
Summary: September 2, 2014 
 

In this week’s episode of the Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, 

mentions the return of the House and Senate, as well as a speech from Treasury Secretary 

Jacob Lew about tax reform. In new markets tax credit news, he provides information on the 

2014 NMTC application guidance and  Sen. Wyden’s support of the NMTC program, as well as 

a California new markets tax credit bill. In low-income housing tax credit news, he explores the 

National Low Income Housing Coalition’s report, “Housing Spotlight: The Affordable rental 

Housing Gap Persists.” In historic tax credit news, he reviews the Historic Tax Credit Coalition’s 

letter to the Internal Revenue Service regarding Section 50(d) of the Internal Revenue Code, 

reports on Connecticut’s revision of its historic tax credit program and discusses the possible 

creation of a California historic tax credit program. 

 
 
Summaries of each topic:  

1. General News (2:06 – 3:20) Page 2 

2. New Markets Tax Credits (3:21 – 7:50) Page 3-4 

3. Low-Income Housing Tax Credits (7:51 – 9:20) Page 5 

4. Historic Tax Credits (9:21 – 13:35) Pages 6-7 

 
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, 2014. 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 
 

Tax Reform  
• In general news, there’re still a few more days before the House and Senate return from 

their district and state work periods.  
• When they do return next week, the number one legislative goal will be to fund the federal 

government past the Sept. 30 fiscal year-end. 
• Senator Reid has already announced that Senators can expect to work weekends during 

September in order to accomplish Senator Reid’s legislative goals.  
• It’s also expected, though, that Senators will leave DC by the end of September in order to 

focus November re-election efforts.  
• Now while in DC, it is possible that there may be significant discussions about tax reform. 

o However, such discussions would likely revolve around the controversial 
corporate tax strategy known as “tax inversions.” 

o And any legislative action arising out of such discussions are unlikely to occur 
until a lame duck session, at the earliest.  

• Now all of that said, it was announced last week that Treasury Secretary Jacob Lew would 
give a speech Monday, Sept. 8 addressing tax reform and corporate inversions.  

• I’ll bring you any relevant information about that speech in next week’s podcast.  
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NEW MARKETS TAX CREDIT NEWS 
 

2014 NMTC Application Guidance 
• In new markets tax credit (NMTC) news, I have more information about the 2014 allocation 

round for the NMTC program. 
• The Community Development Financial Institutions Fund, or CDFI Fund, Friday released 

supplemental guidance for applicants. 
• The CDFI Fund updated its application frequently asked questions document.  
• The document added information about  

o Financing operating businesses,  
o Acceptable baselines of activities,  
o Innovative activities, 
o Promise Zones and  
o Other topics. 

• The NMTC program team addressed questions that came up during the two application 
conference calls that the CDFI Fund hosted Aug.12 and 14  

• As well as questions submitted to the help desk. 
• The CDFI Fund added these 11 questions to the beginning of its NMTC Program 2014 

Application FAQs. 
• You can access that document, and other documents related to the 2014 allocation round, 

via the NMTC Resource Center.  
• That can be found at www.newmarketscredits.com.  
• If you have any questions for the CDFI Fund, you can submit them until Sept. 29 at 5 p.m. 

Eastern time. 
• Brad Elphick in our Atlanta office can also help you with any questions that you might have 

about your application.  
• He can be reached at 678-867-2333. 

 
Sen. Wyden Supports NMTC Program 
• In other NMTC news, Senate Finance Committee chairman Ron Wyden has once again 

shown his support for the NMTC program.  
o This time he did so by visiting Albina Head Start in Portland, Ore., which recently 

received an $18 million NMTC investment.  
• This investment came from a partnership between:  

o United Fund Advisors, 
o Business Oregon, 
o U.S. Bancorp Community Development Corporation, 
o and Wells Fargo Community Investment Holdings.  

• The investment consists of $10 million in federal NMTC allocation and $8 million in state 
NMTC allocation.  

• The group provides development and education services to children.  
• Receiving this financing will enable Albina Head Start to lower its debt burden and expand 

its services to more low-income families. 
• Albina Head Start’s services include:  

o aid in navigating county social service systems;  
o free preventative dental care for children and pregnant mothers;  

http://www.newmarketscredits.com/
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o an in-house health team that incorporates high school and college students 
working toward degrees in related fields; 

o a fresh food partnership with a local catering vendor for healthier school meals; 
and  

o a Mandarin Chinese immersion program.  
• Sen. Wyden said in the press release that this investment will allow the group to continue 

to have a direct impact on the Portland community by creating healthier kids, better 
readers and fewer high school dropouts.  

o Sen. Wyden called this program a perfect fit for the NMTC.  
• The NMTC investment will enable Albina Head Start to refinance five of its existing Head 

Start and Early Head Start program properties in Portland. 
• The five properties serve 367 students that range from birth to 5 years old.  
• As many of you are aware, Sen. Wyden is working to renew the NMTC program, which 

expired at the beginning of this year.  
o As chairman of the Senate Finance Committee, he helped pass a two-year 

extension of the credit as part of a bipartisan bill. 
o Sen. Wyden is now working to get the bill through the full Senate.  

• To learn more about the NMTC program, go to www.newmarketscredits.com.   
• And if you have more specific questions, feel free to reach out to Peter Lawrence in our 

Washington, D.C. office. 
 

