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(Intro music) 

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

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

covering the latest news about renewable energy, community 

development and affordable housing.  

   

Today is Tuesday, July 29th, 2008. This week we will 
discuss new legislation the Senate will consider this week that 
would extend the new markets tax credit and renewable energy 
tax credits.  

Then, we will review the highlights of a report about GO 
Zone tax incentives, as well as recent guidance about a special 
Lightning Round of tax credit allocation offered by the Louisiana 
Housing Finance Agency. We also have news about legislation 
introduced to provide disaster relief to Midwestern states.  

Please note that for the sake of time we have postponed 
our update on the conservation easement tax credit program in 
Colorado; we will address that topic in a future podcast.  

 
Before we address today’s topics, let’s start with some 

extremely good news that the affordable housing community 
has been anxiously awaiting for months and months.  

On Wednesday, July 23rd, the House of Representatives 

approved H.R. 3221, the Housing and Economic Recovery Act, by a 
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vote of 272 to 152. The measure was then returned to the Senate, 

which voted 80 to 13 on Friday to invoke cloture, clearing the bill for a 

final vote. On Saturday July 26th the Senate approved the housing 

stimulus by an overwhelming vote of 72 to 13.  

After threatening to veto the package during the course of its 

consideration by Congress, President George W. Bush issued a 

statement last week that said he would sign the bill as soon as it was 

passed. He is expected to sign the bill into law this week.   

This package of legislation was described last week by Kieran 

Quinn, chairman of the Mortgage Bankers Association, as the most 

important housing bill in a generation. Only time will tell if the 

measure’s provisions have the full effect intended by Congress — to 

shore up the nation’s sagging housing industry.  

What is immediately clear is that the new law will have 

widespread implications for the affordable housing community. Many 

of the changes that are included in the bill are immediate and will 

require quick action from housing professionals. To help the 

affordable housing community understand these changes, 

Novogradac & Company has put together a comprehensive set of 

resources on our web site, in our trade journal and at our upcoming 

San Francisco affordable housing conference.  

First, we drafted a summary of the bill’s provisions that is 

available now. You can download the summary online at 

www.taxcredithousing.com. Just click on Hot Topics in the News 

menu to find a copy of that summary, as well as the complete text of 

the final bill and other helpful resources.  
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In addition, the August issue of the Novogradac Journal of Tax 

Credit Housing will feature analysis and commentary about the full 

reach of this momentous legislation. To learn more about subscribing 

to the Journal, please visit www.novoco.com slash products. You can 

also request a sample copy by sending us an email at 

products@novoco.com.  

Also, I encourage you to join Novogradac & Company LLP in 

San Francisco in early September for the 15th Annual San Francisco 

Affordable Housing Conference to discuss in person what this bill 

means to developers, investors, housing finance agencies, property 

owners and other industry participants. You can learn more about the 

conference and register online at www.novoco.com slash events.  

We will also present a webinar on August 12th that will 

summarize the LIHTC provisions, discuss the many unanswered 

questions in the new law, and assess the impact of the new law on 

both existing and future LIHTC projects. Stay tuned to 

www.novoco.com/events for details.  

 

With the housing stimulus business complete, Congress 
was able to turn to its ongoing consideration of a package of tax 
extenders.  

The Senate is expected to consider a new energy and tax 

extenders bill this week. Senate Finance Committee Max Baucus last 

week introduced Senate Bill 3335, the Jobs, Energy, Families and 

Disaster Relief Act. The measure builds on the Energy Independence 

and Tax Relief Act that Senator Baucus introduced earlier this year. 
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The new bill adds provisions to provide relief to victims of floods and 

other natural disasters, replenish the Highway Trust Fund, and 

require parity for mental health care treatment with other medical 

treatment.  

S. 3335 would extend and expand the production and 

investment tax credits for renewable energy and would extend the 

new markets tax credit for one year. The measure also proposes to 

expand the NMTC by changing the definition of qualifying low-income 

communities to include counties where the average wage is 75 

percent or less of the national average and that are located in states 

where the average wage is less than 75 percent of the national 

average. The bill also provides a one-year patch for the alternative 

minimum tax or AMT.  

As introduced, the bill would offset the cost of the tax 

extenders, but the $61.3 billion cost of the AMT patch would not be 

offset. We will follow the progress of this latest extenders proposal 

and post updates online at www.energytaxcredits.com and 

www.newmarketscredits.com.  

