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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 the status of omnibus appropriations legislation for 

2016 and the status of tax extender discussions. In the low-income housing tax credit section, 

he discusses how listeners can learn more about HUD’s significant changes to the 2016 

designations for difficult development areas and qualified census tracts. In new markets tax 

credit news, he shares an update to the CDFI Fund’s NMTC Certification, Compliance and 

Monitoring FAQs. He will also talk about the amount of qualified equity investments issued last 

month. Then, he moves on to historic tax credit news, where he shares the latest awardees of 

Maryland’s very successful state historic tax credit program. And he closes out with renewable 

energy tax credit news where he discusses the possibility of a phase-out for both the production 

and investment tax credits. 

 
 
 
Summaries of each topic:  
 

1. General News (2:46 – 7:17) Pages 2 – 3   

2. Low-Income Housing Tax Credits (7:18 – 8:54) Page 4 

3. New Markets Tax Credits (8:55 – 12:23) Pages 5 – 6   

4. Historic Tax Credits (12:24 – 13:54) Page 7  

5. Renewable Energy Tax Credits (13:55 – 17:49) Pages 8 – 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 

Appropriations Update 

 In general news, President Barack Obama signed a five-year highway funding bill last 
Friday, which included the housing provisions we highlighted in our Nov. 10 podcast. 

 Now, with the highway bill in our rear view mirror, Congress will now concentrate on 
keeping the federal government running.  

 Only three days remain for Congress to pass an appropriations bill and prevent a 
government shutdown. 

 As you know, funding for the federal government expires this Friday, Dec. 11. 

 Last week, the House Republican leaders sent a spending proposal to Democrats. 
o The proposal was drafted by the House Appropriations Committee under the 

leadership of Chairman Hal Rogers.  

 Democrats quickly rejected the bill because they said it contained too many policy riders 
that made the legislation a non-starter. 

 Some of those policy riders included 
o effectively blocking the flow of Syrian and Iraqi refugees into the United States, 
o rolling back EPA rules and 
o undoing parts of Dodd-Frank. 

 Through all of this, House Speaker Ryan is treading carefully. 

 His spokeswoman said that the proposal was supported by Ryan, but drafted by the 
Appropriations Committee. 

 This is a fine distinction. 

 But it would seem Speaker Ryan is letting different issues come into play before throwing 
his full influence behind any specific proposal. 

 However, Democratic leaders were quick to tie Speaker Ryan to the proposal. 

 Senate Minority Leader Nancy Pelosi called the bill a “Ryan/McConnell” plan. 

 Democrats sent a counter-offer. 

 I’ll share details of the counter-offer with you as soon as they become available. 

 Given these continued negotiations and limited time, it is quite possible Congress will pass 
a short-term extension of the current stop-gap funding law, an extension to Dec. 18 to give 
them time to consider a full-year omnibus bill. 

 However, at the time of this recording, leadership is still pushing to resolve the issue by 
Dec. 11. 

 
Tax Extenders Update 

 Meanwhile, the wait is also still on for tax extender legislation. 

 Tax extenders include the new markets tax credit, the renewable energy production tax 
credit and the 9 percent floor extension for the low-income housing tax credit. 

 These more than 50 temporary tax provisions expired at the end of 2014. 

 And Congress is running out of time to extend them retroactively. 

 So, what will tax extender legislation look like? 

 Well, it depends on whom you ask. 

 Senate Finance Committee Chairman Orrin Hatch says a one-year extension of tax 
extenders is out of the question. 

o He said that any tax extenders deal has to be multi-year. 
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 Chairman Hatch is not the only one pushing for a longer runway for tax extenders. 
o On the other side of the Hill, a bipartisan group in the House sent Speaker Paul Ryan a 

letter urging him to support a multiyear or permanent extension of the temporary 
provisions.  

o The group called tax extenders critical to supporting jobs and the U.S. economy.  
o The House letter was led by Rod Blum, a Republican from Iowa, along with Pete Aguilar, a 

Democrat from California.  
o Blum and Aguilar were joined by 34 other House members, including 20 Republicans and 

14 Democrats. 
o If you ask congressional Democrats what they hope to see in an extenders package, you’ll 

likely hear about their goals for indexing certain family-oriented tax credits for inflation. 
o Senate Minority Leader Harry Reid said in a news conference that if Democrats can 

secure indexing, they may be more willing to negotiate on other issues. 
o It also remains to be seen what vehicle could be used for tax extenders. 
o Most assume that tax extenders will be included in an appropriations bill. 
o Others say it could be a part of a customs reauthorization bill, which comes under the 

jurisdiction of the tax-writing committees. 
o Insiders expect negotiations to continue through the week or beyond.  
o For the latest information on appropriations and extenders, make sure you’re signed up for 

our free Novogradac Industry Alert emails. 
o Just go to www.novoco.com.  

o Scroll down to the subscription field and enter your email.  
o And also be sure to check out my Notes from Novogradac blog at 

Novogradac.wordpress.com.  
o As soon as we have news on a specific extenders package, we’ll post an abridged 

summary of the key provisions.  
  

http://www.novoco.com/


Summary: December 8, 2015 
 

LOW-INCOME HOUSING TAX CREDIT NEWS 

Novogradac 2016 DDAs and QCTs Webinar 

 Let’s move on now to low-income housing tax credit (LIHTC) news. 

