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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, starts the general 

news section by talking about the Congressional hearings held last week on the president’s 

proposed budget for fiscal year 2016. Next, he shares some news on seven extenders bills that 

were approved by the House Ways and Means Committee and what that approval could mean 

for tax reform in the coming year. Then he’ll address the individual rosters for the Senate tax 

reform working groups. In the affordable housing section, he shares some news about HUD 

reviewing waitlist applications for the Rental Assistance Demonstration program. After that, he 

reviews two different housing needs reports. One was issued by HUD on worst-case housing 

needs across the country. The other is a housing needs assessment for the state of Vermont, 

where thousands of affordable housing units are set to exit their compliance period or lose their 

subsidies in the next five years. In new markets tax credit news, he shares the latest Qualified 

Equity Investment Issuance Report and the likely reason there was $793 million in investments 

finalized in January. In historic tax credit news, he talks about a proposed $10 million annual 

cap on Wisconsin’s state historic tax credit. Then he’ll discuss what North Carolina’s governor is 

doing to re-establish a state historic tax credit after the previous state credit expired in 

December. In the renewable energy tax credit section, he discusses the IRS soliciting allocation 

applications for about $1.3 billion in new clean renewable energy bonds, or New CREBs. 

 

Summaries of each topic:  
1. General News (2:25 – 10:33) Pages 2 - 4 

2. Low-Income Housing Tax Credits (10:34 – 15:56) Pages 5 - 6 

3. New Markets Tax Credits (15:57 – 17:18) Page 7 

4. Historic Tax Credits (17:19 – 21:21) Pages 8 - 9 

5. Renewable Energy Tax Credits (21:22 – 23:37) Page 10 

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, 2015. 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 

FY 2016 Budget Hearings 
• As I promised in last week’s podcast, I’ll start off this week’s general section with news on 

the Congressional hearings held on the president’s proposed budget for fiscal year 2016. 
o And I’ll discuss what they could mean for possible tax reform during this 

legislative session. 
• Treasury Secretary Jacob Lew last week testified in hearings for the House Ways and 

Means Committee and the Senate Finance Committee on the president's proposed $3.999 
trillion budget. 

• Well, it’s no secret that the president and Republican leaders in Congress don’t see eye to 
eye on individual tax reform.  

• However, if the hearings last week were any indication, there could be good reason to 
believe that there’s at least hope for compromise on business tax reform. 

• Ways and Means Chairman Paul Ryan said in his opening statement for the hearing last 
Monday that he didn’t want to focus on differences, but on common ground. 

• Even though Ryan was critical of the $2.1 trillion in tax increases proposed by the budget, 
he said the Obama administration was taking “baby steps” in the right direction.  

• He closed by saying the committee wants to work with the administration on simplifying 
the tax code. 

• In the Senate Finance Committee last Thursday, Chairman Orrin Hatch expressed similar 
critiques about a budget proposal that would raise taxes but still doesn’t balance. 

• Like Ryan, however, Hatch refocused his statement on finding points where there might 
be eventual agreement.  

• Hatch called on President Obama and his administration to work with the committee on 
advancing tax reform. 

• It appears the desire to collaborate is mutual. 
• Secretary Lew said he looks forward to working with the committees to make progress on 

tax reform this year, specifically starting with business tax reform. 
• Lew said he and the president believe that business tax reform offers plenty of 

opportunities for bipartisan cooperation and common ground. 
• I should note that Senate Finance Committee Ranking Member Ron Wyden was optimistic 

that even more than business tax reform could be done.  
• Surprisingly, Sen. Wyden in his opening statement urged Lew to also include individual tax 

reform in negotiations.  
• Wyden said that while corporate tax reform was important, it would be a grave mistake to 

leave millions of middle-class families and small businesses out. 
• You can find Secretary Lew’s testimony, Chairmen Ryan and Hatch’s opening statements 

at www.novoco.com/hottopics.  
• Simply click on the “Tax Credits and the Federal Budget” link and navigate to the 2016 

budget page. 
 
Ways and Means Committee Approves Making Some Tax Extenders Permanent 
• In other news, the House Ways and Means Committee last week approved seven bills that 

would make a group of temporary tax breaks permanent.  
o The bills advance to the full House for consideration, possibly this week. 

