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

general section, where he talks about potential assignments for the tax-writing Senate Finance 

Committee and House Ways and Means Committee in the next Congress. He also shares news 

about an upcoming Novogradac webinar on what the election means for affordable housing and 

community development. In low-income housing tax credit news, he discusses HUD’s fiscal 

year 2017 annual adjustment factors for Housing Assistance Payment contracts. Then, he has 

two updates from California, where lawmakers have introduced a bill to boost the state low-

income housing tax credit to $300 million per year. He also talks about an announcement from 

California’s state allocating agency that it will extend the 2016 low-income housing tax credit 

readiness deadlines for its state program. In new markets tax credit news, he discusses some 

changes that the CDFI Fund is making to its allocation agreement. He also shares the CDFI 

Fund’s monthly qualified equity investment issuance report. He concludes with our historic tax 

credit section, where he talks about the overwhelming support to extend an Illinois historic tax 

credit program for another year. 

 
 
 
 
 
 
 
Summaries of each topic:  
 

1. General News (4:35 – 8:45) Pages 2 – 3  

2. Low-Income Housing Tax Credits (8:46 – 14:44) Pages 4 – 6  

3. New Markets Tax Credits (14:45 – 19:11) Pages 7 – 8  

4. Historic Tax Credits (19:12 – 20:52) 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. 
For reprint information, please send an email to cpas@novoco.com. 
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GENERAL NEWS 

Leadership and Committee Assignments 

 In general news, the 115th Congress will officially convene next Tuesday. 

 In the House, Rep. Paul Ryan of Wisconsin will continue to be Speaker, and Rep. Nancy 
Pelosi of California will remain as Minority Leader. 

 In the Senate, Sen. Mitch McConnell of Kentucky remains Majority Leader, but Sen. 
Chuck Schumer of New York replaces Sen. Harry Reid of Nevada as Minority Leader. 

 There will also be changes on the chief tax-writing committees in each chamber next 
session. 

 Rep. Kevin Brady of Texas will continue to be the Chairman of the Ways and Means 
Committee, but Rep. Richard Neal of Massachusetts will replace Rep. Sandy Levin of 
Michigan as the top Democrat on the panel. 

 Sen. Orrin Hatch of Utah remains Chairman of the Finance Committee, and Sen. Ron 
Wyden of Oregon will continue to be the top Democrat. 

 Schumer announced last week that he is stepping off the Finance Committee. 

 Sen. Claire McCaskill of Missouri will take his seat. 

 Another change for the Senate Finance Committee: Sen. Dan Coats of Indiana is 
retiring.  

 Unless Senate leadership decides to reduce the size of the committee, Republicans will 
fill the vacancy. 

o Sen. Roger Wicker of Mississippi is the leading candidate. 
o Other candidates for the Republican spot include Sens. John Hoeven of North 

Dakota, Jeff Flake of Arizona and Deb Fischer of Nebraska. 

 In the House Ways and Means Committee, we expect to see three Republican seats 
filled shortly. 

 These are vacancies that are left by  
o Reps. Charles Boustany of Louisiana, who lost his bid for the U.S. Senate. 
o Rep. Todd Young of Indiana, who won his bid for the U.S. Senate. 
o And Rep. Bob Dold of Illinois, who lost reelection. 
o These three vacancies are expected to be filled the first week of January. 

 Now, there’s a fourth Republican vacancy you may be thinking about, and that’s the spot 
currently filled by Rep. Tom Price of Georgia. 

o Rep. Price has been nominated to be Secretary of Health and Human Services. 
o Price is expected to be confirmed, but he will remain in his seat until then, likely 

in late January. 

 The Republican candidates for these vacancies are likely to include:  
o  Reps. David Schweikert of Arizona,  
o Jackie Walorski of Indiana,  
o Mike Bishop of Michigan,  
o Carlos Curbelo of Florida and  
o Barbara Comstock of Virginia. 

 For the Democrats, we expect three Ways and Means vacancies. 

