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In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac, CPA, shares breaking news 
on government funding bills that were introduced in the House that include extensions of the 
new markets tax credit, wind production tax credit and a disaster allocation of California low-
income housing tax credits. Next, he discusses proposed Community Reinvestment Act 
regulations that were introduced last week. Then he talks about a HUD notice announcing fiscal 
year 2020 annual adjustment factors for the Section 8 housing assistance payments program and 
the Eviction Crisis Act. Finally, he talks about a memo that was released by California TCAC 
clarifying requirements for the use of a low-income unit for a property manager in a low-income 
housing development.  

 

Summaries of each topic:  

1. General News (3:09-19:24) Pages 2-6 

a. House Spending Bill Incentive Extenders (3:09-11:34) 

b. CRA Regulations Update (11:35-19:24) 

2. Other News (19:25-21:03) Page 7 

a. HUD Annual Adjustment Factors (19:24-20:07) 

b. Eviction Crisis Act (20:08-20:28) 

c. CTCAC Property Manager Requirement Clarification (20:29-21:03) 

3. Additional Resources Page 8 

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.  
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GENERAL NEWS 

Spending Bill, Extenders 

• In breaking news, two bills were introduced today in the House to fund the government 
for the rest of fiscal year 2020. 

• The second bill includes extensions through the end of 2020 for a few important tax 
incentives. 

• We’ll provide details in a moment, but first I want to give some specifics on the budget 
bill.  

o When I mention the rest of fiscal year 2020, that means through the end of 
September, through September 2020.  

o The legislation that’s been introduced needs to pass the House and Senate as 
well as be signed by President Trump ahead of a Dec. 20 deadline.  

o That needs to occur to avoid a government shutdown. 
 Of course Dec. 20 is this Friday. 

o You may remember from last year, there was a 35-day shutdown when Congress 
and President Trump couldn’t agree on a funding bill. 

o This year, it looks like they have a $1.3 trillion agreement. 
• The big news for us is that this agreement does appear to include provisions relating to 

the new markets tax credit, renewable energy production tax credit and the low-income 
housing tax credit. 

o For starters, the legislation would extend the new markets tax credit for another 
year at $5 billion in allocation authority.  
 You may know that’s an increase from the current $3.5 billion mark where 

it’s been generally since 2006. 
 So after the current calendar-year 2019 round of new markets tax credits 

are allocated, which by the way we expect sometime this summer, there 
will be a $5 billion round that will open for 2020, assuming the legislation 
passes. 

 This is obviously very good news for community development, and a 
tremendous achievement given the context of the overall tax deal. 

o The legislation includes additional low-income housing tax credits for California. 
 The bill provides for an additional allocation of credits for California in 

2020 because of the wildfires that occurred back in 2017 and 2018. 
 The bill calls, technically, for an increase in allocation amount equal to the 

lesser of the total of credits allocated to the affected counties in those two 
years, or half of the state’s credit ceiling for those two years.  

 We estimate at Novogradac that total should be nearly $1 billion in 
additional low-income housing tax credits. 

 That’s close to double the normal annual allocation amount for California.  
o The sad news in all this discussion is the legislation as proposed does not 

provide for a 4 percent floor for the low-income housing tax credit despite the 
best efforts of affordable housing advocates nationwide.   

o There was much discussion over the last weekend, and we understand that at 
different points in time a 4 percent floor was in a proposed larger tax bill.  

o But ultimately, that larger tax bill failed sometime last night, the tax bill was 
reduced in size and as a consequence, the 4 percent floor was one of many tax 
provisions left on the cutting room floor. 
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o The tax bill does, however, extend the production tax credit through the end of 
2020 for wind, and it extends the wind production tax credit at a higher rate, a 
rate of 60 percent as opposed to 40 percent. 
 The production tax credit was going to expire at the end of this year, so 

this is really big news for the wind industry as they do have another year  
• There are two other energy provisions I want to make sure that I mentioned. 
• They were also extended through 2020:  

o The first is the Section 179D deduction for energy efficient commercial buildings 
and the second is the Section 45L credit for energy-efficient homes. 

