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In the 350th episode of the Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, alerts 

listeners to the 40th anniversary of the Community Development Block Grant program. In low-

income housing tax credit news, he shares some analysis of the proposed fiscal year 2015 Fair 

Market Rents, and discusses disaster-relief guidance for low-income housing tax credit and tax-

exempt bond properties. In new markets tax credit news, he discusses the requirements for 

application reviewers for the 2014 allocation application round and the release of the 2014 

electronic application, as well as new bond issuing authority under the CDFI Bond Guarantee 

program. In renewable energy tax credit news, he shares two Department of Energy reports on 

the renewable wind industry and the production and investment tax credits.  

 
 
Summaries of each topic:  

1. General News (2:34 – 4:30) Page 2 

2. Low-Income Housing Tax Credits (4:31 – 11:10) Pages 3-5 

3. New Markets Tax Credits (11:11 – 15:51) Pages 6-7 

4. Renewable Energy Tax Credits (15:52 – 17:41) Page 8 

 
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 adviser.  
 
© Novogradac & Company LLP, 2014. 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 email to cpas@novoco.com. 
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GENERAL NEWS 
 

40 Years of the Community Development Block Grant Program 
• As we await Congress’s return from their district and state work periods, I wanted to note 

information about a program that reached an important milestone this month.  
• The Community Development Block Grant program. 
• The program is often known by the abbreviation CDBG.  
• President Gerald Ford signed a bill creating the program in August 1974. 
• Forty years later, it is still going strong.  
• The CDBG program provides annual grants to local governments and states.  
• The communities decide how to use the grants. 
• And communities have funded everything from infrastructure improvements to affordable 

housing.  
• CDBG funds are often a key portion of funding for investment tax credit projects.  
• Historic tax credit and new markets projects often receive financing through the program, 

as do low-income housing tax credit (LIHTC) properties. 
• You can find evidence of that in this month’s Novogradac Journal of Tax Credits.  

o The August issue features a health center in Milwaukee that combined new 
markets tax credits with CDBG funding. 
 The health center is scheduled for completion in February.  
 And it is expected to build a patient-base of 18,000 people. 

o You can also read about a historic high school in North Dakota that is now 
housing seniors.  
 That project was funded with a combination of CDBG funding and LIHTC. 

o Another senior housing development paired the CDBG funding with HUD Section 
202 grants.  

• And that’s in just one issue of the Journal of Tax Credits! 
• You can learn more about these projects by picking up a copy of the August issue of the 

Novogradac Journal of Tax Credits. 
• And you can learn more about how your project might benefit from the CDBG program 

by visiting the Novogradac HUD Resource Center at www.hudresourcecenter.com.  
• Or by contacting Susan Wilson, my partner in our Austin, Texas office.  

 
  

http://www.hudresourcecenter.com/
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 

A Closer Look at the Proposed 2015 FMRs 
• In last week’s podcast, I announced that the U.S. Department of Housing and Urban 

Development had released its proposed fair market rents, or FMRs, for fiscal year 2015.  
• HUD uses the FMRs to determine the amount of rent that property owners will receive 

when units renting to tenants under several rental assistance programs, including the 
Housing Choice Voucher program.  

• FMRs are also one of the components that HUD uses to calculate rent limits for LIHTC 
units.  

• As such, the level of FMRs can have an indirect effect on rent levels in some LIHTC 
properties. 

• As promised, Novogradac & Company has examined the data and here are a few of the 
things we’ve found.  

 
Trends and Highlights 

• HUD has proposed increased, that’s right, higher, fiscal year 2015 FMRs for nearly 68 
percent of all nearly 3,200 counties. 

o By comparison, in Fiscal Year 2014, 54 percent of counties experienced 
increases. 

o The average proposed increase for counties with increases is a little more than 4 
percent. 

o New York City and Los Angeles were included in the counties that saw 
increases.  

o New York City saw an increase of about 2.8 percent and Los Angeles saw an 
increase of about 1.9 percent. 

• Less than 1 percent of counties would have no change in FMRs.  
• HUD has proposed decreases in FMRs in approximately 32 percent of counties. 

o The average proposed decrease in these counties is just under 4 percent. 
 
What this Means for LIHTC Properties 

• So what does this mean for LIHTC properties? 
• The 2015 FMRs will likely affect tax credit and tax-exempt bond income and rent limits at 

properties in Metro High Housing Cost areas. 
• These are special designations within the overall the determination of tax credit income 

limits. 
• I mention these potential high cost areas because those are the ones that HUD used in 

the 2014 FMRs to calculate the effective LIHTC and bond income limits. 
• There were 22 Metro High Housing Cost areas. 
• Within those 22, Metro High Housing Cost areas, HUD has proposed increases in 16 

Metro High Housing Cost areas. 
• If the proposed FMRs are adopted, properties in these 16 areas would likely see similar 

increases in their LIHTC and bond income and rent limits.  
• HUD has proposed decreasing fiscal year 2015 FMRs in the other six Metro High Cost 

Housing areas.  
• And, as before, if the proposed FMRs are adopted, income limits in these areas will not 

see an increase from HUD using its FMR calculation.  
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• However, income limits at properties in these areas could increase if the area median 
incomes increase.  

