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What the Mid-Term Elections Hold

for the Tax Credit Community

By Michael J. Novogradac, CPA

his month lawmakers headed to their home states and

Tdistricts for a work period that is scheduled to last un-

til September 10. Among other activities, many of them

will be campaigning in advance of the November mid-term

elections. Voters will cast ballots in November for 37 of 100
Senate seats and all 435 House seats.

Thirty-four of the Senate seats up for election are for six-year
terms, beginning January 3, 2011, and ending in January
2017. The other three races are for shorter terms; the sena-
tor elected in Delaware will serve a term ending in Janu-
ary 2015 and the term for the senator elected in New York
will end January 2013. A special election in West Virginia
will be held on November 2 to fill the seat of Sen. Robert C.
Byrd, who passed away on June 28. The winner of the special
election would serve the remainder of the term ending Janu-
ary 3, 2013. Also in the Senate, a special election was held in
Massachusetts on January 19 for a 38th seat, for a term that
ends in January 2013. Going into the election, the Senate is
composed of 57 Democrats, 41 Republicans and two Inde-
pendents who caucus with the Democrats. Of the seats that
are up for election in 2010, 19 are held by Democrats, six of
whom are retiring in 2010 and one who lost in the primary,
leaving 12 incumbents who are running for re-election. The
balance of the seats up for election are held by Republicans,
six of whom are retiring and one who lost in the primary,
leaving 11 incumbents who are running for re-election.

Elections will be held for all 435 seats in House of Represen-
tatives, representing all 50 states, as well as for the delegates
from the District of Columbia and four of the five major U.S.
territories. The only seat in the House not up for election

is that of the Resident Commis-
sioner of Puerto Rico, who serves
a four-year term and will next
face election in 2012. Of the 435
157 Republican
incumbents are running for re-
election and 22 Republican seats
are open, while 237 Democratic

House seats,

incumbents are running for re-
election and 19 seats are open.

There is a lot of speculation about

whether the balance of power between Republicans and
Democrats will shift in Congress. At the time of this writing
nearly all insiders are predicting that the number of Dem-
ocrats will decrease in the House. The major question ap-
pears to be by how much.

Peter Lawrence, senior policy director at Enterprise Com-
munity Partners and secretary of the Affordable Housing
Tax Credit Coalition (AHTCC), has said the potential impact
of the election is uncertain. “We're not exactly sure what the
election will bring in terms of changes in tax credit policy,’
he said.

7

Low-Income Housing Tax Credit

David Gasson, executive director of the Housing Advisory
Group, said there are expectations that Republicans will pick
up seats in the House. “If that happens, it will be difficult for
the affordable housing industry to be on offense for things
we'd like to see for the [LIHTC] program,” Gasson said. “We
do not have the Republican side of the House.”

continued on page 2
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continued from page 1

However, Gasson noted that while House Minority Leader John
Boehner of Ohio has not demonstrated support for the LIHTC
program, some House Republicans such as Reps. Dave Camp of
Michigan and Erik Cantor of Virginia have been supportive of
the LIHTC. Lawrence also notes that historically, the LIHTC has
enjoyed some level of bipartisan support. “We’ve had this very
bipartisan history and we certainly trust that it will continue,”
Lawrence said. “It is a very effective public/private partnership
program.”

Robert M. Rozen, Ernst & Young’s Washington counsel, cautioned
that it’s too early to tell what the effect of the elections will be
but he agrees with Lawrence that the LIHTC is unlikely to suffer
significantly as a result of any potential shift of control between
parties.

“The history is that it’s an issue that Democrats care about more
than Republicans. There’s going to be fewer Democrats, so it’s safe
to say there will be less support for affordable housing issues,”
Rozen said. However, he continued, “The housing credit program
has always had strong bipartisan support but we’ve probably most
recently had more support on the Democrat side. We don’t have
anything to fear in actions against the program. The question is to
what extent we'll have a positive agenda to make changes in the
program.”

Gasson noted some specific contests such as those of Sen. Blanche
Lincoln of Arkansas and Rep. Barney Frank of Massachusetts as
tough races with some potential impact on the tax credit commu-
nity. Both lawmakers have been actively supportive of the LIHTC
as well as other tax credits.

