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In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac, CPA, begins with the 

general news section, where he shares an invitation from the Treasury Department to comment 

on the Capital Magnet Fund application process and annual report. He also touches on what 

representatives from the IRS, Treasury and CDFI Fund had to say recently about the low-

income housing tax credit, new markets tax credit and historic tax credit. In the low-income 

housing tax credit section, he discusses the National Low Income Housing Coalition’s report on 

some of the reasons why affordable housing is out of reach for a growing number of renter 

households. He then previews the State of the Nation’s Housing report, which will be released 

by the Joint Center for Housing Studies this month. In state housing news, he discusses one 

California bill that could make the state low-income housing tax credit more attractive to 

investors. In new markets tax credit news, he shares the latest Qualified Equity Investment 

issuance report and how much allocation authority has been issued to investors in the past 

month. In the historic tax credit section, he discusses what one Treasury Inspector General for 

Tax Administration audit found about oversight of historic rehabilitation tax credit claims. And he 

closes out with renewable energy tax credit news, where he provides a leadership update from 

the Solar Energy Industries Association. 

 

 
Summaries of each topic:  
 

1. General News (4:26 – 7:36) Pages 2 – 3   

2. Low-Income Housing Tax Credits (7:37 – 12:33) Pages 4 – 5  

3. New Markets Tax Credits (12:34 – 13:46) Page 6 

4. Historic Tax Credits (13:47 – 16:38) Page 7 

5. Renewable Energy Tax Credits (16:39 – 17:43) Page 8 

 

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 

Capital Magnet Fund Application Comments 

 In general news, the Treasury Department is inviting comments on the Capital Magnet 
Fund application and annual report. 

 The CDFI Fund provides competitive grants through the Capital Magnet Fund to finance 
affordable housing and economic development activities. 

 The Capital Magnet Fund is designed to increase investments in affordable housing, 
especially for extremely-low- and very-low-income families. 

 Treasury is inviting comments on  
o ways to make the application more effective and efficient, 
o and whether the information requested is appropriate for affordable housing . 

 Treasury also wants to know what information should be included in the Capital Magnet 
Fund Annual Report. 

 The annual report is used to monitor a recipient’s compliance and to evaluate the 
program. 

 Comments are due August 2. 
 
IRS, Treasury and CDFI Fund Representatives Share LIHTC, NMTC and HTC Insights 

 A number of regulations and guidance projects are making their way towards publication 
that will significantly affect the historic tax credit (HTC), new markets tax credit (NMTC) 
and the low-income housing tax credit (LIHTC) 

 At the May 25 ABA Forum on Affordable Housing and Community Development, 
representatives from the Internal Revenue Service, CDFI Fund and Treasury 
Department provided many key insights that are worth noting. 

 For example, the IRS has been working on guidance about several issues relating to 
50(d) income, and that guidance is expected soon.  

o While a clear timeline is not available, it was stated that the guidance is 
reportedly far along in the process. 

o Many questions around the details of the forthcoming guidance were posited 
during the panel, including whether the guidance would be applied prospectively 
or retroactively.  

 On the NMTC front, David Meyer, program manager for certification, compliance 
monitoring and evaluation with the CDFI Fund, said that the next round of awards would 
be announced in the fall of 2016, and did affirmatively declared that the announcement 
would not be delayed until 2017.  

o When pressed to specify whether the awards would be announced before the 
election, Meyer declined to comment, but did note that the CDFI Fund is bringing 
additional staff on board to expedite the process. 

 Subsequent to the ABA meeting, at our Novogradac New Markets Tax Credit 
Conference, Director Donavan reiterated that awards would be made in the fall, and 
named the months October/November, and possibly December as a time frame. 

 There was a lengthy discussion regarding the recently issued FAQs at the ABA meeting, 
particularly numbers 42 through 44. 

o Meyer confirmed that the FAQs are intended to be applied prospectively, 
beginning with allocations that will be announced this fall.  



Summary: June 7, 2016 
 

o Meyer also said that the CDFI Fund has no intention of penalizing applicants who 
choose not to follow the FAQs for earlier allocations. 

 Turning to the affordable housing front, topics ranged from the nonprofit right of first 
refusal to the 10-year hold rule and the exclusion of bond issuance costs from eligible 
basis.  

