
Summary: May 12, 2020 
 

 

In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA shares important 

guidance and legislative updates regarding the Paycheck Protection Program. Next, he 

discusses the Emergency Rental Assistance and Rental Market Stabilization Act of 2020 that 

was introduced in the House and Senate, which creates a $100 billion emergency rental 

assistance fund. Then, he shares highlights from a Novogradac special report about the effect 

of the last national recession on low-income housing tax credit properties and what that 

historical data could suggest for future economic downturns. He then talks about challenges that 

the wind and solar industries are facing during the COVID-19 pandemic. He wraps up by 

announcing the Novogradac 2020 Opportunity Zones Virtual Conference and the Novogradac 

2020 New Markets Tax Credit Virtual Conference.  

 

Summaries of each topic:  

1. General News (2:20-23:17) Pages 2-8 

a. Paycheck Protection Program Updates (2:20-8:33) 

b. Proposed Changes to Paycheck Protection Program (8:34-11:57) 

c. Emergency Rental Assistance and Rental Market Stabilization Act of 2020  

(11:58-14:58) 

d. Novogradac Occupancy, Rent Receipt Special Report (14:59-18:55) 

e. Wind and Solar Challenges During COVID-19 Pandemic (18:56-23:17)  

2. Other News (23:18-26:55) Pages 9-10 

a. Novogradac Virtual Summer Conferences (23:18-26:55) 

3. Additional Resources 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, 2020. All rights reserved. Reproduction of this publication in 
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GENERAL NEWS 

Paycheck Protection Program Updates 

I want to start off with some guidance on the popular Paycheck Protection Program, or PPP. 

But first, here’s a quick status update on the PPP: The Small Business Administration 
administers PPP loans to help employers keep workers on their payroll during the COVID-19 
pandemic. As of the end of day Sunday, May 10, the number of PPP loans that had been 
approved by the Small Business Administration under the second tranche of funding is 2.6 
million. That’s 2.6 million total loans under the second round of funding. 

Those 2.6 million loans equate to $188 billion in approved PPP loans under the second 
round of funding. That amount approved is nearly 60 percent of the $320 billion authorized 
for the second round of the PPP. About $132 billion is still available, but this $132 billion 
could increase slightly, as I’ll explain shortly. 

One of the attractive aspects of the PPP loan is that they’re eligible for forgiveness. With the 
amount eligible for forgiveness potentially diminishing where headcounts or payroll amounts 
decrease. The PPP loan funds are to be used for payroll, rent, mortgage interest or utilities. 
There are more rules and nuances to the program, but that’s a high-level overview.  

Now, when you’re thinking about PPP loans and its forgiveness, bear in mind that the loan 
and its forgiveness involve certifications. Including the certification that the economic 
uncertainty caused by the coronavirus crisis necessitated PPP funds to support ongoing 
operations. 

Treasury announced recently that the SBA would review all PPP loans of more than $2 
million before the loans are forgiven. Details on what that review process will entail are 
forthcoming.  

To add to the concern that many borrowers have regarding demonstrating need for a PPP 
loan, presumptive Democratic presidential nominee Joe Biden, this morning, sent out a 
tweet promising additional review if he is elected president. 

Let me quote his tweet: “Let me be clear: My Administration will review every single stimulus 
loan given to big companies and political insiders. We will find any dollar taken corruptly, we 
will come get it, and we will punish the wrongdoers.” 

That is a powerful tweet. In his tweet, and attached video message, no guidance was 
provided as to what defines as a “big company” or a “political insider”. 

To this end, the Small Business Administration does offer a safe harbor to repay PPP loans. 

The Small Business Administration last week did extend the repayment safe harbor from 
May 7 to the new deadline of this Thursday, May 14. Any borrower who applied for a PPP 
loan before April 24 and who repays the loan in full by the new May 14 deadline will be 
deemed as having made the required certification in good faith.  

