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

of Senate Appropriations Committee fiscal year 2016 allocations for the Departments of 

Transportation, Housing and Urban Development. Then, he reviews a proposed rule change by 

the Federal Reserve that could be good news for municipal bonds. In the low-income housing 

tax credit section, he discusses what tax credit and tax-exempt bond relief measures were 

authorized last week for counties affected by severe storms in Oklahoma and Texas. After that, 

he provides details on an introduced bill that could make it easier for homeless or formerly 

homeless students and veterans to find affordable housing. He closes out the section with 

information on how property owners and managers can learn more about operating expense 

trends for low-income housing tax credit properties. In new markets tax credit news, he tells 

listeners how much support was received for a sign-on letter urging Congress to permanently 

extend the new markets tax credit. In historic tax credit news, he shares a change in how a 

qualified commercial structure is defined for purposes of the Colorado state historic tax credit. In 

the renewable energy tax credit section, he discusses a new bill that would extend the 

renewable energy investment tax credit rate for another 5 years. In state-level news, he talks 

about a bill that makes several changes to state renewable energy tax credit standards in 

Kansas. 

 

 

Summaries of each topic:  

 

1. General News (2:28 – 7:11) Pages 2 - 3 

2. Low-Income Housing Tax Credits (7:12 – 13:16) Pages 4 - 6 

3. New Markets Tax Credits (13:17 – 14:47) Page 7 

4. Historic Tax Credits (14:48 – 17:43) Page 8 

5. Renewable Energy Tax Credits (17:44 – 21:19) Pages 9 – 10 

 

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, 2015. 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 

Senate Appropriations Committee Approves THUD Allocations  

 In general news, the Senate Committee on Appropriations last month adopted its 
subcommittee allocations for fiscal year 2016. 

 The allocations include more than $55.6 billion for the Subcommittee on Transportation, 
Housing and Urban Development (THUD) and related agencies. 

 The committee approved the allocations on a party line vote of 16 Republicans to 14 
Democrats. 

 Meanwhile, the House THUD allocation for fiscal year 2016 is about $55.3 billion. 
o That $55.3 billion is $1.5 billion above the enacted fiscal year 2015 levels. 

 However, as I’ve mentioned in previous podcasts, that amount is still not enough.  

 The Department of Housing and Urban Development (HUD) alone would need $3 billion 
more than what was allocated just to maintain its programs. 

 So while the Senate THUD allocation is about $376 million more than the House 
allocation, it still falls very short of what HUD needs.  

 Democrats pushed for an increase in allocation.  

 The Senate Appropriations Committee’s Ranking Member, Barbara Mikulski, offered an 
alternative allocation. 

o Her proposal would have provided $59.6 billion for THUD.  
o That’s approximately $4 billion more than what the committee ultimately 

approved. 
o Her proposal was voted down, and in not too much of a surprise, a straight party-

line vote. 

 Mikulski warned that President Obama would veto bills at the allocation level that her 
fellow committee members ended up approving.  

 She argued that Congress needed a budget agreement similar to one spearheaded last 
year by Rep. Paul Ryan and Sen. Patty Murray. 

o The Ryan-Murray deal is known as the Bipartisan Budget Act of 2013.  
o That deal increased discretionary budget caps originally set by the Budget 

Control Act of 2011 and allowed Congress to enact appropriations bills for fiscal 
years 2014 and 2015.  

 In addition, to set the subcommittee allocations, the Senate Appropriations Committee has 
begun its consideration of fiscal year 2016 spending bills, approving the Energy and Water 
and Military Construction/Veterans Affairs bills. 

 However, at this point, it’s still not clear when the Senate Appropriations Committee will 
consider the THUD bill. 

 But consideration could be as early as this week. 

 I’ll keep you posted on Twitter. 

 My handle is @Novogradac. 
 
Federal Reserve Proposes Municipal Bond Rule 

 Next, I have an update from the Board of the Governors of the Federal Reserve System 
(Fed) that could be potentially good news for municipal bonds. 

 That is, for lower yields of municipal bonds, such as it would lower the borrowing costs for 
municipal agencies. 
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 Last week, the Fed proposed a new rule as a response to one it adopted jointly last year 
with the Office of the Comptroller of the Currency (OCC) and the Federal Deposit 
Insurance Corporation (FDIC). 

 In September, the three bank regulators adopted a liquidity coverage ratio requirement for 
large banks. 

o Basically, that restricts which assets banks can sell during a period of financial 
distress. 

 Under the September rule, debt issued by states and cities were excluded from the 
category of high-quality liquid assets. 

