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Agenda

Market conditions (including equity update)

Potential Federal Legislative Changes
Affordable Housing Credit Improvement Act

Reconciliation bill (formerly known as Build Back Better)
LIHTC proposals

Housing spending proposals 

Neighborhood Homes Tax Credit

DASH Act and Middle Income Housing Tax Credit

JCHS 2022 Rental Housing Report

HUD funding update

Average Income Test

CalHFA MIP
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Rental Housing Bonds: Over Double Since 2015

2000: 
$3.0B

2003: 
$5.7B

2006: 
$6.3B

2009: 
$1.2B

2012: 
$5.0B

2015:
$6.6B

2016:
$14.0B

2017:
$15.3B

2018:
$14.7B

2019:
$16.4B

2020:
$17.2B

2000:
$882.1M

2003:
$1.4B

2006:
$1.7B

2009:
$296.0M

2012:
$1.4B

2015:
$2.9B

2016:
$4.7B 2017:

$3.4B

2018:
$4.0B

2019:
$5.4B

2020:
$3.7B
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LIHTC Use: New Construction vs. Rehabilitation
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LIHTC Use: New Construction vs. Rehabilitation
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State of the Equity Market

www.novoco.com/Journal

Bond Volume 
Cap

Rents
Post-COVID

LIHTC Equity Pricing and 
Yield

Potential CRA 
Reform

4 Percent Floor 
Success
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Supply & Demand Factors affecting

INVESTOR EQUITY PRICING

Additional factors?
?

Overall Economy
Future Tax Legislation

• More Tax Credits
• Expanded Carryback
• 75% GBC Limit
• New Minimum Tax

Community Reinvestment Act
Office of the Comptroller of the 

Currency officially rescinded CRA 
rule on Dec. 14, 2021

Interest Rates

Possible FASB 
Changes

March 17, 2022 www.novoco.com

New notice of proposed rulemaking on 
CRA regulations coming soon?
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Coming soon…

www.taxcredithousing.com

w w w . n o v o c o . c o m

Improved equity 
price tracking
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Potential Federal Legislative Changes
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Affordable Housing Credit Improvement Act

R E I N T R O D U C E D  A P R I L  1 5 ,  2 0 2 1

CANTWELL
D-WA

WYDEN
D-OR

YOUNG
R-IN

DELBENE
D-WA

WALORSKI
R-IN

BEYER
D-VA

PORTMAN
R-OH

WENSTRUP
R-OH

S. 1703: 11R 28D  2I |  H.R. 3077: 79R 154D2019 bill cosponsors:
S. 1136: 10R 22D |  H.R. 2573: 56R 99D  as of 3/10/20222021 bill cosponsors:

March 17, 2022 www.novoco.com
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Build Back Better Act – Senate Bill

E F F E C T  O F  P R I M A R Y  P R O V I S I O N S

S E C T I O N  1 2 5 1 0 2

Temporarily lowering the 50% 
Test to 25%, 2022 to 2026

735,500
additional rental homes over 10 years
Senate provision preliminary score: 
$8.695b over 2022-31

March 17, 2022 www.novoco.com

24 states19 states 7 states
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S E C T I O N  1 2 5 1 0 1

Maintain 12.5% increase with inflation 
adjustments in 2022-2025, further 
increase allocation by 25% in 2025

23,000
additional rental homes over 10 years
Senate provision preliminary score: 
$2.129b over 2022-31

Build Back Better Act – Senate Bill

E F F E C T  O F  P R I M A R Y  P R O V I S I O N S

March 17, 2022 www.novoco.com
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Build Back Better Act – Senate Bill

S E C T I O N  1 2 5 3 0 3

A permanent maximum 30% basis boost for properties in Native American areas

S E C T I O N  1 2 5 1 0 3

Permanently provide a 50% basis boost* for units serving extremely low-income (ELI) tenants in 9% and 4% 
properties and Set Aside 8% of 9% allocations

A D D I T I O N A L  P R O V I S I O N S

S E C T I O N  1 2 5 1 0 5

Modify the existing statutory right of first refusal (ROFR) and clarify of rights relating to building purchase

