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

on tax expenditures, one from the Government Accountability Office and one from the National 

Taxpayer Advocate, and the Treasury Secretary Timothy Geithner’s resignation and President 

Obama’s nomination of Jack Lew. In new markets tax credit news, he invites listeners to the 

Novogradac New Markets Tax Credit Conference. In historic tax credit news, he alerts listeners 

to the National Trust for Historic Preservation’s call for nominations for its 2013 list of the Most 

Endangered Historic Places. In low-income housing tax credit news, he discusses the U.S. 

Department of Housing and Urban Development’s HOME and the Low-Income Housing Tax 

Credit Guidebook. In renewable energy news, he discusses a Journal of Tax Credits article 

about attracting investors to renewable energy projects. 

 
Summaries of each topic:  

1. General News (1:40 – 8:20) Pages 2-3 

2. New Markets Tax Credits (8:21 – 9:28) Page 4  

3. Historic Tax Credits (9:29 – 10:57) Page 5 

4. Low-Income Housing Tax Credits (10:58 – 12:56) Page 6 

5. Renewable Energy Tax Credits (12:57 – 14:27) Page 7 

 

 

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, 2012. 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 
 
Tax Expenditures Take Center Stage in Prelude to Tax Reform  

• The GAO and the National Taxpayer Advocate last week released recommendations for 
tax reform last week.  

Government Accountability Office 
• First, let’s discuss the Government Accountability Office’s recommendations for tax 

expenditures. 
• The GAO’s “Tax Expenditures: Background and Evaluation Criteria and Questions” 

provides a list of questions that it says should be asked of every tax expenditure.  
• The GAO said that it has learned through various studies that tax expenditures can 

provide great benefits, but that the government should ensure that they are meeting their 
intended purpose. 

• Since 1994, the GAO has recommended greater scrutiny of tax expenditures, which it 
says cost the federal government about $1 trillion on 173 tax expenditures.  

1. The list of 173 expenditures includes the low-income housing tax credit, new 
markets tax credit, historic tax credit and renewable energy tax credits.   

• To enable such scrutiny, Congress asked the GAO to develop a list of questions that 
lawmakers should use to determine the effectiveness of the tax expenditures. 

• The result is the GAO’s list of five main questions that Congress should ask about each 
expenditure. 

• They are:  
1. What is the tax expenditure’s purpose and is it being achieved? 
2. Even if its purpose is achieved, is the tax expenditure good policy? 
3. How does the tax expenditure relate to other federal programs? 
4. What are the consequences for the federal budget of the tax expenditure? 
5. How should evaluation of the tax expenditure be managed? 

• The GAO also suggests several follow up questions for each of the five main questions.  
• The report released last week includes detailed discussion and examples of the how to 

evaluate the expenditures.  
• Unfortunately, the GAO once again asserts that the new markets tax credit might be 

more effective as a grant than it is as tax expenditure. 
1. This is a restatement of a 2010 report that the GAO released on the NMTC. 
2. As I noted at the time and explain again in a recent blog post, the GAO’s analysis 

of the credit ignores the time value of money discount inherent in the NMTC. 
• You can read more about this discrepancy on the Notes from Novogradac blog or in the 

NMTC Working Group’s special report called “NMTC Program Outperforms Comparable 
Cash Grant Program.” 

• The GAO’s report also mentions the Low-Income Housing Tax Credit program and 
Historic Tax Credit program, as well as energy-related programs and includes a list of 
tax expenditure-related reports that the GAO has put out.  

• You can access the GAO report at the New Markets Tax Credits Resource Center. 
National Taxpayer Advocate 

• Now let’s switch to the IRS’s National Taxpayer Advocate’s 2012 annual report to 
Congress.  

• In a report released last week, National Taxpayer Advocate Nina E. Olson 
recommended simplifying the tax code by eliminating tax expenditures.  
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• She said that the Joint Committee on Taxation has projected $1.09 trillion in tax 
expenditures for fiscal year 2013.  

• Olson recommended that Congress adopt a “zero-based budgeting” approach to 
comprehensive tax reform.  

• The report says Congress should assume that all tax expenditures will be eliminated and 
then only add in those whose public policy benefit is greater than the burden that the 
expenditure would place on taxpayers. 

• It recommends that Congress should review each tax expenditure individually to 
determine if it is effective and if its objective would be better met through a direct 
spending program.  

• You can find a copy of the report online at www.taxpayeradvocate.irs.gov.  
• As Congress takes up tax reform, we will see more of these recommendations for 

eliminating tax expenditures.  
• It’s important that we make sure that our representatives know not all tax expenditures 

are created equal.  
• We need to remind them of the benefits that development credits, like the housing, new 

markets and historic tax credits have brought to distressed neighborhoods. 
• Lawmakers that are new to Congress may especially need an introduction to the 

programs.  
• On Novogradac’s website, you can find information about projects funded with the tax 

credits and reports on the credits’ effect on economically challenged areas.  
• I encourage you to visit www.novoco.com and pass on the information found there to 

your representatives.  
• And if you have a tax credit project that demonstrates the significant impact that tax 

credits have had on your area, I’d love for you to send me the details at 
CPAs@novoco.com 

 
Treasury Secretary Geithner Resigns  

• In related news, last week President Barack Obama nominated White House chief of 
staff Jack Lew succeed Timothy Geithner as Treasury secretary.  

• Geithner has been the longest-serving member of President Obama's economic team.  
• Looking ahead to the impending fiscal deadlines related to the nation’s debt ceiling, as 

well as the potential for tax reform, Jack Lew will likely play a key role in a number of 
significant issues.  

