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Good afternoon, chairpersons Grohoski and Perry, and all members of the Taxation committee.
My name is Maura Pillsbury, and I'm representing Maine Center for Economic Policy testifying
on behalf of my colleague Josie Phillips in qualified support of LD 2106.

Maine is in dire need of more housing. In a report released last year, Maine Housing estimated
that the state will need 76,400 — 84,300 additional housing units by 2030 to meet the needs of
our residents and economy. Meeting this need will require nearly doubling the rate at which we
are currently producing housing. If we fail to meet this need, the health,' safety, and financial
stability” of Mainers will continue to suffer as a result.

In general, tax policy is not the most cost-effective way to advance community and economic
objectives. Each year the state of Maine gives away millions of public dollars in subsidies to
businesses in the form of tax breaks. Often these tax breaks are not proven to deliver on the
outcomes they promise, and in some cases are proven to be wasteful and ineffective.

That said, Maine’s Historic Rehabilitation Tax Credit is one of the rare programs that has
demonstrated its potential to support the preservation of affordable housing across the state. An
OPEGA review of the tax credit found that between 2008 and early 2021, the tax credit
contributed to the creation of 924 affordable housing units and the preservation of 362 additional
affordable units." At a time when affordable housing development can cost multiple hundreds of
thousands of dollars per unit, and when we are dealing with the eighth oldest housing stock in
the country, this credit likely represents a cost-effective tool to meet Maine’s housing
production goals.

Despite these findings, the Historic Rehabilitation Tax Credit merits continued oversight and
scrutiny. While we know that the credit contributed to the creation and preservation of hundreds
of affordable housing units, we cannot determine how many of those units would have been
constructed or preserved in the absence of the credit’'s benefits. For example, one evaluation of
the federal Low Income Housing Tax Credit found that “[flor every ten LIHTC units . . . about
eight units displace private housing that would have otherwise been built, and two units are net
additions to the housing stock.”" While tax credits represent the most prominent strategy that
states and the federal government use to increase affordable housing production, alternative
policies more robust direct public investment through bonding, revolving loan funds, and social
housing, may be more cost effective.

Given the severity of the housing crisis, the state government will need to use every tool at its
disposal to increase both the production and preservation of housing as well as providing relief
to Mainers with low income who are struggling to stay stably housed. Because Maine’s Historic
Rehabilitation Tax Credit has demonstrated its potential to expand housing options available to
Mainers with low income, and possibly add to the state’s total housing stock as envisioned in LD
21086, | encourage this committee to vote yes.
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