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(Intro music) 

Hello, it’s Tax Credit Tuesday. I’m Michael Novogradac and you 

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

podcast focusing on affordable housing, community development and 

renewable energy. The Report on Tax Credits is presented each Tax 

Credit Tuesday by Novogradac & Company, a national accounting 

and consulting firm that specializes in these fields.  

Today marks a milestone as this is our 50th podcast and we are 

nearing nearly 10,000 downloads. We appreciate all the support of 

our listeners and encourage you to provide us feedback on how we 

can make these podcasts more useful to you.  

If you are a new listener and would like to browse a list of our 

previous discussions, there are links to our entire archive of audio 

and video podcasts online at www.novoco.com slash podcast. The 

Novogradac Report on Tax Credits is also available through iTunes. 

Listeners can download individual podcasts, or subscribe to receive 

each week’s discussion automatically through their iTunes. Simply go 

into iTunes and search Novogradac or search tax credits. There is 

also an option to recommend the podcast to a friend, and I encourage 

you to share it with any clients or colleagues who might be interested.  

 
Today is Tuesday, October 21st, 2008. This week we will 

discuss recent announcements by several state housing tax 
credit allocation agencies regarding adjustments they have 
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made in response to changes in the tax credit equity market and 
changes related to not-so-recently-passed Housing and 
Economic Recovery Act of 2008 and the more-recently-passed 
Emergency Economic Stabilization Act of 2008.  

We will also preview some of the panel discussions that 
will be presented at our New Markets Tax Credit Investors 
conference later this week.  

 
However, before we get to today’s scheduled discussion, 

we have lots of breaking news.  
Yesterday U.S. Treasury Deputy Secretary Robert Kimmitt and 

Community Development Financial Institutions Fund Director Donna 

Gambrell announced that 70 organizations have been selected to 

receive $3.5 billion in tax credit allocation authority for use in low-

income communities under the 2008 round of the New Markets Tax 

Credit, or the NMTC. In their announcement, Kimmitt and Gambrell 

highlighted the work of four local Washington, D.C. organizations 

receiving NMTCs and on how allocatees are serving rural low-income 

communities. 

The allocatees for the sixth round are headquartered in 29 

states and the District of Columbia, but anticipate serving all but four 

states. In the six rounds to date, the CDFI Fund has made 364 

awards totaling $19.5 billion in NMTC authority. A complete list of the 

organizations selected and additional information can be found on the 

CDFI Fund's web site. All the sixth round allocation information is 

also available on our web site at www.newmarketscredits.com.  
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To discuss the allocation awards in person with policymakers 

and community development experts, I encourage you to join me and 

the rest of those attending this Thursday and Friday at the New 

Markets Tax Credit Investors Conference in Boston. We’ll talk more 

about that conference in a moment.  

In a related announcement, the CDFI Fund yesterday also 

released a report on NMTC program and its results through 2007. 

The report titled, “The New Markets Tax Credit Program: Promoting 

Investment in Distressed Communities,” is based on data collected by 

the CDFI Fund between 2002 and 2007. The findings in the report 

indicate that, among other things, New Markets Tax Credit 

investments are being made in communities with significantly higher 

levels of distress than are minimally required under program rules. 

More than 75 percent of NMTC-financed projects were located in 

census tracts that met one or more of the Fund’s higher distress 

criteria.  

The report also indicates that there is a strong demand for tax 

credit allocations. The total amount requested by community 

development entities, or CDEs, since the program’s inception is more 

than eight times the amount of allocation authority available.  

A very encouraging finding in the report suggests that the 

NTMC program is tremendously cost effective. As the report shows, 

every $1 of federal tax revenue foregone as a result of the credit is 

estimated to induce more than $14 of investments in projects in low-

income communities. In addition, the CDFI Fund reports that CDEs 

have been successfully securing investor capital. Through 2007, 
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investors placed more than $9 billion into CDEs, or approximately 75 

percent of the $12.1 billion in allocation authority awarded in the first 

four allocation rounds.  

Another interesting finding of the report is that the NMTC 

program is fostering new investor relationships. The CDFI Fund says 

that more than 76 percent of NMTC investors were not affiliated with 

the CDEs in which they made an investment before they made the 

investments, and more than 61 percent of the dollars invested came 

from entities that had never before made an investment in the CDE. 

More information about the study and its findings will be 

presented in the November issue of the New Markets Tax Credit 

Report. To learn how to subscribe to this monthly report on the NMTC 

program, please visit www.novoco.com slash products.  

