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In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac, CPA, shares some news 

about two notices concerning the HUD Rental Assistance Demonstration program. He also 

provides information about a recent Opportunity Zones Coalition letter requesting guidance from 

the Treasury Department and IRS concerning opportunity zones. He wraps up this week’s 

episode with a roundup of other industry headlines. 

 

 

Summaries of each topic:  

 

1. General News (01:39-09:30) Pages 2 – 4   

a. RAD Notices (01:39-05:00) 

b. OZ Letter (05:01-09:30) 

2. Other News (09:31-11:05) Page 5 

3. Related Resources Page 6 
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GENERAL NEWS 

RAD Notices 

 HUD last week published two Federal Register notices about the Rental Assistance 

Demonstration program, or RAD. 

 The notices implemented changes made in the Fiscal Year 2018 Appropriations Act. 

o That, as you might remember, was the spending bill that not only increased the 

cap for RAD, but it also extended the program through the year 2024. 

 Now the headline provision in the first notice was to officially increase the program’s cap 

from 225,000 to 455,000 public housing units as of Jan. 1, 2019. 

 Now there were some other significant items in the first notice as well. 

o For example, the notice made modifications to the process that HUD uses to set 

initial contract rents for awards made due to this increase. 

o The notice also simplified the process for public housing agencies, or PHAs, to 

withdraw existing awards and replace them with others. 

o Another provision describes the steps PHAs have to take to keep their position 

on the RAD waiting list if they’ve already submitted let ters of intent. 

 Now the second notice addressed some more technical details. 

o For instance, the notice expanded the ability of PHAs to rent bundle project -

based voucher contracts when some are in RAD and others aren’t. 

o And, the notice also officially permits PHAs to establish project-specific utility 

allowances for specific developments. 

o The notice also provides alternative limits for developer fees when a PHA has a 

waiting list preference for families that are exiting homelessness. 

o Additionally, the second notice also creates a streamlined conversion option for 

small PHAs, that would be those with 50 or fewer units. 

 While the notices really just implement changes to RAD that were made in the 

appropriations legislation, it’s important for PHAs to stay informed.  

o The RAD program continues to make a dramatic impact on public housing. 

o But as those of you working in PHAs know, the requirements and regulations 

under the RAD program are different than for public housing.  

o My partner Rich Larsen in our Toms River, N.J., office, says that PHAs should 

pay particular attention to when the final public housing operating subsidy 

obligation is made for fiscal year 2018.  

o He notes that if the final operating subsidy pro-ration amount remains similar to 

the published interim eligibility amount, which is 93.46 percent, then he expects 

more PHAs to make a move to RAD.  

 This 93.46 percent pro-ration of the operating subsidy is the highest it’s 

been in several years. 

 Now we’re not sure of the final pro-ration amount, but it should come out 

in the next few months. 

o Now the pro-ration amount and the capital funding are both important figures in 

the funding for RAD conversions. 

o So when you couple the high subsidy pro-ration number with the large increase 

in the capital funding this year, it will be possible, or at least very tempting for 

PHAs to convert to RAD as soon as possible.  

o Now Rich says that those factors may lead to the expanded cap being used up 

very quickly.  
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 And if you have questions about how these changes affect your properties, please 

contact Rich Larsen in our Toms River, N.J., office. 

OZ Letter 

 Now, let’s turn opportunity zones. 

 We’ve seen plenty of action concerning the opportunity zones incentive over the past 

few months, and there’s still more to come. 

o For instance, we’ve already seen governors nominate opportunity zones and the 

Treasury Department designate them as qualified opportunity zones. 

o The final round of opportunity zones were designated last month and the first 

opportunity funds are now active. 

 Now in prior podcasts, we’ve talked about the Novogradac Opportunity Zones Working 

Group, and its submission of a guidance request letter to Treasury.  

o And I should note, the Opportunity Zones Working Group will be sending an 

additional guidance request letter to Treasury in the next week or two. 

 Also, in last week’s podcast, we talked about how the Opportunity Zones Coalition had 

recently sent a letter requesting guidance from the IRS and Treasury Department as 

well.  

 And also last week we promised to provide more detail in this week ’s podcast. 

 Well, let’s move on with that detail. 

o The Opportunity Zones Coalition is a group of 46 stakeholders that includes 

Novogradac & Company. 

 The letter sought guidance and highlighted the need for flexibility, scalability and 

simplicity in the administrative rules and the implementation of the opportunity zones 

incentive. 

 Now several issues were addressed in the opportunity Zones Coalition letter. 

 First were issues for qualified opportunity funds. 

o The letter asked for guidance to ensure adequate time to deploy and reinvest 

capital from those funds. 

o The coalition suggested a one-year window before reinvestment, with a 

maximum of 30 months before initial deployment. 

o Now the letter also suggested specific time periods for initial investments  and for 

the disposal of business property that stops qualifying as such. 

o Guidance was also sought on how to measure the assets for a qualified 

opportunity fund. 

