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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 focusing 

on the affordable housing, community development and renewable 

energy industries.  

   

Today is June 3rd, 2008 and this week we will discuss 
legislation introduced in Congress that would allow more low-
income members of the armed forces to qualify to live in tax 
credit financed rental housing.  

We will also examine changes to the state historic tax 
credit program approved recently in Georgia, and we’ll discuss 
American Samoa’s first steps toward participation in the federal 
low-income housing tax credit program.  

Finally, we’ll share some statistics on the audit status of 
the new market tax credit program.  

 
But before we start with our topics for this week, we’d like 

to alert you to an upcoming change in our podcast.  
To better serve our listeners, we are making technical upgrades 

to the Novogradac Report on Tax Credits. Listeners who access the 

podcast using the podcast page at novoco.com slash podcast dot 

php should not notice any change; you will still be able to click on the 

same links to download each week’s broadcast on that web page.  
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However, next week, the podcast and videocast will be moved 

to new RSS feeds. So — starting with the June 10th podcast — 

listeners that have subscribed to either of the existing RSS feeds will 

need to subscribe to the new feeds in order to receive future 

podcasts automatically. Links to those new feeds will be posted on 

the podcast page at novoco.com slash podcast dot php.  

Listeners will still be able to download the latest tax credit news 

each Tuesday as a podcast or videocast, and access to archived 

podcasts will not be affected. If you have any questions about this 

transition or if you experience any difficulty at all accessing the 

podcasts, please send us an email at cpas@ novoco.com or call 415-

356-8000. We also welcome your suggestions for additional 

improvements to this resource.  

Now let’s get started with today’s first topic: legislation to 
allow more low-income service members to qualify for rental 
housing financed under Section 42.  

On May 21st the House of Representatives unanimously 

approved H.R. 6081, a bill to deliver tax relief to the men and women 

of our armed services. The bill, which is called the Heroes Earnings 

Assistance and Relief Tax Act - or HEART Act - of 2008 is a 

compromise that streamlines the provisions of previous bills that the 

House and Senate have considered before.  

The bill passed last month contains most, but not all, of the 

provisions that in earlier versions were endorsed by the Senate. One 

provision that is not included in the final bill would have provided 

more flexibility for owners and investors of residential multifamily 
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housing funded by low-income housing tax credits to offer more 

military personnel housing in LIHTC properties located near military 

bases.  

Republican Senator Pat Roberts of Kansas introduced an  

amendment that would have made more low-income service 

members eligible to live in LIHTC financed rental housing by 

excluding from income their basic allowance for housing, or BAH, but 

that provision was stripped from the bill before it was passed.  

In some cases, enlisted troops can’t qualify for LIHTC housing 

because their military housing allowance puts their income over the 

limits for the LIHTC program. Supporters of the change argue that the 

housing allowance should be excluded from income because service 

members can use it only for housing. Roberts says quote "The basic 

allowance is not true, disposable income. It is not counted as income 

when soldiers file their income taxes and should not be counted as 

income when they apply for housing built using tax credits.” end 

quote  

However, some housing advocates argue that the change 

would benefit low-income service members at the expense of other 

low-income people because there are a limited number of tax credits 

and credit-funded units available. House Ways and Means 

Committee Chairman Charles Rangel of New York and Congressman 

Barney Frank of Massachusetts have suggested that a solution for a 

shortage of adequate housing for service members should come from 

the Pentagon rather than the housing tax credit program.  



Novogradac Report on Tax Credits 
Transcript: Jun. 3, 2008 

 

- 4 - 
www.novoco.com/podcast 

©Novogradac & Company LLP 2008  

Roberts’ proposal to exclude BAH from income has passed 

unanimously by the Senate twice before. Senate Finance Committee 

Chairman Max Baucus of Montana pledged to work with Senator 

Roberts and with their House counterparts to move that provision 

forward. Senator Baucus, Senator Roberts and Congresman Rangel 

reached a compromise last month and agreed that that Roberts’ 

military housing provision would be included for consideration in a 

Senate banking bill this summer. 

Turning to this week’s second topic, let’s discuss recent 
tax credit news from Georgia and American Samoa.  

On May 14th Georgia’s governor, Sonny Perdue, signed HB 

851 into law. HB 851 amends the existing Georgia State Income Tax 

Credit Program for Rehabilitated Historic Property. The legislation, 

sponsored by Representative Allen Peake of Macon, Georgia, 

increases the state tax credit to 25 percent of qualified rehabilitation 

expenses, up from the 10 to 20 percent that is currently available.  

The new law also increases the per-project tax credit cap significantly 

— from $5,000 to $100,000 for personal residential properties and up 

to $300,000 for commercial properties. The changes take effect on 

January 1st, 2009.  

To learn more about historic tax credits, visit our web site at 

www.novoco.com and click on the Historic Tax Credit Resource 

Center button. The Historic Tax Credit Resource Center provides 

links to federal historic tax credit regulations and related guidance, as 

well as links to state level historic tax credit programs.  
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In rare tax credit news from the territories, officials in American 

Samoa last month announced that they are in the final stages of 

drafting the territory’s first qualified allocation plan, or QAP, and will 

soon be ready to accept applications for federal low-income housing 

tax credits. The Development Bank of American Samoa has been 

designated as the territory’s housing authority and will administer the 

program. A compliance process is already being developed to 

monitor affordable housing communities financed with low-income 

housing tax credits.  

We spoke last week with Pat Galea’i, who is the director of the 

Office of Federal Programs for American Samoa. He said that the 

draft will be available for public comments from June 1st to June 

30th. Then officials will spend approximately two weeks to consider 

any comments received and incorporate changes, as appropriate, 

into the QAP. The director said he expects American Samoa’s 

governor, Togiola Tulafono to endorse the QAP in early August. He 

also said that based on the territory’s population, American Samoa is 

expected to receive the small state minimum LIHTC cap, which for 

2008 is $ $2,325,000.  