 

Now let’s turn our attention to GO Zone and consider the 
progress that has been made since the series of hurricanes that 
devastated the region almost three years ago.  

In the wake of hurricanes Katrina, Rita and Wilma, the federal 

government committed an historically high level of resources to the 

Gulf Coast region including additional allocations of low-income 

housing tax credits and tax-exempt bond financing.  
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A report issued on July 16th by the Government Accountability 

Office, or GAO, notes that as of mid-June 2008, eligible states had 

allocated 87 percent of private activity bond authority available in the 

Gulf Opportunity Zone, or GO Zone, and 95 percent of the GO Zone 

low-income housing tax credits. GAO also reports that GO Zone 

LIHTC-funded units will address about 17 percent of the rental 

housing units with major or severe damage in Louisiana and 45 

percent of the rental housing units that sustained major or severe 

damage in Mississippi. GAO says that across Alabama, Florida, 

Louisiana, Mississippi, and Texas, few planned LIHTC units were in 

service as of April 2008, but state officials anticipate that the units will 

be in service by the end of calendar year 2010. 

The GAO also reports that to date, bonds have been issued for 

about half of the awarded allocation authority, reflecting 44 percent of 

the total allocation authority provided to Alabama, Louisiana and 

Mississippi.  

The report also discusses how current economic conditions, 

including the reduced availability of credit nationwide, have made it 

difficult to issue tax-exempt bonds. GAO also notes that the recent 

decline in value of housing tax credits has made it more difficult for 

developers to attract equity investment.  

In related news, the board of commissioners of the Louisiana 

Housing Finance Agency recently approved the implementation of a 

"Lightning Round" to allocate returned GO Zone and per capita low-

income housing tax credits currently available in calendar year 2008. 

LHFA says there are approximately $11.1 million in tax credits 
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available for projects located in the GO Zone and $6 million in per 

capita credits that are available only to projects outside of the GO 

Zone. Any additional credits returned or recaptured before the end of 

calendar year 2008 will be offered to applicants participating in the 

Lightning Round. Additionally, the Office of Community Development 

and the Louisiana Recovery Authority have indicated that as much as 

$90 million in Community Development Block Grant or CDBG funds 

may be available to fund financing gaps for projects located in the GO 

Zone.  

We will continue to follow these developments closely and keep 

you updated in future podcasts as well as in the September issue of 

the Journal.  

The recent developments in the GO Zone are particularly 
timely in light of the disaster tax relief legislation that was 
introduced last week, which was modeled after the GO Zone 
relief package.  

A comprehensive plan to provide $3.96 billion in federal tax 

relief to flood and tornado victims in Iowa and other Midwestern 

states was introduced in the Senate on July 23rd by Senator Chuck 

Grassley, Ranking Member of the Finance Committee. S. 3322, 

known as the Midwestern Disaster Tax Relief Act of 2008, is modeled 

after tax legislation that Congress passed to help victims of 

hurricanes Katrina, Rita and Wilma in 2005.  

Ten states were affected by a severe weather system and 

suffered billions of dollars in damages. In Iowa alone, the Governor’s 

office estimates there was $1 billion in housing damage and 
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destruction. Individuals and businesses located in presidentially 

declared disaster areas due to floods, tornados and severe storms in 

the 10 states would be eligible for the Midwestern Tax Relief Act of 

2008.    

Among other provisions, the legislation would create tax-credit 

bond authority to help local governments rebuild infrastructure; 

increase the amount of tax-exempt bond authority to help businesses 

receive below-market interest rate financing; and remove limitations 

on deducting casualties due to natural disaster. The bill would also 

temporarily increase the LIHTC cap in those 10 states and increase 

the rehabilitation tax credit.  

The proposal would allow states in the Midwestern Disaster 

area to allocate additional housing credits in 2009, 2010 and 2011. 

Each state’s LIHTC cap would be $18 per person based on the 

population data issued before the earliest applicable disaster date in 

that state.  

 

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

Please join us again next Tuesday when we will bring you the 

latest news and analysis of developments that matter most to tax 

credit professionals. Please note that we will post the audio-only 

podcasts as usual on August 5th and August 12th but there will not be 

videocasts for those weeks.  
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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. 
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