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In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac, CPA, starts off with the 

general news section, where he talks about what congressional leaders have in mind for tax 

reform. In the low-income housing tax credit section, he discusses how $2.6 million unused low-

income housing tax credits will be reallocated for 2017. He also outlines HUD’s announcement 

of difficult development areas and qualified census tracts for 2017. After that, he moves on to a 

HUD final rule that explicitly excludes tax credit investors from previous participation reviews. In 

community development news, he tells listeners about the CDFI Fund’s draft of its allocation 

agreement for the upcoming new markets tax credit allocation round and how to submit 

comments on it. He also highlights H.R. 6213, a new bill that could help increase the amount of 

new markets tax credit investments in tribal communities. In the historic tax credit section, he 

summarizes a letter that the Historic Tax Credit Coalition sent to the IRS regarding the proposed 

temporary regulations on Section 50(d) income. And, he closes out with renewable energy tax 

credit news, where he discusses a U.S. Energy Information Administration report what role  the 

investment tax credit and the production tax credit play in the future of carbon dioxide 

emissions. 

 

 

Summaries of each topic:  
 

1. General News (2:54 – 5:55) Page 2 

2. Low-Income Housing Tax Credits (5:56 – 10:57) Pages 3 – 4  

3. New Markets Tax Credits (10:58 – 14:16) Pages 5 – 6   

4. Historic Tax Credits (14:17 – 17:46) Pages 7 – 8   

5. Renewable Energy Tax Credits (17:47 – 19:33) 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, 2016. 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. 
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GENERAL NEWS 

Tax Reform 

 As I mentioned at the beginning of this podcast, last Saturday marked the 30th anniversary 
of the Tax Reform Act of 1986. 

 And as I mentioned, one of the provisions of the law created the low-income housing tax 
credit. 

 As a whole, the Tax Reform Act of 1986 was one of the largest overhauls in history to 
attempt to simplify the tax code. 

 Now, thirty years later, Congress is again considering comprehensive tax reform. 

 Just last week, House Ways and Means Committee Chairman Kevin Brady wrote an op-
ed in the National Review, calling on Congress to pass tax reform that promotes economic 
growth. 

 Chairman Brady hopes to use a policy platform that House Republicans released this year 
called, “A Better Way.” 

 The agenda was spearheaded by House Speaker Paul Ryan. 

 The plan would: 
o eliminate dozens of special-interest loopholes, 
o lower tax rates for individuals and families and 
o consolidate seven income-tax brackets into three. 

 The Republicans’ “A Better Way” plan also calls to lower the corporate tax rate to a flat 20 
percent. 

 House Republicans aren’t the only ones interested in tax reform though, and they’re not 
the only ones interested in lowering corporate taxes. 

 Across the Hill and across the aisle, they may find an ally in the man who is likely to 
become Senate majority leader if the Democrats take control of the Senate after the 
elections: Sen. Chuck Schumer. 

 Sen. Schumer said he’s interested in international tax reform. 

 Namely, Schumer wants to bring back corporate money that’s being kept overseas by 
using a one-time repatriation tax. 

 As an incentive to agree to the lower tax rate repatriation tax, Schumer would propose 
cutting the corporate tax rate.  

 As an incentive to agree to the lower tax rate repatriation tax, Schumer would propose 
cutting the proposed corporate tax rate.   

 Of course, the details of any proposed tax reform have yet to be hashed out. 

 But it’s worth looking at now how certain changes could affect the tax credit world. 

 So let’s take a look at lower corporate tax rates. 

 The idea of reducing corporate tax rates has been floating around Washington for years. 

 In fact, Novogradac & Company produced a special report a few years ago with 
conclusions that still hold true today. 

 That report concluded that lower corporate tax rates and extended depreciation lives could 
affect the amount of equity raised through the low-income housing tax credit. 

 In sum, those tax reform measures could mean a loss of anywhere between $220 million 
to nearly $1 billion a year, or even possibly more. 

