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

general news section where he shares details from the House Republican tax reform plan 

released on Friday and a bill that would put partnerships on level ground with corporations when 

it comes to paying taxes on such things as grants from state or local governments. In the low-

income housing tax credit section, he discusses two bills that would drastically change the way 

certain housing subsidies are administered. He also discusses the latest “State of the Nation’s 

Housing Report.” In new markets tax credit news, he shares some good news about Enterprise 

Zone designations that will benefit businesses across the country. In the historic tax credit 

section, he talks about the latest guidance released by the National Park Service on seismic 

rehabilitation of historic properties. He closes out with renewable energy tax credit news, where 

he highlights a bill that would create a 30 percent investment tax credit for renewable energy 

storage. 

 

 
Summaries of each topic:  
 

1. General News (2:24 – 6:33) Page 2 – 3   

2. Low-Income Housing Tax Credits (6:34 – 12:23) Pages 4 – 5  

3. New Markets Tax Credits (12:24 – 14:00) Page 6 

4. Historic Tax Credits (14:01 – 15:12) Page 7 

5. Renewable Energy Tax Credits (15:13 – 16:37) 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 

GOP Tax Task Force Plan 

 In general news, House Republicans released their long-awaited tax reform blueprint on 
Friday. 

 The tax plan was put together by the tax reform task force, one of six task forces House 
Speaker Paul Ryan established earlier this year. 

 The plan lays out Republican priorities for a new tax code and how Congress should 
approach tax reform. 

 The blueprint calls for three tax brackets for individuals, with a top tax rate of 33 percent, 
as well as a 20 percent corporate tax rate, as compared to the current 35 percent tax 
rate. 

 So, what does the plan say about tax credits?  

 Well, the blueprint does explicitly propose to retain the Research & Development tax 
credit. 

 However, no mention is made of the  
o low-income housing tax credit, 
o new markets tax credit, 
o historic tax credit 
o or renewable energy tax credits. 

 Initial media reports had suggested that the blueprint would include retaining the LIHTC. 

 However, the published report did not do so. 

 The plan does indicate though, how GOP leaders feel about tax incentives. 

 The plan would generally eliminate what it called “special-interest” deductions and 
credits in favor of providing lower tax rates for all businesses and eliminating taxes on 
business investment.  

 Republicans said a tax code that is more neutral will be more efficient and will facilitate 
economic growth. 

 As you’d expect, Ways and Means Democrats didn’t have high expectations for the 
Republican tax plan, even before it was released. 

 Rep. John Larson from Connecticut said the document would not have much 
consequence. 

 Rep. Bill Pascrell called the plan a sham.  

 The House Ways and Means Committee though is planning to turn the blueprint into 
legislation before Jan. 20, 2017, when the next president is inaugurated.  

 So I’d like to hear your thoughts on the Republican tax blueprint. 

 Please Tweet your answers and thoughts and tag me. 

 My handle is @Novogradac.  
 
PINN Act 

 In other news, three congressmen introduced legislation last week that would amend the 
federal tax code to eliminate the tax on state and local capital contributions to 
partnerships. 

o The bill also covers limited liability companies that are taxed as partnerships. 

 Simply put, the legislation would put partnerships on equal tax footing with corporations 
when it comes to receiving grants from government bodies. 
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 The bill is entitled, “Preserving Investment in Needy Neighborhoods Act”, or the “PINN 
Act”, and was sponsored by 

o Republican Pat Tiberi of Ohio, 
o Republican Peter Roskam of Illinois, and 
o Democrat Danny Davis of Illinois. 

 The legislation is meant to level the playing field for partnerships, which currently, 
according to IRS guidance, have taxable income when they receive grants and other 
capital contributions from state and local governments. 

 Contributions by local and state governments to corporations for development are tax 
free under Section 118(a) of the Internal Revenue Code, whereas the IRS published 
guidance regarding the taxability of non-partner capital contributions to partnerships has 
evolved over time. 

 That accumulated in 1982, when the IRS issued General Counsel Memorandum 38944. 

 In this guidance, the IRS stated their position that Section 118(a) only applied to 
corporations and does not apply to partnerships.  

 As such, the IRS argues, non-partner contributions to partnerships are taxable. 

 Many tax attorneys though believe the IRS is wrong in their assertion, and that Supreme 
Court doctrines point to such contributions to partnerships as being nontaxable.   