 You can read more about all of these topics on the Notes from Novogradac blog, where 
my partner Nicolo Pinoli discusses the detailed remarks.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 

NLIHC Report 

 In low-income housing tax credit (LIHTC) news, the National Low Income Housing 
Coalition released its “Out of Reach 2016” housing report. 

 The annual report documents the gap between wages and housing prices across the 
country. 

 NLIHC found that in no state, metro area or county can a full-time worker afford a 
modest two-bedroom apartment with a job paying the prevailing minimum wage. 

 Let me repeat that, nowhere in the country can a minimum-wage earner working full time 
afford a two-bedroom apartment. 

 There are a few reasons for this: 
o Stagnant wages 
o Rising rents 
o And a shortage of affordable housing units. 

 In fact, there’s a shortage of 7.2 million affordable housing units for the nation’s more 
than 10 million extremely low-income families. 

 To make matters worse, the country’s lowest-income renters face the greatest affordable 
housing challenges. 

 Extremely low-income households earning 30 percent or less of the area median 
income, on average, can afford to spend no more than about $500 a month on housing 
costs. 

 This budget is far less than the $850 national average rent for a modest one-bedroom 
apartment. 

 NLIHC said that public investments in housing programs are key to addressing the 
shortage of affordable rental housing.  

 Read more about the report’s findings at www.taxcredithousing.com.  
 
State of the Nation’s Housing Report 

 In other news, Harvard University’s Joint Center for Housing Studies (JCHS) announced 
that its annual “The State of the Nation’s Housing” report will be released on June 22 at 
a press conference.  

 The report has been released since 1988. 

 The report continues to serve as a vital resource for public policy makers and private 
decision makers in the housing industry. 

 According to the center, this year’s study will look at 
o the state of housing markets for both rental and homeownership;  
o the economic and demographic trends driving housing demand;  
o American household finances and  
o efforts to expand and preserve affordable housing. 

 I will Tweet the report link as soon as it’s available.  
 
California Bifurcation Bill 

 In state news, the California legislature took a major step toward making the California 
state LIHTC more attractive to more investors. 

 The California State Senate last week unanimously approved a bill that would allow the 
bifurcation of the state and federal LIHTC. 

http://www.taxcredithousing.com/
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o Bifurcation, of course, allows the state and federal LIHTC to be allocated to 
different investors. 

o That increases the value of the credit and subsequently allows the construction 
of more affordable housing. 

 The legislation, which was introduced by Democratic Sen. Jim Beall, passed the state 
Senate by a 39-0 vote. 

o The bill is now in the Assembly. 
o If the bill passes the Assembly, it would go to the desk of Gov. Jerry Brown for 

consideration. 

 The bifurcation bill has no sunset and would allow bifurcation for developments that 
receive tax credit reservations starting this year. 

 The state allowed bifurcation starting in 2009, but that ended in 2015. 

 California’s state LIHTC cap is $94 million this year. 
o However, as we’ve talked about previously on this podcast, the state has 

forward-committed a growing amount of its LIHTCs. 
o Last year, for instance, it forward-committed about $34 million in state tax credits. 
o That left only $60 million of state credits under this year’s cap. 
o The state tax credit allocation committee is addressing this problem. 

 But regardless of the total, bifurcating the federal and state credit adds value. 

 A bill allowing bifurcation of the California LIHTC did come up last fall. 
o Last year’s legislation, also sponsored by Sen. Beall, was ultimately vetoed by 

Gov. Brown. 
o Gov. Brown said that tax credits need to be considered comprehensively as part 

of budget deliberations. 

 A large reason for that veto was because that bifurcation bill also included an increase in 
the allocation of California state LIHTCs. 

 This year’s bill does not include that increase in the amount of credits available. 

 The bill therefore, would in theory, allow more housing units to be built for the same cost 
to the state.  

 The state Assembly will take up the issue sometime soon and the hope is that this year’s 
bifurcation bill can be returned to Brown’s desk this summer, and will not be vetoed. 

 You can see the bill at www.taxcredithousing.com. 
o It’s California Senate Bill 873. 

