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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, begins with an update 

from Washington regarding a spending package and tax extender legislation, both signed by 

President Barack Obama last week. He also shares an update about congressional committee 

assignments for 2015. Next, he discusses a recent report on how “lifecycle underwriting” and 

other strategies could affect the long-term affordability and availability of low-income housing 

properties. He also talks about a California state low-income housing tax credit introduced for 

rehabilitating older housing that serves rural, very-low and extremely-low-income tenants. In the 

new markets tax credit segment, he shares the findings of a report on how diverse investments 

in economically underserved neighborhoods can improve entire communities. In the historic tax 

credit section, he reviews a recent announcement of awardees under Maryland’s state historic 

tax credit program. Finally, he discusses a report on how renewable energy tax credits can play 

a significant role in reducing the installation costs of solar photovoltaic systems. 

 
Summaries of each topic:  

1. General News (2:04 – 10:54) Pages 2 - 4 

2. Low-Income Housing Tax Credits (10:55 – 16:29) Pages 5 - 6 

3. New Markets Tax Credits (16:30 – 18:15) Page 7 

4. Historic Tax Credits (18:16 – 20:48) Page 8 

5. Renewable Energy Tax Credits (20:49 – 23:00) 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 

Obama Signs $1.1 Trillion Spending Bill for FY 2015 
• In general news, President Barack Obama last Tuesday signed a $1.1 trillion spending bill 

that will fund most of the federal government through fiscal year 2015 – that is, through the 
end of September 2015. 

• Over the past two weeks, the House and then the Senate passed the Consolidated and 
Further Continuing Appropriations Act of 2015, commonly referred to as the “CR-
Omnibus” or “Cromnibus.” 

• President Obama’s signature made it law. 
• So what does this mean for affordable housing and specifically, the U.S. Department of 

Housing and Urban Development, or HUD? 
• The legislation provides $45.4 billion for HUD programs. 

o That’s $90 million less than Congress provided in 2014. 
• It includes $19.3 billion for housing choice vouchers.  
• There’s also a new funding adjustment for renewing vouchers initially leased at the end of 

2013 and those issued in late 2014 but not be leased until 2015. 
• Notably, it expands the cap on Rental Assistance Demonstration or RAD, conversions 

from 60,000 to 185,000 units. A big increase. Triple. 
• Advocates of the RAD program have long pushed for its expansion. 
• HUD has already approved nearly all of the 60,000 previously approved conversions. 

o As of the end of October, there were nearly 120,000 units on the waiting list.  
• The legislation would permanently extend a second component of RAD that allows 

conversion of developments subsidized under the Rent Supplement, Rental Assistance 
Payment and Section 8 Moderate Rehabilitation programs.  

• The law would allow properties to convert to project-based rental assistance contracts. 
o Currently, they’re only allowed to convert to project-based vouchers.  

• Another provision extends the eligibility for RAD to single-room occupancy units 
authorized under the McKinney Vento Homeless Assistance Act.  

• You can find the text of the “Consolidated and Further Continuing Appropriations Act, 
2015” at our HUD Resource Center, www.hudresourcecenter.com  

 
Obama Signs 2014 Tax Extenders Bill 
• Another important piece of legislation signed into law by President Obama last week that 

is of particular concern to this podcast listening group, was the Tax Increase Prevention 
Act of 2014. 

o The Senate finally approved the bill with a vote of 76 to 16.  
o The House had previously approved it by a wider margin, 378 to 46. 
o Upon President Obama’s signature, the bill retroactively extended through the 

end of this year, 2014, most temporary tax provisions that expired at the end of 
2013. 

• The bill includes several provisions of interest to the tax credit community, although 
unfortunately, they only apply through the end of this year, and so many have negligible 
value: 

o It extends the 9 percent floor for low-income housing tax credit allocations made 
for non-federally subsidized buildings. 

o It extends the new markets tax credit. 

http://www.hudresourcecenter.com/
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o It extends the production tax credit for wind and certain other renewable energy 
sources for facilities that begin construction before the end of 2014. 

o It extends 50 percent bonus depreciation to property acquired and placed in 
service in 2014, although that’s extended to 2015 for certain properties with 
longer production period. 

o It also extends the 45L, Energy Efficiency Tax Credit. 
o Again, all of the extensions are only through the end of this month. 

