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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, starts off the general 

news section with a few updates from the Senate Finance Committee. He discusses bills that 

the committee marked up last week and what that markup process could indicate about how the 

committee will handle tax reform proposals. He also discusses a Senate Finance Committee 

hearing on lessons that could be learned from the last major overhaul of the tax code, nearly 30 

years ago. Then he touches on a report that was released by the Joint Committee on Taxation 

on the history of tax expenditures, and he provides an update from the Office of the Comptroller 

of the Currency, or OCC, on revised assets thresholds with regard to Community Reinvestment 

Act rules. In affordable housing news, he talks about the U.S. Department of Housing and 

Urban Development (HUD) and its latest efforts to align operations with the Low-Income 

Housing Tax Credit (LIHTC) program. He also shares a new plan between HUD and the state of 

California to improve energy efficiency in multifamily housing. He closes the section with a new 

comment letter to the IRS from the LIHTC Working Group on tenant relocation costs. In new 

markets tax credit news, he provides details on a federal bill that would extend the new markets 

tax credit permanently. He also talks about two other provisions of the bill that would make the 

new market tax credit even more effective. Turning to historic tax credit news, he discusses two 

state-level bills. One would dramatically increase the per-project cap for Georgia’s state historic 

tax credit. The other is an omnibus bill in North Carolina that would bring back several expired 

tax credits, including the state historic tax credit program. In renewable energy tax credit news, 

he shares news about a bill that would extend and expand the state production tax credit in New 

Mexico.  

 

Summaries of each topic:  

1. General News (3:00 – 9:52) Pages 2 - 4 

2. Low-Income Housing Tax Credits (9:53 – 17:45) Pages 5 - 7 

3. New Markets Tax Credits (17:46 – 20:51) Page 8 

4. Historic Tax Credits (20:52 – 25:19) Pages 9 - 10 

5. Renewable Energy Tax Credits (25:20 – 27:06) Page 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 adviser.  
© Novogradac & Company LLP, 2015. 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 email to cpas@novoco.com. 
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GENERAL NEWS 

Senate Finance Committee Bill Markups 

 In general news, the Senate Finance Committee held an executive session to mark up 
several tax bills last Wednesday. 

 The Committee passed 17 measures that experts consider noncontroversial or low-
hanging fruit, so to speak. 

 All of them were passed in a single voice vote. 

 Among the original bills was a proposal for a waste-heat-to-power investment tax credit. 
o The 10 percent investment credit would be allowed for the cost of new combined 

heat and power property placed in service before Jan. 1, 2017. 

 No other markups, I should note, have been planned. 

 But Committee Chairman Orrin Hatch said that he hoped Wednesday’s markup would 
serve as a good template for future tax work. 

 I should note there was some hope that the low-income housing tax credit 9 percent floor 
could have been part of this package, but since the low-income housing tax credit 9 
percent is an extender, it apparently wasn’t eligible for consideration in this hearing and in 
this bill. 

 
Tax Reform Lessons Hearing 

 In other Senate Finance Committee news, the committee held a hearing last week on 
lessons learned from the last major revamp of the tax code, the Tax Reform Act of 1986.  

 Who were the hearing’s two witnesses? 

 They were two former senators who helped create and guide the Tax Reform Act of 1986: 
Former Senate Finance Committee Chairman Bob Packwood, a Republican, and Former 
Committee Member Bill Bradley a Democrat.  

 Tax reform seemed to have reached a dead end in 1986, but then-Chairman Packwood 
convened a secret bipartisan subcommittee. 

o Together, they created a bipartisan deal in seven days that could pass both 
chambers of Congress. 

 Packwood and Bradley told the committee last week that tax reform will not happen 
without bipartisanship and strong support from the White House. 

 Bradley said that the key to passing tax reform measures is to have them all in one 
package so that the relationships between choices would be clearer. 

o He said that debate should be about the whole, not the parts.  

 Packwood warned lawmakers against using the budget reconciliation process to pass tax 
reform. 

 That’s an idea suggested as an option by some Republicans so that legislation would only 
need a simple majority to pass the Senate, instead of the 60 votes needed to overcome a 
filibuster. 

 Sen. Packwood said that the regular legislative process forces lawmakers to compromise 
for bipartisan support. 

 The hearing did have some odd moments, such as when former Senator Packwood would 
reference his diaries. Such references caused many to recall his refusal to make his 
diaries available as part of the congressional investigation into his treatment of women. 

