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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, begins with an update 

on what the IRS included in its 2015-2016 Priority Guidance Plan. In the low-income housing tax 

credit segment, he discusses a recent report on how housing finance agencies are faring with a 

shift in multifamily subsidy types. Then, he talks about the proposed selection process for the 

third and final round of the Promise Zones Initiative. In the same section, he shares an 

opportunity to learn about low-income housing tax credit compliance rules and strategies. In 

new markets tax credit news, he shares the monthly Qualified Equity Investment Issuance or 

QEI report update. In the historic tax credit section, he discusses the latest meeting of the 

Advisory Council on Historic Preservation. In the renewable energy tax credit section, he talks 

about the amount of wind energy generation capacity installed during the second quarter of this 

year and how renewable energy tax credits helped fuel that growth. 

 
 
Summaries of each topic:  
 

1. General News (2:03 – 5:31) Pages 2 - 3 

2. Low-Income Housing Tax Credits (5:32 – 12:00) Pages 4 - 6 

3. New Markets Tax Credits (12:01 – 12:57) Page 7 

4. Historic Tax Credits (12:58 – 14:25) Page 8 

5. Renewable Energy Tax Credits (14:26 – 16:08) Page  9 

 

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, 2015. 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 

IRS 2015-2016 Priority Guidance Plan 

 In general news, the Internal Revenue Service (IRS) last week released both its 2015-
2016 Priority Guidance Plan, as well as its fourth quarter update to the 2014-2015 plan. 

 Now I should note although the plan represents projects that the IRS intends to work on, it 
does not include any specific deadlines, nor does it mean it will issue the plan guidance by 
the end of the plan year. 

 The plan year ends on June 30. 

 Obviously the goal is to try to issue the guidance by the end of the plan year. 

 Through this plan year, the IRS plans to address 277 projects. 
o That’s 40 projects fewer than the original version of last year’s plan.  
o This reduction is most likely due to reduced resources.  

 The IRS said that some items that were removed may be considered for inclusion in a 
future plan.  

 I should also note the previous update of the priority guidance plan was on April 28.  

 Now compared to that version, Treasury has removed a few tax credit-related priorities.  
o First of all, it removed the proposal to update Rev. Proc. 2007-54, which provides 

low-income housing tax credit relief in the case of a presidentially declared 
disaster area. 

o That’s because the IRS issued guidance on LIHTC relief on in the case of a 
presidentially declared disaster area and notices for guidance 2014-49 and 2014-
50. 

o As such, further guidance is no longer deemed necessary. 
o Second, the IRS removed a provision that was to provide guidance concerning 

the 10-year rule exception under Section 42(d)(6) for any federally or state-
assisted building. 

o As such, that means we shouldn’t be expecting any guidance on this issue any 
time soon. 

o And third, it no longer lists a priority to issue guidance regarding the beginning of 
construction of a wind production tax credit facility, as modified by the American 
Taxpayer Relief Act of 2012.  

o Now that’s because the IRS has already issued additional guidance in IRS Notice 
2014-46.  
 That guidance was released in August of 2014, and as such, additional 

guidance wasn’t deemed necessary. 

 Another change was that Treasury added a priority item to provide a revised effective date 
of the performance and quality standards for certain small wind energy property under the 
Section 48 investment tax credit. 

 The IRS issued the priority guidance plan after collecting input from taxpayers, tax 
practitioners and industry groups earlier this year. 

 And the IRS has invited the public to continue providing comments and suggestions 
throughout the plan year.  

 If you have any suggestions or comments, you can send them to the LIHTC Working 
Group, the NMTC Working Group or the Renewable Energy Working Group.  

 Each of these groups has submitted comments to the IRS in the past on the priority 
guidance plan and will submit comments in the future. 
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 The working groups meet regularly to discuss and provide input on action items that affect 
each industry. 

 And the groups also consider input from non-members. 

 To find out more, just go to www.novoco.com.   

 By the way, you can also find a copy of the 2015-2016 Priority Guidance Plan at 
www.taxcredithousing.com.  

  

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

Report: HFAs Prepared for Multifamily Subsidy Type Shifts 

 In low-income housing tax credit (LIHTC) news, I’d like to discuss a recent report released 
by Moody’s Investors Service that discusses how housing finance agencies, or HFAs, are 
withstanding a recent shift in multifamily subsidies.  

o The nature of subsidies supporting the multifamily portfolios of state HFAs has 
gradually shifted over the past 15 years.  

