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(Intro music) 

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

is the Novogradac Report on Tax Credits. This podcast is brought to 

you each week by Novogradac & Company, a national accounting, 

consulting and valuation firm. To learn more about our professional 

services or to review previous podcasts via our online archive, check 

us out on the web at www.novoco.com.   

Today is Tuesday, November 25th, 2008 and this week we 
have the results of our informal survey to assess how many 
2008 tax credit allocations have been returned by developers.  
We will also preview some of the key panels planned for our 
upcoming LIHTC conferences in Las Vegas and in Miami.  

But first, we have breaking news about the status of 
another economic stimulus bill in Washington, D.C. 

House Speaker Nancy Pelosi said last week that Democrats 

will spend time in December putting together an economic recovery 

package that will be taken up when the 111th Congress convenes in 

January. She said the focus for the new Congress’s first week will be 

to introduce a strong recovery package.  BNA is also reporting that  

Speaker Pelosi has confirmed that tax cuts will be part of this 

economic stimulus package.  According to BNA, Speaker Pelosi said, 

quote: 



Novogradac Report on Tax Credits 
Transcript: November 25, 2008 

 

2 
www.novoco.com/podcast 

©Novogradac & Company LLP 2008 

"We're working on … building on our $61 billion package, but having 
something much bigger than that and also having a revenue side of it, 
some tax cut side of it." close quote 

Last week, many analysts were predicting an overall stimulus 

bill of as much as $300 billion. However, on Sunday, Sen. Charles 

Schumer, democrat from New York, said that he thinks the economic 

stimulus package should be between $500 billion and $700 billion. 

 

In an interview with ABC's "This Week," Schumer said, and I quote, "I 

believe we need a pretty big package here." He added and I quote, "I 

think it has to be deep. In my view, it has to be between $500 and 

$700 billion, and that's because our economy is in serious, serious 

trouble." He also said and I quote "It's a little like having a new New 

Deal, but you have to do it before the Depression, not after."  

Senator Schumer said also that Congress was working on 

getting the economic package to President-elect Barack Obama by 

Inauguration Day. 

In the coming weeks, the Affordable Housing Tax Credit Coalition will 

continue working with Speaker Pelosi, Ways and Means Committee 

Chairman Charlie Rangel, Senate Majority Leader Harry Reid and 

Finance Chairman Max Baucus to secure a place in the economic 

recovery package for LIHTC proposals. As we discussed in our 

November 11th podcast, the coalition has encouraged the inclusion of 

a tax title which could include three key changes to the low-income 

housing tax credit.  
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First, the Coalition recommends temporarily reducing the credit 

period from 10 to five years. Second, the group suggests permitting 

the carryback of the housing credit for up to five years and allowing 

these carried back credits to offset Alternative Minimum Tax. And 

third, the Coalition supports allowing housing credit allocating 

agencies an additional year to make housing credit allocations before 

having to return unused housing credits to the “national pool.” 

On the new markets tax credit front, the NMTC Coalition will 

continue to push members of Congress to include an extra $3 billion 

in NMTC allocations. An extra $1.5 billion for 2008 applicants and 

$1.5 billion more for this upcoming NMTC allocation round. 

We will keep you updated in future podcasts as negotiations on 

the forthcoming stimulus legislation progresses. 

 
Now, let’s consider the results of an informal survey we 

conducted last week of state housing tax credit allocating 
agencies regarding the expected mini trend of developers 
returning LIHTC reservations.  

There has been a lot of discussion lately about growing 

speculation that affordable housing developers are and will continue 

returning tax credits to their state allocating agency. Current market 

conditions — specifically lower tax credit equity prices — have made 

a significant number of projects financially unfeasible. The belief by 

many is that developers are being forced to return low-income 

housing tax credits to their state agency so they can re-apply later for 

a larger reservation in the next round.  
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To gauge the current reality of this speculation, we conducted 

an informal survey of some of the largest state tax credit allocating 

agencies. The results are varied but there are some common themes 

as state tax credit allocating agencies attempt to work collaboratively 

with developers while still ensuring the most efficient use of their 

volume cap.  

In California, where 74 projects received tax credit allocations in 

2008, 12 developers had returned their LIHTCs to the California Tax 

Credit Allocation Committee at the time of this recording. There’s still 

a possibility that additional credits may be returned as deadlines 

approach such as the carryover allocation deadline and the 150-day 

readiness deadline for loan closings. TCAC has invited input from tax 

credit stakeholders on the merits of holding a single funding round, 

rather than two, in 2009. The committee reported last week that 

several parties had expressed concerns about TCAC conducting a 

first round competition in 2009 during a time of such great uncertainty 

in the tax credit investment market. To gauge the extent of this 

concern, the committee created a poll that interested persons can 

complete online through noon tomorrow, November 26th. To 

participate in the survey, please go to www.treasurer.ca.gov/CTCAC/ 

and click on the link called “Important Survey.”  

