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Michael J. Novogradac, CPA, shares information about a Federal Housing 

Administration pilot program that will speed up the processing of low-income 

housing tax credit transactions; summarizes a recent agreement reached over 

Montana’s qualified allocation plan; and discusses Louisiana Housing Finance 

Agency’s state housing needs assessment. Then he reviews a report from the 

Federal Reserve Bank of San Francisco about transit-oriented development. 

Next, he examines information from the Federal Energy Regulatory Commission 

about states’ energy generation and efficiency standards. And finally, he 

discusses a bill passed last week that could make New Jersey the 32nd state to 

offer a historic rehabilitation tax credit.   

 

Summaries of each topic:  

1. General Tax Credit News (2:17 – 4:34) Page 2 

2. Low-Income Housing Tax Credit News (4:35 – 11:17) Pages 3-5 

3. New Markets Tax Credit News (11:18 – 15:08) Pages 6-7 

4. Renewable Energy Tax Credit News (15:09 - 18:42) Pages 8-9 

5. Historic Tax Credit News (18:43 – 22:26) Pages 10-11 

 

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, 2010 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 e-mail to cpas@novoco.com.   
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GENERAL TAX CREDIT NEWS 
 
Congressional Update 

 Congress returns this week from the Thanksgiving recess.  
 On Tuesday, November 30, President Obama is meeting with 

congressional leaders in what some are calling the Slurpee Summit.  
 At the meeting, lawmakers are expected to discuss legislative matters for 

the lame duck session.  
 High on the list of action items will be the extension of the 2001/2003 Bush 

tax cuts.  
 I will tweet as news from the summit warrants.  
 Also today and tomorrow, the fiscal reform and deficit reduction 

commission will meet.  
 The deadline for their report is December 1, but it is not expected that the 

commission will be able to reach the agreement between 14 of its 18 
members that is required to issue the report.  

 Also today, extended unemployment insurance expires.  
 Furthermore, federal government funding in general expires on Friday, 

Dec. 3 unless the House and Senate pass—and the president signs—
appropriations bills for all federal agencies or another continuing 
resolution.  

 Beyond the 2001/2003 tax cuts, extenders legislation awaits, including  
an extension of the Section 1602 program and extension of the NMTC.  

 We’re also awaiting extension of the AMT patch, adjustments to the estate 
tax and an extension of the Section 1603 program.  

 I will provide an update on these items on Thursday, at Novogradac & 
Company’s Tax Credit Housing Finance Conference in Las Vegas, Nev.  

 I will also post updates on Twitter, so follow me at @Novogradac.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
FHA to Pilot LIHTC Fast Track Program  

 Multi Family Executive magazine reported on November 10 that the 
Federal Housing Administration will implement a pilot program that 
expedites the processing of tax credit transactions early next year.  

 The program will be modeled after the U.S. Department of Housing and 
Urban Development’s LEAN program for health care transactions, the 
Multi Family Executive article says. 

 The FHA will form regional tax credit execution teams which include an 
appraiser, underwriter and a credit person. This will streamline the debt 
financing process. 

 Initially, only 9 percent LIHTC transactions will be eligible for the program. 
The program will also only be available in certain markets and with certain 
lenders. 

 Chris Tawa, senior advisor in HUD’s office of multifamily housing 
programs, told MFE that the goal of the pilot program is to get staff out of 
the middle of transactions and move the transactions to a final closing 
quicker. 

 Tune in to future podcasts for more information about this new program.  
 
Montana Settlement 

 Our next piece of LIHTC news comes from Montana. 
 In September, Travois Inc., a housing and economic development 

financing firm that works with Native American communities, reached an 
agreement through mediation with three named Montana Board of 
Housing staff and the board chairperson. 

 The agreement released a 2008 lawsuit filed by Travois in response to 
what it saw as inequalities in the state’s qualified allocation plan. 

 Travois asserted that scoring for Native American applications was 
inconsistent and that a waiting period had a negative effect on Native 
American communities. 

 Before bringing its suit, Travois studied LIHTC applications submitted 
during the 2007 and 2008 funding rounds.  

 The company decided that scoring inconsistencies were a result of the 
subjective scoring of community support letters and a lower value placed 
on soft debt.  

 Additionally, Travois argued that the QAP’s requirement that a LIHTC 
property be successfully managed for one-year before a first-time 
developer could receive a second allocation of LIHTCs resulted in a three-
year no build period for tribes.  

 According to Gerald Watne, one of the Board of Housing staff members 
named in the suit, the state agency’s research indicated that 
developments on Indian Reservations are funded at a higher rate than off 
reservation properties. 
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 To resolve the litigation, however, the board of housing staff agreed to 
mediation. 

 As a result of the mediation session, the two parties agreed that the 
housing finance agency would hire an independent third-party professional 
to review the state’s QAP and make recommendations for improving the 
document, paying particular attention to tribal interests.  

 On September 17, the Board of Housing staff sent a memo to board 
members proposing that the Board of Housing amend the 2011 QAP to 
include a shorter waiting period and a fewer number of community support 
points. The memo encouraged the board to accept the changes. The 
Board of Housing will consider other changes for the 2012 QAP.  

