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

discussion about why the president has issued an early veto threat to the fiscal year 2016 

THUD appropriations bill that the House Appropriations Committee approved in May. He also 

shares how that veto threat could affect Republicans’ strategy to advance their budget plan. In 

the low-income housing tax credit segment, he talks about changes HUD is considering for how 

it calculates rental limits in certain housing markets. Then, he shares news about the president’s 

new top housing advisor. Next, he addresses a state bill that would alter the rights of first refusal 

for acquiring low-income housing tax credit properties in Texas. In new markets tax credit news, 

he’ll share some informative statistics on NMTC investments from the program’s inception 

through fiscal year 2013. After that, he’ll discuss changes to Nebraska’s state NMTC that could 

make it more attractive to a larger number of investors. In historic tax credit news, he highlights 

an updated report from the Office of the Comptroller of the Currency on how historic tax credits 

have brought new life to older communities. Then, in renewable energy tax credit news, he 

informs listeners which national group of leaders is urging Congress to extend the renewable 

energy production and investment tax credits immediately. Lastly, he provides a look at why the 

Government Accountability Office suggests the IRS be required to collect information on 

taxpayers who claim renewable energy production and investment tax credits.  

 

Summaries of each topic:  

 

1. General News (3:11 – 5:33) Page 2 

2. Low-Income Housing Tax Credits (5:34 – 10:59) Pages 3 - 5 

3. New Markets Tax Credits (11:00 – 14:58) Pages 6 - 7  

4. Historic Tax Credits (14:59 – 16:26) Page 8 

5. Renewable Energy Tax Credits (16:27 – 18:45) Page 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, 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 

Obama Threatens THUD Appropriations Veto 

 In general news, President Barack Obama has threatened to veto the fiscal year 2016 
Transportation, Housing and Urban Development (THUD) appropriations bill that was 
approved by the House Appropriations Committee in May. 

o Obama has also threatened to veto other fiscal year 2016 spending bills 
considered by the House so far this year. 

 Now the THUD bill would provide $55.3 billion.  

 The White House wanted to send a message that the president will veto the House 
appropriations bill and any other legislation that implements the spending caps suggested 
by the Republican budget resolution.  

 The administration and Democrats in Congress have criticized the Republican budget for 
underfunding federal transportation and housing programs. 

 The $55.3 billion House appropriations bill is an increase of $1.5 billion over the fiscal year 
2015 enacted level, but $9.7 billion less than the president’s fiscal year 2016 budget 
request. 

o The Obama administration’s request depended on Congress authorizing 
spending more than the budget caps set in the Budget Control Act of 2011. 

 The House bill would provide about $42 billion of net appropriated funding for HUD. 
o This is about $1 billion more than the amount appropriated under fiscal year 2015 

funding levels. 
o However, it’s $3 billion less than the fiscal year 2016 HUD budget request. 
o As I’ve mentioned in previous podcasts, HUD will need about $3 billion more to 

maintain current services, so the bill’s overall spending allocation is about $1.5 
billion short. 

 Now, the president’s veto threat doesn’t come as a surprise. 
o But it will be interesting to see how Republican lawmakers will try to advance 

their plan. 

 If the House is unable to secure enough votes for passage, it will add pressure to House 
and Senate leadership to consider legislation to increase the budget caps. 

o That would be similar to a budget deal developed by former House Budget 
Committee Chairman Paul Ryan and former Senate Committee Chairwoman 
Patty Murray. 

 Meanwhile, the Senate Appropriations THUD Subcommittee is expected to take up its 
fiscal year 2016 bill later this month. 

 I’ll have the latest updates for you on Twitter. 

 My handle, as you know, is @Novogradac.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 

HUD Considers Change to Fair Markets Rate Calculations 

 In affordable housing news, the U.S. Department of Housing and Urban Development 
(HUD) is considering a change in the way it calculates rental limits in some markets for the 
Housing Choice voucher program. 

 HUD is seeking public comment for the next few weeks. 

