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

podcast with the general news section, where he shares updates on the deadlines that 

Congress will need to address in the coming months. In the affordable housing section, he talks 

about the 2015 low-income housing tax credit national pool and which five states were the top 

recipients. Then, he’ll have two updates from HUD. One is on the 2016 operating cost 

adjustment factors for project-based assistance contracts. The second concerns public housing 

authorities’ use and reporting of administrative fee reserves. He will also discuss the significant 

regulation changes proposed by California’s Tax Credit Allocation Committee. In new markets 

tax credit news, he tells listeners about an updated and expanded resource for community 

development professionals, the 2015 Novogradac New Markets Tax Credit Handbook. After 

that, he moves on to historic tax credits, where he talks about proposed rule changes for 

Georgia’s state historic tax credit that were prompted by the expansion of the state credit 

enacted in May. He closes out with renewable energy tax credit discussion, which features 

information on a new bill that would make the renewable energy production tax credit a 

permanent part of the tax code. 

 
 
 
Summaries of each topic:  
 

1. General News (2:45 – 6:46) Pages 2 - 3 

2. Low-Income Housing Tax Credits (6:47 – 13:27) Pages 4 - 6 

3. New Markets Tax Credits (13:28 – 14:02) Page 7 

4. Historic Tax Credits (14:03 – 15:08) Page 8 

5. Renewable Energy Tax Credits (15:09 – 17:38) 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, 2015. 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 Agenda Update 

 Much of the news the past few weeks, inside and outside of Washington, D.C., has 
focused on who will replace House Speaker John Boehner.  

 Boehner planned to step down as speaker and retire from Congress at the end of this 
month, Oct. 30. 

 As you know by now, Majority Leader Kevin McCarthy was widely expected to take 
Boehner’s place. 

o However, McCarthy dropped out of the race at the last minute prior to the Oct. 8 
House Republican Conference vote for speaker. 

 But after McCarthy withdrew and the resulting confusion over who will be his replacement, 
Boehner has said he will stay on as speaker until a new one is elected. 

 So now, Republicans are looking for someone who can earn the 218 votes needed to win 
the speakership and, just as importantly, someone who actually wants the job. 

 Many GOP leaders have urged House Ways and Means Chairman Paul Ryan to step up 
and run for speaker. 

 But Ryan has repeatedly said that he is not running for speaker of the House. 

 However, Ryan is under a lot of pressure to change his mind and run. 

 He has expressed some willingness to do so since his consistent denials. 

 The possibility that Ryan might change his mind has kept some of his Republican 
colleagues near the sideline.  

 Case in point: Rep. Bill Flores, a Republican from Texas and Chairman of the Republican 
Study Committee.  

 He announced that he is running for speaker, with one caveat. 
o If Ryan runs for speaker, Flores said that he will step aside to support Ryan. 
o Four other congressmen–Darrell Issa of California, John Kline of Minnesota, 

Lynn Westmoreland of Georgia and Tom Cole of Oklahoma–have made the 
same announcement. 

 As I mentioned, Boehner has said he will stay put until a new speaker is elected. 

 Well, whether it’s Boehner or his replacement, the speaker of the House will have plenty to 
deal with in the coming months. 

 The first task is to negotiate an agreement on the Highway Trust Fund by Thursday, Oct. 
29. 

 That, by the way, is next week. 
o That’s when authorization for spending on the building and maintenance of the 

nation’s roads, bridges and public transportation expires. 
o In July, Congress had passed an $8 billion, three-month extension of funding for 

the Highway Trust Fund. 
o The same month, the Senate passed a three-year transportation bill, known as 

the DRIVE Act. 

 The second order of business is to raise the national debt ceiling. 
o Treasury initially said the $18.1 trillion borrowing limit needed to be raised by 

Nov. 5. 
o Although Treasury Secretary Jack Lew updated his assessment recently by 

saying on Thursday of last week that we would hit the limit Nov. 3. 
o Now when was the last time Congress raised the debt ceiling? 
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 That would be February 2014. 
 Only 28 Republicans voted for that debt-limit increase and the measure 

squeaked by on a 221 to 201 vote, with most Democrats voting for it and 
most Republicans voting against it. 

o Since then, Republicans have gained 13 seats in the House. 
o That means if all Democrats voted for an increase this time, the speaker would 

still need 30 Republican votes to raise the debt limit. 
o A report last week said that Boehner hopes to raise the limit before a new 

speaker is sworn in. 
o That may require a standalone bill, not tied to a budget package. 

 Soon after addressing the debt ceiling, I think you know what comes next, Congress will 
need to pass a budget to keep the government funded through fiscal year 2016. 

o The government is currently “keeping the lights on,” so to speak, with a stopgap 
bill that will expire Dec. 11. 

o And Congress still needs to address tax extenders, which the Senate Finance 
Committee passed in July. 

o It appears likely that Congress will address them with a longer-term spending bill 
past the Dec. 11 deadline. 