On the breaking news LIHTC front, the IRS last week 
announced in Revenue Procedure 2008-66 the inflation adjusted 
low-income housing tax credit, LIHTC, and private activity bond 
caps for 2009.   

For calendar year 2009, the state LIHTC cap increases a full 10 

cents from $2.20 per person in 2008 to $2.30 per person in 2009. The 

small state minimum increases 5 percent from $2,550, 000 to 

$2,665,000. The private activity bond volume cap increases from $85 

per person in 2008 to $90 in 2009. The smaller state minimum 

increases from about $262 million to about $273 million.  

The IRS also released last week the amount of National Pool 

credits that qualifying states can share in. Twenty eight states 

qualified for over 4 million in tax credits. Texas received the largest 
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allocation of additional LIHTCs with an award of over $500,000 in 

LIHTCs. See Revenue Procedure 2008-57 for more information on 

your state. You can find the Revenue Procedure on our web site.  

Finally, there’s been a lot of discussion for the last few days on 

a second economic stimulus package. To this end, on Wednesday, 

October 29th, the Ways and Means Committee under Chairman 

Charles Rangel is expected to hold a hearing on what tax provisions 

should be considered for inclusion in an economic recovery package. 

The affordable housing, new market tax credit, historic tax credit and 

renewable energy communities and many others all have their ideas 

as to ways in which their industry can assist in turning the economy 

around. Stay tuned, there’ll be more to come here.  

 

Now for our scheduled topics for this week, let’s first 
discuss recent news from housing tax credit allocating 
agencies.  

On October 15th, the Wisconsin Housing and Economic 

Development Authority, known as WHEDA, distributed a memo that 

provides information on its 2008 LIHTC allocation process relating to 

certain aspects of H.R. 1424, that is the recently passed Emergency 

Economic Stabilization Act of 2008.  

You may recall that included in H.R. 1424 is additional relief for 

the Midwestern Disaster Area, which includes several counties in 

Wisconsin that were declared major disaster areas due to the storms 

and flooding experienced this past summer. As a result, Wisconsin 

will receive an additional $8 per capita in low income housing tax 
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credits for the years 2008, 2009 and 2010 for the affected counties. 

WHEDA estimates that the additional credit authority for 2008 will be 

approximately $30 million.  

For the current 2008 cycle, WHEDA says it will contact all 

currently unfunded applicants and advise them of their award status. 

And at WHEDA’s discretion, applications that would affect a market 

unduly still may remain unfunded. In addition, the agency says, newly 

awarded applicants must submit their post award documents as well 

as a complete “Application Two” ( which is also known as a 

carryover) postmarked no later than December 1, 2008 because 

unused disaster relief credits cannot be carried forward to 2009.  

The memo also says that WHEDA will waive the $750,000 

credit cap for all 2008 applicants. The agency will also waive any 

points taken for capping credit, or points taken for credit-per-unit for 

2008 applicants.  

WHEDA says its staff is continuing to review the impact of 

these additional credits and other provisions of H.R. 1424 and 

particularly its impact for 2009 and 2010. The agency says it’s likely 

that the provisions of the legislation may precipitate amendments to 

the state’s 2009-2010 qualified allocation plan.  

Other state agencies are also making changes in response to 

another new law, H.R. 3221, the Housing and Economic Recovery 

Act. The Mississippi Home Corporation released a memo on October 

10th describing how it will handle requests for additional housing tax 

credit allocations available under H.R. 3221. In the memo, the agency 

describes the application process that developers or owners can use 
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to apply for additional housing tax credits for developments that are 

experiencing funding gaps due to a decreased purchase price, or 

developments that are experiencing hard cost overruns.  

Applicants must demonstrate a viable need for additional 

credits, and extra credits will not be considered for increased 

developer costs or other soft costs. Details about the process and 

documentation required are listed in the memo, which can be found 

online at www.taxcredithousing.com.  

On October 9th, the Kentucky Housing Corporation, or KHC, 

made a similar announcement. KHC amended its qualified allocation 

plan, or QAP, for 2008 to reflect changes following the recent signing 

of  H.R. 3221.  The agency accepted public comments and held a 

public hearing on Friday, October 17th.   

The changes made by the amendment include expanding the 

eligible basis related to the 130 percent rule, and the requirements 

related to community service facilities. In addition, KHC says it 

determined that it will use a portion of the housing credit increase for 

projects that were funded in 2007 and 2008 but are having difficulty 

closing with their equity provider. To increase the amount of tax 

credits to these projects, KHC is modifying the per-unit housing credit 

cap. A copy of the amendment can be found with Kentucky’s QAP 

online at www.taxcredithousing.com.  

