
Novogradac Report on Tax Credits 
Transcript: December 8, 2009 

 
 

1 
www.novoco.com/podcast 

©Novogradac & Company LLP 2009 

Total Word Count: 3247 

(Intro music) 

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

 

Today is Tuesday, December 8th, 2009.  
 
This week I will share the results of the Journal of Tax 

Credit Housing’s Developments of Distinction competition.   
These awards were created to honor outstanding achievement in 
the development of affordable rental tax credit housing. 

We announced the winners last week at the annual Las 
Vegas Novogradac Tax Credit Housing Finance Conference. 

 
This week I’ll also review a report that’ on the Recovery Act 

Job Creation. This job creation report was released a week ago, 
on November 30th,  by the Congressional Budget Office.  

 
I will wrap up this week’s podcast with an update on the 

latest legislative developments of interest to the housing, 
community development and renewable energy communities in 
the area of legislation. Included in this update is breaking news 
about the low-income housing tax credit cash grant exchange 
program.   
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It is, that’s right, it is part of the tax extenders legislation 
introduced by Ways & Means Chair Charlie Rangel.   

 
But first, I’d like to congratulate the winners of the 

Developments of Distinction Awards.   
The Developments of Distinction awards are sponsored by the 

Novogradac Journal of Tax Credit Housing and they honor 

outstanding achievement in the development of tax credit housing.  

The awards recognized low-income housing tax credit projects 

placed in service in 2008 or 2009 in three key categories:  

 Community Impact 

 Financial Innovation and 

 Overcoming Obstacles.  

The Community Impact award goes to the project that had the 

most positive impact on its community. This award recognizes that 

affordable housing tax credit developments make a contribution to the 

community well beyond the provision of affordable housing to those in 

need. 

The Financial Innovation award goes to the project that 

demonstrates notable financial innovation. The low-income housing 

tax credit is a financial innovation created back in 1986. This award 

recognizes the continuing need for affordable housing advocates to 

develop innovative financial structures that make affordable rental 

housing feasible.   
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The Overcoming Obstacles award goes to the project that 

overcomes the most significant obstacles. This award recognizes that 

developers of affordable rental housing face challenging and often 

moving obstacles as they seek to add to the affordable housing stock 

in their communities.  

The winners were honored at the first annual JTCH 

Developments of Distinction luncheon held in Las Vegas, Nevada. 

The award presentations were made before an audience of 

affordable housing professionals attending the Novogradac Tax 

Credit Housing Finance Conference. 

The Major Community Impact award went to the developers of 

Palmers Dock in Brooklyn, New York. They transformed a former 

garbage transfer station into affordable homes. Palmer’s Dock is the 

first affordable housing project developed under New York City’s 

Inclusionary Housing Program as part of the city's rezoning of the 

Williamsburg/Greenpoint waterfront. Palmers Dock represents a 

$39.3 million community investment that brought about 280 residents 

to the neighborhood. It provides working families, and individuals and 

families with special needs with large, affordable apartments. Eight of 

the complex’s units are set aside for individuals with developmental 

disabilities and an additional three are set aside for formerly 

homeless families from Brooklyn shelters.  

An honorable mention in this category went to Dudley Village.  

Dudley Village is a 50-unit multi-family LIHTC project in Boston. It’s in 

specifically Massachusetts’s Dorchester neighborhood. The project 
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replaced an infamous night club and filled a string of vacant lots. 

Dudley Village helped revitalize a previously blighted area of Boston. 

The Financial Innovation award went to South Carolina 07. It’s 

a portfolio of individual properties scattered throughout South 

Carolina. The project took 23 multifamily section 515 financed 

properties in the rural areas of 15 different counties across South 

Carolina and it bundled them into a single bond issue; transferred 

them to new ownership; and extended the low-income restrictions for 

30 years.  

 This highly complex $57.5 million deal involved the assumption 

and subordination of $23.5 million in existing USDA Rural 

Development Section 515 debt.  

The project saved 830, that’s right 830, affordable housing units 

deemed at risk of exiting the U.S. Department of Agriculture’s Rural 

Development Sec. 515 program. 

An honorable mention went to Hubbard Place, an historic nine 

story mid-rise with 230 apartment units along with ground floor retail 

and office spaces in Washington D.C.  

The financing package for Hubbard Place combined a large 

number of both public and private sector partners, the financing 

included:  

 structuring tax-exempt bonds with a “reverse” or “mirror” 

defeasance,  

 structuring the tax credit syndication with an interim loan by the 

syndicator, and  
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 using soft subordinate financing in exchange for agreements to 

extend the existing affordable housing commitment. 

