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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, starts off with by 

discussing how much a tax extenders package passed by the Senate Finance Committee is 

expected to cost over the next 10 years. In the low-income housing tax credit segment, he 

shares the results of the Council of Development Finance Agencies’ 2014 private activity bond 

and volume cap report. He also talks about a report on how cities can make inclusionary 

housing policies more balanced between addressing housing needs and keeping requirements 

financially feasible for developers. In new markets tax credit news, he provides an update on 

legislation that would permanently extend the federal New Markets Tax Credit (NMTC) program. 

In the historic tax credit section, he shares an opportunity for listeners to gain insights from 

some of the leading experts in the historic tax credit community.  He closes with the renewable 

energy tax credit section, where he talks about a recently enacted Oregon bill and what it 

means for renewable energy tax credits in the state. 

 
 
Summaries of each topic:  
 

1. General News (1:50 – 7:25) Pages 2 - 3 

2. Low-Income Housing Tax Credits (7:26 – 12:25) Pages 4 - 5 

3. New Markets Tax Credits (12:26 – 13:42) Page 6 

4. Historic Tax Credits (13:43 – 15:12) Page 7 

5. Renewable Energy Tax Credits (15:13 – 17:18) 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, 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. 

  



Summary: August 11, 2015 
 

GENERAL NEWS 
 
Tax Relief Extension Act of 2015 Bill Text, Committee Report, Summaries and Cost 
Estimate 

 In general news, an updated cost estimate is now available for the Tax Relief Extension 
Act of 2015.   

 This updated cost estimate is nearly identical to the one released a few weeks ago. 

 However, it also includes a macroeconomic impact, which I will talk about in a moment.  

 Now this Tax Relief Extension Act of 2015 legislation was described in detail in a podcast 
a couple of weeks ago.  

 It’s a bill that would reinstate and extend certain expired tax provisions through the end of 
2016. 

o It includes more than 50 provisions.  
o Many of them expired at the end of 2014. 

 Here’s a quick recap of some of the tax credit provisions that were included in the 
extenders bill. This would be the list that I think is of most interest to the listeners of this 
podcast.  

o There’s the minimum 9 percent low-income housing tax credit applicable 
percentage; 

o The new market tax credit extension even adjusts for inflation; 
o the Section 45(d) renewable energy production tax credit for projects that begin 

construction by the end of 2016; 
o as well as the option to claim the Section 48 investment tax credit in lieu of the 

PTC; 
o there’s also a 50 percent first-year bonus depreciation provision; 
o a Section 45L new energy-efficient home tax credit extension; 
o as well as the Section 179D energy-efficient commercial and multifamily 

buildings deduction.  

 The bill would also create a minimum 4 percent applicable percentage, or credit 
percentage, for low-income housing tax credit used to finance property acquisitions for 
which an allocation is received out of the tax credit volume limitation. 

 Well, the Senate Finance Committee advanced that two-year extenders package a few 
weeks ago, July 21. 

 Since then, the Congressional Budget Office (CBO) and the Joint Committee on Taxation 
(JCT) have released their updated estimates on how much the bill would cost. 

 The JCT estimates that the bill would increase deficits by about $97 billion for the 2015-
2025 period – over that 10-year period. 

 So under this analysis, and I should say under the analysis business tax extensions would 
reduce revenues by $62.6 billion over the 2016-2025 period.  

o Those provisions would also increase outlays by about $300 million for the same 
period. 

 The bill’s energy tax provision extensions would lower tax revenues by close to $17 billion. 

 More specifically, the energy provision with the largest effect on revenues is the one that 
would extend the begin construction date for the production tax credit or the investment 
tax credit in lieu of the production tax credit. 

o That provision alone would cost the federal government $10.5 billion in revenues. 
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 These numbers aren’t that different than the ones that were released a few weeks ago, 
and these number I just mentioned do not include macroeconomic effects.  

 If macroeconomic effects or more colloquially referred to as dynamic scoring were 
considered, then the estimated deficits or costs decrease by about $10 billion over the 
period. 

o That’s because the dynamic scoring method assumes a certain level of economic 
or macroeconomic effects will occur and over this 10-year scoring period, there 
would be about $10 billion to offset the cost. 

 Now this scoring is an example of why dynamic scoring is a method favored by 
Republicans since they gained a majority in both chambers of Congress. 

o Actually, even before they gained a majority in both chambers of Congress 

 This method of evaluating legislation could lower the scored cost of certain tax reform 
proposals—as we’ve seen with this estimate. 

 Now as I’ve mentioned, compared to traditional static scoring, dynamic scoring reduces 
the bill’s deficit by about $10 billion; $97 down to about $87 billion. 

 Now according to the Joint Committee on Taxation, the provisions in the bill affecting the 
taxation of personal income are relatively small and projected to have little effect on 
incentives to supply labor to the economy.   