Many companies have repaid such loans already, as how one demonstrates need is 
unclear. As foreshadowed earlier in this podcast, these repayments will be make more 
money available to other PPP loan applicants. 
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If you’re a PPP loan recipient and you would like help documenting your need for PPP 
funds, Novogradac can help. Novogradac has developed a framework to help borrowers 
document support for their qualification for PPP loans and future forgiveness. 

I gave a broad overview of this framework last week. Under the framework, a PPP borrower 
would compare its cash flow projections from before the crisis to updated projections during 
or after the crisis. The framework also documents the reasons for cash flow projection 
changes. The framework confirms staffing levels, wages and use of funds. And the 
framework documents actual changes to revenue, expenses and cash flow. 

If you’re applying for a PPP loan, the Novogradac team can help you apply this certification 
framework to your business’ needs. 

I do want to touch briefly on another relief measure enacted under the CARES Act: the 
employee retention tax credit. I mention the employee retention tax credit because 
employers who receive a PPP loan are not allowed to also claim the employee retention tax 
credit. 

You have to choose one or the other.  

Both the PPP and the employee retention credit are meant to help business owners retain 
employees on their payroll amid the pandemic crisis. But they’re not identical resources.The 
PPP is a forgivable loan, whereas the employee retention credit is a refundable tax credit. 
The tax credit is up to $5,000 per employee, determined with reference to wages paid by an 
eligible employer affected by COVID-19. 

Going back to the PPP safe harbor, the IRS said that if an employer repays its PPP loan by 
May 14, then that employer would be eligible for the employee retention credit. That’s 
assuming, of course, that the employer otherwise meets the criteria for the employee 
retention tax credit. 

If your business does need pandemic relief, Novogradac can help evaluate which resources 
are available and appropriate to your needs. Please contact Novogradac’s Megan Murphy 
or Reza Karim for more information on how Novogradac can help. I’ll include their contact 
info in today’s show notes.  

Proposed Changes to Paycheck Protection Program  

On a related note, some federal legislative changes to the PPP may be proposed in the next 
phase of COVID-19 legislation. House and Senate leaders are still negotiating the next 
phase of COVID-19 relief. In those negotiations, lawmakers are considering a variety of 
proposed changes to PPP. 

For example, House Speaker Nancy Pelosi said Democrats are considering extending the 
forgiveness period for PPP loans. Under current law, the amount of a PPP loan eligible for 
forgiveness depends on the borrower’s use of funds over an eight-week period. Extending 
the forgiveness period would make more funds available to borrowers. 

House Democrats are also considering extending the loan repayment term from the current 
two years to five years. This longer repayment period is aimed at giving businesses more 
time to recover before needing to repay their PPP loans.  
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Another proposed change is creating a PPP set-aside for smaller firms of fewer than 25 
people to make sure that small businesses can access PPP funds. 

Another issue with PPP that I mentioned last week was the implications of IRS Notice 2020-
32. In that notice, the IRS clarified that taxpayers are not allowed a deduction for an 
expense if payment of that expense results in forgiveness of a PPP loan. Many taxpayers 
and tax writers disagree with the guidance, arguing that the notice reduces the value of the 
PPP for borrowers, which of course it does do.  

To override that guidance, a bipartisan group of senators last week introduced the Small 
Business Expense Protection Act. The bill would allow businesses to deduct from their 
income, and thus reduce their taxes, expenses paid with a forgiven PPP loan. 

The bipartisan bill was introduced by Senate Finance Committee Chairman Chuck Grassley 
of Iowa, Ranking Member Ron Wyden of Oregon, Senate Small Business Committee 
Chairman Marco Rubio of Florida and Democrat Tom Carper of Delaware. 

Chairman Grassley and Ranking Member Wyden didn’t stop there. They also joined House 
Ways and Means Committee Chairman Richard Neal in sending a letter to Treasury last 
week. 