 The legislation requires that 90 percent of a fund’s assets be qualified 

opportunity zone property, but gave no indication of how to determine 

asset values. 

o Now other issues for the qualified opportunity funds included the definition of 

“substantially all” and assistance on measuring intangible assets of the funds.  

 The coalition sought resolution of some issues concerning qualified opportunity zone 

businesses. 

o That includes a definition of the term “substantially all” in defining how much of 

the qualified opportunity zone business property must be included to meet the 

statute’s definition of opportunity zone business. 

o The letter also asks for a 70 percent interpretation of “substantially all,” as well as 

other guidance. 

 A third area of guidance is in qualified opportunity zone business property. 
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o Specifically, the coalition requested guidance on the acquisition test, original use 

test and substantially-all test. 

 There were several other areas that the coalition letter mentioned as needing guidance, 

including: 

o how partnership tax rules apply, 

o confirmation that tax credit programs, such as the low-income housing tax credit 

(LIHTC), new markets tax credit (NMTC) and historic tax credit (HTC), can be 

used in combination with the opportunity zones incentive, 

o as well as reporting requirements for qualified opportunity funds, and 

o an explanation as to how Community Reinvestment Act requirements are met by 

qualified opportunity zone investments. 

 Now the coalition also included a list of issues that generated questions from potential 

investors and qualified opportunity fund managers. 

o The letter asked Treasury to confirm that the group’s understanding of those 

issues is correct. 

 The coalition letter is an important step as we continue to see this new incentive 

developing. 

o Now as you know, the opportunity zones incentive was a significant benefit for 

community development that was included in last year’s tax reform legislation. 

o But like all new incentives, it takes time to work out all the details. 

o This letter is evidence of the interest by stakeholders to make opportunity zones 

as effective as possible. 

o Now we’ll keep you updated as we learn more about these issues, including any 

responses from the IRS or Treasury. 

 I’d also like to remind you that Novogradac & Company will hold our first Opportunity 

Zones Conference on Oct. 2-3 in New Orleans. 

 I’d also like to remind you to take part in helping frame this conversation . 

 I mentioned earlier about our Opportunity Zones Working Group. 

 Well I’ve included links to the Opportunity Zones conference and the working group, and 

the coalition’s letter in today’s show notes. 

 If you’re interested in participating in the opportunity zones working group, please reach 

out to us. 

  



Summary: July 10, 2018 
 

OTHER NEWS 

 Turning to other news, the chief tax counsel for the Senate Finance Committee said 

technical corrections to last year’s tax legislation are a quote, “top priority” for Senate 

Finance Committee Chairman Orrin Hatch. 

o Jennifer Acuna, the chief tax counsel, made that statement to Politico. 

o In the interview she gave, she pointed out that it took three years for Congress to 

pass technical corrections to the PATH Act. 

o Acuna said the committee is trying to identify any potential problems. 

o And since those technical corrections could include amendments to the tax credit 

programs and the opportunity zones incentive, we’ve been keep an eye out for 

technical correction legislation. 

 Now let’s talk about HUD for a moment again. 

 HUD published a notice in the Federal Register seeking comments on a proposed new 

collection of information on the Housing Trust Fund.  

o HUD’s seeking new information on project-specific data to track performance and 

compliance. 

o Now the comments are due 60 days from when they were published.  

o There’s a link to the notice in today’s show notes. 

 And finally, California’s Tax Credit Allocation Committee announced last week that it ’s 

created videos to help LIHTC property owners prepare their placed-in-service 

documentation for those projects with California tax credit reservations. 

o Now the committee added the videos to its website. 

o If you have questions about documentation for your placed-in-service packages 

in California, I’d urge you to call my partner Jim Kroger in our Walnut Creek, 

Calif., office. 
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RELATED RESOURCES 
 

HUD notices 

 Notice implementing changes from 2018 Appropriations Act 

Notice making technical changes to RAD  

 

Opportunity Zones letter 

 Opportunity Zones Coalition letter to IRS 

Novogradac 2018 Opportunity Zones Conference 

Information on Opportunity Zones Working Group 

 

HUD Seeking Comments on HTF Information 

 Notice seeking comments 

 

LIHTC Basics Webinar 

 Novogradac LIHTC 101: The Basics Webinar 

 

https://www.novoco.com/sites/default/files/atoms/files/fedreg_070218.pdf
https://www.novoco.com/sites/default/files/atoms/files/fedreg_070218-1.pdf
https://www.novoco.com/sites/default/files/atoms/files/oz_coalition_letter_061818.pdf
https://www.novoco.com/events/novogradac-2018-opportunity-zones-conference
https://www.novoco.com/sites/default/files/atoms/files/novogradac_oz_working_group_brochure_updated_061118.pdf
https://www.novoco.com/sites/default/files/atoms/files/fedreg_070318.pdf
https://www.novoco.com/training/webinars/novogradac-lihtc-101-basics-webinar-july-2018

