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

swearing in of Charles Rettig as IRS Commissioner, as well as a request for IRS guidance on 

energy investment tax credit technologies. Then he moves on to a private-activity bond 

issuance report, and a new proposal for a distressed zone tax credit. He closes with a HUD 

milestone, a state low-income housing tax credit bill and some announcements from the CDFI 

Fund. 

 

 

 

Summaries of each topic:  

 

1. General News (01:35-09:31) Pages 2 – 4 

a. Rettig Swearing In (01:35-02:08) 

b. ITC Guidance Request (02:09-03:20) 

c. PAB Trends (03:21-07:08) 

d. CDE Certification Application (07:09-08:02) 

e. Distressed Zone Tax Credit (08:03-09:31) 

2. Other News (09:32-13:00) Pages 5 – 6  

3. Related Resources 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.  
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 GENERAL NEWS 

Rettig Swearing In 

 So we’ll start with IRS news. 

 Next Monday, Oct. 1, Charles Rettig is scheduled to be sworn in as the 49 th 

commissioner of the IRS. 

 And I do expect he’ll dive right in and take over after acting IRS commissioner David 

Kautter, who will step back to his full-time of assistant secretary for tax policy. 

 Now among other responsibilities, soon-to-be-commissioner Rettig will be in charge of 

implementing the tax law provisions enacted last year, which is no small task. 

ITC Guidance Request 

 And while we’re on the topic of the IRS, I wanted to let you know that Sens. Tim Scott of 

South Carolina, a Republican, and Democrat Michael Bennet of Colorado, sent a 

bipartisan letter to the IRS last week requesting guidance on the renewable energy 

investment tax credit (ITC). 

 More specifically?  

 The letter asked for clarification as to whether energy storage technologies would qualify 

for the ITC if they’re added to an existing ITC-eligible technology.  

 Now the IRS has previously recognized that energy storage technologies are eligible for 

the ITC when they’re installed at the same time as ITC-eligible technologies. 

 However, the IRS has not explicitly affirmed whether storage technologies are eligible 

when they’re added to existing ITC-eligible technology. 

 If the IRS confirms that add-on storage technology qualifies for the ITC, then the 

guidance could bolster, I would say would bolster, investment in energy storage. 

 Now the letter also requested that the IRS include its response in the IRS’s 2018-2019 

Priority Guidance Plan. 

PAB Trends 

 Now let’s turn to private activity bonds (PABs). 

 We recently learned that 2017 was a record-setting year for the issuance of private 

activity bonds for multifamily and single-family uses. 

 The Council of Development Finance Agencies found that the multifamily and single-

family total bond issuance was $21 billion last year. 

o That reflects an increase of $2.5 billion over 2016. 

 This means, for the fourth straight year, housing bonds accounted for at least 80 percent 

of all PAB issuances. 

o More specifically, in 2017, housing bonds totaled 84.4 percent. 

 Now of that $21 billion in bond issuance last year, $15.3 billion was multifamily rental 

housing bonds. 

 Now these bonds are typically paired with 4 percent low-income housing tax credits 

(LIHTCs) either for 100 percent of the project, or at a minimum, 20 percent. 

 This $15.3 billion in multifamily rental housing bonds issued in 2017 reflects a $1.3 billion 

increase from the previous year. 

 In 2017, the top issuers of multifamily housing bonds? 

 Well, they were:  

o California, 

o Illinois, 
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o New York, 

o Texas, and then  

o Washington. 

 Now it’s not too surprising that 2017 had a high level of bond issuance. 

 At the end of last year, while we were facing near elimination of the ability to use PABs 

for residential rental housing, that was as part of the tax reform package, all signals were 

pointing to another year of high bond usage. 

 What we didn’t know at the end of last year is whether the high bond usage would 

exceed the high bond usage of 2016 or simply approximate it. 

o Well now we know, the volume of 2016 was exceeded.  

 Now a little more background. 

 The initial House Republican tax bill last year would have eliminated the tax exemption 

for private activity bonds. 

o You may recall that came out around November.  

 That led many states to start taking action to prepare to issue as many bonds as they 

could in November and early December, or even by the end of December, on short 

notice in the event that the House Republicans were successful and PABs were actually 

repealed effective to the end of last year. 

 Now thankfully, PABs were retained in the Senate bill and during the House-Senate 

negotiated final bill, bonds were also included.  

