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

discussion on the fiscal deadlines that Congress has to face in the next few months. In the 

affordable housing section, he talks about the status of two California bills that would make the 

state low-income housing tax credit an even more effective development tool. In new markets 

tax credit news, he provides information about the CDFI Fund’s new website. After that, he 

moves to the historic tax credit section, where he talks about which state has officially restored 

its expired state historic tax credit. He closes out with the renewable energy tax credit section, 

with two reports on the importance of preserving renewable energy incentives. One is from the 

American Wind Energy Association and the other is from the Solar Energy Industries 

Association. 

 
 
 
Summaries of each topic:  
 

1. General News (1:37 – 4:53) Pages 2 - 3  

2. Low-Income Housing Tax Credits (4:54 – 8:50) Pages 4 - 5  

3. New Markets Tax Credits (8:51 – 10:31) Page 6 

4. Historic Tax Credits (10:32 – 12:41) Page 7 

5. Renewable Energy Tax Credits (12:42 – 17:41) Pages 8 - 9  

 

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 

Fiscal Deadlines Update 

 The end of the fiscal year is next week and the end of the calendar year isn’t far behind. 

 That means it’s time for federal lawmakers to address the issues that they’ve postponed 
the whole year. 

 So for our general news section today, I’m going to highlight the top four fiscal deadlines 
that Congress has to face in the next few months. 

 The first one is next week. 

 I’m talking of course about the end of 2015 appropriations and the return of sequester 
caps. 

 That means lawmakers’ first priority is funding the government to avoid another 
government shutdown. 

 Even though Republicans have a majority in both houses of Congress, it’s far from smooth 
sailing to pass a funding measure. 

 First of all, there’s the threat of a presidential veto. 
o President Obama said months ago that he would veto any long-term 

appropriations bill that upheld sequestration levels. 

 Another hot-button issue is the funding or defunding of Planned Parenthood. 

 There’s a split within the Republican Party. 
o On one side are those willing to shut down the government as a tactic to defund 

Planned Parenthood. 
o On the other side are the ones who think a shutdown is too extreme or would be 

ineffective in getting Planned Parenthood defunded. 

 This split is also causing headaches with House Speaker John Boehner. 

 That’s because it presents him with two options: 
o If he agrees to include a provision defunding Planned Parenthood in the stop-gap 

funding bill, and it doesn’t pass Congress or is vetoed by President Obama, it 
could lead to a government shutdown. 

o In that case, it’s widely believed Republicans will be blamed. 
o If Boehner keeps the provision to defund out of the continuing resolution he 

would have to rely on Democratic votes to get the billed passed. In that case 
there would likely be a backlash against his leadership, and his role as Speaker 
could be endangered. 

 The deadline to act on a funding measure is next Wednesday, Sept. 30. 

 A stop-gap bill would keep the government funded in the short-term until Congress agrees 
on a long-term fiscal year 2016 appropriations bill.  

 Now the second deadline is the Oct. 29 expiration of the authorization to spend money out 
of the Highway Trust Fund. 

 The third fiscal deadline is the federal debt ceiling. 

 The Treasury Department estimates that the government’s borrowing powers will run out 
around the end of October. The Congressional Budget Office estimates spending authority 
could last until mid-November or December. 

 Finally, the fourth fiscal speedbump is the approaching Dec. 31 deadline to renew tax 
extenders retroactively. 

 The rush to enact end-of-year retroactive extensions has been a regular occurrence for 
certain tax provisions. 
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  As regular listeners know, included in recent years’ extensions are  
o the 9 percent minimum for certain low-income housing tax credit allocations, 
o the new markets tax credit 
o and the renewable energy production tax credit. 

 It’s going to be interesting to see how Congress and President Obama handle these series 
of deadlines. 

 As always, for the latest updates follow me on Twitter. 

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

California Lawmakers Pass Bills to Expand, Amend State LIHTC 

 In state-level news, the California State Legislature last week passed two bills to make the 
state low-income housing tax credit (LIHTC) more effective.  

 The first bill, A.B. 35, would have increased the $70 million annual state LIHTC allocation 
cap by $300 million a year, beginning in calendar year 2016. 

o Now I said, and emphasize “would have” because the bill was amended so that it 
would only increase the allocation amount by $100 million for calendar years 
2016 through 2021.  

o Still, $100 million on top of $70 million is a substantial increase.  

 Housing advocates, such as the Nonprofit Housing Association of Northern California, 
identified the bill early on as a top legislative priority.  

 It’s a bill that has enjoyed strong support, not only from stakeholders, but also unanimous 
support from the state legislature. 

o The final vote from the Assembly was 79 to zero. 

