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

news section with an announcement of the 2016 distressed or underserved non-metropolitan, 

middle-income geographies where qualified community development activities would qualify for 

Community Reinvestment Act consideration. In the low-income housing tax credit section, he 

discusses details of the Federal Housing Finance Agency’s 2015 Report to Congress. He will 

also talk about a proposed rule change on how Housing Choice Vouchers would be 

administered in certain metropolitan areas. In new markets tax credit news, he shares news 

about a competition hosted by the CDFI Fund to encourage innovative ideas in serving 

underserved communities. In the historic tax credit section, he discusses a useful new source of 

gap financing for Ohio developers. And he closes out with renewable energy tax credit news, 

where he recaps last week’s Senate Finance Committee hearing on energy tax incentives. He 

will also outline a new bill that was introduced to encourage investment in offshore wind 

projects. 

 

 

 
Summaries of each topic:  
 

1. General News (2:48 – 3:52) Page 2 

2. Low-Income Housing Tax Credits (3:53 – 8:37) Pages 3 – 4   

3. New Markets Tax Credits (8:38 – 10:06) Page 5 

4. Historic Tax Credits (10:07 – 11:37) Page 6 

5. Renewable Energy Tax Credits (11:38 – 15:50) Pages 7 – 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 

2016 Underserved Non-Metropolitan Middle-Income Geographies  

 In general news, last week a list was released naming the 2016 distressed or underserved 
non-metropolitan, middle-income geographies. 

 Those are the areas where qualified community development activities will receive 
Community Reinvestment Act (CRA) consideration. 

 This annual list was released by  
o the Office of the Comptroller of the Currency (OCC),  
o the Board of Governors of the Federal Reserve System  
o and the Federal Deposit Insurance Corporation (FDIC) . 

 The designations reflect local economic conditions including 
o poverty rate, 
o population, 
o unemployment 
o and low density. 

 Areas designated as distressed or underserved last year, but not this year, are still able to 
receive CRA credit for 12 months after publication of the current list. 

 For the tax credit community, the designations are especially important because many tax 
credit investments are made by banks looking to fulfill CRA requirements. 

 You can find the list of designations at www.occ.gov.  
  

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

FHFA 2015 Report to Congress 

 In affordable housing news, the Federal Housing Finance Agency, or FHFA, released its 
2015 Report to Congress last week. 

 The report describes the actions taken by FHFA to carry out its statutory responsibilities. 

 I want to share some of the affordable housing highlights. 

 In 2015, both Fannie Mae and Freddie Mac enhanced their existing loan programs for 
small multifamily properties and for preservation of older, subsidized affordable housing 
properties.  

 For low-income multifamily units, the lending benchmark for Fannie and Freddie was 
300,000 units. 

 Both exceeded that goal: 
o Fannie served nearly 310,000 units 
o And Freddie served nearly 380,000 units. 

 For very low-income multifamily units, the benchmark for both enterprises was 60,000 
units. 

 Again, both surpassed the goal: 
o Fannie served nearly 70,000 units 
o And Freddie served nearly 80,000 units. 

 I should note, these figures from 2015 are just preliminary and they are based on the 
information Fannie and Freddie reported in March. 

 The figures will be updated later this year when Home Mortgage Disclosure Act (HMDA) 
market data becomes available.  

 For now, it is safe to say that Fannie and Freddie have at least met their benchmarks for 
2015. 

 In addition, Fannie and Freddie also offered new ways to guarantee tax-exempt housing 
bonds to promote greater use of this type of financing.  

 Another feature of the FHFA report to Congress was a section on the Affordable Housing 
Program, or AHP. 

 AHP was designed to build and preserve affordable housing for very-low and low- or 
moderate-income households. 

 In 2015, Federal Home Loan Banks made nearly $270 million in Affordable Housing 
Program subsidies nationwide. 

 About 70 percent of those properties received additional funding from other federal 
programs—most frequently, the low-income housing tax credit (LIHTC). 

 The LIHTC was used in about two-thirds of all approved rental housing applications. 

 I do encourage you to check out the full report.  