In addition to changes made by recent legislation, state housing 

tax credit agencies have been making adjustments to their policies 

and guidelines to adjust to recent changes in the financial markets 

and most notably the decline in equity prices.  
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On October 2nd, the North Carolina Housing Finance Agency 

circulated a copy of a page that will appear in the second draft of its 

2009 QAP. The new provisions of the QAP are designed to assist 

developers when working with syndicators and investors on 2007 and 

2008 awards. The North Carolina agency says that those whose 

deals were funded in 2007 and 2008 will have an opportunity to 

return their credits for 2009 credits and potentially take advantage of 

the new state-determined basis boost. The 2007 deals will also be 

granted the advantage of the 9 percent tax credit floor provided by 

H.R. 3221.    

Also on October 2nd, the Georgia Department of Community 

Affairs shared an update with LIHTC applicants and other interested 

parties regarding its review of the 2008 applications. The agency 

says that the current economic situation will make the development of 

projects funded in 2008 difficult, while the need for affordable housing 

continues to grow. DCA says it will be reviewing recent legislative 

changes to ensure that the projects selected in its most recent 

funding round will be competitive for the decreasing pool of investors. 

Projects that have been selected for LIHTC awards will be assigned 

to a specific DCA staff member who will assist them in navigating the 

program changes that will be implemented immediately. Unlike in 

previous years, DCA says it will be requiring frequent reports on the 

status of the syndication of each allocation. If the agency determines 

that it is unlikely that a project can obtain a firm equity commitment 

this year, DCA will be asking that applicant to return the credits so 

that the next project on a waiting list can be funded. DCA announced 
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it will hold a forum on program changes but details on the date were 

not available at the time of this recording.   

The news we have discussed today relates to just some of 

many changes at the state housing agency level that are being made 

in response to recent tax legislation and a rapidly changing financial 

market and decreasing tax credit equity prices. Stay tuned to the 

Novogradac Report on Tax Credits as we follow these developments 

among the states very closely and we continue to bring you as much 

information as we can.  

I also encourage you to join affordable housing experts and 

policymakers and other developers in December for our Tax Credit 

Housing Finance Conference. This conference will be held in Las 

Vegas and will be an excellent opportunity to learn all the latest news 

and what the industry can expect in the months or year to come. One 

highlight of this conference will be our tax credit equity panel. We’re 

organizing a panel of investors who have dollars to invest and want to 

see more transactions.   

Now let’s move on to our second topic for today and 
consider what’s in store for this week’s New Markets Tax Credit 
Investors Conference.  

Hundreds of community development and new markets tax 

credit professionals will gather this week in Boston at the Boston 

Marriott for the Novogradac New Markets Tax Credit Investors 

Conference.  

As we discussed earlier, one of the main topics of the event will 

be yesterday’s big news about the sixth round of NMTC allcations. In 
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addition, the conference will provide an opportunity for participants to 

catch up on other industry news, like the extension of the new 

markets tax credit for another year and other potential legislation, and 

to strengthen business relationships as well as build new ones.  

Attendees can look forward to panel discussions led by industry 

experts who will discuss investment concerns, including procedures 

to ensure the maintenance of CDE status and qualified active low 

income community business status, smart monitoring practices and 

the diversity of NMTC investment opportunities. Attendees can also 

hear from experienced lenders and investors as to what they consider 

to be the critical aspects of a good deal, including forbearance, tax 

credit pricing and managing interest rates. Other topics on the 

agenda include a discussion on the leveraged transaction in today's 

changing and challenging debt market, as well as a case-study on 

how to pull together a successful NMTC transaction.  

Also on the agenda is the Novogradac Community 

Development Foundation's awards ceremony. The Foundation 

recognizes leadership and achievement in the new markets tax credit 

program, and will present at the luncheon on October 23 its awards to 

CDEs that have made exceptional qualified low income community 

investments that are truly changing distressed low income 

communities.  

If you haven’t registered for this week’s conference, it’s not too 

late. You can still sign up.  You can sign up for the event by going to 

www.novoco.com slash events or simply calling 415. 356.7970. I 

hope to see you there, but if you aren’t able to join us this week, there 
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will be another New Markets Tax Credit Conference in January. Stay 

tuned to the Tax Credit Tuesday podcast for details about that future 

event.  

 

Well, that brings us to the end of this week’s report.  
Please join us again next Tuesday when our topics will include 

a more detailed review of the recent round of NMTC awards to help 

give you a sense of any trends that might be developing in the NMTC 

award process. And we’ll discuss a check list of tax and accounting 

items that all LIHTC developers should be considering as we 

approach year-end.  

 

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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