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

and predictions surrounding Election Day, and key races in Louisiana, Georgia and North 

Carolina. In low-income housing tax credit news, he reviews inflation adjusted low-income 

housing tax credit and private activity bond caps for 2015. In the new markets tax segment, he 

examines an IRS notice regarding economic substance penalties. In the historic tax credit 

section, he shares news about growing interest in preserving historic barns. He finishes up with 

the renewable energy tax credit section, where he addresses Energy Secretary Ernest Moniz’s 

support for renewable energy tax incentives, as well as the PEW Charitable Trust’s report, 

“Clean Economy Rising: Wind Energy Propels North Dakota Forward.” 

 
Summaries of each topic:  

1. General News (2:13 – 6:43) Pages 2 - 3 

2. Low-Income Housing Tax Credits (6:44 – 10:42) Pages 4 - 5 

3. New Markets Tax Credits (10:43 – 13:38) Page 6 

4. Historic Tax Credits (13:39 – 15:13) Page 7 

5. Renewable Energy Tax Credits (15:14 – 18:40) 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, 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 

Election Day 
• Today, Nov. 4, is Election Day! 
• As I mentioned last week, every seat in the U.S. House of Representatives is up for 

election, and also up are 36 out of 100 Senate seats.  
• In terms of expected committee changes, it’s expected that Rep. Paul Ryan will head up 

the tax writing House Ways and Means Committee in the next Congress. Although Kevin 
Brady is also running for that position 

o And if the Republicans take control of the Senate, we predict Sen. Orrin Hatch 
will take the chair of the Senate Finance Committee from current chair, Sen. Ron 
Wyden.  

• At the time of this recording, the website fivethirtyeight.com predicts Republicans have a 
better than 70 percent chance of winning a majority in the Senate. 

• With that said, it’s likely we won’t know who will take control of the Senate for a few 
weeks. 

• That’s because Louisiana and Georgia, will need to hold run-off elections if no Senate 
candidate receives more than 50 percent of votes today. 

• Louisiana will almost certainly go to a run-off election. 
o A recent poll by USA TODAY and Suffolk University indicates that three-term 

incumbent Democratic Sen. Mary Landrieu has a 1 percent lead over challenger 
Republican Rep. Bill Cassidy: 36 percent vs. 35 percent. 

o At the same time, Tea Party candidate Rob Maness is projected to win 11 
percent of votes.  

o With those tight numbers, it’s likely neither Landrieu nor Cassidy will get more 
than 50 percent of the vote and will then head to a run-off election on Dec. 6. 

o If that happens, it is widely believed that Maness’ supporters will probably cast a 
December ballot for Cassidy or not vote at all. 
 The same poll found that Maness’ voters gave Landrieu an 89 percent 

unfavorable rating. 
• Meanwhile, a run-off election may also be necessary in Georgia.  

o Republican David Perdue has a 46 percent to 45 percent lead over Democrat 
Michelle Nunn in a recent poll. 

o Libertarian candidate Amanda Swafford averaged about 5 percent in past polls. 
o If today’s results are close enough, with no one candidate earning more than 50 

percent of votes, Georgia heads to a run-off election on Jan. 6. 
• Another close race is underway in North Carolina.  
• I mention North Carolina because that’s the place where the polls will first be closing at 

7:30 p.m. eastern time where Republicans have a chance of a pickup.  
• If they were to win North Carolina, it would show, or be a signal at least, that the 

Republicans will be in for a good night tonight.  
• North Carolina, as you know, is where Democratic Sen. Kay Hagen is up against North 

Carolina’s Republican House Speaker, Rep. Thom Tellis.  
• Also keep in mind, turning to Alaska, that this is a race where a Republican is favored 

currently by many prognosticators, but we are not likely to know the results of the race for 
several days. 



Summary: November 4, 2014 
 

o This is because of its geographic size and reliance on absentee ballots. 
o Some have predicted we won’t know the results until next week or even later. 

• Stay tuned for insights and updates on the elections in next week’s podcast.  
• Follow my Twitter for updates as I will be tweeting all day today, tonight and tomorrow.  

 
HUD Opens Application Period for National Resource Network  
• In other news, HUD last week invited cities seeking economic revitalization to apply for 

technical assistance through the National Resource Network, which is part of its Strong 
Cities, Strong Communities Initiative.  

• The National Resource Network brings national experts from a variety of fields together to 
help cities improve their economic competitiveness and to handle issues such as 

o population decline, 
o job loss and  
o high poverty rates. 

• The National Resource Network expects it will provide on-the-ground guidance to dozens 
of cities by 2016. 

o The initiative has already been tested in eight pilot cities, including Kansas City 
and Miami.  

• HUD said it would accept and review applications on a rolling basis. 
• Some of the factors to be considered include  

o whether a city’s request has high-level executive sponsorship in the city 
government and 

o whether the city has enlisted other community stakeholders in its planning effort. 
• City governments can request assistance from the National Resource Network by 

completing an online form at www.nationalresourcenetwork.org. 
 