 Simply go to www.taxcredithousing.com.  
 

Small Area FMRs for HCV Administration 

 In other news, HUD last week published in the Federal Register a notice proposing the 
use of small area fair market rents (FMRs) in the administration of the Housing Choice 
Voucher (HCV) program for certain metropolitan areas. 

o This would replace the current 50th percentile rent system.  

 Currently, HUD determines the subsidy for the voucher program by using a formula that 
considers rent prices across an entire metro area. 

http://www.taxcredithousing.com/
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 However, as many of you know, rents can vary widely within some, if not most, 
metropolitan areas. 

 As a result, voucher subsidies may be too high or too low to cover market-rate rent in a 
given neighborhood. 

 Current policy for addressing high concentrations of voucher holders is to raise the level of 
the FMR from the 40th percentile to the 50th percentile. 

 HUD says this method has been shown to keep voucher tenants in neighborhoods where 
rents are low, but poverty is high. 

 Using small area FMRs would provide adequate subsidy for voucher holders to move to 
neighborhoods with lower poverty rates and more economic opportunity, according to 
HUD.  

 The proposed small area FMR approach would affect 31 metropolitan areas.  

 HUD proposes to use several criteria for determining which metropolitan areas would best 
be served by application of Small Area FMRs in the administration of the HCV program. 

 These criteria include:  
o a threshold number of vouchers within a metropolitan area,  
o the concentration of current HCV tenants in low-income areas, and  
o the percentage of renter occupied units within the metropolitan area with gross 

rents above the payment standard basic range. 

 Public housing agencies in designated metropolitan areas would be required to use small 
area FMRs, while others not operating in designated areas would have the option to use 
small area FMRs.  

o Other programs that use FMRs would continue to use area-wide FMRs.  

 Comments on these proposed rules are due August 15.  

 If you want to learn more, go to www.taxcredithousing.com.   

 

  

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

CDFI Prize Competition 

 In new markets tax credit (NMTC) news, the CDFI Fund last week issued a call for ideas 
for what it’s calling the 2016 CDFI Prize Competition. 

 The winner or winners get up to $1 million. 

 The idea behind it is a good one. 
o The CDFI Fund is looking to recognize and promote ideas that remove barriers to 

access capital in rural areas. 
o The focus is especially on areas of persistent poverty. 

 With the largest NMTC allocation in history coming this fall and the NMTC program 
extended for five years, the CDFI Fund wants to encourage development in underserved 
areas. 

 The CDFI Fund is specifically looking for two types of ideas: 
o First, a strategy or idea that was implemented in the past two years to increase 

CDFI investments and access to capital in underserved areas, or 
o An innovative idea or strategy that has not yet been implemented, but would be 

expected to increase CDFI investment and access to capital in those areas. 

 Those eligible for this contest are: 
o certified CDFIs, 
o collaborations of CDFIs, or 
o a non-CDFI that partners with a certified CDFI. 

 You can enter the contest at the website challenge.gov. 

 Submissions are due by July 29 and are accepted only through the challenge.gov website. 
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HISTORIC TAX CREDIT NEWS 

Ohio Downtown Redevelopment District Law 

 In historic tax credit (HTC) news, I’d like to call your attention to a new tool that will be 
soon be available for developers in Ohio. 

 A bill signed last month by Gov. John Kasich allows cities to establish downtown 
redevelopment districts, or DRDs, and then issue bonds against expected higher future 
tax revenue.  

 These bonds will be similar to Tax Increment Financing, or TIF, bonds, of with which many 
of you are familiar. 

o The proceeds from tax-increment financing bonds are currently used for public 
improvements, which includes things such as: 
 underground utilities, 
 streets and 
 public parking garages. 

 However, effective Aug. 5, the proceeds of DRD bonds can be used to help fund 
construction for HTC projects in downtown development districts. 

 My partner Tom Boccia in our Cleveland, Ohio, office notes that this change will be 
particularly valuable because it provides a new source of financing to help fill in financing 
gaps for HTC. 