Proposed California NMTC  
• In brief California NMTC news, the California State Assembly has approved A.B. 1399 that 

would create a $100 million California NMTC.  
• The bill passed by a vote of 74 to 2, with 3 members not voting.  
• A.B. 1399 is now on its way to the Governor’s desk. 
• In case you’re wondering about credit percentage rates, credit percentage rates would be: 

o 0 percent with respect to the first two "credit allowance dates;" 
o 7 percent with respect to the third "credit allowance date;" and, 
o 8 percent with respect to the remainder of the "credit allowance dates." 

• We will keep you posted as we learn more about the likelihood of Governor Brown signing 
the bill. 

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

Report: 7.1 million Unit Shortage of Affordable Housing for Extremely Low-Income 
Households   
• In low-income housing tax credit (LIHTC) news, the National Low Income Housing 

Coalition, or NLIHC, released a report last month detailing the huge shortage of affordable 
housing units available to extremely low-income households. 

• The information was included in NLIHC’s Housing Spotlight.  
• The Housing Spotlight is an occasional research brief that focuses on housing issues.  
• This issue focused on the availability of affordable rental housing.  
• Here are some of the key findings: 
• First, demand for rental housing units has grown through 2012. 

o The supply of affordable units, though, has remained the same. 
o This results in a shortage of 7.1 million affordable rental units available to 

extremely low-income households. 
o This includes units available to households earning 15 percent or less of the area 

median income. 
• Now this is the first time that the report specifically looked at this “deeply low-income” 

category.  
• It found that 90 percent of deeply low income households, along with 75 percent of 

extremely low-income renter households, spend more than half of their income on rent and 
utilities. 

• The report underscores the lack of affordable housing for those who need it the most. 
• You can find a copy of “Housing Spotlight: The Affordable Rental Housing Gap Persists” at 

www.taxcredithousing.com. 
• If you have any questions, please contact my partner Stacey Stewart in our Dover, Ohio 

office at 330-365-5400. 
  

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

Historic Tax Credit Coalition Requests Section 50(d) Guidance 
• In historic tax credit (HTC) news, I have an update on a topic we discussed last month. 
• In the Aug. 12, Tax Credit Tuesday, I mentioned that the Historic Tax Credit Coalition was 

planning to request guidance from the IRS on how to treat master tenant income in a 
pass-through structure under Section 50(d) of the Internal Revenue Code. 

• Well, the coalition has officially released the letter that they sent to the IRS. 
• The letter specifically asked the IRS to confirm four points: 

o First, that the lessee is required to report income in the amount of 50 percent of 
the HTC ratably over the applicable depreciation recovery period. 

o Second, Section 50(d) income is an item of partnership income or gain. 
 And, as such, it increases a partner’s outside basis and may be allocated to 

a partner in the same way as other significant items of partnership income 
and gain. 

o Third, the investor’s distributive share of Section 50(d) income may be reduced 
pursuant to Section 4.02(2) of the Safe Harbor guidance so long as its shared 
other income and gain is correspondingly reduced. 

o Finally, if partnership interest is sold or liquidated, the transferor’s allocable share 
of unrealized Section 50(d) income is not accelerated.  
 Furthermore, the remaining partners will succeed to the transferor’s share 

of unrealized income. 
• The coalition, of which I’m a member, feels that if the IRS issues more explicit guidance, 

then investors will no longer have to wonder how to treat Section 50(d) income or worry 
that they could fail the safe harbor test. 

• You can find a copy of the letter online at www.historictaxcredits.com.  
• If you have any questions, I encourage you to contact my partner Greg Clements in our 

Dover, Ohio office at 330-365-5400. 
• I’d also like to remind everyone that we will have a panel of experts discussing the Section 

50(d) issue and other relevant topics at our Novogradac HTC Conference in Chicago this 
month. 

• The conference will be held Sept. 18 and 19 at the Drake Hotel. 
• There’s still time to register at www.novoco.com/events.  

 
Connecticut’s Revised HTC Program  
• In state HTC news, I have an update from Connecticut. 
• Connecticut’s 2015 state budget bill has made changes to the state’s HTC programs. 

o Last year, the state had two HTC programs. 
 The Historic Preservation Tax Credit and  
 The Historic Structures Rehabilitation Tax Credit program. 

• Now, the state has a single State Historic Rehabilitation Tax Credit.  
• The credit is equal to 25 percent of qualified rehabilitation expenditures for a variety of 

structures. 
• This includes: 

o residential use of five or more units,  
o mixed residential and nonresidential use, and  
o nonresidential use consistent with the historic character of such property or the 

district in which such property is located. 

http://www.historictaxcredits.com/
http://www.novoco.com/events
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• However, the credit can go up to 30 percent if the development includes an affordable 
housing component. 

• The credit can be carried forward five years.  
• It has an annual cap of $31.7 million.    

o Individual transactions are capped at $4.5 million. 
• Tax credits can be assigned, transferred or conveyed, in whole or in part, to others up to 

three times.  
• Finally, the state tax credit can be combined with the 20 percent federal historic 

preservation tax credit.  
• To learn more about Connecticut’s Historic Rehabilitation Tax Credit or any other state 

HTC program, go to www.historictaxcredits.com.  
• There you will find our state HTC page.  
• It provides summaries of every state’s HTC program, as well as links to the agencies that 

administer the credits. 
• For additional information, contact my partner Charlie Rhuda in our Boston office. 

 
Proposed California HTC 

• In California news, A.B. 1999 is a bill to create a California State HTC. 
• It passed the California legislature last week.  
• The bill now moves to Governor Brown’s desk for final approval. 
• The bill would create an annual $50 million allocated credit with a maximum credit 

rate of 25 percent of qualified rehabilitation expenditures. 
• We will keep you informed as we learn the status of Governor Brown’s view of the 

bill. 

 

http://www.historictaxcredits.com/
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