
Pennsylvania Affordable Housing Tax Credit
Pennsylvania Housing Finance Agency Response to Public Comment

The Affordable Housing Tax Credit (“AHTC” or the “Tax Credit”) was established in 2025 by Act
45 of 2025 (the “Act”) to encourage the development, rehabilitation and preservation of qualified low-
income rental housing. Pursuant to the Act, the Pennsylvania Housing Finance Agency, as the administrator 
of the AHTC, was required to publish draft guidelines pertaining to the administration of the Tax Credit. 
On March 7, 2026, draft guidelines (“AHTC Guidelines” or “Guidelines”) were published in the 
Pennsylvania Bulletin and the 45-day public comment period commenced. The Agency accepted comments 
until April 24, 2026. 

During the public comment period, four letters of public comment were received. The 
Commentators are listed below. In preparing this document (the “Comment and Response Document”), the 
Agency has responded to comments pertaining directly to the administration of the AHTC. While the 
comments have been summarized, the full letters have been included for reference at Appendix A. Several
comments related more generally to other Agency documents or programs such as PHFA’s Qualified 
Allocation Plan for the federal Low-Income Housing Tax Credit (“LIHTC”) program. Others included 
recommendations for how to structure the funds to provide maximum benefits to eligible projects, the 
inclusion of specific scoring criteria and underwriting considerations, as well as potential methods to 
enhance the combination of financial resources. Such comments have been included in this document for 
notice purposes at Appendix A, however, a response has not been provided as the comments are outside of 
the scope of this Comment and Response Document. 

Commentator 
Identification 
Number

Name Address

1 Pennsylvania Developers’ Council 500 North 12th Street
Suite 110
Lemoyne, Pennsylvania 17043

2 Pennsylvania Supportive Housing Coalition 123 South Broad Street
Philadelphia, Pennsylvania 
19109

3 Regional Housing Legal Services 123 South Broad Street
Suite 1330 
Philadelphia, Pennsylvania 
19101

4 PA Developmental Disabilities Council Health and Human Services 
Building
625 Forster Street, 2nd Floor
Harrisburg, Pennsylvania 17120



Commentator 1: 

Comment A: “The draft guidelines allow for the funds to be treated as a grant or a loan. Although the draft 
guidelines indicate that the funds may be granted, they should be clarified to allow for PHFA to grant funds 
to a member/partner of the owner entity who can then lend the funds to the project.” 

Response: Any funding provided pursuant to the AHTC Program will contain affordability restrictions that 
will be evidenced by a restrictive covenant agreement recorded against the eligible project and property. 
The Agency has determined that the most effective way to enforce its covenants and requirements is to 
retain privity of contract with the ownership entity rather than relying on a third-party, related entity to do 
so.  

Comment B: “The development community supported this change to the AHTC program to try to create 
more resources for affordable housing. Our hope was that a new program, albeit a subordinate loan program, 
would look as much like equity as possible, meaning: no interest rate and no cash flow or principal payments 
until maturity. PHFA has the discretion to under the new legislation to pay itself a fee out of the sale proceeds 
of the credits, we encourage the Agency to compensate itself as allowable of the credit sale and not require 
any further cash flow repayments from the projects. There is nothing in the text of the approved legislation 
or in Section 42 of the Federal Code that requires a cash flow repayment in the way the draft rules propose. 
We urge you to lighten the burden on developments, and proceed with a program that requires no repayment 
until loan maturity.” 

Response: Cash flow repayments are only required if an eligible project generates excess revenue. The 
intent of cash flow repayments is not to create hardship for eligible projects, but rather, these repayments 
generate funding that can then be used to further support the development of affordable housing.
Alternatively, eligible projects have the option to apply for AHTC funding in the form of a grant, which 
requires no repayment.

Commentator 2: 

Comment A: “Given these challenges related to income the PA Supportive Housing Coalition recommends 
that PHFA changes the current AHTC income targeting to align with the QAP and identify the deep income 
targeting set aside at or below 20% AMI. PHFA should surpass the statutory minimum requirement of 10% 
at 30% and use this opportunity for deep income targeting. If Pennsylvania is to address the growing need 
for supportive housing PHFA should increase the set-asides for this income level (20%AMI) from 10% to
30% of the AHTC.

PHFA should adapt: 

Current Language: PHFA will prioritize projects that include at least 10% of the housing units
as affordable to households with incomes at or below 30% of the area medium income (AMI).

Proposed Change: PHFA will prioritize projects that include at least 30% of the housing units
as affordable to households with incomes at or below 20% of the area median income (AMI).”



Response: The Agency has drafted the Guidelines to align with the language in Act 45. Given that the area 
median income (“AMI”) targets households at or below 30%, the Agency is not precluded from prioritizing 
projects with more stringent income restrictions without modifying the AHTC Guidelines.  

Comment B: “Because AHTC awards are currently capped at $1million per project, even large or high-
need supportive housing developments receive state credits that cover a smaller share of total project costs 
than comparable family or senior LIHTC projects. This structural mismatch discourages developers from 
pursuing supportive housing unless other scare subsidies are secured.” 

