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In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac, CPA, shares an update on 

year-end tax legislation and federal appropriations as well as updates on CRA reform. He then 

discusses the expected shortage of private activity bonds for several states, specifically 

California. Next, he provides details on affordable housing plans released by Sen. Elizabeth 

Warren and Mayor Pete Buttigieg. Finally he talks about a bill that was introduced in South 

Carolina that would create a low-income housing tax credit for properties in opportunity zones.  

 

Summaries of each topic:  

1. General News (2:36-16:01) Pages 2-5 

a. Appropriations Update (2:36-4:07) 

b. CRA Reform (4:08-8:00) 

c. Private Activity Bonds Shortage (8:01-16:01) 

2. Other News (16:02-18:14) Page 6 

a. Presidential Housing Candidate Housing Plans Update (16:02-17:38) 

b. South Carolina H. 4657 (17:39-18:14) 

3. Additional Resources Page 7 

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, 2019. 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 

 

Appropriations Update 

• Before House and Senate Appropriations Committees left for their Thanksgiving break 
last week, they reportedly reached an agreement on the top-line spending levels. 

• This agreement sets the stage for individual congressional committees to reconcile the 
House and Senate differences between the 12 individual appropriations bills. 

• The goal is to pass these individual spending bills before funding expires on Friday, Dec. 
20. 

• Fiscal year 2020 spending legislation is also the most likely vehicle for tax provisions, at 
least at this point. 

o There are priorities that affect the low-income housing tax credit, new markets 
tax credit, historic tax credit and renewable energy tax credit communities that 
could catch a legislative ride before year end.   

o I should note, such a bill could also include provisions affecting opportunity 
zones. 

• There is one thing to keep in mind with this tentative agreement: there is no deal yet on 
border wall funding.  

o That is a big obstacle to getting some of the fiscal year 2020 spending bills done. 
o I say that because less controversial bills, such as Transportation-HUD and 

Financial Services and General Government may be able to get through without 
an agreement, but other appropriations bills would not.  

• We’ll continue to monitor the situation as you know we would, and will report any 
updates in future podcasts.  
 

CRA Reform 

• Now let’s turn to CRA reform, or Community Reinvestment Act reform.  
• The Office of the Comptroller of the Currency, or the OCC, is expected to release its 

proposed rule on CRA, no later than next Friday, Dec. 13. 
o Although, the proposed rule could come out a day earlier on Thursday, Dec. 12 if 

the Federal Deposit Insurance Corporation, or FDIC, agrees to that proposal at 
their upcoming board meeting scheduled for that day. 

• As you probably know from prior podcasts, there are three federal regulators responsible 
for CRA.  

• Namely, the OCC, the FDIC and the Federal Reserve board.  
• Each agency is responsible for different banks.  
• CRA encourages financial institutions to help meet the credit needs of communities in 

which they do business, including low- and moderate-income communities. 
• Comptroller of the Currency Joseph Otting did speak to Politico about his goal with this 

CRA overhaul. 
• Otting said his goal is to encourage banks to do billions of dollars more in lending and 

investment in underserved neighborhoods. 
• Details of the OCC’s proposed rule are forthcoming. 
• But, Comptroller Otting did say last week what stakeholders have been asking for. 
• The following is what they’ve been asking for and we expect the forthcoming proposed 

rule to address them.  
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o clarification on what qualifies for CRA consideration what’s in and what’s out in 

terms of getting positive CRA consideration,  
o updates on where the location of CRA activity can be to count,  
o ways to measure CRA more objectively—better numerical metrics, and 
o making reporting more transparent as well as more timely. 

• CRA reform is a topic we’ve been tracking closely on Tax Credit Tuesday over the years. 
• The tax credit community is keenly interested in CRA regulations and guidance. 
• That interest is driven in large measure by the significance that CRA considerations play 

in so many tax credit investments.  
o For example, about 85 percent of annual low-income housing tax credit equity 

investment is motivated by CRA, that’s according to the Affordable Housing 
Investors Council. 

o An equal, if not greater, proportion of new markets tax credit investment is also 
driven by CRA. 

• It seems pretty clear that without the incentive provided by CRA, it’s unlikely banks 
would invest in low- and moderate-income communities to the extent and at the levels 
that they do today. 

• I will also note while we’re on the topic of CRA, the December issue of the Journal of 
Tax Credits features a special Q&A with Barry Wides, the deputy comptroller for 
community affairs at the OCC. 

• Wides spoke to the Novogradac Journal of Tax Credits about a question that banks 
frequently ask him, namely: how do opportunity zones investments qualify under CRA? 

• Well, Wides says that just because a state designates a census tract as a qualifying 
opportunity zone, that designation is not sufficient on its own to meet the public welfare 
investment redevelopment criteria. 