 As I mentioned in our podcast a couple of weeks ago, HUD has released the 2016 
designations for difficult development areas, or DDAs, as well as qualified census tracts, 
or QCTs.  

 The 2016 designations are notably different from those in the past. 

 Most significantly, the effective date is in July. 

 Plus, HUD is implementing Small Area DDAs. 
o These new designations mean that there are now hundreds of new DDAs in 

metropolitan areas.   

 These changes will have important consequences for the upcoming year’s LIHTC and tax-
exempt bond application and allocation cycle.  

o So, what exactly are these consequences? 
o How does the old HUD area designation method differ from the new ZIP code 

method? 
o What are the implications for LIHTC developments? 

 All of these questions and more will be answered during our webinar next week. 

 The session is called the “Novogradac 2016 DDAs and QCTs: What You Need to Know 
Webinar.” 

 Discussion will be led by my partner Thomas Stagg and Novogradac’s Mark Shelburne. 

 They’ll be joined by Michael Hollar, a senior economist for HUD. 

 The webinar will be held next Friday, Dec. 18, starting at 1 p.m. Eastern. 

 Registration will close by 5 p.m. Eastern, the day before—that’s Thursday, Dec. 17. 

 You can go sign up at www.novoco.com/webinars.  
  

http://www.novoco.com/webinars
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NEW MARKETS TAX CREDIT NEWS 

New CDFI Fund FAQ 

 In new markets tax credit (NMTC) news, the CDFI Fund last week released its latest 
update to its Certification, Compliance and Monitoring FAQ document. 

o That document, of course, is used for guidance in complying with requirements of 
the NMTC program. 

 It was the third update since the initial publication of the FAQs in December 2014. 
o This version supersedes previous documents. 

 There are two significant changes from the earlier release. 

 One significant change is to Question 44. 

 That update provides further guidance on the use of qualified low-income community 
investments to monetize assets owned or controlled by either the qualified low-income 
community business or one of its affiliates.   

 More specifically, it limits the application of the monetization rule of Question 44 to 
projects involving QALICB related party leverage lending. 

 Another update was how the CDFI Fund will monitor compliance with the unrelated-entity 
requirement in the allocation agreement.  

 Beginning with the 2015 application round, the test to determine compliance with the 
Unrelated Entities rule must be satisfied at both the allocation and subsidiary allocatee 
level.  

 You can see the updated FAQ document at www.newmarketscredits.com. 
o Just click on the Application and Allocation tab. 
o Look for “2015 FAQs Certification, Compliance Monitoring and Evaluation.” 

 If you have any questions, please contact my partner Annette Stevenson in our Cleveland 
office.  

 To learn more about the guidance updates, check out the January issue of the 
Novogradac Journal of Tax Credits. 

 We’ll have special coverage of the FAQ document. 

 You can make sure you receive your copy of the magazine by subscribing at 
www.novoco.com/journal.  

 
 

QEI Issuance Report  

 In other news, the CDFI Fund last week issued its monthly Qualified Equity Investment 
Issuance report, or QEI Report.  

 Among other things, the QEI report identifies:  
o the total dollar amount finalized by NMTC allocatees as well as  
o the amount remaining to be issued.  

 According to the report, nearly $174 million of allocation authority was issued in 
November.  

 As of Dec. 1, the amount of NMTC allocation authority still available is just under $4 billion.  
o That being said, most of that allocation authority has already been unofficially 

committed. 

 To read the report or learn more about the NMTC program, go to 
www.newmarketscredits.com.    

http://www.novoco.com/journal
http://www.newmarketscredits.com/
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 And while we’re on the subject of NMTCs, I’d like to mention a quick reminder that the 
deadline to apply for NMTC authority under the 2015 round is coming up next week. 

 The deadline to apply is next Wednesday, Dec. 16. 

 And the deadline to submit application attachments is Friday, Dec. 18.  

 If you have any questions about your application, contact a partner in a Novogradac office 
near you.  

 You can also feel free to reach out to Nicolo Pinoli in our Portland, Ore. office. 