 Reps. Charlie Rangel of New York and Jim McDermott of Washington both retired. 
o Both of these Democratic seats are expected to be filled early in January.  

 The third Democratic vacancy will likely be the seat currently filled by Rep. Xavier 
Becerra. 
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 As I mentioned in the podcast a few weeks ago, Becerra was nominated to be the next 
California Attorney General. 

o Like Tom Price, Becerra is expected to be confirmed, but also like Price will 
remain in his seat until late January. 

 The Democratic candidates for these vacancies are likely to include:  
o Reps. Judy Chu of California, 
o Terri Sewell of Alabama, 
o And Brian Higgins of New York. 

 Higgins was previously on the Ways and Means Committee back in 2010 
before the Democrats lost control of the House.  

 Ways and Means and Senate Finance Committee assignments for the 115th Congress 
will likely be key in shaping tax reform efforts in 2017. 

 I’ll keep you posted on committee assignments as they become finalized.  
 
Election Webinar 

o On a related note, I’m happy to announce Novogradac’s  
What the Election Means for Affordable Housing and Community Development webinar. 

o Panelists will provide an in-depth look at the latest news from Washington. 
o Topics will include 

o The prospects for tax reform 
o The outlook for direct spending programs 
o And possible bank regulatory changes. 

o Understanding these issues will help you make more informed decisions 
o The session will be moderated by Novogradac’s director of public policy and government 

relations, Peter Lawrence. 
o The webinar will be Thursday, Jan. 19, at 10 a.m. Pacific time, just before inauguration 

day.  
o You can register at www.novoco.com.  

  

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

FY 2017 Section 8 HAP Adjustment Factors 

 In affordable housing news, HUD last week released its fiscal year 2017 annual 
adjustment factors for the Section 8 Housing Assistance Payment program. 

 Participating owners in the Housing Assistance Payment program use the factors to 
adjust the monthly rents of units on the anniversary of their HAP contracts. 

 There are three categories of Section 8 programs that use these annual adjustment 
factors: 

o One is the Section 8 new construction, substantial rehabilitation and moderate 
rehabilitation programs. 

o The second is Section 8 loan management and property disposition programs. 
o The third is the Section 8 project-based certificate program. 

 You can find the annual adjustment factors at www.huduser.gov.  

 Again, these adjustments are just for the Housing Assistance Payment program. 

 A separate notice will identify the inflation factors that will be used to adjust fiscal year 
2017 tenant-based rental assistance funding. 

 We are analyzing how these adjustment factors will affect rents as the HAP contracts 
are renewed and we’ll have some comparative information in next week’s podcast. 
 

California LIHTC Bill 

 In state news, five members of the California state Assembly introduced a bill last week 
that would boost the California state low-income housing tax credit (LIHTC) to $300 
million per year. 

 That would be starting in 2018. 

 Now in a significant development, the legislation includes a way of paying for the 
increase: It would do that by eliminating the state mortgage interest deduction on 
vacation homes. 

o That revenue increase would be used to fund the state LIHTC. 

 The legislation was one of four bills released to address what the authors called the 
state’s affordable housing crisis. 

 The other bills: 
o enhance the enforcement of housing laws, 
o encourage the production of housing on infill sites around public transportation, 

and 
o create a program to pay for the cost of housing certain chronically homeless 

residents who are on the state’s Medi-Cal program. 

 All are significant in the affordable housing world, but the dramatic increase in the state 
LIHTC is the biggest news. 

 For comparison’s sake, the state currently has a cap of $70 million in state credits, with 
an adjustment for inflation and other items. 

o As I noted, this would raise that amount to $300 million. 
o The announcement of the new legislation said that the additional allocation would 

leverage an additional $600 million in federal resources, which includes  
o $200 million in federal 4 percent LIHTCs, and 
o $400 million in federal tax-exempt bond authority. 

http://www.huduser.gov/
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o The release also pointed out that there would be hundreds of millions of dollars 
of private investment and local funding. 

 The bills were introduced early in the legislative session, which began Dec. 5. 