 There was also considerable idealizing of the process of a handful of seven senators 
holding secret meetings to determine what would and would not be in a tax bill. 
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 Sen. Packwood also referenced a secret deal he made with the “oilies”, a group of 
senators that apparently agreed to vote with Packwood against certain Investment 
Retirement Account (or IRA) provisions, in exchange for receiving certain tax benefits for 
the oil industry. 

 As someone who lived and practiced tax accounting during 1986, I found the hearing quite 
interesting. 

 You can find member statements and witness testimonies from the hearing at 
www.novoco.com/hottopics. 

 Just navigate to the Tax Reform page. 

 Please e-mail your thoughts on the hearing to CPAs @ novoco.com 
 
JCT Tax Expenditures Report 

 In related news, for that Senate Finance Committee hearing, the Joint Committee on 
Taxation, or JCT, prepared a document discussing the concept and measurement of tax 
expenditures. 

o It also provided historical background on tax expenditures. 

 There were 128 tax expenditures reported in 1987 for fiscal year 1988. 
o 20 years later, 100 of them remained in effect. A roughly 75 percent survivability 

rate.  

 Similarly, of the nearly 270 tax expenditures that were either in place in 1988 or adopted 
between 1987 and 2007, 202 remained in place in 2007.  

 I would be interested to know, by the way, what the survivability rate is of spending 
programs over that same period of time. 

 What does this survivability ratio and this information on tax expenditures mean? 

 Well it does imply that once tax expenditures are adopted, there is a high likelihood that it 
will stay in place.  

 The insight and other information in this report is expected to help policymakers and the 
public better understand the actual size of government, how government resources are 
being used and the tax and economic policy consequences of legislation. 

 The report is called, “Background Information on Tax Expenditure Analysis and Historical 
Survey of Tax Expenditure Estimates.” 

 We’ve posted a copy of it for you at www.novoco.com/hotttopics. 

 Go to the Tax Expenditures section and click on Joint Committee on Taxation Documents. 
 
CRA Regulations Revision 

 Shifting gears now, I have a quick update from the Office of the Comptroller of the 
Currency, or OCC regarding asset size thresholds for banks. 

 The OCC effectuated these changes through revisions to its Community Reinvestment 
Act, or CRA, regulations that became effective Jan. 1. 

 The changes were needed because the threshold amounts change based on the annual 
percentage change in the consumer price index.  

 And during the 12-month period ending in November 2014, the Consumer Price Index for 
Urban Wage Earners and Clerical Workers  increased by 1.6 percent. 

 As a result, the OCC adjusted the asset-size thresholds that are used to define four key 
categories: 

o “small bank,”  
o “small savings association,”  

http://www.novoco.com/hottopics
http://www.novoco.com/hotttopics
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o “intermediate small bank” and  
o “intermediate small savings association.” 

 Beginning Jan. 1, a national bank or savings association that, as of Dec. 31 of either the 
prior two calendar years, had assets of less than $1.221 billion is a “small bank” or “small 
savings association.” 

 For the same period, if an institution had assets of at least $305 million and less than 
$1.221 billion, then it’s an “intermediate small bank” or “intermediate small savings 
association.” 

 These asset size classifications are important because they determine the CRA 
examination procedure under which a bank will be evaluated. 

 Banks that meet the small and intermediate-small asset-size thresholds are not subject to 
reporting requirements that do apply to large national banks and savings associations. 

 If you have any questions about these changes, please contact Peter Lawrence in our 
Washington, D.C. office.   
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LOW-INCOME HOUSING TAX CREDIT NEWS 

HUD Announces Affordable Housing Initiatives  

 In low-income housing tax (LIHTC) credit news, the U.S. Department of Housing and 
Urban Development, or HUD, last week announced a series of initiatives to support 
affordable housing production. 

 The initiatives affect developments that combine the LIHTC and HUD multifamily housing 
support programs. 

o They include organizational changes and clarifications. 
o And these changes are effective immediately. 

 These changes reflect the effort by HUD to better align HUD programs with the low-
income housing tax credit, and it comes out of a program launched in 2011. 

o As many of you know, that was the FHA low-income housing tax credit pilot 
program. 

 The goal was to better align the Federal Housing Administration, or FHA, underwriting 
process with the timing constraints of low-income housing tax credit financed properties. 

o The pilot program has been immensely successful and very well-received, which 
has led to a series of new initiatives. 

 These initiatives will be reflected in a revised Multifamily Accelerated Processing, or MAP, 
Guide. 

 As I said earlier, there are both organizational changes and clarifications. 

