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

general news section where he talks about long-awaited guidance on Section 50(d) income 

inclusion rules and how they affect tax credit partnerships. In the low-income housing tax credit 

section, he talks about what some stakeholders said about the FHFA’s proposed rule on Fannie 

Mae and Freddie Mac’s “duty to serve” underserved markets—particularly about what role 

Fannie and Freddie should play in the low-income housing tax credit market. In new markets tax 

credit news, he discusses a recent data release on CDFI loans and investments. He also shares 

news about Kentucky opening the application round for its state new markets tax credit 

program. In the historic tax credit section, he provides details about some upcoming application 

deadlines for Ohio’s Historic Preservation Tax Credit program. And he closes out with 

renewable energy tax credit news, where he discusses “Annual Energy Outlook 2016,” a report 

that compares projections of future clean energy growth with and without tax credits.  

 

Summaries of each topic:  
 

1. General News (2:37 – 5:53) Page 2 

2. Low-Income Housing Tax Credits (5:54 – 9:13) Pages 3 – 4  

3. New Markets Tax Credits (9:14 – 11:57) Page 5 

4. Historic Tax Credits (11:58 – 13:14) Page 6 

5. Renewable Energy Tax Credits (13:15 – 16:10) Page 7 

 

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 

Section 50(d) Regulations 

 In general news, the IRS last week released long-awaited proposed and temporary 
regulations on Internal Revenue Code Section 50(d) income inclusion rules. 

 These regulations apply to a lessee of investment credit property when the lessor elects 
to pass the tax credits through to the lessee.  

 The guidance has been eagerly awaited by the tax credit community. 
o Those who work with historic tax credits and renewable energy investment tax 

credits are particularly interested in the regulations because of their implications 
for transactions structured using a pass-through of tax credits to a master tenant. 

 Prior to this guidance being released, there was uncertainty as to how Section 50(d) 
imputed income should be handled by the lessee. 

 The 50(d) income issue was not addressed by the previously released Revenue 
Procedure 2014-12, which provides a safe harbor for historic tax credit developments. 

 Now that the guidance is available, developers and investors in tax credit partnerships 
can structure these investments with more confidence as to their federal income tax 
consequences. 

 Under previous guidance, a lessee of tax credit property was widely believed to be 
required to include in gross income, over time, an amount equal to 100 percent of the 
historic tax credit amount, or 50 percent of the energy investment tax credits. 

 The new temporary regulations don’t change that general understanding, but they do 
provide that: 

o This imputed Section 50(d) income does not increase basis in an investor’s 
partnership interest. 

o Similarly, Section 50(d) imputed income does not increase a partnership 
investor’s capital account. 

 The temporary regulations further state that Section 50(d) income is a partner item not a 
partnership item.  

 This is very significant because under this interpretation, you do not look to the 
partnership to allocate the 50(d) income among its partners.   

 Rather, the 50(d) income is reported by the, and I quote, the “ultimate credit claimant.”  

 Since 50(d) income is a partner level item, there is no acceleration of 50(d) income when 
a partner ceases to be a partner in the partnership that generated the tax credits. 

 However, the temporary regulations provide an optional election to accelerate the 
income inclusion by a partner outside the tax credit recapture period.  

 These regulations will apply to properties placed in service on or after Sept. 19, 2016. 

 I should also note that the IRS published a withdrawal notice of previous proposed 
rulemaking on the subject. 

 You can learn more about this guidance on my Notes from Novogradac blog, as well as 
in the September issue of the Novogradac Journal of Tax Credits. 

 We will also have an expert panel discussion on the subject at the Novogradac 2016 
Historic Tax Credit Conference, which will be in Cleveland Sept. 21-22. 

 You can register today at www.novoco.com.  

 

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

FHFA “Duty to Serve” Roundtables 

 In affordable housing news, the Federal Housing Finance Agency last week published 
summaries of roundtable meetings that it held with housing stakeholders this past 
spring. 

 The roundtable meetings addressed the FHFA’s proposed rule on Fannie Mae and 
Freddie Mac’s “duty to serve” underserved markets 

o Those underserved markets include affordable housing preservation, rural 
housing and manufactured housing. 

