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

discussion about the status of the House Transportation, Housing and Urban Development 

funding bill for fiscal year 2016 and why both House and Senate leadership may consider 

legislation to increase spending caps. In the low-income housing tax credit segment, he 

provides updates on a handful of California affordable housing bills, including one that could 

increase the amount of state low-income housing tax credits by $300 million per year. Then, he 

shares an opportunity for listeners to learn or get a refresher on what they need to know about 

determining low-income housing tax credit eligible basis. In new markets tax credit news, he 

highlights the new markets tax credit allocations for the 2014 funding round. Then, he discusses 

what the New Markets Tax Credit Coalition learned about program investments in the past year 

through its annual progress report. Following that, he shares some highlights from our 

Novogradac New Markets Tax Credit Conference in Washington, D.C. last week. After that, he 

shares how listeners can nominate their favorite projects for a Novogradac Journal of Tax 

Credits Community Development Qualified Low-Income Community Investments Award.  In 

historic tax credit news, he addresses the latest progress on a legal debate about what fully 

constitutes a historic tax credit partnership. Then, he tells listeners about how a widely 

successful state historic tax credit program is in danger of being discontinued. Then, in the 

renewable energy tax credit section, he talks about a recent private letter ruling and what it said 

about reflective roofs as energy property, making them potentially eligible for the federal 

investment tax credit.   

 
Summaries of each topic:  
 

1. General News (3:39 – 6:24) Page 2 

2. Low-Income Housing Tax Credits (6:25 – 09:56) Pages 3 - 4 

3. New Markets Tax Credits (09:57 – 17:17) Pages 5 - 7 

4. Historic Tax Credits (17:18 – 19:53) Page 8 

5. Renewable Energy Tax Credits (19:54 – 22:05) 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 

House Passes THUD Appropriations Bill 

 Last Tuesday night the U.S. House approved a fiscal year 2016 Transportation, Housing 
and Urban Development (THUD) funding bill. 

o The funding bill narrowly passed, with a vote of 216-210. 

 Not surprisingly, Democrats were nearly unanimous against this bill in their vote. 
o 179 Democrats voted against it and only three voted for it. 

 For Republican leaders, what made the passage a little too close for comfort was the fact 
that 31 members of their own party who voted against the bill. 

o That’s right, 31 members of their own party voted against the bill. 
o 213 Republicans voted for the bill, with 31 voting against it. 

 The Republican no votes were from mostly hard-line conservatives and centrist 
Republicans.  

o Most likely, centrists Republicans were upset about cuts to Amtrak and other 
programs funded by the bill, while conservatives probably wanted more spending 
cuts.  

 In total, the bill reflects $55.3 billion in discretionary spending.  
o That’s $1.5 billion above the enacted fiscal year levels in 2015. 
o But it’s a whopping $9.7 billion below the president’s budget request. 

 And as I’ve mentioned in previous podcasts, the House bill would provide about $42 billion 
of net appropriated funding for HUD. 

o That’s about $1 billion more than the amount appropriated for fiscal year 2015, 
but still $3 billion less than the fiscal year 2016 HUD budget requested. 

o Keep in mind HUD will need about $3 billion more to maintain current services, 
so the bill’s overall spending allocation is about $1.5 billion short. 

 Congressional Democrats have argued that the Republican proposal underfunds 
transportation and housing initiatives. 

 And the president agrees.  

 In last week’s podcast, I talked about how President Obama has threatened to veto the 
House THUD bill and other fiscal year 2016 spending bills considered by the House so far 
this year. 

 The Senate Appropriations THUD Subcommittee is expected to take up its own fiscal year 
2016 bill later this month, but as noted previously, Senate Democrats have pledged to 
filibuster any fiscal year 2016 bill that adheres to the Republican budget.  

 That vow, combined with the desire of many Congressional Republicans to increase 
defense spending, may prompt House and Senate leadership to consider legislation to 
increase the spending caps.  

 For the latest updates, follow me on Twitter. 

 My handle is @Novogradac.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 

California Housing Bills Update 

 In low-income housing tax credit (LIHTC) news, I have an update on California affordable 
housing legislation that we’ve been tracking for you over the past few months.  

 Recently, the California State Assembly voted to pass Assembly Bill 35, which is jointly 
authored by Assembly member David Chiu and Speaker Toni Atkins.  

o It now moves on to the Senate.  