o Both of these had expired in 2017, but this bill reinstates them through the end of 
2020. 

o The 45L credit for energy efficient homes is $2,000 a unit and low-income 
housing tax credit properties are often eligible for the credit and may claim it in 
the year the property is placed in service.   

o Which means properties placed in service in 2018 for which tax returns have 
been filed are now eligible for the credit, which we can presumably claim by filing 
an amended return, but there’s a bit of a catch.  

o If you want to be able to get the benefit of the credit in 2019, you will need to file 
returns by the end of this year.  
 Before Dec. 31, 2019.  

o If this applies to you, if you had a property you placed in service in 2018 or you 
invested in a project that was placed in service in 2018, please contact a 
Novogradac professional to discuss your tax filing options. 

• If this budget package goes into law, if there are no hiccups between now and Friday, it 
means that there is agreement on all 12 spending bills needed to fund the federal 
government. 

o In case you’re wondering, the House plans to vote on the bills today, Tuesday. 
o I did say “bills,” and you might be wondering why I’m saying “bills” versus “bill.” 

• President Trump had said he won’t sign an omnibus bill and Congressional leaders 
agreed. 

o An omnibus bill would be a spending package with all 12 spending bills included. 
• Since the president wouldn’t sign an omnibus bill, Congress will provide two packages, 

and they were introduced today. 
o One package covers Defense, Commerce-Justice-Science, Financial Services 

and General Government (which includes Treasury), and Homeland Security.  
 One bill covers those agencies and their fiscal year 2020 spending needs.  

o The other bill covers the other eight 2020 spending bills, which includes the 
Transportation-HUD spending bill, which is the one that included the tax incentive 
provisions that I mentioned earlier.  

• There has been some concern about whether President Trump will sign the bills. 
• This is because they fall short of his demand for $5 billion for border wall construction. 

o That said, the legislation includes nearly $1.4 billion for the border barrier. 
• However, Congressional leaders did say that the fact that Treasury Secretary Steven 

Mnuchin was involved in discussions makes it more likely that Trump will agree and sign 
the bills. 

• In particular, the provision dealing with the border barrier does not restrict the president’s 
ability to transfer funds from defense accounts to fund a border wall 



Summary: Dec. 17, 2019 
 
 

• I should also remind you that the proposed extension of the new markets tax credit and 
the production tax credit are both temporary—they just have one more year. 

o Which means that stakeholders for these incentives will still need to advocate for 
permanency for both provisions. 

o But this bill obviously provides very good news on both fronts. 
• As we’ve also previously discussed, there is another important tax incentive that has 

significant phasedowns beginning in 2020. 
o This incentive was part of the discussions over the weekend, but fell out in the 

final paired-down bill.  
o I’m talking, of course, about the renewable energy investment tax credit, which 

begins a phasedown next year in 2020, going from 30 percent to 26 percent on 
Jan. 1, 2020. 

• There is legislation in Congress to extend that credit as well as other incentives and 
proponents have been looking to year-end legislation to get them passed. 

• With Congress planning to wrap up the year’s business before Christmas, that means 
there’s very little time. 

• Given the challenges of getting a larger tax bill, I’m not very optimistic there will be any 
other tax legislation this year, but it does remain a developing story.  

o I’ll update you on Twitter, if something significant develops, and as always you 
can sign up for receive breaking news alerts through our website. 

o It’s free, and I’ll provide a link to sign up for our breaking news alerts in today’s 
show notes. 

CRA Regulation Update 

• There’s been a lot of news from this week and last week, and this week is still pretty 
young.  

• Another big news item from last week was the release of a notice of proposed 
rulemaking to reform Community Reinvestment Act regulations. 