 The original cosponsors are all Democrats, including the Speaker pro tempore and the 
majority whip. 

o Assembly Speaker Anthony Rendon was also quoted in the release that 
announced the bills. 

o California has a two-thirds Democrat majority in both the Assembly and Senate, 
as well as a Democrat governor, Jerry Brown. 

o As such, Republican votes aren’t that critical. 
o That’s significant, since the state LIHTC requires a two-thirds vote to pass each 

house of the legislature. 

 Gov. Brown refused to sign a similar bill that was introduced by the same author last 
year. 

o However, that bill wasn’t paired with a funding source, like this one is. 

 The announcement of the bills said that the Assembly Committee on Housing and 
Community Development expects to hold hearings around the state in early 2017 
regarding these bills. 

 The LIHTC bill is AB 71. 
o You can see it and the other bills, and the other bills are AB 72, AB 73 and AB 

74, on our website at www.taxcredithousing.com. 

California Readiness Deadline Change 

 In more news from California, the state’s tax credit allocation authority, or TCAC, 
announced last week that it would extend readiness deadlines for this year’s LIHTC 
allocatees. 

 TCAC executive director Mark Stivers announced extension details for both the first and 
second round of 2016 state LIHTC allocations. 

o First-round awardees have an extra three months to meet criteria of their 
180/194-day readiness deadlines. 

o Second-round awardees will have an extra two months to do the same thing. 

 The announcement said the change was motivated by disruption in the LIHTC market. 
o Stivers said it was a blanket extension, so there is no need to apply for individual 

extensions. 

 Second round allocatees will get an extra two months, rather than three, because they 
have a longer lead time to address the market changes. 

 The announcement said that if a LIHTC development can’t meet the extended readiness 
deadline, the award will be rescinded, but negative points will not be assessed on future 
applications. 

o That means the developers can reapply in the 2017 competition with a new 
financing structure, which could include a request for additional credits. 

 Earlier, TCAC waived the 90-day letter of intent deadline for 2016 second-round 
properties. 

 This extension is obviously good news for those who are developing LIHTC properties 
using both federal and state tax credits in California. 

 California is a good example of how states are dealing with uncertainty in the tax credit 
market due to the likelihood or at least possibility of federal tax reform. 

http://www.taxcredithousing.com/
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 There is a blog post about the impact that tax reform could have on LIHTC pricing on the 
Notes from Novogradac blog. 

o You can see that at www.novoco.com/blog.  
o There’s also a good discussion of how states are reacting to the possible 

adverse effects of tax reform on tax credit pricing.  

 If you need assistance meeting your California LIHTC deadlines, call my partner Kevin 
Wilson in our Walnut Creek, Calif., office. 

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

NMTC Allocation Agreement Changes 

 In community development news, the CDFI Fund is making changes to its allocation 
agreement that will affect how qualified low-income community investments, or QLICIs, 
are handled. 

o The changes were made in the allocation agreement for the 2015-2016 round for 
which awards were announced in November. 

 Allocatees have until Feb. 1 to return the agreement and final opinion of counsel. 

 The changes incorporate new use restrictions for QLICIs. 

 The revised agreement forbids the allocatee to use any proceeds of a qualified equity 
investment, or QEI, to make a QLICI in a qualified low-income community business, or 
QALICB, if any QLICI proceeds are used to repay or refinance a debt or equity provider 
whose capital was used to fund the QEI. 

o The proceeds also can’t be used to repay or refinance any affiliate of the debt or 
equity provider. 

 There are two exceptions, where the investment can be used to repay or refinance a 
debt or equity provider who funded the investment: 

o First, if the proceeds repay or refinance documented reasonable expenditures 
that can be directly attributed to the qualified business of the QALICB and the 
expenditures were incurred no more than 24 months before the QLICI closing 
date. 

o The other exception is if no more than 5 percent of the total QLICI proceeds from 
the qualified equity investment are used to repay or refinance documented 
reasonable expenditures that can be directly attributed to the qualified business 
of the QALICB. 