Officials in the territory are optimistic about the potential of 

using the LIHTC program to serve the needs of the population of 

American Samoa. In 1999, 61 percent of all individuals in American 

Samoa lived below the poverty level as defined by the Census 

Bureau. The director of the Office of Federal Programs for American 

Samoa said, quote, “This is going to be something new for us. We 

have residential developers, but they tend to develop without any 
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type of federal or territorial subsidy. This should be a real boost for 

our affordable housing sector.” End quote. 

A draft of American Samoa’s qualified allocation plan is 

available online at www.taxcredithousing.com. In addition, an article 

in the July issue of the Journal of Tax Credit Housing will provide a 

more in depth look at the development of this territory’s nascent 

LIHTC program, including a look at how the territory developed its 

QAP, the remaining obstacles it faces to get the LIHTC program up 

and running, and how it plans to address those challenges. If you’re 

not already receiving the Journal of Tax Credit Housing, you can 

subscribe online at www.novoco.com slash products. If you are 

interested in advertising in this 52-page full-color industry journal, 

please call 415-356-8037 or visit www.novoco.com slash advertising.  

 
Finally, let’s consider an update on the audit status of the 

new market tax credit program.  
An IRS official recently shared some statistics about the audit 

status of the NMTC program with an audience at the American Bar 

Association’s Forum on Affordable Housing 17th Annual Conference.    

Paul Handleman said that the IRS will have audited 90 CDEs by end 

of its third round of audits, which will start in June. Ninety percent of 

those audits have been started and 60 percent are complete. To 

date, the IRS reports that none, I repeat none, of the audits have 

resulted in the recapture of tax credits.  

At present, the IRS expects to audit only a sample of new 

market credits allocatees. In fact, the IRS reports that the audit 
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sample size has been reduced based on the compliance results 

found in the audits completed so far.  

Going forward, the IRS is expected to continue to focus on a 

balance of audit selection factors, including allocation amount; 

predominant activity; CDEs’ geographic location and service area; 

and total distribution of allocation in major, minor and rural areas.  

The IRS says that while the audit process is similar to other audits, 

the focus in these audits is primarily NMTC compliance. However, 

program participants should be mindful that other areas will be still 

looked at in the audits. The IRS says it is developing an Audit 

Technique Guide that will be available on the Internet in a few 

months. Novogradac & Company will follow the development of the 

guide and will post it online at www.newmarketscredits.com as soon 

as it is available.  

Handleman also discussed the plans to review the filing 

compliance of all CDEs. The IRS has temporarily postponed its filing 

compliance action plan based on the preliminary determination that 

many subsidiary CDEs have employer identification numbers or EINs, 

but no operations yet. Despite this minor delay, the IRS expects a 

high compliance rate in this area. If filing do questions arise, a letter 

will be sent to the CDE to request filing information. 

The IRS is also developing an investor compliance study using 

IRS and CDFI Fund data. The IRS is seeking to minimize the 

taxpayer burden in this area and indicates that investor returns may 

be examined in the future. CDEs can assist in this effort by ensuring 

that they enter information in the CDFI Fund system accurately, and 
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correctly report the investor identification number. The IRS says that 

CDEs should use the ID number of the parent entity, not the ID 

number for a subsidiary corporation or partnership. The IRS 

acknowledges that some CDEs may not have the EIN of the ultimate 

claimant of the tax credits. 

Handleman says investors should include Form 8874 in their 

tax returns and make sure it is completed fully. The IRS reports that 

Form 8874 is frequently not completed, especially when Form 3800 is 

also used. Handleman says it is often helpful if investors can also 

include an attachment or statement that outlines the list of entities 

involved in generating the NMTCs. A flow chart showing the entities 

from the CDE to the investor can also be helpful.  

 Tax credit compliance can be a challenge but with the right 

tools, new markets tax credit professionals can be successful in 

navigating the maze of rules and regulations. One of those tools is 

Novogradac & Company LLP’s NMTC compliance workshop. This 

full-day pre-conference workshop is being held in conjunction with our 

7th Annual New Markets Tax Credit Spring Conference. It’s not too 

late to join us next week in Washington, D.C. To register, please visit 

www.novoco.com slash events.  

In related news, the CDFI Fund announced last week that 

through the fiscal year 2006 reporting period, CDEs disbursed more 

than $5.4 billion to 1,131 different QALICBs, qualified businesses, 

under the new markets tax credit program. The CDFI Fund requires 

all CDEs that receive NMTC allocations to provide annual reports 

detailing how the NMTCs were invested in low-income communities, 
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and that’s the source of this data. The CDFI Fund reports that CDEs 

used NMTC financing to support a wide variety of projects, from coal 

companies, charter schools and health-care facilities to car 

dealerships, florists and recording studios.  

Links to the data the CDFI Fund released last month is 

available online at www.newmarketscredits.com. We will also provide 

a detailed look at the data in the July issue of the New Markets Tax 

Credit Report, a monthly journal covering all the latest developments 

in the NMTC community.  

 

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

Please join us again next Tuesday when we will share the 

highlights of a recent Senate Banking committee hearing regarding 

the nomination of Steve Preston to serve as the HUD Secretary.  

We will also update listeners on the latest developments in the 

effort to re-open Ohio’s historic tax credit program.  

And finally, as Congress reconvenes, we will review the status 

of housing stimulus and tax extender legislation.  

 

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 
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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 

reprint information, please send an e-mail to cpas@novoco.com.  


