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In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac, CPA, shares updates on 

opportunity zone designations. He also talks about how the fiscal year 2018 omnibus spending 

bill affects the low-income housing tax credit. Then, he discusses some Treasury 

recommendations on modernizing the Community Reinvestment Act and he’ll have an update 

on confirming the next commissioner of the FHA. After that, he shares some brief news on 

certain HUD fees, an extended state historic tax credit program and the latest qualified equity 

investment issuance report for the New Markets Tax Credit program.  

 

 

 

Summaries of each topic:  
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d. Brian Montgomery (08:55-10:01) 
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GENERAL NEWS 

Opportunity Zone Designations 

 In general news, Treasury yesterday made the first opportunity zones designations . 

 That was for 15 states and three territories. 

 The designated states and territories were among the ones that submitted their 

opportunity zone nominations by the March 21 deadline.  

 Now the states are 

o Arizona, 

o California, 

o Colorado, 

o Georgia,  

o Idaho, 

o Kentucky, 

o Michigan, 

o Mississippi, 

o Nebraska, 

o New Jersey, 

o Oklahoma, 

o South Carolina, 

o South Dakota, 

o Vermont and  

o Wisconsin. 

 And then three territories are: 

o American Samoa, 

o Puerto Rico and 

o the U.S. Virgin Islands. 

 Now all in all, this initial group of designations includes more than 3,500 census tracts. 

 Now as you probably know, investors in qualified opportunity funds that make 

investments in qualified opportunity zones can defer tax on prior gains through the date, 

Dec. 31, 2026. 

o There’s also other benefits. 

 Some gain exclusion, as well as no tax on additional gains if you hold the 

investment for 10 years.  

 Now Treasury also reaffirmed yesterday that the IRS does plan to provide additional 

information on the certification of opportunity funds. 

 That’s required in order to actually make opportunity zone investments. 

 Now opportunity funds are going to have to hold at least 90 percent of their fund 

investments in opportunity zone property. 

 Now for more information on opportunity zone designations, go to our dedicated 

resource center at www.opportunityzoneresourcecenter.com.  

 And if you have specific questions about opportunity zones and how they can be used to 

incentivize capital investment in distressed areas, please send an email to 

cpas@novoco.com or, you can reach out to my partner John Sciarretti in our Dover Ohio 

office. 

 

 

http://www.opportunityzoneresourcecenter.com/
mailto:cpas@novoco.com
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FY 2018 Omnibus Spending Bill 

 I also want to share with you highlights of some recent analysis by Novogradac & 

Company as to how the fiscal year 2018 omnibus spending bill affects affordable rental 

housing and jobs.   

 Now as I’ve mentioned in previous podcasts, the temporary 12.5 percent increase in 

volume cap low-income housing tax credits (LIHTCs)  that was enacted under the 

spending bill, this 12.5 percent increase would partially offset the LIHTC apartments that 

will be lost due to last year’s tax bill. 

 Now the top 10 states that will gain the most affordable housing and jobs under the 

spending legislation are, and they are based upon population, because that’s how the 

12.5 percent increase is, population or the per state minimum . 

 So the top 10 states are: 

o California, then 

o Texas, 

o Florida, 

o New York, 

o Illinois, 

o Pennsylvania, 

o Ohio, 

o Georgia, 

o North Carolina and then tenth, 

o Michigan. 

 Now the 12.5 percent allocation increase will bring back, by our estimates, about 28,400 

homes or about 12 percent of the 235,000 or so LIHTC homes estimated to be lost in tax 

reform. 

 Now it’s important to note that the allocation increase applies  only to volume cap 

LIHTCs, not tax credits generated by tax-exempt private activity bond-developments. 

 Now the 12.5 percent allocation increase also will represent 32,000 jobs, $2.7 billion in 

business income and more than $1 billion in federal, state and local tax revenue.  

o All good things. 

 The bigger question for us at Novogradac, and for many of you, is how much additional 

production is needed just to get back to pre-tax-reform levels. 

 To get back to pre-tax-reform production over the next 10 years, we would need an 

additional 204,000 rental homes. 

 Now, those 204,000 rental homes would, by the way, lead to  

o 230,000 jobs, 

o $19.4 billion in business income and  

o $7.5 billion in federal, state and local taxes. 

 So as I’ve said, the 12.5 percent allocation is a great start to helping recover some o f the 

lost production, but much, much more needs to be done to get back to production to 

where it was before tax reform. 

o And obviously we even need production beyond that. 

 You can find a post on the topic, this topic, on my blog. 

 The link will be in the show notes, and I’ll send out a tweet. 

 

 

 



Summary: April 10, 2018 
 

 

CRA Recommendations 

 Let’s turn now to banking regulation.  