New Markets Tax Credits

Sen. Lincoln, who is running for re-election as an incumbent,
co-sponsored legislation to extend the new markets tax credit
(NMTC) program with Sens. Olympia Snowe of Maine and Deb-
bie Stabenow of Michigan. Neither Snowe nor Stabenow are up for
re-election this year. Other supporters of the NMTC in Congress
include Sen. Jay Rockefeller of West Virginia, whose seat is not up
for re-election, and Rep. Richard Neal of Massachusetts, who is
running as the incumbent in his district.

The NMTC is losing one supporter to retirement in Sen. George
LeMieux, D-Fla. Sen. LeMieux is one of a bipartisan group of six
lawmakers that recently proposed a package of tax incentives to
provide relief for struggling small businesses along the Gulf Coast.
He was joined by Sen. Mary Landrieu, D-La., Sen. Bill Nelson, D-
Fla., Sen. Roger Wicker, R-Miss., and Sen. David Vitter, R-La., in
proposing a special allocation of NMTCs for the oil spill recovery
zone. Sen. Vitter is running for re-election as an incumbent.
continued on page 3
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Supporters of the NMTC say that the program’s track record will
serve it well regardless of any specific races or a general power
shift. “The credit has had a long history of bipartisan support,”
said Robert Rapoza, president of Rapoza Associates, which man-
ages the New Markets Tax Credit Coalition. “Regardless of who's
in charge of Congress, the success of the program ought to put us
in a good position to continue.”

Rapoza predicted that Republicans will likely advance a new tax
bill, which could serve as a vehicle for NMTC provisions. Overall,
he said, most of the members of Congress who support the credit
are in good shape going in to the elections. “We think we’ve got a
brand people like regardless of what party they are with and we
hope that will continue,” Rapoza said.

Looking forward to 2011, the NMTC Coalition’s goals include
working with the House and Senate to secure an extension of the
NMTC program. Alison Feighan, who is a vice president at Rapo-
za Associates and represents the NMTC Coalition, said she can
see no reason that the Administration wouldn’t support an exten-
sion of the program next year. However, Rapoza noted that the
difficulties this year, which had nothing to do with the tax credit
itself, point more than ever to a need to get a five year reauthoriza-
tion bill for the NMTC.

Historic Tax Credits

Michael Hanson, of the C2 Group, the lobbyist for the Historic Tax
Credit Coalition (HTCC), was similarly confident that the strength
of the historic tax credit program and its track record will insulate
it from any significant impact from the elections.

“I don't believe that the elections will affect the support of the cred-
it,” Hanson said. Some key races involving lawmakers that have
demonstrated support for the historic tax credit include Reps. Al-
lyson Schwartz of Pennsylvania, and Pat Tiberi of Ohio, as well
as Sen. Lincoln. But overall, the coalition’s priority is for strong
bipartisan support for the HTC program to continue.

Renewable Energy Tax Credits

It’s unlikely that renewable energy tax credits will suffer signifi-
cant negative impact from the elections because widespread bi-
partisan support exists for renewable energy. Moreover, there is
no shortage of legislation—dozens of bills have been introduced
this year to extend or expand energy tax credits.

At the time of this writing, Ways and Means Committee Chairman
Rep. Sander Levin, D-Mich., was circulating draft legislative text
of the Domestic Manufacturing and Energy Jobs Act of 2010. The
bill would extend and expand the Section 48C advanced manufac-
turing tax credit and extend the Section 1603 cash grant in lieu of

continued on page 4
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tax credit program through 2012. However, the sticking
point on these kinds of bills is finding acceptable offsets
for any new spending; this has been very difficult this
year and will likely remain so next year.

“It’s vital for the renewable energy community to con-

tinue to communicate the value of these programs to
lawmakers,” said Stephen Tracy, CPA, a partner at No-
vogradac & Company. “Those efforts will be key in se-
curing the support the renewable energy industry needs

Senate
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elections for tax credit programs, the recurring theme
is clear: tax credits with proven results—such as the
LIHTC, NMTC and HTC—stand to lose little immedi-
ate support, largely because of their track records. And
while this is an encouraging consensus, efforts to remain
in this legislative position must be ongoing lest the tax
credit community lose ground. Tax credit supporters
must continue to educate lawmakers, both incumbent
and incoming, on the positive results that these pro-
grams create in order to continue the trend of bipartisan

to continue growing.” support in the years to come. $

Educate, Inform, Advocate
When considering the potential impact of the mid-term
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