• He also notes that if banks are uncertain whether an investment would qualify for public 
welfare investment consideration, they should request the OCC to review their proposed 
transaction. 

• You can read the full interview with Barry Wides in this month’s issue of the Journal. 
• Getting back to CRA reform, we’ll be monitoring it closely—follow me on Twitter and I’ll 

be tweeting as we get more updates on what can be in the CRA rule and we’ll touch 
upon this if not in next week’s podcast, in the week after.  
 

Private Activity Bonds Shortage 

• Next, I would like to give you a preview of my Washington Wire column in this month’s 
Novogradac Journal of Tax Credits. 

• The topic is a very important one: it’s about the private activity bond cap pinch and what 
that pinch could mean for affordable rental housing development across America.  

• As you know, private activity bonds, or PABs, are commonly paired with 4 percent low-
income housing tax credits to help finance affordable rental housing. 

o That is only one of the uses of PABs.  
o States receive an annual allocation of PABs and they can issue them for a 

variety of uses. 
o There are 14 uses that are subject to a state’s bond cap, which includes water 

and sewage treatment facilities, homeownership, student loans and the like.  
o These 14 uses compete for a state’s bond cap.  

• Each state gets an annual cap it’s determined by a formula that’s built in the Internal 
Revenue Code and the IRS does the calculation every year.  
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o For 2020, the calculation is $105 multiplied by the state’s population or about 

$321 million, whichever is greater. 
o States can also carry forward unused cap for three years, so their actual annual 

PAB issuance ceiling is often much higher than their annual allocation. 
• In the years after the Great Recession, most states had plenty of PAB cap available, and 

much of it ended up being abandoned after being unused and carried forward for three 
years. 

• However, that has been changing in recent years. 
o The likely result of the declining amount of available cap is greater competition 

for PABs in more states, which then results in a pinch for those who develop and 
finance affordable housing rental properties. 

• I’d like to look at the big picture and then talk about California specifically because 
California is going to face a particularly notable bond crunch in 2020. 

• As I’ve noted, it’s important to understand that over the past few decades, most states 
did not issue all of their annual cap. 

• That meant they continually had a carryforward amount to go along with the annual 
allocation. 

o So, the amount of PABs they could issue each year was considerably above the 
demand. 

• Also, until the start of this decade, the percentage of PAB allocation for residential rental 
was never more than one third of the issuance, according to an annual report issued by 
the Council of Development Finance Agencies, or CDFA.  

• Since that 33 percent level, the percentage of the annual allocation has steadily been 
increasing to the point that the three most recent years covered in a CDFA annual report 
have seen more than 60 percent of PAB issuance going to residential rental housing. 

o That’s about double what it used to be. 
• At the same time, states began to use more of their bond volume cap. 

o Several states have seen a drop in their carryforward amount, with a few having 
no carryforward. 

o This means less PABs to allocate, since they’re limited to the annual allocation.  
• When you look at residential rental housing:  

o Over the last three years—2016 through 2018 period—more than 75 percent of 
the PABs used for residential rental came from just 11 states. 

o Nine of those states saw their PAB carryforward shrink from 2016 to 2018 
indicating greater competition for bonds, or there will soon be much greater 
competition for bonds.  

o That’s the real issue. 
o When a state reaches its cap in bond issuance, different uses are forced to 

compete for a diminishing resource. 
o This means affordable housing developers compete in those states with other 

uses of the PABs, as well as with other affordable housing developers, of course. 
o My Washington Wire column lists states where this is a front-burner issue.   
o I’ll tweet out a link to the column, if you are interested in knowing which states 

make up the nine.  
o I should also note that others will also soon face a crunch. 

• As I mentioned I want to talk about California briefly for a moment.  
• This pinch is really going to hit California in 2020.  

o By way of background, California will have a PAB volume cap of about $4.2 
billion in 2020—based upon its population.  
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o When the state had a large carryforward, that number was much higher. 

 How much higher?  
 For instance, in 2015, the combination of the annual cap and the 

carryforward from previous years meant California’s PAB cap was $11.9 
billion–nearly triple what will be available in 2020.  

o California’s smaller cap comes at a perilous time. 
o You’ll remember that the state Legislature this past summer passed a budget bill 

that included a $500 million allocation of state low-income housing tax credits to 
be paired with PABs. 
 The Legislature also funded other affordable housing programs, but one 

key to the state’s affordable housing funding strategy was pairing state 
money with PABs. 

 The California Housing Partnership estimates that the state would need 
$6.5 billion in PABs to match the demand associated with this $500 
million allocation of state low-income housing tax credits. 

o That’s $6.5 billion in PABs for residential rental only, and as I noted, the 
expectation is there will only be $4.2 billion in PABs if they were all used for 
residential rental. 

o Needless to say it’s well above the state cap. 
o Because that’s said, it’s unlikely that the entire $4.2 billion in 2020 will be used 

for residential rental housing.  
 Just look at 2019, the state’s debt-limit allocation committee recently 

committed $300 million in PABs to a high-speed passenger rail line and 
are likely to be asked to do the same in 2020. 

