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

reviews Treasury action on corporate tax inversions and recent CRA performance evaluations. 

He also addresses Calif. Gov. Brown’s veto of a state historic tax credit and state new markets 

tax credit. Then, he reports on the 2014 LIHTC National Pool and provides information about 

the second round of Promise Zone designation applications. Next, he notes the Oct. 1 deadline 

for the 2014 NMTC allocation application, and reviews analysis of QEIs through round 11. 

Finally, he informs listeners about the new application fees for Louisiana’s state historic tax 

credit and discusses the Bridge to a Clean Energy Future Act of 2014 (H.R. 5559). 

 
Summaries of each topic:  

1. General News (2:04 – 6:09) Pages 2 - 3 

2. Low-Income Housing Tax Credits (6:10 – 9:38) Pages 4 - 5 

3. New Markets Tax Credits (9:39 – 12:22) Page 6 

4. Historic Tax Credits (12:23 – 13:38) Page 7 

5. Renewable Energy Tax Credits (13:39 – 15:11) 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, 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 

Treasury Acts to Discourage Inversions  
• In general news, I begin today with a topic related to tax reform.  
• Prompted by recent high-profile corporate relocations, including Burger King’s recent 

merger with Tim Horton’s of Canada, Treasury Secretary Jacob Lew made an 
announcement last week about corporate tax inversions.  

• Lew stated that comprehensive business tax reform would be the best way to address 
these transactions.   

• However, in the meantime, he said Treasury would take initial steps intended to dissuade 
companies from pursuing inversions to avoid U.S. taxes. 

• The next day, the IRS issued Notice 2014-52, which describes regulations that the IRS 
and Treasury intend to issue with respect to inversion transactions.  

o The changes are intended to eliminate certain techniques that inverted 
companies currently use to access the overseas earnings of foreign subsidiaries 
of the inverting U.S. company without paying U.S. tax. 

o Treasury will also strengthen the requirement that the former owners of the U.S. 
entity own less than 80 percent of the new combined entity. 

• Lew said the regulatory changes would significantly diminish the ability of inverted 
companies to avoid U.S. taxation.   

• He also said for some companies considering deals, the changes would mean that 
inversions no longer make economic sense.   

• It’s important to note that these specific actions related to tax inversions aren’t expected to 
have a meaningful direct effect on affordable housing, community development, 
renewable energy or historic preservation.  

• But, the topic is relevant for these communities to the extent that it will keep focus on the 
larger topic of tax reform.  

• For example, Ways and Means Chairman Dave Camp responded to the announcement 
with a statement criticizing the effort as a combination of campaign-style speeches and 
stopgap measures.  

• He also called again for the Administration to put forward a serious, detailed and credible 
plan to reform the nation’s tax code. 

• While Congress has recessed until the elections in November, listeners can expect tax 
reform to remain a key topic of conversation among policymakers.  

• I encourage you to follow me on Twitter to follow along with those conversations.  
• You can follow me at twitter.com/Novogradac.  

 
OCC Issues CRA Evaluations  
• In regulatory news, last week the OCC released a list of Community Reinvestment Act 

(CRA) performance evaluations that became public in August.  
• As most listeners know, many financial institutions invest in low-income housing, new 

markets, historic and renewable energy tax credits, in part, to generate CRA investment 
credit. 

• The possible ratings are outstanding, satisfactory, needs to improve, and substantial 
noncompliance. 

• Of the 26 evaluations made public last month 
o four are rated outstanding,  
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o 22 are rated satisfactory,  
o none are rated needs to improve,  
o none are rated substantial noncompliance 

• You can find the full list online at www.occ.gov.  
 