S E C T I O N  1 2 5 1 0 4

Would limit the use of qualified contracts by repealing option for future properties and retroactively changing 
statutory price formula for existing properties

March 17, 2022 www.novoco.com
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Build Back Better Act (Senate Draft Bill)

Highlights of most prominent spending proposals

• $65 billion for Public Housing Recapitalization

– $2.25 billion for Choice Neighborhood Initiative

• $25 billion for rental assistance

– $24 billion for Housing Choice Vouchers

– $1 billion for Project-Based Rental Assistance

• $15 billion for Housing Trust Fund

• $10 billion for HOME Investment Partnership Program

• $10 billion for a new HUD-administered program for first-generation downpayment assistance and housing counseling

H O U S I N G  A N D  C O M M U N I T Y  D E V E L O P M E N T  S P E N D I N G :  M O R E  T H A N  $ 1 5 6 B  W A S  I N C L U D E D

March 17, 2022 www.novoco.com
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Housing Trust Fund Update:

Estimated Build Back Better Top 20 State Allocations

1. California
2. New York
3. Texas
4. Florida
5. Illinois
6. Pennsylvania
7. New Jersey
8. Ohio
9. North Carolina
10. Georgia

11. Michigan
12. Massachusetts
13. Washington
14. Virginia
15. Wisconsin 
16. Arizona
17. Missouri 
18. Indiana
19. Maryland
20. Tennessee

$2,693,200,000
$1,658,500,000

$946,600,000
$754,400,000
$694,100,000
$548,900,000
$545,300,000
$485,300,000
$396,900,000
$385,200,000

$382,900,000
$380,100,000
$338,400,000
$321,000,000
$252,500,000
$247,200,000
$242,700,000
$242,300,000
$225,700,000
$219,600,000

BBB Est.2021BBB Est.2021

$126,579,067 
$73,383,641 
$41,750,738 
$35,072,600 
$30,702,615 
$24,134,348 
$24,354,671 
$21,186,076 
$17,493,694 
$17,459,897 

$17,158,160 
$16,987,942 
$15,685,029 
$14,340,031 
$11,159,627 
$11,477,467 
$10,536,095 
$10,674,428 

$9,975,009
$9,736,855 

% Change % Change

2028%
2160%
2167%
2051%
2161%
2174%
2139%
2191%
2169%
2106%

2132%
2137%
2057%
2138%
2163%
2054%
2204%
2170%
2163%
2155%

Source: NLIHC

Based on a national total of $15 billion
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Build Back Better Act (Senate Draft Bill)

Highlights of most prominent spending proposals

• $65 billion for Public Housing Recapitalization

– $2.25 billion for Choice Neighborhood Initiative

• $25 billion for rental assistance

– $24 billion for Housing Choice Vouchers

– $1 billion for Project-Based Rental Assistance

• $15 billion for Housing Trust Fund

• $10 billion for HOME Investment Partnership Program

• $10 billion for a new HUD-administered program for first-generation downpayment assistance and housing counseling

H O U S I N G  A N D  C O M M U N I T Y  D E V E L O P M E N T  S P E N D I N G :  M O R E  T H A N  $ 1 5 6 B  W A S  I N C L U D E D

March 17, 2022 www.novoco.com
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First-Time Homebuyer Assistance

• Home buyers may receive up to $20,000 in assistance, 
or $25,000 in assistance if the home buyer qualifies as 
a “socially and economically disadvantaged 
individual.”

• The act defines “socially disadvantaged individuals” as 
“those who have been subjected to racial or ethnic 
prejudice or cultural bias because of their identity as a 
member of a group without regard to their individual 
qualities.” An “economically disadvantaged individual” 
is one who meets the bill’s income requirements.

• Income must be below 120% AMI or 180% AMI in 
high-cost area.