• At the beginning of the lame-duck session of Congress in November, there was hope that 
the tax provisions would be extended through the end of 2015. 

o There was even some hope that a few of the provisions would be made 
permanent. 

o But before a prospective deal between House and Senate could even be made 
public, President Obama threatened to veto it. 

o He said that some of the tax-extenders offered permanent tax breaks to, quote 
“well-connected corporations, while neglecting working families,” end quote. 

o The result was the compromise legislation, extending the provisions through the 
end of 2014. 

• That means, of course, that starting Jan. 1, we’ll be back in the same situation we were for 
all of this year. 

• The next session of Congress begins Jan. 6. 
• The tax-extenders legislation is H.R. 5771.  
• You can find it at www.novoco.com/hottopics under the Tax Extenders tab. 
• You can also visit my blog post, which is a good summary of the key provisions that 

became law. Or I should say, the key provisions in law that were extended. 
 
 
114th Congress Committee Assignments 
• Next, I’d like to give you an update on new committee leadership in Washington and what 

that could mean for the tax credit community. 
• As listeners can imagine, the results of the midterm elections last month will lead to 

several changes when Congress convenes in January. 
• First, let’s look at what committee leadership will look like in the Senate. 
• The Senate will see dramatic shifts when leadership switches to the Republicans for the 

first time since 2006. 
• The Senate Appropriations Committee will be chaired by Sen. Thad Cochran, a 

Republican from Mississippi. 
o He has sought bipartisan support for legislation, including support for housing 

programs. 
o We can expect the committee to focus on agreement and cooperation. 
o The current chairwoman of the Appropriations Committee, Sen. Barbara Mikulski, 

a Democrat from Maryland, is expected to become its ranking member. 
• The Senate Banking, Housing and Urban Affairs Committee will have Sen. Richard 

Shelby, a Republican from Alabama, at the helm. 
o Sen. Sherrod Brown, a Democrat from Ohio, will become its ranking member 

after Sen. Chuck Schumer from New York chose to not take the job. 
o This is the committee that oversees most federal housing programs, with the 

exception of the Low-Income Housing Tax Credit program, which of course, is 
under the jurisdiction of the Senate Finance Committee.  

http://www.novoco.com/hottopics
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• The Senate Budget Committee will be run under the leadership of Sen. Mike Enzi, a 
Republican from Wyoming.  

• Turning to the Senate Finance Committee, as most of us know, Sen. Orrin Hatch, a 
Republican from Utah, will switch roles with current chairman Ron Wyden, a Democrat 
from Oregon. 

o So, Hatch will become the new chairman and Wyden will become the ranking 
member. 

o We can expect Sens. Hatch and Wyden to push for tax reform, as they’ve done 
in the past. 

o The Senate Finance Committee’s party ratio has also shifted. 
o The most recent committee had 13 Democrats and 11 Republicans, which will 

change to 12 Democrats and 14 Republicans next year. 
o New Republican senators appointed to the Senate Finance Committee include 

 Dan Coats from Indiana, 
 Dean Heller from Nevada, and 
 Tim Scott from South Carolina. 

o Sen. Mark Warner, a Democrat from Virginia, has retained his seat. 
• Turning to the other side of the Hill, committees in the House of Representatives will also 

see key changes. 
• For one thing, Rep. Paul Ryan will lead the House Ways and Means Committee, taking 

over for retired chairman, Dave Camp. 
o Sander Levin, a Democrat from Michigan, will remain the committee’s ranking 

member. 
• Hal Rogers from Kentucky will keep his role as the head of the Appropriations Committee, 

with Democrat Nita Lowey as its ranking member. 
• Republican Jeb Hensarling from Texas will stay chairman of the Financial Services 

Committee. 
• And Rep. Tom Price, a Republican from Georgia, will take over Rep. Ryan’s previous post 

as head of the Budget Committee. 
• I’ll go into more detail on the new committee assignments in my Washington Wire column 

for the January issue of the Novogradac Journal of Tax Credits. 
• If you don’t have a subscription to the Journal of Tax Credits yet, you can sign up at 

www.novoco.com or you can call our products desk at 415-356-7960.  
  

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

Report Calls for Shift to ‘Dynamic Housing Policy’ 
• In low-income housing tax credit (LIHTC) news, a report released last week by the 

Bipartisan Policy Center urged significant changes to low-income housing financing that’s 
meant to improve the long-term affordability and availability of housing. 

