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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, begins with a brief 

recap of where presidential candidates stand after last week’s Indiana contests. He’ll also touch 

on a tax overhaul hearing scheduled by the House Ways and Means Tax Policy Subcommittee 

this week. In the low-income housing tax credit section, he discusses how much will be 

available for the inaugural allocation of the National Housing Trust Fund. Then, he discusses 

the Federal Housing Finance Agency’s adjustment of multifamily lending caps for Fannie Mae 

and Freddie Mac. After that, he shares one report’s findings about the potential benefits of 

clustering low-income housing tax credit properties in low-income areas. In new markets tax 

credit news, he talks about a Dear Colleague letter that urges House Ways and Means 

Committee leadership to make the NMTC a legislative priority. Then, he discusses a bill 

designed to attract more investments in economically distressed communities. In the historic tax 

credit section, he shares how listeners can submit nominations for the National Trust for Historic 

Preservation’s 11 Most Endangered Historic Places. In state historic tax credit news, he talks 

about a proposal in Mississippi to double the state historic tax credit’s program cap and has 

breaking news on the state historic tax credit in Alabama. And he closes out with renewable 

energy tax credit news, where he talks about new IRS guidance on safe harbors and the 

production tax credit. Finally, he’ll discuss a milestone recently achieved by the renewable 

energy industry. 

 
Summaries of each topic:  
 

1. General News (2:45 – 5:19) Page 2 

2. Low-Income Housing Tax Credits (5:20 – 11:47) Pages 3 – 4 

3. New Markets Tax Credits (11:48 – 14:23) Page 5 

4. Historic Tax Credits (14:24 – 17:48) Pages 6 – 7  

5. Renewable Energy Tax Credits (17:49 – 22:11) 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 

 As you know, the field of presidential hopefuls has narrowed. 

 Sen. Ted Cruz and Ohio Gov. John Kasich have both dropped out of the running for the 
GOP nomination. 

 Cruz and Kasich made the announcements after party frontrunner Donald Trump scored a 
decisive victory in Indiana last week. 

 Trump scooped up all 57 of Indiana’s Republican delegates. 

 The win cemented Trump’s lead and Trump is now presumed to be the Republican 
presidential nominee. 

 Trump has 1,057 soft delegates, needing only 180 more to clinch the nomination before 
the Republican convention in July. 

 For the Democrats, Bernie Sanders officially won Indiana with 44 delegates, but Hillary 
Clinton walked away with 39 delegates. 

 Clinton remains the Democratic party’s likely nominee. 

 Clinton has 2,201 pledged delegates and super delegates of the 2,383 needed for the 
nomination, meaning she needs only 182 more. 

 So more likely than not, Trump and Clinton will be the standard bearers for their respective 
parties in November. 

 As each frontrunner begins to pivot to the general election and add details to their policy 
platforms, we will examine how each candidate would prioritize affordable housing and 
community development issues. 

 I’ll keep sharing important updates in future podcasts. 
 
Tax Overhaul Hearing 

 In other news, the House Ways and Means Tax Policy Subcommittee has scheduled a 
hearing on ideas for improving the tax code. 

 The hearing is this Thursday, May 12. 

 The “member day” hearing gives House members a chance to testify on measures they 
have sponsored to improve the tax system. 

 Testimony will be limited to congress members who have either introduced or 
cosponsored tax legislation. 

 However, you may submit written comments for the hearing record by going to the House 
Ways and Means hearings page. 

 Written comments are due Wednesday, May 26. 

 We will be monitoring the hearing, and we look forward to hearing some  members of 
Congress discuss the importance of preserving and strengthening the low-income housing 
tax credit, the new markets tax credits, historic tax credits and renewable energy tax 
credits. 

 Please follow me on Twitter, and I’ll tweet updates during the hearing. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 

Housing Trust Fund Allocation 

 In affordable housing news, HUD last week published its fiscal year 2016 allocation 
amounts from the National Housing Trust Fund. 

o The allocations went to all states and territories. 

 This first-ever allocation came eight years after the Housing Trust Fund was created. 

 As expected, the allocation was just shy of $174 million. 
o The biggest recipient was California, which will receive $10.1 million. 
o New York, Texas, Florida and Illinois rounded out the top five. 
o American Samoa was on the opposite end, receiving a little more than $12,000. 