 The organizational changes include three major areas: 
o First, there’s a single underwriter model, with specialists in each HUD region 

focused on tax credit transactions; 
o Second, there will be dedicated teams for Rental Assistance Demonstration, or 

RAD. 
 The teams will be located in four hubs: 

 Seattle, 

 Chicago, 

 Atlanta and 

 Fort Worth. 
o The third organizational change is the expansion of the LIHTC pilot program to 

include FHA Section 221(d)(4) mortgage insurance. 
 The current pilot applies to FHA Section 223(f) mortgage insurance, which 

does not include new construction or substantial rehabilitation. 
 Section 221(d)(4)  insurance includes both. 

 In addition to the organizational changes, the HUD memo also clarified existing policies by 
addressing six areas: 

o First, HUD will underwrite a fixed minimum pay-in schedule for all low-income 
housing tax credit transactions. 

o Second, bridge loans can be included in low-income housing tax credit equity 
paid. 

o Third, the FHA increased the number of transactions in which the MAP lender 
holds up to 100 percent ownership in the low-income housing tax credit limited 
partner from five to 10 transactions. 

o Fourth, HUD says that subordinate debt on low-income housing tax credit 
transactions, including seller financing, may represent up to 100 percent of total 
development costs. 



Summary: February 17, 2015 
 

o Fifth, HUD revised its minimum underwritten vacancy and collection loss rates to 
distinguish between different classes of multifamily housing.  

o And sixth, FHA will now underwrite development fees up to 15 percent of the 
total development costs that comply with regulations for the low-income housing 
tax credit program. 
 This is for any property not claiming the builder’s and sponsor’s profit and 

risk allowance or the sponsor’s profit and risk allowance, 
 Properties eligible for those allowances can opt for those costs or a 

developer fee, which is now eligible to be treated as a mortgageable cost. 
 Typically, the builder’s and sponsor’s profit and risk allowance has been 

limited to 10 percent of total development costs, so this change represents 
a 50 percent increase in what’s allowed. 

 The HUD memo is available at www.hudresourcecenter.com. 

 If you have any questions about how the HUD memo could affect your properties, and/or 
properties you are looking to acquire and/or finance, please contact my partner Susan 
Wilson in our Austin, Texas, office at 512-340-0420. 

 
HUD Renewable Energy Programs for California Multifamily Housing 

 In other HUD news, the federal government and California recently teamed up to expand 
financing for renewable energy in multifamily housing. 

o HUD Secretary Julian Castro and California Gov. Jerry Brown announced a plan 
to work together on several initiatives. 

 The new programs will help multifamily housing in the state of California get more financial 
help for improving energy efficiency and using solar energy. 

o Among the steps they announced in late January were: 
 Making it easier to get Property-Assessed Clean Energy funding–called 

PACE funding–for multifamily housing. 
 Creating a California multifamily PACE program in partnership with the 

McArthur Foundation. 
 A promise of new guidance from HUD to clarify when HUD can approve 

PACE financing on HUD-assisted and HUD-insured housing in California. 
 HUD support for a state pilot financing program for multifamily buildings 

that bill nearly all of their energy use through a common meter. 

 This move was part of a push by the Obama administration announced four years ago to 
reach a goal of installing 100 megawatts of renewable energy across federally subsidized 
housing by 2020. 

o According to the White House, improving the energy efficiency of multifamily 
housing nationwide by 20 percent would save nearly $7 billion in energy costs 
each year. 

o It would also reduce 350 million tons of carbon pollution in a decade. 

 California has more than 3 million units of multifamily housing. 
o That is roughly 6 percent of the approximately 47 million multifamily units in the 

nation. 

 The McArthur Foundation committed to spend at least $10 million in impact investments to 
help the California programs. 

 Partly inspired by that, the White House and HUD will host a roundtable this Thursday, 
Feb. 19, with finance and philanthropic leaders to discuss how to enhance solar financing 
for affordable housing. 

http://www.hudresourcecenter.com/
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 For more information on HUD’s California initiatives, go to www.hud.gov.  
 
LIHTC Working Group Comments on Relocation Costs 

 Next, I have news from our LIHTC Working Group on a topic that affects many of our 
listeners. 

 The LIHTC Working Group earlier this month sent a letter to the IRS requesting further 
guidance on the treatment of tenant relocation costs. 

 If an existing building is acquired and rehabilitated under the low-income housing tax 
credit program, some or all of the units may need to be vacated so that work can be 
completed.  

 In its letter, the LIHTC Working Group requested that the IRS reevaluate the guidance in 
its Audit Technique Guide for the low-income housing tax credit because treatment of 
relocation costs in various sections seems contradictory.  

 The costs to relocate tenants should be capitalized as an indirect cost to the building 
under Internal Revenue Code Section 263A, and thus is includible in eligible basis under 
Section 42. 

