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

midterm election could affect Senate committee leadership. In low-income housing news, he 

reviews the release of a California Affordable Housing Development Cost Study, and a recently 

enacted LIHTC for the District of Columbia. He also addresses the Treasury Office of the 

Inspector General’s audit of the Missouri Housing Development Commission’s implementation 

of the Section 1602 cash grant exchange program, a correction regarding a Private Letter 

Ruling in the Oct. 14 podcast, and an upcoming webinar about the IRS LIHTC Audit Technique 

Guide. In the new markets segment, he invites listeners to join in the NMTC Coalition’s efforts to 

extend the new markets tax credit and discusses the CDFI Fund’s new Capacity Building 

Initiative training series for Native CDFIs. Next, he reports on the Wyoming State Historic 

Preservation Office’s revisions its statewide historic preservation plan. In renewable energy 

news, he reviews SEIA’s third annual Solar Means Business report. 

 

Summaries of each topic:  

1. General News (2:09 – 8:00) Pages 2 - 3  

2. Low-Income Housing Tax Credits (8:01 – 16:06) Pages 4 – 6  

3. New Markets Tax Credits (16:07 – 18:13) Page 7 

4. Historic Tax Credits (18:14 – 19:40) Page 8 

5. Renewable Energy Tax Credits (19:41 – 21:16) Page 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, 2014. 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 

How the Midterm Election Could Affect Committee Leadership 

 With Election Day just two weeks away, control of the United States Senate still appears 
up for grabs – and that could mean significant changes if the Republicans win a majority 
and assume leadership of Senate committees. 

o 36 of the 100 Senate seats are up for grabs next month; 21 of the 36 seats are 
held by Democrats.  

o The Democrats hold a 10-seat margin now, 55 to 45, but most observers expect 
the Republicans to close that gap on Nov. 4 and perhaps take control of the 
Senate for the first time since 2007. 

o If they do, chairmanship of all committees will change hands.  
 This would put future discussion of tax reform, as well as discussion of the 

new markets tax credit, historic tax credit, low-income housing tax credit 
and renewable energy tax credits under new committee leadership. 

 So, is a change in the Senate likely? At the time of this recording:  
o the website realclearpolitics.com has it tied, with 10 seats still up for grabs 
o the website 270towin.com has the Republicans on pace to win 49 seats with four 

undecided. 
o the site fivethirtyeight.com, gives the Republicans a 62 percent chance of 

winning the majority in the Senate. 
 This site is updated every day and provides the current percentage.  
 It’s worth noting that this site correctly predicted the winner in all 50 states 

in the 2012 presidential election.  

 Based on seniority and the way leadership is generally chosen, we can conjecture about 
prospective committee chairs.  

 Should his party gain the majority, Republican Orrin Hatch of Utah is positioned to become 
the leader of the Finance Committee, which plays a key role in tax reform and tax credit 
legislation.  

o But, Sen. Hatch is no lock.  

 Sen. Chuck Grassley of Iowa could pass on a chance to lead the Judiciary Committee and 
instead become chairman of Finance.  

o That could be a positive move for the tax credit community as Sen. Grassley in 
May expressed support for passing tax extenders this year.  

o But I also note that Sen. Hatch has also expressed similar support.  
o Sen. Grassley is also known as “The Father of the Wind Energy Tax Credit,” but 

he’s been largely silent on other tax credits. 
o It’s unclear what a Hatch chairmanship would mean for the tax credit community.  

 Earlier this month he urged tax reform, saying the current tax code is 
riddled with too many credits.  

 On the other hand, this summer, Sen. Hatch told The Associated Press that 
the Senate would pass a New Markets Tax Credit extension. 

 All that being said, most prognosticators do believe Sen. Hatch will be the 
chair of the Senate Finance Committee if the Republicans take control of 
the Senate, and that Sen. Grassley will chair the judiciary committee.  

 It’s also expected that Sen. Mike Enzi of Wyoming, who also happens to be on the Senate 
Finance Committee, as well as being one of two CPAs in the Senate, could become 
chairman of the Budget Committee. 
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o Sen. Enzi is another supporter of the production tax credit, but has tied his 
support to a specific end date.  

o Sen. Enzi has also urged comprehensive tax reform to end what he called the 
cycle of tax extenders, which create uncertainty for business. 