 Many transactions that we are working on that had been primed to close the last part of 

2017 ended up not closing and simply closed in the following year. 

o But we did know a number of transactions did close. 

o And obviously given the large issuance levels in 2017, a lot of other states and a 

lot of other advisors working transactions that had also closed. 

 That probably means 2018 won’t be quite the 2017 levels, but we’ll have to wait and see. 

 Needless to say I’m very thankful that multifamily tax-exempt bonds were preserved in 

tax reform. 

o I’ve said that before in prior podcasts. 

o I’ve also noted that about half of all LIHTC homes are financed by multifamily tax-

exempt bonds annually.  

 Now if you have any questions about using multifamily bonds to finance a development, 

I would encourage you to contact my partner Thomas Stagg in our metro Seattle office. 

 Also, we’re also working on a Notes from Novogradac blog post on the CDFA analysis, 

and that blog post should be available soon. 

 And if you want a more comprehensive look at tax-exempt bonds, check out the 

Novogradac Tax-Exempt Bond Handbook. 

 This handbook is a great resource to have on guidance, regulations and recommended 

practices. 

 I’ll tweet a link to the book’s product page on our website.  

CDE Certification Application 

 Turning now to community development news, the CDFI Fund has a new and improved 

certification application for community development entities, or CDEs. 

 The new updated application is now available in the Awards Management Information 

System, or AMIS. 

 The new application is designed to be easier to complete and submit.  
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 CDE certification criteria and questions, they remain unchanged from the previous 

application form. 

 Now if you’d like assistance in applying to be certified as a CDE, please contact my 

partner Brad Elphick in our metro Atlanta office, or another Novogradac partner in an 

office near you. 

 Also, be sure to register for the upcoming Novogradac 2018 New Markets Tax Credit 

Fall Conference. 

o It’s being held in Austin, Texas. 

o It’s coming up Oct. 18-19. 

 I’ll tweet the registration link and I’ll include it in today’s show notes. 

Distressed Zone Tax Credit  

 Next, I want to briefly mention a new bill that was recently introduced in Congress that 

would create a federal tax credit for certain business expenses in qualifying census 

tracts. 

 Now to be eligible, the census tract would have to meet one of three definitions for an 

economically distressed zone. 

 Either A: the track had pervasive poverty. 

 That means a poverty rate of at least 20 percent since the 1990 decennial 

census, or  

 a poverty rate of at least 35 percent, or 

 be so designation by the Secretary of the Treasury and the Secretary of 

Commerce. 

 Now specifically, the bill would provide:  

o a 40 percent tax credit for wages and benefits in such a zone, 

o a 40 percent credit of the depreciation and amortization allowances for a 

distressed zone property, and 

o a 30 percent credit for services or tangible property purchases from an unrelated 

person in an economically distressed zone. 

 Now the bill is entitled the Economic Development Act for Distressed Zones of 2018. 

 The lead sponsor is Resident Commissioner of Puerto Rico, Jenniffer Gonzalez-Colon. 

 Now the cosponsor is Democrat Bennie Thompson of Mississippi. 

 The bill has no other cosponsors at this time, and it’s certainly a long way from getting a 

vote, but I mention the proposal as a way to highlight different approaches to community 

development. 

 I’ll provide a link to the bill in today’s show notes. 
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OTHER NEWS 

 Now turning to other news, the HUD Rental Assistance Demonstration program, or RAD, 

reached a pretty significant milestone last week. 

o What was it? 

o HUD Secretary Ben Carson said that the program has preserved 100,000 public 

housing apartments. 

o He made that announcement at an event in Austin, Texas. 

o As you know, the RAD program gives public housing authorities the option of 

using private investment to recapitalize public housing properties.  

o The 100,000 mark is an early measure of success. 

o The program is currently authorized to preserve up to 455,000 homes and there 

are about 300,000 homes waiting to be closed. 

o Novogradac did recently release a booklet on the program. 

 A booklet that covers the basics of RAD and helps participants navigate 

the program. 

o I’ll include a link to the booklet in today’s show notes. 

 Also, we do have our Affordable Housing Conference coming in January that will have a 

focus on RAD. 

o Go to our events website for more details. 

