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(Intro Music) 

 

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

You are listening to the Novogradac Report on Tax Credits, a 

weekly podcast dedicated to affordable housing, community 

development and renewable energy issues.  

To receive each week’s update automatically, I encourage you 

to subscribe to this podcast in iTunes. Instructions for subscribing 

through iTunes can be found at www.novoco.com slash podcast.  

Today is Tuesday, October 13th, 2009. This week I will 

discuss the new difficult development areas and qualified 

census tracts that the U.S. Department of Housing and Urban 

Development designated last week.  

Then I will review HR 3715, that’s the Community 

Restoration and Revitalization Act of 2009, which was recently 

introduced in Congress and includes enhancements to the 

federal historic tax credit. 

And last, I have an update on the timing of the 

announcement by the CDFI Fund of its 2009 NMTC allocation 

awardees.  
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But first, let’s begin with an important update on HUD’s 

“hold harmless” policy.  In the October 7 Federal Register, HUD 

issued a correction of a statistic that it released in its September 14 

notice. That notice requested comments from interested parties about 

HUD’s proposal to eliminate its hold harmless policy that’s used in 

calculating income limits for Section 8 housing. In the September 

notice, the agency stated that 99 percent of HUD assisted 

households were considered extremely low-income and therefore 

elimination of its hold harmless policy would have little effect on 

residents. Now, in the October 7 Federal Register, HUD reports that 

the correct figure for HUD assisted households at the extremely low-

income level is 75 percent. The agency does goes on to say that it 

believes the percentage of very low-income households, which is 95 

percent, is a more instructive statistic for determining how the 

elimination of its hold harmless policy would affect Section 8 

households.  

Last week’s notice also extends the comments due date until 

November 6, 2009.  

Additional information about the possible elimination of HUD’s 

hold harmless policy can be found in the Tax Credit Tuesday podcast 

of September 15. 

 

2 
www.novoco.com/podcast 

©Novogradac & Company LLP 2009 



Novogradac Report on Tax Credits 

Transcript: October 13, 2009 

On another front, I am happy to report that the Affordable 

Rental Housing A.C.T.I.O.N. campaign, that’s A-C-T-I-O-N for: A 

Call To Invest in Our Neighborhoods, has grown to more than 

100 organizations strong. This is a grassroots effort, focused on 

stimulating investment in affordable rental housing and led by a 

national coalition of cross-industry organizations. 

In an Action Alert, A.C.T.I.O.N is asking all of us to contact our 

congress members and urge them to support the groups’ consensus 

low-income housing tax credit proposals. The consensus measures 

include extending the housing credit exchange program, including 

expanding it to include 4 percent credits, increasing the housing 

credit carryback for up to 5 years, and permitting pass-through 

entities – namely LLCs, limited liability companies, and Subchapter S 

corporations –to use the housing credit program.  

To learn more about A.C.T.I.O.N., see a list of the supporting 

organizations, or to find your congressional contacts, go to 

www.rentalhousingaction.org.  

 
Now, I want to tell you about a new feature of our weekly 

podcasts  that’s the Tax Credit Calendar.  

This addition to our podcast will be a quick overview of 

upcoming events that are scheduled for the next week or two. We  
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have added this feature to give listeners a heads-up on hearings, 

meetings, conferences and other events that may be of interest.  

For example, this week the Housing Colorado NOW 

Conference will be held starting today, Tuesday, October 13th through 

Friday, October 16th in Breckenridge, Colorado. The Housing 

Colorado NOW! Conference is Colorado's premier affordable housing 

event. The 21st annual four-day conference will feature presentations 

from national experts, a Colorado legislative panel and over 30 

workshops on best practices and housing trends. I myself am headed 

to Colorado today to participate in this conference.   

Following that and beginning on Monday, October 19 and 

running through the 20th in Nashville, the Tennessee Housing 

Development Agency will host its 2009 Governor’s Housing Summit, 

which will address low-income housing tax credit, green building and 

other affordable housing issues. The summit takes place at the 

Nashville Airport Marriott. 