 Fair market rents, as many listeners know, are gross rent estimates that are used to 
calculate the maximum subsidy that HUD provides to families receiving rental assistance. 

o That includes the Housing Choice Voucher program, which has 2.2 million 
households enrolled. 

o After the fair market rate is determined, those families contribute 30 percent of 
their adjusted monthly income toward their rent. 

o A HUD rental subsidy covers the rest. 

 The proposed change would alter the geography that HUD uses to calculate rental limits in 
certain housing markets. 

o Specifically, it focuses on markets with highly variable rents. 

 HUD says the goal is to expand the options for families and make it possible for them to 
live in lower-poverty neighborhoods and closer to better schools and higher-paying jobs. 

 The proposed change would change some fair market rents regions. 

 Currently, HUD uses metropolitan areas to calculate those figures. 
o Under the proposed change, ZIP codes would be used instead in the areas with 

highly variable rents. 

 Comments on the proposed change will be accepted through July 1. 

 You can submit them at www.regulations.gov. 
 
Stegman Becomes President’s Top Housing Advisor 

 In other news, the president has a new top advisor on housing policy. 

 Treasury official Michael Stegman recently joined the National Economic Council, or 
NEC.   

 The NEC is part of the executive office of the president and advises him on domestic and 
global economic policy 

 In his new role, Stegman replaces Seth Wheeler as the White House’s top housing 
advisor. 

 For the last four years, Stegman has worked at Treasury as counselor to the secretary for 
Housing Finance Policy.   

 There, he played a role in developing the administration’s housing finance policy. 
o In particular, he was involved in reforming Fannie Mae and Freddie Mac, as well 

as expanding access to mortgage credit. 

 A press release from the National Low Income Housing Coalition said that Stegman’s 
appointment to the NEC means it is unlikely that the Obama administration will propose 
any major housing policy changes in its final months. 

o In addition, it means that Fannie Mae and Freddie Mac will likely remain in 
conservatorship in the near future, this according to the press release. 

 Before joining the Treasury in 2012, Stegman was a housing and domestic policy director 
at the John D. and Catherine T. MacArthur Foundation. 

http://www.regulations.gov/
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o He also taught housing policy and community development finance at the 
University of North Carolina at Chapel Hill, and was assistant secretary for policy 
development and research at the U.S. Department of Housing and Urban 
Development during the Clinton administration. 

 On behalf of Novogradac & Company, I’d like to congratulate Michael Stegman on his 
appointment.   

 We look forward to working with him in his new role. 
 

Texas Right-of-First-Refusal Legislation 

 In state affordable housing news, an 18-year-old Texas law affecting owners of low-
income housing tax credit (LIHTC) properties could be significantly altered if legislation is 
signed by Gov. Greg Abbott. 

o The bill revises a 1997 law that was originally designed to establish incentives for 
applicants in the LIHTC program. 

o It provides nonprofits and tenant organizations a right of first refusal to acquire 
the property at the end of the compliance period.   

o There’s a parallel in federal law. 
o As you know, a right of first refusal entitles a party to enter into a business 

transaction with the owner before that owner can enter into a contract with a third 
party.  

 There are two main changes in the new legislation related to the right of first refusal: 
o First, it allows owners to transfer the development to a new entity without 

triggering the right of first refusal if the following two conditions are met: 
 The new entity is under common control with the current development 

owner 
 and the purpose of the transfer is to finance rehabilitation using assistance 

administered through a state financing program. 

 In other words, this will allow existing projects to be resyndicated 
without triggering the right of first refusal which would hinder the 
acquisition by a new LIHTC partnership. 

o The second significant change in the new legislation is that the time period for 
the right of first refusal has been reduced from two years to six months. 
 That time is divided into three 60-day periods in which the owner can 

negotiate with different groups. 

 There are a few other significant elements to the new legislation: 
o For example, owners who fall under the program and who wish to sell their 

property at the end of the compliance period must notify the state agency, 
tenants and any organization that is eligible to buy under the rule. 

o Also, entities that are qualified to submit offers during the right-of-first-refusal 
period now include governmental agencies. 

