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 (Intro music) 

Hello. It’s Tax Credit Tuesday.  I’m Michael Novogradac and 

this is the Novogradac Report on Tax Credits, a weekly podcast 

focused on affordable housing, community development and 

renewable energy tax credits.  

  

This week we will discuss a draft of legislation being 
circulated in Congress that would coordinate the use of HUD 
programs with the low-income housing tax credit.  

 
This Report on Tax Credits is brought to you each week by 

Novogradac & Company, an accounting, consulting and valuation 

firm with nine offices nationwide. Visit our web site at www dot 

novoco dot com to learn more about our firm and to listen to previous 

podcasts from the online archives.  

 

Let’s get started with our topic of the week: draft 
legislation that supporters say will resolve some of the conflicts 
that can arise when combining the low-income housing tax 
credit with various HUD programs.  

 

When developers attempt to combine housing tax credits with 

HUD programs they often run into complications, but a proposal 

released by House Financial Services Committee Chairman Barney 

Frank’s staff would eliminate many of those conflicts.  
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An effort to better coordinate HUD programs with the low-

income housing tax credit began in late 2006 and the housing 

industry continued to push for improvements through 2007. The 

resulting bill would eliminate duplicative requirements such as 

subsidy layering.  The bill would also streamline the inspection 

process for FHA-insured tax credit properties, it would establish a 

pilot program that simplifies the review of FHA-tax credit deals, and 

would improve the Section 8 project-based voucher program.  

 

The bill is called the Housing Tax Credit Coordination Act of 

2008 and it looks like it will not be introduced as a separate bill. 

Instead, reports indicate that the coordination package will be offered 

as an amendment to the LIHTC modernization package when it 

comes up for consideration on the House floor.  

 

The Housing Tax Credit Coordination Act requires HUD to 

implement administrative and procedural changes — within six 

months — to expedite the approval of HUD multifamily projects 

funded in conjunction with low-income housing tax credits or in 

conjunction with tax-exempt housing bonds. The draft legislation 

requires HUD to consult with the IRS to simplify coordination of rules, 

regulations, forms and approval requirements for combined funding, 

as well as to solicit recommendations from stakeholders to carry out 

this coordination. HUD would also be required to submit a report, no 

later than nine months from the bill’s enactment, that identifies 
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actions taken, that lists various stakeholder recommendations, and 

suggest areas where federal legislation is needed. 

 

To streamline the use of FHA-insured multifamily loans with 

low-income housing tax credits, the bill eliminates the need for HUD 

subsidy layering reviews of FHA-financed projects involving housing 

tax credits that also undergo a tax credit subsidy layering review. The 

bill eliminates the HUD cost certification requirement for FHA 

multifamily housing loans that also use housing tax credits in cases 

where the loan-to-cost ratio is less than 80 percent. In addition, it 

would prohibit HUD from requiring escrowing of tax credit proceeds or 

posting of a letter of credit for FHA loans involving tax credits.  It also 

exempts FHA multifamily loans that use housing tax credits from 

required periodic inspections, and allows HUD to rely on tax credit 

allocating agency compliance monitoring as well as requiring HUD to 

establish a pilot program for streamlined review of FHA multifamily 

mortgage insurance loan approvals. 

 

In addition to facilitating the use of the low-income housing tax 

credit with FHA loans, the measure also addresses conflicts when 

using the housing credit with other HUD programs such as Section 8. 

The coordination package increases the maximum Section 8 voucher 

contract from 10 years to 15 years and allows project-based voucher 

rents in tax credit projects up to the normally allowed maximum rent. 

The coordination proposal also includes provisions regarding Section 
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202 elderly housing grants, Shelter Plus Care projects and Section 

515 programs. 

 

The housing credit coordination bill requires state agencies that 

administer low-income housing tax credits to submit information to 

HUD annually regarding the characteristics of projects financed 

through the credits and authorizes 2.5 million dollars in fiscal year 

2009 and nine hundred thousand dollars in fiscal years 2010 through 

2013 for the costs of that reporting. 

