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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, discusses the upcoming 

presidential debate and what Novogradac will be looking for as far as discussion of community 

development and affordable housing. Next, he discusses the status of federal funding negotiations to 

keep the entire federal government open until Dec. 11 of this year. Then, he shares highlights from the 

Novogradac 2020 Historic Tax Credit Virtual Conference, including insights on how the pandemic is 

affecting the renovation of historic properties. He then discusses the recently announced designations 

for difficult development areas and qualified census tracts for 2021. He wraps ups with a preview of 

Novogradac’s annual operating expenses report and an announcement about funding for the state low-

income housing tax credit in Missouri.  

 

Summaries of each topic:  

1. General News (1:26-14:00) 

a. 2020 Presidential Debate (1:26-3:59) 

b. Fiscal Year 2021 Continuing Resolution (4:00-4:35) 

c. Novogradac Historic Tax Credit Virtual Conference (4:36-11:43) 

d. 2021 Difficult Development Areas and Qualified Census Tracts (11:44-14:00) 

2. Other News (14:01-17:53) 

a. Novogradac 2020 Multifamily Rental Housing Operating Expense Report (14:01-16:53) 

b. Missouri State Low-Income Housing Tax Credit Notice of Funding Availability (16:54-

17:53) 

3. Additional Resources 

 

 

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, 2020. 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 
Presidential Debate 

Tonight is the first of three scheduled presidential debates between President Donald Trump and 
former Vice President Joe Biden.  I’ll be watching with a particular eye towards the topic of 
affordable housing and community development. 

Moderator Chris Wallace of FoxNews previously announced the six topics for each 15-minute 
segment of the 90-minute debate. The six topics being the Trump and Biden Records, the Supreme 
Court, COVID-19, the Economy, Race and Violence in our Cities and The Integrity of the Election 
Several of these topics should provide adequate opportunity for Trump or Biden to discuss the 
affordable housing crisis in America today, as well as the need to investment in distressed 
communities across the country. 

Trump may also use one of those segments to discuss his Platinum Plan for Black America, a plan 
he announced last week to increase investment in black businesses and improve access to capital 
for black entrepreneurs. Trump’s plan does include a call for increased activity in opportunity zones, 
including benefits for local hires. I also expect Biden likely will discuss his Build Back Better plan, for 
economic recovery. 

While we are on the topic of the November election, in the event you haven’t heard, Novogradac 
recently released a special election report. This report is called, “Blue Wave Effects: What a 
Democratic Sweep Could Mean for Affordable Housing, Community Development and Renewable 
Energy.” The special report is free to clients of the firm, and available for purchase on our web site 
by others. 

As the title suggests, the special report looks at what might happen if Joe Biden wins the 
presidency and the Democratic Party regains control of the Senate and retains the House of 
Representatives. The report covers what could happen to various community development 
incentives. The report also discusses the number of toss-up Senate races, how many of those 
races Democrats would need to win to gain control of the upper chamber and what those 
candidates have said about tax issues. 

Once again, our Blue Wave report is free to Novogradac clients. Please contact your Novogradac 
partner to request a copy. Non-clients can purchase the report at www.novoco.com/products.  

Continuing Resolution 

Next, I have an update on negotiations to keep the government funded past tomorrow’s deadline in 
order to avoid a partial shutdown of the federal government. A government shutdown would have 
detrimental effects on people and communities who rely on affordable housing and community 
development funding. I described those potential effects in previous podcast episodes, so I won’t go 
into detail here. 

I will let you know that members of the House of Representatives last Tuesday voted on a stopgap 
funding bill to keep the government funded through Dec. 11. The Senate is expected to approve the 
bill and send it to the president today. 

 

http://www.novoco.com/products
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Novogradac Historic Tax Credit Conference 

Now, let’s turn to our Novogradac Historic Tax Credits Conference. We at Novogradac officially 
kicked off our fall conference season last week. A virtual conference season that is. We started with 
the Novogradac Historic Tax Credit Virtual Conference held last Thursday and Friday. We had more 
than 300 registered attendees for the event, which made for some great virtual networking 
opportunities. 

For our conference keynote address, we were happy to welcome not one, but two champions for 
the federal historic tax credit. Both of our keynote speakers are lead sponsors of the Historic Tax 
Credit Growth and Opportunity Act or HTC-GO Act in their respective chambers of Congress. As 
you might have guessed from that description, our keynote speakers were Sen. Bill Cassidy of 
Louisiana and Rep. Earl Blumenauer of Oregon.  

Their HTC-GO Act would increase the types of buildings eligible for rehabilitation, increase the 
rehabilitation credit for certain small projects, eliminate the basis adjustment for the historic tax 
credit so that it’s more on par with the low-income housing tax credit and the HTC-GO Act would 
relax rules regarding certain tax-exempt property. The House version of the HTC-GO Act would 
also allow the transfer of credits for certain small projects, but the Senate version does not include 
this allowance. 

