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Michael J. Novogradac, CPA, reviews last week’s State of the Union Address. He 

also discusses the IRS’s updated Priority Guidance Plan and a Senate Finance 

Committee hearing on tax extenders and tax reform. Then, he examines proposals to 

change the tax treatment of carried interest and reviews a bill in Indiana that would 

change how property taxes are assessed for low-income housing tax credit properties. 

Next, he shares the findings of the American Wind Energy Association’s fourth quarter 

market report. Then, he discusses the next meeting of the Advisory Council on Historic 

Preservation and news from Missouri, where lawmakers have again begun to debate 

state tax credits. Finally, he considers legislation in Hawaii intended to make the state 

more attractive for new markets tax credit investing.  

 

Summaries of each topic:  

1. General News (2:01 – 8:48) Pages 2-4 

2. Low-Income Housing Tax Credits (8:49 – 12:03) Pages 5-6 

3. Renewable Energy Tax Credits (12:04 – 14:06) Page 7 

4. Historic Tax Credits (14:07 – 16:59) Pages 8-9 

5. New Markets Tax Credits (17:00 – 18:30) Page 10 

 

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 advisor.  

 

© 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 e-mail to cpas@novoco.com.   

  



Novogradac Report on Tax Credits 
Summary: January 31, 2012 

 

2 
www.novoco.com/podcast 

©Novogradac & Company LLP 2011 

GENERAL NEWS 
 
Highlights from the State of the Union Address  

 In last week’s State of the Union address, President Barack Obama focused 
much of his time on taxes, energy and employment.  

 In my blog at novogradac.wordpress.com, I examined several of the issues 
addressed in the president’s remarks.  

 I will touch on a few in today’s podcast, but for more information I encourage you 
to visit novogradac.wordpress.com.  

 One highlight from the address was the proposal for a new tax credit for 
companies seeking to finance new factories, equipment, or production in 
communities that have been hardest hit by a company choosing to relocate or a 
military base shutting down. 

o He said, quote “It is time to stop rewarding businesses that ship jobs 
overseas, and start rewarding companies that create jobs right here in 
America. Send me these tax reforms, and I will sign them right away.” 

o In a fact sheet released the day after the address, the White House 
provided additional details.  

o The proposed Manufacturing Communities Tax Credit would provide $6 
billion in tax credits, $2 billion per year for three years.  

o The credit would be available for qualified investments that help finance 
projects in communities that have suffered a major job loss event.  

o The proposal defines a major job loss event as when a military base 
closes or a major employer closes or substantially reduces a facility or 
operating unit, resulting in permanent mass layoffs.   

 The president is also proposing to extend for all of 2012 the provision that allows 
businesses to expense the full cost of their investments in equipment.   

 The administration predicts that over the next two years, this would provide 
businesses with $50 billion in tax relief. 

 Later in his remarks, the president addressed the payroll tax holiday that is set to 
expire at the end of February as a segue to an appeal for personal tax reform.  

o He recommended that tax reform should follow the Buffett Rule, which he 
defined as anyone making more than $1 million or more a year paying at 
least 30 percent in taxes.  

o He also expressed support for a proposal put forward by Republican Sen. 
Tom Coburn that would ban certain tax subsidies or deductions for 
anyone making $1 million or more a year.  

 In his remarks about energy issues, the president acknowledged that deep 
political differences would make it difficult for Congress to pass comprehensive 
energy legislation.  

 But nonetheless, he called for the extension of energy tax credits.  
o He said and I quote, “Pass clean energy tax credits. Create these jobs.” 
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o In the fact sheet released the following day, the White House revealed 
that the administration also supports extending the Advanced Energy 
Manufacturing Tax Credit.  

o The proposal would provide an additional $5 billion in tax credits that 
could drive as much as $20 billion in domestic clean energy 
manufacturing.  

o As most listeners will recall, the Advanced Energy Manufacturing Tax 
Credit was created by the Recovery Act and oversubscribed more than 
three times over during the application process. 

 An emphasis on job creation, manufacturing and energy could strengthen 
support for programs such as the new markets tax credit, historic tax credit, low-
income housing tax credit and renewable energy tax credit.  

 It will be important, however, for the tax credit community to monitor tax reform 
efforts closely to ensure that changes to the tax code don’t weaken or eliminate 
these tools. 

 It is likely that further details on these proposals will be included in the president’s 
proposed fiscal year 2013 budget, which the administration is scheduled to 
release on February 13. 