 That’s up to $1 billion a year in equity that’s used to finance affordable rental housing. 
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 As such, it’s imperative for tax credit participants to remind their representatives in 
Washington that unintended consequences of certain tax reform proposals could have 
significant effects on our country’s most vulnerable families and communities. 

 You can read more about tax credits and tax reform at www.novoco.com.  
  

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

2016 LIHTC National Pool  

 In affordable housing news, the IRS last week announced that slightly more than $2.6 
million in unused low-income housing tax credits (LIHTCs) will be reallocated to 34 states. 

o The reallocated credits are those that were not used last year. 
o The unused credits were placed in a national pool and were reallocated to states 

that request them. 

 California, as is tradition, received the largest carryover again this year, gaining more than 
$400,000 in LIHTCs. 

 Eight other states received at least $100,000 in carryover credits. 
o Those states are: 
o Florida, 
o Georgia, 
o Illinois, 
o Michigan, 
o New York, 
o North Carolina, 
o Ohio and 
o Pennsylvania. 

 This was the fifth-consecutive year that the LIHTC carryover was between $2 million and 
$3 million. 

 Noticeably missing this year is the state if Texas. 

 Having this national pool allocation is another way to ensure that the LIHTC is used by the 
states that need it most. 

 The fact that the carryover amount is consistent shows that the demand for the credit 
remains steady, and there’s not much that gets reallocated to other states. 

 You can see the details of the list at www.taxcredithousing.com. 
o The amounts are listed in Revenue Procedure 2016-52. 

 You can also read more about the carryover of allocation in my Notes from Novogradac 
blog, at www.novoco.com. 

2017 DDAs, QCTs 

 In other news, HUD last week released its list of difficult development areas and qualified 
census tracts for the year 2017. 

o They are also referred to as DDAs and QCTs. 

 Those are areas, as you know, where LIHTC developments are eligible for a 30 percent 
bonus subsidy. 

 The new DDAs and QCTs go into effect Jan. 1, 2017. 

 There’s a change from last year, when the new DDAs and QCTs were delayed until July 1. 
o As you remember, that was because of a change in how DDAs inside 

metropolitan statistical areas are divided. 
o Last year’s change switched the way those areas were broken up, changing from 

counties to ZIP codes. 
o In turn, that created a new category called small area difficult development areas, 

or SADDAs. 

 SADDAs are still in the news. 

http://www.taxcredithousing.com/
http://www.novoco.com/
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o HUD’s notice last week included the announcement that it’s implementing a 
minimum population requirement for metropolitan SADDAs. 

o HUD is doing this to avoid designating areas unsuitable for residential 
development, such as airports. 

o As I said earlier, being located in a DDA or QCT allows LIHTC developments as 
much as a 30 percent boost of eligible basis for new construction and 
rehabilitation costs; which in turn means a larger potential tax credit allocation 
and a larger equity investment. 

o A larger equity investment can make possible deeper income targeting; an 
otherwise challenging project to finance. 
 This allows more extremely low-income households to afford housing. 

 You can see the lists of 2017 DDAs and QCTs at www.taxcredithousing.com. 

 We’ll also going to have more information on what the changes mean in the Notes from 
Novogradac blog at www.novoco.com, as well as some very good charts as to how QCTs 
and DDAs have changed from 2016 to 2017. 

HUD Previous Participation Rule 

 In other news, HUD last week confirmed good news for tax credit investors regarding the 
final rule on its previous participation review policy. 

 In essence, the policy requires applicants that want to participate in HUD’s multifamily 
housing and health care programs to undergo a review to ensure they acted responsibly in 
their previous participation in HUD programs. 

 This review is one way in which HUD evaluates the financial and operational risk to the 
developments in these programs. 

 The good news for tax credit investors? 

 HUD notes that tax credit and passive investors are specifically excluded from review. 

 This includes syndicator and direct investor entities in properties that used LIHTCs, 
historic tax credits, new markets tax credits or other tax credits. 

 Those entities remain protected by the exclusion as long as they don’t exercise day-to-day 
control or seek other involvement in the investment that would trigger a previous 
participation review. 