In order to address these costs and market disincentives, PHFA should: 

Authorize higher AHTC caps for projects meeting supportive housing or special needs design
criteria up to $1.5 million.

Offer operating cost adjustments in underwriting assumptions for service-rich projects.”

Response:   Currently, the Agency only receives $10 million in AHTC to sell per year. The Agency 
anticipates that the demand for the program funds will exceed the supply. In order to maximize and 
diversify the use of funds, the Agency has determined to maintain the $1 million cap on AHTC awards. 
Should additional credits become available for sale in the future, therefore potentially increasing the amount 
of AHTC funding available, the Agency may reconsider increasing the per project cap on AHTC awards. 

Comment C: “As mentioned above, supportive housing projects require layered financing (capital + 
operating + services).  PA already uses PHARE, National Housing Trust Fund, and Section 811 to deepen 
affordability. PHFA efforts to align the AHTC with the LIHTC program already encourages braiding of 
funding opportunities. Initiatives like the Health for Housing Investment Program demonstrate a 
commitment and acknowledgment of the complicated partnerships and timing challenges that this can 
sometimes create.

To address this and further encourage the braiding of resources PHFA should 

Revise AHTC guidance to reward applicants that secure operating subsidies or long-term
service commitments, including:

o Section 811 PRA
o PHARE supportive-housing set-asides
o Health system or Medicaid MCO partnerships

Include an “enhanced readiness” category prioritizing projects with identified braided funding
such as those engaged in the Health for Housing Investment program.

Provide Technical Assistance to emerging developers (developers who have not independently
closed more than 3 LIHTC tax credit deals) who require assistance with braiding and provide clear
access to developers requiring this assistance.”

Response: Comment C relates to how the Agency reviews LIHTC projects in general and includes proposed 
categories that may be more appropriate for consideration in the context of the Agency’s Qualified 



Allocation Plan.  The commentator may submit these comments in response to the draft 2027/2028
Qualified Allocation Plan (“QAP”) which will be published for public comment in the Summer of 2026.
The AHTC is a funding source that will be disbursed through the same application round as the federal 
LIHTCs that are reviewed in accordance with the QAP.

Comment D: “Decouple AHTC from annual LIHTC competition where possible. Section 1605-W-1 
permits PHFA to establish independent procedures for application and selection of the AHTC Program 
Funds. The Coalition agrees that awarding a majority of AHTC Program Funds in coordination with the 
LIHTC QAP Process is an efficient and effective method of maximizing AHTCs impact. However, we 
believe PHFA should take advantage of its statutory grant of authority and award a limited amount [of] state 
tax credits outside of the annual QAP scoring cycle to Eligible Projects where timing or feasibility is at risk. 
The QAP is a ranking tool, and the state tax credit is a resource that could be deployed more nimbly without 
undermining the LIHTC integrity.” 

Response: Due to the high-cost environment, most federal LIHTC applications need additional capital 
sources and, often, the applicants request additional sources from PHFA.  Therefore, it is anticipated that 
the demand for AHTC funding as a source in federal LIHTC developments will exceed the availability of 
AHTC funding. Given this limitation, there may not be sufficient AHTC funding available for non-LIHTC 
developments at this time.  Should additional credits become available for sale in the future, potentially 
increasing the amount of AHTC funding available, the Agency may reconsider allocating AHTC funds to 
eligible projects outside of the QAP scoring cycle.

Commentator 3: 

Comment A: “The AHTC’s wholesale credit structure gives PHFA a powerful and flexible policy tool 
unavailable under prior state tax credit programs. Since 1605-W-1 of the statute authorizes PHFA to 
establish independent application and selection procedures for AHTC Program Fuds, providing the Agency 
with clear discretion to direct credit-generated equity where it can have the greatest impact.

We strongly encourage PHFA to exercise this authority to prioritize preservation, including by establishing 
a set-aside of AHTC Program Fund awarded independently of new federal LIHTC allocations. Such a set-
aside could be used to support existing affordable housing developments facing expiring affordability 
restrictions where: 

The development does not require, or cannot support, a full LIHTC resyndication;

The capital need is limited but essential to continued operation and compliance;

The loss of affordability would materially harm tenants and the surrounding community.

Targeted AHTC support could fill precisely the gap these properties face—providing flexible, low-cost 
capital that stabilizes operations, extends affordability and preserve units at a fraction of the cost of new 
construction. For nonprofit developers and social service agencies, this approach would reduce transaction 
complexity while allowing scarce organizational capacity to remain focused on resident services and long-
term stewardship.”

Response: Preservation is a preference in PHFA’s Qualified Allocation Plan, which means that preservation 
developments compete in their own set-aside for federal credits.  Applicants can apply for AHTC funding 
concurrently with applying for federal credits; therefore, preservation developments are already competing 



in a preference or set-aside.  For preservation developments not competing for federal LIHTC credits, please 
see the response for Commentator 2, Comment D.
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