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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, discusses IRS 

Commissioner John Koskinen’s letter to Sen. Ron Wyden about tax extenders legislation. In the 

low-income housing tax credit segment, he analyzes trends in the 2015 designated difficult 

development areas, and reviews private letter ruling 201440013, which addresses Section 1602 

funding. In the new markets tax credit section, he reviews the CDFI Fund’s announcement 

about NMTC demand in Round 12 , and discusses the Treasury’s guarantee of an additional 

$200 million through the CDFI Bond Guarantee Program. Next, in the historic tax credit 

segment, he reports on Rep. Niki Tsongas’ support for the federal historic tax credit, and he 

imparts information about the Ohio state historic preservation tax credit’s incorporation of a new 

catalytic designation. Finally, in the renewable energy tax credit segment, he explores the role 

of tax credits in the Texas energy market through the report, “Texas Power Challenge: Getting 

the Most from Texas Energy Dollars.” 

 

Summaries of each topic:  

1. General News (1:53 – 4:52) Page 2 

2. Low-Income Housing Tax Credits (4:53 – 8:49) Pages 3 - 4  

3. New Markets Tax Credits (8:50 – 13:52) Pages 5 - 6 

4. Historic Tax Credits (13:53 – 17:56) Pages 7 - 8 

5. Renewable Energy Tax Credits (17:57 – 19:48) 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 

IRS Letter Urges Congress to Decide Course of Action for Tax Extenders 

 In general news, I have an update about tax extenders. 

 Last week, Internal Revenue Service (IRS) Commissioner of Internal Revenue John 
Koskinen sent a letter to Senate Finance Committee Chairman Ron Wyden about tax 
provisions that expired at the end of 2013. 

 Previous IRS Commissioners have also sent similar letters about tax provisions that have 
expired in prior years. 

o As many listeners are aware, the expired provisions include provisions related to 
the low-income housing tax credit, new markets tax credit, renewable energy tax 
credits and others.  

 In the letter, Koskinen says that it is important that Congress decide as early as possible 
whether or not to extend these provisions. 

 That is a theme in prior IRS Commissioner letters as well. 

 He suggests a decision about tax extenders should be made by no later than the end of 
November to allow the IRS the opportunity to minimize disruptions or delays in the 
upcoming 2015 tax filing season.  

 It’s worth noting Koskinen’s letter, as in previous letters, does not express support for tax 
extenders, it only urges a decision be made to avoid operational and compliance risks.  

 Koskinen warns that if uncertainty about the status of tax extenders continues into 
December or later, it could force the IRS to postpone the opening of the 2015 filing season. 

o Furthermore, if Congress waits until 2015 and then enacts retroactive tax law 
changes affecting 2014, he noted that the operational and compliance challenges 
would be even more severe, including  

 service disruption,  

 millions of tax payers needing to file amended returns, and  

 substantially delayed refunds. 

 To avoid these problems, Koskinen urges Sen. Wyden and his colleagues in Congress to 
address these extenders as quickly as possible.  

 The following day, Sen. Wyden, Chairman of the Senate Finance Committee, issued a 
statement in response.  

 He noted that the Senate Finance Committee had passed tax extender legislation with 
strong bipartisan support six months ago.  

o Listeners will recall the EXPIRE Act would  
 extend the rate floor for the 9 percent LIHTC and create a rate floor for 

volume cap 4 percent credits for acquisitions; 
 extend the new markets tax credit program and authorize up to $3.5 billion 

in qualified equity investments annually for 2014 and 2015, and  
 extend the production tax credit through Dec.31, 2015 and enable 

developers to choose to claim the renewable energy investment tax credit 
instead of the production tax credit. 

 To read more about the EXPIRE Act and where it might fit on the congressional calendar, 
I invite you to read this month’s Washington Wire.  

o You can find it online at www.novoco.com/journal.  

 To read the letter that was sent by Commissioner Koskinen to Sen. Wyden, go to 
www.novoco.com and click on the tax extenders link on the Hot Topics page. 

