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Michael J. Novogradac, CPA, reviews two hearings on tax reform and alerts listeners to 

the opportunity to request guidance from the Internal Revenue Service. Then, he shares an 

announcement about an upcoming conference focused on the Community Reinvestment Act, 

and important information for affordable housing property owners in Kentucky related to the 

recent tornadoes. Next, he shares good news from New Jersey, where a proposed state historic 

tax credit was passed out of committee last week. He also discusses more than $49 million in 

historic preservation grants awarded by Interior Secretary Ken Salazar.  In the renewable 

energy segment, he discusses the status of an amendment that will be voted on in the Senate 

this week to extend the production tax credit and Section 1603 cash grant program. Finally, he 

shares a related update about an amendment to extend the new markets tax credit. He also 

discusses the CDFI Fund’s plans to update program eligibility criteria based on new Census 

data.  

 

Summaries of each topic:  

1. General News (2:05 – 9:33) Pages 2-4 

2. Low-Income Housing Tax Credits (9:34 – 12:24) Page 5 

3. Historic Tax Credits (12:25 – 14:42) Page 6 

4. Renewable Energy Tax Credits (14:43 – 16:14) Page 7 

5. New Markets Tax Credits (16:15 – 18:41)  Page 8 

 

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.   
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GENERAL NEWS 
 
Tax Reform Hearings  

 As I mentioned last week, two hearings were held on tax reform by Congress’ tax writing 
committees.  

 First, House Ways and Means Committee Chairman Dave Camp continued his series of 
hearings on comprehensive tax reform.   

o Last week’s hearing examined rules related to closely-held businesses, also 
known as pass-through businesses. 

o In his prepared remarks, Chairman Camp noted according to the Joint 
Committee on Taxation in 2007 pass-through entities earned 56 percent of total 
net business income – which is taxed under the individual rate structure.   

o He also warned that recent proposals to raise the top statutory rate on individuals 
to roughly 40 percent have raised concerns from the pass-through community.   

o Some of the witnesses addressed the effect on pass-through businesses of one 
commonly suggested approach for paying for a reduction in corporate tax rate - 
eliminating some, or even all, business tax expenditures. 

o As listeners may recall, some estimates suggest that eliminating all domestic tax 
expenditures would allow a revenue-neutral reduction in the corporate tax rate to 
28 percent.  

o One of the witnesses, Tax Analysts Chief Economist Martin Sullivan, noted that 
not only would this corporate rate reduction not benefit pass-through businesses, 
it would actually adversely impact them because they would lose the deductions 
and credits they use, such as accelerated depreciation and the section 199 
deduction for domestic manufacturing.  

 Meanwhile, the Senate Finance Committee discussed how tax reform could boost 
capital investment and manufacturing.  

o In his prepared remarks, committee Chairman Max Baucus suggested that in the 
process of tax reform, the U.S. should make sure it’s getting the most bang-for-
the-buck out of the incentives in the tax code by asking  
 whether policies are working to encourage broad-based economic growth 

and job creation,  
 if they spur investment in the economy,  
 and if they are more effective than a rate reduction with the same cost.  

o Witnesses also discussed the proposed elimination of tax expenditures as a way 
to lower the corporate tax rate.  

o Most of the witnesses agreed that Congress should retain specific tax 
expenditures related to the manufacturing sector when overhauling the corporate 
tax code, such as the Section 199 deduction for domestic production, the 
research and development tax credit, and accelerated depreciation.  

o Robert Atkinson, president of the Information Technology and Innovation 
Foundation, suggested that corporate tax reform should reduce or eliminate 
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some deductions, exemptions, and credits but warned that quote “if a dogged 
faith in simplicity ends up reducing and even eliminating incentives that spur 
productivity, innovation, and competitiveness, reform will lead to less economic 
growth, not more.”  

o Ike Brannon, director of economic policy and congressional relations at the 
American Action Forum, said, quote “Most of the deductions, exemptions, and 
expenditures in the tax code do relatively little to incentivize growth given their 
cost, and our economy—and government coffers—would be better off if they 
were eliminated and the savings were used to “buy” a lower corporate tax rate.”  

o However, he also said “while simplification is desired, provisions that incentivize 
growth should not be removed for the sake of simplification alone.”  

 
HUD Budget Hearing 

 Next week, on March 21 House Appropriations Subcommittee on Transportation, 
Housing and Urban Development, and Related Agencies will hold a hearing on HUD’s 
proposed budget.  

 HUD Secretary Shaun Donovan is expected to testify.  

