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

Opportunity Zone program created through the December 2017 tax law and how the incentive 

complements long-standing programs, such as the new markets tax credit and low-income 

housing tax credit. He closes with updates on HUD’s small area fair market rents, the creation of 

an affordable housing funding coalition and some state-level news. 
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1. General News (02:12-07:21) Pages 2 – 3   

a. President’s Economic Report (02:12-04:30)  

b. Opportunity Zone and NMTC Differences (04:31-07:21)  

2. Other News (07:22-10:27) Pages 4 – 5  

3. Related Resources Page 6 
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GENERAL NEWS 

President’s Economic Report mentions NMTC, Opportunity Zones   

 In general news, community development programs continued to shine in the national 

spotlight last week. 

 The annual Economic Report of the President mentioned the importance of these 

programs that drive private investment into distressed communities. 

 The report specifically mentions the new markets tax credit (NMTC) as arguably the 

most successful of those programs. 

 The White House report goes on to discuss the opportunity zones incentive created 

under the new tax law in December of 2017. 

 The Opportunity Zones program is brand new and we’ve been getting many questions 

about what the program does, how it works and how it can work with other programs.  

 To that end, I’d like to share a little bit more about the program and how it complements 

existing incentives, such as the NMTC and the low-income housing tax credit (LIHTC).  

 First of all, what is the incentive to invest in opportunity zones?  

 Why do we care? 

 Well the program offers a tax deferral up to or until Dec. 31, 2026, at the latest on gains 

and the sale of other assets that are in turn invested in qualified opportunity zone funds. 

 Opportunity zone funds are corporations or partnerships that invest in economically 

distressed communities that have been designated by the governor of a given state.  

 Now in addition to the deferral of gain, the Opportunity Zone program also allows for a 

small step-up in basis for investments held at least five years and a further step-up after 

seven years. 

 The combined amount can lead to about, or exactly 15 percent of the gain being 

eliminated. 

 So that’s an incentive for longer term investments.  

 Now taxpayers that hold their investments in an opportunity fund for even longer, 10 

years or more, can earn a tax exemption on gains in excess of those gains originally 

deferred. 

 So there’s three benefits: 

o One, defer the gain to Dec. 31, 2026. 

o Two, omit up to 15 percent of the gains deferred if you hold the assets for five to 

seven years, 

o And then any additional gains completely omitted from any income if you hold the 

investment in the opportunity fund for more than 10 years. 

 Now one important difference between the NMTC and opportunity zones, is that most 

investments in the NMTC are debt. 

 However, opportunity zone investments can only be equity. 

 Another major difference is that the NMTC is subject to an annual allocation limit. 

o As many of you know all too well, the demand for NMTCs subsidy far exceeds 

supply. 

 The Opportunity Zone program, however, is not subject to an annual allocation limit. 

o Volume for opportunity zone investments will be set by investor appetite.  

 On that front, the program has great potential.  
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 A further difference between the Opportunity Zone program and the NMTC is that the 

Opportunity Zone program does not have restrictions on investing in affordable rental 

housing, or just rental housing in general.  

 That’s right. 

 Program rules do not forbid combining opportunity zone investments with other 

incentives, like the LIHTC. 

 In fact, the long-term incentives of the Opportunity Zone program line up well with the 

LIHTC’s 15-year compliance period. 

 Depending on the development, pairing the opportunity zone incentive with the LIHTC 

will likely increase equity pricing, helping close financing gaps.  

 As you can see, the Opportunity Zone program does have a lot of potential. 

 But, just like the early days of the NMTC, there are also a lot of questions that will 

hopefully soon be answered through regulations and other guidance. 

 Now Novogradac & Company issued a client alert last month that provides an overview 

of the Opportunity Zone program and its benefits. 

 We’ve also published a blog post on how the opportunity zone incentive could be used 

to finance rental housing. 

 And my column in the February issue of the Novogradac Journal of Tax Credits explains 

the program. 

o Now I’ve added links to the client alert, blog post and column in today’s notes to 

this podcast.  

o I’ll also be tweeting out links as well. 

 For now, the next big deadline to keep an eye on is March 21.  

 That’s the date by which states must designate their qualified opportunity zones.  

 Now there is a possibility of a 30-day extension if requested by the governor, which 

would move the deadline to April 20. 

 I’ll keep you updated on that in future podcasts. 

 If you have any questions about investing in opportunity zones, please send an email to 

cpas@novoco.com.  

