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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 bonus depreciation guidance issued by the IRS last 

week through Revenue Procedure 2016-48. In the low-income housing tax credit section, he 

shares the recently released fiscal year 2017 fair market rents. Then, he talks about an 

important fair housing discrimination lawsuit that was dismissed last week, the Inclusive 

Communities Project Inc. vs. the Texas Department of Housing and Community Affairs. He also 

has news about how listeners can comment on HUD’s fair housing Local Government 

Assessment tool. In new markets tax credit news, he talks about how one new community 

development entity in the Northern Mariana Islands has the potential to bring the new markets 

tax credit to the U.S. territory for the first time. In the historic tax credit section, he discusses a 

recent historic preservation milestone that Montana recently reached. And he closes out with 

renewable energy tax credit news, where he shares projections of solar tax credit redemptions 

in Iowa. 

 

Summaries of each topic:  
 

1. General News (3:09 – 5:43) Page 2 

2. Low-Income Housing Tax Credits (5:44 – 10:56) Pages 3 – 5  

3. New Markets Tax Credits (10:57 – 12:46) Page 6 

4. Historic Tax Credits (12:47 – 14:10) Page 7 

5. Renewable Energy Tax Credits (14:11 – 15:47) 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. 

mailto:cpas@novoco.com


Summary: August 30, 2016 
 

GENERAL NEWS 

Revenue Procedure 2016-48: Bonus Depreciation 

 In general news, the IRS last week issued guidance on certain extenders under the 
Protecting Americans from Tax Hikes Act of 2015, also known as the PATH Act. 

 The guidance, Revenue Procedure 2016-48, provides transitional rule guidance for three 
items that were extended by the PATH Act:   

o (1) the deduction under Section 179(f) of up to $500,000 of specified real 
property additions;  

o (2) the extension of the placed-in-service date to qualify for the 50-percent 
additional first year depreciation deduction; and  

o (3) the election by some corporations to increase their AMT credit limitation 
under Section 53(c) if they forego the 50-percent additional first year depreciation 
deduction. 

For our listeners, the guidance of greatest possible interest relates to 50 percent bonus 
depreciation. The PATH act was signed into law in December 2015, and retroactively extended 
bonus depreciation. However, some fiscal year taxpayers had already placed property in service 
in 2015 AND filed tax returns. Thus, they neither claimed bonus depreciation for their property 
that was placed in service in 2015, nor affirmatively elected out of bonus depreciation. 

o Well, Revenue Procedure 2016-48 addresses this situation. 
o The IRS will respect the choice of taxpayers that affirmatively elected out of 

bonus depreciation on their returns for a 2014 fiscal year or 2015 short year.  
o Alternatively, taxpayers can revoke their election by complying with procedures 

that are specified in the Revenue Procedure. 
o Taxpayers that did not elect out of bonus depreciation for those years, but did not 

claim bonus depreciation may claim bonus depreciation if they file certain 
paperwork as specified in the Revenue Procedure. 

 To learn more about what the bonus depreciation rules could mean for your investments, 
contact my partner Tom Boman in our St. Louis office, or another accounting 
professional in a Novogradac office near you.  

 On a related note, I encourage you to keep eye out for my September Washington Wire 
column.  

 The article will be published this Thursday, Sept.1, and it will note key deadlines and 
specific actions the affordable housing, community development, historic preservation 
and renewable energy communities can take to maximize opportunities, minimize stress 
and beef up benefits before the end of the calendar year.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 

FY 2017 Fair Market Rents 

 In low-income housing tax credit (LIHTC) news, HUD last week announced fiscal year 
2017 fair market rents or FMRs. 

o The new FMRs are effective Oct. 1. 

 HUD announced it is not changing its methodology for calculating the FY 2017 FMR 
estimates from the methodology used to determine FY 2016 FMRs. 

 The only area for which HUD announced small area FMRs was the Dallas, Texas, HUD 
Metro FMR Area. 