• Among other things, the provisions address 

http://www.novoco.com/hottopics
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o food inventory donations,  
o distributions to charity from individual retirement accounts and 
o permanent expensing under Section 179 of the tax code for donating 

conservation easements to charity.  
• I should point out: That this group of tax extenders does not include the low-income 

housing tax credit minimum rates, new markets tax credit, or renewable energy tax credits. 
• So you might be thinking, why am I mentioning them in our podcast? 
• This news is important for our listeners, not so much for which bills were approved, but 

because of what their approval suggests about how the committee might approach other 
extender bills. 

• Last year, then-House Ways and Means Committee Chairman Dave Camp had tried to 
resolve expired tax incentives as part of broader tax reform. 

• In the last Congress, House Democrats were unwilling to support individual bills making 
temporary tax provisions permanent without paying for them. 

• But this could change in the new Republican-controlled Congress, as suggested by the 
Ways and Means Committee’s willingness to advance the tax extender bills.  

• However, not everyone on the committee was happy about the approach. 
• Committee Democrats unanimously opposed the extensions.  
• Ranking Member Sander Levin criticized the committee’s move last week as, and I quote, 

“a pick-and-choose approach to tax extenders.” End quote. 
• Levin said that tax extenders should be considered as part of comprehensive tax reform, 

as in Chairman Camp’s approach.  
• Meanwhile, current Chairman Ryan held that the Ways and Means Committee can work 

on extenders and broader tax reform simultaneously. 
• It’s also difficult to see how such a package could pass the Senate.  
• Even if majority leader McConnell wanted to pick up the package, it’s quite possible that 

the Republican-controlled Senate cannot overcome a filibuster.  
• Such a proposal could though be the beginning of a package that included other various 

tax provisions that could ultimately pass the Senate, get approved by the House and be 
signed by the president.  

• That’s one of the reasons why we thought it was worth mentioning to some degree of 
emphasis during this week’s podcast.  

 
Senate Tax Reform Working Group Roster 
• While we’re on the subject of tax reform, as I mentioned in our podcast a few weeks ago, 

the Senate Finance Committee formed five working groups to address tax reform.  
• The co-chairs were named last month, but the individual rosters for the working groups 

weren’t announced until last week. 
• As a reminder, the working groups are individual income tax, business income tax, 

savings and investment, international tax, and community development and infrastructure. 
• The community development and infrastructure working group is expected to examine the 

low-income housing tax credit, the new markets tax credit, and the historic tax credit, 
along with a host of other matters, including the Highway Trust Fund.  

• The business income tax working group is expected to cover renewable energy tax 
credits, among a host of other items. 

• For these two working groups, there are actually two Senators who are going to be serving 
on each of the two working groups.  
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o Sen. Dan Coats, a Republican from Indiana, and 
o Sen. Bill Nelson, a Democrat from Florida. 

• So there will be a slight amount of overlap. 
• Sen. Coats, I should note, is also the chairman of the Senate Finance Subcommittee on 

Energy, Natural Resources and Infrastructure, which has some jurisdiction over the 
renewable energy and historic tax credits. 

• Sen. Nelson, I should note, cosponsored legislation in the 112th Congress (2011-12) to 
permanently extend the 9 percent credit rate, as well as the 4 percent credit rate floor for 
low-income housing tax credits used for acquisition. 

• In addition to Sen. Coats and Sen. Dean Heller, a Republican from Nevada, fellow 
Republican Tim Scott of South Carolina is on the community development and 
infrastructure working group. 

• Turning to the Democrats, in addition to Sen. Nelson and co-chair Democratic Sen. 
Michael Bennet from Colorado, Sen. Maria Cantwell, a Democrat from Washington, will 
serve on the community development and infrastructure working group. 