• The Community Reinvestment Act of 1977 (CRA) encourages certain insured depository 
institutions to help meet the credit needs of the communities in which they are chartered, 
including low- and moderate-income (LMI) neighborhoods, consistent with the safe and 
sound operation of such institutions.  

o Under CRA, three federal bank regulatory agencies regularly examine banks’ 
lending and investment practices to ensure that the banks are serving low- and 
moderate-income areas and people. 

o Changes over the years and complaints that the evaluation process isn’t clear 
has led to the call to modernize the regulations. 

• The CRA is very important to the tax incentives we follow on this Tax Credit Tuesday 
podcast. 

o To illustrate, an estimated 85 percent of the annual low-income housing tax credit 
investment is made by banks that are motivated by the CRA. 

o Similarly, much of the new markets tax credit and historic tax credit investment 
comes from CRA-motivated banks.  

o That doesn’t mean the banks only invest in affordable housing, community 
development or historic preservation because of the CRA. 

o But it does mean that much of their investment does count in their CRA 
evaluation. 
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• CRA scores are used when banks apply for mergers, new charters, acquisitions, branch 
openings and more. 

• The notice to reform the regulations came from the Office of the Comptroller of the 
Currency, or OCC, and the Federal Deposit Insurance Corporation, or FDIC. 

o Those are two of the three regulators that oversee compliance with the CRA. 
 The other federal bank regulator is the Federal Reserve, which notably 

did not sign on to the proposal, but the Federal Reserve did indicate an 
interest in modernizing the CRA regulations. 

• The proposal would make the first significant changes to CRA regulations since 1995. 
o That’s right, it’s been nearly 25 years since the last time the CRA regulations 

were updated. 
o During the time that’s elapsed, of course, online banking has emerged and many 

banking practices have changed. 
o This is an effort to modernize regulations that have been in place for a long time. 

• So, what do the proposed regulations say? 
• Well, as you’d expect, some significant changes are proposed. 
• One major change under the proposed regulations is that regulators would count loans 

to low- and moderate-income people, rather than loans that go to low-income 
neighborhoods. 

• Another critical change in the proposal is the merging of the current three separate 
tests–there’s currently a separate investment, lending and services test–the proposal 
would merge those three tests into one aggregate CRA qualifying activities approach. 

o The investment test, by the way, is how most tax credit investments have been 
evaluated under current regulations. 

• The proposed regulations also move from the current focus on CRA activities initiated 
during a three-year examination cycle, to the CRA qualifying activities held on the 
balance sheet.   

• Broadly speaking, under the balance sheet approach, ratios are calculated at the bank 
level and assessment levels areas.  

o The numerator of the ratio is the dollar volume of CRA-qualifying activities and 
the denominator is the bank’s deposits. 

• Bank’s must achieve a minimum percentage or minimum ratio in order to achieve an 
outstanding or a satisfactory rating. 

• In measuring certain activities, the proposal calls for a doubling, or multiplier of two, or 
double credit. 

o These qualifying activities for which you get double credit, would include 
affordable housing loans and community development investments and loans to 
CDFIs. 

o That would mean, for instance, that a $10 million loan for affordable housing 
would count as $20 million for purposes of the ratio test.  

• Another new provision would require regulators to create a list of commonly approved 
CRA activities and to update this list regularly. 

o This is something that those involved in tax incentives have been asking for a 
while because it would provide clarity.  

• The proposed rule does include an example of how that list would look. 
• The list includes: 

o investments in low-income housing tax credits, 
o loans to businesses to purchase real estate related to the new markets tax credit  
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o investment in new markets tax credit-eligible properties that fund a mixed-use 
project that includes affordable housing, and 

o renewable energy tax credits that reduce electricity cost to low- and middle-
income census tracts as a qualifying activity and 

o the proposed regulations also say that a bank would get CRA credit for a 
community development activity that supports investments by opportunity funds 
in a low- or moderate-income census tract. 
 The proposed regulations include several examples of opportunity zones 

investments that would qualify. 
• After the proposed regulations became public, there was some significant criticism, 

particularly from Democrats in Congress. 
o Sen. Sherrod Brown of Ohio, for example, the ranking member of the Senate 

Banking, Housing and Urban Affairs Committee, said the proposed regulations 
would hurt the communities that need banking the most. 

o Brown specified communities of color and rural communities as being hurt by the 
proposed regulations. 