 My partner Brad Elphick, in our Atlanta office, says the most important takeaway is that 
the language does not allow for third-party financing sources to be repaid or be taken out 
if the third party is also providing any capital to fund the qualified equity investment. 

o That is, of course, unless it meets one of the exceptions that I mentioned above. 

 The New Markets Tax Credit Working Group continues to monitor these developments 
and will provide comments to the CDFI Fund. 

 The CDFI Fund said last week in a letter that it doesn’t expect further changes in 
addition to these.  

 This is a good reminder to closely read the allocation agreement and to consider the 
need for assistance while working with the new markets tax credit (NMTC) program. 

 If you have any questions about the CDFI Fund allocation agreement or anything else 
addressing or dealing with the NMTC, feel free to call my partner Brad Elphick in our 
Atlanta office. 

 
QEI Issuance Report  

 In other NMTC news, the CDFI Fund recently released its updated monthly Qualified 
Equity Investment Issuance Report, or QEI Report.  

 The report identifies: 
o The total dollar amount finalized by NMTC allocates over the prior month, as well 

as the amount that remains to be issued.  
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 The CDFI Fund said that that about $42 million in allocation authority was issued in 
November – not a particularly large amount. 

 However, as of the report’s date, Dec. 19, the amount of NMTC allocation authority 
available is nearly $8 billion.  

 Now of course, the number is so high because of the landmark $7 billion in NMTC 
allocation authority that was recently awarded in the 2015-2016 round.  

 But since allocation agreements aren’t out yet, none of that $7 billion has been available 
to be issued.  

 Now the QEI Report has a new addition.  

 It now identifies innovative activities for each allocatee.  
o Innovative activities include such things as: 

 investments in underserved states and territories, 
 providing small-dollar amount qualified active low-income community 

investments, and 
 making qualified low-income community investments with terms of less 

than or equal to 60 months, 
o CDEs that received allocations in the 2015-2016 round and indicated that they 

would make any of the innovative investments are being held accountable to 
those investments, or to those investment commitments. 

o My partner Brad Elphick in our Atlanta office said that this additional information 
should really help borrowers understand a CDE’s priorities. 

o Brad said the CDFI Fund should be commended for its efforts to continuously 
improve the amount of information shared in a central location. 

 To view the QEI Report, go to www.newmarketscredits.com.  

 And to learn more about the latest NMTC investment strategies and opportunities, 
please register for our 2017 New Markets Tax Credit Conference next month.  

 It is going to be held in San Diego on Jan. 26 and 27. 

 You can register at www.novoco.com.  

  

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

Illinois Extends HTC Program 

 In historic tax credit (HTC) news, Illinois Gov. Bruce Rauner last week signed a bill that 
extends the state’s HTC another year, until Jan. 1, 2018. 

o Without the extension the credit would have expired in less than a week, Jan. 1, 
2017. 

 The River Edge Redevelopment Zone Program provides a 25 percent credit for qualified 
historic rehabilitation expenditures in a River Edge Redevelopment Zone. 

 Those zones are in: 
o Aurora, 
o East St. Louis, 
o Elgin, 
o Peoria and 
o Rockford. 

 The tax credit was created as a five-year pilot program back in 2012. 
o This legislation extends it to a sixth year. 

 There was plenty of evidence to make the case for the program’s extension. 
o A study by the University of Illinois-Springfield found that the state tax credit 

returned up to $10 for every dollar invested. 

 The program’s economic benefits for the state have earned it tremendous support in the 
state legislature. 

 The House passed the legislation as an amendment to an unrelated Senate bill with a 
vote of 110-1.  

 The Senate then concurred with the amendment 53-1. 

 There was other legislation introduced to extend the sunset date to the year 2022, but it 
didn’t advance. 

o So the one-year extension was passed and legislators are expected to work on a 
longer extension bill next year. 

 The legislation is SB 1488 and it’s available at www.historictaxcredits.com. 

 To learn more about state HTC programs, please contact my partner Tom Boccia in our 
Cleveland, Ohio office. 

 

 

http://www.historictaxcredits.com/