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

Detailed 2015 DDA Analysis  

 In low-income housing tax credit (LIHTC) news, I have a follow up to one of our news 
items from last week. 

 I mentioned that the U.S. Department of Housing and Urban Development (HUD) has 
designated its difficult development areas (DDAs) and qualified census tracts (QCTs) for 
2015. 

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

 As promised, Novogradac & Company has analyzed the DDA designations to determine 
how they have changed for this year. 

 Here are some highlights of 2015 DDAs compared to 2014. 

 First, let’s talk about metropolitan DDAs. 
o Nationally, HUD has added 9 metro counties to the DDA list and has dropped 19 

counties. 
o Vermont added 35 metro components to its only DDA metro county, while it lost 

three. 
o Meanwhile, Puerto Rico lost 62 metro components across nine DDA metro 

counties and none were added.  
o HUD added metro DDAs in Alaska, Arkansas and Pennsylvania.  

 These states didn’t have any metro DDAs in 2014.  
o On the flip side, the metro DDAs in Georgia, North Carolina and South Carolina 

were all eliminated from the 2015 list.  

 Now let’s take a look at non-metro DDA designations. 

 Nationally, HUD added 114 non-metro counties and dropped 88 from the DDA list. 

 By far, Georgia has the highest number of additions. 
o It has 54 new counties designated as DDAs for 2015. 
o And only dropped two counties that were previously designated as DDAs. 

 The state with the second-highest number of new DDAs is Louisiana, with 18. 
o Only one DDA in Louisiana lost its designation on the 2015 list.  

 Maryland, Montana, Ohio and West Virginia each lost all of their non-metro DDAs without 
any new ones being added to the 2015 list. 

 You can find a complete copy of the 2015 DDAs and QCTs on our affordable housing 
website at www.taxcredithousing.com.  

 If you have any questions about the designations, particularly regarding the transition 
rules, if you have properties that are transitioning in or out, please call my partner Jim 
Kroger in our San Francisco office at 415.356.8000.  

 
IRS Issues PLR on Section 1602 Tax Credit Exchange Program 

 In other news, the Internal Revenue Service (IRS) issued a private letter ruling this month 
that confirms general industry understanding about treatment of Section 1602 tax credit 
exchange program grants. 

 In the private letter ruling (PLR), the IRS holds that a sub-award made under the tax credit 
exchange program is excluded from the gross income of recipients and is exempt from 
taxation. 

http://www.taxcredithousing.com/
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 Also, the PLR confirmed that a Section 1602 grant didn’t reduce the tax basis of a 
qualified low-income building. 

 The PLR concluded that shareholders of an S corporation that was formed to develop a 
LIHTC property do increase their basis in their stock of the S corporation, to the extent that 
they are allocated a share of tax-exempt income from the Section 1602 sub-award. 

 It is important to note that PLRs are issued to the particular taxpayers who request them 
and may not be cited or relied upon for precedent. However, they can provide insight into 
how the IRS might view similar situations.  

 You can find a copy of private letter ruling 201440013 online at 
www.taxcredithousing.com.  

 If you have any questions, please contact my partner Nicolo Pinoli in our Portland office at 
503.821.2700. 

 

 

  

http://www.taxcredithousing.com/
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NEW MARKETS TAX CREDIT NEWS 

Round 12 Demand Exceeds Supply 4:1  

 In new markets tax credit news (NMTC), the CDFI Fund last week shared news about the 
12th round of NMTC allocations.  

 As listeners who subscribe to Novogradac’s Industry Alert emails already know, the CDFI 
Fund announced last week that it received 263 applications under the 2014 NMTC 
allocation application round.  

 This year’s applicants were community development entities headquartered in 44 states, 
the District of Columbia, Guam and Puerto Rico.  

 They requested a total of $19.9 billion in allocation authority.  

 This amount is proportionally higher than demand for the last allocation application round, 
in part because the last round was originally opened as a combined 2013 and 2014 round.  

o As you know, however, the 11th round ended up being limited to NMTC authority 
for calendar year 2013 only at a $3.5 billion level.  

 That said, demand in the 11th round at the time of the application deadline outstripped 
supply by a ratio of 3 to 1. 