Maxine Waters
D-CA

Down Payment Toward Equity Act of 2021

March 17, 2022 www.novoco.com
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PORTMAN
R-OH

Neighborhood Homes Investment Act

S.98 INTRODUCED JANUARY 28, 2021 | H.R.2134 INTRODUCED MARCH 23, 2021

KELLY
R-PA

S. 98: 6R 12D
H.R. 2134: 22R 41D  
as of 3/9/2022

117th Cosponsors:

HIGGINS
D-NY

CARDIN
D-MD

YOUNG
R-IN

BROWN
D-OH

COONS
D-DE

SCOTT
R-SC

SEWELL
D-AL

LAHOOD
R-IL

LARSON
D-CT

WALORSKI
R-IN

S. 4073: 4R 3D
H.R. 3316: 13R 20D  

116th Cosponsors:

March 17, 2022 www.novoco.com
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Neighborhood Homes Investment Act

• A new federal tax credit to attract capital to build and rehabilitate 
500,000 owner-occupied homes in distressed urban, suburban and rural 
neighborhoods over the next decade

• No other federal tax incentive addresses a key problem: development 
costs exceed market values for owner-occupied homes in distressed 
neighborhoods. NHTC complements but does not duplicate:

– Tax-exempt mortgage bonds: reduce monthly payments, not development cost 
gaps

– Low Income Housing Tax Credits: for rentals, not homeownership
– Opportunity Zones: primarily commercial real estate and businesses, not 

homeownership
• States allocated NHTC credits based on population 

– $6 per capita annually 
– Minimum for small states: $8 million annually
– Nationwide total: ~$2 billion annually

• State Housing Finance Agencies likely to be the program administrators.

March 17, 2022 www.novoco.com

S.98 INTRODUCED JANUARY 28, 2021 | H.R.2134 INTRODUCED MARCH 23, 2021
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Build Back Better Act – Senate Bill

S E C T I O N  1 2 5 1 0 6

The bill would create a neighborhood 
homes tax credit (NHTC) very similar to 
the tax credit proposed in the 
Neighborhood Homes Investment Act 
(H.R. 2413, S.98), and the DASH Act. 

N E I G H B O R H O O D  H O M E S  TA X  C R E D I T  ( temporary version)

125,000
additional owner-occupied homes over 10 years
Senate provision preliminary score: 
$5.859b over 2022-31

March 17, 2022 www.novoco.com
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First-time 
homebuyer tax 

credit 

Decent, Affordable Safe Housing for All Act (DASH)
and What Tax Proposals Are Included

Neighborhood Homes 
Investment Credit

117th Congress

Middle-Income 
Housing Tax Credit

114th Congress

115th Congress

March 17, 2022 www.novoco.com

Credit for low-
income 
housing 

supportive 
services

DASH Act

Renter Tax Credit 
Act of 2021

117th Congress

117th Congress

Introduced 
Sept. 23, 2021
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Middle-Income Housing Tax Credit

• The allocation would be $1 per capita with a $1.14 
million small-state minimum.

• At least 60% of the property’s units must be 
reserved for individuals with incomes of 100% or 
less of AMI

• Tenants’ rents must not exceed 30% of 100% of 
AMI

• 5% MIHTC allocated like 9% LIHTCs and 2% MIHTC, 
similar to 4% credits/private activity bonds

March 17, 2022 www.novoco.com
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Middle-Income Housing Tax Credit

www.novoco.com/blog
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Middle-Income Housing Tax Credit

www.novoco.com/blog
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Middle-Income Housing Tax Credit

Available on our 
mobile app: 
NovocoKnows

www.novoco.com/products
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Middle-Income Housing Tax Credit

Available on our 
mobile app: 
NovocoKnows

www.novoco.com/products

Note: amounts in thousands
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JCHS 2022 Rental Housing Report 

www.novoco.com/Blog
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JCHS 2022 Rental Housing Report 
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2023202220222021

JANDEC FEB MAR APR MAY JUNE JULY AUG SEPT OCT

MAR. 10
Congress passes FY2022 Omnibus

DEC. 31
• FY 2018 omnibus 12.5% allocation increase for 9% LIHTC expired
• Roughly two dozen other tax provisions expired, including Child Tax Credit

