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

general news section, where he shares what Congress hopes to achieve in the final few days 

before it takes a long recess. He will also let listeners know about the potential release of a plan 

by Senate Finance Committee Chairman Orrin Hatch that could have a significant impact on 

corporate tax reform, including some details of what might be included. In the low-income 

housing tax credit section, he discusses how two changes in California’s state low-income 

housing tax credit will make the credit more valuable and versatile. He will also look at a change 

in Hawaii that makes its state low-income housing tax credit more valuable. In new markets tax 

credit news, he shares the latest Qualified Equity Investment issuance report and how much 

allocation authority has been issued to investors in the past month. In the historic tax credit 

section, he talks about an upcoming meeting of the Advisory Council on Historic Preservation. 

And he closes out with renewable energy tax credit news, where he tells listeners about New 

Mexico’s state renewable energy tax credit, which has already reached its cap this year. 

 

 
Summaries of each topic:  
 

1. General News (2:32 – 6:00) Pages 2 – 3   

2. Low-Income Housing Tax Credits (6:01 – 10:04) Pages 4 – 5  

3. New Markets Tax Credits (10:05 – 11:06) Page 6 

4. Historic Tax Credits (11:07 – 12:27) Page 7 

5. Renewable Energy Tax Credits (12:28 – 13:58) 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 

Congressional Goals 

 In general news, Congress is still in session this week, but only through Friday. 

 After that, both houses will adjourn for a seven week state and district work period. 
o That seven-week window includes the conventions for both political parties, so 

there will be action – but not on the legislative level. 

 So before this session ends on Friday, legislators will try to pass some key bills, 
understanding that the combination of the presidential election and the approach of the 
end of the fiscal year will make it hard to do so after they return. 

 Among the most significant are the 12 Fiscal Year 2017 appropriations bills that fund the 
government. 

o As of this recording, the House Appropriations Committee has approved 10 of 
the 12 appropriations bills for 2017, including the Transportation-HUD, or THUD, 
bill. 

o The full House has also approved four of the committee-approved bills, but not 
the THUD bill. 

o The Senate Appropriations Committee has approved all 12 bills, and the full 
Senate approved three of them, including the THUD bill.  

o However, neither the House nor the Senate have approved final versions of the 
12 appropriations bills, let alone have they been signed by the president. 

o That means, we’re likely facing another government funding impasse this fall. 
o Which means, it looks increasingly likely that we’ll face another temporary stop-

gap funding law, known as a continuing resolution, this fall to keep the 
government afloat past the end of the fiscal year. 

o The fiscal year ends Sept. 30. 

 Assuming there will be a continuing resolution, the biggest question may be: how long will 
it last? 

o The Nov. 8 presidential election plays a major role. 
o It’s is likely that Congress will pass a continuing resolution that expires after the 

election. 
o When that continuing resolution does expire, Congress will then have to decide 

whether to fund the government through an omnibus appropriations bill, as it has 
in recent years, or passing another continuing resolution through early 2017. 

o Extending a continuing resolution bill through early 2017 would allow a new 
Congress, with a new president, to settle the budgetary questions. 

Hatch Corporate Tax Reform Plan 

 While Congress may not pass the appropriations bills, one thing that could happen this 
week is the release of Sen. Orrin Hatch’s corporate integration plan. 

 Hatch, the chairman of the Senate Finance Committee, announced several months ago 
that he was working on a plan to eliminate the double taxation of corporate income. 

o It is widely expected that Hatch’s plan will allow corporations to deduct dividends 
that they pay shareholders. 

o This would increase the attractiveness of equity-financed investments into 
corporations, as compared to debt-financed investment. 

o However, depending on how the proposal is structured, it could adversely affect 
the desires of corporations to invest in tax credits like the low-income housing tax 
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credit, new markets tax credits, historic tax credits and renewable energy tax 
credits. 

o Of course Hatch’s plan–just like the House tax reform taskforce blueprint that 
was released June 24, is just that: a plan. 

 It would still require legislation and significant tax reform to become a reality. 

 I’ll keep you updated on my Twitter feed on the progress of any significant Congressional 
moves and if the Hatch plan is released. 

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

California LIHTC Changes 

 In affordable housing news, California’s governor recently signed a bill that made two 
significant changes to the state’s low-income housing tax credit (LIHTC) program. 

 Gov. Jerry Brown signed legislation that restored the ability to bifurcate the state credits 
and created an authority to certificate the credits. 

 First, the bifurcation portion. 
o As you know, bifurcation allows different parties to invest in the state and federal 

credits on the same development. 
o California allowed bifurcation that ended in 2015. 
o Once it ended, developers had to find one investor for all the LIHTCs on a 

property. 
o The new law changes it back, again allowing developers to work with different 

investors for the state and federal tax credits.  
o The change is retroactive to the beginning of the year, meaning any tax credits 

reserved from this year until the end of 2019 can benefit. 
o That’s right – it does have a sunset the old law had, so we’ll either have to get it 

extended before the end of 2019, or else we’ll lose bifurcation once again.  

 Now the second change, certification, allows credits to be acquired by an investor outright. 
o Previously, California required that the investor in state credits be a partner in the 

development, and under the general bifurcation rules, that’s still the case. 
o However, there’s now the certification option. 
o There are some restrictions on this option: 

 applicants must make an irrevocable election in the initial application, 
 pricing must be at least 80 cents on the dollar, 
 investors must be a traditional investor in another federal LIHTC transaction 

in the state, and finally, 
 the state credit can only be re-sold once. 