 The only hurdle is that California Gov. Jerry Brown, his administration had expressed 
concerns about the fiscal impact of the original $300 million program increase. 

o That’s why the bill’s authors decided to amend it to give it a better chance of 
being signed into law. 

o It’s a balancing act between increasing funding for affordable housing and 
keeping the cost at a level that the governor would be more likely to approve. 

o The bill’s authors, Assemblyman David Chiu and Speaker Toni Atkins, also 
added a five-year sunset date.  

 The second bill, S.B. 377, would allow a developer who is awarded state LIHTCs to sell 
the credits to an investor without admitting the investor to the ownership partnership. 

o That’s a practice that is commonly referred to as “certificating” the credit.  
o Under current law, investors have to have equity ownership in the property if they 

want to claim California credits against their California tax liabilities. 
o Because state taxes are deductible from federal taxes, a reduced state tax 

liability generally increases the current federal tax liability for the investor. 
o The federal corporate tax rate is 35 percent, which means the current value of 

the state tax credit is generally about two-thirds of its face value. 
o Now I say “current value” because an investor will realize the deduction value of 

their investment when they exit the partnership. 
o So, S.B. 377 would increase the net value of the state LIHTC to the investor by 

more than 40 percent, boosting it from roughly 65 to 75 cents per dollar to about 
85 cents to 90 cents per dollar. 

o Now, however, it’s important to note that this certification, or transfer, of the state 
credit can have adverse tax impacts on the equity owner, the remaining equity 
owners, in the partnership. 

o If Gov. Brown signs S.B. 377, investors and developers will need to give careful 
consideration to proper tax structure and techniques to maximize the net value to 
the development of the state tax credit. 

o Listeners should know also, that S.B. 377 would eliminate any sunset provision 
for bifurcation – that’s separately allocating the credit to a different investor.  

o That would extend such provisions indefinitely.  
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 Now the bill is going to Gov. Brown for consideration. 

 He has until Oct. 11 to sign the bills into law. 

 If you have any questions regarding the means to structure state tax credits in order to 
maximize the value of the credit to a property, please contact Molly O’Dell in our San 
Francisco office, or a Novogradac professional in an office near you. 
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NEW MARKETS TAX CREDIT NEWS 

New CDFI Fund Website  

 In other news, the CDFI Fund launched a new website. 

 The CDFI Fund says that while the same in-depth information is still available, there have 
been a few changes to make the interface more user-friendly. 

 One new feature on the website is the CDFI Fund’s Impact Blog.  
o Here, the CDFI Fund will showcase success stories from CDFIs and CDEs 

across the country. 
o It will also highlight areas of interest for the CDFI Fund’s award programs.  

 Other changes to the website include:  
o the introduction of “How to Apply” steps for the CDFI Fund’s programs. 

 it organizes guidance based upon the stages of the application or award 
processes; 

o another change is to provide clear navigation through the website and different 
pages. 

o There’s also an improved search and filter functions to help users find the 
documents they need. 

 The CDFI Fund will continue to make updates to the site.  

 Listeners should also note the upcoming launch of the new Awards Management 
Information System, or AMIS. 

o The CDFI Fund reports that AMIS will launch Sept. 28, which is Monday, to 
replace all of the CDFI Fund’s awards management and reporting systems, with 
the exception of CIMS3 and CIIS. 
 That means AMIS will be used by all certified CDFIs and CDEs, in addition 

to application reviewers and others who need to do business with the CDFI 
Fund. 

o The CDFI Fund will provide more information about AMIS soon.  

 In the meantime, you can check out the CDFI Fund’s new website at its usual address, 
www.cdfifund.gov.  

  

 

  

http://www.cdfifund.gov/
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HISTORIC TAX CREDIT NEWS 

North Carolina Reinstates HTC 

 In historic tax credit (HTC) news, we have something very positive to report out of North 
Carolina, where a months-long bid to restore the state historic credit succeeded. 

 The state budget includes a state HTC, which is a provision that had expired at the end of 
2014. But now it’s back. 

o It was part of a negotiated deal between the leaders of the state House and 
Senate over the past several months. 

 The legislation was approved by the state Senate on Wednesday and the House on 
Friday, then signed by Gov. Pat McCrory. 

 McCrory signed the deal before a third temporary government spending provision expired, 
capping months of lengthy negotiations. 

o McCrory campaigned hard for the HTC all year, starting immediately after it 
expired at the end of last December. 

o He joined the state’s secretary of cultural resources at dozens of appearances to 
tout the value of the state tax credit. 

o Their work succeeded. 

 The new state HTC will be 15 percent for qualified expenditures up to the first $10 million 
and then 10 percent for expenditures between $10 million and $20 million. 

o There will be a percentage boost in the state’s poorest counties. 
o The new credit will be retroactive to Jan. 1 of this year. 
o It has a sunset date of Jan. 1, 2021. 
o The state puts the value of it at $8 million for fiscal year 2016-2017. 

