
  
 
 
 
 
  March 28, 2014 
 
Mr. Mark J. Mazur 
Assistant Secretary (Tax Policy) 
Department of the Treasury 
1500 Pennsylvania Ave., NW 
Room 3120 
Washington, DC 20220 
 
 
Re: Temporary Relief for Buildings Earning 4% Credits Affected by Presidentially 
Declared Disasters 
  
Dear Mr. Mazur: 
 
We are writing this letter on behalf of the LIHTC Working Group.  The members of the 
LIHTC Working Group are participants in the low-income housing tax credit (“LIHTC”) 
industry who work together to help resolve technical LIHTC Program issues and provide 
recommendations to make the LIHTC Program even more efficient in delivering benefits 
to help build affordable housing.  Our group includes nonprofit and for profit developers, 
syndicators, investors, accountants and lawyers. We are writing this letter to request 
guidance for temporary relief for LIHTC projects earning 30% present value LIHTC (i.e., 
4% credits) through a tax-exempt bond issuance that suffer a casualty loss due to a 
presidentially declared disaster.  
  
In Revenue Procedure 2007-54, which superseded Revenue Procedure 95-28, Treasury 
provides temporary relief from certain requirements of Section 42 of the Internal 
Revenue Code (“IRC”) in major disaster areas declared by the President. The Robert T. 
Stafford Disaster Relief and Emergency Assistance Act authorizes the President to 
designate an area as a major disaster area when it is affected by a disaster that warrants 
assistance from the federal government.  
 
Revenue Procedure 2007-54 reiterates the relief from recapture provided by the IRC 
Section 42(j)(4)(e), which states that no credit recapture will apply under Section 42(j) to 
the extent the loss in qualified basis was due to a casualty loss and that loss was restored 
within a reasonable period of time. Furthermore, the Revenue Procedure provides 
additional relief from a loss of LIHTCs. To the extent the building is in a presidentially 
declared disaster area and the qualified basis was restored in a reasonable period of time 
not to exceed two years from the end of the year the area was declared a presidentially 
declared disaster area, not only will the building not face recapture, it will also not lose 
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any credits during the reasonable period of time, even though there was a reduction in 
qualified basis at the end of a tax year.   
 
In addition, Section 9 of Revenue Procedure 2007-54 provides relief for buildings in the 
first year of the credit period located in a major disaster area. Credit allocation agencies 
may treat the allocation of LIHTC as returned credits to the agency in accordance with 
Treasury Regulations 1.42-14(d)(3), or may toll the beginning of the first year of the 
credit period under IRC Section 42(f)(1) until the project is restored, as long as the tolling 
time period does not extend more than 24 months after the end of the calendar year in 
which the area is declared a major disaster area under the Stafford Act by the President. 
Qualified basis shall not be established until the building is restored, and LIHTCs shall 
not be claimed during the restoration of these first-year buildings.  
 
At first glance, Revenue Procedure 2007-54 seems to address all buildings earning 
LIHTCs. However, certain sections, such as Sections 5 and 6, only apply to 70% present 
value credits (i.e., 9% credits) as they explain relief procedures for carryover allocations. 
Carryover allocations are not applicable to buildings earning 4% credits by virtue of a 
tax-exempt bond issuance. In addition, Treasury Regulations 1.42-14(d)(3), which is 
referenced in Section 9 as explained above, contains procedures on returning credits that 
are subject to state housing credit ceilings, under which 4% credits received from a tax-
exempt bond issuance do not fall. Lastly, 4% credits received from a tax-exempt bond 
issuance are not explicitly nor implicitly referenced throughout the text of the Revenue 
Procedure. Therefore, it is unclear if Revenue Procedure 2007-54 is applicable to 4% 
credits received via a tax-exempt bond issuance.  
 
We request that Treasury add this issue to its Priority Guidance List and either clarify that 
Revenue Procedure 2007-54 applies to buildings earning 4% credits by virtue of a tax-
exempt bond issuance or issue new guidance for such buildings similar to what has been 
provided in Revenue Procedure 2007-54. We applaud the flexibility provided to 
presidentially declared disaster areas in Revenue Procedure 2007-54 and believe that this 
flexibility should be extended to all buildings earning LIHTCs, whether they earn 4% or 
9% credits.  Casualty losses can have a large financial effect on a building’s cash flow, 
which could send a building into foreclosure and risk the future of badly needed 
affordable rental housing.  We believe that protecting the affordable rental housing is in 
agreement with Congress’ intent when it created the LIHTC.   Therefore, we request that 
Treasury issue guidance in support of this belief.   
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Thank you in advance for your time and careful consideration of this issue. Clarifying 
that temporary relief is allowed for buildings with a tax-exempt bond issuance earning 
4% credits will allow the LIHTC Program to better provide affordable housing.  Please 
do not hesitate to contact us if you have any questions regarding our comments or if we 
can be of further assistance. 
 
 
THE LIHTC WORKING GROUP 
 
Very truly yours, 
NOVOGRADAC & COMPANY LLP   NOVOGRADAC & COMPANY LLP 
 

                           
 
by       by 
 Michael J. Novogradac Stacey Stewart 
 
 
 
cc: Paul F. Handleman 