 Please put “Podcast Question” in the subject line and I may answer your question in a 

future podcast episode. 

o Otherwise, one of my colleagues will contact you to discuss your questions.   

 Also, we do have an Opportunity Zones working group that we’re using to address some 

of the technical questions that are arising. 

 If you’re interested in learning about that, reach out to my partner, John Sciarretti, in our 

Dover, Ohio, office.  

  

mailto:cpas@novoco.com


Summary: February 27, 2018 
 

OTHER NEWS 

 In other news, HUD has agreed not to implement its prior plans to suspend small area 

fair market rent (SAFMR) designations by two years. 

 Now HUD had previously issued a memorandum that would have suspended SAFMR 

designations for certain metropolitan areas for two years. 

 But HUD has agreed to set aside the planned two-year delay after a district court ruled 

that the memorandum calling for the delay was unlawful. 

 The court noted that HUD had expedited the implementation of the SAFMR program that 

communicated as such with affected public housing agencies. 

 So next, I have some good, I should say great news for affordable housing. 

 Nine national foundations have joined together and formed a group. 

 It’s called the Funders for Housing and Opportunity. 

 Now the goal is to promote safe, affordable housing to low-income renters. 

 The group has awarded $4.9 million to four nonprofit housing groups. 

 Those four groups winning the award: 

o The National Housing Trust  

o Enterprise Community Partners 

o The National Low Income Housing Coalition and 

o The Center for Community Change. 

 Now the Funders for Housing and Opportunity announced that it would issue grants 

through invitation or formal requests for proposals over the next three years.  

 Now, I have a couple of state-level tax credit updates from Wisconsin. 

 First, the state Assembly passed a bill to create a state LIHTC. 

o The state credit would have an annual cap of $42 million and it would be claimed 

over six years, and would be issued only to developments that need the credit to 

be financially viable. 

o Now the legislation is now with the state Senate. 

 Also in Wisconsin, both houses of the state Legislature approved a bill to increase the 

limit on state historic tax credits (HTCs) per project to $3.5 million. 

 You may recall Gov. Scott Walker had reduced the state HTC cap last fall to $500,000. 

 He used a line-item veto to lower that per project cap from $5 million starting this year, 

July 1. 

 Now the good news is that this cap increase bill from $500,000 to $3.5 million has strong 

support, demonstrated support, in both chambers. 

o The Assembly unanimously voted to raise the cap – 100 percent vote, 

unanimous vote – and the Senate approved the bill by a margin of 29-3.  

 So what happens next is going to be up to the governor. 

 We’ll be monitoring that and we’ll keep you posted on Twitter. 

 Also, I want to share with you some good news out of Missouri. 

 Or at least it’s good news for now. 

 What’s the good news? 

 Well the state Senate abandoned a bill last week that would have cut in half the 

statewide cap for state HTCs. 

 The legislation that was abandoned would have reduced the cap from $140 million to 

$70 million. 
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 Now I’ll also keep you updated on the status of this through Twitter and future podcasts 

as needed. 
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RELATED RESOURCES 

 
Opportunity Zone 

Novogradac & Company LLP Client Alert – Opportunity Zones: A New Tool for 

Community Development 

 

2017 Tax Legislation Creates New Tool for Community Development  

 

Other News 

Wisconsin A.B. 793, regarding the limit on tax credits that may be certified under the 

historic tax credit.  

Wisconsin A.B. 869, relating to an income and franchise tax credit for the development 

of low-income housing.  

Missouri S.B. 590 to modify the historic preservation tax credit and create the capitol 

complex and public building preservation tax credits.   

 

 

https://www.novoco.com/sites/default/files/atoms/files/client_alert_opportunity_zone_updated_011118.pdf
https://www.novoco.com/sites/default/files/atoms/files/client_alert_opportunity_zone_updated_011118.pdf
https://www.novoco.com/periodicals/articles/2017-tax-legislation-creates-new-tool-community-development
https://legiscan.com/WI/text/AB793/id/1665501/Wisconsin-2017-AB793-Introduced.pdf
https://legiscan.com/WI/text/AB793/id/1665501/Wisconsin-2017-AB793-Introduced.pdf
https://www.novoco.com/sites/default/files/atoms/files/wisconsin_ab_869_011918.pdf
https://www.novoco.com/sites/default/files/atoms/files/wisconsin_ab_869_011918.pdf
https://legiscan.com/MO/bill/SB590/2018
https://legiscan.com/MO/bill/SB590/2018