 Also, there’s still time to sign up for our upcoming Novogradac New Markets Tax Credit 
Conference in Scottsdale, Ariz. 

 It will be held Jan. 21 and 22.  
o To register for the conference, go to www.novoco.com/events.  

 Sign up by Dec. 30 to qualify for our early bird special.  
 

 

  

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

Maryland HTC Awardees 

 In the historic tax credit (HTC) arena, the development teams for six preservation projects 
in Maryland received very welcome news recently. 

 Those six projects were chosen by the Maryland Historical Trust to receive a combined $9 
million in state HTCs. 

 The awardees were all built between the mid-1800s and the early 1900s. 

 The properties include a 1915 hardware store that will be turned into apartments and retail 
spaces. 

 Another structure was a 19th-century furniture company building that later became the 
oldest continuously operating lithographer in the country until the company closed in 1981.  

o That building will be turned into a mixed-use development with a food production 
kitchen, brewery, startup office space and apartments for healthcare workers. 

 These are just the latest examples of historic Maryland buildings preserved with tax 
credits.  

 Maryland’s current HTC program and its predecessor have invested more than $370 
million in projects since 1996. 

 Those investments have helped preserve nearly 4,200 residential properties and more 
than 600 commercial structures. 

 All in all, projects funded by Maryland state HTCs have created more than 27,000 jobs. 

 To learn more about what state or federal HTCs can do for your preservation project, call 
my partner Charlie Rhuda in our Boston office. 
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RENEWABLE ENERGY TAX CREDIT NEWS 

RETC Phase-Out Proposals 

 Earlier in the podcast we talked about Congressional tax-extender negotiations, so now 
let’s return to them. 

 Specifically, renewable energy tax credits (RETCs). 

 One proposal floating around is the possibility of a phase-out over five years for both the 
production tax credit (PTC) and investment tax credit (ITC). 

o The idea would be to gradually ramp down the wind PTC from the 2.3 cents per 
kilowatt hour level over the next four or five years. 

o The 30 percent solar ITC would similarly gradually reduce. 

 The proposal for a gradual ramp-down for the ITC took a hit when the CEO of Sunnova, 
the third largest installers of residential solar, wrote a letter to congressional leaders and 
said it was unnecessary. 

o The letter by John Berger encouraged Congress to ensure that no legislation is 
passed to extend the ITC.  

o Not only did Berger send the letter, but he went to the Hill to actively lobby 
Congress on behalf of it. 

o Some Republicans, including the Republican Study Committee leadership, agree 
with Berger. 

 As you know, the ITC for commercial properties is scheduled to drop from 30 percent to 
10 percent at the end of 2016. 

o It will expire for residential solar projects at the end of 2016. 

 The PTC expired at the end of 2014 and it hasn’t been renewed. 

 Meanwhile, Bloomberg News reported the phase-out possibility for both renewable credits 
just before Thanksgiving and this proposal is still being considered. 

 The extenders package, I note, that the Senate Finance Committee passed back in July, 
included an extension of the PTC. That extension would be through the end of 2016. 

o The Senate bill also included a provision that allowed a taxpayer to take the ITC 
in lieu of the PTC. 

o The Senate bill didn’t address the ITC. 
o However, several Finance Committee members did push–and are continuing to 

push–for changing the eligibility of the ITC from energy property placed in service 
from a placed-in-service requirement to “commence construction,” requirement, 
which is how it works for the PTC. 

o If the final extenders bill includes the ITC, it’s possible that the “commence 
construction” provision could also be included. 

o I should point out that the Sunnova letter also called for Congress to ignore calls 
for this change to a commence construction date. 

 While it’s far from clear whether the phase-out proposal will make it out of the discussion 
stage, it is a distressing option. 

 That said, my partner Stephen Tracy in San Francisco says the biggest benefit of phase-
out plan for both credits is that it would provide certainty to both the wind and solar 
industries. 

 The downside, Stephen said, of course, is that it quite possibly means the beginning of the 
end of the tax credits. 



Summary: December 8, 2015 
 

o He points out how important they have been in establishing both the wind and 
solar industries. 

o There is the question of whether the phase-out would be long enough for the 
industry to become independent of the tax credits. 

o We know it quite possibly means the beginning of the end of the tax credits 
because if a phasedown was enacted, it’s quite likely that efforts would begin 
right away to delay the phasedown. 

 The upside is better than current scenario of course, where the ITC will suddenly drop to 
10 percent at the end of 2016. 

o The phase-out might extend the runway enough for the renewable energy 
industry to smoothly transition to an environment without tax credits. 

 If you have questions about RETCs and what the proposed extenders might mean for you, 
call Stephen Tracy in our San Francisco office. 

 

 

 

 