California News 
• In breaking news in California, Governor Brown vetoed two bills that would have created a 

California Historic Tax Credit and a California New markets tax credit.   
• In the veto messages, he noted the cost of the two bills, which combined, were estimated 

to equal a cost of about $600 million. 
• Ironically, governor Brown signed a film tax credit bill in mid-September 
• That cost is estimated to be $230 million in fiscal year 2015-16, and an estimated $330 

million per fiscal year from 2016-17 through 2019-20.   
• Which means, in California, you can get a tax credit for filming low-income communities 

and historic properties, but not for investing in them. 
  

http://www.occ.gov/
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LOW-INCOME HOUSING TAX CREDIT NEWS 

IRS Distributes Unused 2014 LIHTC Allocation 
• In low-income housing tax credit (LIHTC) news, the IRS recently published the amounts of 

unused low-income housing tax credit allocation that were reallocated to various states for 
calendar year 2014. 

o The national pool exists because some states don’t use the entirety of their per 
capita LIHTCs. 

o Those unused credits are placed into a national pool and then reallocated to 
qualified states that request them.  

• For 2014, $2.59 million of unused LIHTCs went to 35 states and Puerto Rico. 
o That’s a modest increase from the $2.46 million in national pool credits allocated 

in 2013. 
• The five states awarded the largest allocation amounts are the same as the five states that 

received the largest allocations in 2013: 
o California received $365,000, 
o Texas received $252,000, 
o New York received $187,000, 
o Florida received $186,000 and 
o Illinois received $123,000. 

• You can go to www.taxcredithousing.com to view the complete list of states and their 
respective 2014 national pool allocations in Revenue Procedure 2014-52. 

• You can also go to the Notes from Novogradac blog to learn more about recent and long 
term trends in the national pool and what they represent.  

• That blog can be found online at novogradac.wordpress.com.  
 
Round 2 Promise Zone Applications Open  
• In other affordable housing news, the U.S. Department of Housing and Urban 

Development (HUD) recently announced that it is accepting applications for the second 
round of Promise Zone designations. 

o President Obama announced the Promise Zones initiative in his 2013 State of 
the Union address. 
 The goal of the initiative is to partner with high-poverty communities: 

• create jobs, 
• increase economic security, 
• expand educational opportunities, 
• improve public safety,  
• and – of direct relevance to many listeners - increase access to 

affordable housing. 
 Promise Zone designations are made for a 10-year term which may be 

extended. 
 The first five Promise Zones were announced in January. They are: 

• five neighborhoods in Los Angeles; 
• the Eastside Neighborhood in San Antonio; 
• West Philadelphia in Philadelphia, Pa.; 
• eight counties in Southeastern Kentucky; and 
• the Choctaw Nation of Oklahoma.  

http://www.taxcredithousing.com/
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• Stakeholders in designated Promise Zones work closely with local public housing 
agencies to promote the development of affordable housing.  

o As such, developers, investors and other affordable housing professionals may 
be interested to keep an eye on the second round of designations, as those 
areas may be actively seeking to increase their housing stock.  

• In this second round, HUD and the U.S. Department of Agriculture will designate at least 
eight Promise Zones.  

• They will include: 
o six urban communities to be designated by HUD, 
o and at least one rural community and one tribal community to be designated by 

the USDA.  
• Eligible applicants in Promise Zones will receive:  

o preference for certain competitive federal programs and 
o technical assistance.  

• In addition, businesses investing in Promise Zones or hiring residents of Promise Zones 
will also be eligible to receive tax incentives.  

• Applications for the second round are due by 5 p.m. Eastern Time on Nov. 21.  
• The designations will be announced in 2015. 
• To learn more about working with HUD programs to create affordable housing in your 

area, please contact my partner Susan Wilson in our Austin, Texas office.  
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NEW MARKETS TAX CREDIT NEWS 

Allocation timeline  
• As many listeners are probably painfully aware, the 2014 new markets tax credit (NMTC) 

allocation application is due tomorrow, Oct. 1.  
o The CDFI Fund stopped accepting questions concerning the 2014 application 

yesterday, Sept. 29. 
o But if you have last minute questions about the application process, please call a 

Novogradac professional near you.  
• At this time, pending congressional reauthorization of the program, allocation 

announcements for this round are expected in the spring of next year.  
• In the meantime, of course, community development professionals will focus on 

supporting that reauthorization.  
• I encourage you to join us in New Orleans in a couple of weeks to learn more.  
• Novogradac & Company will host more than 600 NMTC investors, experts, developers 

and others at the New Markets Tax Credit Conference Oct. 23 and 24.  
• You can learn more at www.novoco.com/events.  