 It also looks like Sen. Richard Shelby of Alabama – a staunch advocate of the flat tax -- 
could lead the Senate Banking, Housing and Urban Affairs Committee, while Thad 
Cochran of Mississippi could head up Senate Appropriations. 

 All this said, if the Republicans win, nothing is automatic when it comes to committee 
chairmanship.  

o Senate Republicans use a method that combines tradition and term limits.  
o Seniority matters, but Republican senators can serve no more than six years as 

ranking member and six years as chairman.  
o The voting is by committee members in a secret ballot, subject to confirmation by 

the full Senate Republican conference.  
o The Podesta Group notes a significant caveat: Republican leader Mitch 

McConnell of Kentucky is locked in a competitive race.  
o If he loses, there would be a major upheaval among Republican leadership that 

could create a domino effect with chairmanships. 
 Sen. McConnell has talked about letting committee chairs determine the 

agenda, so if he’s out, that could change. 

 If Democrats retain control, most Republicans in their ranking member position would 
remain.  

o The primary change in that scenario comes from the retirement of South Dakota 
Sen.Tim Johnson, the Democrat who heads the Senate Banking Committee.  

o He would likely be succeeded by Sherrod Brown of Ohio or Sen. Charles 
Schumer of New York. 

 So, if the Republicans take control of the Senate, we could see some big changes when 
the 114th Congress convenes in January. 

 I also note that there are two possible elections that may have to go to a run off. 

 One being in Louisiana, and one being in Georgia.  

 If either of those runoffs are necessary, then it’s possible that we won’t know control of the 
Senate until January. 

 In the meantime, all eyes in the tax credit community will be focused on the lame-duck 
session where it’s hoped that a tax extenders package will be passed.  

 I encourage you to view a report issued by the Podesta Group report at 
www.podestagroup.com, which contains this information, and additional insights.  

  

http://www.podestagroup.com/
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LOW-INCOME HOUSING TAX CREDIT NEWS 

California Releases Affordable Housing Development Cost Study 

 In affordable housing news, a new study has been released by the state of California 
about the factors that drive the cost of building multifamily affordable housing in the state. 

o The report is the first of its kind completed for California since 1996. 

 The report found that development costs are influenced by many things. 
o And, no single factor explains all or even most affordable housing development 

costs. 
o The authors say it’s difficult to isolate the effects of any single factor.  

 As such, the report concludes that any approach to lowering costs should consider 
multiple factors, rather than just one issue. 

 With that said, one important finding was that larger-scale developments tend to have 
lower per-unit costs than smaller ones. 

o According the report, increasing the number of units by 10 percent lowers cost 
per unit by 1.7 percent. 

 The authors also found that the price of land also affects development costs even when 
the cost of land is not included in the development cost measure. 

o That’s because high land costs mean a developer is more likely to build up rather 
than out.  

o Developers should keep in mind, though, that housing units in buildings four 
stories or taller are about 10 percent more expensive to build. 

 The report says other factors that can drive up costs are 
o the quality, durability and energy efficiency of buildings; 
o major opposition from the community to affordable housing; 
o changes required by local design review; and 
o the requirements that come with accepting funding from local redevelopment 

agencies. 

 In terms of the low-income housing tax credit (LIHTC), the report found no significant 
differences in per-unit development costs when it compared 4 percent and 9 percent tax 
credit properties. 

 Furthermore, it found that 9 percent properties are more likely to  
o be of higher quality, 
o be more energy efficient and 
o have larger units. 

 This is likely because of tight competition for 9 percent credits and tax credit allocation 
scoring factors.  

 Although the report only looked at affordable housing built in California, its findings could 
have a broader effect on housing policies across the country. 

 Some of the findings for the California are consistent with research done in other states. 

 Novogradac & Company just completed a similar cost study for New Mexico. 

 Both the California and New Mexico reports found that location, unit type and project type 
appear to affect development costs. 

 However, the focus of the New Mexico report was slightly different than that of California’s.  
o Novogradac’s report compared development costs of 9 percent properties in New 

Mexico with those in surrounding states.  

 These studies can be important resources for policymakers.  
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 The California report suggests that carefully considered changes to the tax credit award 
process could help lower development costs and increase the supply of affordable 
housing in the state. 

o For example, the authors say incentives to build larger developments could lower 
costs without sacrificing quality or durability. 

 The study was released jointly by the state’s four housing agencies, including the 
California Tax Credit Allocation Committee.   