 So stay tuned in the coming weeks as additional information becomes available. 
 
Priority Guidance Plan  

 The IRS last week released the second quarter update to its Priority Guidance 
Plan. 

 The plan published in September contained 317 original projects that were 
designated as priorities for the IRS during the 12 -month period from July 2011 
through June 2012.  

 The second quarter update reflects 14 additional projects that have become 
priorities and/or guidance the IRS published between October 1 and December 
31.  

 None of the new projects affect the tax credits on which this podcast is focused.  
 But, the IRS will continue to update and republish the plan during the plan year, 

so stay tuned.  
 If future updates include changes of interest to the housing tax credit, new 

markets tax credit, historic tax credit or renewable energy tax credits I will share 
those updates with you in future podcasts.  

 
Hearing on Tax Extenders  

 The Senate Finance Committee was scheduled to hold a hearing today, January 
31, about tax reform.  

 The hearing is entitled, “Extenders and Tax Reform: Seeking Long-Term 
Solutions.”  
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 At the time of this recording, the witnesses scheduled to appear at the hearing 
included professors from Rutgers University, George Mason University and the 
University of Texas’ School of Law, as well as the chief tax counsel and director 
of tax policy for the U.S. Chamber of Commerce.   
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Carried Interest Proposals Resurface 

 Earlier this month Congressman Sander Levin said he planned to re-introduce 
legislation later this year to change the taxation of carried interest income. 

 Levin is the ranking Democrat on the tax-writing House Ways and Means 
Committee.  

 He has authored legislation twice before that would subject carried interest 
income to the same top tax rate of 35 percent as ordinary income.  

 The National Multi Housing Council warns that, if enacted, the change would 
significantly reduce the ability to develop or rehabilitate rental housing. 

 In 2010 the U.S. Conference of Mayors and the National Association of Counties 
both passed resolutions opposing this proposal as it relates to real estate 
partnerships.  

 Last week, the National Multi Housing Council was one of 17 organizations that 
co-signed a letter of opposition to Rep. Chris Van Hollen, who has proposed 
raising the tax on carried interest to pay for the extension of the payroll tax 
holiday.  

o In the letter the groups argue that while much discussion about changing 
the tax on carried interest focuses on its affect on hedge fund managers, 
the tax increase would directly hit commercial real estate.  

o The letter reports that 46 percent of all investment partnerships in the 
U.S. are real estate partnerships, and that the vast majority of those use a 
carried interest structure.  

o As such, the groups argue that a change in the tax treatment of carried 
interest would be a tax increase on commercial real estate. 

 Because of its potential implications for the development of rental housing, 
Novogradac & Company will follow these proposals and inform you in future 
podcasts as developments warrant.  

 
Indiana Considers Including LIHTCs in Property Tax Assessments  

 Indiana’s General Assembly is considering a budget bill that would affect how the 
state assesses property taxes on low-income housing tax credit property. 

 State Senate Bill 344 would repeal the state’s prohibition against using the value 
of federal LIHTCs to determine property taxes on LIHTC properties. 

 This would raise property taxes for LIHTC properties.  
 Additional property taxes collected as a result of the repeal would be used to 

fund local residential historic rehabilitation grant programs, which municipalities 
would be permitted to establish under the bill. 

 A previous version of S.B. 344 called for the expiration of numerous community 
development tax credit programs in 2017, including the historic rehabilitation tax 
credit. 
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 Unfortunately, this amendment pits affordable housing advocates against 
supporters of historic preservation.  

 A copy of S.B. 344 is available at www.taxcredithousing.com.  
  



Novogradac Report on Tax Credits 
Summary: January 31, 2012 

 

7 
www.novoco.com/podcast 

©Novogradac & Company LLP 2011 

RENEWABLE ENERGY TAX CREDIT NEWS 
 
U.S. Wind-Turbine Installations Rose 31% in 2011   

 The U.S. wind industry installed more than 6,800 megawatts in 2011, according 
to the American Wind Energy Association.  

 This is 31 percent more than the amount installed in 2010.  
 Last week AWEA published its fourth quarter market report for the U.S. wind 

industry in 2011.   
o The report found that California topped the list for megawatts installed in 

2011 with 921 and Illinois came in second.  
o Texas remains the top state for overall wind power in 2011.  
o Ohio was reported as the fastest growing wind power state in 2011 with 

101 megawatts installed, representing a more than 900 percent growth 
rate for the state.  

o Meanwhile, South Dakota joined Iowa as the states receiving the highest 
percentage of their electricity from wind, with 20 percent.  

