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

discusses the latest Congressional updates on tax reform. He covers HUD’s designation of the 

2015 difficult development areas and qualified census tracts, as well as HUD’s final 2015 fair 

market rents. He also discusses HUD’s issuance of subsidy layering review guidance, welfare 

exemption laws in California (A.B. 1760 and S.B. 1203) and the Grace Robertson’s retirement 

from the Internal Revenue Service. Next, he reports on Treasury Secretary Lew’s speech 

commending the new markets tax credit program, as part of the CDFI Fund’s 20th anniversary. 

He also discusses the veto of a California state new markets tax credit (A.B. 1399), as well as 

the latest QEI issuance update. Then he reports on Department of the Interior’s grants to 

support National Register diversity. Finally, he examines an International Energy Agency’s solar 

energy report, as well as North Carolina Department of Revenue’s state renewable energy tax 

credit guidance. 

 

Summaries of each topic:  

1. General News (2:13 –4:05) Page 2 

2. Low-Income Housing Tax Credits (4:06 – 10:33) Pages 3 - 5 

3. New Markets Tax Credits (10:34 – 14:16) Pages 6 - 7 

4. Historic Tax Credits (14:17 – 15:49) Page 8 

5. Renewable Energy Tax Credits (15:50 – 18:15) Page 9 

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 

Congressional Update on Tax Reform 
 In general news, Congress is out of session and isn’t scheduled to return until after the 

upcoming November elections.   

 With the congressional campaigns in full gear, and the ability of Democrats to retain 
control of the Senate very much in doubt, tax reform continues to be in the news. 

 Many sources are reporting about the struggle that will likely ensue after the fall elections 
among Republicans as to how hard to push for tax reform next year. 

 At a speech at the Financial Services Roundtable, the Washington Post reported that 
likely next chair of the tax writing Ways and Means committee, Paul Ryan, said, and I 
quote, “Tax reform’s one of those things where we just don’t know if we can get there at 
the end of the day.” 

 Also, last week, President Obama spoke of the importance of Tax Reform, and then, as 
reported by Bloomberg’s Richard Rubin went off script to mock some comments Paul 
Ryan made on Tax Reform.   

 Rubin went on to suggest to his twitter followers that they remember Obama’s off script 
remark the next time anyone predicts a kumbaya moment on tax reform in 2015. 

 I’ll be sharing more insights about the upcoming elections and what the mean for 
affordable housing later this week at Novogradac & Company’s Annual California 
Affordable Housing Conference in San Francisco.   

 Joining me on my Washington Wire panel is Rick Goldstein, with the law firm Nixon 
Peabody, David Gasson with the Housing Advisory Group of Boston Capital, and Orlando 
Cabrera with the law firm Squire Sanders.  

 We have over 400 attendees registered so far; if you are interested in attending, there is 
still time to join us. Go to www.novoco.com and register online. I hope to see you there. 

 
  

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

HUD Designates 2015 DDAs, QCTs 

 In low-income housing tax credit (LIHTC) news, HUD last week published a notice 
announcing the issuance of designations for difficult development areas and qualified 
census tracts for 2015.  

o Developments in DDAs or QCTs are eligible for as much as 30 percent more 
LIHTC funding. 

 As you may recall, the 2015 metropolitan DDAs will be the last ones designated for entire 
metropolitan areas.  

o Starting with 2016 designations, metropolitan DDAs will be determined using 
small area fair market rents. 

 Novogradac & Company is currently reviewing the QCT and DDA designations to 
determine which previously-designated areas will no longer be QCTs or DDAs, and which 
areas have been newly designated.  

 As a brief insight for our California listeners, I note Sonoma County was removed as a 
DDA. 

 However, Napa County, Alameda County and Contra Costa County were added. 

 We are going to have more insights for you in next week’s Tax Credit Tuesday’s Podcast 
as to the effect of these changes on particular areas within the United States. 