Then on Wednesday, October 21st, the CDFI Fund and Office 

of Thrift Supervision, or OTS, will co-sponsor a workshop for OTS 

supervised Minority Depository Institutions, or MDIs. The workshop 

will be held from 9 a.m. to 12 p.m. eastern time at the Sam Nunn 

Atlanta Federal Center in Atlanta, Georgia. It is a targeted outreach 

effort designed to increase the number of CDFI-certified MDIs that  
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apply for awards from the CDFI Fund in the fiscal year 2010 award 

rounds. The workshop will also inform currently CDFI-certified MDIs 

on ways to leverage their certification to increase their ability to 

provide financial products and services in underserved markets. In 

addition, the workshop will provide overview information regarding the 

New Markets Tax Credit Program and the Capital Magnet Fund.  

Those wishing to attend the MDI Workshop must register through the 

CDFI Fund’s on-line registration system. The registration period is 

currently open but will close this Friday, October 16.  

At the end of this week, on October 15 and 16, the Institute for 

Professional and Executive Development (IPED), is hosting a 

conference on Tax Credit Property Dispositions. The conference 

focuses on unlocking the value of tax credit properties at the end of 

year 15. I will be in Boston after my trip to Denver, to participate in 

this conference.   

Looking to next week, Novogradac & Company will hold its New 

Markets Tax Credit Investors Conference on October 22nd and 23rd in 

Chicago, Ill. This conference is a must attend event for new market 

tax credit professionals. One of the highlights of the event will be the 

announcement of the Second Annual Novogradac Community 

Development Foundation Awards. With over 260 conference 

participants, this conference will be unsurpassed in its networking  
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opportunities. It is not too late to register. Just call 415-356-8006 or 

go to the events section of novoco.com to register online. 

If you’d like to submit an event or meeting to be included in the 

Tax Credit Calendar, we invite you to send us an e-mail at cpas at 

novoco dot com. 

Now, let’s move on to a review of the recently released list 

of difficult development areas and qualified census tracts for the 

low-income housing tax credit program for next year, 2010. 

On October 6th, the U.S. Department of Housing and Urban 

Development or HUD designated difficult development areas, or 

DDAs, and qualified census tracts, or QCTs for 2010. These 

designations are applied to geographic areas for purposes of the low-

income housing tax credit, or the LIHTC. HUD makes new DDA 

designations annually. QCTs are designated periodically as new data 

become available; last week’s announcement marks the first 

designation of new QCTs since September 28th, 2006. 

Under the Gulf Opportunity Zone, or GO Zone, Act of 2005, the 

authorization for GO Zone DDAs expires on December 31st, 2010. 

Consequently, last week’s notice represents the last designation of 

GO Zone DDAs. 

As most of our listeners know, eligible basis for LIHTC  
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properties in DDAs or QCTs can be increased up to 130 percent from 

what it would otherwise be. This means that the available credits also 

can be increased by up to 30 percent. As such, the 9 percent credit 

becomes effectively an 11.7 percent credit.  

Developers should always be sure to review the DDAs as soon 

as they are released and learn what areas are in and what areas fell 

out.   

In this year’s 2010 designations the metro DDAs differed little 

from 2009. I note that 7 areas fell out and 8 areas were added. Some 

of the most notable deletions were in California. The Napa, Oakland-

Fremont, Sacramento, Santa Rosa and Stockton metro areas were 

all deleted from the list of designated DDAs. Florida, on the other 

hand, had the greatest number of metro areas added. The Orlanda-

Kissimmee, Palm Coast, Punta Gorda and Sarasota metro areas 

were all added to the list of DDAs for 2010.  

