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In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac, CPA, begins with the 

general section, where he talks about the appointment of California Democrat Judy Chu to the 

House Ways and Means Committee. He also provides an update on when there might be tax 

reform. In low-income housing tax credit news, he has two announcements from the California 

Tax Credit Allocation Committee. One is an update to the state’s proposed hybrid 9 percent-4 

percent low-income housing tax credit. The other announcement is a reminder about the tenant 

demographic data collection deadline for all low-income housing tax credit properties in 

California. In new markets tax credit news, he discusses updates to the CDFI Fund’s new 

markets tax credit certification, compliance monitoring and evaluation FAQs. He also shares 

some highlights from the CDFI Fund’s fiscal year 2016 in review. He closes out with the historic 

tax credit section, where he discusses Virginia bill S.B. 1034, legislation that could create a cap 

on the amount of state historic tax credit that taxpayers can claim per year. 

 
 
 
 
Summaries of each topic:  
 

1. General News (03:41 – 06:06) Page 2 

2. Low-Income Housing Tax Credits (06:07 – 10:55) Pages 3 – 4   

3. New Markets Tax Credits (10:56 – 14:50) Pages 5 – 6   

4. Historic Tax Credits (14:51 – 16:25) Page 7 

 

 

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 adviser.  
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GENERAL NEWS 

Chu Ways and Means 

 In general news, the House Ways and Means Committee announced a new member last 
week: Democratic Rep. Judy Chu of California. 

 Chu was tapped to fill the seat left by former Rep. Xavier Becerra, also a California 
Democrat. 

 As I mentioned in a previous podcast, Becerra left Washington to become California’s 
attorney general. 

 As a member of the House tax-writing committee, Chu will have a chance to influence tax 
reform. 

Tax Reform Timeline 

 Speaking of tax reform, it’s been widely reported through a variety of sources that 
President Donald Trump said last week that he would make an announcement on taxes in 
the next few weeks. 

 That next few weeks timeframe is much sooner than many had expected to see guidance 
from the White House. 

 Trump said, and I quote, “We’re way ahead of schedule, I believe, and we’re going to be 
announcing something, I would say, over the next two or three weeks that will be 
phenomenal in terms of tax.” Close quote. 

 White House spokesman Sean Spicer said that announcement will be a comprehensive 
plan that addresses corporate and individual taxes. 

 It goes without saying that even if the White House releases a tax plan, it would likely take 
months or even longer for comprehensive tax reform to be finalized. 

 One key question is going to be how detailed is the White House plan. 
o We’re not expecting it to be all that detailed.  

 Furthermore, House Republicans have said that their first priority is to repeal the 
Affordable Care Act before delving into tax reform. 

 Republicans have yet to craft a replacement plan for the Affordable Care Act, and so, 
they’re not likely to get around to seriously addressing tax reform until this summer. 

 Still, Ways and Means Chairman Kevin Brady told Bloomberg BNA last week that he and 
Speaker Paul Ryan do expect to pass a tax reform bill in 2017. 

 Brady also announced last week his intention to release his tax reform legislation “in the 
first half of the year.” 

 Meanwhile, I will share details of the Trump tax plan with you as soon as they’re available. 

 You can always follow me on Twitter for the latest updates. 

 My handle is @Novogradac. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 

California Hybrid Proposal 

 In affordable housing news, the California Tax Credit Allocation Committee, or TCAC, last 
week changed a proposal that it had made a few weeks ago. 

 Later, it made a few more slight changes to the proposal. 

 You’ll remember we talked about a hybrid 9 percent and 4 percent low-income housing tax 
credit (LIHTC) structure in a prior podcast. 

 This proposal was in reaction to the disruption in the LIHTC equity market that is making it 
difficult for some transactions to close. 

 TCAC proposed an option of a hybrid structure for 2016 awardees of LIHTCs. 