 If you have questions in the meantime, I encourage you to call my partner Jim Kroger in 
our San Francisco office at 415.356.8000.  

 
HUD Releases Final 2015 FMRs 

 In other LIHTC news, I have an update about fair market rents. 
o Regular listeners will recall that in the Aug. 26 podcast, I reviewed the proposed 

fiscal year 2015 fair market rents, or FMRs, and analyzed their possible effects 
on the marketplace.  

 Last week, HUD released its final FMRs for fiscal year 2015.  
o The final 2015 FMRs took effect Oct. 1.  

 HUD uses FMRs  
o to determine payment standards for the Housing Choice Voucher program,  
o to determine initial renewal rents for some expiring project-based Section 8 

contracts, and  
o to determine initial rents for housing assistance payments contracts in the 

Moderate Rehabilitation Single Room Occupancy program.  

 You can access the 2015 FMRs online at www.taxcredithousing.com.  

 Novogradac & Company is currently reviewing the final FMRs against the proposed rents 
to determine how they differ, if at all.  

 You can read in detail about the final 2015 FMRs, including any deviations from the 
proposed rents, released a few weeks before in the November issue of the Novogradac 
Journal of Tax Credits.  

 If you have questions about FMR changes for your affordable housing properties, please 
call Thomas Stagg in our Seattle office at 425.453.5783.  

 
 
 

http://www.taxcredithousing.com/


Summary: October 7, 2014 
 

HUD Issues Subsidy Layering Reviews Guidance 

 In our next LIHTC update, we turn to guidance issued recently by HUD about subsidy 
layering reviews for mixed-finance developments. 

 When HUD provides a housing subsidy, it needs to certify that the amount it provides is 
only what is necessary when combined with other government assistance.  

 In that context, the purpose of HUD’s recent notice is to reduce the burden on government 
agencies that have to conduct the reviews, whether it’s HUD or housing agencies. 

 The notice clarifies exactly when a review is needed and when it’s not. 

 In most cases, if LIHTCs are used with HUD subsidies, a review and HUD certification are 
necessary. 

 There is an exception for properties that have, or plan to have, LIHTCs and project-based 
vouchers. 

o If a housing agency does a subsidy review and it takes into consideration 
proposed project-based vouchers, then a HUD certification is not necessary. 

 You can find more information in the Sept. 26 Federal Register notice at 
www.hudresourcecenter.com.   

 If you have any further questions, please contact my partner David Conway in our Dover, 
Ohio office at 330.365.5400. 

 
New Law Clarifies Eligibility for California Welfare Exemption  

 Turning to state-level affordable housing news, I have an update out of California.  

 Gov. Jerry Brown recently signed legislation related to payment in lieu of taxes, or 
PILOTs, and the availability of the property tax exemption, often referred to as the welfare 
exemption for affordable housing.  

 First, some background.  
o PILOTs refer to agreements between a local government and an owner of a low-

income housing development that requires the owner to pay the local 
government a charge to compensate for lost property tax revenues.  

o Property owners become eligible for the welfare exemption if they can certify that 
they have used to pay property taxes is used to maintain the affordability of, or 
reduce rents for, units occupied by low-income households. 

 The legislation that Gov. Brown signed into law clarifies that a PILOT payment will not 
affect a property owner’s ability to qualify for a welfare exemption. 

o Supporters of the legislation say support by lawmakers and the governor for 
these bills demonstrate that they recognize the vital role the welfare exemption 
plays as a part of affordable housing finance in California.  

 To read A.B. 1760 and S.B. 1203 go to www.taxcredithousing.com.  
   
Grace Robertson Retires  

 I’d like to close this week’s LIHTC discussion by bidding farewell to Grace Robertson, who 
has retired from the Internal Revenue Service after 30 years of service.  

 As many listeners know, Grace spent her last 15 years working as a Senior Program 
Analyst, Technical Issues, on the LIHTC program.   