 Developments supported by Section 8 rental subsidies are often replaced by those 
financed with LIHTC equity and/or low interest loans.  

 According to the report, Section 8 rental subsidies provide developments more revenue 
stability. 

o This gives them more favorable treatment in the credit analysis than LIHTC 
equity and/or low-interest loans, which can have more volatile revenue streams.  

 According to the report, HFAs are well prepared to manage their portfolio's increased 
revenue volatility due to three main things: 

o healthy program financial positions,  
o solid underwriting and  
o strong asset management. 

 Other forms of support, such as LIHTC equity, Section 236 subsidies or low-interest rate 
loans serve to reduce debt service costs, either through subsidizing the interest rate or 
replacing debt with equity. 

 Furthermore, Moody’s said that rent restrictions associated with LIHTC and Section 236 
programs can significantly reduce a development’s revenue-raising flexibility.  

 Under the LIHTC program as you know, maximum allowable rents for a development are 
based on a tenant paying no more than 30 percent of their income for rent.  

o It’s adjusted based upon unit size, but the general concept is tenants pay no 
more than 30 percent of their income for rent. 

 These restrictions prevent the owner from raising rents in order to improve cash flow and 
maintain strong debt service coverage.   

 While rent restrictions also apply to Section 8 projects, the rental subsidy helps to mitigate 
concerns about cash flow. 

o In sum, according to Moody’s, the shift in subsidy types has not negatively 
affected HFA portfolio performance. That’s largely because of strong asset 
management, solid loan underwriting and strong multifamily market performance. 

 The report is called “HFAs Prepared to Withstand Shift in Multifamily Subsidy Types.” 

 You can find a copy of it at www.taxcredithousing.com.  
 
Promise Zones Initiative Proposed Selection Process 

 In other news, the U.S. Department of Housing and Urban Development (HUD) is getting 
ready to kick off the third round of its Promise Zones Initiative. 

 And it’s asking for your input.  

 As you know, the Promise Zones Initiative is a program to revitalize low-income 
communities. 

  The goal is to transform high-poverty communities across the country through  
o creating jobs,  
o increasing economic security,  

http://www.taxcredithousing.com/
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o expanding educational opportunities,  
o increasing access to quality affordable housing and  
o improving public safety. 

 However, Promise Zones do not receive grant funding. 
o Instead, federal agencies team up with local leaders to provide community 

development expertise and help with navigating federal programs. 
 Programs such as the new markets tax credit and the LIHTC. 

 President Obama announced the first five Promise Zones in January 2014. 

 Then, in April of this year, the president announced eight more Promise Zones under the 
second round of the program.  

 The third and final round of designations is currently in the planning stage of its selection 
process. 

o Announcement of the designees is expected in spring of 2016.  

 For round three, HUD said it intends to designate five urban communities and the U.S. 
Department of Agriculture (USDA) intends to designate one rural and one tribal 
community.  

 If all goes according to plan, the third round of selections will bring the total number of 
Promise Zone designations to 20.  

o Promise Zones, as you know, are selected through a competitive application 
process.  

o The selection process under consideration is that any community meeting the 
community eligibility criteria set forth in the Third Round Application Guide would 
be eligible to apply for a Promise Zone designation.  

o A Promise Zone applicant must meet certain criteria: 
 One, it must have one contiguous boundary and cannot include separate 

geographic areas.  
 Two, the overall poverty rate or extremely low-income rate, whichever is 

greater, must be at or above 32.5 percent.  
 Three, the population must be 10,000 to 200,000 residents. 
 And four, the Promise Zone application must affirmatively demonstrate 

support from all mayors or chief executives of any geographical area within 
the proposed Promise Zone boundary.   

 In other words, the applicant needs to show that they have the 
unanimous support of their local leaders.  

 As I said, HUD is soliciting public comments on the program’s proposed selection process, 
criteria and submissions. 

o Comments are due to HUD by Sept. 28.  

 To learn more, go to www.hudresourcecenter.com.  
 

General LIHTC Compliance Rules Webinar 

 Before we move on to our next section, I’d like to invite listeners to sign up for the 
Novogradac General LIHTC Compliance Rules Webinar that we’re hosting next week. 

 The webinar will be led by Wayne Michael, our director of external education. 

