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

update on the presidential primaries. Then, he touches briefly on a tax reform hearing 

scheduled for today in the House Ways and Means Tax Policy Subcommittee. After that, he 

discusses the IRS’ plans to prioritize the guidance it will issue for 2016 and 2017. Then, he’ll 

share news about a deadline extension to comment on the IRS’ new partnership audit rules. In 

the low-income housing tax credit section, he discusses the course of action that the California 

Tax Credit Allocation Committee is considering to address over-allocation of its state low-

income housing tax credits. In new markets tax credit news, he talks about the deadline 

extension to comment on the Capital Magnet Fund’s interim rule. In the historic tax credit 

section, he’ll have updates on a state historic tax credit program that has narrowly escaped 

being put on ice for two years. And he closes out with renewable energy tax credit news, where 

he discusses efforts to extend tax credits for certain renewable energy technologies that weren’t 

included in the recent extension of the investment tax credit. 

 

 
Summaries of each topic:  
 

1. General News (2:25 – 6:48) Pages 2 – 3   

2. Low-Income Housing Tax Credits (6:49 – 9:52) Pages 4 – 5  

3. New Markets Tax Credits (9:53 – 11:19) Page 6 

4. Historic Tax Credits (11:20 – 12:47) Page 7 

5. Renewable Energy Tax Credits (12:48 – 17:30) Pages 8 – 9 

 

 

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, 2016. 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 

 
Presidential Primaries Updates 

 In general news, the presidential candidate field has narrowed. 

 Marco Rubio suspended his campaign for the Republican nomination after losing the 
primary in his home state of Florida last Tuesday. 

 Florida is a winner-takes-all state and Donald Trump picked up 99 delegates. 

 In fact, Trump won four of the Republican races last Tuesday: 
o Florida, 
o Illinois, 
o North Carolina   
o And Missouri. 
o And there could be a recount after that. 

 In any case, of those four state races last Tuesday, only the one in Florida was winner-
takes-all.  

 Now the magic number to clinch the Republican nomination is 1,237 delegates. 

 Trump is more than halfway there. 

 However, there have been more than half the delegates already awarded. 

 The race clearly isn’t over yet. 

 Second-place candidate Ted Cruz is hoping to close the gap on Trump in the coming 
races. 

 Also still in the race is Ohio Gov. John Kasich. 

 He’s in third place with 143 delegates. 

 Kasich notched a decisive victory in his winner-takes-all home state on Tuesday and won 
all 66 Ohio delegates. 

 Those are the standings going into today’s contests in Arizona and Utah. 

 For Republicans, winner-takes-all Arizona has 58 delegates. 

 And Utah will allocate its 40 delegates proportionally, but it does have a winner-take-all 
trigger. 

o Anyone who gets more than 50 percent of the votes in Utah will be awarded all 
40 of its delegates. 

 On the Democratic side, front-runner Hillary Clinton won all five states last Tuesday—
that’s,  

o Florida, 
o Illinois, 
o North Carolina, 
o Missouri 
o And Ohio. 

 But unlike in the Republican contests, Florida and Ohio were not winner-takes-all for the 
Democrats.  

 To clinch the nomination for the Democrats, a candidate needs 2,383 delegates. 

 Clinton is also more than halfway there. 

 Bernie Sanders is hanging on. 

 For the Democrats, the delegates in all three of today’s races will be awarded 
proportionally.  

o Arizona has 75 delegates, 
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o Utah has 33  
o And Idaho has 23. 

 We’ll continue our coverage of the presidential primary states on the Notes from 
Novogradac blog. 

 We have profiles of affordable housing, community development and tax credit use in 
each state featured. 

 
Ways and Means Tax Reform Hearing 

 Switching gears now, I want to note that the House Ways and Means Tax Policy 
Subcommittee is scheduled to hold a hearing on income tax reform today. 

 This hearing will focus on cash-flow and consumption-based approaches to taxation. 