 She is the primary author of the “Low-Income Housing Credit - Guide for Completing Form 
8823,” which was first released in January 2007 and last revised in January 2011.   

o At the time of its release, the 8823 guide was one of the most important LIHTC-
related program events since the 1993 LIHTC statutory changes that imposed 
standard requirements for compliance monitoring of LIHTC properties.  

http://www.hudresourcecenter.com/
http://www.taxcredithousing.com/
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 Grace is also the primary author of an updated audit technique guide or ATG for the 
LIHTC program, the latest version of which was released Sept. 18th of this year.   

 In addition to these substantial accomplishments, there’s no doubt that Grace Robertson 
made a significant contribution to the success of the LIHTC program.   

 Novogradac & Company would like to thank Grace for her dedication and contributions to 
the affordable housing community. She will be missed.  
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NEW MARKETS TAX CREDIT NEWS 

CDFI Fund Marks Anniversary, Lew Commends NMTC Program 

 In new markets tax credit (NMTC) news, Treasury Secretary Jacob Lew delivered an 
address last week to mark the 20th anniversary of the CDFI Fund. 

 He talked about some of the accomplishments of the CDFI Fund in bringing investments 
to underserved areas. 

 In particular, he mentioned achievements of the NMTC program. 
o He called the NMTC an “innovative public-private partnership.” 
o He also noted that the NMTC has created more than 200,000 jobs since it was 

authorized in 2000. 

 A post on the White House blog also congratulated the CDFI Fund on its anniversary. 
o The blog post named the NMTC as one of the CDFI Fund’s key programs.  
o It reminded readers that the Obama administration has called for a permanent 

extension of the credit. 

 You can find a copy of Secretary Lew’s speech at www.treasury.gov and the White House 
blog post at www.whitehouse.gov/blog.  

 
 
California State NMTC Bill Vetoed, Legislator Pledges to Revisit Issue 

 In state-level news, last week we talked about two California bills that were vetoed by Gov. 
Jerry Brown. 

 One was the state historic tax credit; the other was the state NMTC. 

 The state NMTC proposal was introduced by Assembly members Jose Medina and V. 
Manuel Pérez.   

 After the governor vetoed the bill, Medina issued a press release saying he was 
disappointed at the potential loss of more than $500 million in capital for California. 

 In that statement, Medina called the NMTC program a proven tool for bringing investment 
to low-income communities. 

 And he said that he looks forward to working on and revisiting the issue. 
o At this time, it’s unclear what actions he will take to revisit the issue. 

 We’ll keep you updated as we learn more. 

 As a reminder, in his veto statements, Gov. Brown suggested a California NMTC should 
be considered in the context of the state’s budget.  

 For reference, the governor must submit his proposed budget to the legislature by Jan. 10.  

 Then the legislature will have until June 15 to pass a budget. 

 To learn about NMTC programs in your state, please contact my partner Owen Gray in our 
San Francisco office at 415.356.8000. 

 
 QEI Issuance Update 

 In a recurring monthly update, let’s take a look at the CDFI Fund’s latest Qualified Equity 
Investment Issuance Report, issued Oct. 2. 

 Among other things, the monthly report identifies 
o the total dollar amount finalized by NMTC allocatees and 
o the remaining amount to be issued. 

 About $355 million of qualified equity investments, or QEIs, were finalized in September, 
according to the report. 

http://www.treasury.gov/
http://www.whitehouse.gov/blog
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o That’s about $280 million more than the amount finalized in August. 

 As of Oct. 2, the amount theoretically still available in NMTC allocation authority is about 
$4 million. 

 I say theoretically because much of that is already likely unofficially committed and will be 
closing in the coming months. 

 Now, the closing in September wasn’t as large of a spike in QEIs prior to the application 
due date as we’ve seen in previous years. 

 This is because of new rules that applied in this round of application. 

 That said, it is nearly five times the amount of QEI issuance as the prior month.  