 Cities, states and federal lawmakers pushed back against that policy, urging the Fed to 
reconsider. 

 They argued that excluding all municipal bonds would make bonds less attractive for 
banks to hold. 

o This, in turn, would make it more expensive for municipalities to issue debt for 
public projects.  

 Well, it looks like their concerns were heard. 

 Last week, the Fed proposed allowing large banks to consider some of their municipal 
bond investments as high-quality liquid assets. 

 The proposed rule would allow investment-grade, general obligation state and municipal 
bonds to be counted as high-quality liquid assets up to certain levels—that’s if they meet 
the same liquidity criteria that currently apply to corporate debt securities. 

 The proposed rule would only apply to entities subject to the liquidity coverage ratio 
imposed last September.  

 I should point out that we probably won’t see much of an impact unless the OCC and 
FDIC also agree to soften the rule.  

 That’s because most of the banks large enough to have an impact on the liquidity of 
municipal bonds are regulated by the OCC. 

 Also this proposed rule does not appear to apply to private activity bonds, including 
housing private activity bonds. 

 The Fed will accept comments on its proposed rule until July 24.  
o You can submit comments at www.federalreserve.gov.  

 
  

http://www.federalreserve.gov/
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LOW-INCOME HOUSING TAX CREDIT NEWS 

Oklahoma, Texas LIHTC Disaster Relief 

 Let’s move on to our low-income housing tax credit (LIHTC) section. 

 Last week, President Obama signed a disaster declaration for areas of Oklahoma and 
Texas affected in May by severe storms, tornadoes and floods. 

o More specifically, the federal disaster area includes Cleveland, Grady and 
Oklahoma counties in the state of Oklahoma. 

o In Texas, the counties included are Cooke, Gaines, Harris, Hays, Navarro and 
Van Zandt counties.  

 After the president’s declarations, the Federal Emergency Management Agency (FEMA) 
announced that federal disaster aid will be made available to supplement state and local 
efforts in those areas.  

 Among other federal assistance, multifamily properties in disaster areas financed by the 
LIHTC and tax-exempt bonds are eligible for relief under the Internal Revenue Code 
(IRC). 

 This relief includes 
o a temporary suspension of certain income limitations for displaced individuals; 
o eliminating the need to self-certify income eligibility;  
o permitting an allocating agency to allow a property owner to provide emergency 

housing relief to displaced individuals from other jurisdictions;  
o modifying the safe harbor relating to the amount of credit allowable to a restored 

building; 
o and more.  

 Another provision protects existing LIHTC property tenants from being evicted solely to 
provide emergency housing relief for displaced individuals.  

 Disaster zones may also be eligible for certain relief from carryover allocation, placed-in-
service requirements and recapture. 

 I’ll keep you posted if anything changes. 

 I’ll note, IRS disaster relief guidance related to LIHTC and tax-exempt bond properties can 
be found in Revenue Procedures 2014-49 and 2014-50. 

 We have that guidance posted for you at www.taxcredithousing.com.  
o Hover over the LIHTC tab and click on IRS Guidance. 

 For more details, I encourage you to visit the entry I posted yesterday on my blog.  

 And also, if you have more specific questions about providing housing to storm victims or 
how to deal with the property that you have that has been affected by the storms, I 
encourage you to contact my partner Jim Kroger in our San Francisco office to discuss 
common issues that can arise. He can be reached at 415-356-8000. 

 
Homeless Students LIHTC Bill 

 Shifting gears now, I’d like to discuss a recently introduced bill that could greatly increase 
affordable housing options for certain full-time students. 

 As many of you know, most full-time students who would otherwise qualify for low-income 
housing cannot access housing units funded under the LIHTC program. 

 The purpose of the student rule, or the concept behind the student rule, is to prohibit 
LIHTCs from being used to build student housing. 

http://www.taxcredithousing.com/
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o It also designed to prevent college students from using resources meant for 
individuals and families with more serious housing needs. 

o That being said, the student rule provides no exception for homeless and 
recently homeless youth or veterans who may face more housing challenges 
than other students. 

 This new bill could change that. 

 If passed, the legislation would give homeless or previously homeless full-time students 
the chance to qualify for LIHTC housing. 

o Essentially, their status as a student would no longer automatically disqualify 
them for LIHTC housing. 

 Which students would qualify for this exemption? 
o Well, individuals who were homeless children or youth within seven years of 

moving into the LIHTC unit.  
o As well as veterans who are or have been homeless within five years of moving 

into the LIHTC unit. 