Of the 12 projects that returned their credits so far in California, 

5 were from the first allocation round and 7 were awarded credits in 

the second round of 2008. The returned LIHTCs will be used to fund 

new, additional affordable housing properties.  
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In contrast, housing tax credits returned in Texas may be used 

to help fill financing gaps in existing deals that need more credits to 

be feasible. Since July 31, more than $9.2 million in LIHTCs have 

been returned to the Texas Department of Housing and Community 

Affairs. Of that, $6.9 million of the credits were returned from 

allocations made during the 2008 award cycle. In short, TDHCA’s 

policy is to give every existing deal every possible attempt to become 

financially feasible.  

 

TDHCA decided at its November 13th board meeting to re-

underwrite ALL 2007 and 2008 projects, including 28 projects from 

2007 that had not closed with an investor. This decision means that 

the agency will allocate additional tax credits to all 2007 and 2008 

applications allowing for adjustments in credit pricing, an increase to 

the full nine percent applicable percentage and a 10 percent increase 

in direct construction cost and site work. In addition, TDHCA granted 

amnesty from its point penalty for returning credits after carryover. 

This penalty, which effectively eliminates developers from doing 

business for 2 years, was historically intended to encourage 

developers to return credits early. The board extended amnesty 

through January 2009 to allow all applicants the ability to return 

credits if their deal isn't feasible. 

Some of the developers that returned their reservations 

expressed the desire to be re-evaluated using the 9 percent 

applicable rate and 10 percent increase in construction costs. The 

board will consider at its December meeting re-instating these deals 
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and giving them 2009 additional credits. It is expected that some 

projects will be able to continue after re-evaluation while others will 

not.  

In New York, no housing tax credits had been returned at the 

time of this recording, but the state allocating agency indicated last 

week that if LIHTCs are returned they will be used to help older deals 

and fund additional developments. The New York Division of Housing 

and Community Renewal, DHCR, and the New York State Housing 

Trust Fund Corporation, or HTFC, announced this month that they 

will consider requests for additional tax credit and/or subsidy 

financing to address the loss of tax credit equity attributable to market 

conditions beyond the control of project awardees. DHCR and HTFC 

say they will seek to work collaboratively with awardees and other 

partners to enable projects to move forward to completion. As in 

Texas, authorities in New York have announced they will look to 

certain provisions of the federal Housing and Economic Recovery Act 

of 2008 to provide relief, including allocating credits provided by the 

10 percent increase in the state's tax credit allocation cap for 2008 

and 2009, the 9 percent applicable rate, and the authority to award up 

to a 30 percent boost to buildings the state may determine needs the 

boost to be economically feasible.  

In Ohio, the state agency has also used the extra credits 

provided by the temporary cap increase to fund projects that were 

awarded 2008 reservations. The state allocating agency indicated 

that if it does receive any returned credits it will try to allocate these 

returned to new properties.  
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Some states have not yet received returned LIHTC 

reservations, but nonetheless are preparing a response in case they 

do. For example, in Illinois, none of the 30 projects that won housing 

tax credit allocations this year have returned their reservations, but 

the state housing agency reports that it is forward committing some 

2009 credits in anticipation of some being returned. Any housing tax 

credits that are returned will be allocated in 2009. The agency also 

indicated that it expects some 2007 credits may be returned next 

year. 

This trend is not limited to the largest states. The board of 

commissioners of the South Carolina State Housing Finance and 

Development Authority, decided in late October to extend the 

deadline for the return of 2008 allocations from November 17th to July 

1st, 2009. The decision was made in light of the continuing turmoil in 

the LIHTC market and a general challenge in finding buyers for the 

credits. As a result of this extension, recipients of 2008 LIHTC 

allocations will be allowed to return their credits to the authority until 

July 1st, 2009 without penalty and the agencies staff will allocate any 

unused credits in the 2009 allocation cycle. 

In the Gulf Coast region, the current financial crunch is 

compounding an already difficult development scenario that existed in 

the wake of natural disasters. In Mississippi, the state housing 

agency has had 2 of the 11 projects that were awarded LIHTCs in 

2008 return their credits. Those returned credits were reallocated to 

older projects during a special mini-application cycle. Mississippi 

Home Corporation also had a special call for returned credits for 
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2006-2008 credits and GO Zone tax credits. During that period, six 

projects returned a total of $5.2 million in housing tax credits.  

In Alabama, out of 36 projects that were awarded GO Zone tax 

credits this year, 3 have returned their reservations. The state agency 

has reallocated some of the credits and will allocate the rest to 

additional GO Zone properties if feasible or give additional credits to 

old properties.  

 The Louisiana Housing Finance Agency’s board of 

commissioners also announced the recapture and reallocation of 

more than $18 million dollars in GO Zone and per capita tax credits 

earlier this month. The November 12th announcement was the 

culmination of several months’ of work between affordable housing 

developers and staff of the Louisiana Housing Finance Agency.  