 
Priority Guidance Plan  

 Last week, the Internal Revenue Serviced invited public comment on recommendations 
for items that should be included on the 2012-2013 Guidance Priority List. 

 Treasury’s Office of Tax Policy and the IRS use the Guidance Priority List each year to 
identify and prioritize the tax issues that should be addressed through regulations, 
revenue rulings, revenue procedures, notices and other published administrative 
guidance. 

 The 2012-2013 Guidance Priority List will establish the guidance that the Treasury 
Department and the Service intend to work on from July 1, 2012, through June 30, 2013.  

 Taxpayers may submit recommendations for guidance at any time during the year. 
 Recommendations submitted by May 1 will be considered for inclusion on the original 

2012-2013 Guidance Priority List.  
 Treasury and the IRS may update the list periodically to reflect additional guidance that 

they intend to publish during the plan year. 
 Recommendations for guidance received after May 1 will be reviewed for inclusion in the 

next periodic update. 
 Recommendations for guidance are not required to be submitted in any particular 

format. 
 The IRS does suggest however, that taxpayers should briefly describe the 

recommended guidance and explain the need for the guidance. 
 In addition, taxpayers may include an analysis of how the issue should be resolved. 
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 Additional details on how to submit recommendations for projects to be included on the 
next Guidance Priority List can be found in IRS Notice 2012-25.  

 Novogradac & Company’s tax credit working groups plan to submit guidance requests.  
o To share your requests for low-income housing tax credit guidance, please 

contact my partner Mike Morrison, who heads the Low-Income Housing Tax 
Credit Working Group.  

o To share your requests for new markets tax credit guidance, please contact my 
partner Brad Elphick, who heads the New Markets Tax Credit Working Group.  

o To share your requests for renewable energy tax credit guidance, please contact 
my partner Tony Grappone, who heads the Renewable Energy Working Group.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Bank Regulatory Agencies and CDFI Fund to Sponsor National Community Reinvestment 
Conference  

 In two weeks, the federal bank regulatory agencies, the Federal Reserve Bank of San 
Francisco, and the Community Development Financial Institutions Fund will host a 
National Interagency Community Reinvestment Conference in Seattle, Washington.  

 This biennial conference will be held from March 25 to 28.  
 The event is designed to offer participants the opportunity to learn about the Community 

Reinvestment Act and its regulations, as well as the chance to network and discuss best 
practices and emerging challenges in community development.  

 The conference will feature three tracks: CRA compliance; the National Community 
Development Lending School; and community development in practice.  

 My partner Stephen Tracy is one of the many speakers who will be discussing topics 
related to CRA investment.  

 More information about the event can be found online at 
www.frbsf.org/community/seattle2012/.  

 
Housing Needs in Storm Damaged Areas 

 In an effort to assist households displaced as a result of the tornadoes on March 2, the 
Kentucky Housing Corporation is encouraging housing partners to include rental 
vacancy information on the web site kyrents.org.  

 Property owners and management companies that currently use the site are asked to 
review their information to ensure it is accurate.   

 In addition, the Kentucky Housing Corporation last week provided an approval notice 
authorization low-income housing tax credit property owners to provide temporary 
housing to individuals displaced by during the period of February 29 to March 3, 2012 
affected by severe storms, tornadoes, straight-line winds, and flooding in seven 
Kentucky counties. 

 They are Johnson, Kenton, Laurel, Lawrence, Menifee, Morgan and Pendleton counties.  
 As listeners may know, in Revenue Procedure 2007-54, the Internal Revenue Service 

established a procedure for temporary relief from certain requirements of Section 42 for 
owners of low-income housing tax credit buildings and housing agencies of states in 
major disaster areas.  

 As part of this procedure, housing tax credit property owners must obtain approval from 
Kentucky Housing Corporation, in writing, prior to housing displaced households.   

 The approval notice released last week is intended to satisfy that requirement.  
 If you are thinking about using this rule, I encourage you to talk to Jim Kroger or Thomas 

Stagg in our San Francisco office , as there are a number issues related to moving in 
tenants that don’t otherwise meet the income limitations or non-transient requirements.  
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HISTORIC TAX CREDIT NEWS 
 
Proposed New Jersey Historic Tax Credit Makes Progress  

 The Historic Property Reinvestment Act sponsored by New Jersey Senators Barbara 
Buono and Shirley Turner was approved last week by the New Jersey Senate’s State 
Government, Wagering, Tourism and Historic Preservation Committee.  

 The bill would create a tax credit for homeowners and a tax credit for businesses to 
cover up to 25 percent of the cost of repairing and rehabilitating historic properties in 
New Jersey.  