 The Housing Trust Fund was created by the Housing and Economic Recovery Act of 
2008. 

o The fund is capitalized through contributions by Fannie Mae and Freddie Mac 
based on new business purchases. 

 HUD released its proposed allocation formula in 2009 and its proposed regulations in 
2010. 

 But the Federal Housing Finance Agency suspended the contributions from Fannie Mae 
and Freddie Mac to the HTF shortly after it was created. 

o The Capital Magnet Fund also had contributions suspended. 
o That fund also offers grants and is administered by the CDFI Fund. 

 Finally, in late 2014, FHFA Director Mel Watt announced that Fannie and Freddie would 
start setting aside their contributions based on new business purchases in 2015. 

 The funds announced last week are the first of those funds to be allocated. 
o The money is to be used as grants to complement existing efforts for affordable 

housing, particularly for people at the lower end of the economic scale. 

 Each state or territory is expected to draft and approve an HTF plan by June, which is 
expected be similar to their low-income housing tax credit (LIHTC) qualified allocation 
plan. 

 If you’re interested in more information, we’ve covered the Housing Trust Fund extensively 
at my Notes from Novogradac blog.  

 
FHFA Adjusts Enterprise Caps 

 In other news, the Federal Housing Finance Agency, or FHFA, announced last week that it 
was increasing the 2016 multifamily lending caps for Fannie Mae and Freddie Mac. 

 The caps for the Enterprises will go from $31 billion to $35 billion. 
o That’s an increase of nearly 13 percent. 

 The adjustment is a result of the FHFA’s plan to review estimates for the size of the 
multifamily finance market every quarter and increase the caps if warranted. 

 With the overall size of the 2016 multifamily finance market larger than estimated, FHFA 
raised the caps. 

 In December, the FHFA announced a $1 billion increase for each Enterprise, to $31 
billion. 

o Now it’s jumping another $4 billion. 

 The boost in funding supports the FHFA’s goal to maintain the presence of Freddie Mac 
and Fannie Mae as backstops for the multifamily finance market. 
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o Loans in most affordable and underserved market segments are exempt from the 
cap, but the availability of more financing is still good news. 

 This increase also highlights the strength of the multifamily finance market. 

 The next FHFA update will come after the second quarter ends, probably in mid-summer. 
 
NBER LIHTC Report 

 In other news, a new working paper concludes that many affordable housing goals could 
be achieved by building more LIHTC properties in low-income and high-minority areas. 

o The conclusions come out of a paper written by two professors at the Stanford 
University Graduate School of Business for the National Bureau of Economic 
Research. 

 The working paper’s authors looked at the neighborhood impact of multifamily housing 
funded through the LIHTC. 

 Their conclusions were interesting. 

 The study measured the impact based on what the neighborhood was like before the 
LIHTC housing was built. 

o In poorer neighborhoods, property values went up after the development of a 
LIHTC property. 

o In wealthier neighborhoods, specifically those with a low minority population, 
housing prices went down. 

 I should point out that from a dollar amount standpoint, the economic benefits to low-
income communities are vastly greater than the cost to wealthier neighborhoods. 

o The authors found that benefits of a LIHTC property to the lower-income 
neighborhoods were estimated at $116 million. 

o The cost to the wealthier, whiter areas was $12 million. 

 And it wasn’t just property value that was affected. 
o The study showed that the median income in low-income areas went up after the 

construction of a LIHTC development, while median income went down in the 
wealthier, low-minority-population areas. 

o Significantly, they also found that crime–both property crime and violent crime–
went down in low-income areas with a LIHTC development. 
 And the crime rate in the wealthier, whiter areas did not increase with a tax-

credit property. 

 The conclusion that LIHTC developments actually help lower-income neighborhoods runs 
counter to some recent philosophy of affordable housing. 

 There has been a school of thought that building low-income housing in poor 
neighborhoods just creates more burdens. 

o But this paper indicates otherwise. 

 This study is particularly interesting in light of last summer’s ruling by the Supreme Court 
in the Texas case, which was followed by HUD’s final rule on affirmatively furthering fair 
housing. 

o Those two events resulted in requirements for affordable housing plans to 
include ways to avoid any discrimination. 

o And the Supreme Court ruled that discrimination takes place if there is a 
disparate impact on a protected class, whether or not it was intended. 

