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

general section, which will include key dates for Congress as the fiscal and calendar years draw 

to a close. He talks about what deadlines lawmakers need to meet in order to avoid a 

government shutdown and expiration of certain tax credits. In the low-income housing tax credit 

section, he shares a recent audit report on Virginia’s administration of its Section 1602 program, 

cash grants in lieu of the low-income housing tax credit. He also highlights a few case studies 

released by the Urban Institute that show why preserving affordable housing is critical to the 

well-being of communities. In new markets tax credit news, he discusses a guest column that 

Rep. Pat Tiberi wrote on the importance of making the new markets tax credit a permanent part 

of the tax code. He also shares the latest NMTC Qualified Equity Investment Issuance Report. 

In the historic tax credit section, he gives an update on two states that are considering the future 

of their state historic tax credit programs as they keep in mind budget concerns. And, he closes 

out with renewable energy tax credit news, where he talks about a letter sent by a conservative 

coalition that opposes the extension of the investment tax credit for certain technologies. 

 

 

Summaries of each topic:  
 

1. General News (2:36 – 4:54) Page 2 

2. Low-Income Housing Tax Credits (4:55 – 9:02) Pages 3 – 4  

3. New Markets Tax Credits (9:03 – 11:38) Page 5 

4. Historic Tax Credits (11:39 – 16:34) Pages 6 – 7   

5. Renewable Energy Tax Credits (16:35 – 19:04) 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 Timeline 

 In general news, Congress is back in session today, for the first time since July 15. 

 I’d like to highlight a few key dates that Congress members will need to keep an eye on 
before the end of the year. 

 The first date is Sept. 30, just more than three weeks away. 

 As you know, Sept. 30 is the end of the 2016 fiscal year. 

 That’s the date by which Congress needs to act to keep the government funded. 

 If Congress fails to authorize appropriations for fiscal year 2017 or fails to pass a 
continuing resolution, then the government will face a shutdown Oct. 1. 

 By the way, the House is scheduled to go on recess Sept. 30 for the general election. 

 The Senate is scheduled to go on its recess Oct. 7, but may bump it up to an earlier 
date. 

 As you also know, Nov. 8 is Election Day. 

 Nov. 14 is the day when the House and Senate are scheduled to return for a possible 
lame duck session. 

 After that, Congress is scheduled to be in recess for Thanksgiving starting Nov. 17 and 
18 and won’t return until Nov. 28 and 29. 

 That leaves Congress about two more weeks in session until the target adjournment 
date for the 114th Congress, which is Dec. 16. 

 There is another key date: Dec. 31. 
o That’s when the investment tax credit for certain renewable energy technologies 

will expire. 
o Those so-called “orphaned” technologies were left out of last year’s extenders 

legislation. 
o Other expiring extenders include the Section 45L new energy efficient home 

credit and Section 179D energy efficiency deduction.  
o I’ll also have more on those orphaned technologies later in this podcast. 
o And also, my column in the September issue of the Novogradac Journal of Tax 

Credits contains several other significant dates for those involved in the tax credit 
community. 

o You can get more information on the magazine at www.novoco.com. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 

Virginia Section 1602 Report 

 In affordable housing news, an audit by the Department of the Treasury’s Office of 
Inspector General says that Virginia’s state housing credit agency generally complied 
with the terms of the Section 1602 cash grant program. 

 As you know, Section 1602 was part of the American Recovery and Reinvestment Act in 
2009. 

o The program allowed states to exchange a portion of their low-income housing 
tax credits (LIHTCs) for Section 1602 cash funds during the Great Recession. 

o Part of the legislation required the Office of Inspector General to review how 
states comply with the program’s eligibility and compliance requirements. 

 Well, the review of the Virginia Housing Development Authority found that it met the 
requirements for both receiving and sub-awarding its $112 million in Section 1602 
program funds. 

o The review also found that the agency established a process for monitoring the 
long-term viability of properties developed under the program. 

 There were 30 developments that included nearly 3,000 apartments funded through the 
Section 1602 cash grant program. 

 As more audits of state credit agencies are completed, we see more of a complete 
picture of the Section 1602 program. 

o It’s encouraging to see how well states followed the requirements of the program 
to help affordable housing during a difficult financial period in America. 

 You can read the Office of Inspector General’s report on Virginia at 
www.taxcredithousing.com.  

Preservation Working Group Case Studies 

 In other news, some new case studies released by the Urban Institute highlight the 
importance of preserving affordable housing. 

 Preserving existing affordable housing is critical for closing the gap between supply and 
demand for decent, safe, and affordable housing. 

 Urban Institute said that debates around affordable housing tend to be dominated by 
new construction, but preservation offers several benefits: 

o it costs about one-half to two-thirds as much as new construction,  
o it prevents displacement and  
o it takes advantage of existing land-use patterns. 