The Overcoming Obstacles award went to Blue Ribbon Loft 

Apartments.  These are apartments that are 96 units of mixed-income 

with 69 low-income units. The project came to fruition after four years 

of attempts to revitalize a former Pabst Brewery, including 

overcoming extensive environmental hazards. 

An Honorable Mention went to Renaissance Preserve Senior 

Apartment Homes, located in Fort Myers, Fla. Proving that 

persistence pays, the project developers, which included the housing 

authority and Norstar Development USA, had submitted an 

application for a HOPE VI grant award for three consecutive years 

before winning the award in 2005. In 2007 the project was awarded 

the largest single State Apartment Incentive Loan ever made by the 

Florida Housing Finance Corporation.  

An honorable mention also went to Red Hawk Apartments 

located in St. George, Utah. Early in its development phase the Red 

Hawk Apartments were falsely identified as being on a FEMA 

floodplain. Several studies revealed this error and months later: they 

received FEMA clearance, they had to go through renegotiations, and 

they had to provide additional construction guarantees.  

But these were all obtained and the project did meet its placed-

in-service deadline. 

Judges for the awards were selected from the Novogradac 

Journal of Tax Credit Housing Advisory Board and included  
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 Tom Dixon of Boston Capital,  

 Richard Gerwitz of Citi Community Capital,  

 Rochelle Lento of Dykema Gossett PLLC,  

 Thomas Morton of Pillsbury Winthrop Shaw Pittman, and  

 Phil Melton of Grandbridge Real Estate Capital LLC. 

My congratulations again to the winners for their excellent 

developments. I also extend my personal thanks to our judges for 

their time and commitment to help identify the most outstanding low-

income housing tax credit projects from an extensive list of 

exceptional nominees. More information about this year’s winners 

can be found online at www.novoco.com.  

Moving on to our next topic for this week, let’s consider the 
Congressional Budget Office’s findings on the number of jobs 
created thus far by the Recovery Act.  

The non-partisan Congressional Budget Office, or CBO, 

released a report on November 30th estimating that between 600,000 

and 1.6 million more people were employed in the United States in 

the third quarter of 2009 as a result of the provisions of the Recovery 

Act. The CBO analysis is based on the number of jobs saved or 

created since February 2009 when the legislation was signed into 

law, as reported by direct recipients of stimulus funds, such as grant 

and loan recipients, employers and subcontractors. I will speak more 

in a moment about why the report cites such a wide range, a range of 

between 600,000 and 1.6 million.  
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First, a little background. Under the American Recovery and 

Reinvestment Act of 2009, most grant recipients, contractors, and 

subcontractors that have received Recovery Act funds are required to 

report the number of jobs that they have created or retained using 

that funding since the law’s enactment in February 2009. The law 

also requires CBO to comment on that reported number. Recipients 

report that about 640,000 jobs were created or retained with 

Recovery Act funding through September 2009.  

However, CBO says that the jobs reports from recipients do not 

provide a comprehensive estimate of the Recovery Act’s impact on 

employment in the United States.  The “true” jobs number may be 

higher or lower than that reported by the funding recipients.  The 

CBO notes at least five reasons for the lack of a comprehensive 

estimate.  

First, CBO says it is impossible to determine how many of the 

reported jobs would have existed in the absence of the stimulus 

package.  This factor could result in an overstatement of job creation.  

Second, the reports filed by recipients measure only the jobs 

created by employers who received Recovery Act funding directly or 

by their immediate subcontractors, not by lower-level subcontractors. 

This factor underestimates job creation. 

Third, the reports do not attempt to measure the number of jobs 

that may have been created or retained indirectly. Indirect job 

creation occurs as grant recipients and their employees increase their 
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consumption of goods and services. This factor understates job 

creation.  

Fourth, the recipients’ reports cover only certain appropriations 

made under the Recovery Act, which encompass only about one-

quarter of the total amount spent by the government or conveyed 

through tax reductions in the Act through September 2009. This 

factor also understates job creation. 

Fifth, and finally, the reports do not measure the effects of other 

provisions of the stimulus package, such as tax cuts and transfer 

payments to individuals. This factor also likely understates job 

creation. 

As such, CBO reported its own estimates of the Recovery Act’s 

overall impact on employment and economic output between 

February 2009 and September 2009. The CBO considers its 

estimates more comprehensive than the recipients’ reports. The CBO 

notes that its estimates are based on evidence from similar policies 

enacted in the past and various economic models.  

The CBO report also stated that real gross domestic product or 

GDP was 1.2 percent to 3.2 percent higher as a result of the 

Recovery Act.  