• His appointment still must be confirmed by the Senate, but at the time of this recording 
significant opposition was not expected.  

• During negotiations for the Tax Reform Act of 1986, a much younger Jack Lew served 
as a housing advisor to then-Speaker of the House Tip O’Neil.  

  

http://www.taxpayeradvocate.irs.gov/
http://www.novoco.com/
mailto:CPAs@novoco.com
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NEW MARKETS TAX CREDIT NEWS 
 
Not Too Late 

• At the time of this recording, more than 500 people are already registered for the 
Novogradac New Markets Tax Credit Conference and we expect that number to grow to 
more than 600!  

• The event will be held on January 24 and 25 in San Diego and there is still time to 
register.  

• The conference will cover the latest developments in Washington, including the two-year 
extension of the new markets tax credit.  

• We will also feature discussions about  
o true debt considerations 
o QLICI portfolio management 
o current market trends 
o measuring community impact 
o the EB5 program,  
o and more.  

• After a slightly uncertain 2012, 2013 is a promising year for the new markets tax credit 
community and this conference is the ideal way to start the year off right.  

• To join us in San Diego, you can call 415-356-7970, send an email to 
events@novoco.com or visit us online at www.novoco.com/events.  

• I hope to see you there!  
 
  

mailto:events@novoco.com
http://www.novoco.com/events
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HISTORIC TAX CREDIT NEWS 
 
America's Most Endangered Historic Places List  

• The National Trust for Historic Preservation is currently accepting nominations for its 
annual list of America’s 11 Most Endangered Historic Places®.  

• For more than a quarter century, this list has highlighted important examples of the 
nation’s architectural, cultural and natural heritage that are at risk for destruction or 
irreparable damage.  

• Nominations are due on March 1, 2013.  
• The 2013 list will be announced in June.  
• More than 240 threatened historic locations have been identified on the list since 1988.  
• These sites have included  

o urban districts  
o rural landscapes,  
o Native American landmarks  
o 20th-century sports arenas 
o and more.  

• The list spotlights historic places that are facing a range of threats including insufficient 
funds, inappropriate development or insensitive public policy.  

• The National Trust says the designation has been a powerful tool for raising awareness 
and rallying resources to save endangered sites from every region of the country. 

• The Trust says that places on the list need not be famous, but they must be significant 
within their own cultural context 

• They should also illustrate important issues in preservation and have a need for 
immediate action to stop or reverse serious threats.  

• All nominations are subject to an extensive vetting process. 
• To learn more about the program and to submit a nomination, visit 

www.preservationnation.org.   
  

http://www.preservationnation.org/
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
HUD Publishes HOME/LIHTC Guidebook 

• Earlier this month the U.S. Department of Housing and Urban Development released the 
“HOME and the Low-Income Housing Tax Credit Guidebook.” 

• The 163-page manual provides guidance to help Participating Jurisdictions, or PJs, with 
projects that use both HOME an low-income housing tax credit funds.  

• The guidebook provides information about how developers and the PJs can comply with 
both programs’ requirements. 

• The guidebook covers all areas of program compliance, including: 
o the application, 
o underwriting, 
o project commitment, 
o construction, 
o lease-up, and 
o ongoing compliance during rental property management. 

• The guidebook is directed at the PJs, and provides technical guidance for assessing 
projects at all stages of development and operation. 

• It is presented in a format that follows the development funding process for a project that 
uses both HOME and LIHTC funding. 

• It takes a PJ through each step, including  
o conducting threshold eligibility reviews,  
o assessing financial feasibility,  
o committing to the project and constructing units,  
o leasing up and completing the project,  
o ensuring long-term compliance and  
o addressing long-term affordability. 

• Although the guidebook is directed at PJs, developers may also find it useful when 
designing their projects and applying for funding because the guide provides information 
about what PJs look for in projects that combine LIHTC and HOME funding. 

• HUD stressed that, while it has tried to address all issues concerning the LIHTC 
program, PJs should still consult with the IRS about their specific projects. 

• A copy of the “HOME and the Low-Income Housing Tax Credit Guidebook” can be found 
online at www.hudresourcecenter.com.  

• Questions about using HOME funds with the low-income housing tax credit can be 
directed to my partner Susan Wilson in Novogradac’s Austin office. She can be reached 
at 512.340.0420 or susan.wilson@novoco.com.  

 
  

http://www.hudresourcecenter.com/
mailto:susan.wilson@novoco.com
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Now What?  

• Now that the production tax credit has been extended, you may be asking yourself, 
what’s next?  

• For many listeners, the next step will be getting back to business developing energy 
projects.  

• And as we look ahead at 2013, projects using the Section 1603 cash grant program are 
wrapping up, which shifts the focus back to the renewable energy tax credit equity 
market for investment and production tax credits.  

• This may raise the question: How do I make my renewable energy project more 
attractive to a potential tax credit equity investor?  

• In this month’s issue of the Novogradac Journal of Tax Credits, my partner Dan Smith 
answers this question and discusses that the keys to attracting a tax credit equity 
investor.  

• The key factors he notes are:  
o the investor’s understanding of your technology,  
o the economics of your energy project,  
o the support team that you have in place,  
o and the experience and proven track record of the developer’s past projects. 

• You can read more in the January 2013 Journal of Tax Credits.  
o If you’re not already a subscriber you can request a free sample copy online at 

www.novoco.com/journal.  
• Or to speak with Dan about the specifics of your renewable energy project, you can call 

330.365.5400 or send an email to dan.smith@novoco.com.  
 

http://www.novoco.com/journal
mailto:dan.smith@novoco.com