 I will keep you updated here and on Twitter as decisions are made.  

 My Twitter handle is @Novogradac. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 

2015 LIHTC National Pool Credits 

 In low-income housing tax credit (LIHTC) news, the IRS last week published the amounts 
of unused LIHTC allocation that were reallocated for calendar year 2015. 

o The national pool exists because a handful of states do not use all of their per-
capita LIHTCs. 

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

o Having a national pool allocation helps ensure that the limited LIHTC resource is 
used by states that need it the most.  

 For 2015, only about $2.6 million of unused LIHTCs were divided among 31 qualified 
states and Puerto Rico.  

o That’s close to the same amount reallocated in 2014.  
o In fact, the 2015 pool was larger than the 2014 pool by just $1.  

 The five states with the largest allocations this year are the same as last year. 

 The top recipients for 2015 are: 
o California, 
o Texas, 
o Florida, 
o New York and 
o Illinois. 

 You can find more details about this year’s recipients at www.taxcredithousing.com.  
o They’re listed in Revenue Procedure 2015-49. 

 And you can read more about how the national pool is an important efficiency mechanism 
for the LIHTC on my blog at Novogradac.wordpress.com.  

 
Operating Cost Adjustment Factors 

 Next, I have news from HUD. 

 Last Tuesday, HUD published the 2016 operating cost adjustment factors (OCAFs) for 
project-based assistance contracts. 

o These factors apply for eligible multifamily housing properties that have an 
anniversary date on or after Feb. 11, 2016.  

 HUD released data for all 50 states, the District of Columbia, the Pacific Islands, Puerto 
Rico and the Virgin Islands.  

 The states with the largest adjustment factors are  
o Illinois and New Mexico at 3.4, 
o Rhode Island and Wisconsin at 3.3, 
o and Nevada at 3.2. 

 This year’s average adjustment factor is about 2.8. 
o That’s higher than last year’s average of about 2.1 and the fiscal year 2014 

average of 1.9. 

 What goes into calculating operating cost adjustment factors? 

 Well, they’re the sum of weighted average cost changes for several things. 

 All of them affect the cost of operating housing properties. 

 They include: 
o  wages,  

http://www.taxcredithousing.com/
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o employee benefits, 
o property taxes,  
o insurance,  
o supplies and equipment,  
o fuel oil,  
o electricity,  
o natural gas and water/sewer/trash, and such items as that.  

 Again, the 2016 OCAFs are effective Feb. 11, 2016. So that’s Feb. 11, next year. 

 You can access the notice listing the OCAFs for 2016 at www.hudresourcecenter.com.  
 
Updated Guidance on PHA’s use and reporting of administrative fee reserves 

 In other HUD news, HUD’s Office of Public and Indian Housing recently issued guidance 
to public housing agencies. 

 HUD provides guidance on the use and reporting of administrative fee reserves for the 
Housing Choice Voucher program.  

o PHA administrative fees can only be used to cover costs incurred to perform 
PHA administrative responsibilities for the Housing Choice Voucher program.  

o If a surplus remains at the end of the fiscal year, the surplus will be added to the 
administrative fee reserves.  

 Notice PIH-2015-17 makes only minor revisions to previous guidance on the subject that 
was issued in Notice PIH 2010-7 in March 2010.  

 The new notice responds to Office of the Inspector General recommendations to 
implement controls and require reconciliation of administrative fee reserves.   

 HUD also provides updated guidance on the reporting of administration fee reserves and 
use of these reserves when faced with insufficient funding. 

 My partner Susan Wilson in our Austin, Texas, office says this notice is significant 
because it requires changes to the treatment and reporting of administration fees, which 
will be monitored by the Quality Assurance Division via on-site and remote reviews.  

o Incorrect reporting of administrative fees will result in the need for corrective 
action plans to be developed by the PHA, she said.  

 To read Notice PIH-2015-17, go to www.hudresourcecenter.com.  

 And if you have any questions about reporting administrative fee reserves, please contact 
my partner, Susan Wilson.  

 
California TCAC Proposed Changes 

 In state-level news, California’s Tax Credit Allocation Committee, or TCAC, recently 
released its final proposed changes for its LIHTC program. 

 The original proposals were released in July. 
o There were four public hearings after that, along with a time for written 

comments. 
o The list of final proposals included responses and revisions based on the 

feedback. 

 The staff proposed 58 changes that were in the original proposal or were updated in the 
revision issued Sept. 8. 

o An additional 26 changes were modified after getting feedback on the revised 
draft proposed regulation changes. 

o Also, the staff withdrew 11 changes. 

http://www.hudresourcecenter.com/
http://www.hudresourcecenter.com/
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 One of those changes that were withdrawn included a mandate for new 
developments to require the contribution of a share of net equity from a 
future transfer to a trust fund to be used for affordable housing. 

 Among the most significant items is a proposal to continue to require a capital needs 
assessment and the written approval by the executive director upon the purchase or 
refinance of a property. 

o There are some other suggested minor changes, but the requirement for 
significant TCAC oversight remains. 