 Today will be the first in a series of subcommittee hearings on tax reform proposals, with 
the next hearing focused on income-based approaches to taxation. 

 I’ll have more details on the hearing for you next week.  
 
IRS Guidance Priority Plan 2016-2017 

 In other news, the IRS last week invited the public to comment on what items should be 
included on the IRS 2016-2017 priority guidance plan. 

 The plan is meant to prioritize the tax issues that should be resolved through regulations, 
revenue rulings, revenue procedures, notices and other guidance. 

 The IRS is asking the public’s help to identify guidance priorities for July 1, 2016 through 
June 30, 2017. 

 For inclusion in the 2016-2017 Priority Guidance Plan, recommendations must be 
submitted by May 16. 

 Now, if you have any suggestions, for our LIHTC Working Group or NMTC Working Group 
to submit, please send them to cpas@novoco.com. 

 
Partnership Audit Comment Deadline Extension Request 

 Next, the American Institute of CPAs is asking the IRS to extend the comment period on 
regulations for the new regime for auditing partnerships to extend the deadline from April 
15 to May 31. 

 The American Institute of CPAs asked the IRS to extend the comment deadline so that its 
members can have enough time to provide thoughtful review after busy season. 

 There’s no word yet on whether or not the IRS will grant the group’s request. 

 The issue in question is the new set of rules designed to simplify and streamline how the 
IRS audits partnerships. 

o The new partnership audit regime was contained in the Bipartisan Budget Act of 
2015. 

 The legislation contains provisions that direct the IRS to collect adjustments from the 
partnership rather than from individual partners. 

 The goal of the IRS is to make partnership audits easier to conduct, thereby enabling 
more taxes to be collected. 

 There’s little doubt that the increase in collections will affect the many multi-tiered 
partnership arrangements in the tax credit arena. 

mailto:cpas@novoco.com
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
California LIHTC Over-Allocation 

 In affordable housing news, the California Tax Credit Allocation Committee last week 
issued a second memo with proposals to deal with its over-allocation of state low-income 
housing tax credits (LIHTCs). 

 The committee–or TCAC, as it is known–issued the first memo in November listing five 
options to address the over-allocation of state credits.  

 This second memo focuses on two of the five options as the favored options of TCAC 
staff. 

o Now they are still merely proposed. 
o All five options are still open for discussion until adopted in the TCAC regulations, 

most likely later this year.  

 The problem with over-allocation arose because TCAC routinely grants state credits to all 
projects outside difficult development areas or qualified census tracts. 

o Those are projects that that don’t qualify for the federal 30 percent eligible basis 
boost, as well as projects that target at least 50 percent of the units for special-
needs tenants. 

 If there are more state credits needed than are available for a given year, TCAC draws 
from the next year’s allocation to make sure that all projects eligible for state credits 
receive allocations of state credits. 

 This forward-committing has become a growing problem over the years as a result of an 
increasing amount of cumulatively forward allocated credits. 

o For instance, last year, TCAC forward-committed about $34 million of this year’s 
$94 million cap, leaving only $60 million of state credits. 

 So TCAC offered five solutions in its memo last year, and has now indicated the two 
solutions favored by the TCAC staff. 

 The first solution is to require special-needs projects that want state credits in addition to 
their federal 30 percent basis boost to maximize their eligible basis. 

o By maximizing their eligible basis, they maximize their federal credits and thereby 
minimize their need for state credits. 

 The second solution would be to cap the state credits at the maximum amount available in 
the current year, but declare the remaining state-credit-eligible projects to be DDA 
projects. 

 Federal law gives states discretion to designate DDA status which affords the 30 percent 
basis boost. 

o That change would require TCAC to create a set-aside to accommodate the 
additional awards of federal credits. 

o The new set-aside would also create the need to reduce other set-asides and 
geographic apportionments to ensure fairness. 