 The fact that this latest study highlights the benefits of LIHTC properties to lower-income 
neighborhoods adds another issue to consider. 
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NEW MARKETS TAX CREDIT NEWS 

NMTC Sign-On Letter 

 In new markets tax credit (NMTC) news, a Dear Colleague letter is being circulated in 
support of keeping the NMTC in the tax code. 

 Leading the bipartisan effort are 
o Ohio Republicans Steve Stivers and Mike Turner,  
o as well as New York Democrat Jose Serrano. 

 The letter asks House Ways and Means Committee Chairman Kevin Brady to make the 
NMTC a priority in tax reform discussions. 

 Consider urging your congress member to sign the Dear Colleague letter. 

 The deadline to sign is Monday, May 16. 
 
Investing in Opportunity Act 

 Speaking of across-the-aisle cooperation, bipartisan legislation was introduced last month 
to increase incentives for investing in low-income communities. 

 The Investing in Opportunity Act would authorize governors to designate certain low-
income areas as Opportunity Zones. 

o The proposal uses the New Markets Tax Credit program definition of “low-income 
community” to define areas eligible for designation as an Opportunity Zone. 

o And the bill encourages governors to consider areas that demonstrate success in 
geographically targeted development programs, such as the NMTC.  

o Up to 25 percent of a state’s qualifying NMTC census tracts can be designated 
as Opportunity Zones. 

 The bill would also encourage investors to contribute to Opportunity Funds or “O Funds.” 
o The O Funds would be required to invest 90 percent of resources in qualifying 

Opportunity Zones. 
o Supporters of the bill say that many investors are willing to invest in underserved 

communities, but lack the means to execute the investments on their own. 
o O Fund investors can pool their resources and thereby mitigate risk. 

 The legislation temporarily defers capital gains recognition from the sale of an appreciated 
asset—if the gains are reinvested into qualified assets in an Opportunity Zone.  

 And, the initiative is not only bipartisan, but also bicameral.  

 S. 2868 has five cosponsors and was introduced by Republican Tim Scott and Democrat 
Cory Booker. 

 H.R. 5802 has 21 cosponsors and it was sponsored by Republican Pat Tiberi and 
Democrat Ron Kind. 

 Read more about the proposal on my Notes from Novogradac blog.  

 Please add comments as to what you think of the proposal and ways you think it might be 
further enhanced.  
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HISTORIC TAX CREDIT NEWS 

11 Most Endangered Historic Places Nominations 

 In historic tax credit (HTC) news, the National Trust for Historic Preservation is now 
accepting nominations for its 2016 list of America’s 11 Most Endangered Historic Places. 

 Every year, the National Trust publishes a list of historic places that are in danger of being 
lost.  

 The purpose of the list is to bring national attention to those sites, so that they can be 
preserved.  

 Placement on the list does not grant specific legal protections. 

 However, less than 5 percent of listed sites have been lost, this according to the 
National Trust for Historic Preservation.   

 Some of the sites that have been successfully saved were preserved through the use of 
federal or state HTCs.  

 The National Trust uses a few key criteria when determining what sites make this list. 

 These include: 
o the significance of the place,  
o the urgency of the threat it faces and  
o the feasibility of finding a solution that would address the threat.  

 The National Trust also weighs other factors, including whether there is local 
support for saving the threatened site. 

 The nomination period will end June 15. 

 And, the 2016 list of America’s 11 Most Endangered Historic Places will be announced 
October 5.  

 For more information and to nominate a historic place, go to www.savingplaces.org.  
 
Mississippi State HTC Cap 

 In state HTC news, a Mississippi bill that would double state HTC program funding is now 
waiting for the governor’s signature.  

 Mississippi enacted a 25 percent state HTC in 2006. 

 The program was authorized at $60 million, but that cap was reached about a year ago.  

 As a result, many developers hoping to use the credit have put their historic preservation 
projects on hold.  

 Senate Bill 2922 would double the program cap to $120 million, adding a $12 million 
annual cap.  

o On one hand, the bill could get historic rehab projects off the sideline. 
o On the other hand, the bill includes a restriction that some say could hurt 

preservation efforts in the state. 
o With few exceptions, the proposed bill would disqualify single-family homes from 

using the HTC—even though single-family homes are allowed to use the credit 
under current law. 

