
Summary: August 23, 2016 
 

In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac begins with the 
general news section, where he talks about the IRS 2016-2017 Priority Guidance Plan 
and fourth-quarter update to its 2015-2016 plan. In low-income housing tax credit news, 
he discusses the Federal Housing Finance Agency raising multifamily caps for Fannie 
Mae and Freddie Mac. He also discusses what two California housing agencies 
recommend to address the issue of high development costs when building affordable 
housing. In new markets tax credit news, he talks about the CDFI Fund’s NMTC Public 
Data Release: 2003-2014 Summary Report. He also shares briefly how much qualified 
equity investment was issued in the CDFI Fund’s latest qualified equity investment 
issuance report. In the historic tax credit section, he announces the 2016 winners of the 
Novogradac Journal of Tax Credit Historic Rehabilitation Awards. He closes out with 
renewable energy tax credit news, where he shares findings from the U.S. Department 
of Energy 2015 Wind Technologies Market Report. 
 
Summaries of each topic:  
 

1. General News (2:59 – 5:29) Page 2 
2. Low-Income Housing Tax Credits (5:30 – 9:40) Page 3-4 
3. New Markets Tax Credits (9:40 – 13:04) Page 5-6 
4. Historic Tax Credits (13:05 – 14:52) Page 7 
5. Renewable Energy Tax Credits (14:53 – 16:33) 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.  
© 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 
 
IRS Releases 2016-2017 Guidance Priority Plan 

• In general news the IRS last week released its 2016-2017 priority guidance plan 
and a fourth-quarter update to its 2015-2016 priority guidance plan.  

• These plans are on a fiscal year basis, July 1 to June 30. 
• The IRS releases guidance priority plans every year to identify and prioritize the 

tax issues that it plans to address. 
• The 2016-2017 plan contains 281 projects, four more than the original version of 

last year’s document.  
• Compared to the 2015-2016 version, priorities to the 2016-2017 plan include 

issuing 
o guidance on the right of first refusal under low-income housing tax credit 

Section 42(i)(7) and  
o guidance on the modification, extension and phase-out of the solar 

investment tax credit (ITC) under Section 48.  
• Two priorities listed in the original 2015-2016 plan that were accomplished and 

subsequently omitted from the 2016-2017 plan include  
o final regulations on utility allowances under Section 42(g)(2)(B)(ii) for 

submetered buildings and  
o a modification of Notice 2015-4 by providing a revised effective date of the 

performance and quality standards for certain small wind energy property 
under Section 48.  

• There were a few priorities carried over from last year, including: 
o issuing final regulations under Section 45D,  

 that’s been on there for a number of years now 
o revising and clarifying certain recapture rules relating to the new markets 

tax credit (NMTC), 
o issuing guidance on the definition of qualifying energy property under 

Section 48 and 
o releasing guidance concerning the interaction of the rules in Section 

50(d)(5) and subchapter K.  
 that’s the 50(d) income issue for the historic tax credit and energy 

property pass-through lease transactions. 
• Are there any other tax issues you think the IRS should clarify with guidance? 
• If so, I invite you to share them with us. 
• Novogradac leads several working groups that submit comments to the IRS and 

other agencies on administrative issues that tax credit participants experience. 
• Send us your suggestions at cpas@novoco.com.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
FHFA Adjusts Caps 

• In affordable housing news, the Federal Housing Finance Agency announced 
last week that it was increasing the multifamily lending caps for both Freddie Mac 
and Fannie Mae. 

o The new caps were raised $1.5 billion to $36.5 billion for this year. 
• The adjustment is based on increased estimates of the overall size of the 2016 

multifamily finance market. 
• As you may recall, there was an adjustment after the first quarter of the year, 

from $31 billion to $35 billion. 
o The second-quarter bump shows how the multifamily market continues to 

grow. 
• Last December, the FHFA announced a $1 billion increase for each of the 

Enterprises, to $31 billion. 
o The two increases so far this year were done to support FHFA’s goal of 

maintaining the presence of Fannie Mae and Freddie Mac as backstops 
for the multifamily finance market. 