• Having Sen. Cantwell on the committee is great news. 
• As regular listeners know, Sen. Cantwell has been the lead sponsor of low-income 

housing tax credit legislation and a strong supporter of the new markets tax credit. 
• I should also note that Sen. Bennet is the ranking member of Senate Finance 

Subcommittee on Energy, Natural Resources and Infrastructure. 
• Turning to the business income tax working group, in addition to Sen. Coats and co-chair 

Republican Sen. John Thune from South Dakota, the following other Republicans were 
added to the group: 

o Pat Roberts of Kansas, 
o Richard Burr of North Carolina, 
o Johnny Isakson of Georgia,  
o Rob Portman of Ohio and 
o Pat Toomey of Pennsylvania. 

• Joining Sen. Nelson and co-chair Sen. Ben Cardin, a Democrat from Maryland, are the 
following Democrats: 

o Debbie Stabenow of Michigan, 
o Tom Carper of Delaware,  
o Bob Casey of Pennsylvania, 
o Mark Warner of Virginia and  
o Robert Menendez of New Jersey. 

• Tax credit advocates are hopeful that strong program support in the working groups will 
help protect the incentives as Congress considers tax reform and even enhance them. 

• For more on the latest news from Washington, follow me on Twitter. 
• My handle is @Novogradac.  

  



Summary: February 10, 2015 
 

LOW-INCOME HOUSING TAX CREDIT NEWS 

RAD Application Review Process Updated 
• In affordable housing news, the U.S. Department of Housing and Urban Development, or 

HUD, announced it will begin reviewing applications on the waitlist for the Rental 
Assistance Demonstration, or RAD, program.  

• As you know, RAD allows public housing and moderate rehab properties to convert 
assistance into long-term, project-based Section 8 contracts.  

• The cap for conversions under this first component of RAD was previously set at 60,000 
units.  

o But applications for more than 180,000 units were submitted. 
• In response to the strong demand for the program, Congress raised the conversion cap to 

185,000 units under the Fiscal Year 2015 Appropriations Act. 
• In a Federal Register notice published last week, HUD said it will begin issuing 

Commitments to Enter into Housing Assistance Payment Contracts, or CHAPs, to all 
eligible applicants. 

• Many applicants have been on the waitlist for more than a year. 
o Because of this, applicants will be allowed to update information that has 

changed since their application was submitted. 
• HUD said that it may consider deal-specific factors, including program financing 

requirements, to determine the order in which it will process applications. 
• Furthermore, HUD said that applications that require a CHAP by a certain deadline in 

order to secure development financing may be reviewed before other applications. 
• HUD expects that it will have the authority to approve about 8,000 more units once the 

applications on the current waitlist have been approved.  
o Applications for these additional units will be accepted and reviewed on a first-

come, first-served basis.  
• A copy of the Federal Register notice is available at www.hudresourcecenter.com.  
• If you have any questions about submitting a RAD application, please contact my partner 

Susan Wilson in our Austin, Texas, office at 512-340-0420. 
 
HUD Issues Worst Case Housing Needs Report 
• In other news, HUD sent a report to Congress last week on worst-case housing needs. 
• HUD defined “worst-case needs” as renters with incomes below 50 percent of area 

median income who do not receive government housing assistance and who 
o pay more than half of their income for rent, 
o live in severely inadequate conditions,  
o or both.  

• Worst-case housing needs dropped from 8.5 million households in 2011 to 7.7 million 
households in 2013. 

• And the number of worst-case needs in 2013 was 9 percent lower than in 2011. 
o Although HUD partly attributes this to a 7.2 percent increase in renter incomes 

and a modest 2 percent increase in the rental unit supply. 
• Still, worst-case housing needs remain a national problem.  

o The number of worst-case housing needs renters in 2013 was still 9 percent 
more than in 2009. 

o And guess the percentage increase over 2003? 49.  

http://www.hudresourcecenter.com/
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o I’ll say that again. The number of worst-case housing needs renters in 2013 is 49 
percent higher than in 2003. 

• And the number of worst-case needs renters still persists at high levels across all 
demographic groups, household types and regions. 

• Overall, the need for decent, safe and affordable rental housing clearly far exceeds 
supply. 

• Reports like these highlight the importance of programs that create and preserve quality 
affordable housing.  

• You can find the report at www.hudresourcecenter.com. 
• And you can read my blog post on it at www.novogradac.wordpress.com.  