• It was written by Jeffrey Lubell of Abt Associates, a research and consulting firm. 
• Lubell makes several suggestions to help move to what he calls “a dynamic housing 

policy.” 
o He said that “dynamic” strategies shift the focus from a static, transaction-

focused on policy to one that concentrates on a broader time frame. 
o The report considers how things change over a longer period for the property, 

household and neighborhood. 
• One of the main suggestions–and the one of most interest to the tax credit community–is a 

recommended shift to “lifecycle underwriting.” 
o That is an approach to ensure that a multifamily rental development has 

resources for a 50-year lifecycle. 
o The report begins with the idea that the underwriter should consider the finances 

of the property for a longer period. 
 In Lubell’s plan, as I said earlier, that period is 50 years, although he writes 

that 40- and 60-year cycles are also reasonable. 
 The extra financial investment that would be needed up front, under his 

suggestions, would cover such things as replacing aging building systems, 
including the roof and heating system. 

o He calls for the underwriter to increase the size of the initial deposit into the 
property’s reserves to make those future investments possible. 

• The goal is to reduce the likelihood of the need for additional recapitalization of the 
property through new LIHTC transactions at the end of the 15-year compliance period. 

o This, he writes, would free up those funds for additional low-income 
developments. 

• Conservative estimate suggests that this method would increase the number of affordable 
multifamily rental units by 10 percent per year. These are his estimates. 

o This means that LIHTC allocates and developers could focus on new 
developments in future years. 

o The report does note that the first few years would likely reduce low-income 
housing units, as resources are used to increase the size of initial reserve 
deposits. 

o However, he argues over the long run, it could create more stability and more 
resources for new low-income housing. 

• The report says the two biggest obstacles to this change are its novelty and how it 
fundamentally proposes to change the status quo. 

o Lubell calls for a next step: A working group to identify specific policy changes 
needed to implement his model at the state level so it can be further evaluated. 

• The report is called “Housing More People More Effectively Through a Dynamic Housing 
Policy.”  

• You can find a copy of it at www.taxcredithousing.com.  

http://www.taxcredithousing.com/
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• We at Novogradac would be interest in your ideas, concepts and initial thoughts regarding 
his proposals. Send us an email to CPAs@novoco.com. 

 
California State LIHTC Bill Introduced  
• Next, I have some state-level news from California. 
• On Dec. 1, California Assemblyman David Chiu introduced a bill that would create a state 

tax credit for rehabilitating and preserving older affordable housing for very-low and 
extremely low-income and rural tenants. 

• I should note that there is an existing California LIHTC and the new legislation is not 
meant to replace it. 

• However, current law generally requires state tax credit recipients to have been allocated 
a federal LIHTC for the same development. 

• Chiu’s bill does not have this requirement.  
• The amount of the credit would be computed in accordance with Section 42 of the Internal 

Revenue Code.  
• The annual cap for the proposed program would be set at $40 million and, similar to the 

other California state credit, it would be administered by the California Tax Credit 
Allocation Committee, or TCAC. 

 TCAC, administers, as I noted, the federal and state Low-Income Housing 
Tax Credit programs in California.  

• TCAC would allocate the credit on a first-come-first-served basis as long as certain 
requirements are met. 

• For one thing, the credit must be used for building restructuring—that includes acquisition 
and substantial rehabilitation. 

• Another requirement is that buildings must be at least 20 years old and currently serve 
very low-income, extremely low-income, single-room occupancy or rural area residents. 

• The bill says that most properties that are being recapitalized and resyndicated by TCAC 
for substantial rehabilitation tend to have higher rents and shallower income targeting 
because they appraise well and generate significant acquisition credits. 

• At the time of this recording, the bill is still pending referral to a committee. 
• To read Assembly Bill 35 go to www.taxcredithousing.com.   
• If you have any questions about the bill or about other state LIHTCs, please contact my 

partner Lance Smith in our San Francisco office at 415-356-8000.  
• We’d also be interested in your thoughts regarding the bill, particularly the suggestion that 

it be allocated on a first-come, first-serve basis, as opposed to a competitive basis. Send 
your comments to CPAs@novoco.com. 

  

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

Study Shows Effect of Investment in Low-Income Communities 
• In new markets tax credit (NMTC) news, a study of dozens of low-income communities 

across the country shows that families fare better in places where far-reaching 
revitalization efforts address multiple needs at once. 

o The study, by the Local Initiatives Support Corporation, or LISC, suggests that 
developments encouraged by the LIHTC and NMTC have a long-lasting impact 
on their entire community. 

o The report focused on 63 communities where the nonprofit LISC has been 
investing for more than a decade. 

o Since it launched a strategy called “Building Sustainable Communities” in 2007, 
LISC has made $750 million in grants, loans and equity investments. 

o In addition to the projects it funded, there has been $3.1 billion in development 
from other sources in the targeted neighborhoods. 