 The report is entitled, “Affordable Housing Cost Study: Analysis of the Factors that 
Influence the Cost of Building Multi-Family Affordable Housing in California.” 

 You can find a copy of the report at www.taxcredithousing.com. 

 If you have questions about the report, or its implications for your development plans, 
please contact my partner Jim Kroger in our San Francisco office at 415-356-8000. 

 
Bill Enacts LIHTC for District of Columbia  

 In other LIHTC news, I have an update out of the District of Columbia. 

 A law became effective last week that enacts and amends provisions necessary to support 
the District of Columbia’s fiscal year 2015 budget. 

o One of the law’s provisions implements a LIHTC for the District of Columbia.  
o This represents the 17th active district-level LIHTC program.  

 The Department of Housing and Community Development will make available $1 million in 
D.C. housing tax credits for 2015.   

o For years following 2015, the available allocation amount will be equal to the 
District of Columbia’s federal LIHTC cap.  

 Applications for D.C. tax credits will be ranked based on the following selection criteria: 
o readiness,  
o housing needs characteristics,  
o development characteristics, 
o accessibility, 
o sponsor characteristics, 
o efficient use of resources and   
o bonus points.  

 It’s important to note these tax credits can only be issued to developments that also 
receive an allocation of federal LIHTCs. 

 You can learn more about the new District of Columbia LIHTC at 
www.taxcredithousing.com. 

 Or, contact my partner Charles Rhuda in our Boston, Mass. office at 617-449-3022.  
 
 
Audit Finds Missouri Complied with Section 1602 Rules  

 In other news, the Treasury’s Office of the Inspector General, or OIG, released an audit of 
the Missouri Housing Development Commission regarding payment under the Section 
1602 cash grant exchange program.  

o Listeners will recall the Section 1602 program was enacted by the American 
Recovery and Reinvestment Act of 2009. 

o The program allowed state housing agencies to exchange part of their LIHTC 
allocations for cash grant authority.  

 OIG has conducted similar audits of other housing agencies in the past.  

http://www.taxcredithousing.com/
http://www.taxcredithousing.com/
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 This audit found that the Missouri Housing Development Commission generally complied 
with the terms and conditions of its Section 1602 award. 

 According to OIG, the agency met requirements for: 
o receiving its nearly $76 million in awards, as well as the requirements for sub-

awarding those funds to 25 eligible low-income housing developments. 

 However, the audit did find that the Missouri Housing Development Commission disbursed 
nearly $29,000 out of the $76 million of Section 1602 funds to a developer whose 
development was later modified.  

o As a result of that modification, the audit said that agency should have applied 
the excess payment to another qualified project expense or returned the funds to 
Treasury.   

 In addition, the audit did find that the Missouri Housing Development Commission 
established a process for monitoring the long-term viability of projects and their 
compliance with Section 1602 requirements.  

 A copy of the audit is available at www.taxcredithousing.com.  

 Questions about the Section 1602 program can be directed to my partner Mike Morrison in 
our San Francisco office at 415-356-8000. 

 
 
PLR Correction 

 Next, I have a correction to make about an item from last week’s podcast. 

 Last week, I mentioned a private letter ruling issued by the IRS about the treatment of 
Section 1602 tax credit exchange funds received by an S Corporation. 

 The private letter ruling number was incorrectly stated. 

 The correct private letter ruling number is 201440013. 

 I regret the error. 
 

 
Audit Technique Guide Webinar  

 And finally, regular listeners may recall that on Sept. 23, I reviewed briefly the IRS’s 
updated audit technique guide for the LIHTC.  

 Novogradac’s LIHTC Working Group has been analyzing the updates and how they could 
affect LIHTC partnerships that may be audited by the IRS.  

o The November issue of the Novogradac Journal of Tax Credits will feature the 
Working Group’s in-depth analysis.  

 In addition, Novogradac will host a webinar next Wednesday, Oct. 29th to discuss the 
revised guide.  

o Attorney Glenn Graff of Applegate & Thorne-Thomsen will be a guest panelist.  
o He will join Novogradac’s Stacey Stewart and Dirk Wallace, who run the LIHTC 

Working Group, and Thomas Stagg, one of Novogradac’s compliance experts.  

 You can register at novoco.com/webinars.  
  

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

Coalition Urges NMTC Community to Join Letter  

 In new markets tax credit news (NMTC), I’d like to invite listeners to join in an effort to 
extend the NMTC.  

