion to Colorado’s economy.

CHFA is currently authorized to alliocate 510 million in annual state credit through 2031, Yet, the program is
oversubscribed by a rate of 3:1. The bill to increase state AHTC will seek to increase the state credit authority by
$10 million, for a total of $20 million through 2031. Due to PAB constraints in Colorado, CHFA intends to pair the new
state credit with the federal 9% Housing Tax Credit.

View CHFA’s Fact Sheet for more information about this important legislation. Please contact Jerilynn Francis, CHFA
Chief Communications and Community Partnerships Officer, or Julia Selby, CHFA Legislative Liaison and Policy
Analyst, to add your organization’s name as being in support of increasing the state AHTC by $10 million through
2031.

Thank you for your support to expand these critical resouwrces for the development and preservation of affordable
housing across Colorado.
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February 22, 2024

call to action

Support HB24-1316 to Create a Middle-Income Housing Tax Credit Pilot Program

This legislative session, state Representative Lindstedt. Representative Lindsay, and Senator Bridges have
introduced HB24- 1316 to establish a Middle- Income Housing Tax Credit (MIHTC) pilot program Building on the
previous success of the state Affordable Housing Tax Credit, MIHTC will lieverage private sector investment to
support the development and preservation of housing for households eaming between 80% to 120% of Area Median
Income (AMI), or up to 1409 AMI in rural resort counties.

The MIHTC program would be the first of its kind in the nation addressing affordability for “missing middle”
households who eam too much to gualify for subsidized rental housing. but not enough to afford market-rate rent
without being cost-burdened. In more than half of Colorado’s counties, a two- person household each making
minimum wage for 40 hours per week & defined as middle-income, eaming more than 80% AMIL. In the last decade,
this segment of the housing continuum has experienced a 48% increase in the number of renter households that are
considered housing cost- burdened.

HB24-1316 would authorize CHFA to competitively awand 510 million in five-year state income tax credits in 2025,
2026, and 2027 to attract private inwestment to make middle- income developments financially feasible and preserve
or develop units at affordable rents to missing middle households.

View CHFA’s Fact Sheet for more information. Please contact lerilynn Francis. CHF A's Chief Communications and
Community Partnerships Officer, or Julia Selby, CHFA's Legislative Lisison and Policy Analyst, to add your
organization's name as a supporter of the MIHTC pilot program

Thank you for your support.
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May 8, 2024

HB24-1434: Expand and Strengthen the
State Affordable Housing Tax Credit
Sponsored by: Rep. Shannon Bire, Rep, Ron Weinberg, Sen. Rachel Zenzinger, and Sen. Cleave Simpson

Colorado’s Afferdzble Housing Tax Credit {state AHTC] raises private sector zqumj ¥t et i resepisticnof
affordatile rental housing, It s modeled after the TaxCre
created in 1986 under President Reagan’s adminisiration. CHFA ks mwuwummm ta alocate $10million
2031, The program iseversubscribed by a rate of 3to 1

8241434 Inereases CHFA's state eredit autherity by $20 millien in 2024; $16 millian in 2025; $12 million in 2026 and 2007; $16
million in 2028; and $20 milkion in 20202631, The bil also sccelerates the pace at which ivestars may aim the mw credit
resnurces to further amplify AHTC's akveady signficant and positive impacts.

state AHTC mmugh

HB26-1434 alse includes a new five-year for eligible projects in Transit Orented Camm unities (10
provision of HB24-1313 Representative Woodrow, Joden, Senator Hansen, and Senator Wint
wil be authorized ta allocate the TOC eredit as follows: $2 million in 2025-2027; $11million in 2028; and $13 million in 2029,

10,782 housing units directly supported

«  Between 2015 through 2023, the state AHTC program has direct'y supported the develogment of 10,782 affordable rental
units,

«  The median household income of residents living in tax credit-supported units is 525,392, or approsimarely 32 percent of Area
Median Income LAMI).

«  Thetap fve emplayment categaries of residents iving in state AHTC-supported units are: service industry, professional,
construction-related, administrative and clerical, and sales/retail.