Senate Finance Committee Chairman Max Baucus of Montana 

expressed optimism following the release of the report. Chairman 

Baucus also said that the Finance Committee would continue to 

evaluate current stimulus programs and, this is the more important 
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part, move forward with additional jobs initiatives to bolster the 

American workforce.  

As we’ll discuss in more detail next week, the push to 
create jobs is growing daily. 

 Supporters of renewable energy tax credits, low-income 

housing tax credits, new markets tax credits and historic tax credits 

are focusing on how those programs spur job creation as part of their 

efforts to advance legislation that would enhance those tax credits. 

Tune in again next week to hear more about how the creation of jobs 

will be central to the success of several tax credit legislative efforts.  

Moving on to our legislative update, lawmakers in 
Washington, D.C. have been working on a number of measures 
of interest to the tax credit community. This is in addition to 
health care, which is so consuming right now, particularly in the 
Senate.  

On December 2nd, House Ways and Means Committee 

Chairman Charlie Rangel of New York and Ranking Member Dave 

Camp of Michigan introduced H.R. 4169, a bipartisan measure 

entitled the Tax Technical Corrections Act of 2009. This legislation 

responds to various inquiries from the public and government 

enforcement agencies with respect to the application of tax laws, and 

clarifies congressional intent of those laws. Ranking Member Camp 

said the proposed corrections are an attempt to fix errors that 

complicate compliance.  
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The proposed bill would make technical corrections to several 

tax laws, including renewable energy tax credit provisions. One 

technical correction would cure a technical drafting glitch that 

prevented certain partnerships involving tax-exempt entities from 

participating in the renewable energy tax credit cash grant exchange 

program. 

A copy of H.R. 4169 and a description of its provisions have 

been posted online at www.energytaxcredits.com. Reports indicate 

that Senate Finance Committee leaders are expected to introduce 

companion legislation.  

In related legislative news, I have updates on two 
measures related to renewable energy tax credits.  

On December 3rd, Senator Chuck Grassley of Iowa introduced 

the Clean Renewable Energy Advancement Tax Extension Jobs Act, 

That’s the Renewable Energy Advancement Tax Extension Jobs Act 

or known by its acronym - the CREATE Jobs Act. Senator Grassley is 

the ranking member of the Senate Finance Committee. His bill, S. 

2826, would extend through December 31, 2016 the tax credit for the 

production of electricity from wind and open-loop biomass.  

The measure also increases the amount of bond authority for 

new clean renewable energy bonds that are used to finance facilities 

that generate electricity from: 

  wind,  

  closed-loop biomass,  

  open-loop biomass,  
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  geothermal,  

  small irrigation,  

  hydropower,  

  landfill gas,  

  marine renewable, and  

  municipal trash combustion facilities.  

For all businesses, S. 2826 extends for one year the 50 percent 

first-year bonus depreciation allowance that is scheduled to expire at 

the end of this year. In a statement about the bill’s introduction, 

Senator Grassley says the provision is helpful to wind energy 

businesses for investment in turbines and related equipment 

Senator Grassley sponsored the first-ever wind energy tax 

credit provision, which was enacted in 1992. As chairman of the 

Senate Finance Committee in 2001 and 2005, his legislation 

significantly expanded and extended the production tax credit for 

wind energy. In addition to his work to extend and expand the wind 

energy production tax credit, Grassley also has successfully fought to 

keep the tax credit from being cut. In 2007 and 2008, he was part of 

the effort to restore the wind energy tax credit after it had been 

diminished in tax legislation passed by the House of Representatives. 

Senator Grassley introduced the CREATE Jobs Act on the day 

of the White House’s jobs summit. Senator Grassley’s green energy 

push last week was his third step urging job creation in light of the 

White House jobs summit. Earlier, Senator Grassley urged Congress 

and the President to enact tax relief for small businesses and to 
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implement pending trade agreements. I will discuss the jobs summit 

in more detail in next week’s podcast. 

Senator Grassley said quote “This tax relief for businesses that 

invest in 2010 will spur investment, and that will create badly needed 

jobs.” close quote  

 We also learned last week that Congressman Mike Michaud of 

Maine sent a letter to House leadership calling for an extension of the 

production tax credit for renewable energy at biomass facilities. The 

tax credit currently goes to facilities that produce electricity using 

open-loop biomass. Congressman Michaud introduced legislation, 

known as H.R. 622, earlier this year. That bill would expand and 

strengthen the production tax credit by increasing eligibility to facilities 

producing renewable biomass electricity that is used on-site. The bill 

currently has 61 bipartisan cosponsors.  