Because of federally imposed deadlines for the use of the GO Zone 

tax credits and the substantial downturn in the global credit market, 

developers that weren’t able to provide the documentation of their 

closings were informed that their previously awarded tax credits 

would be taken back and reallocated to new projects that were 

deemed feasible and viable.  

The new projects that received the recaptured tax credits 

represent the development of approximately 2,800 units statewide. 

Approximately $18 million dollars in tax credits were recaptured and 

combined with previously returned and unallocated tax credits for a 

total of roughly $31.3 million dollars. The new developments were 

evaluated and scored by the LHFA staff based upon the agency’s 

qualified allocation plan and the provisions of a “Lightning Round.”   
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The Louisiana Housing Finance Agency’s president, Milton 

Bailey, said quote “Unfortunately, natural and financial disasters have 

required that we make sure our resources are allocated in the most 

efficient way possible. While today’s actions mean that some 

previously planned developments may not come to fruition in the near 

future, it also means that more stable and financially ready 

developments will become a reality very soon.” 

Like the projects that returned their tax credits in many other 

states, projects that had their tax credits recaptured in Louisiana last 

month will be eligible to apply for tax credits again in subsequent 

funding rounds. 

The last state we looked at was North Carolina. In North 

Carolina, so far, none of the 2008 awards have been returned, 

however, they we did not announce awards until August so returns 

are still possible. North Carolina also has a unique set of rules.  

Owners of projects allocated in 2008 may return their allocation 

in exchange for an award of the same amount in 2009. Owners of 

projects outside of QCTs and DDAs may apply for a boost in eligible 

basis of up to 30 percent as determined by the agency.   

Owners of projects allocated credits in 2007 also may return 

their allocation in exchange for an award of the same amount in 2009 
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and they may apply for additional tax credits reflecting: the tax credit 

rate minimum of 9 percent and  a boost in eligible basis of up to 30 

percent as determined by the agency (again for projects outside of 

QCTs/DDAs).  

These awards will be non-competitive. Increased allocations 

will not be automatic but instead based on feasibility. The deadline to 

request the above is next Monday, December 1st, 2008. The agency 

expects to announce exchange awards between January and March 

next year.  

For those of you considering whether or not you should be 

returning your credits, I’d encourage you to contact one of my 

partners. You can contact Jim Kroger in San Francisco or contact 

Charlie Rhuda in Boston, or contact George Littlejohn in Austin, 

Texas. We also suggest you consider attending one of our upcoming 

conferences.  

Considering how quickly market conditions are shifting 

some of the panel discussions on tap for our upcoming LIHTC 

conferences will provide some much needed insight for 

developers of affordable housing.  
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Next week we’ll be in Las Vegas where my partner Mike 

Morrison will chair the Tax Credit Financing Conference. We’ll 

present debt and equity panels and they will be filled with tax credit 

investors and lenders who want to underwrite new transactions and 

want to see new tax credit developments.  

My partner Rob Thesman will moderate a panel discussion 

about the state of the equity market and the questions that loom large 

on industry professionals’ minds as we face 2009. Panelists will 

discuss what how developers can structure their developments to 

achieve maximum investor interest. They will also evaluate whether 

the changes enacted by the Housing and Economic Recovery Act of 

2008 will provide the desired results for the LIHTC program. We also 

are presenting a panel discussion next week in Las Vegas about the 

liquidity shortage that resulted from the sub-prime mortgage crisis 

and the impacts that the tightening of credit standards have had on 

underwriting. Many private placement lenders have either left the 

affordable housing field or increased their rates by 100 to 125 basis 

points. Experts on these two panels will discuss who in today’s 

market are active investors, and they’ll also discuss the importance of 

underwriting in closing deals in a contracted market, and they’ll 

discuss a number of other factors that will affect the feasibility of low-

income housing tax credit projects.  

Then, on January 8th and 9th we’ll bring the conference to the 

East Coast where my partner Susan Wilson will chair the 15th Annual 

Tax Credit Developers Conference in Miami. As our developer clients 

continue to face challenges in getting investor and lender interest 



Novogradac Report on Tax Credits 
Transcript: November 25, 2008 

 

12 
www.novoco.com/podcast 

©Novogradac & Company LLP 2008 

regarding their tax credit developments, everyone is very aware that 

the market is in a state of constant flux. We’ve planned a panel 

discussion that will look into the erratic tax credit market. Despite 

falling prices and extensive caution, we’ve found investors who are 

looking for deals. They will be joined by developers in Miami to 

provide insight into how demand is affecting the market and how that 

demand varies by region. Investors will also speak to how they are 

responding to current market conditions and how they are adjusting 

their outlook and strategies.  

To learn more about our conferences, please visit our web site 

at www.novoco.com.  

Before we conclude this week’s podcast, please note that 
the Tax Credit Tuesday podcast will be on hiatus next week 
following the Thanksgiving holiday. We will resume the Report 
on Tax Credits on Tuesday, December 9th. 

This is Michael Novogradac and I’ll be back in two weeks. 

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. 

 

© Novogradac & Company LLP, 2009 All rights reserved. 
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