 The bill increases the amount of state LIHTCs by $300 million per year and will also 
leverage an estimated $600 million in federal funds that would otherwise not come to 
California 

o Assemblyman Chiu said in a press release that this increase in the state LIHTC 
would help ease the pressure of California’s affordable housing crisis.   

o He said that this tax credit will help draw federal dollars to develop and rebuild 
communities across the state.  

 A.B. 35 would come into effect in the 2016 calendar year, and each year thereafter.  

 I have updates on the other three bills in this housing package as well.  

 The second bill, A.B. 90, would create a framework for how California will spend any funds 
received from the National Housing Trust Fund.  

o These funds are expected to begin flowing to states in 2016.  
o One recent addition to the bill is that it would require any homeownership 

program funded from the federal Housing Trust Fund to restrict affordability for 
30 years. 

o A.B. 90 was also passed by the Assembly in an 80-0 vote. 
o The bill will move to the Senate.  

 The third bill, A.B. 1056, deals with housing support for people who were formerly 
incarcerated.  

o Again, this bill was passed by the Assembly in a 78-0 vote, with two not voting, 
and now the bill moves on to the Senate. 

 Finally, A.B. 1335 would establish a permanent source of funding for affordable housing 
by placing a $75 fee on real estate transaction documents, excluding home sales.  

o One new addition here is that 10 percent of the money in the fund would be 
expended to address affordable homeownership and rental housing opportunities 
for agricultural workers and their families. 

o This bill, however, remains in the Assembly.  

 You can find the text of the legislation at www.taxcredithousing.com.  

 To learn more about affordable housing programs in California, as well as other states, 
please contact my partner Molly O’Dell in our San Francisco office. 

 
LIHTC Eligible Basis Webinar 

 Next, I’d like to remind listeners there’s still time to sign up for the Novogradac Principles 
of LIHTC Eligible Basis Webinar. 

 It’s this coming Friday, June 19, from 1 to 3 p.m. Eastern time. 

 The webinar examines how to properly capitalize costs to fixed assets and the subsequent 
inclusion of those costs in LIHTC eligible basis. 

 It will focus on the planning, tax credit application and construction phases of a 
development. 

http://www.taxcredithousing.com/
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 It’ll address federal statues and guidelines, including the 2014 IRS Audit Technique Guide 
for Low-Income Housing Tax Credits. 

 The webinar will be led by two of my partners, Jon Krabbenschmidt and Dirk Wallace. 

 They will be joined by our director of external education, Wayne Michael.  

 I should note that registrants will also have the opportunity to earn Continuing Professional 
Education or CPE credit for the webinar. 

 You can sign up today at www.novoco.com/events/webinars.  
 
  

http://www.novoco.com/events/webinars
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NEW MARKETS TAX CREDIT NEWS 

NMTC Awards 2014 

 In new markets tax credit (NMTC) news, I’d like to begin with some exciting news from the 
Community Development Financial Institutions Fund, or the CDFI Fund. 

 As I’m sure nearly all of you have already heard, especially if you subscribe to the 
Novogradac breaking news email alerts or my Twitter feed, the CDFI Fund announced the 
recipients of the 2014 NMTC allocation authority yesterday.  

 The CDFI Fund awarded allocation authority to 76 community development entities, or 
CDEs, out of 263 applicants. 

 Those 263 applicants requested $19.9 billion in allocation authority, but only $3.5 billion 
was authorized for the 2014 round. 

 Award sizes ranged from $15 million to $75 million. 

 Three CDEs were awarded the low of $15 million and three were awarded the high of $75 
million. 

 But a majority of awardees fell in the $20 million to $55 million range.  

 The 2014 allocatees are headquartered in 27 states and the District of Columbia and they 
have identified principal service areas that will cover nearly every state in the country and 
the District of Columbia. 

 So, how have the awardees earmarked their investments? 
o About $2.5 billion, or just under 75 percent, of NMTC investment proceeds will 

likely be used to finance and support loans to or investments in operating 
businesses in low-income communities. 

o The remaining $909 million, or just over 25 percent, will likely be used to finance 
and support real estate projects in low-income communities.  

 In terms of where CDEs intend to make these investments: 
o About $1.9 billion will be invested in major urban areas,  
o About $800 million will be invested in minor urban areas and 
o And over $700 million will be invested in rural areas. 