• In affordable housing, loans for most underserved and affordable market 
segments are exempt from the cap, so this doesn’t affect them. 

o But more financing options is still good news. 
• This increase is also a good indication of the strength of the multifamily finance 

market. 
• The next FHFA update–and possible cap increase–will come after the third 

quarter ends, probably in November. 
 
California High-Cost Ideas 

• In other affordable housing news, two California affordable housing agencies 
released a list of ideas to address high-cost developments. 

• As you know, construction cost is a major issue for low-income housing, 
particularly in coastal and urban areas. 

• So the California Tax Credit Allocation Committee and the California Debt Limit 
Allocation Committee formed a task force to brainstorm ideas to deal with it. 

o Last week, the leaders of the agencies released a list of eight ideas. 
• The leaders said they would pursue two ideas administratively. 

o The other six will be proposed as regulations. 
• The two administrative changes are: 

o To omit the value of donations from the sources-and-uses budget and 
total cost calculations for 4 percent low-income housing tax credit 
developments. 
 That includes such things as donated land and improvements, fee 

waivers and any other donated costs. 
o The other administrative change is to add a line to staff reports that 

calculates the lifetime rent benefit of a development. 



Summary: August 23, 2016 
 

• The other six ideas will be made as proposed regulations changes. 
• They include: 

o First, to limit the bond allocation on a per-unit basis based on the number 
of bedrooms. 
 That will restrict the amount of tax-exempt bonds and 4 percent tax 

credits that are available to high-cost projects. 
o The second idea is to provide a developer fee incentive to minimize costs 

for new construction financed by 9 percent low-income housing tax 
credits. 

o Third, they will propose regulations to eliminate the ability for most high-
cost projects to proceed in the competitive tax rounds with the approval of 
the committee. 
 That applies to those with high-cost percentages greater than 130 

percent. 
 There would be an offset for projects in high-opportunity areas. 

o Fourth, they will propose to reduce minimum unit size for apartments, 
based on the number of bedrooms. 

o The fifth proposed regulation change is to allow rehabilitation projects to 
seek waivers for the community space minimum-size requirement if 
community space already exists. 

o The final proposed change would be to not allow basis for the cost of 
parking over the state’s established parking ratio standards for certain 
types of developments. 
 That’s a half-space per unit for transit-oriented districts and senior 

developments and three-tenths of a space per unit for special 
needs projects. 

• Since there are many areas around the country where high-cost projects are an 
issue in affordable housing, it will be interesting to see the effect on costs and 
also to see if other ideas come out of these. 

• You can see the full list and explanations of the California ideas at 
www.taxcredithousing.com. 
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NEW MARKETS TAX CREDIT NEWS 
 
NMTC Public Data Release: 2003-2014 Summary Report 

• In new markets tax credit news, the Community Development Financial 
Institutions (CDFI) Fund recently released data on new markets tax credit 
(NMTC) investments through fiscal year (FY) 2014.    

o The data was collected from community development entities (CDEs) that 
submitted annual reports detailing how they invested qualified equity 
investment (QEI) proceeds in low-income communities. 

• The CDFI Fund says that through the first 12 application rounds of the NMTC 
program, CDEs disbursed nearly $38.5 billion in QEI proceeds to nearly 4,500 
qualified active low-income community businesses.  

• Of that investment amount:  
o nearly 67 percent was in real estate development and leasing activities,  
o more than 31 percent was in operating businesses and  
o about 2 percent was in other financing purposes.  

• In 2014 alone, CDEs made 984 NMTC investments totaling more than $3 billion.  
o 215 QLICIs, or nearly 22 percent of the total, were directed to non-

metropolitan areas.  
o These QLICIs provided more than $798 million in NMTC investments.  

• One way that CDEs can remain competitive when applying for new markets tax 
credit allocation authority is to invest in areas of higher distress, as designated by 
the CDFI Fund. 

• CDEs can meet their commitment to areas of higher distress by investing in 
census tracts that meet at least one of the following three “severe distress” 
criteria:  

o One, the area has a poverty rate of 30 percent or greater;  
o Two, the median family income is at or below 60 percent of applicable 

area median income; or  
o Three, the unemployment rate is at least 1.5 times the national average. 