 The FHFA’s proposed “duty to serve” rule was released in December and the comment 
period closed in March. 

 Roundtable attendees included those who submitted comments on the proposed rule.  

 The meetings were intended to give stakeholders a chance to explain their written 
responses and to discuss each other’s comments. 

 One of the topics discussed at a few of the meetings was what role, if any, Fannie Mae 
and Freddie Mac should play in the low-income housing tax credit (LIHTC) market. 

 As most listeners will recall, Fannie and Freddie once played a significant role as LIHTC 
investors. 

 However, their participation as new investors in the program essentially ended when 
they were put under conservatorship in 2008. 

 Now, the FHFA is considering if and how Fannie and Freddie should resume their LIHTC 
investment activities. 

 There was far from consensus at the meetings. 

 Some attendees said that Fannie Mae and Freddie Mac should be allowed to re-enter 
the LIHTC investment market. 

 Some argued that if Fannie and Freddie were allowed to invest in LIHTCs, there should 
be some restrictions, such as limiting their activity to certain areas where needs are not 
currently being met by other equity investors. 

 Others recommended placing a volume cap on Fannie and Freddie’s LIHTC investment 
authority. 

 Still, others opposed the enterprises from returning to the marketplace at all. 
o They said that the LIHTC investor field is crowded enough. 
o They were concerned that Fannie Mae and Freddie Mac would compete with 

banks purchasing LIHTCs to meet Community Reinvestment Act requirements. 

 Some stakeholders argued that if Fannie and Freddie are allowed to invest in the credit, 
then they would do so even without receiving credit under its “duty to serve” 
requirement.  

 Other issues discussed at the meetings include 
o what role Fannie and Freddie could play in tax-exempt bonds for financing 

multifamily housing, 
o how “duty to serve” credit can be used to approach residential economic diversity 
o how “opportunity areas” should be defined under the proposed rule 
o and whether new construction of affordable housing should receive “duty to serve 

credit” under the requirement  to serve the affordable housing preservation 
market. 
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 FHFA staff members are developing a final rule and will consider the roundtable 
feedback and the more than 1,500 written comments submitted on the proposed rule. 

 I’d like to hear what you think. 

 What role, if any, should Fannie Mae and Freddie Mac play in the LIHTC market? 

 Please Tweet your thoughts and tag me. 

 My handle is @ Novogradac. 
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NEW MARKETS TAX CREDIT NEWS 

CIIS Data 

 In community development news, a recent data release by the CDFI Fund provided 
more evidence that CDFI Fund programs effectively bring capital into underserved 
areas. 

 The CDFI Fund last week released 12 years of data provided by nearly 800 CDFIs 
through the Community Investment Impact System, or CIIS. 

 CIIS is familiar to our listeners who participate in the new markets tax credit (NMTC) 
program, CDFI program or Native American CDFI Assistance program.  

o CIIS is where community development entities and CDFIs submit their institution-
level and transaction-level reports to the CDFI Fund. 

 This data release spans fiscal years 2003 through 2014. 

 In 2014, CDFI program participants made about 80 percent of their loans and 
investments in distressed areas. 

o That, by the way, is significantly more than the 60 percent statutory minimum. 

 Moreover, CDFI and Native American CDFI Assistance program awardees in 2014 
made about 20 percent of their loans and investments in persistent poverty counties. 

o Persistent poverty counties are those that have had 20 percent or more of their 
population living in poverty during the past 30 years. 

 In sum, CDFI Fund programs are helping bring private investment to communities that 
need it the most. 

 You can download the CIIS data release at www.cdfifund.gov.  
 
Kentucky State NMTC  

 In NMTC news, Kentucky’s popular state NMTC program has proven to be more in-
demand than ever. 

 The Kentucky NMTC program was originally authorized at $5 million. 

 The program was so highly sought after that the state legislature doubled the program’s 
allocation authority to $10 million in 2014. 