 And all 76 of the allocatees committed to providing at least 75 percent of their investments 
in areas characterized by 

o multiple indicia of distress, 
o significantly greater indicia of distress than required by NMTC statutes or 
o high unemployment rates. 

 In other words, NMTC investments are earmarked for some of the most economically 
distressed communities in the country. 

 I’ll have additional analysis for you on my blog in the next few days at 
novogradac.wordpress.com.  

 In the interim, please reach out to John Sciarretti in our Ohio office if you have any 
questions. 

 
NMTC Coalition Releases Industry Impact Report 

 In related news, the New Markets Tax Credit Coalition released its 2015 NMTC progress 
report last week. 

o The report outlines how the NMTC was used in calendar year 2014 and 
describes the impact it had on economically distressed communities.  

o This is the NMTC Coalition’s 11th annual NMTC Progress Report.  

http://www.novogradac.wordpress.com/
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 The report describes:  
o the types of developments the credit helped finance,  
o the locations where investments were made  
o and, probably most importantly, the benefits those investments had on low-

income communities.  

 The report highlights findings from the coalition’s survey of community development 
entities, or CDEs, that received NMTC allocations last year.  

o This year’s survey was answered by 67 CDEs, who represent $17 billion in total 
allocation. 

  Those respondents reported that in 2014 their NMTC activity included: 
o $1.4 billion in qualified equity investments, 
o $1.5 billion in qualified low-income community investments and 
o $3.8 billion in total project financing.  

 Where are those investments being made? 
o 71 percent were made in severely distressed communities and  
o 51 percent were made in communities with unemployment rates at least 1.5 

times the national average.  

 These findings show the NMTC program is helping attract financing to communities that 
need it the most. 

 The report also outlines how the NMTC program affected the economy in 2014 in terms of 
job creation and investments made in local communities.  

o More than 39,000 jobs were created by developments closing in 2014, including: 
 more than 20,000 full-time jobs and  
 more than 19,000 construction jobs. 

 And, there’s more to come.  
o CDEs reported that there is nearly $3.5 billion in developments in the pipeline for 

2015. 

 Considering the program’s success so far, the coalition urged Congress to expand and 
renew the NMTC.  

o The organization argued that the NMTC program has not only achieved its 
purpose, but has done so at a relatively low cost to the federal government. 

o Furthermore, it said that NMTC investments create a ripple effect of economic 
development in some of the poorest areas in the country. 

 We’ve posted a copy of “The New Markets Tax Credit Progress Report 2015” for you at 
www.newmarketscredits.com.  

 
Novogradac NMTC Conference 

 And as I mentioned earlier, I was at the Novogradac New Markets Tax Credit Conference 
last week in Washington, D.C. 

 I’d like to thank everyone who joined us. 

 We had a great turnout—more than 500 registrants! 

  And it was wonderful to see a lot of new faces, as well as old friends. 

 I’d also like to thank our guest speakers:  
o We had Rep. Pat Tiberi, who introduced legislation this Congress to permanently 

extend the NMTC program, 
o We had Annie Donovan, the director of the CDFI Fund, and 
o Bob Ibanez joined us, the CDFI Fund’s NMTC program manager. 

http://www.newmarketscredits.com/
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 At the conference, we honored the 2015 winners of the Novogradac Journal of Tax Credits 
Community Development Individual Achievement Awards.  

 The awards recognize those who have helped significantly advance the NMTC, policy and 
legislative priorities, and have had an established impact on the field of community 
development. 

 Here are this year’s winners: 
o Federal Legislator of the Year is Rep. Pat Tiberi. 
o State Legislator of the Year is Illinois State Senate Majority Leader James F. 

Clayborne Jr. 
o Public Executive of the Year is Tracey Nichols, director of economic development 

for the city of Cleveland. 

 To all of our award winners, congratulations and thank you for everything you’ve done for 
community development. 

 To our listeners, if you couldn’t join us at the conference this time or if you were able to 
attend, but would like to revisit a panel or two, I have good news for you. 

 Audio recordings of the panel discussions will soon be available at 
www.novoco.com/products. 

 Stay tuned for updates. 
 

Novogradac QLICI Awards Deadline 

 In other news, the nomination deadline for the Novogradac Journal of Tax Credits 
Community Development Qualified Low-Income Community Investments Awards has 
been extended to July 13.  

 These awards recognize community development entities that bring more people and 
places into the economic mainstream through exceptional investments.  