 A more in-depth discussion of the case and the issues surrounding it can 
be found in December’s Journal of Tax Credits. 

 
Louisiana Housing Needs Assessment 

 In state affordable housing news, the Louisiana Housing Finance Agency 
last week released the results of a statewide housing needs assessment. 

 LHFA commissioned the study to determine Louisiana’s housing situation. 
 The report provides a summary of the rebuilding process post-hurricanes 

Katrina, Rita, Gustav and Ike. 
 The study quantified housing needs based on data published by the U.S. 

Department of Housing and Urban Development.  
 The study found: 

o An estimated 386,000 low-income households in Louisiana need 
affordable housing; 

o The overall percentage of low-income households with problems 
has risen from 27.9 percent to 29.8 percent since 2000. 

 On the tax credit front, researchers found that the state had deployed 
more than $2 billion in low-income housing tax credit value.  

o As of September, the state had: 
 4,068 LIHTC units that had not closed;  
 3,135 units that had closed; 
 4,606 units under construction; and  
 15,364 units placed in service. 

o The report showed that recently developed LIHTC properties were 
maintaining occupancy rates above 92 percent.  

 The study suggested the following goals for LHFA to best meet the state’s 
housing needs: 

o Invest in areas slated for significant job growth, particularly in rural 
areas with limited rental housing stock; 

o Promote new housing products that meet the needs of smaller 
households, nonfamily households and the growing elderly 
population; 
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o Target resources to areas where there is a documented housing 
need according to the most recent HUD survey data;  

o Use public-private partnerships and multiple funding sources to 
build projects that target extremely low income households;  

o Work with local communities to build affordable housing in blighted 
structures or lots; 

o Find the appropriate balance of homeownership and rentals; and 
o Track the performance of current housing markets and occupancy 

statistics in an ongoing manner. 
 The housing finance agency hopes that the study will help state and city 

officials move forward with housing production in areas where it is most 
needed. 

 LHFA also plans to use results of the study to gain support for legislation 
that would make the Gulf Opportunity Zone tax credits eligible for the 
Section 1603 tax credit exchange program.  

 The entire assessment, which includes case studies of successful LIHTC 
developments, can be found online at LHFA’s web site. 
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NEW MARKETS TAX CREDIT NEWS 
 
CDFIs and Transit-Oriented Development 

 In October, the Federal Reserve Bank of San Francisco published the 
report “CDFIs and Transit-Oriented Development.”  

 The report was prepared by the Center for Transit-Oriented Development 
and completed for the Low Income Investment Fund. 

 The report analyzes the involvement of Community Development 
Financial Institutions, or CDFIs, in transit-oriented developments and 
suggests ways that they can promote equitable development near transit. 

 The report says that while CDFIs have long provided services and other 
assistance to promote economic opportunities for low- and moderate-
income individuals, their investments in transit-oriented development have 
been limited.  

 Most CDFIs have provided capital and technical assistance to individual 
housing and mixed-use developments, but they can offer more in terms of 
technical experience, creative financing tools and advocacy.  

 The report finds that, in general: 
o CDFIs are involved in individual developments; 
o CDFIs target investments to low- and moderate-income 

communities, but miss opportunities to invest in affordable and 
mixed-income housing near transit in higher income 
neighborhoods; 

o Transit-oriented developments do not attract private investors 
because of the 10 to 20 year wait for a return on investments; 

o CDFIs have a difficult time financing infrastructure and amenities 
because of the financing tools available to them; and 

o CDFIs need to partner with community-based organizations and 
community development corporations, but in many neighborhoods 
they lack organizational capacity.  

 The report identifies four ways that CDFIs can increase their role in transit-
oriented development. It recommends that CDFIs: 

o Provide short-term unconventional financing for construction and 
rehabilitation/preservation of affordable housing properties; 

o Create additional regional structured funds to finance transit-
oriented development properties; 

o Engage with metropolitan planning organizations in regional transit-
oriented development planning; and 

o Inform federal policymaking in the following ways: 
 Establish a transit-oriented development requirement for 

low-income housing tax credit and new markets tax credit 
allocations; 

 Steer credit towards transit areas; and  
 Explore new federal financing sources for child care 

facilities.  
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 The report also identified areas for CDFIs to explore for future 
investments. 

 Provide financing to revenue-generating neighborhood 
infrastructure projects such as public parking garages and 
energy infrastructure; 

 Provide assistance to metropolitan planning organizations 
and/or local governments in developing sound underwriting 
standards to evaluate grants and loans to finance transit-
oriented development infrastructure and projects; 

 Advise metropolitan planning organizations in the formation 
of regional infrastructure banks and/or revolving loan funds 
for transit-oriented development infrastructure investments; 

 Disseminate best practices to educate public policy-makers 
about ways to include the human services, like quality early 
care, education and health care, as components of equitable 
transit-oriented development into their plans.  

 The Center for Transit Oriented Development considers the report to be a 
first step in increasing CDFIs involvement in transit-oriented development.  