• Those Democrats and other groups also object to a provision that emphasizes how 
many loans a bank makes to low-income borrowers and how much money it invests in 
low-income communities. 

o Their objection is that those figures are used exclusively, instead of requiring 
banks to get community input on those communities’ needs. 

• The proposed regulations were released with a 60-day comment period. 
• That wasn’t enough for one member of Congress.  
• Maxine Waters, chairwoman of the House Financial Services Committee, along with 

Brown and other members of Congress, signed a letter to the three CRA regulating 
agencies.  

• In the letter, they ask that the comment period on the proposed regulations be extended 
to 120 days rather than 60 days. 

• There was also support for the proposed regulations. 
o Sen. Mike Crapo, head of the Senate Banking Committee, said the proposed rule 

would encourage investment, lending and services where they are needed most.  
o House Financial Services Committee Ranking Member Patrick McHenry echoed 

those sentiments. 
• Meanwhile, let’s briefly discuss the Fed.  
• The Federal Reserve didn’t participate in the proposal. 
• Jerome Powell, chairman of the Fed, said he hopes to get on board with proposed 

regulations, but said there were disagreements over the final draft regulations. 
o He didn’t say exactly where the Fed differed from the OCC and FDIC on the 

proposed regulations, but he did say they differ.  
• As mentioned earlier, the regulations will be published in the Federal Register and there 

will be a 60-day comment period following their publication. 
• I’ve included a link to the proposed regulations in today’s show notes, as well as a fact 

sheet and a summary of the proposal, both are from the OCC.   
• This won’t come as a surprise, but the various Novogradac Working Groups will be 

commenting on the regulations.   
• We encourage you to join one of our working groups, and make your voice be heard. 

 



Summary: Dec. 17, 2019 
 
 

Other News  

• That is a lot of breaking news with tax extenders, budget bill, CRA proposed regulations, 
but there is some other news I want to make sure we cover before we close this 
podcast.  

• First, HUD published a notice last week announcing fiscal year 2020 annual adjustment 
factors for the Section 8 housing assistance payments program.  

o The notice provides factors for adjustments of contract rents on the anniversary 
of the contract for 2020. 

o The annual adjustment factors are separate from operating cost adjustment 
factors of OCAFs, which adjust rents for project-based Section 8 contracts.  

o A link to the annual adjustment factors tables and the notice itself are in today’s 
show notes.  

• In other affordable housing news, Sens. Michael Bennet of Colorado and Rob Portman 
of Ohio last week introduced the Eviction Crisis Act.  

o The bill would create an Emergency Assistance Fund, or an EAF. 
o The EAF would help extremely low-income households overcome a short-term 

crisis in housing stability.  
• The other item I want to make sure I shared, in state level news, the California Tax 

Credit Allocation Committee released a memo clarifying the requirements for the use of 
a low-income unit in a low-income housing tax credit apartment for a property manager.  

o The memo clarifies that:  
 The unit must be considered income-restricted and be included in the 

applicable fraction and  
 that the tenant cannot be evicted upon termination of employment.  

o The agency said that any credit application that proposes to use a low-income 
unit to meet the manager-unit requirements must include a description as to how 
the property will meet those requirements if employment is terminated.  
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https://www.novoco.com/sites/default/files/atoms/files/taxpayer_certainty_and_disasater_relief_act_of_2019_121719_0.pdf
https://www.novoco.com/sites/default/files/atoms/files/taxpayer_certainty_and_disaster_relief_act_of_2019_section_by_section_121719.pdf
https://www.novoco.com/sites/default/files/atoms/files/occ_fdic_proposed_cra_regulations_121219.pdf
https://www.novoco.com/sites/default/files/atoms/files/occ_cra_summary_of_proposal_to_reinvestment_act_rules_121219.pdf
https://www.novoco.com/sites/default/files/atoms/files/occ_cra_fact_sheet_121219.pdf
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