 Mark Stivers, the executive director of TCAC, said in the memo that the proposed 
regulation changes will be posted in the fall. 

o He said there is no certainty that these proposals will be the ultimate course. 
o But he said that TCAC wanted to ensure that the memo to give developers the 

maximum advance notice. 

 My partner Jim Kroger in our San Francisco office notes that: 
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o The need for this action shows how popular the state LIHTC program is in 
California and elsewhere and reveals the need for expansion of housing tax 
credits at both the state and federal level. 

 If you have any questions about California state LIHTC allocations, please give Jim a call. 
He’s in our San Francisco office. 
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NEW MARKETS TAX CREDIT NEWS 

Capital Magnet Fund Interim Rule Comment Period Extended 

 Last week, the Community Development Financial Institutions Fund extended the 
comment period on the Capital Magnet Fund’s interim rule from April 8 to May 8. 

 Through the Capital Magnet Fund, the CDFI Fund provides competitively awarded grants 
to CDFIs and qualified nonprofit housing organizations. 

 The interim rule published last month updates definitions, requirements and parameters 
for the Capital Magnet Fund program 

 In addition, sections of interim rule revise certain definitions and project-level requirements 
to make them more consistent with other federal housing programs. 

o These revisions are modeled after the LIHTC program and the HOME 
Investment Partnership program. 

 Comments on the interim rule must be submitted through the Federal e-Rulemaking Portal 
at www.regulations.gov. 

 Now, as I am sure many of you know, interested applicants were required to submit the 
SF-424 application for federal assistance through www.grants.gov by March 16.  

 With the deadline for submitting the rest of the application being March 30, which is just 
eight days away.  

o And that portion must be done through the CDFI Fund’s Awards Management 
Information System, or AMIS. 

 For more information about the Capital Magnet Fund, please visit 
www.newmarketscredits.com.  

 If you have any questions, I encourage you to contact my partner Diana Letsinger in our 
Long Beach, Calif., office. 

 

 

 

 

  

http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbXNpZD0mYXVpZD0mbWFpbGluZ2lkPTIwMTYwMzE3LjU2NjQ4ODExJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDE2MDMxNy41NjY0ODgxMSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE2ODA5NjEwJmVtYWlsaWQ9dGVyZXNhLmdhcmNpYUBub3ZvY28uY29tJnVzZXJpZD10ZXJlc2EuZ2FyY2lhQG5vdm9jby5jb20mdGFyZ2V0aWQ9JmZsPSZleHRyYT1NdWx0aXZhcmlhdGVJZD0mJiY=&&&100&&&http://www.regulations.gov/
http://www.newmarketstaxcredits.com/
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HISTORIC TAX CREDIT NEWS 

Oklahoma HTC 

 In historic tax credit (HTC) news, one Oklahoma state senator last month announced he 
would discontinue his effort to suspend the state HTC. 

 State Sen. Mike Mazzei introduced a bill that initially would have placed a two-year freeze 
on more than 20 tax credits, including the HTC program.  

 The tax credit suspensions were proposed in response to the fact that Oklahoma is facing 
an estimated $900 million shortfall going into fiscal year 2017. 

 Mazzei later announced that although the state is undergoing a financial crisis, he no 
longer planned to suspend the program after considering the benefits of HTCs to 
Oklahoma communities.  

 Ultimately, three credits were saved and taken out of the proposed freeze bill, including 
the HTC. 

 But historic preservation advocates still worry that the program could be in danger as 
lawmakers continue to think ways to address the state’s budget problems. 

 Across the state, historic property owners and investors have put their projects on hold 
until there’s more certainty about the future of the state HTC. 

 This situation in Oklahoma can be a valuable lesson for other states. 

 Even the threat of pausing or eliminating tax credits can discourage investments. 