 The audit guide however, suggests that such costs should be expensed as an operating 
expense of the property.  

 If the IRS were to implement the Working Group’s recommendation regarding 
capitalization, the low-income housing tax credit program compliance risks would be 
lessened. 

 Also, this change would serve to further encourage owners to rehabilitate their properties, 
which would help preserve the quality of affordable rental housing.  

 You can find a copy of the Working Group letter at www.lihtcworkinggroup.com.  

 For those interested, I’d also encourage you to visit the site for more information on 
becoming a member of the LIHTC Working Group. 

 This working group was established by Novogradac & Company LLP in 2008.  

 It provides a platform for low-income housing tax credit industry participants to resolve 
technical and administrative low-income housing tax credit program issues. 

 If you have any questions about the LIHTC Working Group, please contact my partner 
Stacey Stewart in our Dover, Ohio, office at 330-365-5400. 

  

http://www.hud.gov/
http://www.lihtcworkinggroup.com/
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NEW MARKETS TAX CREDIT NEWS 

Bill Introduced to Permanently Extend NMTC 

 In new markets tax credit (NMTC) news, I’m happy to announce that last week a bill was 
introduced to extend the federal NMTC program permanently. 

 As listeners know, the latest short-term extension of the program passed in December, 
which authorized $3.5 billion for the 2014 allocation round. 

 Well, NMTC participants have long pushed for a more stable and predictable future for the 
program.  

 Permanency would give community development entities and investors confidence to 
expand and invest in their new markets activities. 

 In addition to program permanency, the new bill proposes two more important changes: 
o an annual inflation adjustment and  
o allowing the NMTC to be taken against alternative minimum tax, or AMT, liability. 

 These provisions could make a big difference in making the program even more effective 
and efficient.  

 An annual inflation adjustment would help the credit retain its value in future years. 
o I’ll note that if the bill is enacted in 2015, Novogradac & Company estimates that 

about $4.8 billion in allocation authority would be available as opposed to $3.5 
billion.  

 And allowing the NMTC to be taken against AMT liability would put the credit on a more 
level playing field with other tax credits, such as the LIHTC and historic tax credit. 

 The bill was introduced by three longtime tax credit supporters:  
o Reps. Pat Tiberi, a Republican from Ohio,  
o Richard Neal, a Democrat from Massachusetts, and  
o Tom Reed, a Republican from New York. 

 In a joint press release, Rep. Tiberi said that the NMTC revitalizes communities not only 
by putting people to work but by funding developments that benefit whole communities. 

 Rep. Neal pointed out that the NMTC has generated $63 billion in capital for 
developments in low-income areas. 

o This has created more than 744,000 jobs in underserved neighborhoods. 

 Rep. Reed added that making the NMTC program permanent would ensure that 
successful developments will continue to revive communities. 

 At the time of this recording, 19 cosponsors have signed on in support of the bill. 
o And I note it’s a largely bipartisan effort. 

 The bill has been referred to the House Committee on Ways and Means.  

 And if it’s passed into law, it would become effective for taxable years beginning after Dec. 
31, 2014.  

 You can find a copy of the legislation at www.newmarketscredits.com.  

 It’s called the New Markets Tax Credit Extension Act of 2015, or H.R. 855. 

 And another thing we have on our radar: Sens. Roy Blunt, a Republican from Missouri, 
and Charles Schumer, a Democrat from New York, are expected to introduce companion 
legislation in the Senate soon. 

 To make sure you receive the latest updates, subscribe to our NMTC industry alerts. 
o Go to www.newmarketscredits.com and click on the Industry Alerts link on the 

right-hand side of the page. 

 

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

Georgia Bill to Increase HTC Cap 

 In historic tax credit (HTC) news, I have two state-level news items to share. 

 The first is a bill introduced in Georgia. 

 It was introduced in state legislature last week and it would dramatically increase the per-
project cap for HTC developments. 

 If the bill passes, the per-project credit cap would increase from $300,000 to $25 million. 

 There is an exception to the annual $5 million cap is when a project meets or exceeds a 
state employment target of creating and retaining at least 200 full-time jobs for a minimum 
of five years. 

o In that case, the credit limit would be $25 million a year. 

 In addition to the per-project cap, the legislation would also institute a $60 million program 
cap for any taxable year. 

o It would be the first time the state credit has an annual program cap. 

 Under the bill, the state department of revenue would administer credits on a first-come, 
first-served basis based on the date they’re claimed. 

o That wasn’t needed previously, since there wasn’t a statewide program limit and 
the per-project cap was so small. 

 The proposed legislation would begin in 2017 and expire at the end of 2021. 