 He’ll address several of the rules and concepts surrounding LIHTC compliance. 

 Some of the topics that will be covered include: 
o the compliance period vs. the extended use period, 
o applicable fraction vs. minimum set-aside, 
o and issues around transferring tenants. 

http://www.hudresourcecenter.com/
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 It’ll be a great source of information for LIHTC property owners, asset managers, onsite 
managers and anyone else interested in making sure that a property generates the full 
amount of credits it was awarded. 

 As I mentioned, the webinar will be next week, more specifically, Wednesday, Aug. 12 
from 1 to 3 p.m. Eastern Time. 

 You can sign up until 5 p.m. Eastern Time the day before.  

 So you need to sign up by Tuesday, Aug. 11, 5 p.m. Eastern Time. 

 Just go to www.novoco.com/webinars.  

 

 

  

http://www.novoco.com/webinars
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NEW MARKETS TAX CREDIT NEWS 

QEI Issuance Report 

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

 This is a monthly feature of the Tax Credit Tuesday podcast, as regular listeners know. 

 Among other things, the QEI report identifies: 
o the total dollar amount finalized by NMTC allocatees and 
o and the amount remaining to be issued. 

 According to this month’s report, nearly $38.9 billion of allocation authority has been 
issued to investors since the inception of the program. 

 As of July 31, the amount of NMTC allocation authority still available was about $4.6 
billion. 

 The latest QEI Issuance Report is available at www.newmarketscredits.com. 

 If you have any questions about your investments, please contact my partner Brad Elphick 
in our Atlanta metro office at 678-867-2333.  

  

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

ACHP Meeting 

 In historic tax credit (HTC) news, the Advisory Council on Historic Preservation (ACHP) 
met on July 15th in Washington and adopted a plan to encourage full funding of the 
Historic Preservation Fund. 

o That fund provides awards to states, tribes, local governments and nonprofits to 
help preserve irreplaceable resources and places. 

o Most of the places involved in these awards are also eligible for HTCs. 
o Both the Historic Preservation Fund and the federal HTCs are administered by 

the National Park Service. 

 The council adopted an action plan on how to encourage and support federal agencies in 
assisting state and tribal historic preservation offices to carry out their historic preservation 
activities. 

 One of the key elements is the full funding of the Historic Preservation Fund, including a 
motion in support of the National Historic Preservation Amendments Act of 2015, which is 
pending in Congress. 

o That bill would reauthorize the Historic Preservation Fund through the year 2025. 
o The Fund is currently scheduled to expire at the end of this year. 
o The legislation was introduced by Rep. Michael Turner, a Republican from Ohio, 

and was assigned to the House Committee on Natural Resources. 
o There are eight Democrats and eight Republicans who are co-sponsors. 

 If you have questions about the HTC, please call my partner Frank Buss in our Dover, 
Ohio, office at 330-465-5400. 
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RENEWABLE ENERGY TAX CREDIT NEWS 

AWEA Report 

 In renewable energy tax credit (RETC) news, the American Wind Energy Association 
(AWEA) reported that more than 1,600 megawatts of newly installed wind turbines came 
online during the second quarter of this year. 

o The AWEA says that more than 13,600 megawatts of turbines are under 
construction. 

 Supporters highlight the role of the federal production tax credit (PTC), which the Senate 
Finance Committee included in its tax extenders package in July. 

o That credit, which can also be taken as an investment tax credit (ITC), is the 
primary federal tax incentive for wind energy. 

o It has led to more than $100 billion in private investment in the U.S. since 2008. 
o The full Congress is expected to take up the tax extender legislation in 

September or later, but hopefully, and we expect, before the end of the year. 

 The AWEA report showed that nearly 2,000 megawatts of wind turbines were installed 
during the first six months of 2015. 

o That’s double what was installed in the first half of last year, but it’s well below 
the record pace set in 2012. 

 The report indicates that more than 100 wind projects are under construction in 24 states.  
o They represent more than 13,600 megawatts of wind capacity and $20 billion in 

private investment. 

 Hannah Hunt, a research analyst for AWEA, said it was the strongest second quarter ever 
for wind. 

o But she added that uncertainty around the federal tax credit could harm the 
industry. 

 For more information on RETCs, contact my partner Stephen Tracy in our San Francisco 
office at 415-356-8000. 

 