 Overall, 30 states brought wind projects online in 2011.  
 Construction is ongoing for 2012 on projects in 31 states, including the first wind 

projects in Nevada, Connecticut and Puerto Rico. 
 In a statement about the report’s release, AWEA says these figures are evidence 

of the production tax credit’s success in building new projects, powering local 
economies and creating jobs. 

 As listeners know, the production tax credit will expire in 2012 unless Congress 
takes action.  

 AWEA estimates that private investment generated over the last four years of 
relative production tax credit stability averages $17 billion a year. 

 If you want to learn more about the energy production tax credit, please contact 
my partner Tony Grappone in our Boston office.  
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HISTORIC TAX CREDIT NEWS 
 
Advisory Council on Historic Preservation Meeting  

 Last week the Advisory Council on Historic Preservation announced it will hold its 
next quarterly meeting on Thursday, February 9.  

 Advisory Council on Historic Preservation meetings are open to the public. 
 The council was established by the National Historic Preservation Act of 1966 to 

advise the President and Congress on national historic preservation policy. 
 According to the agenda published last week, on February 9 the meeting will 

include a forum discussion on the topic of “Federal Budget Austerity and Historic 
Preservation.” 

 A complete agenda and additional information about the meeting can be found in 
the notice that was published on January 25. 

 That notice can be downloaded from www.historictaxcredits.com.  
 

Missouri Tax Credit Battle Continues 
 Lawmakers in Missouri appear to have picked up tax credit reform discussions 

right where they left off at the end of the last session. 
 Since the Legislature convened on January 4, at least seven bills to curtail the 

state’s tax credit programs have been introduced, including six in the Senate and 
one in the House. 

 Many of these bills would impose sunset dates on all state tax credit programs, 
including Missouri’s low-income housing tax credit and historic preservation tax 
credit. 

 Other - more extreme - measures, such as H.B. 1101, are proposing the 
elimination of all state tax credits. 

 On January 19, Ernst & Young named Missouri’s tax structure the most 
competitive in the South Central region. 

 E&Y noted that Missouri averaged 27 percent in tax credits, the highest among 
the eight states studied and a major factor in the state’s top ranking. 

 On the same day as the E&Y announcement, the Missouri Senate Ways and 
Means Committee held a hearing on four tax credit-related bills.  

 The four bills that the Ways and Means Committee considered are Senate Bills 
531, 548, 561 and 472. 

 S.B. 531 and S.B. 472 target the state LIHTC and historic tax credit programs.  
o The measures would gradually reduce the annual cap on the state 

housing tax credit and significantly lower historic tax credit program’s cap.  
o In addition, the two programs could no longer be used in the same 

transaction. 
 S.B. 548 and S.B. 561 would place sunsets on all tax credit programs. 
 The committee took no action on any of the bills. 
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 Copies of all the bills are available online at www.taxcredithousing.com and 
www.historictaxcredits.com. 

 To learn more about using historic tax credits in Missouri, please contact my 
partners Annette Stevenson or Tom Boccia in our Cleveland, Ohio office.  
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NEW MARKETS TAX CREDIT NEWS 
 
Bills Introduced to Encourage NMTC Investment in Hawaii  

 Last week legislation was introduced in the Hawaii State Legislature that is 
intended to make the state more attractive for community development.  

 The companion bills are Senate Bill 2895 and House Bill 2387.  
 The legislation would allow guarantees and credit enhancements to community 

development entities or CDEs.  
 The bills would also increase total maximum funding amounts from $250,000 to 

$5 million that a CDE can receive from loans, guarantees and credit 
enhancements.  

 The provisions are designed to  
o facilitate private lenders' participation in new markets tax credit financing  
o and facilitate monetization of existing project assets for purposes of new 

markets tax credit financing.  
 S.B 2895 passed its first reading in the Senate.  
 The House of Representatives has referred H.B. 2387 to its Economic 

Revitalization & Business and Finance committees. 
 Supporters of the provisions say they will make Hawaii more likely to attract new 

markets tax credit investment.   
 The legislation is reported to have the support of the majority leader, the speaker 

and the governor.   
 Copies of the legislation can be found online at www.newmarketscredits.com.  
 To learn more about the legislation, please contact my partner Nicolo Pinoli in 

our Portland, Oregon office.  
 