 Essentially, the purpose of the legislation is to ensure the incentives and goals of the 
LIHTC program are maintained, but also to provide more flexibility to current owners. 

 The Texas House and Senate both approved the bill. 
o If Gov. Abbott signs it, it will take effect Sept. 1 

 To see the legislation, visit www.taxcredithousing.com and hover over Legislation. 
o Click on State Legislation 
o It is Texas H.B. 3576. 

http://www.taxcredithousing.com/
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 If you have questions about the impact of this rule on your Texas properties, please feel 
free to call my partner George Littlejohn in our Austin, Texas office. 

 Also, send us an email to cpas@novoco.com if you have any particular insights or 
comments or observations about the proposed law.  

 
  

mailto:cpas@novoco.com
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NEW MARKETS TAX CREDIT NEWS 

Updated NMTC Investments Report 

 In new markets tax credit (NMTC) news, the CDFI Fund has released a report on NMTC 
investments from the beginning of the program through fiscal year 2013. 

 That means the data covers the first 11 application rounds of the NMTC program, for 
which the CDFI Fund has made 836 awards. 

o That’s $40 billion awarded in tax credit authority to community development 
entities through a competitive process. 

 The CDFI Fund reports that more than $35.3 billion in NMTC investments were made from 
the program’s inception through fiscal year 2013. 

 That’s $35.3 billion in qualified equity investment proceeds to more than 4,200 qualified 
active low-income community businesses. 

 And the CDFI Fund breaks that down even further. 

 Of the $35.3 billion total investment 
o $23.5 billion, or about 66 percent, went to real estate development and leasing 

activities; 
o $11.2 billion, or about 32 percent, went to operating businesses; and 
o $625 million, or about 2 percent went to other financing purposes. 

 So where are those investments being made? 

 From 2003 to 2013 
o About $29 billion, or 83 percent, of total investments went to metropolitan areas; 
o Close to $6 billion, or 16 percent, were in non-metro or rural areas; and 
o And $436 million, or about 1 percent, were in both metro and non-metro areas. 

 And for fiscal year 2013 alone, 26.7 percent of NMTC financing went to rural areas.  
o That’s likely because starting with the calendar year 2008 round, Congress 

directed 20 percent of allocation to non-metropolitan areas.  

 And data shows that the NMTC program effectively attracts investments to neighborhoods 
that need them the most.  

 That is, of course, a key goal of the NMTC program. 

 In its NMTC allocation process, the CDFI Fund rewards applicants who commit to 
investing in higher distress areas. 

 That strategy has worked. 

 During the calendar year 2013 allocation round, all—that’s right, I said all—87 awardees 
indicated that they would devote at least 75 percent of their investments to higher distress 
areas. 

 You can find a copy of the CDFI report at www.newmarketscredits.com.  

 And while we’re on that topic, I invite you to join me this week at our Novogradac New 
Markets Tax Credit Conference in Washington, D.C. 

 It’ll be at the Marriott Marquis this Thursday and Friday, June 11 and 12. 

 There’s still time to register. Go to www.novoco.com/events.  
 
Nebraska Amends State NMTC Program Regulations  

 In state-level news, I have an update out of Nebraska.  

 At the end of May, Nebraska Gov. Pete Ricketts signed a bill changing the treatment of tax 
credits under Nebraska’s New Markets Job Growth Investment Act.  

o That is Nebraska’s state New Markets Tax Credit program. 

http://www.newmarketscredits.com/
http://www.novoco.com/events
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 The state tax credit is equal to 39 percent of a development’s qualified equity investment, 
or QEI.  

o And, the credit is capped at $15 million per year.  

 Supporters of the recently signed bill say that a certain provision previously under the 
Nebraska state NMTC was contrary to the legislative intent of the program.  

o The previous law prevented the credit from being used against insurance 
premium tax under certain circumstances. 

o This limited the investors in the program and was inconsistent with how other 
states treat their NMTCs.  