 By comparison, demand for the 12th round exceeds supply by nearly 4 to 1. 

 It’s clear that funding for the NMTC program is nowhere near the level of demand.  

 For the $19.9 billion in NMTC allocation authority requested in this round, only as much as 
$5 billion may be available under the authorization NOAA requests.  

o Unfortunately, it’s more likely that the allocation amount of $3.5 billion would be 
available.  

o Remember, any NMTC allocation authority for calendar year 2014 still has to be 
authorized by Congress, hopefully in extenders legislations in December.  

 Whatever the amount authorized for 2014 is, demand clearly outstrips supply.  

 These recent figures do bolster a case for not just preserving, but expanding the NMTC 
program.  

o This continues to be particularly important as lawmakers discuss and consider 
tax reform.  

 As such, I encourage you to share these figures with your Representatives and Senators.  
o When you reach out, you can also include a list of investments made in their 

district or state.  
 You can get that information from the free mapping tool that can be found 

on our web site at www.novoco.com.  
o You might also want to include an information packet with a couple of articles 

from the Journal of Tax Credits that feature projects in the representatives’ 
districts or states.  
 An archive of articles from the Journal of Tax Credits can be found at 

www.novoco.com/journal.   
o These details are a great way of demonstrating the program’s success, bringing 

it home to their districts and their states.  

 If you’d like to see more detail about this round’s demand, and how it compares to 
demand in previous rounds, check out the Notes from Novogradac blog at 
novogradac.wordpress.com.  

http://www.novoco.com/
http://www.novoco.com/journal
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 To hear more about what lies ahead for the NMTC program, including prospects for 
program extension during Congress’s lame duck session in November/December, I invite 
you to join us for the Novogradac NMTC Conference on Oct. 23-24 in New Orleans. 

 
Treasury Guarantees Additional $200 Million through CDFI Bond Guarantee Program 

 In other community development news, Treasury announced this month that it had 
guaranteed another $200 million through the CDFI Bond Guarantee program for fiscal 
year 2014.  

 The announcement brings the total amount guaranteed through the program to $525 
million. 

 Under the program, CDFIs can issue federally backed bonds. 
o The proceeds from those bonds will provide long-term, fixed-rate capital for 

projects in low-income neighborhoods. 

 Treasury said that four eligible CDFIs have received bond loans from the Community 
Reinvestment Fund, as qualified issuers for fiscal year 2014: 

o The Low Income Investment Fund received $65 million. 
o Capital Impact Partners and the Reinvestment Fund each received $55 million. 
o And IFF received $25 million. 

 These CDFIs will invest in projects, such as  
o healthcare facilities, 
o charter schools and 
o affordable housing. 

 I should point out that Congress had authorized up to $750 million in guarantees for fiscal 
year 2014. 

o However, the CDFI Fund reports that applicants requested only $300 million. 
o And of that, only $200 million was approved. 
o That means $550 million in bond guarantees that could have been issued are 

now no longer available. 

 As many of you know, the bond program expired at the end of last month. 

 In order for the program to continue, Congress would need to reauthorize it. 
o Even if Congress does extend the program, the unissued bond guarantees that 

were left over from this year will not be available. 

 President Obama has proposed extending the program in his fiscal year 2015 budget. 

 To learn more about the program, please contact my partner Diana Letsinger in our Long 
Beach office at 562.432.9482. 
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HISTORIC TAX CREDIT NEWS 

Tsongas Expresses Supports HTC 

 In historic tax credit (HTC) news, U.S. Congresswoman Niki Tsongas this month 
expressed her support for preserving the effectiveness of the federal HTC. 

 She expressed this support in Marlborough, Mass. while touring the headquarters of a 
window and door manufacturing facility that specializes in historic renovation projects.  

 Universal Window and Door reports that it has been part of more than 75 projects listed on 
the National Register of Historic Places.  

 The president and CEO of Universal, Tony Muraco, said the HTC has had a major positive 
effect on his company and on the local economy. 

 Congresswoman Tsongas also voiced her support for resources that enable historic 
rehabilitation.  