Both Sen. Cassidy and Rep. Blumenauer spoke of the historic tax credit’s effectiveness in 
preserving historic buildings and boosting local economies. They also noted the bipartisan support 
for the HTC-GO Act. The Senate bill has 13 cosponsors, including six Republicans and seven 
Democrats. Six of the cosponsors are members of the tax-writing Finance Committee. The House 
version of the bill has 65 cosponsors, including 34 Democrats and 31 Republicans. Twelve of the 
cosponsors are members of the tax-writing Ways and Means Committee. Such strong bipartisan 
backing helped provisions of the HTC-GO Act get folded into the House infrastructure bill, H.R. 2 
also called the Moving Forward Act. 

During my Washington Report panel on Thursday morning continued on that discussion of historic 
tax credit legislation. Patrick Robertson of Confluence Government Relations and Merrill 
Hoopengardner of the National Trust Community Investment Corporation joined me on the panel. 
Together, we discussed potential vehicles for historic tax credit legislation this year or next year. 

Among potential vehicles are: A continuing resolution and fiscal year 2021 appropriations, a next 
phase of COVID-19 relief legislation, n infrastructure bill like H.R. 2 or a year-end tax bill. The main 
takeaway is that we are on the precipice of seeing significant historic tax credit legislation pushed 
through Congress, either during the lame-duck session this year or early next year. 

Now looking at some of the other conference panels, there was much discussion as to whether 
there is any slowdown in preservation activity due to COVID-19 and what kinds of historic tax credit 
developments are moving forward in 2020. Panelists did report seeing a slowdown in historic tax 
credit activity as the pandemic hit. As the National Parks Service and many state historic 
preservation offices transitioned to a work-from-home arrangement, there was an initial backlog of 
certification applications. However, this backlog seems to have generally decreased and people are 
now seeing more timely processing of their applications. 



Summary: September 29, 2020 
 

 

 

 
 

As for construction delays, the severity of those delays related to COVID-19 depends largely on 
local conditions. That includes such things as whether construction is allowed to continue, and if so, 
what additional restrictions or precautions have been put into place that might slow down 
construction work. Many projects that started construction before the pandemic are not likely to 
make their originally projected placed-in-service dates unfortunately because of these delays.  
Thankfully, the IRS in July issued an extension to satisfying the substantial rehabilitation test. 

That said, what types of projects are seeing the biggest negative impact due to the pandemic? 
Panelists agreed across the board that the sectors hit the hardest by COVID-19 are not so 
surprisingly: hospitality, entertainment and office space. These are all businesses that heavily 
depend on having people physically in buildings, which can be complicated in the era of social 
distancing. 

Exactly how badly these types of properties are affected varies, depending on location, market 
conditions and other factors. Developers who have properties in predevelopment might decide to 
stay in predevelopment until debt and equity markets improve. So we are seeing a bit of a 
slowdown in transaction flow. Even developments that are already in service and have received 
credits can be in danger of failing. In some cases, businesses have seen revenues drop to nearly 
zero. 

Now to look at the silver lining: There are certain developments still being done in 2020. Those are 
primarily multifamily affordable housing developments, which tend to have other capital sources in 
the capital stack. What are some adjustments being made because of the pandemic? In our final 
conference panel, Brian Goeken of the National Park Service told attendees that the NPS expects 
to begin using an electronic historic preservation certification application within the coming year. 

Currently, NPS submissions are hard copies. Because of COVID-19, some state historic 
preservation offices have begun to accept electronic submissions because they do not have 
physical access to their offices. In those cases, the state historic preservation offices complete their 
review of the electronic applications and the applicant then sends a hard copy version of the 
submission directly to the NPS. 

Brian said the NPS transition from hard copies to electronic submissions would be phased. He said 
to expect a process allowing a hybrid of hard copies and electronic submission to start. We’ll keep 
you updated as this change happens, since it obviously affects how you apply for NPS certification. 

Let me say thank you to all of our speakers, co-hosts, sponsors and attendees. If you registered for 
the conference, please remember that you have access to recordings of each session until Dec. 24. 
If you did not have a chance to register for the conference, you can purchase the conference 
recordings at www.novoco.com. Again, conference recordings will be available to view until Dec. 
24, whether you were a registered attendee or if you purchase the recording today.  

2021 DDAs, QCTs 

Now to talk about affordable housing news and something important to many of our tax credit 
developers. HUD published a notice in last Thursday’s Federal Register designating Difficult 
Development Areas and Qualified Census Tracts for 2021. Low-income housing tax credit 
properties located in DDAs and QCTs, are qualified to increase their eligible basis by 30 percent for 

http://www.novoco.com/
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new construction and rehabilitation costs. That increase can translate to a larger tax credit 
allocation, which means potentially more equity to fund financing gaps. 

The DDAs and QCTs announced last week are for low-income housing tax credit allocations next 
year, in 2021. Technically, they’re for any allocations made after Dec. 31, 2020. The DDAs and 
QCTs also apply to bond-financed properties where the bonds are issued and the properties are 
placed in service after Dec. 31, 2020. You can find 2021 QCTs and DDAs on Novogradac’s 
website. I’ll share that link, so you can see whether your planned property will be in a DDA or QCT 
in 2021. I’ll tweet out the link as well.  