 The bill will now be assigned to a committee, where it will be considered. 

 If it makes its way through the state House and Senate, it’ll go to the governor, who can 
sign, veto or ignore the bill. 

o In Georgia, if the governor does nothing, the bill becomes law. 

 A copy of Georgia H.B. 308 is available at www.historictaxcredits.com. 

 There are a lot more details in the bill about how many credits can be claimed on a given 
project or a certain number of years and such, and if you’d like more details, please 
contact Mike Kressig in our St. Louis office. 

 
Lawmakers Propose New North Carolina HTC 

 Our other state-level news comes from a state we’ve been following closely here at Tax 
Credit Tuesday, and myself personally on Twitter, for the past year.  

 I’m talking, of course, about North Carolina. 

 The North Carolina state HTC was allowed to expire at the end of 2014 even though it was 
widely successful.  

 Projects using the state and federal HTC have brought nearly $1.5 billion into North 
Carolina since 1998. 

o Those represent nearly 2,500 projects in 90 of the state’s 100 counties. 

 In support of the credit, North Carolina Gov. Pat McCrory and his staff have spent the past 
couple of months touring the state and touting and promoting reauthorization of the 
program. 

 Well, three state lawmakers last week introduced a bill to bring back the state’s expired 
HTC. 

 The proposal calls for a 20 percent state HTC for income-producing properties and a 30 
percent credit for non-income-producing properties. 

 The legislation also provides a credit specifically for historic mills. 

http://www.historictaxcredits.com/
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o That would vary from a 30 to 40 percent credit, depending upon where the mill is 
located. 

 The bill also calls for several other expired tax incentives to be restored. 

 Including the state LIHTC, NMTC and renewable energy investment tax credit. 

 If passed,  
o the state LIHTC would be reinstated just as it was before its repeal at the end of 

2014, 
o the state NMTC would have a cap of $208 million for qualified equity investments 

and 
o the bill’s proposed state renewable energy tax credit would be 35 percent of 

qualified expenses. 

 All of these proposals were wrapped up in a 61-page bill called the Omnibus Economic 
Development Improvements Bill, or H.B. 89. 

 It was sponsored by three Democrats. 

 One concern of the tax-credit community is whether the Republican-controlled state 
legislature and Republican Gov. Pat McCrory might balk at some of the proposals. 

 The ray of hope, as I mentioned, is the governor’s strong support for a return of the state 
HTC. 

 The bill still faces significant challenges. 
o That’s because North Carolina is one of seven states without a line-item veto. 
o So if the bill were actually to be passed in full and make it to the governor’s desk, 

the governor would have to approve the whole bill or veto it completely.  

 The bill text is available at www.historictaxcredits.com. 

 To learn more about state HTC programs or the federal HTC program, please contact my 
partner Tom Boccia in our Cleveland, Ohio, office at 216-298-9000. 

 

 

 

 

 

  

http://www.historictaxcredits.com/
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RENEWABLE ENERGY TAX CREDIT NEWS 

Bills Introduced to Extend New Mexico PTC  

 In renewable energy tax credit (RETC) news, I have an update to a state story I mentioned 
in our podcast a few weeks ago. 

 I talked about how New Mexico’s renewable energy production tax credit (PTC) has been 
so popular that it has already been maxed out.  

 Well, a bill was recently introduced to extend and expand the PTC.  

 There’s currently a 2 million megawatt-hour program cap on the tax credit for wind and 
biomass. 

o As I mentioned, that cap has already been reached.  
o An additional 1.4 million megawatt-hours are pending approval. 

 So, the legislation would increase the state PTC program cap for wind and biomass from 2 
million megawatt-hours to 3 million megawatt-hours. 

o And it would also add geothermal energy as a qualified energy source.  

 Now, the current cap for solar projects has also been reached. 
o The program maximum for solar is 500,000 megawatt-hours. 
o However, there are more than 810,000 megawatt-hours are on a waitlist pending 

approval. 

 To address this high demand, the bill would double the solar energy tax credit program 
cap to 1 million megawatt-hours. 

 The proposal would also reduce the value of the solar tax credit over time because the 
cost of new solar installations is declining. 

 Existing law has no sunset in place for the 10-year tax credit program, but it does require 
production to begin before Jan. 1, 2018. 

 If enacted, the bill would extend the state PTC through Jan. 1, 2032. 

 I’ll be sure to update you on the progress of the bill moving forward. 

 In the meantime, you can read the text of House Bill 242 and learn more about other state 
RETCs at www.energytaxcredits.com. 

 You can also contact my partner, Tony Grappone, in our Boston office. 
 

http://www.energytaxcredits.com/