SEPT. 30
End of fiscal year, last day before 
recess for the midterm elections 

NOV DEC JAN FEB

8/1-9/13: 
House 
Recess

8/8-9/6: 
Senate 
Recess

NOV. 8
Midterm elections

JAN. 3
First day of 
118th Congress

DEC. 31
Eight tax 
provisions set to 
expire

WEEK OF MAR. 21
Administration expected to submit 
FY2023 budget request

MAR. 1
State of the Union

MAY 1
Student loan interest and payment pause 
issued by administration ends

March 17, 2022 www.novoco.com

4/8-4/24: 
Easter
Recess

5/30-6/3: 
Mem. Day

Recess

7/1-7/10:
July 4th

Recess
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FY2021
Enacted

FY2022
Request

House 
FY2022 Bill

Senate 
FY2022 Bill

Omnibus 
FY2022

% Change 
Omnibus –

FY21 Enacted

Housing Choice Vouchers $25,777 $30,442 $29,216 $27,719 $27,370 6.2%

Project Based Section 8 $13,465 $14,060 $14,010 $13,970 $13,985 3.9%

Public Housing Fund Total $7,806 $8,575 $8,640 $8,838 $8,451 8.3%

Operating Subsidies $4,839 $4,887 $4,897 $5,019 $5,039 4.1%

Capital Subsidies $2,765 $3,200 $3,400 $3,616 $3,200 15.7%

Section 202 $855 $928 $1,033 $956 $1,033 20.8%

Section 811 $227 $272 $352 $227 $352 55.1%

HOPWA $430 $450 $600 $450 $450 4.7%

CDBG $3,450 $3,745 $3,765 $3,550 $3,300 -4.3%

HOME $1,350 $1,850 $1,850 $1,450 $1,500 11.1%

Homeless Assistance $3,000 $3,500 $3,420 $3,260 $3,213 4.7%

Choice Neighborhoods Initiative $200 $250 $400 $200 $350 75.0%

HUD Gross Appropriations $60,357 $68,694 $68,444 $65,397 $65,702 8.9%

HUD Budget
Note: amounts in millions

Visit www.HUDresourcecenter.com for additional HUD budget resources

March 17, 2022 www.novoco.com

http://www.hudresourcecenter.com/
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Average Income Test

IRC 42(g)(1) 
provides 
three 
choices for 
income set-
aside 
elections:

40-60 Test, where at least 40 percent of the units are rent restricted and occupied by 
households with income less that 60 percent of area median gross income (AMGI)

20-50 Test, where at least 20 percent of the units are rent restricted and occupied by 
households with income less than 50 percent of AMGI

Average Income Test, where at least 40 percent of the units are rent restricted and 
occupied by individuals whose income does not exceed the imputed income limitation 
designated by the taxpayer with respect to the respective unit. The designated 
percentage may be 20, 30, 40, 50, 60, 70, or 80 percent. Further, the average of the 
designated income limits of the respective units cannot be greater than 60 percent

March 17, 2022 www.novoco.com
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Average Income Test

2022202120212020

NOVOCT JAN JUL AUG SEPT OCT NOV DEC JAN FEB MAR APR MAY JUNDEC FEB MAR APR MAY JUN

OCT. 2020
• The Internal Revenue Service 

(IRS) published proposed 
guidance on the application of 
the average income test (AIT) 
under Internal Revenue Code 
§42(g)(1)(C).  

• The proposed guidance… 
• Amends Treasury 

Regulation §1.42-15 on 
the next available unit rule

• Creates new guidance in 
the form of a draft 
Treasury Regulation 
§1.42-19

MAR. 2021
Public hearing on the 
regulations was held

NOW – JUNE 2022

Final Rule expected
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Mixed Income Program
California’s response for needs beyond 60% AMI

March 17, 2022 www.novoco.com
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Mixed-Income Program

• Total development costs: 
– $89.8m total   
– $374k/unit

• ~240 units, average of 55% AMI
• 4% LIHTC fed credit equity: $38m

– Average income test election
• State credit equity: $4.9m
• CalHFA loan: $33.2m
• CalHFA MIP loan: $8m
• Deferred developer fee: $5.7m

March 17, 2022 www.novoco.com

Example of 2022 MIP Project
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Questions?
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