 The legislation was referred to the Ways and Means Committee. 

 You can find the bill at www.taxcredithousing.com. 
o It is H.R. 5539, Preserving Investment in Needy Neighborhoods Act. 

  

http://www.taxcredithousing.com/
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LOW-INCOME HOUSING TAX CREDIT NEWS 

Housing Opportunity Through Modernization Act 

 In affordable housing news, a bill that would make several changes to HUD programs 
was finally introduced in the Senate last week. 

 The Housing Opportunity Through Modernization Act of 2016 contains several reforms 
to affordable housing programs. 

o The bill was introduced by Sens. Tim Scott, a Republican from South Carolina, 
and Robert Menendez, a Democrat from New Jersey. 

o It’s the companion bill to H.R. 3700, which was introduced last year and passed 
the House unanimously in February. 

 The Senate bill would streamline requirements in the Housing Choice Voucher Program, 
allowing voucher holders to move into units quicker. 

o The bill would also allow the contract terms for the Section 8 program to be 
extended from 15 to 20 years. 

o The legislation would protect Section 8 residents from displacement due to 
fluctuations in the fair market rent. 

o And the bill would streamline regulations for the Rural Housing Service single-
family guaranteed loan program and the Federal Housing Administration 
regulations regarding existing condominium projects. 

 A Congressional Budget Office estimate of the House version of the bill said that it would 
save the federal government $311 million over five years. 

 As I said earlier, there was no opposition in the House when its version of the bill passed 
earlier this year. 

 My colleague Peter Lawrence in Washington says the Senate companion legislation 
likely won’t be considered in the Banking Committee, as housing bills usually are, given 
the limited legislative calendar. 

o Instead, if it advances at all, it likely will be considered by the full Senate under 
what’s called “unanimous consent.” 

o That’s the procedure the Senate uses for bills that have no opposition. 
o However, if one senator objects, that opportunity ends. 
o I’ll keep you updated on the legislation on my Twitter feed. 

Welfare Reform and Upward Mobility Act 

 Speaking of companion legislation, I have an update to the Welfare and Upward Mobility 
Act that I discussed in the podcast a couple of weeks ago.  

 The Senate version of the House bill was recently introduced by Sen. Mike Lee. 
o The Senate version of the bill is virtually identical to the House Bill.  

 Like the House version, the Senate Bill would eliminate nearly all federal housing 
programs by consolidating them into a single state block grant.  

 Among the programs to be transferred to the states are: 
o the housing choice voucher program,  
o public housing,  
o Section 8,  
o the HOME Investment Partnerships program,  
o Section 202 housing for the elderly,  
o Section 811 housing for people with disabilities,  
o and even more.  
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 It is important to note that the low-income housing tax credit (LIHTC) is 
not covered by the bill.  

 According to Lee, the bill would save $2.5 trillion over 10 years. 

 S. 3047 has been read twice and referred to the Committee on Finance.   

 You can find both S.3047 and the House bill H.R. 5360 at www.taxcredithousing.com.  
 

State of the Nation’s Housing Report 

 In other news, the Joint Center for Housing Studies of Harvard University released its 
annual “State of the Nation’s Housing” report last week. 

 The annual report looks at 
o the housing market, 
o demographic trends, and  
o challenges faced by American households. 

 The report found declining homeownership, but a strong multi-family sector. 

 The number of renter households hit 42.6 million in 2015. 
o That’s an increase of 1.4 million from 2014 and roughly 9.3 million from 2004.  

 The number of cost-burdened renters reached a record-high of 21.3 million in 2014.  
o That means they spend 30 percent or more of their income on housing. 
o And, those who pay more than 50 percent of their income on rent jumped to a 

record-high of 11.4 million.  

 Not surprisingly, vacancy rates on rental units are decreasing.  

 The 28th annual report says the rental vacancy rate dropped to 7.1 percent in 2015. 
o That’s the lowest vacancy rate since 1985.  

 In terms of subsidy, the LIHTC continues to be the primary affordable housing vehicle in 
the country. 

o The LIHTC program has supported the construction and preservation of roughly 
2.8 million rental units since 1986. 