  

http://www.nationalresourcenetwork.org/
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LOW-INCOME HOUSING TAX CREDIT NEWS 

IRS Announces Inflation-Adjusted LIHTC, Bond Caps for 2015 
• In affordable housing news, the IRS last week announced the inflation-adjusted low-

income housing tax credit (LIHTC) and private activity bond cap amounts for 2015. 
• Unfortunately, the state population multipliers for both the LIHTC and private activity bond 

volume haven’t changed from 2014. 
• However, the small-state minimum for each has increased. 
• The LIHTC is adjusted annually by a consumer price inflator, and generally increases five 

cents a year based upon the rounding metrics that are used in the statute.  
• Periodically it will increase as much as 10 cents a year. 
• However, if the price inflator is low, then the statutory rounding convention can mean that 

periodically, there is a year of no increase. Unfortunately, this is one of those years.   
• The private activity bond volume cap often goes up $5 a year, but similarly, due to the 

rounding convention, it experienced no increased from 2014 to 2015. 
• As such, for calendar year 2015, the amount used to calculate the state LIHTC ceiling will 

be the greater of state population multiplied by $2.30 or $2.68 million. 
o The small-state minimum increased for 2015 by 1.71 percent from $2.635 million 

last year. 
• Additionally, the amount used to calculate the state ceiling for 2015 private activity bond 

volume cap will be the greater of the state population multiplied by $100, which is the 
same as last year, or about $301.5 million. 

o The small-state minimum for private activity bond volume cap did increase by 
1.58 percent from $291.875 million last year. 

• For more information on these inflation adjustments, go to www.taxcredithousing.com. 
• Please note, if you are in a state that is not using the small-state minimum, and you do 

have an increase in population, then there will be some additional increase on tax credits.  
• On the website at www.taxcredithousing.com, you can find a list of the 2014 state caps, as 

well as lists of states’ caps dating back to 1999. 
 
Social Security COLA Increase Affects LIHTC Properties 
• In other LIHTC news, the Social Security Administration last week announced a cost of 

living increase of 1.7 percent in Social Security and Supplemental Security Income 
Benefits for 2015. 

o The cost-of-living adjustment, or COLA, is announced each fall. 
 The increase is tied to the Consumer Price Index as determined by the 

Department of Labor’s Bureau of Labor Statistics. 
 It was the fourth consecutive year of a COLA increase, after there was no 

increase in 2009 and 2010. 
• This year’s increase will begin in January for more than 58 million Americans who receive 

Social Security. 
o And it will take effect Dec. 31 for the more than eight million people who receive 

SSI. 
• Managers at LIHTC credit properties should include the increase when calculating 

anticipated payments to be made beginning Dec. 31 for residents who receive Social 
Security or SSI benefits. 

http://www.taxcredithousing.com/
http://www.taxcredithousing.com/
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o Property managers should prorate the 2015 increase with the certified household 
income, applying it to only the months remaining in the certification year. 

o Be sure to check with your applicable state monitoring agency for preferences on 
how to calculate anticipated payments. 
 Some states require the most conservative income calculation approaches. 

• If you have any questions about how to apply the COLA increase, contact my partner Jim 
Kroger at our San Francisco office, 415-356-8000.  
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NEW MARKETS TAX CREDIT NEWS 

NMTCs, LIHTCs, HTCs, RETCs Appear Safe from Updated Economic Substance Penalties 
• In new markets tax credit (NMTC) news, typical investments that are incentivized under 

NMTCs – as well as LIHTCs, historic rehabilitation credits and renewable energy tax 
credits – should remain relatively safe from economic substance penalties by the Internal 
Revenue Service. 

• Why I am saying this? Because the IRS issued a notice on Oct. 9. 
• Jerry Breed, a partner at Bryan Cave LLP, wrote about the general exemption for these 

types of tax credits from economic substance penalties in a response to this recent IRS 
notice. 

• Breed discussed the notice issued on Oct. 9, which expanded the definition of transactions 
that will trigger the application of the codified economic substance doctrine and the 
subsequent penalties. 

• As listeners know, the IRS will treat a transaction as having economic substance if it 
changes in a meaningful way the taxpayer’s economic position. 

o The taxpayer must also have a substantial purpose for entering the transaction. 
o Both the economic position and the purpose must be about more than simply the 

tax benefits. 
o Tax credit transactions that are found not to have economic substance will result 

in credits being disallowed. 
• Fortunately for the tax credit community, there was an important exemption, or at least 

clarification or additional analysis of the rules provided by the Joint Committee on Taxation 
in 2010 for transactions that are consistent with the Congressional purpose of tax credit 
programs. 

• This was actually a footnote, and therefore, not technically part of the law.  
• In his blog post, Jerry Breed said that the IRS’ recently expanded guidance on economic 

substance penalties should not affect that existing exemption. 
• Breed wrote that NMTCs, LIHTCs, historic rehabilitation tax credit and renewable energy 

tax credit standard transactions all fit that description and should remain relatively safe 
from economic substance penalties. 