 Now turning to other affordable housing news, the Government Accountability Office 

(GAO) released its report, its-long awaited report, on development costs for LIHTC 

properties. 

o We talked about this in the podcast a couple of weeks ago when a similar report 

was issued by Abt Associates. 

o Well the GAO Report showed a slightly higher per-development cost than the 

earlier report. 

o That difference is mostly attributable to two factors: 

 The Abt report included the cost of 4 percent LIHTC properties, as well as 

properties in all states. 

 The GAO report only focused on 9 percent developments and on only 10 

states. 

 States that did include some of the highest-cost cities in the 

nation. 

o Now I’ve included a link to the report in today’s show notes.  

 Let’s turn now to state legislation. 

 Legislation was recently introduced in Pennsylvania to create a state LIHTC. 

o Now the Pennsylvania bill was introduced by 12 members of the state senate.  

o And if passed, the credit would largely mirror the federal LIHTC. 

o There would be an annual cap of $10 million and the credit would be claimed 

over five years. 

o Now if the bill passes, Pennsylvania would become the 16 th state with an 

affordable housing tax credit. 

o I’ll keep you posted on the progress of this legislation. 

 And my last news item is actually two news items. 

 I have updates on a couple of programs offered by the CDFI Fund. 
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o First, the CDFI Fund announced the issuance of a $150 million guarantee under 

the CDFI Bond Guarantee program. 

 This guarantee is to the Community Reinvestment Fund on behalf of 

Clearinghouse CDFI. 

 Now the CDFI Bond Guarantee program is designed to provide low-cost 

capital, or incent low-cost capital, for economic growth and community 

revitalization. 

o Now secondly, the CDFI Fund granted more than $200 million in awards to 302 

CDFIs. 

 These awards were made through the CDFI Financial 

Assistance/Technical Assistance program and Native American CDFI 

Assistance program. 

 Both of those programs enable CDFIs to increase lending and investment 

activity in low-income and economically distressed areas.  

o Congratulations to the 302 winning CDFIs. 
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RELATED RESOURCES 
 

ITC Guidance Request 

 Request for Guidance on ITC-Eligibility for Storage Technologies 

 

CDFA Report 

CDFA Annual Volume Cap Report: An Analysis of 2017 Private Activity Bond & Volume 

Cap Trends 

Email Thomas Stagg, CPA 

Novogradac Tax-Exempt Bond Handbook 

 

CDE Certification Application 

 CDFI Fund Improves CDE Certification Application Process 

 Email Brad Elphick, CPA 

 Novogradac New Markets Tax Credit Fall Conference 

 

Distressed Zone Tax Credit 

 Economic Development Act for Distressed Zones of 2018 

 

RAD Milestone 

 RAD Report 

 

 

LIHTC GAO Report 

GAO: Low-Income Housing Tax Credit Improved Data and Oversight Would Strengthen 

Cost Assessment and Fraud Risk Management 

 

Pennsylvania LIHTC 

 Pennsylvania S.B. 1185 

 

  

 

 

https://www.novoco.com/sites/default/files/atoms/files/letter_to_treasury_energy_storage_technologies_092018.pdf
https://www.novoco.com/sites/default/files/atoms/files/cdfa_annual_bond_volume_cap_2017_final_report_0918.pdf
https://www.novoco.com/sites/default/files/atoms/files/cdfa_annual_bond_volume_cap_2017_final_report_0918.pdf
mailto:thomas.stagg@novoco.com
https://www.novoco.com/products/novogradac-low-income-housing-tax-exempt-bond-handbook
https://www.cdfifund.gov/news-events/Pages/news-detail.aspx?NewsID=323&Category=Updates
mailto:brad.elphick@novoco.com
https://www.novoco.com/events/novogradac-2018-new-markets-tax-credit-fall-conference
https://www.novoco.com/sites/default/files/atoms/files/hr_6785_091218.pdf
https://www.novoco.com/sites/default/files/atoms/files/hud_rad_100000_homes_081318.pdf
https://www.novoco.com/sites/default/files/atoms/files/hud_rad_100000_homes_081318.pdf
https://www.novoco.com/sites/default/files/atoms/files/gao_report_improved_data_and_oversight_091818.pdf
https://www.novoco.com/sites/default/files/atoms/files/gao_report_improved_data_and_oversight_091818.pdf
https://www.novoco.com/sites/default/files/atoms/files/pennsylvania_sb_1185_091218.pdf