 The entire report can be found at the New Markets Tax Credit Resource 
Center by clicking on Reports & Research under the Resources tab. 
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
FERC Issues Report on State Energy Standards 

 In October the Federal Energy Regulatory Commission released 
information about states’ energy generation and efficiency standards. 

 FERC found: 
o 32 states have energy efficiency resource standards, pending 

energy efficiency resource standards or energy efficiency goals.  
o Of those 32 states: 

 24 have energy efficiency resource standards: 
 20 of those states include their energy efficiency 

standards as part of their renewable portfolio 
standards or renewable energy goal.  

 15 of those states established or expanded their 
energy efficiency resource standards or energy 
efficiency goals between 2009 and 2010. 

 Four states had pending energy efficiency resources 
standards legislation pending as of early September and 

 Four other states had informal energy efficiency goals. 
o 29 states plus Washington, D.C. have renewable mandates. 

 16 of these states, plus Washington, D.C., have final targets 
of a more than 20 percent reduction in the amount of energy 
expended. 

o The report also included information about the growth of the solar 
photovoltaic and wind energy markets.  
 Annual solar additions rose to more than 100 megawatts in 

2006 after the investment tax credit was extended to solar 
projects by the Energy Policy Act of 2005. 

 In the past few years, there have been several federal solar 
incentives and policies that have encouraged production, 
including the extension of the solar investment tax credit to 
2016, the Section 1603 program and FERC’s position that 
distributed solar generation does not constitute wholesale 
energy sales. 

 States have also introduced financial incentives to 
encourage solar energy production:  

 24 states and Washington, D.C. offer direct cash 
incentives for solar; 

 21 states and Washington, D.C. have rebate 
programs; and 
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 132 utilities offer rebates for solar installations.  
 In 2009, five states and two municipal utilities created 

or enhanced feed-in tariffs.  
 42 states plus Washington, D.C. have net metering 

policies that allow customers to offset the electricity 
they purchase from the utility. 

 As for wind energy, the report notes that during the three 
times that the federal production tax credit has lapsed, wind 
energy production declined in subsequent years.  

 FERC also reports that the steady renewal of the 
production tax credit has led to foreign turbine, tower 
and component manufacturers opening U.S. facilities, 
with 30 facilities announced, 10 opened and 18 
existing facilities expanded in 2008.  

 The entire report can be found at the Renewable Energy Tax 
Credit Resource Center on the Research Center page under 
the Resources tab. 
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HISTORIC TAX CREDIT NEWS 
 
New Jersey’s A1851 

 In historic tax credit news, the New Jersey Heritage Development 
Coalition reports that the New Jersey Assembly has passed A1851, the 
Historic Property Reinvestment Act.  

 The bill passed by a vote of 60 to 13. 
 The Historic Property Reinvestment Act provides tax credits for the cost of 

rehabilitating historic properties in New Jersey.  
 The bill creates two tax credits for up to 25 percent of a taxpayer’s outlay 

for rehabilitating historic structures. 
o A homeowner tax credit is capped at $25,000 per property during a 

10-year period and applies against gross income tax liabilities. 
o A business tax credit is not capped and applies against the 

corporation business tax and insurance premiums tax liabilities. 
 The bill allows the taxpayer to sell the credit through a tax credit transfer 

certificate program that the bill directs the state historic preservation officer 
and the Director of the Division of Taxation in the Department of Treasury 
to establish.  

 To qualify for the tax credit, the property must meet certain qualifications: 
1. It must be individually listed or located in a district listed on the 

National Register of Historic Places, the New Jersey Register of 
Historic Places or designated by the Pinelands Commission as a 
historic resource of significance.  

2. It must be individually identified or located in a district composed of 
properties identified for protection as a significant resource in 
accordance with criteria established by the appropriate municipality 
and approved by the state historic preservation officer. 

3. A homeowner must occupy the property, expend no more than 60 
percent of the renovation costs on interior renovations and 
renovation costs must equal at least 50 percent of the assessed 
property value. 

4. A business must, during a selected 24-month or 60-month period, 
have eligible rehabilitation expenditures of the greater of $5,000 or 
the property’s adjusted basis.  

 Additionally, the A1851 provides that the cumulative amount of tax credits 
approved cannot exceed $15 million in fiscal year 2012; $25 million in 
fiscal year 2013; $40 million in fiscal year 2014; and $50 million in fiscal 
year 2015 and thereafter.  
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 The bill also says that at least 65 percent of the total monetary amount of 
credits awarded must be awarded to businesses and 25 percent awarded 
to homeowners.  

 By December 31, 2015, the state historic preservation officer must also 
submit a detailed report about the credits to the governor and the 
legislature.  

 The New Jersey’s Senate and governor must also approve the bill before 
it could become law. 

 The next step for the legislation is for the New Jersey Senate’s State 
Government, Tourism, Gaming and Historic Preservation Committee to 
hear the Senate’s companion bill, S659.  

 As of this recording, the Senate had not taken up the bill. 
 The entire text of A1851 and S659 can be found on the state legislation 

page at www.historictaxcredits.com. 

 