In the letter, they urged Treasury to reconsider the guidance under Notice 2020-32. The 
letter said the IRS notice goes against congressional intent and that businesses should be 
allowed to deduct expenses paid with a forgiven PPP loan. Grassley, Neal and Wyden also 
said that the IRS based the notice on what may have been a flawed analysis of the tax 
code. The letter argues that the expenses are properly allocable to income produced by the 
business, not allocable to the PPP loan forgiveness. 

As such, the letter concludes that businesses should be allowed to deduct PPP costs. The 
letter urged Treasury to reconsider its guidance in light of congressional intent and the 
importance of maximizing liquidity for businesses receiving PPP loans.   

I’ll tweet out a link to the letter. I’ll share any guidance or legislative updates in future 
podcast episodes.  

Emergency Rental Assistance and Rental Market Stabilization Act of 2020 

Staying on the topic of COVID relief, legislation was introduced in the House and Senate 
last week to create a $100 billion emergency rental assistance fund. 

The bill would: Authorize $100 billion for an Emergency Rental Assistance program to help 
families and individuals pay their rent and utility bills and remain housed during and after the 
COVID-19 crisis. The program would send funds through an existing federal temporary 
rental assistance program, HUD’s Emergency Solutions Grant or ESG program. 
 
This ESG program is being used to facilitate the rapid distribution of funds since the ESG is 
an already-available administrative and reporting program. Funds would be distributed by 
formula to HUD’s existing network of state, territory, city, and county ESG grantees. HUD 
would also set aside a special allocation for tribes. 
 
To ensure or expedite assistance for renters, HUD would be required to allocate the first 50 
percent of the funds within 7 days using HUD’s existing ESG formula. The remainder of the 
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funds would be allocated within 45 days through a new HUD-developed formula reflecting 
the need for additional emergency rental assistance due to COVID-19. 
Washington insiders say this legislation is very likely to be incorporated in the next COVID-
19 bill. 

What does this mean for listeners? 

Although the funds are allocated to state and local government agencies, low-income 
housing tax credit properties should be able to access the emergency rental assistance from 
those state and local government agencies to assist eligible tenants under this bill.  

Unlike regular ESG funds, the bill extends income eligibility of rental assistance to 
households earning up to 80 percent of area median income. And the HUD Secretary is 
authorized to provide waivers to assist households earning up to 120 percent of area 
median income in jurisdictions that show the needs of low-income renters are being met 

The legislation is called the Emergency Rental Assistance and Rental Market Stabilization 
Act. The House version was introduced by Financial Services Committee Chairwoman 
Maxine Waters of California. The other lead House sponsor is Democratic Rep. Denny Heck 
of Washington. They were joined by 133 cosponsors in the House, which means over 30% 
of the House supports this legislation. 

In the Senate, Democratic Sen. Sherrod Brown of Ohio is the lead sponsor. Sen. Brown 
announced that Minority Leader Chuck Schumer has agreed to cosponsor the Senate bill. 
Sens. Brown and Schumer are joined by 25 colleagues as cosponsors, nearly 30 percent of 
the Senate.  

You can find the bill and summaries in the show notes, and I’ll tweet out the link as well. 

Occupancy, Rent Receipt Special Report 

Next, I’m pleased to share some insights from a Novogradac special report about the effect 
of the last national recession on low-income housing tax credit properties. 

This Novogradac special report looks at occupancy rates and rental income for low-income 
housing tax credit properties during and after the Great Recession. The findings of the 
report should offer some encouragement to the affordable housing community, as it 
considers what the near- and long-term effects the current pandemic will have on the 
viability of LIHTC properties. 

The bottom line? The report found that both occupancy rates and rental income weathered 
the Great Recession without a huge drop. Owners of low-income housing tax credit 
properties maintained the ability to provide housing at restricted rents for low-income 
residents. That does provide reason for cautious optimism as we presumably head into 
another recession, this one due to the COVID-19 pandemic. 