 Now the provisions affecting businesses, especially the extension of 50 percent expensing 
are expected to have a more significant, although temporary, impact on the after-tax cost 
of capital. 

 Thus, the primary effect of the bill on the economy is expected to be an initial increase in 
the stock of business capital of about 0.3 percent in the first half of the budget period, 
resulting in an increase in production output, and receipts by about 0.1 percent during that 
period. 

 That’s what’s leading to the lower cost, when you take into account this type of scoring. 

 After the expiration of these provisions, though, the growth of capital is expected to 
decrease gradually, which reverses these effects.  

 Now that the Senate Finance Committee advanced the bill, the next step is for the full 
Senate to consider it. 

 Congress is on its August state and district work period, so it’s unclear when the full 
Senate will take up the extenders bill. 

 Once lawmakers come back from the break after Labor Day, they’ll most likely prioritize 
keeping the government funded to avoid another government shutdown after Sept. 30.  

 Meanwhile, House Ways and Means Committee Chairman Paul Ryan said he wants to 
tackle tax extenders in the fall rather than the winter. 

 But again, it’ll most likely be another rush to pass the extenders before the end of the year. 

 I’ll keep you posted on Twitter. 

 My handle is @Novogradac.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 

CDFA Annual Volume Cap Report 

 In affordable housing news, the Council of Development Finance Agencies (CDFA) has 
released its report of 2014 private activity bond and volume cap trends. 

 As you know, private activity bonds are backed by revenue and issued by a state or local 
authority on behalf of a project. 

o If the project is qualified, the bonds are exempt from federal income taxes. 
o This allows the project to access capital at lower interest rates. 

 According to the CDFA report, in 2014, the 50 states and the District of Columbia received 
about $34.5 billion in new volume cap. 

o That represents an increase of 5.5 percent from 2013. 
o In addition to that, there was more than $59.1 billion in existing carryforward 

allocation, bringing the total accessible amount of the national volume cap to 
more than $92 billion. 

 This continues the upward trend in total available volume cap over the past few years.  

 I note that Georgia had the largest percentage increase over 2013, with a 15.4 percent 
jump. 

o But all states saw an increase in new allocation. 

 Most significant to the affordable housing community is that $6.48, nearly $6.5 billion was 
issued in private activity bonds for multifamily rental housing. 

o Listeners know, of course, that affordable housing developments that are 
financed in part by volume cap bonds are eligible for 4 percent low-income 
housing tax credits (LIHTCs). 

 In 2014, the biggest issuers of the bonds for multifamily rental housing were New York and 
California. 

o They were the biggest by far: 
 New York issued $2 billion worth, and 
 California issued just more than $1.5 billion worth. 

o That means they combined for about 53 percent of the national total. 

 On the flip side, 16 states reported that they issued no private activity bonds for multifamily 
rental housing. 

 You can see the report at www.taxcredithousing.com. 
o Hover over resources and click on Reports and Research. 
o It’s called “CDFA Annual Volume Cap Report: An Analysis of 2014 Private 

Activity Bond & Volume Cap Trends.” 

 Plus, there’s more information on the report and some significant numbers on my blog.  

 My blog can be found at Novogradac.wordpress.com. 
  

Inclusionary Housing Report 

 In other news, the Center for Housing Policy released a report on how to make 
inclusionary housing policies more flexible in urban settings.  

o Inclusionary housing policies work through the local land use approvals process 
to either offer incentives or require developers to make a share of units 
affordable to low- or moderate-income households. 

 The report notes four factors that are driving this interest to create more inclusionary 
housing.  

http://www.taxcredithousing.com/
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o One, high rent burdens are affecting a broad range of residents. 
 This includes those who earn too much to qualify for federal housing 

assistance.  
o Two, cities are concerned about their capacity to house and retain a diverse 

workforce.  
o Three, some communities are raising concerns about the loss of displaced, long-

time residents. 
o And finally, localities are looking for better tools to disperse affordable housing in 

mixed-income settings and to connect lower-income households to opportunities. 

 In essence, cities face the challenge of find the right balance between addressing housing 
needs and keeping affordability requirements feasible for developers. 

 The danger is that if policies are too restrictive, they could stunt the overall housing supply 
growth.  

 The report then described four ways to make inclusionary housing policies more flexible. 
o The first recommendation: permit off-site development in multiple low-poverty 

neighborhoods. 
o The second recommendation: offer options to preserve or increase the 

affordability of existing housing. 
o The third option: allow in-lieu fees while restricting where they can be spent.  

 The report found that the option to pay a fee in lieu of providing affordable 
units on-site provides greater flexibility for developers.  

o The final recommendation: provide flexibility on income levels served. 