 California, by the way, has a cap of $94 million for its state LIHTCs this year. 
o However, the state has forward-committed a growing amount of its credits. 
o Last year, for instance, it forward-committed about $35 million in state credits, 

leaving only $59 million for this year. 
o The state is by the way examining ways to address the difficulties from the 

forward commitments. 

 My partner Jeff Nishita in our San Francisco office notes that these two changes are 
important for California tax credits. 

 That’s because the ability to bifurcate or certificate the credits can expand the pool of 
investors, leading to higher equity pricing. 

 However, there are significant structuring issues particularly associated with this 
certification of California credits and the income tax effects on the partnership. 

o If you have questions about bifurcating your California LIHTCs, please call Jeff 
Nishita in our San Francisco office. 

 If you want to see a copy of the bill, go to www.taxcredithousing.com. 

 It’s California Senate Bill 837. 

 
 

http://www.taxcredithousing.com/
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Hawaii LIHTC Change 

 In other affordable housing news, Hawaii’s governor signed a bill that makes Hawaii’s 
state LIHTC more valuable. 

 The legislation was one of six housing bills signed by Gov. David Ige to help deal with a 
long-time housing shortage in the state. 

 The bill concerning the LIHTC changed the amount of the credit, beginning next year. 
o Under prior law, Hawaii’s state LIHTC was 50 percent of the federal LIHTC, and 

it was claimed over 10 years. 

 The new legislation that goes into effect in 2017, essentially allows the same amount of 
state tax credits, however, they can be claimed over five years, instead of 10. 

 While the total amount of the credit remains the same, the present value will rise, since the 
credit can be claimed over a shorter period of time.  

 The increase in value should allow developers to generate anywhere from 15 percent to 
20 percent or more tax credit equity from the same amount of nominal tax credits. 

 You can see the bill at www.taxcredithousing.com. 
o It’s Hawaii Senate Bill 2833.  
o For additional questions, please contact Jim Kroger in our San Francisco office. 

  

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

QEI Issuance Report 

 In new markets tax credit (NMTC) news, the CDFI Fund last week released its monthly 
Qualified Equity Investment Issuance Report, or QEI Report. 

 The QEI report identifies 
o The total amount finalized by NMTC allocatees,  
o and the amount that remains to be issued. 

 The CDFI Fund said that about $103 million in allocation authority was issued since the 
previous QEI report in June. 

 It brings the total amount allocated over the years to nearly $41.9 billion dollars. 

 As of July 5, the amount of NMTC allocation authority still available is only about $1.5 
billion. 

o As you know, much of that is already unofficially committed. 

 Remember the CDFI Fund, which oversees the NMTC program, will announce $7 billion in 
awards sometime this fall. 

o That will be the biggest allocation round in the history of the program. 

 You can find this month’s QEI issuance report at www.newmarketscredits.com. 
 

 

  

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

ACHP Meeting 

 In historic tax credit (HTC) news, I have a quick note on the upcoming quarterly business 
meeting of the Advisory Council on Historic Preservation, or, ACHP.  

 ACHP will hold its meeting this Thursday, July 14th, in Washington, D.C.  

 Listeners who would like to be more involved in items affecting the HTC program, can 
attend the ACHP meeting, because it is open to the public. 

 The agenda for this week’s meeting includes items such as: 
o Section 106, which requires federal agencies to take into account the effects of 

their undertakings on historic properties. 
 That includes federal agency support for state historic preservation offices, 
 The Section 106 discussion will also address broadband on federal 

property, which has moved forward with a proposed rule from HUD 
requiring broadband for most HUD-financed multifamily construction.  

o The agenda also includes discussion of Preservation 50, the commemorative 
campaign of 50 years of the National Historic Preservation Act, 

o as well as Historic Preservation Fund reauthorization, 
o and of course, federal government fiscal year 2017 Department of Interior 

appropriations 

 You can find the notice for the meeting at www.historictaxcredits.com. 

 If you have questions about the HTC in general, please call my partner Frank Buss in our 
Dover, Ohio, office.  

 His number is 330-465-5400. 
  

http://www.historictaxcredits.com/


Summary: July 12, 2016 
 

RENEWABLE ENERGY TAX CREDIT NEWS 

New Mexico hits Solar Cap  

 In renewable energy tax credit (RETC) news, there’s a good-news, bad-news 
development in New Mexico.  

 Last month, the 2016 allotment of the state’s Solar Market Development Tax Credit was 
reached for photovoltaic systems.    

o The last day for photovoltaic applications to be considered for tax year 2016 was 
June 14.  

 That’s good news because it shows the popularity of the program. 

 But bad news because the program has hit its cap in less than six months into the 
calendar year. 

 Tyler Gibbs, my partner in our Detroit metro office, said it is important for these state tax 
credit programs to have more realistic caps. 

 That would make it easier for homeowners and business owners to plan financing for solar 
investments.  

o Now it is unfortunate that the program ran out of funding mid-year, but Tyler said 
the fact that the 2016 allotment was fully subscribed by June does highlight the 
continued demand for solar nationwide. 

o That’s both for residential use and as an investment. 

 It’s important to note that in New Mexico, applications are still being accepted for solar 
thermal systems.  

o There still is $1.8 million in tax credits is still available for these systems. 

 The New Mexico program provides a 10 percent tax credit of up to $9,000 per installation.  

 Certified solar thermal or photovoltaic system purchases may qualify for the credits. 
o The credit expires at the end of this year.  

 If you have any questions about solar tax credits, please call Tyler Gibbs in our Detroit 
metro office.  

 

 