 

  

http://www.taxcredithousing.com/
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NEW MARKETS TAX CREDIT NEWS 

QEI Issuance Report  

 In new markets tax credit (NMTC) news, the CDFI Fund last week released its monthly 
Qualified Equity Investment issuance report, or QEI report.  

 Among other things, the QEI report identifies:  
o The total dollar amount finalized by NMTC allocatees and  
o The amount remaining to be issued.  

 The report said that nearly $103 million in allocation authority was issued since the 
previous QEI report was released in early May.  

 As of June 1, the amount of NMTC allocation authority still available is only about $1.6 
billion, and much of that is unofficially committed. 

 This report highlights the importance of the CDFI Fund expeditiously completing the 
current $7 billion NMTC award round.  

 You can find this month’s QEI issuance report at www.newmarketscredits.com.  

 I’d also like to remind listeners to register for the July 14 NMTC Exit Strategies Webinar.  
o The webinar explains the tax issues associated with exit strategies after the 

compliance period of a NMTC transaction ends. 
o To register for the webinar, go to www.novoco.com.   

  

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

HTC Program Audit 

 In historic tax credit (HTC) news, a recent audit of the Internal Revenue Service revealed 
ways to improve its oversight of the HTC program. 

o The audit was done by Treasury Inspector General for Tax Administration, or 
TIGTA.  

 The goal of the audit was to evaluate how effectively the IRS ensures that business 
taxpayer claims for the HTC are valid. 

o The audit analyzes data collected from taxable year 2013.  

 As you know, the HTC is administered jointly by the IRS and the National Park Service. 

 The National Park Service assigns a project number to each rehabilitation project that 
applies for certification. 

 The IRS, in turn, relies on the certification provided by the National Park Service. 

 The TIGTA audit found that the IRS is not proactively using this third-party data to 
identify potentially erroneous HTC claims.  

 The IRS receives a complete electronic copy of the NPS database twice a year. 

 But, the audit found that the IRS has not established processes to use the data to 
identify potentially invalid claims.  

 TIGTA reviewed more than 2,700 investment credit tax forms from 2013. 
o Of these forms, TIGTA identified 39 taxpayers and 10 pass-through entities 

claiming nearly $47 million in HTCs that failed to provide either   
 the required NPS project number, or  
 the employer identification number of a pass-through entity.   

 The audit found that the IRS does not have a process to identify invalid NPS project 
numbers or pass-through entity EINs during the processing of tax returns. 

o Also, 12 taxpayers and three pass-through entities claimed more than $150,000 
in HTCs, but provided an invalid NPS project number or pass-through entity 
employer identification number. 

o That was of the more than 2,700 forms reviewed. 

 TIGTA thus made recommendations that include the following: 
o First, the IRS should develop ways to use NPS data to identify potentially 

erroneous claims. 
o Second, the IRS should revise its electronic filing program to identify and reject 

tax returns claiming the HTC when the required information is not provided on 
Form 3468 or is invalid.  

 TIGTA also recommended that the IRS work with Treasury’s Office of Tax Policy to 
propose clear reporting requirements for claiming the HTC.  

 To read the report and see TIGTA’s recommendations, please go to 
www.historictaxcredits.com.  

 

  

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

SEIA Interim President 

 In renewable energy tax credit (RETC) news, the Solar Energy Industries Association, or 
SEIA, named Tom Kimbis as its interim president. 

o Kimbis is general counsel and vice president of executive affairs for SEIA.  
o His appointment as the temporary head of SEIA was effective June 1. 

 Kimbis replaces Rhone Resch, who was SEIA’s president and CEO for 12 years. 

 During his tenure as head of SEIA, Resch played a key role in advocating policies that 
led to the growth of the solar energy industry. 

o These policies include multiple extensions of the renewable energy investment 
tax credit (ITC). 

 Resch wrote a letter to SEIA members saying that the ITC extension through 2021 and 
the strength of the solar energy market have allowed him to move on to new challenges 
and opportunities. 

 A national search is underway for SEIA’s next president. 

 Undoubtedly, the next SEIA leader will be tasked with continuing to push for legislation 
and policies that drive renewable energy growth. 

 I’ll keep you posted on Twitter with any updates. 

 

 