 By the way, the Small Area FMR Demonstration project with five public housing agency 
participants will conclude Sept. 30. 

o However, participants may continue to set their housing choice voucher payment 
standards based on small area FMRs.  

 The public may still comment on the FMRs and request reevaluation in a jurisdiction 
before the FMRs become effective. 

 Comments are due Sept. 26. 

 If you’re interested in considering a reevaluation of FMRs in a particular jurisdiction, I 
encourage you to contact my partner, Brad Weinberg.  
 

Texas FHA Case Dismissed 

 In affordable housing news, a federal judge last Friday dismissed a housing lawsuit in 
Texas that was the basis of a major Supreme Court decision. 

 The U.S. District Court for the Northern District of Texas tossed the lawsuit by Inclusive 
Communities Project, or ICP, against the Texas Department of Housing and Community 
Affairs. 

 The lawsuit, which started in 2008, alleged that the Texas housing agency practiced 
discrimination in its allocation of LIHTCs in the Dallas metropolitan area. 

o The question of what makes something discriminatory was the focus of last 
year’s landmark suit that reached the Supreme Court. 

o ICP claimed that the state agency allocated LIHTCs in a way that packed 
minorities into poor neighborhoods and had few developments in white 
neighborhoods. 

o The lawsuit said that the agency’s policies had disparate impact, which made it 
discrimination. 

 And discrimination is illegal under the Fair Housing Act. 
o Disparate impact, as you likely know, is when a policy that appears to be neutral 

has a discriminatory effect on a protected class. 
o The discrimination doesn’t need to be intentional; the results are the only thing 

that matters when determining disparate impact. 

 Last year’s 5-4 Supreme Court ruling allowed the discrimination claim to go forward in 
ICP case. 

 It’s important to note that the Supreme Court didn’t rule on the case. 
o It just ruled that disparate impact could be used to prove discrimination. 

 Well, in Friday’s ruling, the District Court ruled that Inclusive Communities Project did not 
prove disparate impact. 

o The court therefore dismissed the case. 
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 ICP has not said whether it will appeal the case, but this outcome is heartening to many 
in the affordable housing community. 

o In this case, at least, it reveals that defendants face a significant challenge to 
prove disparate impact. 

o It appears, based on this case, that courts will set a high bar to prove the 
disparate impact discrimination. 

o In fact, Friday’s decision specifically says that ICP didn’t prove that the state had 
discriminated using what it called a quote, “specific policy,” end quote. 

o The judge who wrote the opinion said there were other factors that caused the 
disparity. 

 As I said earlier, we haven’t heard whether ICP will appeal. 

 But we’ll keep an eye on this case and update you of any further movement. 

 You can read last week’s ruling at www.taxcredithousing.com. 

 
Assessment of Fair Housing Local Government Assessment Tool 

 Speaking of fair housing, HUD last week invited comment on the Assessment of Fair 
Housing Local Government Assessment Tool. 

 This tool is used by local governments to conduct assessments of fair housing, which is 
an aspect of accepting funding from the 

o Community Development Block Grant program, 
o HOME Investment Partnerships program, 
o Emergency Solutions Grants or  
o Housing Opportunities for Persons with AIDS program.  

 HUD requested comments on the tool back in March. 

 This latest notice completes the public comment process. 

 After HUD considers comments submitted in response to this latest notice, HUD will 
seek a three-year renewal of approval to use the assessment tool.  

 I should note that one of the topics brought up during the previous comment period was 
whether HUD should distinguish between 9 percent and 4 percent LIHTCs in the data 
provided, including in maps of development locations. 

 HUD said that it would consider options for providing distinguishing data in the future. 

 HUD acknowledged the different policy considerations, particularly when using 4 percent 
tax credits to rehabilitate and preserve existing affordable housing. 

 Comments are due Sept. 22. 

 On a side note, if you have any questions about Affirmatively Furthering Fair Housing, 
please contact my colleague Mark Shelburne. 

