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Final FY2025 
Reconciliation Bill
(OBBBA)
For more info about the bill:
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For more info about the bill:

www.novoco.com/
notes-from-
novogradac
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12% Increase in annual 9% allocations

Financing over 1.2 million more housing units possible over next ten years.

Lowering the 50% test to 25% for 4% tax credits
Could double units financed with existing PAB resources 
dedicated to rental housing

February 3, 2026www.novoco.com 4

Key OBBBA Permanent LIHTC Expansions
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Full expensing (a.k.a. 100% Bonus Depreciation)

Also included:

Renewable Energy
Solar and wind energy credits phase-down accelerated
45L (New Energy Efficient Home Credit) repealed after June 30, 2026

Novogradac Renewable Energy Tax Credits Conference
San Diego | May 14-15, 2026JOIN US

Opportunity Zones
Housing – likely over 1 million rental homes financed

Novogradac Affordable Housing Conference
San Diego| May 7-8, 2026

Novogradac Opportunity Zones Summit
Washington, D.C.| Oct. 29-30, 2026JOIN US
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• Rental housing affordability crisis
• Failure to use PABs for affordable 

apartments for low-income families will 
result in less production and a greater 
unmet need for such housing

• Every PAB dollar used to directly finance 
affordable rental housing leverages at 
least 50 cents of additional federal funds 
that otherwise would go unused

Value of Using Bonds for 
Rental Housingwww.novoco.com/notes-from-novogradac
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25% Test – 
Opportunity and Implications
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• Carryforward Bonds issued after Dec. 31, 2025 qualify
• Acq/rehabs where rehab PIS after Dec. 31, 2025 qualify

 

Draw Down Bonds with an initial issue date prior to 
Jan. 1, 2026 would not qualify for 25% Test

50% Test: Property placed in service  (PIS) 
before Jan. 1, 2026

Qualifications for the 25% Test

JULY AUG SEPT OCT NOV DEC JAN FEB MAR APR MAY JUN JULY

20262025

50% Test 25% Test

JAN. 1, 2026

25% Test: Property PIS after Dec. 31, 2025, if 
• At least 5% of aggregate basis is financed by 

bonds issued after Dec. 31, 2025

Source: Tiber Hudson; Novogradac
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Volume Cap 
Scarcity
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Undersubscribed
(15 states)

Parity
(11 states)

Oversubscribed
(24 states & Washington, D.C.)

Information as of September 2025
Source: Tiber Hudson; Novogradac

This map is likely to change as 
states implement 25% test
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www.novoco.com/periodicals
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State Policies on New 25% Bond Financing Threshold
As of Jan. 9, 2026

Source: NCSHA
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chfainfo.com/rental-housing/private-activity-bonds
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Challenges & Opportunities

Approaches

27.5%/30%

2026/2025/2027

Maintain bond volume % for rental 
housing

Challenges

Scalable soft financing

Bond recycling

9% and 4% combined

Preservation Acq/rehab
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Affordable Housing and 
Opportunity Zones
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Guidance Needed 
from Treasury
Immediate guidance items:

• Expiration of OZ Designations
• Clarification of Notice 2025-50 related to rural 

investments
• Expiration of Special Rule for Puerto Rico

February 3, 2026www.novoco.com 15
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Upcoming Guidance 
Request Letters

• Two additional letters
• Second letter submitted Jan. 2026

• Implementation recommendations, 
including guidance on zone selection, 
reporting requirements, penalties, and 
inclusion events

• Third letter is anticipated in early 2026
• Broader policy recommendations, touching 

on topics such as affordable housing, 
operating businesses, and guidance on 
working capital safe harbor plans

February 3, 2026www.novoco.com 16
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Available at eig.org
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www.novoco.com/resource-centers/
opportunity-zones-resource-center/
opportunity-funds-listing • Novogradac opportunity funds list 

includes roughly 1/3 of funds
• As of Dec. 2025:

• 2,142 Novogradac-tracked QOFs 
• 1,709 report a specific amount of equity 

raised 
• Reported a cumulative $42.76 billion in 

investment from the dawn of the OZ 
incentive through Dec. 2025

• 209,838 total housing units
• Including 6,488 affordable housing units

• 10,325 housing units in Colorado
• Including 103 affordable housing units 

in Colorado

February 3, 2026www.novoco.com 18

Novogradac-Tracked QOFs
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LIHTC Equity Pricing

February 3, 2026www.novoco.com 19
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www.taxcredithousing.com

Nov. 2016
$1.05

Dec. 2025
$0.84

View the interactive 
chart with more 
detailed data:
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www.taxcredithousing.com

View the regional 
and state-level data:

February 3, 2026www.novoco.com 21
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View the regional 
and state-level data:
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Housing Credit Equity 
Pricing Dynamics

Increase Supply of Housing Credits

Bonus Depreciation

GSEs’ annual equity cap raised to $2 billion each

Phasing down of Energy Credits

Interest Rates / Inflation

Economy / Corporate Profits / New Investors

Bank Regulation – CRA / Capital Charges / PWI %

Future Tax Bills?

?
?
?
?

February 3, 2026www.novoco.com 23
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Supply & Demand Factors affecting
I N V E S T O R  E Q U I T Y  P R I C I N G Additional

factors??
Tax Legislation

• LIHTC Expansion
• NMTC Permanence
• Phase down of RETCs

• Transferability saved
• Full expensing

Inflation & 
Interest Rates

FASB Changes 
Final FASB Accounting Standards Update 

(ASU) released March 29, 2023

Community Reinvestment Act
July 16, 2025: Joint Proposal to Rescind

Basel III 
Endgame
Capital 
requirements 
for large banksGlobal Minimum Tax?

Side-by-side guidance released Jan. 5, 2026
Possible Retaliatory Taxes: Sect. 899

ESG, Impact Investing & 
Public Commitments

GSE Annual LIHTC 
Investment Cap

Aug. 5, 2025: Cap Doubled to $2B each

Public Welfare 
Investments

Cap increase from 15% to 20% is 
included in ROAD to Housing Act 

(S. 2651) & Housing for the 21st 
Century Act (HR 6644)

February 3, 2026www.novoco.com 24
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LIHTC Tax Equity Market Size 
2024-2029 Estimate, Investment in Billions

0 5 10 15 20 25 30 35 40 45

2029

2028

2027

2026

2025

2024 ~$29b

~$30b

~$31-33b

~$32-35b

~$34-37b

~$36-40b

February 3, 2026www.novoco.com 25



© 2026

Tax Credit Equity Pricing: Additional Discussion

Listen here:

February 3, 2026www.novoco.com 26
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Legislative

• Increase Public Welfare Investment authority 
from 15% to 20%

• Remove 75% limit
• Allow 3- or 5-year carryback
• Expand access for individual investors

• Passive Activity rules exemption (sect. 469)

Regulatory

• Increase GSE LIHTC investment cap from $1 
billion to $2 billion each

• Allow Duty-to-serve credit to GSEs for non-
rural LIHTC preservation investments

• Lower risk weighting for banks from 100% to 
50%

• Maintain and expand CRA incentives

Increase Investment Demand for the LIHTC:www.novoco.com/periodicals

February 3, 2026www.novoco.com 27
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PWIs
$28.9b

Total LIHTC 
Investment
$29b

Taxcreditcoalition.org

• 22 banks responded to the survey
• These 22 respondents represented over $14 billion of 

investment in the LIHTC in 2024
• Nearly 2/3 of all investment in the LIHTC

PWI Cap Survey Details

Bank
LIHTC
$23.1b

Survey 
Resp.
$14b

Banks 
Approaching Limit
$6.1b

2024 Investments:

February 3, 2026www.novoco.com 28
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Future of AHCIA

February 3, 2026www.novoco.com 29
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Affordable Housing Credit Improvement Act

119th Cosponsors: H.R. 2725: 82R 81D as of 1/20/2026

118th Cosponsors : H.R. 3238: 121R 152D
119th Cosponsors : S. 1515: 21R 21D as of 1/20/2026