• However, if the areas’ median incomes decrease, the new lower income limits would 
only apply to new developments in those areas because HUD has a hold harmless 
policy that prevents income limits from decreasing at existing properties.  

 
Comments and More Information  

• Now, if you’re interesting in commenting, HUD is accepting comments on the proposed 
FMRs until Sept. 15.  

o If you are interested in submitting comments, Novogradac & Company’s market 
study group is available to assist you. 

• I’ll also mention that HUD issued a correction to the proposed FMRs today. 
• It is a small correction that concerns a Schedule B Addendum.  
• HUD inadvertently left out the small area FMRs for Dallas. 
• Today’s notice corrects that.  
• It is the only change. 
• More information about proposed 2015 FMRs can be found at 

www.taxcredithousing.com.  
• Click on the Fair Market Rents button in the Facts & Figures menu.  
• The final FY 2015 FMRs will be posted to the Affordable Housing Resource Center when 

they become available.  
• In the meantime, please contact Thomas Stagg in our Seattle area office with questions 

you have about these proposed changes.  
• He may be able to assist you with any questions you might have about your LIHTC 

property. 
 
IRS Issues Disaster Relief Guidance for LIHTC, Bond Properties 

• In other LIHTC news, the IRS has released guidance about temporary disaster relief for 
LIHTC and tax-exempt bond properties. 

• The guidance applies to qualified properties located within a designated major disaster 
zone.  

• It modifies existing disaster relief guidance issued in 2007. 
• What are the key changes? 
• Well, the key changes are: 

o Shortening the reasonable restoration period for recapture relief for damaged 
buildings; 
 The maximum reasonable restoration period is now 25 months after the 

Major Disaster declaration, as opposed to 24 months from the end of the 
calendar year, after the major disaster declaration. 

 Similarly, the maximum tolling period for buildings in the first year of the 
credit period is now 25 months after the Major Disaster declaration, 
versus 24 months from the end of the calendar year, after the major 
disaster declaration. 

 This is a relatively modest change, such that a property that experiences 
a disaster in January has the same number of months as one that 
experiences one in December, since the reference to the end of the year 
is removed and is a straight 25-month period. 

http://www.taxcredithousing.com/
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• The guidance also extends the period an agency may allow an owner within its 
jurisdiction to provide emergency housing to displaced individuals from other 
jurisdictions from four months to 12 months. 

• It also eliminates the need for income self-certification for eligibility; 
• More significantly, the guidance provides more extensive guidance regarding the 

consequences of renting to temporarily displaced individuals. 
• If you do find yourself in such a situation, as I’ve said before, I would encourage you to 

contact a Novogradac professional about the consequences of providing housing to 
displaced individuals before doing so with your tax credit property. 

o The guidance also provides more detailed guidance regarding eligibility for 
additional LIHTCs for rehabilitation costs. 

• You can read about these changes in more detail on our website at 
www.taxcredithousing.com.  

• There you’ll find copies of Revenue Procedure 2014-49 and Revenue Procedure 2014-
50. 

• Furthermore, if you have additional questions, please contact my partner Jim Kroger in 
our San Francisco office at 415-356-8000. 

  

http://www.taxcredithousing.com/
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NEW MARKETS TAX CREDIT NEWS 
 

CDFI Fund Calls for 2014 NMTC Allocation Application Reviewers 
• The Community Development Financial Institutions Fund recently issued a request for 

application reviewers and alternates for the 2014 allocation round of the New Markets 
Tax Credit (NMTC) program.  

o The company F2 Solutions will be managing the reviewer recruitment process.  
• Reviewers will be responsible for providing first-stage evaluations of the applications.  
• And even if you are not interested in applying as a reviewer, understanding the 

qualifications may help you in drafting your own application. 
• They will rate two of the four application sections: business strategy and community 

outcomes.  
o Reviewers will be working independently and remotely.  

• Those interested in reviewing the applications should have expertise in community and 
economic development finance. 

• In addition, knowledge of commercial finance is recommended, including: 
o operating business and real estate finance;  
o financing of community-based organizations;  
o pooling of community development loans for sale to secondary markets;  
o financial counseling, particularly for small businesses; and/or  
o prior experience serving as an NMTC application reviewer.   

• To prepare for the review process, reviewers will participate in approximately 10 hours of 
remote training. 