As the report says, perfect comparisons don’t exist, but this is an informative look at 
affordable housing during a past crisis. In other words, this may not directly apply to the 
post-pandemic recession, but it does give an indication of what we might see. 

Let me give you some high-level numbers from the report. You can download and read the 
free report to get more information and details. I’ll share the link in today’s show notes and 
I’ll tweet it out, too. 
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First of all, this data comes from Novogradac’s database of more than 100,000 properties. 
The report focused on two-bedroom, low-income housing tax credit properties for residents 
who earn 60 percent of the area median income or less. That’s a typical low-income housing 
tax credit property. 

On occupancy, the national numbers show that the occupancy rate dipped slightly during 
the Great Recession, then began to increase again as the nation began to emerge from the 
recession. At its worst, the occupancy rate was 95.4 percent, which was less than 1 
percentage point below than the pre-recession level.Beginning in 2009, when the country 
was still in the recession, the national occupancy rate started a steady increase. 

Median rents received for those same apartments had a similar trend. Rent received 
essentially went flat for 2009, 2010 and 2011, before beginning a steady increase. 

The special report doesn’t just look at national figures. It also addresses occupancy rates 
and rental income for many metropolitan statistical areas during the same period. There 
were obviously local variations, but the Novogradac study shows that most areas had similar 
trends to that of the nation. 

That is, most areas saw occupancy and rental income flatten out briefly during the Great 
Recession, then begin growing again. For instance, all but two of the metropolitan statistical 
areas that we studied had a median annual increase of rent of between zero and 5 percent 
over the 12 years studied. In other words, virtually all areas saw rent increase, as well as 
occupancy increase. 

Again, those are just some high-level numbers. In addition to the special report, my partner 
Blair Kincer also wrote a blog post with some details. I will link to that in today’s show notes 
and tweet it out. 

To again highlight the key takeaway, this special report shows that low-income housing tax 
credit properties survived the Great Recession better than most real-estate-related 
properties. Occupancy stayed strong and so did rent receipts. 

I do encourage you to download it from our website. 

And if you are looking for additional portfolio-wide analysis of existing investments or market 
research for your next real estate development, please call my partner Blair Kincer or your 
local Novogradac office.  

If you’d like to learn more about low-income housing tax credit development and operations 
during the COVID-19 pandemic, I invite you to sign up for our Novogradac webinar this 
Friday, May 15. During the webinar, you’ll learn about certain deadline extensions, how to 
handle compliance monitoring challenges and more. 

Wind and Solar Challenges During COVID-19 Pandemic 

I want to shift gears now and talk about how the wind and solar industries have been 
affected by the COVID-19 pandemic and how to address those challenges in a variety of 
ways.   

In a letter to U.S. senators last week, Treasury announced that it would indeed modify the 
continuity safe harbor for the renewable energy production tax credit and investment tax 
credit. Many developers will be unable to meet deadlines required to claim the tax credits 
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due to interruptions caused by the pandemic. That safe harbor relief is welcome news for 
the solar and wind communities. 

My colleagues Nat Eng and Peter Lawrence did write a blog post last week on the current 
state of wind and solar. I’ll share some highlights from the blog post here.  

According to the Solar Energy Industry Association and the American Wind Energy 
Association, that’s SEIA and AWEA, wind and solar power are some of the fastest growing 
industries. However, the COVID-19 pandemic is hurting that growth. 

Most states have been in lockdown or shelter-in-place since mid-March. Social distancing 
rules have forced many businesses and industries to significantly slow production or stop 
completely. In many states, construction was deemed an “essential” activity that could 
continue operations. However, even in states where construction is deemed essential, 
progress is still significantly slowed by social distancing practices and Occupational Safety 
and Health Administration rules.  