• The study found that employment and incomes grew each by more than 9 percent in those 
neighborhoods compared to communities that were not part of the group’s long-term 
investment strategy. 

• The report is one of the first to use evidence-based research to determine the effect of 
diverse investments in neighborhoods on the community as a whole. 

o In this case, LISC measured employment and income gains. 
• Michael Rubinger, the president and CEO of LISC, said the effects of the investments are 

lasting and market-driven. 
o He said the investments will also help the neighborhoods withstand the next 

recession. 
• This is another example of the effectiveness of LIHTCs and NMTCs to help not only help 

the direct beneficiaries of the developments, but also the community as a whole. 
• To read a copy of the report, go to www.newmarketscredits.com.  

  

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

Maryland Historical Trust Announces State HTC Awardees 
• In historic tax credit (HTC) news, I have a state-level update from Maryland.  
• The Maryland Historical Trust last week announced that it awarded nine developments a 

total of $10 million in allocations through the Maryland Sustainable Communities Tax 
Credit, Maryland’s state HTC program. 

• The nine awardees include: 
o a hotel restoration project, 
o the conversion of a commercial building into retail and residential space and 
o the conversion of a historic mansion into community meeting space and a 

museum. 
• The state HTC awards range from $45,000 to $3 million each.  
• Together, they’ll leverage about $76.7 million in additional private investment. 
• Maryland Governor Martin O’Malley said in a press release that the state HTC program is 

one of the most effective investment tools for strengthening Maryland’s green economy, 
revitalizing critical historical sites and creating family-supporting jobs.  

• The Sustainable Communities Tax Credit program helps preserve historic structures and 
provides an economic boost to individual communities. 

• The program provides a credit equal to 20 percent of a certified historic structure’s 
qualified expenditures, which makes it a useful source of gap funding for many projects. 

• Maryland has committed nearly $360 million to the state program since it began in 1996.  
o These investments have restored nearly 4,000 residential and more than 600 

commercial historic structures.   
o They also have created more than 26,000 construction and permanent jobs. 

• The program has been so successful that Maryland state lawmakers reauthorized the 
state HTC for three additional years this past April.  

o Part of that legislation included creating a small commercial tax credit.  
 The small commercial designation will help fund modest rehabilitation 

projects that have struggled to compete for large-scale commercial awards. 
• The Maryland Historical Trust will certify applications for the small commercial tax credit 

beginning next year, Jan. 1, 2015.  
• To learn more about the program or about HTCs in other states, go to 

www.historictaxcredits.com.  
• I’d also like to encourage you to contact my partner Frank Buss in our Dover, Ohio office 

at 330-365-5400. 
 
  

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

Report Examines Factors in Solar Installation Costs 
• In renewable energy tax credit (RETC) news, a recent study by a team of researchers 

concludes that installation costs for solar photovoltaic systems vary greatly–and that 
government involvement, such as RETCs, can play a significant role in affecting those 
costs. 

• The report concluded that while the installation of solar photovoltaic systems has 
increased in the past decade, the cost of installation has decreased by roughly 50 percent 
from 2009 to 2013. 

• Even with this general decrease, installation costs for solar systems vary greatly, both 
across geographic locations and within a given location. 

o Among the factors that continue to affect the range of costs are things such as 
 the size of the installation, 
 the number of local installers, 
 the experience of installers 
 and the density of solar installations in a region. 

• The report also concluded that governmental policy plays a significant role. 
o It said that governmental efforts to foster a competitive market for solar 

installation have strong potential to bring down prices. 
o However, researchers cautioned that incentives can elevate prices in the short-

term.  
o While the report doesn’t make any specific recommendations, it does say that 

policymakers may want to pay special attention when they design and evaluate 
deployment policies aimed at cost reduction. 

o This could minimize the potential for unintentionally driving up prices in the short-
term. 

• The study was done by researchers from Yale University, the University of Wisconsin-
Madison, the University of Texas-Austin and Lawrence Berkeley National Laboratory. 

• It’s called “Deconstructing Solar Photovoltaic Pricing: The Role of Market Structure, 
Technology and Policy.” 

• You can find a copy of the report on our Renewable Energy Tax Credit Resource Center, 
www.energytaxcredits.com.  

• To learn more about RETCs, please contact my partner Tony Grappone in our Boston 
office. He can be reached at 617-330-1920. 

 

 
 
 
 
 
  
 

http://www.energytaxcredits.com/