• This may include:  
o independent study,  
o written and online exercises,  
o viewing webcasts and participating in webinars and/or  
o conference calls.  

• Reviewers will each be assigned roughly 12 to 15 applications. 
• The CDFI Fund anticipates that the training cycle will occur between Oct. 27 and Nov. 

10. 
• And application reviews will occur between Nov. 12, 2014, and Jan. 16, 2015. 
• To read the complete terms and conditions, or to apply to serve as a reviewer, go to the 

CDFI Fund’s website.  
 
CDFI Fund Releases Electronic NMTC Application  

• In other 2014 application round news, I wanted to let you know that the CDFI Fund 
recently released the electronic application for the 2014 round of the NMTC program.  

• Because of this, we should discuss a few rapidly approaching deadlines: 
o The online submission deadline for the 2014 allocation application is Oct. 1.  
o The submission of subsidiary community development entity certification 

application is also due Oct. 1. 
o The next deadline is Oct. 3, which is when the application attachments are due. 

 These documents should be submitted online.  
o Finally, prior allocatees' issuance of qualified equity investments are due by Jan. 

30, 2015. 
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• If you have any questions about the electronic applications for the CDFI Fund, you have 
until 5 p.m. EDT on Sept. 29 to submit them.  

• Applications for the 2014 round will only be accepted electronically through the myCDFI 
Fund system at www.cdfifund.gov.  

• If you have any questions about your NMTC application, I encourage you to visit the 
New Markets Tax Credit Resource Center at www.newmarketscredits.com.  

• Or, feel free to contact my partner, Owen Gray in our San Francisco office.  
 
Treasury Guarantees $325 Million through CDFI Bond Guarantee Program 

• In other new markets news, the Treasury announced last week that it has guaranteed 
$325 million through the CDFI Bond Guarantee program. 

• The program guarantees bonds issued to support CDFIs that make investments for 
eligible community and economic development purposes. 

• Congress authorized Treasury to guarantee up to $750 million in bonds for the fiscal 
year 2014 round of the program. 

• Last week, Treasury announced that  
o Clearinghouse CDFI will receive $100 million from a bond issued by Opportunity 

Finance Network; 
o Community Development Trust LP will receive $125 million from a bond issued 

by Community Reinvestment Fund; and 
o Local Initiatives Support Corporation, or LISC, and Enterprise Community Loan 

Fund Inc., will each receive $50 million from bonds issued by Bank of America 
CDFI Funding Corporation. 

• Enterprise has already announced its commitment of more than $10.5 million of total 
bond proceeds to two projects. 

o The first would preserve the affordability of 252 homes in Virginia. 
o The other would build a charter school in New Jersey. 

• LISC also made an announcement that it will invest $50 million in affordable housing and 
new health and education projects in low-income communities. 

• Treasury said it would announce additional borrowers selected to participate in the 
program in the coming weeks. 

• I should note that the CDFI Bond Guarantee program is scheduled to sunset Sept. 30, 
2014, unless Congress reauthorizes it. 

• To learn more about the program, please contact my partner Annette Stevenson in our 
Cleveland office at 216-298-9000. 

 
  

http://www.cdfifund.gov/
http://www.newmarketscredits.com/
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RENWEWABLE ENERGY TAX CREDIT NEWS 
 

DOE Reports: ITC, PTC Contribute to Wind Growth 
• In renewable energy tax credit news, the Department of Energy released a pair of 

reports on wind energy earlier this month. 
• The 2013 Distributed Wind Market Report and 2013 Wind Technologies Report said that 

the production and investment tax credits have helped drive wind power capacity 
additions in 2013. 

• Experts predict there will be even more robust growth in 2014 and 2015, due in part, to 
the credits, according to the annual reports. 

• One report said that although the production tax credit (PTC) expired at the end of last 
year, more projects are expected to come online as developers aim to stay within safe 
harbor guidelines. 

• The other report found that distributed wind installations dropped 93 percent in 2013 
compared to the previous year. 

o It noted that the decline coincided with the expiration of the PTC. 
o That was also the time when the Section 1603 cash grant program was phasing 

out and other incentives were reduced. 
• The same report said the 30 percent investment tax credit (ITC) played a large role in 

the number of distributed installations last year. 
o It estimated that two-thirds of grid-connected small wind projects received the 

ITC in 2013. 
o That totals about 3.6MW in capacity. 

• The findings indicate how important the production and investment tax credits are in 
pushing wind power growth. 

• That’s why tax credit professionals continue to advocate the extension of the PTC and 
maintenance of the ITC at 30 percent. 

• You can find copies of the DOE reports at www.energytaxcredits.com. 
• If you have any other questions, please contact my partner Tony Grappone in our 

Boston office at 617-330-1920. 
 

 

http://www.energytaxcredits.com/