In survey responses from the Solar Energy Industry Association, 86 percent of respondents 
said were very or moderately concerned about construction delays. About the same 
percentage were concerned about supply chain and equipment delays, as well as customer 
acquisition. In another SEIA survey, 40 percent of solar industry respondents reported 
staffing reductions.  

The wind industry doesn’t appear to be much better off. The American Wind Energy 
Association estimates that almost $35 billion in wind investment is at risk.  

In addition to these issues, both the wind and solar industries are also experiencing supply 
chain issues. The solar industry was already strained by various solar tariffs. These have 
been worsened by disruptions that have created high costs and longer wait times.  

It’s clear that the wind and solar industries have been severely impacted by the COVID-19 
pandemic. So, how can Congress help?  

To protect jobs and investments, AWEA and SEIA recommend that Congress prioritize the 
production tax credit and investment tax credit in a couple of different ways.  

First, by extending the ITC and PTC continuity safe harbor from four to six years for projects 
that qualified for the credit in 2016 and 2017. This extension would allow investors extra 
time to account for any issues that arise from the pandemic. As I mentioned earlier, 
Treasury indicated it will issue rules to extend these safe harbor provisions. We’re not sure 
when those rules are expected to be released just yet, but I’ll update you as more 
information becomes available.  

Another option would be to repeal the 75 percent general business credit limitation and/or 
increase the general business credit carryback period to five years. 

Both AWEA and SEIA also advocate that wind and solar industries be included in future 
economic stimulus packages and legislation. The CARES Act, by the way, did not include 
any relief specific to wind or solar. 

In addition to legislative changes, there are also regulatory updates that can help stimulate 
wind and solar activity. For example, the Community Reinvestment Act is currently 
undergoing regulatory reform. If renewable energy investment qualified as CRA activity, it 
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could help spur more investment in wind and solar. Some solar investment tax credit equity 
investments have qualified for CRA credit in the past, but SEIA wants to reform the 
regulations to make it easier to qualify. 

You can read more about the challenges and opportunities facing wind and solar in the blog 
post. I’ll include a link in today’s show notes and tweet it out as well.  

Also, if you have any questions, please reach out to my partner Nat Eng. If your wind or 
solar transaction is experiencing any delays or difficulties, you can ask Nat for assistance. I’ll 
include his contact info in today’s show notes.  
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OTHER NEWS 
In other news, I have an important update on upcoming Novogradac events.  

As you know, Novogradac hosts numerous conferences a year to provide essential 
networking opportunities and bring the most up-to-date tax incentive information to our 
attendees.  

As part of our efforts to combat the spread of COVID-19, Novogradac has turned our spring 
conferences into summer live virtual events. This will allow attendees to access the latest 
news and insights from the comfort and safety of their home or office. We’ve designed these 
events to be as interactive and as informative as our live, in-person events. Each session 
will feature a live Q&A, so attendees can ask questions directly to our expert panelists. 

We also know networking at Novogradac conferences is a huge draw for many of our 
attendees. That’s why we’re hosting a networking hub where our virtual conference 
attendees can interact and chat. 

We’ll also have a Novogradac Nexus exhibit hall where attendees can meet our sponsors 
and make new business connections. 

The first two virtual conferences we have rolled out will be held in July. First on Opportunity 
Zones, then New Markets Tax Credits. 

The Novogradac 2020 Opportunity Zones Virtual Conference will be held on July 15. This 
virtual conference will help attendees better understand the various market forces affecting 
the opportunity zones incentive, including the effects of the current pandemic. We’ll also 
discuss how opportunity zones investors and fund managers can play an active role in 
driving capital to communities that are being hit the hardest by the economic downturn.  

As I said, the opportunity zones conference is July 15. That date should be easy to 
remember. July 15 is the new tax day for 2020, extended from April 15. July 15 is also the 
extended 180-day deadline to invest capital gains from earlier this year into a qualified 
opportunity fund.  