 We expect to see a higher amount of QEIs issued over the course of the next few months 
as prior allocatees that applied for additional allocation work to issue qualified equity 
investments by Jan. 30 in order to be eligible for a new allocation of tax credits. 

 To learn more about the Jan. 30 deadline for previous allocatees, look for a thorough 
explanation in this month’s issue of the Novogradac Journal of Tax Credits.  

 And if you have questions about how that deadline could affect your application, I 
encourage you to contact my partner Annette Stevenson in our Cleveland, Ohio office at 
216.298.9000.  
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HISTORIC TAX CREDIT NEWS 

DOI Announces Grants to Support National Register Diversity 

 In historic tax credit (HTC) news, last week Secretary of the Interior Sally Jewell and 
National Park Service Director Jonathan Jarvis announced $500,000 in matching grants to 
help fund 13 projects across the country to increase the number of National Register 
listings associated with underrepresented communities.  

o Specifically, the underrepresented communities associated with the funded 
projects include Latinos, African Americans, Asian Americans and LGBT 
Americans.  

 The grants announced last week will fund surveys and inventories of historic properties 
associated with communities underrepresented in the National Register, as well as the 
development of nominations to the National Register for specific sites.   

o Among other things, being listed on the National Register can be the first step, as 
many of our listeners know, toward rehabilitating a historic property with HTCs.  

 The survey, inventory and nomination grants announced last week are paid for with 60 
percent federal and a match of at least 40 percent state or other nonfederal funds.  

 To learn more about the National Register listing process and how it relates to 
rehabilitating properties with HTCs, you can refer to the May 2014 issue of the 
Novogradac Journal of Tax Credits, which features a column on the subject by Heritage 
Consulting Group’s John Tess.  

 If you’re not already subscribed to the Journal, you can sign up online at 
www.novoco.com/products.  

 

  

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

IEA Releases Solar Energy Reports  

 In renewable energy news, solar could be the most used source of electricity by 2050, this 
according to the International Energy Agency, or IEA.  

o IEA recently released two reports that detail the expected technology 
improvement targets and the policy actions that would be required to achieve this 
goal by 2050. 

 The reports aren’t intended to be forecasts, but instead recommend key actions for policy 
makers for the next five years.  

o These actions include: 
 setting or updating long-term targets for deployment;  
 developing streamlined procedures for providing permits and connection; 

and 
 implementing remuneration schemes that reflect the true value for power 

systems. 

 The reports note that solar photovoltaic systems could generate up to 16 percent of the 
world’s electricity by 2050. 

 To achieve this goal by 2050, IEA says lowering the cost of capital is of primary 
importance. 

 Of particular interest to listeners, these reports are just two of the most recent to highlight 
the importance of clear, credible and consistent signals from policy makers.  

o Inconsistent policies lead to high energy costs, more expensive developments 
and lower investor interests, according to the report.  

 To that end, the Solar Energy Industries Association issued a statement in response to the 
reports noting that policies such as the federal solar Investment Tax Credit, or ITC, pay 
huge dividends for both the economy and environment.  

 
North Carolina Department of Revenue Issues State RETC Guidance  

 In our final segment for today, I have an update out of North Carolina.  

 The state’s Department of Revenue recently issued guidelines for determining the North 
Carolina tax credit for investing in renewable energy property.  

o The credit is equal to 35 percent of the cost of a renewable energy property. 
 The credit can be taken against franchise tax, income tax or the gross 

premiums tax.  

 The guidelines: 
o discuss the history of the credit,  
o explain the various provisions, and 
o provide definitions of key terms. 

 They also  
o include a chart of the ceiling limits for the different kinds of renewable energy 

property,  
o identify eligible and ineligible expenditures, and  
o discuss frequently asked questions.   

 To read the guidelines, go to www.dornc.com.  

 If you have any questions about the guidelines, I encourage you to contact my partner 
Tony Grappone in our Boston, Mass. office at 617.330.1920.  

http://www.dornc.com/