118th Cosponsors : S. 1557: 17R 16D  1 I

DELBENE
D-WA

BEYER
D-VA

LAHOOD
R-IL

TENNEY
R-NY

PANETTA
D-CA

CANTWELL
D-WA

WYDEN
D-OR

YOUNG
R-IN

BLACKBURN
R-TN

Introduced in the House on April 8, 2025  |  Introduced in the Senate on April 29, 2025

FEENSTRA
R-IA

February 3, 2026www.novoco.com 30
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Primary LIHTC and PAB Production Provisions

Lowering the 50% Test down 
to 25% (Section 313)

• Lowering the “financed by” 
threshold from 50% to 25% 
for PAB financed housing 
starting in 2026

Increasing 9% allocations 
(Section 101)

• Increasing 9% LIHTC 
authority by 25% in 2025 
and in 2026 plus an 
inflation adjustment in 
2026,

• This provision assumes the 
temporary 12.5% 
allocation increase that 
expired at the end of 2021 
is reinstated in 2025 and 
made permanent and 
included in the new 
baseline going forward

Three 30% basis boost 
provisions

• Primarily affecting the 4% 
LIHTC credit (all of which 
were included in the 2023 
and 2025 AHCIA), starting 
in 2026:
• an extension of the 

discretionary 30% basis 
boost for 9% LIHTC to 
PAB-financed properties 
(Section 308), 

• a 30% basis boost for 
properties in Native 
American areas (Section 
402),

• a 30% basis boost for 
properties in rural areas 
(Section 501)

50% ELI basis boost (Section 
307) 

• Giving states discretion to 
provide a 50% basis boost 
for apartments reserved 
for ELI renters, as long as 
at least 20% of the 
apartments are reserved 
for ELI households, making 
more deeply income 
targeted developments 
more financially feasible

A H C I A  2 0 2 5

February 3, 2026www.novoco.com 31
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ROAD to Housing Act & Housing for the 21st Century Act
R O A D  T O  H O U S I N G  A C T

Additional changes:
• Rental Assistance Demonstration Program
• Increasing Housing in Opportunity Zones
• Reforming Disaster Recovery Act
• HOME Investment Partnerships Reauthorization and 

Improvement Act
• CDFI Enhancements

PWI cap increase:
• From the current 15% to a proposed 20% of a 

risk-adjusted bank’s capital and surplus
• Included in Community Investment and 

Prosperity Act (S. 2464)

H O U S I N G  F O R  T H E  2 1 S T  C E N T U R Y  A C T

PWI cap increase:
• From the current 15% to a proposed 20% of a 

risk-adjusted bank’s capital and surplus
• Included in Community Investment and 

Prosperity Act (HR 5913)

Additional changes:
• HOME Reform Act of 2025 (different from ROAD HOME 

provisions) 
• Rental Assistance Modernization
• Streamlined digital application systems and increased 

funding
• Reform USDA Rural Housing programs (but without 

decoupling from ROAD to Housing)
• Streamline cross-cutting federal requirements for housing 

programs (NEPA, BABA, etc.)

February 3, 2026www.novoco.com 32
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Comparing 
Selected 
Provisions in 
the Senate and 
House Bills

February 3, 2026 33www.novoco.com

Selected Policies
21st 
Century 
Act

ROAD to 
Housing 
Act 

Raise the Cap on Bank Public Welfare Investments (PWI) – 
Community Investment and Prosperity Act Sec. 303 Sec 205

Reform the HOME Program - HOME Investment Partnerships Reauthorization 
and Improvement Act; HOME Reform Act Sec. 201 Sec. 502

Create a Housing Conversion Pilot Program – 
Revitalizing Empty Structures into Desirable Environments (RESIDE) Act X Sec. 212

Improve USDA Rural Housing Services Programs – 
Rural Housing Service Reform Act Sec. 204 Sec. 503

Expand the Rental Assistance Demonstration (RAD) Program X Sec. 201

Incentivize Housing in Opportunity Zones X Sec. 202

Pilot Program to Provide Funds for Home Repairs and Health Hazards – 
Whole Home Repairs Act X Sec. 204