If you are working on a project in an area that is losing its designation, you can take certain steps to 
preserve the basis boost. Those steps include submitting a complete application to your state 
allocating agency by Dec. 31, 2020. If you are in an area that is losing its designation or if you have 
questions about how these designations affect your low-income housing tax credit property, please 
contact my partner Thomas Stagg. I’ll share his contact information in today’s show notes. 

Thomas is working on a Notes from Novogradac blog post with more details on how you can 
preserve the basis boost. I’ll share a link to that blog post on Twitter once it’s posted. 
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OTHER NEWS 
In other news, Novogradac is proud to announce that our 2020 Multifamily Rental Housing 
Operating Expense Report will be released later this week. This is our special report that shares 
how operating expenses compare year to year and how the amount spent on various categories 
have changed over the past decade. The report is compiled by Novogradac’s valuation team. Our 
survey uses data from more than 1,500 properties. Those properties contain nearly 160,000 
apartment units. 

Understanding and projecting operating expenses is particularly significant for LIHTC and other rent 
restricted properties. Rent restricted properties tend to operate with tighter cash flow margins than 
their market-rate counterparts. Thus, understanding operating expense trends is crucial. Our 
Novogradac report compares operating expenses by the type of property, the size of the building, 
where it’s located and more. 

The big picture is that overall operating expenses increased 6.8 percent in 2019 compared to 2018. 
That 6.8 percent increase is the largest year-over-year increase in the 10 years that Novogradac 
has tracked and reported on these expenses. However, the driver of those expenses is the fact that 
rental revenue went up at even a greater pace.  

Because rental revenue went up at a greater pace, there was more cash available to fund deferred 
management fees and repairs and maintenance. The repairs and maintenance and management 
fee costs, they each went up more than 12 percent. By way of comparison, the increase from 2017 
to 2018 was only 2.4 percent. Over the last 10 years the compounded annual growth rate in 
operating expenses has been about 3 percent. There are many details and explanations for trends 
in the report. It’s a great resource. 

Our aim is to help property owners and managers make informed operating decisions by indicating 
whether the trends are long-term or are one-year outliers and the like, as well as to allow investors 
to understand what to expect in operating expense trends over time. I’ll share the link to the report 
in today’s show notes and tweet it out, too. 

Now, let’s turn to some exciting state-level news. This is good news. It’s great news for affordable 
housing in the Show-Me State. The Missouri Housing Development Commission has restarted its 
state low-income housing tax credit program, by issuing a notice of funding availability for the 
Missouri state low-income housing tax credit. 

This is the first time the state incentive has been funded since 2017 when the Missouri stopped 
matching federal low-income housing tax credit awards with state funds. Applications are due in a 
month, on Oct. 30. Please contact a partner in our St. Louis or Kansas City, Missouri, metro offices 
for assistance with your tax credit applications. Contact Mike Kressig, in particular, in St. Louis.  

I’ll include contact information for both of our Missouri offices in today’s show notes and tweet it out 
as well. 
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Related Resources 

Election Special Report 

Novogradac Special Report, “Blue Wave Effects: What a Democratic Sweep Could Mean for 

Affordable Housing, Community Development, Renewable Energy and Historic Preservation” 

 

HTC Conference 

Purchase recordings of the Novogradac 2020 Historic Tax Credit Virtual Conference 

 

2021 QCTs/DDAs 

HUD: Statutorily Mandated Designation of Difficult Development Areas and Qualified Census 

Tracts for 2021 

Contact Thomas Stagg 

 

Operating Expenses Report 

Novogradac Multifamily Rental Housing Operating Expense Report, 2020 Edition 

 

Missouri State LIHTC 

 Contact Novogradac’s St. Louis office 

 Contact Novogradac’s Kansas City, Mo., metro office 

 

LIHTC/Bond Conference 

Register for the Novogradac 2020 Credit and Bond Financing for Affordable Housing Virtual 

Conference 

https://www.novoco.com/products/blue-wave-effects-what-democratic-sweep-could-mean-affordable-housing-community-development-and
https://www.novoco.com/products/blue-wave-effects-what-democratic-sweep-could-mean-affordable-housing-community-development-and
https://www.novoco.com/training/on-demand/novogradac-2020-historic-tax-credit-virtual-conference-demand
https://www.novoco.com/sites/default/files/atoms/files/hud-lihtc-designation-dda-qct-for-2021-09232020.pdf
https://www.novoco.com/sites/default/files/atoms/files/hud-lihtc-designation-dda-qct-for-2021-09232020.pdf
mailto:Thomas.Stagg@novoco.com?subject=QCTS%20and%20DDAs
https://www.novoco.com/products/novogradac-multifamily-rental-housing-operating-expense-report-2020-edition-0
https://www.novoco.com/products/novogradac-multifamily-rental-housing-operating-expense-report-2020-edition-0
https://www.novoco.com/company/locations/st-louis-mo
https://www.novoco.com/company/locations/kansas-city-mo-metro
https://www.novoco.com/events/novogradac-2020-credit-and-bond-financing-affordable-housing-conference
https://www.novoco.com/events/novogradac-2020-credit-and-bond-financing-affordable-housing-conference