 The application date is just behind us, and now we are looking forward to an extension. 

  In the lame duck session between the Midterm elections and the New Year, Congress is 
expected to consider legislation to extend expired tax credits, and other tax benefits or tax 
provisions, including the NMTC.  

 The New Markets Tax Credit Coalition is leading a charge to stress to Congress the 
importance of the NMTC to businesses, service providers, state and local government 
officials and investors. 

 The Coalition reports more than 1,400 organizations signed its NMTC support letter earlier 
in 2014.   

 The group is hoping to increase that already-impressive number by inviting others to sign 
on as well. 

 The letter closes on Oct. 31st. 

 I encourage you to go online and join in. 

 You can find a copy of the letter at nmtccoalition.org.  
 
CDFI Fund to Offer Training for Native CDFIs   

 In other community development news, the Community Development Financial Institutions 
(CDFI) Fund recently announced that it will launch a new Capacity Building Initiative 
training series later this year. 

o The series is called “Building Native CDFIs’ Sustainability and Impact.”  

 The CDFI Fund says the new series will provide a range specialized training, technical 
assistance and peer learning opportunities designed to meet the needs of Native CDFIs. 

o It will also boost the ability of Native CDFIs to deliver financial products and 
services, such as NMTCs, to underserved communities, especially in rural areas.  

 Examples of assistance that can be provided include:  
o developing lending policies and procedures;  
o pursuing expansion strategies; or  
o exploring capitalization strategies such as loan portfolio sales or how to 

participate in NMTC financing transactions. 

 The CDFI Fund will post upcoming training opportunities in the coming months at 
www.cdfifund.gov/cbi.   
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HISTORIC TAX CREDIT NEWS 

Wyoming to Update Historic Preservation Plan 

 In historic tax credit news (HTC), the Wyoming State Historic Preservation Office is 
currently revising its statewide historic preservation plan.  

o The last plan was published in 2007. 

 The plan helps provide a vision for historic preservation in the state.   
o It identifies goals and strategies for addressing historic preservation challenges in 

the state. 
o Among other things, the last edition of the plan discusses the role that the federal 

HTC plays in preservation efforts in Wyoming.  
o That plan also says that the establishment of a state tax incentive program 

and/or a bricks and mortar grant program would do much to further private 
preservation efforts in Wyoming.  

 As part of the process of updating the plan, the state is inviting input from the citizens of 
Wyoming about what is important to them about the state’s historic buildings, 
archaeological sites and landscapes. 

o This input can be provided via a survey that is available at 
www.surveymonkey.com/s/WyomingHPP.  

o The survey is open until January 15. 
o I share this announcement with you, even though most listeners will not be doing 

historic preservation in Wyoming, just to give you some insight at the type of 
activities that occur at the state level that I encourage you to be involved in. 

o It can also help be persuasive towards senators from Wyoming, and other states, 
in terms of their support of the federal HTC.  

 
  



Summary: October 21, 2014 
 

RENEWABLE ENERGY TAX CREDIT NEWS 

Report: Commercial Solar Usage Continues Growth 

 In renewable energy news, the Solar Energy Industries Association, or SEIA, has released 
its third annual Solar Means Business report. 

 The report identifies major commercial solar projects and ranks top corporate solar users. 
o This year’s top companies using solar include Wal-Mart, Kohl’s, Costco, Apple 

and IKEA. 

 SEIA reports that together, the top 25 companies have deployed nearly 570 megawatts of 
solar capacity at 1,100 locations during the past year.  

o This is a 28 percent increase over the previous year and a 103 percent increase 
since 2012. 

 The report credits the growth in commercial use to the reduced cost of solar. 

 SEIA says the average price of a completed commercial photovoltaic project in the second 
quarter of 2014 has dropped  

o by 14 percent over the last year and  
o by 45 percent since 2012. 

 In a press release, SEIA board chairman Nat Kreamer said that consistent policies at the 
state and federal levels will help continue the growth of solar.  

 I agree that consistent and reliable policies are necessary for encouraging renewable 
energy investment.  

 This report underscores the importance of preserving the effectiveness of key incentives 
like the production tax credit (PTC) and investment tax credit (ITC). 

 You can find a copy of the report at www.energytaxcredits.com. 
 

 
 

  
 

http://www.energytaxcredits.com/