 Then, last week’s letter from TCAC said that there was insufficient time left to restructure 
deals for the few first-round awardees that hadn’t yet closed. 

 So the committee instead proposed using the hybrid structure for only 2016 second-round 
awardees. 

 A few days later, it reconsidered and TCAC opened the option of this hybrid structure to 
any first-round awardees whose developments have not yet closed construction financing. 

 There was more information about the hybrid structure proposal, including that: 
o Awardees who want to restructure to the hybrid structure must submit a revised 9 

percent application and a new 4 percent application to TCAC. 

o They must also submit a new bond allocation application to the California Debt 

Limit Allocation committee. 

o All of those applications must be turned in by March 13. 

 TCAC also extended the readiness closing deadlines for all 2016 second-round awardees 
to the latter of: 

o two months after the date given in its original reservation letter, 
o or June 30. 

 Whether using the hybrid structure or not, TCAC will allow sponsors to return any 2016 

credit reservations without negative points. 

 Sponsors can then reapply for 9 percent credits at a higher amount. 

 Lastly, all second-round new construction 9 percent developments and any property 

seeking a hybrid structure can reset their credit year to 2017 by exchanging 2016 credits 

for 2017 credits. 

 This is order to allow them to extend their placed-in-service deadline. 

 TCAC also proposes to allow any development that resets their 2016 federal credits to 

also reset their state credits in order to be able to certificate the state credits. 

 TCAC said that any regulation changes will be considered at a March 15 meeting of TCAC 

or perhaps at an earlier special meeting.  

 Comments on the hybrid proposal are due to TCAC by Friday at 5 p.m. 

 My partner Molly O’Dell in our San Rafael, Calif., office notes the hybrid structure is 

complicated, but that it is obviously worth considering for sponsors who are facing difficulty 

in closing their transactions.  

 She thought it is also worth noting that TCAC welcomed this idea that was generated from 

the public sector and is open to considering fresh ideas. 
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 You can see the letter from TCAC executive director Mark Stivers at 

www.taxcredithousing.com.  

 And we have a blog post about the complexities and challenges of the hybrid structure at 
www.novoco.com/blog.  

 And of course, if you have questions about your property or need assistance with the 
upcoming March due date for both the CDLAC and TCAC applications, contact Molly 
O’Dell in San Rafael. 

 We’ll keep an eye on this and other ideas to adjust to the market disruption and keep you 
informed in coming weeks.  

TCAC Tenant Data Collection 

 In more news from the California Tax Credit Allocation Committee, the state agency 
issued a reminder last week that the 2016 annual tenant demographic data collection for 
all LIHTC properties in California must be submitted by March 17 – a little over a month 
away. 

 I’ll say that again: 2016 tenant demographic data for California LIHTC properties is due 
March 17. 

 TCAC reported that, as of earlier this month, only 570 out of 3,500 California tax credit 
properties had submitted that required data. 

 Failure to submit this data by the deadline can result in  
o an uncorrected Form 8823 being sent to the IRS, 
o up to 10 negative points in future tax credit rounds 
o or fines to the ownership of the property. 

 If you have any questions about collecting and submitting tenant data, contact my partner 
Jim Kroger in our Walnut Creek, Calif., office.  

  

http://www.taxcredithousing.com/
http://www.novoco.com/blog
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NEW MARKETS TAX CREDIT NEWS 

Updated NMTC Compliance FAQ 

 In community development news, the CDFI Fund has updated its FAQ document for new 
markets tax credit (NMTC) compliance. 

 They did this last month. 
o Before this update, the prior update to the document was in December 2015. 
o That update gave us FAQs 42, 43, and 44, which garnered so much attention 

and discussion last year. 

 With the January 2017 version, nine questions now have updated answers. 
o Some of them are slight, technical changes. 
o But there are also some substantial changes. 

 Maybe most important are the answers to Questions 43, 44 and 45.  
o These questions were formerly FAQs 42, 43 and 44. 