@ State AHIC has enabled CHFA to better utlize its state and federal Housing Tax Credits ta support developments in urban,
rural, and rural resort regions of the state.

$1.7 billion in new private sector investment raised to support Colorado housing
@ The sale of the state and federal housing 1ax credits allocated 1c state AHTC-supparted units will generate aver $1.7 Gilian in
private secter equity investment inColorade that atherwise would not have oecurred,
$130.7 million in federal 4 percent lihtc leveraged

All states ulilize Uwo types of federal UHTC Lo supgort effordabie housing:

+ Federal 9 parcent cred, whieh s desigred 1o subsidize app V70 percent of a s costs; and

'+ Federal 4 percent credit, which s designed to subsidize appreximately 30 percent of an affor dable deveiopment’s costs.

+ Historlcaly, CHFA has leveraged state AHTC with feders 4 percent credit, which helps CHFA better meet the state's varied
housing needs, including supportive howsing, housing for extremey low-income househalds, mixed income housing, a5 well as
supporting developrment in high-cost and rural areas,

$5.5 billion in economic impact
of the 10, ith sTate AHTC is #stimated 10 generate over 55,5 billion in
economic impact in Oolorado and suppart 36, 157 jans,

For more Froncis at fuli Seiby ot jseiby com,
e McKern ot 165,890, o fenlet Srandeberty o 33,630 4420
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HB24-1316:
Middle-income Housing Tax Credit Pilot Program

Sporsored by: Rep. William Lindstedt, Rep. Mandy Lindsay, and Sen. Jeff 3ridges

Building on the successful state Affordable Housing Tax Cradic, HB24-1316 Midd|e-income Housing Tax Credit will leverags
private sector inve! t ta support the. P and/or pres ion of housing affardable to hausehalds earning
between B0% and 1205 of Area Mediar Income (AMI], or up to 140% AMI in rural resort courties.

?

What is the Middle-Income Housing Tax Credi
The first of its kind in the nation, this pilat program authorizes CHFA 1o competitively award five-year, Middle-income
Hausing Tax Credits (MINTC) as follows: S5 million in 2025-2026 and $10 million in 2027-2029. Developments supported
with MIHTC will be required to meet a minimum 15-year affordability period

MIHTE may be allocated to both for-prafit and nonprofit affordable well as and quasi-
governmental entities, including the Middle Income Housing Authority. As such, the credit allocated 1o 2 governmental or
quasi-governmental entity may ba transferred and will require the entity's accaptance of all compliance and recapture risk

Middle-income generally defined a earning beiween B0% and 120% AMI. They are often
esfires 2 hr“miseing-nidche be cale tena i earton ich i qualify or subsicze restl housing, butnot endugh
10 afford marks t without being burdened. This is mast often in high-cost regions, and in regions
where hausing supply is limited. In fact, in more than half of Colorado’s counties,  two-person household with each persan
working 2 40-hour minimum wage paying job is defined as middle-income, eaming more than 80% AM|

Why Middle-income Housing Tax Credits?

2017, based on strong community feedback about the need for more hausing options affordable ta middle-income
, CHFA created its Middl Program (MIAP]. This program provided a small amount of mezzarine
debt financing to help firance middle income rental housing development. In 2022, the state further supported CHFA's
initial investment with 525 million authorized under 5822-146. Since that time, the MIAP has supported 332 middie-income
units across eight deve such as Commerce City, Denver, Estes Park, Gypsum,
Keystone, Silverthorne and Steamboat Springs. To date, CHEA has ully committed resaurces available for the MIAP.

For mare Froncis co
Jabe MAckenng ot 303.898.8434, ot jeafier Brandeberry ot 303.638.4420.
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The following organizations support HB24-1434
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The following organizations support HB24-1316

T2 EStoblish the MIddiz-tecome Nousing Tax Credit Piat Progeam
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CHFA is the allocating agency for Colorado’s state Housing Tax Credit programs. They

o include the Colorado State Affordable Houwsing Tax Credit (state AHTC or state credit),
et s Auvard Transit-oriented Communities credit (TOC credit), and Middle-income Housing Tax Credit
Applicant =0 fieparts {MIHTC).
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