 As I said, the bill is awaiting Gov. Phil Bryant’s signature.  

 The deadline for the governor to sign the bill is this Friday, May 13. 

 If he does not sign or veto the bill by Friday, the bill automatically becomes law. 

 If enacted, S.B. 2922 would become effective July 1.  

 To read the bill, go to www.historictaxcredits.com.   
 

http://www.savingplaces.org/
http://www.historictaxcredits.com/
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Alabama Historic Tax Credit 

 Turning to the state of Alabama, in breaking news, the Alabama legislature ended their 

session without extending their state HTC.  

 Per the Birmingham Business Journal, though, supporters are already eyeing a renewed 

bid for an extension in 2017.  

 We’ll provide more background on this unfortunate turn of events in next week’s Tax 

Credit Tuesday podcast. 
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RENEWABLE ENERGY TAX CREDIT NEWS 

IRS Guidance 

 In renewable energy tax credit (RETC) news, the IRS last week issued guidance on some 
significant issues for developers of properties claiming the production tax credit (PTC). 

 The IRS published Notice 2016-31 which clarifies previous guidance on the begin-of 
construction date and when a facility must be placed in service to claim the renewable 
energy PTC.  

 The Notice also clarifies how the five percent safe harbor applies to retrofitted facilities. 
o Those safe harbors have varied in recent years because of several short-term 

extensions of the PTC. 
o But December’s passage of the PATH Act, which extended the PTC through 

2020 with a gradual phasedown, required an update. 

 Concerning the begin-construction date, the IRS guidance said that a facility satisfies the 
continuity safe harbor if it is placed in service no more than four calendar years after the 
calendar year in which construction began. 

o The notice included a revision of the list of excusable disruptions under which the 
safe harbor remains in effect. 

o The list now features 11 items that include weather disasters, labor stoppages 
and delays requested by the government. 

o The list is non-exclusive. 

 The notice said the five percent safe harbor applies only to expenditures on new property 
used to retrofit an existing facility. 

o So for facilities that are undergoing retrofitting, only the cost of new property used 
to retrofit an existing facility qualifies for purposes of satisfying the five percent 
test. 

 The IRS notice also reemphasized and clarified details concerning the physical work test, 
emphasizing that it looks for a significant nature of work to pass the test. 

o The IRS reiterated that there’s no fixed minimum amount of work or financing to 
meet the test. 

o The test is about the significance. 
o The notice provides examples of significance that include such things as 

 excavation for the foundation at a wind facility, 
 construction of a retaining wall for a hydropower facility, and 
 site improvements for biomass and trash facilities. 

o There are several other examples and the IRS emphasized that the list isn’t 
exhaustive. 

 The notice also said the IRS will not issue private letter rulings to taxpayers regarding the 
application of the notice or the beginning of construction requirement on previous IRS 
notices. 

 For a copy of IRS Notice 2016-31 or to learn more about Renewable Energy Tax Credit 
matters please go to www.energytaxcredits.com or you can call my partner Tony 
Grappone in our Boston office. 

 
MillionSolarStrong Campaign 

 In other news, the Solar Energy Industries Association, or SEIA, launched the 
MillionSolarStrong campaign last week. 

http://www.energytaxcredits.com/
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 The campaign celebrates the installation of 1 million solar installations nationwide. 

 The first photovoltaic solar home installation, by the way, was in 1973. 
o The U.S. didn’t reach 1,000 installations until 2001. 
o and hit 100,000 installations in 2009. 

 The growth of solar installation is attributed to a few significant factors, including the 30 
percent federal investment tax credit (ITC). 

 SEIA estimates that the nation will reach 2 million solar installations in two years and that 
there will be 4 million solar installations by 2020. 

 The million-installation milestone–and, more importantly, the dramatic increase coming in 
the next few years–is a great example of how policy such as the ITC can help spur 
investment. 

o With the number of jobs in the solar industry more than doubling in the past five 
years, plus a significant cut in carbon emissions, it certainly looks like a good 
investment. 

 The “Million Solar Milestone” report is by George Washington Solar Institute and you can 
find a copy at www.energytaxcredits.com. 

 

 

http://www.energytaxcredits.com/