 They deal with using qualified low-income community investment, or QLICI, proceeds to 
repay or refinance a debt or equity provider whose capital was used directly or indirectly to 
fund the qualified equity investment. 

o The Q&A document attempts to clarify when QLICI proceeds can be used to 
repay or refinance any debt or equity provider. 

o However, with each iteration of this document, new questions arise about what 
the CDFI Fund’s language means and how it should be applied. 
 For example, new language was added that states, “Consequently, 

repayment or refinancing of incurred operating costs are prohibited under 
the restriction.” 

 The NMTC Working Group, headed by my partner Brad Elphick in our 
Atlanta office, is discussing the impact of this new language in addition to 
the other changes. 

 Brad says these updates are important because they give more insight into how the CDFI 
Fund intends to interpret the QLICI-use restrictions that apply to the most recent 
allocations.  

 However, he notes that the insight is not always clear and means that the industry must 
work together to determine the best approach for ensuring compliance. 

 You can find the updated document at www.newmarketscredits.com. 

 And if you have questions about your NMTC allocation or financing, contact Brad Elphick 
in our Atlanta office. 

 He can also give you more information about joining the New Markets Tax Credit Working 
Group. 

CDFI Fund Year in Review  

 In other news, the Community Development Financial Institutions (CDFI) Fund released its 
2016 year-in-review report.  

 In the past year, the CDFI Fund’s programs:  
o leveraged billions of dollars in investor capital,  
o provided financing to thousands of businesses,  
o enabled the creation of jobs across the country 
o and spurred  the development of tens of thousands of affordable housing units. 

http://www.newmarketscredits.com/
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 Overall, the CDFI Fund awarded organizations more than $540 million in financial 
assistance, loans and bond guarantees during fiscal year 2016. 

 For the NMTC program in particular, nearly $3.2 billion in loans and investments were 
made in 2016 alone. 

o Furthermore, 74.5 percent of these loans and investments were made in severely 
distressed communities 

 The NMTC is also a job creator. 
o Nearly 38,000 jobs were created through NMTC investments.  

 The NMTC also spurred the development of 34,000 affordable housing units last year. 

 As I am sure listeners are well aware, shortly after the close of fiscal year 2016, the CDFI 
Fund announced the largest single award round in the history of the NMTC program.  

 So we can expect to see the NMTC continue to make big changes in communities that 
need capital the most. 

 To read the report, go to www.newmarketcredits.com.  

 The report’s entitled, “Investing in Opportunity; Fiscal Year 2016 in Review.” 

 

  

http://www.newmarketcredits.com/
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HISTORIC TAX CREDIT NEWS 

Virginia HTC Bills 

 In historic tax credit (HTC) news, two bills that would have capped and phased down 
Virginia’s 25 percent state HTC were defeated in the state Senate Finance Committee last 
month. 

 One bill would have reduced the total aggregate cap of the state HTC over 10 years so 
that no credits would be available by the year 2027. 

 The other bill would have added a sunset date of Jan. 1, 2022, to all existing tax credits 
that do not currently have a sunset. 

o This would include the state HTC. 

 Fortunately, as I said, both bills were defeated in committee. 

 However, there is still one active bill that could affect Virginia’s state HTC. 

 Senate Bill 1034 passed the state Senate unanimously, with a vote of 40-0. 

 It’s now in the House for consideration. 
o If enacted, this bill would place a cap of $5 million per year on the amount of 

Virginia state HTCs that may be claimed by a taxpayer. 
o There currently is no annual cap in Virginia. 
o The limitation would include carryover amounts and would apply retroactively to 

the tax year beginning Jan. 1, 2017. 

 A one-year sunset on the bill was added as an amendment so that lawmakers can 
reassess the individual taxpayer cap after one year. 

 If you have any questions about HTC programs in your state, or more particularly in 
Virginia, call my partner Michael Kressig in our St. Louis, Missouri, office. 

  
 