 The bipartisan bill was introduced by Sens. Al Franken, a Democrat from Minnesota, and 
Rob Portman, a Republican from Ohio.  

o Other cosponsors include:  
 Sen. Patty Murray, a Democrat from Washington,  
 Sen. Susan Collins, a Republican from Maine, and  
 Sen. Angus King, an Independent from Maine.  

 Sens. Franken and Portman introduced similar legislation last year. 

 Supporters of the bill say that young people and veterans should not be forced to choose 
between housing and pursuing their education.  

 The bill is called the Housing for Homeless Students Act of 2015 or S. 1412. 

 You can find a copy of it at www.taxcredithousing.com.  
 
Novogradac Operating Expense Report 

 Next, I’d like to share a Novogradac special report that offers readers an in-depth look at 
the cost of operating LIHTC properties. 

 This report draws on Novogradac & Company’s survey of thousands of multifamily rental 
housing properties. 

 I’ll share a few of the highlights with you.  

 From 2012 to 2013, LIHTC properties saw median expenses grow per unit from $4,356 to 
$4,486.  

o That’s 2.98 percent growth. Just about 3 percent. 

 And overall, LIHTC properties’ total median operating expenses per unit grew at a 
compounded annual rate of 2.82 percent from 2010 through 2013. 

 How do LIHTC properties compare with market-rate housing? 

 One thing I would note, is from 2010 to 2013, we found that LIHTC developments’ median 
administrative costs per unit were 10 percent higher than administrative costs for market-
rate rental housing properties. 

o This is most likely because of compliance requirements associated with the 
LIHTC program.  

 You’ll find these insights and more in our special report.  

http://www.taxcredithousing.com/
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 You can order this special report, which is a recently released 2015 edition, and is entitled, 
“Multifamily Rental Housing Operating Expense Report—Survey and Analysis for LIHTC 
Properties.” 

 You can find it at www.novoco.com/products.  

 If you specific questions please feel free to reach out to my partner Blair Kincer in our 
Maryland office.  

http://www.novoco.com/products
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NEW MARKETS TAX CREDIT NEWS 
 
NMTC Coalition Sign-on Letter 

 In new markets tax credit (NMTC) news, a sign-on letter calling on Congress to take 
immediate action to extend the federal NMTC collected more than 1,600 signatures. 

o Those signatures represented businesses, investors, nonprofits and for-profit 
organizations. 

o The deadline for gathering signatures by the way was April 28. 

 The letter was sent by the New Markets Tax Credit Coalition, and it voiced its support of 
the New Markets Tax Credit Extension Act of 2015. 

 The legislation was introduced in both houses of Congress to make the NMTC a 
permanent part of the tax code. 

 And in addition to permanence, that legislation calls for an annual inflation adjustment. 
o If the legislation is enacted in 2015 with the inflation adjustment, Novogradac 

estimates that about $4.8 billion in allocation authority would be available, as 
compared to the $3.5 billion authorized for the 2014 round. 

 The legislation would also allow the NMTC to be taken against alternative minimum tax 
liability. 

 The coalition letter cites the effectiveness of the NMTC program over the past 15 years 
and said that it has created nearly 750,000 jobs. 

o Data from the Treasury Department notes that 75 percent of NMTC activity is in 
severely distressed communities. 

 You can find the sign-on letter and the extension bills H.R. 855 and S. 591at 
www.newmarketscredits.com. 

 

 

 

  

http://www.newmarketscredits.com/
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HISTORIC TAX CREDIT NEWS 

Colorado HTC Definition Change 

 In historic tax credit (HTC) news, Colorado Gov. John Hickenlooper recently signed 
legislation that changed a key definition for the Colorado state HTC. 

o The bill modified the definition of “qualified commercial structure” under the 
Colorado Job Creation and Main Street Revitalization Act. 

 Previously, the definition was the same as that used in the federal HTC. 
o Most significantly, the federal credit requires a structure to have been placed in 

service before 1936. 

 The new Colorado law redefines a qualified commercial property as an income-producing 
or commercial property that is at least 50 years old. 

 So a structure built as recently as 1965 could qualify.  

 However, it must also meet one of three additional criteria: 
o be listed individually or as a contributing property in a district included within the 

state register of historic properties, 
o be designated as a landmark by a certified local government,  
o or be listed as a contributing property that is included within a designated historic 

district of a certified local government. 

 The act will take effect Aug. 5. 

 This is what many in the HTC community would like to see on a federal level. 
o As most listeners probably know, the 1936 date in the HTC property was chosen 

because it was 50 years before the provision adopted in 1986. 
o Back in 1986, before 1986 I should say, there was a credit percentage for 30-

year and 40-year-old property, and the 1986 act combined those and lowered the 
rate to 10 percent and said it had to have been first placed in service more than 
50 years before. 

o Nearly 30 years later, there has been no adjustment on the federal level, so 
buildings now must have been placed in service 79 years ago. 

o Once again, this pre-1936 provision for federal addresses the lower 10 percent 
credit. 