 Of that $10 million program cap, $5 million remains to be allocated. 
o The Kentucky Department of Revenue began accepting applications for the 

remaining $5 million in credits on July 15. 

 Applications submitted on that first day alone totaled the $5 million program cap. 

 The credit is allocated to eligible projects on a first-come, first-serve basis. 

 The department is still reviewing the applicants, but it’s likely the program cap will be 
maxed out soon. 

 In many ways, demand for Kentucky’s state NMTC program mirrors the demand for 
federal NMTCs and other state NMTCs.  

 Simply put: demand and need for the credits greatly outpace supply.  

 To learn about NMTC programs in your state, go to www.newmarketscredits.com.  
 

 

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

Ohio HTC Application Deadlines 

 In state historic tax credit (HTC) news, some important deadlines are coming up for the 
next allocation round in Ohio. 

 The 25 percent Ohio Historic Preservation Tax Credit program has two award rounds 
each year. 

 For the fall 2016 round, interested applicants must submit an online intent-to-apply form 
by Aug. 15. 

o That’s just less than three weeks from today. 

 Aug. 15 is also the deadline to request a pre-application meeting with the State Historic 
Preservation office, which applicants are required to do. 

 Then, applicants must submit historic documentation by Aug. 31. 
o Part 1 of that documentation is an evaluation of the building’s significance and 

contribution to the historic district. 
o Part 2 is a description of the proposed rehabilitation. 
o Again, both of these items are due Aug. 31. 

 The HTC application itself is due later, on Sept. 30. 

 Approved applications are expected to be announced by Dec. 31. 

 For application material, go to www.development.ohio.gov.  

 If you have any questions, please contact my partner Tom Boccia in our Cleveland, 
Ohio, office. 

 

  

http://www.development.ohio.gov/
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RENEWABLE ENERGY TAX CREDIT NEWS 

Annual Energy Outlook 2016 

 In renewable energy tax credit (RETC) news, a recent report by the U.S. Energy 
Information Administration projects that clean energy will see greater growth over the 
next 24 years if RETCs remain in place than it would if the credits are allowed to step 
down and expire as currently scheduled. 

 This report compares two scenarios: 
o the reference case and 
o the extended policies case. 

 The reference case describes what the energy industry would look like in the year 2040 
if current laws and regulations remain in place. 

o In this scenario, the investment tax credit (ITC) would remain at its current 30 
percent rate through 2019, after which it would gradually step down until it 
reaches 10 percent in 2022. 

o The production tax credit (PTC) declines in value annually until it expires in 2020. 

 The extended policies case extends current laws and regulations so that they won’t 
change, phase-down or sunset until the year 2040.  

o For example, the PTC will retain its full value through the year 2040. 
o For solar power, the full ITC value of 30 percent remains in effect through 2040.  

 The report projects notable differences between keeping the tax credits in place and 
letting them expire.  

 Extension of the PTC through 2040 makes wind projects more attractive throughout the 
projection. 

 For example, in the extended policies case, the share of total electricity generated from 
wind resources would more than double as compared to the reference case. 

o The share of electricity generation from wind would increase from 5 percent in 
2015 to 13 percent in the year 2040, that’s if tax credits are kept in place. 

o In contrast, the share of total electricity generated from wind resources would 
only increase to 9 percent in 2040 in the reference case.  

 The extended policies case also proves to be more beneficial, as you’d expect, to solar 
utility-scale projects.  

 Under the extended policies case, the share of total electricity generation 
from utility-scale solar photovoltaics increases from 0.5 percent in 2015 to 
8 percent in 2040, as compared to only increasing to 6.8 percent in 2040 
in the reference case. 

 Furthermore, electricity generation from solar photovoltaic in the end-use sector grows 
by an average of 10.6 percent per year from 2015 to 2040 if tax credits were extended. 

o This is greater than the 8.4 percent growth in the reference case.  

 The “Annual Energy Outlook 2016” report is being released by section and I’ll share 
updates on the rest of the report as more information becomes available.  

 In the meantime, to read what’s available of the report, go to www.eia.gov.  

 

 

http://www.eia.gov/