 Urban Institute examined six developments from around the country where developers 
successfully navigated complex policy and financing environments to preserve 
affordable housing. 

 The six case studies reflect varied housing market types, policy contexts and 
development types. 

 The developments span coast-to-coast, from Oregon to Washington, D.C. 

 Obviously, one subsidy that has proven to be very effective in preserving affordable 
housing has been the LIHTC.  

 In recent years, the LIHTC has supported about 76,000 affordable units annually, with 
approximately half going to rehabilitation of existing developments, according to the 
Urban Institute.  

http://www.taxcredithousing.com/
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o However, because LIHTC subsidies are targeted to families earning 50 or 60 
percent of the area median income, additional subsidies are required to support 
families with the lowest incomes.  

 One challenge Urban Institute highlights is that creating affordable housing is an ongoing 
process, which takes more than upfront funding to get a development under 
construction.  

 For example, rent restrictions expire on LIHTC units. 

 LIHTC units make up 60 percent of the roughly 2.2 million privately owned, publicly 
subsidized units with contracts or rent restrictions that will expire between 2015 and 
2025. 

o As such, it is important to have partners that are interested in preserving 
developments as affordable long past the compliance period. 

 While these cases are diverse, they present a number of important general lessons in 
affordable housing preservation. 

 As with new construction, the Urban Institute said developers need to  
o weave together federal, state and local funding sources;  
o they also need to employ state and municipal policy tools;  
o and collaborate with stakeholders. 

 If you want to read the case studies, go to www.urban.org.  
 

 

 

  

http://apps.urban.org/features/cost-of-affordable-housing/
http://www.urban.org/
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NEW MARKETS TAX CREDIT NEWS 

Rep. Pat Tiberi on NMTC Program 

 In new markets tax credit (NMTC) news, Rep. Pat Tiberi wrote a guest column last 
week for the news website Cleveland.com. 

 Regular listeners know that Rep. Tiberi is a longtime supporter of the NMTC program, 
as well as the low-income tax credit.  

 So it’s not surprising that in the column he said that the NMTC has been extremely 
effective in his state of Ohio and that he would like to see that success continue 
nationwide.  

 Between 2003 and 2013, Ohio has received more than $1.8 billion in NMTC 
investments. 

o These investments leveraged an additional $1.8 billion from other sources, 
totaling $3.6 billion in project investments.  

o The investments benefited 358 businesses and created nearly 43,000 
construction and full-time jobs. 

 In the column, Rep. Tiberi mentions a number of individual developments that have 
benefitted from the NMTC program.  

 By many measures, the NMTC program has been enormously successful.  

 However, the program is not yet a permanent part of our tax code.  
o In December, the latest extension of the NMTC program authorized it through 

the year 2019. 
o While this was a major success, NMTC advocates, like Rep. Tiberi, continue to 

work toward program permanency.  

 Rep. Tiberi said because the program isn’t permanent, it creates uncertainty for 
communities looking for a path to economic recovery and stability.   

 To address this uncertainty, Rep. Tiberi introduced a bill in February 2015 to 
permanently extend the NMTC, among other things.  

o The New Markets Tax Credit Extension Act of 2015 (H.R. 855) has garnered a 
lot of bipartisan support. 

o There are 65 cosponsors.  

 To learn more about the NMTC program, go to www.newmarketscredits.com.  
 
QEI Issuance Report 

 Speaking of NMTCs, the CDFI Fund on Friday released its latest qualified equity 
investment issuance report, or QEI report. 

 The QEI report identifies 
o how much investment NMTC allocatees finalized and 
o the amount remaining to be issued. 

 The latest report said that about $41.6 million of QEIs were finalized since the Aug. 10 
QEI report. 

 You can find the QEI issuance report at www.novoco.com.  
 

 

  

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

Alabama, Virginia HTCs 

 In historic tax credit (HTC) news, two state legislatures have been making headlines as 
they consider the future of their states’ HTC programs. 

 The first: the state of Alabama. 

 As we’ve mentioned in previous podcasts, Alabama allowed its very successful state 
HTC program to expire in May. 

 A report conducted by Novogradac & Company in January found that the Alabama 
program had a return of $3.90 for every dollar invested. 

o In other words, the program more than pays for itself. 

 A bill to extend Alabama’s HTC program for seven years received tremendous support 
from lawmakers earlier this year. 

o In fact, the House passed the bill by a 91-4 vote. 

 However, Senate President Pro Tem Del Marsh would not allow the extension bill to 
come up for a vote in the Senate during the regular session. 

 At the time, Marsh said he was concerned about how the bill would affect the state 
budget. 

 There is now potential light at the end of the tunnel. 

 Marsh last week said an upcoming study of the program will play a big role in the HTC’s 
future. 

o Marsh did not name the source of the study, but he said the findings will be 
available to lawmakers before the regular session begins in February. 

o Supporters of the HTC are hoping that the new data will give them more 
evidence to get the program reinstated in the 2017 legislative session. 