 On the public housing side, the report found that the Rental Assistance Demonstration 
(RAD) program has given public housing authorities new flexibility to use tax credits and 
private capital to rehabilitate and preserve aging housing inventory.  

o As of December 2015, HUD estimates that public housing authorities and their 
partners raised more than $1.7 billion through RAD to convert more than 26,000 
public housing units to long-term contracts. 

 In addition, in 2016, HUD allocated nearly $174 million to states through the National 
Housing Trust Fund.  

 The report found that current proposals to expand the LIHTC program, as well as to 
reform the public housing and other rental assistance programs, may help broaden 
access to affordable housing for the nation’s most vulnerable households.  

o But preserving and maintaining the private supply of low-cost housing is also 
crucial. 

 To read the report, go to www.taxcredithousing.com. 
 
  

 

  

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

Empowerment Zones 

 In new markets tax credit (NMTC) news, the IRS announced last week that all 
empowerment zone designations will remain in effect through the end of this year. 

o This announcement followed an earlier IRS notice in March that empowerment 
zones in effect at the end of 2014 would stay that way through the end of 2016. 

o This is due to a provision in the Protecting Americans from Tax Hikes Act of 
2015, or PATH Act. 

 This announcement was needed because the IRS Notice contained an exception, where 
a state or municipality could decline the extension, but they had to exercise that option 
by May 24. 

 None did so. 

 Now the IRS has issued its announcement that all empowerment zones designations 
remain in effect. 

 This is significant for the community development entities that are seeking NMTCs. 
o One of the IRS definitions of a low-income community is a census tract with a 

population of less than 2,000 that is located within an empowerment zone. 
 It must also be contiguous to one or more low-income communities. 

 This provision isn’t used much, but it does provide an option for community development 
entities. 

 Had this extension not happened that option would have gone away. 

 Congress created empowerment zones in 1993, with an original expiration date of Dec. 
31, 2009. 

o This is the fourth extension of that original expiration date. 

 If you have questions about an NMTC application, whether or not it involves 
empowerment zones, contact my partner Owen Gray in our San Francisco office.  

  



Summary: June 28, 2016 
 

HISTORIC TAX CREDIT NEWS 

Seismic Historic Rehabilitation Guidance  

 In historic tax credit (HTC) news, the National Park Service released updated guidance 
on seismic rehabilitation of historic buildings. 

 This is the first update in nearly 20 years. 

 Historic buildings are especially vulnerable to earthquakes because so many were built 
before seismic codes were adopted. 

 However, the National Park Service warned that retrofitting historic buildings to survive 
earthquakes could damage or destroy the historic features that make them significant. 

 HTC developers will find this guidance useful on how to do seismic work that can protect 
lives and historic structures. 

 Previous guidance on seismic rehabs was released in 1997. 

 This revision replaces that text. 

 The update expands sections on topics, such as 
o achieving seismic retrofit and preservation,  
o evaluating significant historic features and spaces,  
o developing a seismic rehabilitation plan, 
o and more.  

 The document is called, “Preservation Briefs 41: The Seismic Rehabilitation of Historic 
Buildings.” 

 You can find the text at www.nps.gov.  

  

http://www.nps.gov/
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RENEWABLE ENERGY TAX CREDIT NEWS 

Energy Storage ITC Bill 

 In renewable energy tax credit (RETC) news, a bill was introduced to create a 30 
percent investment tax credit (ITC) for energy storage. 

 Supporters of the bill say energy storage systems should be allowed the same 30 
percent ITC that other renewable energy technologies already receive.  

 Under the energy storage ITC program, no credit would be issued after Dec. 31, 2026. 

 I should note, the bill would also expand Section 25D of the Internal Revenue Code to 
create a 30 percent credit for residential energy storage equipment. 

 And the bill would make energy storage that is connected to the grid eligible for new 
clean energy bonds.  

 This bill was introduced by Rep. Mike Honda, a Democrat from California. 

 So far, the legislation has four cosponsors: two Republicans and two Democrats. 

 The Republicans are both from New York: 
o Rep. Christopher Gibson and 
o Rep. Tom Reed. 

 The two Democrats are 
o Rep. Mark Takano from California and 
o Rep. Mark Takai from Hawaii. 

 The proposal has been referred to the House Ways and Means Committee. 

 The bill is entitled the “Energy Storage for Grid Resilience and Modernization Act of 
2016” or H.R. 5350. 
 

 

 
 

 