 This visit is a good example of the kind of exposure to the benefits of tax credits that can 
go a long way toward communicating the importance of a tax provision to lawmakers.  

 To access tools to reach out to your representatives in Congress, I encourage you to visit 
the Historic Tax Credit Coalition web site at historiccredit.com.  

 
Ohio HTC Incorporates Catalytic Program  

 In other HTC credit news, I have a state-level update out of Ohio. 

 The Ohio Development Services Agency is currently reviewing applications for the 13th 
round of the state’s HTC.  

 For Round 13, the agency received 51 applications seeking $170 million in allocations. 
o Each round of the program is capped at $30 million, so you can see demand is 

significant and greatly exceeds supply.  
o Demand is higher in fact than the last round, wherein 49 applicants, only two 

fewer, requested $91 million in HTCs. 

 One factor for this increased demand may be that the Ohio HTC now includes a new 
catalytic designation.  

o This new designation was signed into law in June by Ohio Gov. John Kasich.  
o Of the $170 million in HTCs requested for the 13th round, $93 million was 

requested under the catalytic designation.  

 In addition to the $30 million cap per round, the program has a $5 million individual 
development cap. 

 However, with the new catalytic designation, one development may receive an allocation 
of up to $25 million.  

o Catalytic projects are defined as those projects that will foster economic 
development within 2,500 feet of the historic building being renovated.  

 The development receives the $25 million allocation in increments. They receive $2.5 
million in credits in this round, and each of the twice annual rounds over the next five 
years. 

 As such, only $27.5 million in allocations would be available for all other developments in 
any given round. 

o The Ohio Development Services Agency said that this has caused some 
confusion, and wanted to reiterate that the $25 million in the catalytic award will 
not be taken from one individual round, but rather, will be taken over 10 rounds 
over five years.  

http://historiccredit.com/
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o To reduce the impact that the catalytic project would have on the program during 
any fiscal year, only one catalytic project may granted an allocation in each two-
year state budgetary cycle.  

 While it seems that this new designation may have contributed to the increase in demand 
this round, the Ohio Development Services Agency reports the program’s popularity has 
been steadily increasing over the last few years.  

o The agency credits this increase in the popularity to the economy recovering and 
construction picking back up.   

 The Ohio Development Services Agency expects to announce Round 13 HTC awards, 
including the catalytic designations, in mid-December.  

 In the meantime, to learn more about the Ohio HTC please contact my partner Tom 
Boccia in our Cleveland office at 216.298.9000.  
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RENEWABLE ENERGY TAX CREDIT NEWS 

Role of Tax Credits in the Texas Energy Market  

 In renewable energy tax credit news (RETC), I have an update from Texas. 

 Recently, the Texas Comptroller of Public Accounts released a report discussing the 
challenges Texas utilities, transmission companies and power generators face to remain 
affordable, competitive and reliable. 

 The report focuses on ways of providing affordable power to Texans and the financial, 
technological and planning challenges that lie ahead in Texas’ energy sector.  

 But it also discusses how RETCs, such as the investment tax credit (ITC) and production 
tax credit (PTC), have affected the state’s energy market.  

 For example, the report says that because of the substantial value of the federal PTC, the 
dynamics of the energy market are artificially skewed. 

o As most listeners know, the PTC expired for new renewable projects that began 
construction after Dec. 31, 2013. 

 On the positive side: 
o The report found that the combination of legislation, plentiful natural gas 

reserves, federal PTCs and property tax reductions subsidizing wind farms 
significantly influenced new generation development.  
 In fact, the report says that between 1992 and 2012, a 20 year period, 

Texas generation capacity from all sources increased by almost 56 percent, 
according to the report.  

 The report acknowledges that incentives such as the PTCs and ITCs were valuable tools 
to get the renewable energy sector up and running. 

 A copy of the report can be found online at www.window.state.tx.us.  
o It is titled, “Texas Power Challenge: Getting the Most from Texas Energy 

Dollars.”  
 
 
 
 
 
 

http://www.window.state.tx.us/