 Qualifying properties would be required to be listed on the National Register of Historic 
Places or the New Jersey Register of Historic Places, or designated by the State Historic 
Preservation Office or other state or local organization as contributing to a district’s 
historic significance. 

 The business tax credit would be uncapped and would apply against the businesses’ 
corporation business tax and insurance premiums tax liabilities.  

 Businesses seeking the tax credit would be required to – within either a 24-month or 60-
month rehabilitation period – have eligible rehabilitation expenditures of either $5,000 or 
the property’s adjusted valuation used for federal income tax purposes, whichever is 
greater. 

 If enacted, New Jersey would be the 32nd state to implement a historic rehabilitation tax 
credit.  

 The bill now heads to the New Jersey Senate Budget and Appropriations Committee for 
further review. 

 
DOI Grants  

 Last week Secretary of the Interior Ken Salazar announced $46.9 million in historic 
preservation grants to the 50 states, the District of Columbia, the U.S. territories, and 
three affiliated Pacific island states.  

 The Historic Preservation Fund is supported by revenue from federal oil leases on the 
Outer Continental Shelf.  

 The National Park Service administers the fund and uses the majority of appropriated 
funds to distribute matching grants to State and Tribal Historic Preservation Officers. 

 States officials use the grants to fund preservation projects, such as survey and 
inventory, National Register nominations, preservation education, architectural planning, 
historic structure reports, community preservation plans, and bricks-and-mortar repair to 
buildings. 

 More information can be found online at www.doi.gov and www.nps.gov.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Senate to Consider Production Tax Credit, Section 1603 Extenders   

 Last week the Senate began consideration of amendments to S. 1813, a federal 
highway and highway safety bill.  

 Voting on the amendments began last week, and at the time of this recording was 
scheduled to be taken up on today, Tuesday, March 13. 

 Of interest to the renewable energy community is Senate Amendment 1812, which 
extends 16 energy-related tax incentives, including the wind production tax credit.  

 The amendment was proposed by Sen. Debbie Stabenow.  
 It would also extend the Section 1603 cash grant program.  
 The amendment is one of 30 that the Senate will consider adding to S.1813 before a 

vote on the final legislation takes place.  
 Any amendment must receive 60 votes in order to be included in S.1813.  
 Senators will also vote on S. Amdt. 1589, which would repeal the energy tax extenders 

and use the funds to help pay for a reduction in the corporate tax rate; this amendment 
is not expected to pass.   

 Copies of the amendments are available online at www.energytaxcredits.com.  
 To follow the status of the votes, I encourage you to follow me on Twitter. I will tweet 

updates as they happen.  
 I will also share an update on the bill in next week’s podcast.  
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NEW MARKETS TAX CREDIT NEWS 
 
Senate to Vote on NMTC Extension  

 In addition to the energy tax extenders, the Senate next week will vote on a one-year 
$3.5 billion extension of the New Markets Tax Credit program.  

 The extension is also going to be proposed as part of a package that Senator Pat Robert 
will offer as amendment to S. 1813, the federal transportation bill.  

 Because of the controversial offsets that would be used to pay for the extension, 
including approval of the Keystone Pipeline and a one-year freeze of federal pay, 
Senator Roberts' amendment is not expected to pass.  

 However, the New Markets Tax Credit Coalition says that the fact that the new markets 
tax credit extension is included in a Republican leadership amendment further fortifies 
the bi-partisan support for the new markets tax credit program.  

 The coalition also reports that Senator Olympia Snowe played a key role by advocating 
for the inclusion of the new markets tax credit extension in the package of amendments.  

 
CDFI Fund Announces Timeline for New Eligibility Criteria  

 Last week, the CDFI Fund announced the approximate timing for its plans to update 
program eligibility criteria based on new Census data.  

 The CDFI Fund is currently reviewing recently released poverty and income data from 
the 2006-2010 American Community Survey.  

 The CDFI Fund says it expects to release new tables in May showing new markets tax 
credit program eligibility by Census tract 

 In its announcement last week the CDFI Fund noted that this timing may be subject to 
change. In the meantime, program eligibility for the New Markets Tax Credit program 
remains unchanged and linked to the 2000 Census. 

 The CDFI Fund says that policies governing this transition will be released along with the 
new eligibility tables.  

 The New Markets Tax Credit Working Group recently submitted recommendations to the 
CDFI Fund regarding the transition to the new Census data.  

 To read a copy of those recommendations go to www.nmtcworkinggroup.com.  
 To learn more about the Working Group, please contact my partner Brad Elphick in our 

Atlanta, Georgia office.  
 