• The CDFI Fund said that about 74 percent of investments went to projects in 
census tracts that met one of these three indicators of “severe distress.” 

o And nearly 25 percent of total investments went to projects in census 
tracts that met all three indicators of “severe distress.”   

• In sum, the report shows how effectively the new markets tax credit brings capital 
to the underserved areas that need it the most.  

• To read the CDFI Fund’s findings, go to www.newmarketscredits.com.  
 
QEI Issuance Report 

• In related news, the CDFI Fund also released its updated monthly Qualified 
Equity Investment Issuance Report, or QEI Report.  

• The QEI report identifies  
o the total dollar amount finalized by NMTC allocatees  
o and the amount that remains to be issued.  

http://www.newmarketscredits.com/


Summary: August 23, 2016 
 

• The CDFI Fund said that about $305 million in allocation authority was issued 
since the previous QEI report in July.  

• The total amount allocated since the beginning of the program is nearly $42.2 
billion.  

• As of August 10, the amount of NMTC allocation authority still available is about 
$1.3 billion.  

o However, much of that is already unofficially committed.  
• To learn more about the latest trends in new markets tax credit investments, register 

for our New Markets Tax Credit Fall Conference in New Orleans. 
• The conference is Oct. 20-21. 

o To register go to www.newmarketscredits.com.    
 

 
  

http://www.newmarketscredits.com/


Summary: August 23, 2016 
 

HISTORIC TAX CREDIT NEWS 
 
Novogradac Historic Rehabilitation Awards 

• In historic tax credit news, I’m happy to announce the winners of the 2016 
Novogradac Journal of Tax Credits Historic Rehabilitation Awards. 

• The annual awards honor historic rehabilitation development teams for 
excellence in the creative and effective use of the historic tax credit. 

• In the Financial Innovation category, KD Management won for its redevelopment 
of an old office building in Cleveland. 

o Known as The Residences at 1717, the building now offers retail space 
and 223 apartments, 20 percent of which are affordable. 

• In the Overcoming Obstacles category, Dominium Development & Acquisitions 
won for turning what was once the largest flour mill in the world into A-Mill Artist 
Lofts workforce housing in Minneapolis. 

o One of the major challenges was integrating the hydropower system 
beneath the mill complex into the rehabilitation design. 

• In the Major Community Impact category, Industrial Realty Group won for 
redeveloping the historic Goodyear Hall in Akron. 

o Industry Realty Group turned the building into a live-work-play destination. 
• Congratulations to this year’s winners. 
• We’ll honor them at the Novogradac Historic Tax Credit Conference in Cleveland 

next month, Sept. 21 to be exact. 
•  I should also point out that Novogradac conducts several awards programs that 

recognize outstanding achievements in the use of tax credits. 
• We have awards for affordable housing, community development, historic 

rehabilitation and renewable energy. 
• We accept nominations year-round, so I encourage you to check out our awards 

programs and consider submitting a nomination at www.novoco.com. 
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
U.S. Department of Energy Wind Technologies Report 

• In renewable energy tax credit news, the Department of Energy released its 
annual wind power market report last week. 

• The report concluded that wind power’s low cost makes it an attractive option for 
utilities and corporate buyers. 

• The report found that: 
o wind power was the biggest source of electric-generating capacity 

additions in 2015, 
o wind made up 41 percent of new generation capacity in the United States 

last year, 
o bigger turbines have enhanced the performance of wind projects, and 
o the falling price of turbines have helped push down the cost of wind 

projects. 
• The price for wind power, which was seven cents per kilowatt hour in 2009, has 

dropped to two cents per kilowatt hour in 2016, according to the report. 
• The report says that the growth in the industry is supported by the production tax 

credit, which was extended for five years last December. 
o That is highlighted by the fact that the report predicts wind power capacity 

additions will continue to grow for five years. 
o The report says prospects for growth beyond that five-year window are 

uncertain. 
o The Department of Energy says that 2016 and 2017 will likely be the peak 

of project finance activity for the foreseeable future. 
 Those are the years, of course, when projects that commence 

construction receive 100 percent and then 80 percent of the 
previous production tax credit value. 

• The report was prepared by the Lawrence Berkley National Laboratory and is 
available at www.energytaxcredits.com. 

• The report is called “2015 Wind Technologies Market Report.” 
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