 HUD confirmed this exclusion for tax credit investors in the final rule in response to some 
comments submitted earlier this year on HUD’s proposed rule. 

 The commentators asked for HUD to explicitly say that tax credit and passive investors 
are excluded from review. 

 The commentators got their wish and HUD made the clarification. 

 Through this revised final rule, HUD replaces the current previous participation regulations 
in their entirety. 

 This new regulation becomes effective on Nov. 14.  

 To read the notice, go to www.hudresourcecenter.com.  

 If you have specific questions, please reach out to Susan Wilson, in our Austin, Texas 
office.  

 
  

http://www.taxcredithousing.com/
http://www.novoco.com/
http://www.hudresourcecenter.com/


Summary: October 25, 2016 
 

NEW MARKETS TAX CREDIT NEWS 

Draft Allocation Agreement 

 In new markets tax credit (NMTC) news, the CDFI Fund last week released a draft of its 
allocation agreement for the upcoming 2015-2016 allocation round. 

 The 45-page document contains several updates which are highlighted for ease of review. 

 The revisions include: 
o New information about Native lands that is required in the section on innovative 

investments, 
o deadlines for qualified low-income community investments, 
o an addition to the definition of projects serving targeted populations, and 
o to many, most significantly, an update on the use of qualified equity investments 

to repay or refinance expenditures of a debt or equity provider whose capital was 
used to find the QEI; that’s also referred to as those FAQ 42, 43 and 44 issues. 

 The Novogradac New Markets Tax Credit Working Group will submit comments on the 
allocation agreement draft. 

 If you’re interested in the working group considering some of your comments, please send 
an email to cpas@novoco.com. 

 As you know, the CDFI Fund is expected to announce the awardees of its record $7 billion 
NMTC allocation in the coming weeks. 

 You can find the draft of the allocation agreement at www.newmarketscredits.com. 
 

NMTC Tribal Communities Bill (H.R. 6213) 

 In other community development news, a bill was introduced recently that could help 
increase private investments in tribal communities through the NMTC program. 

 This bill proposes three specific changes. 

 First, it would create a CDFI Fund program to teach underserved communities the 
potential benefits of the NMTC. 

o And, by underserved communities, I mean ones where community development 
entities make a relatively low amount of investments. 

 Second, the bill would make a change to the NMTC application for allocation authority. 
o The bill would codify a current incentive in the NMTC application for community 

development entities to invest in Indian country. 
o If the incentive is codified, then community development entities that primarily 

serve Indian countries could have a competitive edge in receiving tax credits. 

 The bill’s third proposal would guarantee that at least one qualified community 
development entity whose primary mission is to serve Indian country would receive 
allocation in each round. 

 The bill is H.R. 6213, and it was introduced by Rep. Denny Heck, a Democrat from 
Washington. 

 And the bill has five cosponsors. 
o Two of them are Republicans: 

 Kristi Noem from South Dakota and 
 Tom Cole from Oklahoma and  

o The three Democrats are: 
 Betty McCollum from Minnesota, 
 Gwen Moore from Wisconsin and 

http://www.newmarketscredits.com/
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 Derek Kilmer from Washington.  

 Cole and McCollum are co-chairs of the Congressional Native American Caucus. 

 By the way, finding ways to leverage the NMTC in underserved areas was one of the 
panel topics at our Novogradac 2016 New Markets Tax Credit Conference last week. 

 To learn more about how to overcome the challenges of investing in underserved areas, I 
encourage you to contact my partner Owen Gray in our San Francisco office.  
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HISTORIC TAX CREDIT NEWS 

HTCC Comments 

 In historic preservation news, the Historic Tax Credit Coalition (HTCC) last week 
submitted comments on the IRS’s proposed temporary regulations concerning Section 
50(d) income. 