 To address this issue, the new law clarifies that the application of a NMTC against the 
premium tax is treated as a payment of tax for purposes of the insurance premium tax and 
taxes paid for purposes of offsetting the corporate income tax. 

 To read L.B. 559 or to learn more about your state’s NMTC program, go to 
www.newmarketscredits.com.  

 If you have any questions about this particular change, feel free to reach out to my 
partner, Annette Stevenson, in our Cleveland, Ohio office.  

  

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

OCC Updates HTC Report 

 In historic tax credit (HTC) news, the Office of the Comptroller of the Currency (OCC) 
released an updated edition of a 2008 Community Development Insights report on the 
federal HTC. 

 The update helps explain why the HTC might be of interest to banks and it explains risks 
and regulatory concerns involved in it. 

 The report highlights how the HTC has helped revitalize communities over the past 35 
years by encouraging the flow of $109 billion in private funds to rehabilitate historic 
buildings. 

 It also includes  
o a discussion of methods used by banks and federal savings associations to 

structure transactions and use the tax credits effectively; 
o it includes a look at significant regulation changes since the  previous report was 

issued, which was seven years ago; 
o it also has a discussion of IRS Revenue Procedure 2014-12, which provided safe 

harbor guidance; 
o it includes a look at public welfare investment authority, under which national 

banks and federal savings associations may make HTC investments; 
o and it includes an outline as to how HTC activities of banks and federal savings 

associations are evaluated for purposes of the Community Reinvestment Act. 

 The report is called “Historic Tax Credits: Bringing New Life to Older Communities” and 
you can find it at www.historictaxcredits.com.  

 Simply hover over Resources and click on Reports and Research. 
 
  

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

Governors’ Wind Energy Coalition RETC Letter 

 In renewable energy tax credit (RETC) news, the Governors’ Wind Energy Coalition 
recently sent a letter to House and Senate leaders, urging Congress to approve a 
multiyear extension of both the production tax credit (PTC) and the investment tax credit 
(ITC) as soon as possible. 

o As listeners know, the PTC expired last year 
o And the ITC’s current 30 percent rate is set to drop down to 10 percent at the end 

of 2016. 

 The Governors’ Wind Energy Coalition letter said that wind energy will soon be truly 
competitive with traditional energy sources, given innovation in the industry. 

 However, it warned that domestic wind manufacturing would likely stagnate over the next 
decade without the PTC. 

o  It also highlighted that thousands of manufacturing jobs could be lost if Congress 
doesn’t establish stable federal policy on renewable energy incentives. 

 The letter was signed by the coalition’s leaders: Washington Gov. Jay Inslee, a Democrat 
and Iowa Gov. Terry Branstad, a Republican. 

 You can find a copy of the governors’ letter at www.energytaxcredits.com.  
 
 GAO Recommends ITC, PTC Data Collection 

 In other news, a recent Government Accountability Office (GAO) report recommends that 
Congress consider directing the IRS to collect and report project-level data from all 
taxpayers who claim the renewable energy ITC and PTC.    

 Currently, the total generating capacity that the two credits have supported is unknown. 

 This is because the IRS is not required to collect project-level data from taxpayers 
claiming the ITC or PTC. 

o GAO found that the IRS is unlikely to collect additional data on these tax credits 
unless it is directed to do so.  

 Without project-level data on the ITC and PTC, the GAO said Congress cannot evaluate 
their effectiveness. 

o They said that it is important as Congress considers whether to reauthorize or 
extend the two tax credit programs. 

 And of course, Congressional support for extending and expanding the programs is 
critical. 

 GAO’s modeling suggests that reducing the ITC or eliminating the PTC would likely 
reduce the number of renewable projects built. 

o This would happen because developers’ returns would decline unless power 
purchase agreement, or PPA, prices increased in order to compensate for the 
reduction in federal support. 

 For more information on RETCs, contact my partner, Tony Grappone in our Boston office 
at 617-330-1920.  

 
 

http://www.energytaxcredits.com/