 Ohio, of course, is the home to many HTC developments and this is only going to help. 
o In addition to federal HTCs, Ohio has a significant state credit program. 
o In fact, the state will soon award $25 million in HTCs. 
o Those awards are expected to be announced before June 30. 
o There will be a second round of state HTC allocations later in the year. 

 For questions about any HTC issues, contact Tom Boccia in our Cleveland office. 
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RENEWABLE ENERGY TAX CREDIT NEWS 

Senate Finance Committee Energy Hearing 

 In renewable energy tax credit (RETC) news, the Senate Finance Committee held a 
hearing on energy tax incentives last week. 

 The purpose was to hear ideas on how Congress should approach energy tax policy.  

 As you can expect, viewpoints varied. 

 Committee chairman Orrin Hatch said he stands behind advancing alternative energy 
sources. 

 But he said he does not believe in raising the cost of existing and proven energy 
sources—such as oil and gas—in order to make alternative energy sources more 
attractive. 

 Namely, he’s against carbon tax proposals. 

 Meanwhile, the Ranking Member Ron Wyden advocated a “technology-neutral” approach. 

 Wyden said that in the long-run, he wants to take all of the energy provisions in the tax 
code and throw them in the trash can. 

o Again, though, that’s in the long run. 

 In the immediate future, Wyden argued against repeated short-term tax extenders, 
specifically naming the energy technologies orphaned by last year’s extenders. 

 But Wyden said that Democrats and Republicans should work together to take care of the 
orphaned energy extenders and clear the decks so that they can work on a fresh 
approach to energy tax policy. 

 Just as a reminder, the orphaned credits affect fuel cells, small wind projects and 
geothermal heat pumps, among other renewable resources. 

 The witnesses who testified at the hearing represented energy industry stakeholders. 

 They advocated incentives for different technologies and energy sources, such as biogas 
and energy storage.  

 One of the witnesses was Karen Harbert of the U.S. Chamber of Commerce. 

 She said that the wind production tax credit (PTC) undercuts fossil fuels and nuclear 
power. 

 Sen. Chuck Grassley defended the PTC, which he introduced in 1992. 

 Grassley said that Harbert was using a “double standard” to elevate nuclear over wind 
power.  

 Grassley spoke against people who criticize subsidies for one type of energy while 
disregarding market-distorting benefits provided to other sources.” 

 Harbert said she was not singling out wind in her criticism. 

 Rather, she said she was pointing out the benefits of more reliable renewables, like 
nuclear, over inconsistent renewables, like wind. 

 As lawmakers consider different approaches to comprehensive tax reform, it is possible 
that last year’s deal on extending and phasing down the PTC and ITC may be altered if 
and when Congress takes up comprehensive tax reform. 

 
Offshore WIND Act 

 In other news, Sen. Edward Markey of Massachusetts introduced legislation to extend the 
investment tax credit (ITC) for offshore wind through the end of 2025. 

 As you know, the ITC was extended through the year 2019 at the end of last year, with a 
gradual phase-down. 
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 But offshore energy development requires longer permitting and planning periods. 
o In fact, Markey said that the Department of Energy expects no new offshore wind 

projects to qualify for the ITC before it expires. 

 Markey’s bill would extend the 30 percent ITC for offshore developments for six additional 
years, to encourage offshore development. 

 Seven senators co-sponsored the legislation. 
o They are: 

 Sheldon Whitehouse of Rhode Island, 
 Jack Reed of Rhode Island, 
 Elizabeth Warren of Massachusetts, 
 Brian Schatz of Hawaii,  
 Jeff Merkley of Oregon, 
 Sherrod Brown of Ohio and  
 Kristen Gillibrand of New York. 

o All are Democrats. 

 That both Rhode Island senators are cosponsors is no surprise. 
o The first U.S. offshore wind project is near Block Island, Rhode Island. 
o The project is expected to come online sometime this year. 
o That development, by the way, started eight years ago. 

 Markey’s bill was assigned to the Senate Finance Committee. 

 You can see a copy of the legislation at www.energytaxcredits.com. 
o It is S. 3036. 
o And it’s called the Offshore Wind Act. 

 

 

http://www.energytaxcredits.com/