 
Vermont Housing Needs Assessment and the LIHTC  
• Speaking of housing needs, I have a state-level report from Vermont.  
• Last month, Bowen National Research put together a housing needs assessment report 

for the Vermont Department of Housing & Community Development.  
• The report projects the housing needs for each county and the overall state between the 

years 2015 and 2020. 
• From August to October 2014, researchers surveyed more than 400 Vermont multifamily 

rental housing properties. 
o These developments represent more than 70 percent of all identified multifamily 

developments in the state.  
• In terms of affordable housing, low-income housing tax credit (LIHTC) properties are 

operating at a 1.1 percent vacancy rate and only 0.7 percent of government-subsidized 
housing is vacant. 

• Demand for affordable senior housing is especially strong among households earning 
between 30 and 50 percent of area median income.   

• Obviously, there’s a strong demand and need for affordable housing in the state. 
• However, thousands of units could potentially lose their government subsidy or exit the 

LIHTC program by 2020. 
• That means they would no longer be available to serve low-income and very-low-income 

households.  
• The report said it’s likely that many of the subsidized developments will renew their 

subsidy and that LIHTC developments will either re-apply for credits or at least maintain 
their affordability requirements beyond the 15-year compliance period.  

• According to the report, there are 141 developments with a total of nearly 3,300 units that 
meet these criteria.  

• That being said, any reduction of the current supply will only worsen the problems facing 
lower-income households in the state. 

• To read the “Vermont Housing Needs Assessment” report, go to 
www.taxcredithousing.com.   

 

  

http://www.hudresourcecenter.com/
http://www.novogradac.wordpress.com/
http://www.taxcredithousing.com/
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NEW MARKETS TAX CREDIT NEWS 

QEI Issuance Update  
• In new markets tax credit (NMTC) news, the CDFI Fund issued its latest Qualified Equity 

Investment Issuance Report last week.  
• The report, which is released each month, identifies: 

o the total dollar amount finalized by NMTC allocatees and  
o the amount remaining to be issued.  

• According to the report, nearly $800 million in qualified equity investments, or QEIs, were 
finalized in January.  

o This is significantly less than the $1 billion finalized in December, but far greater 
than the past 12-month average of $284 million. 

• The large amount of investments finalized in December and January are likely due to a 
recent deadline that I’m sure many of you were very familiar with. 

• Jan. 30 was the deadline by which prior allocatees had to meet necessary QEI issuance 
thresholds. 

• As of Feb. 2, the amount still available in NMTC allocation authority is nearly $1.5 billion. 
o Although a majority of that $1.5 billion has already been unofficially committed.  

• If you have any questions about your investments, please contact my partner Diana 
Letsinger in our Long Beach office at 562-432-9482. 

• And if you’d like to look at a copy of the latest QEI Issuance Report, go to 
www.newmarketscredits.com.  

  

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

Wisconsin Governor Proposes HTC Cap 
• In historic tax credit (HTC) news, I have two state-level stories for you. 
• The first is from Wisconsin, where Gov. Scott Walker’s proposed 2015 to 2017 state 

budget puts a $10 million annual cap on the state HTC. 
o Last year, more than three times that amount was claimed for historic 

preservation in Wisconsin. 
• Wisconsin’s historic credit was introduced in 1989, back when I started Novogradac & 

Company LLP coincidentally, and was worth 5 percent of qualified construction costs. 
• In 2013, it was increased to 10 percent and in 2014, it went to 20 percent–all with no cap. 
• When the state Legislature made the last increase–increasing from 10 to 20 percent–

lawmakers anticipated a $4 million impact on the budget. 
o In fact, the 2014 increase proposal had a $4 million cap, but it was removed 

before the legislation was approved. 
• Last June, the Wisconsin Economic Development Corporation, which administers the 

credits, said that it had approved $35 million of credits for 2014 alone. 
• The tax credit was temporarily suspended, but the suspension was lifted after about a 

month. 
• So Gov. Walker’s move to introduce a cap was somewhat anticipated. 
• The biggest question was at what level he would set it. 

o If the budget passes with the HTC cap in place, Wisconsin will join other states 
that set up systems to rank applicants. 

o Gov. Walker has proposed a system that includes job creation as a major factor. 
• The next step for the state budget is to go to the state’s Joint Finance Committee, which 

will hold hearings around the state and then prepare its version, which doesn’t have to 
mirror Walker’s budget. 