 My partner Stacey Stewart from our Dover, Ohio, office leads and coordinates the LIHTC 
Working Group, which commented on the proposed changes. 

 Stacey notes, and I agree, that the TCAC has been very responsive to its industry 
partners in making the changes reflected in the proposed regulations, based on feedback. 

o She also said the proposed regulations are admirable in terms of accountability, 
maintenance and sustainability of affordable housing. 

o However, she said there are some proposals that could have unintended 
consequences that create challenges in financing and asset managing affordable 
housing projects. 

 The committee will meet Wednesday to vote on adopting the changes. 
o I will update you on Twitter as to what happens. 
o My Twitter handle is @Novogradac. 
o We also will send out an email alert. 
o You can sign up for that by going to www.taxcredithousing.com, hovering over 

“News” and clicking on “Industry Alerts.” 

 

 

 

  

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

Updated NMTC Handbook 

 In new markets tax credit (NMTC) news, I’m happy to announce that the 2015 Novogradac 
New Markets Tax Credit Handbook is available. 

 The 2015 edition features updated regulations and guidance from the CDFI Fund and the 
IRS. 

 The book also expands discussions about 
o NMTC structure components, 
o statutory requirements for qualified equity investments and 
o the CDFI Fund’s “2014 Certification, Compliance, Monitoring And Evaluation 

FAQs.” 

 You can order your copy at www.novoco.com/products.  
  

http://www.novoco.com/products
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HISTORIC TAX CREDIT NEWS 

Georgia Issues Proposed State HTC Rule Changes 

 In historic tax credit (HTC) news, Georgia this month proposed a change to the rule for its 
state HTC program. 

 The proposed change reflects the Georgia HTC expansion bill that was enacted in May of 
this year. 

o That legislation raised the maximum credit amount from $300,000 to $5 million 
for most projects. 

o And the cap is $10 million for projects that either 
 create 200 or more full-time, permanent jobs; or 
 have $5 million in annual payroll within two years of the placed-in-service 

date. 

 My partner Brad Elphick, in our metro Atlanta office, notes that the expansion of the state 
credit allows developers to leverage more tax credit equity for their projects. 

o That should drive more interest in rehabilitating Georgia’s historic structures. 

 The legislation also allows Georgia HTCs to be sold or transferred. 

 The deadline to submit comments on the proposed rule is Nov. 17. 

 H.B. 308 goes into effect Jan. 1, 2016. 

 For additional questions or if you have additional comments, please reach out to Brad 
Elphick in our Atlanta office. 
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RENEWABLE ENERGY TAX CREDIT NEWS 

PTC Bill Introduced 

 In renewable energy tax credit (RETC) news, an Illinois congresswoman introduced 
legislation to make the production tax credit (PTC) permanent. 

 Rep. Jan Schakowsky, a Democrat, introduced the Prioritizing Energy-Efficient Renewable 
Act. 

o It’s also known as the PEER Act. 

 The bill would permanently extend the PTC and end three oil and gas industry tax credits. 
o As you know, the PTC requires renewal by Congress; it expired at the end of last 

year.  
o Although a two-year extension is included in tax-extender legislation that the 

Senate is considering. 

 The PEER Act had 26 cosponsors when it was introduced. 
o All are Democrats.  
o The bill was assigned to the Ways and Means Committee. 
o Novogradac’s Peter Lawrence points out that neither Rep. Schakowsky nor any 

of her cosponsors are on the Ways and Means Committee, the House’s tax 
writing committee.  
 This means the bill has a slimmer chance of progressing in Congress than 

it would if one of the cosponsors were on the committee.  

 The PEER Act is similar to legislation Schakowsky introduced two years ago. 

 It’s also worth noting that Schakowsky’s latest PTC bill was introduced the same week that 
Sen. James Lankford proposed legislation to eliminate the PTC, though in the year 2026. 

o Rep. Kenny Marchant of Texas earlier proposed a companion bill in the House. 
o I should not Rep. Marchant is a member of the House Ways and Means 

Commtitee. 

 As Peter points out, the PTC is a heavily partisan issue. 
o The 47 cosponsors of the Marchant bill are Republicans. 
o Lankford’s legislation doesn’t yet list any cosponsors. 

 My partner Stephen Tracy in our San Francisco office says it’s obviously a positive for 
those renewable energy supporters to see a bill proposing to make the PTC permanent. 

o The PEER Act is especially encouraging as juxtaposition to the recent bills 
calling for the PTC’s elimination. 

o Stephen suggests that perhaps we can hope that Sen. Chuck Grassley can help 
the two parties find a common ground that makes sense for the industry. 
 Grassley, as you know, is a Republican but also is a key supporter of the 

PTC and is a senior member of the Senate Tax Writing Committee and 
Senate Finance Committee. 

 You can see the PEER Act, and the PTC elimination bills, at www.energytaxcredits.com. 

 

 

http://www.energytaxcredits.com/