 As you know, the IRS proposed rules in July concerning the income inclusion regulations 
under Section 50(d)(5) of the Internal Revenue Code. 

o The regulations are applicable to the lessee of an investment credit property 
when the lessor of the property elects to treat the lessee as having acquired the 
property so the lessee can claim the tax credits. . 

o In this case, it applies to historic tax credit (HTC)-financed properties.  
o Also though, it does apply to renewable energy tax credit properties, but the 

HTCC was looking at this from the view of historic tax credits.  

 The comment period on the temporary regulations ended Thursday, a day after the HTCC 
submitted its comments. 

 The HTCC comments covered five areas: 
o First, a request that the IRS include a provision that permits parties in the 

transaction to make an irrevocable election to reduce the basis of the property by 
the amount of unrealized 50(d) income after the lease is terminated or the credit 
claimant disposes of its interest in the lessee. 
 This is in lieu requiring the credit claimant to continue to report its allocable 

share of the unrealized 50(d) income over the balance of the depreciable 
life of the asset. 

o Second, the HTCC requested a change in the effective date of the proposed 
regulations.  
 The effective date would be changed to apply to property subject to a 

binding lease executed on or after Sept. 19, 2016. 
 Rather than focusing on the placed in service date, it would focus on when 

a binding lease was executed. 
o Third, there was a request for clarification on how to apply the new regulations to 

projects with multiple placed-in-service dates for various buildings. 
o Fourth, the HTCC has asked, in the interest of avoiding future disputes, that the 

IRS state that it doesn’t intend to challenge good-faith tax positions taken by 
taxpayers ahead of the effective date. 
 The coalition suggested that the IRS could make that point in the preamble 

to the rules. 
o And finally, the letter requested that 50(d) income be reported over the same 

depreciation recovery period and convention as is used by the owner. 

 My partner Tom Boccia, in our Cleveland office, says that these are all significant issues 
that the IRS should consider. 

 Tom said the most important one is probably the item concerning reducing the basis of the 
property by the amount of unrealized 50(d) income. 

o Tom notes that would provide greater flexibility for structuring transactions and 
ultimately lead to increased investor equity without a loss in tax revenues. 

 These temporary regulations, you should know, are effective upon publication in the 
Federal Register. 
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o In this case, that was September. 
o So the temporary regulations can be in effect no longer, though, than three 

years. 

 The next likely step is for the IRS to issue final regulations after it reviews the comments, 
although it can ask for further comment before doing so, but certainly within the three-year 
period. 

 I do sit on the HTCC board and was involved in the development of these five comments, 
but I’d encourage you, if you have questions, to send an email to cpas@novoco.com, or 
contact my partner, Tom Boccia in our Cleveland, Ohio office. 

  

mailto:cpas@novoco.com
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RENEWABLE ENERGY TAX CREDIT NEWS 

Energy Information Administration Report 

 In renewable energy tax credit (RETC) news, the U.S. Energy Information Administration 
this month released a report that energy-related carbon dioxide emissions for the first half 
of 2016 were the lowest since 1991. 

o Part of that is thanks to RETCs. 

 The first six months of 2016 saw an approximate total of 2.5 billion metric tons of carbon 
dioxide emissions related to energy. 

 This sets the stage for 2016 to have the lowest annual level of energy-related carbon 
dioxide emissions since the year 1992. 

 The administration’s short-term energy outlook projects that carbon dioxide emissions will 
total only 5.2 billion metric tons in 2016. 

 As I mentioned, that’s due most certainly in part to an increase in clean energy, spurred by 
RETCs. 

 Another report by the Energy Information Administration earlier this year projected that of 
the 26 gigawatts of utility-scale generating capacity expected to be added to the grid this 
year, 93 percent of additions are from solar, gas and wind.  

 This expected growth is most likely due to the extension of the renewable energy 
investment tax credit (ITC) and production tax credit (PTC) last year. 

 To learn more about the future of the tax credits and renewable energy investment 
strategies, register for the Novogradac 2016 Financing Renewable Energy Tax Credit Fall 
Conference in Washington, D.C. 

 This conference is this week Thursday and Friday, Oct. 27-28. 

 I’ll be there. I hope to see you. 

 You can register at www.novoco.com.    
 

http://www.novoco.com/