  

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

 In community development news, the Northern Mariana Islands now has a locally-based 
community development entity eligible to receive an allocation of new markets tax 
credits (NMTCs) to benefit the commonwealth. 

o Civic Integrity Inc. says it’s the first CDE based in the islands, which are home to 
more than 50,000 people. 

 Now, the CDE must still be awarded allocation authority from the CDFI Fund before it 
can make any investments of NMTCs. 

o But this is a step in the right direction. 

 The NMTC has been used in all 50 states, Washington, D.C., Guam and Puerto Rico, 
but never in the Northern Marianas Islands. 

o Civic Integrity is focused on receiving NMTCs and specifically allocating them in 
the Northern Mariana Islands. 

o Civic Integrity was certified as a community development entity (CDE) by the 
CDFI Fund late last year. 

 With the record $7 billion NMTC allocation coming before the end of this year, the CDE 
is obviously hopeful to do business. 

 Northern Marianas laws include a provision that restricts the ownership of land to people 
of Northern Marianas descent, which has led to some difficulties with financing. 

o The hope is that the use of the NMTC program will encourage more business 
development on the 15 islands in the northwestern Pacific Ocean. 

 The Northern Mariana Islands are also one of two U.S. territories with commonwealth 
status. 

o The other, of course, is Puerto Rico. 

 You can learn more about investing in underserved areas at our next NMTC conference 
in New Orleans, Oct. 20-22. 

o We have a panel that’s going to explore how CDEs and investors have used the 
NMTC in underserved areas, such as Puerto Rico, Guam and other territories. 

 You can register at www.novoco.com.  

 

  

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

Montana HTC Milestone 

 In historic rehabilitation tax credit (HTC) news, the HTC has reached a milestone in 
Montana. 

 The Montana Historical Society announced there has been $70 million in private 
investment in historic properties in that state thanks to the federal and state HTCs. 

o The Montana Historical Society’s state historic preservation office administers 
both the federal and state HTC programs. 

o Of course, the federal program is also administered by the National Park Service. 

 The first properties in Montana to be approved for the federal HTC program were in 
1990. 

o The state credit began in 2002. 

 The Montana state credit is 25 percent of the amount an owner claims under the federal 
program. 

 State historic preservation officer Mark Baumler pointed out that it was appropriate for 
his state to reach the milestone in 2016, which is the 50th anniversary of the National 
Historic Preservation Act of 1966. 

o That was the legislation that created the National Register of Historic Places. 

 The success of HTCs in Montana – both in investments and in buildings preserved –is a 
reminder of the effectiveness of the program. 

o And it again shows how a state program can work hand-in-hand with the federal 
program to provide incentive for even more development. 
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RENEWABLE ENERGY TAX CREDIT NEWS 

Iowa State Solar Tax Credit Redemptions 

 In renewable energy tax credit (RETC) news, a recent report projects that redemptions 
for the Iowa State Solar Energy System Tax Credit will jump by more than 50 percent in 
2016 as compared to the previous year. 

 The findings come from the state’s Legislative Services Agency (LSA). 

 The LSA found that redemptions for the state solar credit in fiscal year 2013 totaled 
nearly $350,000.  

 In 2014, they nearly tripled to more than $950,000.  

 And in 2015, redemptions for the credit jumped to more than $2.3 million. 

 For 2016, redemptions are expected to total more than $3.5 million. 

 Redemptions are projected to increase steadily year-over-year until they reach nearly 
$4.3 million in fiscal year 2020.  

 One reason for the projected increases? 

 The state credit is, in a sense, “tied” to the existence of the federal investment tax credit 
or ITC. 

 The state credit does not have a sunset date, but the amount is set at 50 percent of the 
federal ITC. 

 In other words, once the federal credit steps down, so too will the Iowa state credit. 

 As you’ll recall, the federal credit was set to step down to 10 percent at the end of 2016, 
but it was extended last year through 2020. 

 Hence, these projections highlight how important extension of the 30 percent federal 
credit is. 

 To learn more about RETC programs in your state, contact my partner Stephen Tracy in 

our San Francisco office or Tony Grappone in our Boston office. 
 

 

 

 