 The Colorado bill is HB 15-1307 and you can find the text at www.historictaxcredits.com. 
 

Novogradac HTC Awards Deadline  

 Next, I’d like to announce that the deadline to nominate developments for this year’s 
Novogradac Historic Rehabilitation Awards has been extended, albeit briefly. 

 The new deadline is next Thursday, June 11.  

 Submit an entry today to honor development teams for excellence in the creative use of 
the HTC.  

 The three award categories are: 
o Historic Development that Best Exemplifies Major Community Impact 
o Historic Development that Overcame Significant Obstacles 
o And Historic Development that Best Demonstrates Financial Innovation. 

 Winners will be honored at the Novogradac Historic Tax Credit Conference in San 
Antonio, Texas on September 17.  

 Please visit www.novoco.com/awards for more information as well as to submit a 
nomination. 

http://www.historictaxcredits.com/
http://www.novoco.com/awards
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RENEWABLE ENERGY TAX CREDIT NEWS 

Bill Introduced To Extend ITC 

 In our renewable energy tax credit (RETC) section, I have some very exciting news.  

 Congressman Mike Thompson, a Democrat from California, recently introduced legislation 
to extend the federal investment tax credit, or ITC.   

 If no legislative action is taken, the ITC is set to drop from 30 percent down to 10 percent 
at the end of 2016.  

 Rep. Thompson’s bill would extend the ITC for five years. 

 The New Energy for American Act, that’s the title of the bill, would extend the ITC for: 
o solar energy, 
o qualified small wind energy,  
o qualified fuel cell,  
o qualified microturbine,  
o thermal energy and  
o combined heat and power systems properties. 

 For all these categories, it would extend the ITC for properties that began construction 
before Jan. 1, 2022.  

 So the bill would not only extend the tax credit, it would also change it from a placed-in-
service to a start-of-construction end date. 

 While introducing his legislation, this senior member of the House Ways and Means 
Committee said this extension of the ITC would give the solar energy industry time to 
reach “grid parity” in most U.S. electricity markets. 

o Supporters of the bill say the extension of the ITC would also head off a “financial 
cliff” that’s currently scheduled to be reached at the end of 2016, when the ITC is 
set to drop from 30 percent down to 10 percent, as I mentioned earlier. 

 One of the supporters of an ITC extension is the Solar Energy Industries Association or 
SEIA. 

 SEIA’s president and CEO Rhone Resch said in a press release that the solar ITC is 
paying huge dividends for America.  

o He said the U.S. solar industry is pumping $18 billion a year into the economy 
and creating tens of thousands of new jobs.  

 SEIA credits the ITC for the renewable energy industry’s rapid growth.  

 According to SEIA: 
o More than $71 billion has been invested in solar installations nationwide, with 

$66 billion of that coming since 2006. 
o In addition, more than 150,000 new solar jobs have been created since 2006. 

 The New Energy for America Act, or H.R. 2412, has 24 co-sponsors at the time of this 
recording.  

 The bill has been referred to the House Committee on Ways and Means. 
o And it would become effective upon enactment.  

 The bill text and more information about the ITC are available at 
www.energytaxcredits.com.  

 
 

http://www.energytaxcredits.com/
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Kansas Expands, Changes RETCs 

 In state RETC news, existing wind projects in Kansas got good news last week when Gov. 
Sam Brownback signed legislation that made several changes in the state’s standards. 

 The bill, which Brownback signed, signed last Thursday, replaces a lifetime property tax 
exemption for renewable projects with a 10-year exemption. 

 That sounds like bad news, but it isn’t bad news for projects already underway. 
o They retain their lifetime exemption. 
o The legislation applies the limits strictly to new projects. 
o And even new projects got some good news. 

 The bill also requires that renewable projects are taxed at the commercial 
property assessed rate, which is lower than the rate for public utilities. 

 The legislation changes the state’s previous mandatory renewable-energy standard to a 
voluntary goal.  

 In Kansas, which ranks ninth in the nation in installed wind capacity, this was a 
compromise. 

o Environmental groups wanted the state to push harder for mandated renewable 
energy. 

o Free-market groups wanted to end any support for renewables. 

 The legislation passed the state House by a 105-16 margin – quite wide – and the Senate 
by a 35-3 margin. 

 For more information contact my partner Stephen Tracy in our San Francisco office. 
 

 