 The expired credit I should note was for 20 percent, with a 30 percent credit for non-
income-producing properties. 

 The reinstatement of the state HTC was a major victory for North Carolina. 

 Novogradac’s Mark Shelburne, who works out of North Carolina, says the additional equity 
will make it possible for transactions to go forward that otherwise wouldn’t. 

 That’s important in North Carolina, because projects using the state and federal HTC 
brought nearly $1.5 billion into the state from 1998 through the expiration of the previous 
state credit. 

 For more information on state HTCs, go to www.historictaxcredits.com. 
 

 

  

http://www.historictaxcredits.com/
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RENEWABLE ENERGY TAX CREDIT NEWS 

AWEA PTC Report 

 In renewable energy tax credit (RETC) news, the American Wind Energy Association 
released a report that warns of economic danger if Congress fails to extend the renewable 
energy production tax credit (PTC) this year. 

 The report says the PTC is on track to help achieve the goal of a self-sustaining wind 
industry—that is, if Congress extends the credit. 

 The report was released just as Congress came back from its state and district work 
period to consider an extenders bill that is pending in the Senate. 

o That bill included the PTC and the investment tax credit (ITC) option and was 
passed by the Finance Committee in July. 

o It would extend the tax credits through 2016. 

 According to the report, America leads the world in wind generation in large part because 
of incentives like the PTC. 

 AWEA says that the growth of the wind industry and the decrease in cost wouldn’t have 
happened without the credit. 

 The report said the wind industry needs policy stability to encourage investments 
necessary to bring the next cycles of wind turbine technology to market. 

o Experts say that within two cycles of improvement, wind technology will achieve 
cost parity with other fuels. 

 Tom Kiernan, the CEO of AWEA, urged the extension of the PTC. 
o He said, quote, “You don’t push a boulder 90 percent of the way up a hill only to 

stop a few feet short and let it roll back down,” end quote. 

 The report cites three reasons that PTC policy stability is needed: 
o First, it will enable deployment and investment to drive cost reductions, 
o second, it will help wind energy move toward cost parity in most of the United 

States, and 
o third, without that policy stability, wind manufacturing will move overseas and the 

United States will forfeit cost gains that have been achieved. 

 The report concludes by saying the PTC is needed to encourage private-sector investment 
in the industry. 

 You can see the report at www.energytaxcredits.com. 

 Click on Resources, then, click on Research Center. 

 It’s called “Wind Energy and the PTC: Sustaining an American Success Story.” 
 

SEIA Reports on Impact of ITC  

 Next, I have another report to share. 

 This one is from the Solar Energy Industries Association, or SEIA.  

 SEIA recently commissioned an independent analysis from Bloomberg New Energy 
Finance (BNEF). 

 The purpose was to analyze the impact of the ITC on the industry and what the United 
States stands to lose if Congress lets this policy expire in 2016.  

 The Bloomberg analysis is based on two scenarios: 
o One, it analyzes the current policy as written.  

 That means assuming the residential credit is eliminated and the 
commercial credit is reduced from 30 percent to 10 percent.  

http://www.energytaxcredits.com/
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o Or two, a five-year extension of the ITC at 30 percent for both residential and 
commercial use, with a commence-construction clause added.  

 Under the first scenario, according to the Bloomberg analysis, the expiration of the ITC will 
produce a sharp drop in industry activity in 2017.  

o It said developers will scramble to complete projects with contracts based on the 
current credit before the end of next year.  

o If the ITC expires at the end of 2016, installed solar capacity is expected to fall by 
nearly 8 gigawatts from 2016 to 2017.  
 Such a dramatic drop would bring new solar installation activity to its lowest 

annual level since 2012, this according to the report. 

 Under the second scenario, where Bloomberg explored the impact of a 5-year extension 
of both the residential and commercial credits at 30 percent, more than 69 gigawatts of 
new solar power would be built across America between 2016 and 2022. 

o That would represent a 22-gigawatt increase over the current policy.  

 In a separate analysis, SEIA found that the United States would lose more than 80,000 
solar jobs during 2017 alone without an ITC extension.  

o This doesn’t include an additional 20,000 jobs that would be lost as a result of the 
fallout from related industries.  

 A five-year ITC extension would have a huge economic benefit across the country.  

 Between 2016 and 2022, solar industry employment is expected to be 32 percent higher 
with an ITC extension than without one. 

 With an extension, total investment in the U.S. economy from solar from 2016 to 2022 is 
projected to be more than $124 billion, also according to the report.  

o This is $39 billion more than if the ITC expires.  

 To read the report, go to www.seia.org.  

 It’s called, “How Extending the Investment Tax Credit Would Affect U.S. Solar Build.” 
 
 

 

http://www.seia.org/