 

As we mentioned earlier, it is expected that the coordination 

language will be offered as a floor amendment to the Housing Credit 

Modernization Bill. The modernization bill is expected to be 

introduced by the House Ways and Means Committee shortly after 

the Easter recess.  

 

In a related development, the Historic Preservation 

Development Council recently sent a sign-on letter to members of the 

Historic Preservation Caucus and the House Ways and Means 

Committee urging representatives to appeal to New York Democratic 

Congressman Charlie Rangel, who is chairman of the House Ways 

and Means Committee, to include as part of his modernization 

proposal - this being the LIHTC modernization proposal - the historic 

rehabilitation tax credit preservation provisions contained in House 

Bill 1043 and Senate Bill 584, the Community Restoration and 

Revitalization Act of 2007. The Historic Preservation Development 
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Council is a joint effort between the National Housing & Rehabilitation 

Association and the National Trust for Historic Preservation.  

 

The letter, dated March 18, said quote “As effective as the 

Historic Tax Credit has been, the historic rehabilitation industry faces 

unprecedented challenges. Construction and operating costs 

continue to rise in large part as a result of the soaring energy costs 

and global competition for scarce building resources. Furthermore, 

the cost of commercial credit has risen dramatically in recent months 

as a result of the crisis in the financial markets. HR 1043 will provide 

critical support in helping address these challenges.” end quote  

 

The letter recommends:  

reducing the basis reduction required for a property using the 

historic credit;  

it also recommends increasing historic credit for smaller 

projects;  

allowing rental housing in qualified rehabilitated buildings;  

changing the qualifying date requirement for non-historic 

rehabilitation projects;  

fine tuning the current leasing rules;  

and increasing the historic credit in so-called high cost areas to 

130 percent of qualified rehabilitation expenditures; and  

removing a provision in the current regulations that prevents 

condominium developments in historic rehabilitation tax credit 

projects.  
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The current version of the House LIHTC modernization 

proposal being circulated does not contain the historic tax credit 

provisions the groups are pursuing, nor does the Senate version that 

was introduced last month by Washington Democrat Maria Cantwell 

and Oregon Republican Gordon Smith.  

 

Congress is scheduled to reconvene on Monday. We’ll keep 

you updated in future podcasts and online at www dot 

taxcredithousing dot com about the progress of these modernization, 

coordination and preservation proposals.  

 

In the mean time, we invite you to join us in New Orleans May 

15th and 16th at the Credit & Bond Financing Conference where we 

will examine these proposals and other important industry 

developments. You can register online using our secure check out 

system at www dot novoco dot com slash events.  

 

We also encourage you to sign up for Novogradac & Company 

LLP’s joint volunteer opportunity with Habitat for Humanity.  This 

event on May 13 is open to all interested participants of the Credit & 

Bond Financing Conference, the Pre-Conference Workshop, and/or 

the LIHTC Property Compliance Workshop.  If you have questions 

about this volunteer opportunity, please send us an email at events at 

novoco dot com.  
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Well, that brings us to the end of this week’s report.  

We encourage you to join us again next Tuesday when the 

topics we discuss will include: 

 

a review of how the Colorado Housing Finance Agency is 

responding to current LIHTC pricing , we are going to discuss the 

prevailing wage situation in New York and we’re also going  to 

discuss a proposal to cap or cut the historic tax credit in Rhode 

Island.  

 

This is Michael Novogradac and I’ll be back next Tuesday. 

Thanks for listening.  

(Outro music) 

 

Editorial material in this transcript is for informational purposes 

only and should not be construed otherwise. Advice and 

interpretation regarding tax credits or any other material covered in 

this transcript can only be obtained from your tax advisor. 

 

© Novogradac & Company LLP, 2009 All rights reserved. 

 

Reproduction of this publication in whole or in part in any form 

without written permission from the publisher is prohibited by law. For 
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