Our second virtual conference will be the Novogradac 2020 New Markets Tax Credit Virtual 
Conference, which will be held on July 23. This conference will feature discussions about 
how current events have affected the new markets tax credit market and how the incentive 
can contribute to economic recovery efforts.  

As far as we know, the CDFI Fund is still planning to announce the 2019 new markets tax 
credit allocation round this summer, with the 2020 round expected to open soon thereafter. 
Our Novogradac conference is a key opportunity to ask our panelists questions about new 
markets tax credit requirements, tips for the next allocation round and more.  

Again, that conference is July 23. 

In addition to our virtual conferences, Novogradac will also host a new markets tax credit 
webinar on Thursday, May 21. This webinar will offer a deeper dive into the challenges 
facing new markets tax credit transactions because of the COVID-19 pandemic.  

I’ll include registration links to the virtual conferences and the new markets tax credit 
webinar in today’s show notes.  
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I encourage you to register for these events as soon as you can. We’re offering an early-bird 
discount for anyone who registers for the opportunity zones and new markets tax credit 
virtual conferences by the end of May. Register for a virtual conference by May 31 and your 
registration fee is only $49. Be sure to sign up soon to qualify for the early-bird discount. 

And stay tuned for future announcements for other Novogradac virtual conferences and 
online trainings. 
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Related Resources 

Paycheck Protection Program and Health Care Enhancement Act 

 Paycheck Protection Program and Health Care Enhancement Act 

 Notice 2020-32 

 Paycheck Protection Program FAQs (Updated May 6, 2020) 

 Email Megan Murphy 

 Email Reza Karim 

 

LIHTC Special Report 

 LIHTC Lessons from the Great Recession 

 Past Performance is no Guarantee of Future Results, but Maybe… 

 

Wind, Solar During COVID-19 

Treasury Letter on ITC, PTC Safe Harbor 

Notes from Novogradac: Solar, Wind Industries Disrupted by COVID-19 Pandemic, 
Would Benefit from Legislative Action 

 Email Nat Eng: Nat.Eng@novoco.com  

 

Novogradac Conferences, Webinar 

 Novogradac Effects of COVID-19 for LIHTC Development and Operations Webinar 

 Novogradac 2020 Opportunity Zones Virtual Conference registration 

Novogradac 2020 New Markets Tax Credits Virtual Conference Registration 

Novogradac NMTC Challenges Related to the COVID-19 Pandemic Webinar 

https://www.novoco.com/sites/default/files/atoms/files/ppp_and_health_care_enhancement_act_042120.pdf
https://www.novoco.com/sites/default/files/atoms/files/irs_notice_20_32_043020.pdf
https://www.novoco.com/sites/default/files/atoms/files/ppp_faqs_050620.pdf
mailto:megan.murphy@novoco.com?subject=Paycheck%20Protection%20Program
mailto:Reza.Karim@novoco.com?subject=Paycheck%20Protection%20Program
https://www.novoco.com/products/lihtc-lessons-great-recession
https://www.novoco.com/notes-from-novogradac/past-performance-no-guarantee-future-results-maybe
https://www.novoco.com/sites/default/files/atoms/files/letter_to_grassley_on_ptc_and_itc_042320.pdf
https://www.novoco.com/notes-from-novogradac/solar-wind-industries-disrupted-covid-19-pandemic-would-benefit-legislative-action
https://www.novoco.com/notes-from-novogradac/solar-wind-industries-disrupted-covid-19-pandemic-would-benefit-legislative-action
mailto:Nat.Eng@novoco.com
https://www.novoco.com/training/webinars/novogradac-effects-covid-19-lihtc-development-and-operations-webinar
https://www.novoco.com/events/novogradac-2020-opportunity-zones-virtual-conference
https://www.novoco.com/events/novogradac-2020-new-markets-tax-credit-virtual-conference
https://www.novoco.com/training/webinars/novogradac-nmtc-challenges-related-covid-19-pandemic-webinar
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