 The Treasury Department last week released a memo addressed to the bank regulatory 

agencies with several recommendations to modernize the Community Reinvestment Act 

or CRA. 

 The CRA encourages banks to help meet the credit needs of the communities in which 

they operate, including low- and moderate-income neighborhoods and households. 

 CRA considerations often play a significant role in influencing where some banks choose 

to invest in LIHTCs and new markets tax credits (NMTCs). 

 Now any effort by the banking regulators to revise CRA regulations could clarify that 

Opportunity Zone investments do qualify for CRA credit. 

 Now the banking industry has undergone major changes since the CRA was first 

enacted 41 years ago in 1977. 

 So, Treasury said CRA regulations and performance expectations have not kept up with 

industry changes over those past four decades. 

 Issues like: 

o interstate banking,  

o mortgage securitization  

o and Internet or mobile banking.  

 As a result, Treasury reviewed the current CRA framework and released a list of 

recommended changes to make sure a bank’s CRA activities align with its community’s 

needs. 

 The recommendations are in four key areas. 

 The first is redefining assessment areas to better address the new ways in which banks 

accept deposits and provide digital banking services. 

o Now this could be very helpful in increasing bank interest in LIHTC and NMTC 

investments that are outside of the traditional assessment areas, thus increasing 

equity pricing in the so-called secondary markets. 

 Now the second recommendation is to increase transparency around the rating process.  

 Treasury’s third recommendation is to improve how CRA examinations  are administered. 

 Treasury recommends that regulators standardize the CRA examination schedules to 

reduce delays in the release of performance evaluations.  

o That way, banks can have more time to respond and react to recommendations 

before the next performance evaluation starts. 

 And the fourth recommendation is to better incentivize CRA performance.  

 Now we expect an advance notice of proposed rulemaking from regulatory agencies 

soon, particularly, we’re looking for one from the Office of the Comptroller of the 

Currency. 

 In the meantime, you can read more about Treasury’s recommendations.  

 We posted the Treasury memo on our website. 

 The link is in today’s show notes.  

 I will also tweet out a link. 

Brian Montgomery 

 Switching gears now to mortgage finance, industry stakeholders believe the Senate will 

confirm Brian Montgomery as the next Federal Housing Administration commissioner 

this month. 
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 President Donald Trump officially nominated Montgomery for the post in September 

2017 and the Senate Banking Committee then advanced the nomination in November. 

 But his confirmation by the full Senate has been held up until now.  

 Now Montgomery is the cofounder and vice chairman of Collingwood Group, a housing 

finance consulting firm in Washington.  

 Montgomery was the FHA commissioner from 2005 to 2009, and he served as the acting 

HUD secretary briefly in 2009. 

 And also before that, he worked for the Texas Department of Housing and Community 

Affairs. 

 The White House nomination announcement last fall noted that Montgomery helped 

provide affordable housing financing to preserve, refinance and develop more than 

300,000 rental units during his tenure with the FHA. 

 I’ll keep you updated about his confirmation process in future podcasts. 
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OTHER NEWS 

 In other news, the New York legislature approved a state budget for fiscal year 2019 that 

includes a five-year extension of the state historic tax credit (HTC). 

 And I also have other good news for tax credits. 

o Now the state HTC was extended through the year 2024 and under the new law 

taxpayers can claim the entire credit in the first year, the year of placement-in-

service. 

 This is unlike the federal HTC, which now must generally be claimed over 

five years. 

o The budget legislation also rejected a proposal by Gov. Andrew Cuomo that 

would have limited taxpayers to $2 million a year in tax credits.  

o Cuomo had proposed requiring taxpayers to defer the balance of their tax credit 

claims until the year 2021. 

o But as I said, the final legislation did not include that provision. 

 Elsewhere, HUD released its monthly per-unit administrative fee rates for 2018. 

o That applies for agencies that administer most of its housing programs. 

o These fees cover the Section 8 housing choice voucher program, as well as:  

 The five-year mainstream program and 

 the moderate rehabilitation program, including single-room occupancy 

(SROs). 

o Now there are two HUD fee rates. 

 One is for the first 7,200 units leased by a housing agency in 2018.  

 The other is for the balance of the units. 

o I’ve included a link to the fee rate schedule in today’s show notes, and I’ll also 

send out a tweet of that link as well. 

 In community development news, the CDFI Fund last week released its latest Qualified 

Equity Investment Issuance Report.  

 As of the report’s April 5 release date, the amount of NMTC allocation authority still 

available is more than $5.9 billion.  

o Though as in the past I’ve noted, a lot of that is already soft circled.  

 If you would like to see the latest QEI Report, go to www.newmarketscredits.com.   

  

http://www.newmarketscredits.com/
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