 Here’s an example: 
o Consider a program that normally asks a developer to make 15 percent of total 

units affordable to households at 80 percent of the area median income, or AMI. 
o That same program might also allow the developer to make a smaller share of 

apartments affordable to households at 50 percent of the AMI. 
o In other words, the requirements could reduce the percentage of affordable units 

in return for deeper income targeting.  

 If cities improved the flexibility of their inclusionary housing policies, they could make 
affordable housing development more financially feasible.   

 To read the report, titled “Making Inclusionary Housing More Flexible: Four Ideas for 
Urban Settings,” go to www.taxcredithousing.com.  

 

 

 

  

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

NMTC Extension Bill Update 

 In new markets tax credit (NMTC) news, I have the latest information on legislation we’ve 
been monitoring over the past few months. 

 It’s the New Markets Tax Credit Extension Act of 2015. 

 It would permanently extend the federal NMTC, which expired at the end of 2014. 

 In addition to making the program permanent, two companion bills would set an annual 
inflation adjustment for the allocation amount. 

 That inflation adjustment would help return the credit to its value and keep the value going 
forward. 

o It’s something that stakeholders have long pushed for. 

 The legislation would also allow the NMTC to be claimed against the alternative minimum 
tax, or AMT, liability. 

 Since our last update of the bill in June, three new cosponsors have signed on in support 
of House bill, H.R. 855. 

 They are: 
o Vern Buchanan, a Republican from Florida, 
o Christopher Gibson, a Republican from New York and 
o Ruben Hinojosa, a Democrat from Texas. 

 That brings the total so far to 56 cosponsors: 35 Democrats and 21 Republicans. 

 Meanwhile, the Senate version of the bill, S. 591, still has six cosponsors. 

 You can find copies of the legislation at www.newmarketscredits.com.  
 
  

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

Novogradac HTC Conference 

 In historic tax credit (HTC) news, I’d like to invite you to join me at our Novogradac Historic 
Tax Credit Conference. 

 It’s coming up next month: Sept. 17 and 18 in San Antonio, Texas. 

 Our panels of historic preservation experts will discuss everything from the treatment of 
Section 50(d) income and smaller HTC investments to current transaction structures and 
pairing the federal historic credit with state HTCs.  

 We’re offering offer two pre-conference workshops. 
o One is an introduction to the federal HTC program, and the other is a workshop 

on state HTCs. 
o Those pre-conference workshops will be held on Wednesday, Sept. 16. 

 Then, during the conference, we’ll present the Novogradac Journal of Tax Credits Historic 
Rehabilitation Awards. 

o These awards honor development teams for excellence in the creative use of the 
HTC.  

o We have a handful of winners who are very worthy of recognition. 

 Another exciting announcement is that this year, Novogradac will host a bus tour of hand-
picked HTC properties in San Antonio.  

o That’s certainly a showcase you won’t want to miss. 

 So, I encourage you to register for the conference today if you haven’t already. 

 We have well over 200 attendees so far. 

 If you sign up before Aug. 24, you can qualify for the early bird discount.  

 To sign up, go to www.novoco.com/events. 

 

 
  

http://www.novoco.com/events
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RENEWABLE ENERGY TAX CREDIT NEWS 

Oregon Omnibus Bill Changes 

 In renewable energy tax credit (RETC) news, an Oregon bill was recently enacted to 
extend several tax credits and prohibit those credits from being used to offset the state’s 
corporation minimum tax. 

o That was a reaction to a court decision involving the state’s business energy tax 
credit. 

 The latest legislation reverses a 2013 decision by the state supreme court. 
o At that time, the court ruled that the business energy tax credit could be used 

against the corporation minimum tax, which the Oregon Department of Revenue 
interpreted as applying to all tax credits. 

o The new legislation specifically states that tax credits cannot offset the 
corporation minimum tax. 
 The state’s legislative revenue office said the change will result in an 

additional $19.2 million in revenue for the state in the next two years. 

 The legislation put a sunset on that specific provision of the end of 2020. 
o It will need to be reviewed before then if it is going to be extended. 

 The new bill did include good news for many of the credits, as it extended several of them 
to the year 2022. 

o However, the state’s residential energy tax credit was not among those that were 
extended. 

o Several parts of the residential energy tax credit were tidied up a bit, but the tax 
credit’s expiration date of the end of 2018 was left in place. 

 The Oregon business energy tax credit was replaced last year with a new energy 
incentives program. 

 It issues credits worth up to 35 percent of the project costs. 
o There was a limit of $28 million in credits for the biennium ending June 30. 

 The omnibus bill, covering multiple credits and prohibiting them from being used against 
the state’s corporation minimum tax, easily passed both the House and Senate and was 
signed by Gov. Kate Brown. 

 For more information on state and federal RETCs, contact my partner Tony Grappone in 
our Boston office. 

 For more information about Oregon tax credits contact Nicolo Pinoli in our Portland, 
Oregon office. 

 