Congress is also set to consider any day now a measure to 
extend a number of expiring tax provisions.  

Reuters was reporting last week that House Majority Leader 

Steny Hoyer of Maryland predicted that tax extenders legislation 

would pass the House before its holiday recess this month.  

As noted at the beginning of this podcast, Congressman 

Charles Rangel, chair of the tax writing Ways and Means Committee 

in the House, has released text of the tax extenders bill. It is available 

online at www.taxcredithousing.com.    
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We do not have the time to enumerate all of the provisions 

contained in the tax extenders bill in this podcast. However, some 

provisions of particular interest to our listeners are as follows: 

The bill would extend certain Empowerment Zone and Renewal 

Communities designations for one year, through 2010. Businesses 

and individual residents within these areas as most of our listeners 

know, are eligible for special tax incentives.  

The bill would also extend for one year the new markets tax 

credit, at the $3.5 billion level. The bill does not provide unfortunately 

for the much sought after AMT offset nor the higher allocation 

authority of $5 billion. There will be continuing efforts to try to get both 

of those.  

The bill would extend for one year the increased rehabilitation 

credit for qualified expenditures in the Gulf Opportunity or GO Zone. 

The Gulf Opportunity or GO Zone Act of 2005 increased the 

rehabilitation credit from 10 percent to 13 percent of qualified 

expenditures for any qualified rehabilitated buildings other than a 

certified historic structure, and from 20 percent to 26 percent for 

qualified expenditures for certified historic structures.  
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On the LIHTC Credit Exchange front, the bill would extend for 

one year, through 2010, the LIHTC credit exchange program. This 

program allows state housing agencies to elect to receive a payment 

in lieu of a portion of the state’s allocation of low-income housing tax 

credits. Unfortunately, as drafted, the exchange would only apply to 9 

percent credits. It would not apply to tax-exempt bond 4 percent 

credits.  

The LIHTC credit exchange provision is estimated to cost 

approximately $471 million. Initially, there was surprise at the cost, as 

the initial credit exchange provision, enacted as part of the Recovery 

Act earlier this year, was estimate to cost $69 million. However, the 

$69 million dollar cost for the initial credit exchange provision was for 

11 years. The cost estimate for the one year extension is for a 10 

year period.  The comparable eleven year cost for the exchange is 

actually a net revenue raiser of $52 million. Send an e-mail to 

cpas@novoco.com if you would like to have details on the 

comparative cost estimates. 

The extenders bill would be paid for, in large part, by the 

taxation of carried interests as ordinary income.  
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Specifically, the bill would require that investment fund 

managers pay ordinary income tax rates on investment management 

services income received as carried interests in an investment fund.  

The proposal is consistent with the proposal to change the tax 

treatment of carried interest that is included in President Obama’s 

fiscal year 2010 budget. This provision has previously passed the 

House of Representatives on two occasions. 

This proposal is estimated to raise $24.6 billion over 10 years. 

To follow the progress of these bills, stay tuned to our updates 

at novoco.com and on Twitter.  

Now it’s time for this week’s Project Profile segment.  
On December 2nd, the Goldman Sachs Urban Investment 

Group announced an investment of $61 million in the New York 

Equity Fund.   

The New York Equity Fund is a joint venture between: 

  the Department of Housing Preservation and 

Development, or HPD,  

  Enterprise Community Investment, and  

  the Local Initiatives Support Corporation, or LISC.  

For the past 20 years, the fund has invested $1.6 billion and 

created 24,000 homes for residents earning less than 60 percent of 

the area median income. Goldman Sachs’ investment represents the 

largest single investment in the fund’s history.   
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The $61 million investment will support the preservation of 568 

affordable rental homes for low-income New Yorkers in Harlem, 

Brooklyn and the Bronx.  

Charlie Werhane, president and CEO of Enterprise Community 

Investment, said quote: “Enterprise applauds Goldman Sachs’ 

significant investment in affordable housing through its participation in 

the New York Equity Fund. We are proud to partner with Goldman 

Sachs, LISC and the city of New York on this incredibly effective 

program.” close quote.  

Well, that brings me to the end of this week’s report.   
Please join me again next week when I will discuss the latest 

tax credit news, including a recent announcement that the 

presidential task force on tax policy will delay its report of 

recommendations for tax reform that was originally scheduled for 

release on December 4th. 

I will also share any notable developments from the President’s 

jobs summit last week. Various tax credit proposals have been put 

forth to spur job creation and it will be interesting to see if the job 

summit helps any of them gain traction in Washington.  

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 
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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. 

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.  

 