 Now to learn about state HTC programs near you, please contact my partner Charlie 
Rhuda in our Boston office. 
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RENEWABLE ENERGY TAX CREDIT NEWS 

ITC Extension Expansion 

 In renewable energy tax credit (RETC) news, supporters of some renewable energy 
sources are lobbying for Congress to correct what they consider an oversight made late 
last year. 

o Congress reached a deal in December to renew the investment tax credit (ITC) 
for five years. 

o I should clarify: That five-year extension for the ITC is as of 2017, as opposed to 
the five-year extension of the production tax credit (PTC), which was effective as 
of 2015. 

o Now the 30 percent ITC was extended for solar and large wind projects, with a 
10 percent credit for geothermal electric. 

o The legislation included a gradual step-down for the 30 percent credit between 
the years 2019 and 2022. 

o That left other renewables, such as fuel cells, geothermal heat pumps and small 
wind projects, on the sideline. 

 The 30 percent ITC that expires at the end of this year does include those technologies. 
o Now under the expiring credit, small-wind and fuel cell projects get a 30 percent 

credit, while most of the others get 10 percent credits. 

 Now when the fact that some renewables were left out of the extension was originally 
pointed out, House Minority Leader Nancy Pelosi called it a, quote, “clerical error.”  

o Senate Minority Leader Harry Reid said on the Senate floor that he would work 
with majority Leader Mitch McConnell to address the matter through legislation. 

 Well, it’s late March and that hasn’t happened yet. 
o There have been efforts to tack the extensions of the “orphaned” ITC 

technologies onto other tax bills, but nothing has gone through. 
o Peter Lawrence, my colleague in Washington, D.C., notes that there appears to 

be a difference of opinion between the House and the Senate on whether or not 
the omission was a “clerical error” or the final agreed-upon position. 

o Whatever the case, the task of adding these orphaned technologies to must-pass 
legislation will get harder the longer it takes. 

o That’s because it gets more difficult to get any legislation through both houses of 
Congress as the presidential, Senate and House election seasons heat up. 

 Supporters of the expansion aren’t giving up, though. 
o Seventy-four companies and groups sent a letter to House leaders in February, 

urging them to extend the ITC to all qualifying sources. 

 With investors seeking more certainty about tax credits before making investments, 
especially with technologies with long lead times, this is important for the renewable 
sources not covered by the extension. 

 With about nine months left before they expire, supporters of the renewable sources are in 
a full-court press to get them included. 

 Furthermore, 12 moderate House Republicans formed a new association called the House 
Republican Energy, Innovation, and Environmental Working Group. 

o The group will advocate for what it calls quote, “market-based reforms that will 
grow America’s economy, promote cleaner energy production and preserve the 
quality of our air and water,” end quote. 
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 It will be interesting to see how Congress attempts to address this issue. 

 To learn more about the renewable energy credits, go to www.energytaxcredits.com 
 
Hatch on Section 1603 

 In other renewable energy news, Senate Finance Committee Chairman Orrin Hatch is 
questioning whether the Section 1603 program needed additional oversight.  

 The Section 1603 program was created under the American Recovery and Reinvestment 
Act of 2009 to encourage investment in renewable energy during the economic recession. 

o It’s now expired. 

 The Section 1603 program allowed renewable energy property owners to take a 30 
percent cash grant in lieu of ITCs. 

 Treasury has awarded about $25 billion in Section 1603 cash grants. 

 But Hatch sent a letter to Treasury Secretary Jack Lew and IRS Commissioner John 
Koskinen, questioning whether the government had sufficient oversight of the program. 

 A 2013 report from the Treasury Inspector General for Tax Administration found that there 
was potential for Section 1603 grant recipients to claim tax credits to which they were not 
entitled. 

 Hatch in his letter asked the Treasury and the IRS to describe the mechanisms that each 
have in place to ensure the integrity of the Section 1603 program. 

 He also asked about the communication and coordination between the IRS and Treasury 
when overseeing Section 1603 grants and ITCs. 

 Hatch requested a response by April 1. 

 You can find a copy of the letter on our website at www.energytaxcredits.com. 
 

 
 

http://www.energytaxcredits.com/
http://www.energytaxcredits.com/