• The Legislature ultimately will pass a budget bill, but Walker can use a line-item veto 
before signing it. 

o  The budget is set to be finalized by July 1. 
o The new cap would take effect in 2016. 

 
North Carolina Governor Calls for Restoration of State HTC 
• Our other state story is from North Carolina, where Gov. Pat McCrory continued a months-

long campaign last week when he called for the restoration of the state historic 
preservation tax credit in his 2015 state of the state speech. 

• I’m sure this comes as no surprise to our regular listeners or those who follow me on 
Twitter. 

• We’ve covered in many episodes, and I have tweeted many times, the ongoing effort in 
North Carolina to keep the state HTC alive, although the credit was allowed to expire in 
December.  

• Gov. McCrory and Susan Kluttz, the state’s secretary of cultural resources, have been 
barnstorming the state in recent weeks, highlighting developments built with help from the 
state’s expired HTC and pointing out new opportunities. 

o McCrory has made the restoration of the HTC one of the main themes of nearly 
every appearance since late last year. 

• As I mentioned, the credit expired at the end of 2014. 
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o It was a 20 percent credit program that began in 1998. 
• There was also a 30 percent credit for non-income-producing properties. 
• Together, the state and federal HTCs have brought nearly $1.5 billion of investment into 

North Carolina over the years. 
o That represents nearly 2,500 developments in 90 of the state’s 100 counties. 

• Success of that now-expired credit inspired advocates to push for a new HTC program to 
take its place. 

•  Earlier this year, Kluttz said the new proposed credit rate would be 15 percent of qualified 
expenditures. 

• There would likely be a 5 percent boost for developments involving mills and another 5 
percent boost for projects in economically distressed areas. 

• The good news is that there’s strong support for a new program. 
• In fact, an online petition to bring back the credit has nearly 5,000 signatures. 
• You can learn more about state HTC programs at www.historictaxcredits.com.  

  

http://www.historictaxcredits.com/


Summary: February 10, 2015 
 

RENEWABLE ENERGY TAX CREDITS 

IRS Solicits Application for New CREBs 
• In renewable energy news, the Internal Revenue Service (IRS) last week solicited 

allocation applications for about $1.3 billion in new clean renewable energy bonds, or New 
CREBs. 

• The bonds were authorized by the Emergency Economic Stabilization Act of 2008 and the 
American Recovery and Reinvestment Act of 2009. 

• Combined, those acts approved a volume cap of about $2.4 billion in New CREBs. 
o They are split among governmental bodies, public power providers and 

cooperative electric companies. 
o And qualified owners can use them for capital expenditures on qualified 

renewable energy facilities. 
• In October 2009 and January 2010, the entire volume cap was allocated for governmental 

bodies and public power providers. 
• By March 2011, it allocated its cap for cooperative electric companies. 
• The legislation creating the bonds included a three-year deadline by which the allocations 

had to be used. 
o That deadline was March 4, 2014. 

• Earlier IRS notices about the 2008 and 2009 legislation provided that any relinquished or 
reverted volume cap be reallocated in the same category as the original allocation. 

• So this new allocation of New CREBs will include about: 
o $516 million of volume cap for projects owned by public power providers, 
o $597 million of volume cap for projects owned by governmental bodies and 
o $280 million of volume cap for projects owned by cooperative electric companies. 

• The notice also includes guidelines and deadlines for the applications. 
o For projects owned by public power providers, applications must be submitted by 

June 3. 
o Applications for projects owned by governmental bodies and cooperative electric 

companies must be submitted earlier, beginning March 5. 
• To read Notice 2015-12, visit www.energytaxcredits.com and under technical guidance, 

click on the Select IRS Guidance page. 
• If you have any questions about applying for the energy bonds, please contact my partner 

Stephen Tracy in our San Francisco office at 415-356-8000. 
  
 

http://www.energytaxcredits.com/