Permanently Authorize CDBG-DR Program - Reforming Disaster Recovery Act X Sec. 501

Federal Housing Agency Application of Environmental Reviews – 
Streamlining Rural Housing Act Sec. 105 X

Increase FHA Multifamily Loans Limits – Housing Affordability Act Sec. 106 Sec. 213

Require Communities Receiving CDBG to Identify Regulatory Barriers Sec. 202 X

Land Use and Zoning Best Practices - Housing Supply Frameworks Act Sec. 101 Sec. 203
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Incorporated in 21st Century Act

• “Four horsemen of the housing 
apocalypse”

• Davis-Bacon
• NEPA
• BABA
• Section 3

• Passed House Financial Services 
Committee on Dec. 17

February 3, 2026www.novoco.com 34

Flood/Cleaver HOME 
Reform Act of 2025

Rep. Flood
R-NE

Rep. Cleaver
D-MO
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Regulatory Policy 
Possibilities

February 3, 2026www.novoco.com 35
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Administration
U P D AT E S

What else??Fannie Mae & Freddie 
Mac Release from 
Conservatorship

$200b Fannie, Freddie MBS 
Purchase

Pocket Recissions/Withholding 
Appropriations and Spending

Davis-Bacon and 
Related Acts (DBRA)

National Environmental 
Policy Act (NEPA)

Build America, Buy 
America (BABA)

February 3, 2026www.novoco.com 36

Potential National Housing 
Emergency

Jan. 20 Executive Order
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Income & Rent Limits

Scan the code above to learn more about the group.

Scan the QR 
code to learn 
more about the 
Novogradac Rent 
and Income Limit 
Estimator

February 3, 2026www.novoco.com 37
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Instructions for Forms 8609/8609-A – Claiming LIHTCs

• The IRS updated the instructions of Form 
8609-A to limit the maximum qualified basis 
on line 3 to the amount on Form 8609 line 3a. 

• On Form 8609, the IRS allows two calculations 
of line 3a, one of which is contrary the 
calculation in IRC Section 42.

• The LIHTC Working Group will be issuing a 
comment letter to the IRS.

Scan to learn more 
about the group

February 3, 2026www.novoco.com 38
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FY2024 
Enacted

FY2025
Enacted

President 
FY2026 

Request

FY2026
House

FY2026
Senate

FY2026
Minibus

% Change 
FY26 Minibus– 
FY25 Enacted

Housing Choice Vouchers $32,387 $36,041** $0*** $35,268 $37,355 $38,439 +6.7%

Project Based Section 8 $16,010 $16,890 $0*** $17,127 $17,804 $18,543 +9.8%

Public Housing Fund Total $8,811 $8,811 $0*** $7,334 $8,397 $8,319 -5.6%

Operating Subsidies $5,476 $5,476 $0*** $4,975 $4,873 $4,687 -14.4%

Capital Subsidies $3,200 $3,200 $0*** $2,286 $3,200 $3,200 0%

Section 202 $913 $931 $0*** $950 $972 $1,031 +10.7%

Section 811 $208 $257 $0*** $262 $265 $287 +11.8%

HOPWA $505 $505 $0 $505 $529 $529 +4.8%

CDBG $3,300 $3,300 $0 $3,300 $3,100 $3,300 0%

HOME $1,250 $1,250 $0 $0 $1,250 $1,250 0%

State Rental Assistance Program N/A N/A $36,212* N/A N/A N/A N/A

Homeless Assistance $4,051 $4,051 $4,024 $4,158 $4,530 $4,417 +9.0%

Choice Neighborhoods Initiative $75 $75 $0 $0 $40 $25 -66.7%

Gross HUD discretionary appropriations $73,416 $77,432 $82,350 $87,129 $91,174 +17.7

HUD Budget
Note: amounts in millions

*Includes $4.4 billion in advance appropriations to be available in FY27 
**Includes $6 billion designated as emergency funding   
***Would be subsumed and consolidated under the new State Rental Assistance Program 
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HUD & USDA Funding in LIHTC Developments