 
QEI Analysis  
• In light of the current flurry of CDE activity, Novogradac & Company took an opportunity to 

assess prior NMTC award cycles and the levels of qualified equity investments, or QEIs, 
made with those past awards. 

• For every month since March 2007, the CDFI Fund has published QEI issuance reports 
detailing which CDEs have received allocation awards.  

o The reports list the award amounts per CDE by allocation round and the amount 
“finalized,” meaning QEIs closed as of the date of the report.  

• Novogradac & Company collected the data from the available reports and summarized the 
results of the data.  

• This analysis revealed some interesting trends.  
o For example, when examined by service area, the average rate of QEIs finalized 

has been faster for CDEs with a national service area than that for CDEs with 
local service areas.  
 This is in part because, local service area CDEs are often local government 

entities.  
 And as you might suspect, layers of governmental approvals can slow 

down deal closings compared to closings by more nimble, private CDEs 
with larger pools of pipeline projects.  

• You can read more about this analysis in the October issue of the Novogradac Journal of 
Tax Credits.  

• An article describing QEI issuance trends and related information will be featured in the 
abridged, online edition of the magazine, which will be available online this week.  

• You can read that article, and order a sample copy of the complete Journal, online at 
www.novoco.com/journal.  

• For additional questions or comments you may have about this data, feel free to call 
Nicolo Pinoli in our Oregon office.  

  

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

New Application Fees Instituted for Louisiana HTC  
• In historic tax credit (HTC) news, I have another state-level update.  
• The Louisiana Department of Culture, Recreation and Tourism recently adopted 

administrative rules that implement fees for Louisiana state historic tax credit applicants.  
o The State Commercial Tax Credit program provides a credit equal to 25 percent 

of a project’s qualified rehabilitation expenditures, or QREs.    
o The program has no annual cap, but there is a $5 million transaction cap for 

developments located in a Downtown Development District.  
• The regulations define the sliding scale fee structure for state commercial tax credit 

applications and related terms.  
• The fees are broken down into tiers based on the amount of a project’s QREs.  

o Part 2 fees are based on estimated QREs.  
o Part 3 fees are based on actual QREs.  

 Part 3 application fees are equal to 1.5 percent of the credit amount 
awarded to a project minus the Part 2 application fee. 

• It’s worth noting that these application fees are nonrefundable.  
• At the time of this recording, these regulations had not yet been posted on the Louisiana 

Department of Revenue’s website. 
• If you have questions about working with the Louisiana state HTC, or another state-level 

historic tax credit, I encourage you to contact my partner Charlie Rhuda in our Boston 
office.  
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RENEWABLE ENERGY TAX CREDIT NEWS 

Bill Would Extend PTC, ITC 
• In renewable energy tax credit news, a bill was introduced in Congress earlier this month 

that would extend a handful of key tax incentives. 
• Among other things, the bill would authorize the wind production tax credit through the end 

of 2016. 
o Extending this incentive would mean wind developers will push to get their 

projects up and running, or at least starting construction, as soon as possible. 
• Another provision of the bill would give solar projects the same access to investment tax 

credits that wind projects have at the start of construction. 
o Changing the current “placed in service” requirement to a “begin construction” 

requirement would be especially great news for developers of new utility-scale 
solar projects. 
 Larger projects often require more time to become operational. 
 So, giving developers extra time to bring them online could mean we’ll be 

seeing more large-scale solar projects in the next few years. 
o On the financing side, it would give investors more confidence to get on board 

with those developments. 
• The legislation was introduced by Democratic Representatives Earl Blumenauer from 

Oregon and Dave Loebsack from Iowa. 
o It has 16 other cosponsors at the time of this recording. 
o So far, all of the bill’s cosponsors are Democrats. 

• The bill is currently in the House Ways and Means Committee and I’ll keep you updated 
on its progress. 

• In the meantime, you can find a copy of H.R. 5559, entitled the Bridge to a Clean Energy 
Future Act of 2014, at www.energytaxcredits.com 

 
 

 
 
 
 
 

http://www.energytaxcredits.com/