There were a greater number of changes in the list of non-

metropolitan DDAs. In total there were 104 additions and 76 

deletions.  Novogradac & Company has created a complete list of the 

added and deleted metro and non-metro DDAs. The list is available 

online at www.taxcredithousing.com. Go to the Facts & Figures 

menu, click on the button that says QCTs and DDAs.  

For those of you who have areas that are now in DDAs, you  
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should consider the impact that the additional eligible basis will have 

in making the project financially feasible. For those of you that have 

projects that fell out, you may want to talk to your state tax credit 

allocating agency about the timing of applying for tax credits. If you 

submit the application in 2009 then you may still be eligible for the 

higher boost even though your site will fall out in 2010. You may also 

want to discuss the ability of your area to qualify for the optional 30 

percent bonus authorized by the Housing and Economic Recovery 

Act of 2008.   

In the notice issued on October 6th, HUD describes the 

methodology for designating DDAs and QCTs. The notice also 

provides detailed guidance about the effective dates for the various 

designations. That guidance is followed by interpretive examples, to 

help illustrate how the effective dates should be applied.  

A copy of the notice can also be downloaded from 

www.taxcredithousing.com.  

Let’s turn now to a review of recently introduced legislation 

to enhance the federal historic tax credit.  

The Community Restoration and Revitalization Act of 2009 was 

introduced in Congress on October 1 and it would expand the federal 

rehabilitation tax credit, commonly referred to as the historic tax  
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credit, and provide greater incentive for the reuse of historic and older 

buildings. It would also encourage building owners to include energy 

saving in their rehabilitated buildings and enjoy graduated increases 

in the historic tax credit based on the level of efficiency they achieve.  

The proposed bill was developed by the National Trust for 

Historic Preservation, the Historic Tax Credit Coalition, the Natural 

Resources Defense Council and other historic tax credit 

stakeholders.  

Representatives Allyson Schwartz of Pennsylvania and Pat 

Tiberi of Ohio introduced H.R. 3715 in the House and Senators 

Blanche Lincoln of Arkansas and Olympia Snowe of Maine 

introduced the companion bill S. 1743 in the Senate.  

Both bills are redrafts of the Community Restoration and 

Revitalization Act that was introduced in the last Congress. 

The measure proposes eight amendments to the historic tax 

credit. Those amendments would: 

1. Provide an increase in the historic tax credit from 20 percent 

to 30 percent for small projects.  Small projects are those with up to 

$5 million in qualified rehabilitation expenditures.  

2. Permit the 10 percent non-historic credit for older buildings to 

be used for rehabilitating residential rental property, allowing the 

credit to be used to create housing in downtowns across the country. 

9 
www.novoco.com/podcast 

©Novogradac & Company LLP 2009 



Novogradac Report on Tax Credits 
Transcript: October 13, 2009 

 

3. Change the definition of “older building” to include any 

building “50 years or older.” A 50 years or older designation would 

reflect the criteria commonly used in preservation policy. Currently, 

buildings must have been placed in service before 1936.  

4. Allow tax-exempt tenants to occupy buildings that use the 

historic tax credits. Current tax-exempt use rules penalize community 

revitalization projects because they do not allow tax-exempt tenants. 

The proposal would help not-for-profits and tax-exempt entities use 

the tax credits on qualified not-for-profit and public historic buildings.  

5. Boost the historic tax credit an additional $2 to $5 per square 

foot depending on a range of energy savings starting at 30 percent 

and graduating up to 50 percent. Building owners could also receive 

a partial credit for at least a 25 percent base reduction in energy. The 

added incentive would be capped at 50 percent of the building’s total 

rehabilitation expenses. 

6. Allow the transfer of historic tax credits to another taxpayer 

for projects less than $5 million in qualified rehabilitation costs. This 

would allow owners without much income to sell the credits and use 

the proceeds to finance building renovations.  