 If you know of an investment or two, particularly ones that you’ve been involved in that are 
worth of a nomination, please go and submit the nomination at www.novoco.com/awards. 

  

http://www.novoco.com/products
http://www.novoco.com/awards
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HISTORIC TAX CREDIT NEWS 

IRS Files Route 231 Brief 

 In historic tax credit (HTC) news, I have an update on an ongoing debate about what fully 
constitutes a partnership for HTC purposes. 

 The Internal Revenue Service has filed a brief with the Fourth Circuit Court defending the 
U.S. tax court decision in the Route 231 LLC case. 

o In that case, the U.S. Tax Court held for the IRS that the transfer of $7.2 million 
in Virginia Land Preservation state tax credits to Virginia Conservation in 
exchange for about $3.8 million constituted a disguised sale under the Internal 
Revenue Code 

o Route 231 LLC appealed the decision to the Fourth Circuit Court. 

 The original decision is from a case where Route 231 LLC received tax credits from two 
parcels of land. 

o Route 231 LLC is a limited liability company formed by two Virginia residents. 

 The Virginia Land Parcel Tax Credits involved in this case are those provided to 
landowners who donate land or conservation easements. 

o In this case, in return for the credits, an investment partner provided Route 231 
with about 53 cents per credit dollar. 

o Route 231 contended that the investor met all conditions to be a member of its 
partnership, which made the transaction a distributable partnership item and not 
a sale. 

o The IRS, however, said that Route 231 sold the tax credits to the investor partner 
and the transaction should be a taxable sale. 

 In the decision last year, the U.S. Tax Court agreed with the IRS and ruled that the tax 
credits were a disguised sale. 

 The Court relied on two major points: 
o First, it ruled that the investor partner provided cash to the project in return for the 

credits and 
o Second, the amount of the credits was based entirely on a fixed rate of return, 

rather than on a share of partnership profits tied to Route 231’s operations. 

 As I mentioned, Route 231 is now appealing to the Circuit Court and the IRS has filed its 
brief for the appeal. 

o The major argument has to do with whether the credits were transferred in 2005 
or 2006, with the IRS saying there is undisputed evidence supporting the 2005 
date. 

o The IRS brief urges the appeals court to uphold the original decision. 
o It also said that oral argument would be helpful. 

 There was no indication of when the court might hear the appeal. 

 I’ll keep you updated in future podcasts. 

 If you have any questions regarding how the Route 231 decision could affect your tax 
credit transactions, please reach out to Tom Boman in Novogradac’s St. Louis office. 
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Reflective Roof as Energy Property 

 In renewable energy tax credit (RETC) news, a private letter ruling by the Internal 
Revenue Service allowed a taxpayer to consider a reflective roof as energy property, 
potentially eligible for a federal tax credit. 

 The case involved a taxpayer who considered the purchase of a reflective system that can 
produce about 30 percent more energy than traditional panels. 

o The cost is higher, but the system allows more panels and more energy output 
without violating state roofing standards. 

o The question from the taxpayer was whether that extra cost of the system could 
be considered energy property under Section 48 of the Internal Revenue Code. 

 The private letter ruling said that it was eligible, because: 
o It enables the generation of significant amounts of electricity, 
o it constitutes equipment that uses solar energy to generate electricity when 

installed in connection with a system, 
o and it satisfies, if it is installed in connection with a system, the definition of 

energy property because it’s part of the equipment and materials that use solar 
energy to directly generate electricity. 

 The private letter ruling allowed it to count as energy property, the extent to which the cost 
exceeds the cost of reroofing the building with a non-reflective roof. 

 Of course, as listeners know, a private letter ruling is only applicable to the taxpayer who 
requests it.  

o However, this gives us an indication that the IRS may look favorably on the tax 
credit eligibility of solar additions that increase a facility’s energy-generating 
capacity. 

 You can read the private letter ruling at www.energytaxcredits.com. 
o Hover over Technical Guidance and click on the “Selected IRS Guidance” tab. 
o Scroll down to the Private Letter Rulings section. 
o It’s called PLR 201523014, which, as you know, means it was issued in 2015 

during the 23rd week of 2015 and it was the 14th private letter ruling issued that 
week. 

 For additional insights or questions about the ruling, contact Tony Grappone in our Boston 
Office. 

http://www.energytaxcredits.com/