 Also, is the expectation that the developers of a desalinization plant will 
ask for $1.25 billion in PABs next year. 

 That’s right, more than $1 billion for that single use. 
• The California Debt Limit Allocation Committee does also expect an overall demand of 

$10 billion for 2020 when you look at residential rental together with all the other uses–
once again more than double the volume of PABs the state will be allowed to issue. 

o In short, affordable rental housing will have to compete to get bonds in 2020. 
• As I wrote in the Washington Wire column, this crunch will hit more states soon and they 

will be forced to make decisions on how they allocate their bonds. 
• Which means, now is a good time to talk to those at the state level where you live, to 

make sure decision-makers realize that pairing PABs with low-income housing tax 
credits is a way to leverage private activity bonds to bring more federal housing 
resources. 

o That’s because it’s estimated that each dollar of private activity bonds used for 
residential rental housing attracts about 50 cents of investor equity from federal 
tax credits.  

• If you want more information, please read my column. 
• I’ll also have a blog post on the subject in the next few days and will tweet a link to the 

blog post when it’s on our website. 
• We’ll keep an eye on this issue in coming months and report back as appropriate.  
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OTHER NEWS 

 
• In other news, two Democratic presidential candidates released more details of their 

affordable housing plans last week. 
o First, Sen. Elizabeth Warren of Massachusetts expanded her original housing 

proposal. 
o You may remember in March, she announced a plan to invest $500 billion over 

the next 10 years to build, preserve and rehabilitate affordable housing for low-
income families. 

o Recent updates to her plan include proposed changes to the low-income housing 
tax credit, the housing trust fund, the capital magnet fund and the HOME grant 
program to allow public housing agencies and other public institutions to use 
these funds for housing development.  

o The other candidate, South Bend, Indiana, Mayor Pete Buttigieg also released a 
summary of his own housing plan. 

o His $430 billion plan would build or restore more than two million affordable 
housing units.  

o Buttigieg proposes to invest in the housing trust fund, capital magnet fund, 
HOME, Community Development Block Grants and the low-income housing tax 
credit. 

• By the way, Sen. Warren also announced Nov. 18 she will introduce the Public Housing 
Emergency Response Act. 

o The bill would authorize an additional $70 billion to the public housing capital 
fund to address the capital needs of public housing agencies. 

o Former presidential candidate Democratic Sen. Kirsten Gillibrand of New York is 
a cosponsor. 

o The House version of the bill was introduced in September by Democratic Rep. 
Nydia Velazquez of New York. 

• Let’s turn to South Carolina, last month a bill that would create a state low-income 
housing tax credit for properties in opportunity zones was introduced the South Carolina 
state legislature. 

o The bill would also create a 25 percent tax credit for investments in opportunity 
zones, with an annual cap of $50,000 per taxpayer. 

o The bill would offer state incentives for opportunity zones investments in job 
creation and grocery stores in certain areas, as well.  

o The bill number is H. 4657, and we’ll monitor it and report back as appropriate.  
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RELATED RESOURCES 

CRA Reform 

 Subscribe to the Novogradac Journal of Tax Credits 

Housing Plans 

 Sen. Elizabeth Warren’s Updated Housing Plan 

 Mayor Pete Buttigieg’s Plan Summary 

Public Housing and Emergency Response Act 

 Public Housing Emergency Response Act (Senate) 

 H.R. 4546 

 Press Release 

South Carolina Bill 

 H. 4657 

Novogradac 2019 Tax Credit Housing Finance Conference 

 Register Here 

 

https://www.novoco.com/products/novogradac-journal-tax-credits
https://www.novoco.com/products/novogradac-journal-tax-credits
https://elizabethwarren.com/plans/protecting-empowering-renters
https://storage.googleapis.com/pfa-webapp/documents/PFA_Agenda_for_American_Families.pdf
https://www.novoco.com/sites/default/files/atoms/files/hud_public_housing_emergency_response_act_111819.pdf
https://www.novoco.com/sites/default/files/atoms/files/hud_hr_4546_public_housing_emergency_response_act.pdf
https://www.warren.senate.gov/newsroom/press-releases/senator-warren-introduces-senate-companion-bill-to-ensure-our-nations-public-housing-is-healthy-and-safe
https://www.novoco.com/sites/default/files/atoms/files/oz_south_carolina_2019_h4657_introduced_112219.pdf
https://www.novoco.com/events/novogradac-2019-tax-credit-housing-finance-conference