7. Allow an owner to claim the historic tax credit if the 

rehabilitation cost exceeds 50 percent and not the current 100 

percent of the basis. Currently, rehabilitation expenditures must  

10 
www.novoco.com/podcast 

©Novogradac & Company LLP 2009 

http://www.novoco.com/podcast


Novogradac Report on Tax Credits 
Transcript: October 13, 2009 

 

exceed the greater of $5,000 or the full adjusted basis of the building 

and its structural components.  And finally, 

8. Specify that proceeds from the sale of state historic tax 

credits should not be considered income for federal income tax 

purposes.  

More than 40 representatives and senators are co-sponsoring 

the bi-partisan companion bills, which have been referred to their 

respective committees.  

In other proposals for the historic tax credit, Congressman Russ 

Carnahan of Missouri on September 29th introduced H.R. 3670, the 

Historic Homeowners Revitalization Act of 2009. This bill would allow 

homeowners to use federal historic tax credits to restore their historic 

homes. The bill creates a 20 percent federal tax credit of up to 

$60,000 for homeowners to rehabilitate historic structures. Taxpayers 

must make qualified rehabilitation expenditures during a two-year 

period that exceed more than $5,000 or the taxpayer’s basis in 

property and must use the home as their primary residence. The 

American Institute of Architects, Preservation Action, the National 

Trust for Historic Preservation and the National Conference of State 

Historic Preservation Officers have all endorsed the bill.  

H.R. 3670 has been referred to the House Committee on Ways 

and Means.  

11 
www.novoco.com/podcast 

©Novogradac & Company LLP 2009 



Novogradac Report on Tax Credits 
Transcript: October 13, 2009 

 

The full text of the Community Restoration and Revitalization 

Act and the Historic Homeowners Revitalization Act, as well as 

information about the bills’ progress, can be found at 

www.taxcredithousing.com. 

Our final topic for the week is an update on the 2009 new 

markets tax credit allocation timetable. We are still expecting the 

details of the 2009 NMTC allocations by the end of the month. 

Applications were due April 8 and 249 community development 

entities submitted applications for the $5 billion in allocation authority 

in this 7th round of allocations. This $5 billion includes an additional 

$1.5 billion authorized through the American Recovery and 

Reinvestment Act. In the first six allocation rounds, the CDFI Fund 

has awarded $19.5 billion in tax credit allocation authority. Stay tuned 

to our podcasts and web site for breaking news on the recipients of 

the 2009 New Markets Tax Credit program allocations. These 

forthcoming allocation awards will also be a Hot Topic at our NMTC 

Conference in Chicago next week. 

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

Please join me again next week when I will discuss HUD’s 

proposal to conform its regulations to a 2008 law that under Section 

42 bars, that right, bars the escrowing of equity from the sales of tax  
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credits. The proposal, which would affect low-income housing tax 

credits, historic tax credits and new markets tax credits, was released 

for public comment on October 9th.  A little background is in order 

here: in addition to providing more than $15 billion in tax incentives to 

boost the housing sector, the Housing and Economic Recovery Act of 

2008 included a provision that specifically prohibited the escrow 

requirement in HUD’s Federal Housing Administration multifamily 

mortgage insurance regulations. In order to ensure project completion 

and to cover service and carrying charges, and any legal or 

organizational expenses, HUD had put in place a requirement for 

escrowing Section 42 tax credit equity at the time a project is initially 

endorsed. Next week, I’ll talk more about the effect this bar has had 

on the building of new low-income housing tax credit projects and 

what the proposal could mean for the industry. 

Also on the agenda for next week’s podcast is the status of tax 

extenders legislation, the solar energy industry’s request for tax 

guidance on power purchase agreements and an update on 

conservation easements. 

We also review the recently released study by Ernst & Young.  

The survey outlines the corporate investment in the LIHTC market, 

current market conditions and investor motivations, and  
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analyzes potential investor responses to certain legislative proposals 

designed to stimulate investment activity. This report is expected to 

have a lot of impact on the consensus proposals. 

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

Thanks for listening.  

 

(outro music) 
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