HOME Program

For the following 9 states or territories, 40% or more 
of apartments have both LIHTC and HOME funds:

Arkansas (98%)
Iowa (57%)
Maine (44%)
Massachusetts (40%)
Nevada (51%)

Housing Trust Fund

In the 10 states below, more than 20% of 
LIHTC housing also has HTF:

Alaska (59%)
Connecticut (31%)
Montana (21%)
New Mexico (26%)
North Dakota (46%)

New Hampshire (48%)
Puerto Rico (92%)
South Dakota (61%)
Wyoming (100%)

Pennsylvania (25%)
South Dakota (61%)
Utah (26%)
Washington (35%)
Wyoming (100%)

HUD Project-Based Rental Assistance

More than 40% of LIHTC housing in the below 10 
states or territories also has PBRA:

Maryland (41%)
Michigan (57%
Missouri (43%)
North Dakota (44%
Ohio (60%)

USDA Rural Development 

Among these five states, more than 20% of 
LIHTC housing has RD support:

Delaware (22%)
Mississippi (25%)
South Dakota (29%)
West Virginia (45%)

Puerto Rico (90%)
South Carolina (81%)
Tennessee (52%)
Vermont (42%)
Virginia (42%)

www.novoco.com/notes-from-novogradac
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Colorado (25%) Colorado (0%)

Updated with data from 2024 NCSHA State HFA Factbook

Colorado (21%)
Colorado (0%)
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Advocacy Strategy & 
Resources

February 3, 2026www.novoco.com 41



© 2026 February 3, 2026www.novoco.com 42



© 2026

Colorado Delegation on Key Committees
T A X - W R I T I N G

NoneNone

February 3, 2026www.novoco.com

House Ways and Means Committee Senate Finance Committee

R E P U B L I C A N SD E M O C R A T S R E P U B L I C A N SD E M O C R A T S

Michael Bennet
(S 1515/AHCIA cosponsor)

None
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Colorado Delegation on Key Committees
A P P R O P R I A T I O N S

None

February 3, 2026www.novoco.com

House Appropriations Committee Senate Appropriations Committee

R E P U B L I C A N SD E M O C R A T S R E P U B L I C A N SD E M O C R A T S

None NoneNone

44



© 2026

Colorado Delegation on Key Committees
B A N K I N G

NoneBrittany Pettersen, CO-7th 
(HR 2725/AHCIA cosponsor) 

February 3, 2026www.novoco.com

House Financial Services Committee Senate Banking, Housing and
Urban Affairs Committee

R E P U B L I C A N SD E M O C R A T S R E P U B L I C A N SD E M O C R A T S

None None
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Other Colorado Delegation Members

Rep. Jeff Hurd, R-CO-3rd 

Rep. Lauren Boebert, R-CO-4th 

Rep. Jeff Crank, R-CO-5th 
(HR 2725/AHCIA cosponsor)

Rep. Gabe Evans, R-CO-8th 
(HR 2725/AHCIA cosponsor)

Sen. John Hickenlooper
(S 1515/AHCIA cosponsor)

Rep. Diana DeGette, D-CO-1st 
(HR 2725/AHCIA cosponsor)

Rep. Joe Neguse, D-CO-2nd 
(HR 2725/AHCIA cosponsor)

Rep. Jason Crow, D-CO-6th 
(HR 2725/AHCIA cosponsor)

February 3, 2026www.novoco.com
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www.taxcredithousing.com
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www.taxcredithousing.com
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Reports of LIHTC Properties by State and Congressional District

www.taxcredithousing.com
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rentalhousingaction.org/national-state-district-fact-sheets/
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Learn more about the 
Housing Credit
The ACTION Campaign
rentalhousingaction.org

Contact: Ayrianne Parks
Email: aparks@enterprisecommunity.org

Contact: Jennifer Schwartz
Email: jschwartz@ncsha.org 

Join the ACTION Campaign!

mailto:aparks@enterprisecommunity.org
mailto:jschwartz@ncsha.org
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