 The other state re-examining its HTC program is Virginia.  

 A joint committee recently met to discuss the return on investment for the Virginia 
Historic Rehabilitation Tax Credit.  

 The meeting covered everything from the basics of the program to its economic benefits. 

 The subcommittee is considering whether the state should scale back the program. 
o This could be done by placing caps on the total amount of the credits made 

available, or by reducing the amount available per project. 

 The state HTC program is being examined as Virginia faces a nearly $1.5 billion revenue 
shortfall in its two-year budget. 

 The 25 percent HTC program in Virginia was enacted in 1996. 
o The state HTC has a 10-year carryover and no annual cap. 

 Virginia Commonwealth University conducted a study of the state HTC and calculated 
the economic impact of the program between 1997 and 2013.  

 The key findings demonstrated critical need for the program.  
o The state allocated $986 million in credits to nearly 2,400 developments. 

 Nearly 1,300 of those developments also received federal HTCs.  

 Simliar to Novogradac’s findings about the Alabama state HTC, the Virginia 
Commonwealth University study found that Virginia’s program spurs more investments 
than it costs. 

 The Virginia study found that every $1 million in state HTCs generates: 
o $4 million in total economic impact,  
o $3 million in private rehabilitation expenditures,  
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o $130,000 in tax revenue from construction activity, as well as   
o 31.5 jobs.  

 In total, the program has supported more than 31,000 jobs.  

 The study also found that 85 percent of investors would not have completed their 
projects without the state tax credit.  

 However, the impact analysis of the university’s report includes only the construction 
period.  

o Employment and tax revenue from post-rehabilitation uses are not included. 
o And, employment and tax revenue from the ripple effects surrounding the 

rehabilitated structures are also not included. 

 Without a full accounting of revenues, the subcommittee cannot calculate the return on 
investment for the state or the period over which returns are generated. 

o As a result the subcommittee wants more information on post-rehabilitation 
impacts.  

 This will include revenue from new economic activities and revenue from 
increases in property value.  

o The subcommittee also wants to include employment and fiscal impacts on 
surrounding areas or neighborhoods.  

o And finally, the subcommittee wants to calculate rates of return for state and local 
government investment. 

 Considering the tremendous economic benefit measured for just the construction period, 
I expect the expanded study on employment and tax revenue will show that the tax 
credit’s benefits are even greater than previously reported.  

 To learn more about state tax credit programs–where opportunities exist and where 
state credits are being threatened–join us at our Novogradac 2016 Historic Tax Credit 
Conference later this month. 

 The conference will be in Cleveland, Sept. 21-22. 

 Register today at www.novoco.com.  
 
  

http://www.novoco.com/
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RENEWABLE ENERGY TAX CREDIT NEWS 

Conservative Coalition Opposes RETC Extensions 

 In renewable energy tax credit (RETC) news, a coalition of conservative groups last 
week released a letter directed to federal lawmakers, asking Congress to allow certain 
RETCs to expire at the end of this year. 

o The letter was signed by more than 30 groups, led by Americans for Prosperity. 

 The letter said tax credits for small wind projects, geothermal heat pumps and other 
energy sources should be allowed to expire at the end of this year. 

 As we’ve talked about before on this podcast, the credits in question were left out of last 
December’s five-year extension of the 30 percent investment tax credit (ITC). 

o You’ll remember that December’s tax deal extended the ITC through 2017 and 
2018 and established a gradual step-down for the 30 percent credit starting in 
2019 and continuing through 2022. 

o After that, the 30 percent ITC would expire, leaving the 10 percent ITC. 
o However, the extension doesn’t include small-wind and fuel cell projects, which 

means their 30 percent tax credit expires Dec. 31 this year. 

 There was a range of opinions as to why these technologies were left out of the ITC 
legislation last year. 

 But, all of that said, so far, attempts to include legislation extending them beyond this 
year have failed. 

o Most notable was an effort to add the expiring technologies to a bill reauthorizing 
funding for the Federal Aviation Administration. 

o That bill wound up passing without the renewable energy extension provisions. 

 Last week’s letter warned against using the upcoming government funding legislation as 
a vehicle to include the extenders. 

 As I mentioned earlier, Congress must, of course, fund the government beyond the Sept. 
30 year-end coming up in just less than 20-some days. 

o The conservative groups that signed the letter don’t want the renewable energy 
tax credit extension included in that must-pass government funding resolution or 
any other tax legislation that could be considered in the post-election lame-duck 
session of Congress. 

 By the way, many groups asking for Congress to extend the tax credits wrote letters to 
House leaders in February, so there’s plenty of support on each side of this issue. 

 We’ll keep an eye on this issue and update you of any movement. 
 
 

 
 