• To see Breed’s blog post, go to www.creditbryancave.com.  
• I should emphasize, though, that tax credit transactions don’t necessarily get a free pass 

on the economic substance test. 
o Transactions still need to be consistent with the Congressional purpose of the tax 

benefits. 
o And any additional arrangements or fees that go beyond the Congressional 

purpose could still put a transaction at risk. 
• If you have any questions about the applicability of the economic substance test to an 

investment, I encourage you to contact my partner Owen Gray in our San Francisco office 
at 415-356-8000. 

  

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

Interest Grows in Preserving Historic Barns with HTCs 
• Let’s turn now to historic tax credit (HTC) news. 
• While much of the focus for historic preservation is on residential and business buildings, 

there is a growing interest in saving one of the great symbols of the American heartland: 
the barn. 

• The Chicago Tribune recently highlighted efforts in Illinois to restore and preserve the 
state’s barns. 

o One group cited by the Tribune estimated that 90 percent of the state’s barns 
from the 1920s are gone. 

• Meanwhile, neighboring Iowa is one of the national leaders in barn preservation. 
o The 25 percent Iowa state HTC has helped restore many barns across the state. 

• The National Barn Alliance, a nationwide nonprofit organization, is championing the effort 
to save and restore many of the older barns, often using tax credits. 

• Like all properties, to be eligible for HTCs, barns must be certified historic structures that 
undergo “substantial rehabilitation.” 

o Listeners should keep in mind that the structure must be income-producing and 
not an owner-occupied residential property. 

• For more information on historic barns and the efforts to save them, visit the National Barn 
Alliance website at www.barnalliance.org.  

• If you’re interested in restoring barns with HTCs, check with your local government and 
state historic preservation office for more information. 

• I would also encourage you to contact my partner Tom Boccia in our Cleveland office at 
216-298-9000. 

 
  

http://www.barnalliance.org/
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RENEWABLE ENERGY TAX CREDIT NEWS 

Energy Secretary Moniz Supports Renewing RETCs 
• In renewable energy tax credit (RETC) news, Energy Secretary Ernest Moniz once again 

expressed his support for renewing and maintaining renewable energy tax incentives. 
• During an on-stage interview at the Washington Ideas Forum last week, the energy 

secretary said Congress should extend a number of tax credits, including the wind 
production tax credit (PTC), which expired at the end of 2013. 

• He said the extension is needed to boost investment in the renewable energy sector. 
• Moniz emphasized the need to extend the tax credits in a way that provides predictability 

for all sides. 
• He said that unpredictability concerning the PTC has led to what he called oscillations in 

the market. 
o This directly impacts the ability of firms and customers to make investments, he 

said. 
• Several tax credits are expected to be part of a tax-extenders package that the lame-duck 

Senate will consider before the end of the year. Certainly the PTC is one of those. 
• You can see Moniz’s interview at www.theatlantic.com. 

 
PTCs Credit with Role in North Dakota’s Renewable Energy Landscape 
• In state-level news, the PEW Charitable Trust recently released a brief examining the 

landscape for renewable energy power growth in North Dakota. 
• Among other things the report says North Dakota’s renewable energy landscape was 

paved with help from the PTC. 
• While North Dakota is known by many for its oil and gas development, the state also has 

abundant clean energy resources.  
• The report found that North Dakota 

o is a national leader in wind deployment,  
o has a growing industrial energy efficiency sector and  
o possesses a large untapped potential for solar and biomass.  

• PEW says wind is the state’s most prevalent renewable resource and accounted for 78 
percent of the 2.2 gigawatts of clean energy installed as of 2013.  

o Solar and biomass were relatively small contributors, but the report found that 
there is potential for these sectors to grow in the future.  

• That being said, the 2013 expiration of the federal PTC dampened investment in wind 
projects nationwide. 

• PEW notes the dramatic effect in North Dakota: 
o North Dakota added 98 megawatts of wind power in 2012. 
o That number dropped to just 1.6 megawatts in 2013.  

• The report said that additional policy support such as the renewal of the PTC could 
encourage further growth of the industry.  

• The report is called, “Clean Economy Rising: Wind Energy Propels North Dakota 
Forward.”  

• You can find a copy at www.pewtrusts.org.  
• And, to learn more about the PTC and other renewable energy incentives, go to 

www.energytaxcredits.com.  

http://www.theatlantic.com/
http://www.pewtrusts.org/
http://www.energytaxcredits.com/
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• On a related note, I’d like to invite listeners to join me this week in Washington, D.C. for 
the Novogradac Financing Renewable Energy Conference. 

• We’ll be at the Park Hyatt this Thursday and Friday, Nov. 6 and 7. 
• If you haven’t registered already, you can still do so at www.novoco.com/events, or come 

Thursday morning and register in person.  
 

 
 

http://www.novoco.com/events

