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

document from Rep. Dave Camp aimed at reforming the tax code for small businesses and an 

announcement from Rep. Pat Tiberi that the Select Revenue Measures subcommittee would 

hold a meeting on financial products tax reform, as well as several upcoming hearings and key 

dates. In historic tax credit news, he discusses a bill that would make permanent enhanced tax 

incentives for conservation easements, a report from the Office of the Chief Financial Officer of 

the District of Columbia that analyzes how state historic tax credits affect the leveraging of 

resources through the federal HTC and the Ohio Historic Preservation Tax Credit program’s 10th 

application round. In low-income housing tax credit news, he alerts listeners to a request for 

comments from the Financial Accounting Standards Board Emerging Issues Task Force about 

limited partnerships and a document from the American Bar Association’s Section on Taxation 

that offers suggestions for simplifying the tax code for real estate.  

  

  

Summaries of each topic:  
1. General News (2:15 – 7:00) Pages 2-3 

2. Historic Tax Credits (7:01 – 11:50) Pages 4-5 

3. Low-Income Housing Tax Credits (11:51 – 18:47) Pages 6-7 

 

 

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, 2013. 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 
 
Tax Reform  

• Last week Ways and Means Committee Chairman Dave Camp released a discussion 
draft aimed at reforming the tax code for small businesses.   

• Chairman Camp says the goal of this latest draft is to spur greater job creation and 
higher wages for workers by reducing the burden the tax code imposes on small 
businesses.   

• As part of a broader, comprehensive tax reform package that lowers tax rates for 
individuals, small businesses and corporations, the discussion draft reforms and 
simplifies a number of tax rules affecting small businesses and workers.   

• The draft contains a few core components such as permanent section 179 expensing 
and expansion of the “cash accounting” method.  

• The discussion draft also includes two separate options designed to achieve greater 
uniformity between S corporations and partnerships.   

o One option would revise current rules and a second option would replace current 
tax rules with a new unified pass-through regime. 

o The committee is soliciting comments from stakeholders on both options.  
• For the purposes of allocation of partnerships, section 704 would be replaced by new 

section 712 and all credits in a partnership would need to be allocated in the same 
percentage. 

• This might cause some challenge depending on how the rules are interpreted for 
transactions that have both federal credits and state credits and are attempting to 
allocate them to different partners. 

• An overview of the discussion draft along with a detailed summary can be found online 
at www.novoco.com by clicking on the Hot Topics button and following the Tax Reform 
link.  

 
Tax Reform Hearings Announced  

• In related news, Rep. Pat Tiberi, Chairman of the Subcommittee on Select Revenue 
Measures, last week announced that the subcommittee will hold a hearing on the 
financial products tax reform discussion draft released on January 24.  

o The committee released the discussion draft to solicit feedback on the details of 
the draft proposals, which the committee intends to include as part of 
comprehensive tax reform legislation. 

o The hearing will take place tomorrow, March 20.  
• Likewise, Chairman Camp last week announced that the committee will hold a hearing 

on federal tax provisions that affect state and local governments as part of the 
committee’s work on comprehensive tax reform.   

o This hearing will examine the array of federal tax provisions that affect state and 
local government operations and financing.  

o The hearing is scheduled to take place on today, March 19.  
 
Other Congressional Hearings  

• Also today, the Senate Committee on Banking, Housing and Urban Affairs is scheduled 
to hold a hearing called “Bipartisan Solutions for Housing Finance Reform?” 

• The witnesses will include former HUD Secretary Mel Martinez, who is now co-chair of 
the Bipartisan Policy Center’s Housing Commission.   

http://www.novoco.com/
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• And finally, the House Financial Services Committee is slated to hold a hearing today 
“Sustainable Housing Finance: An Update from the Federal Housing Finance Agency on 
the GSE Conservatorships. 

 
Senate Tax Reform 

• And staying with the Senate for a moment, last week the Senate Finance Committee 
announced that it would start holding weekly meetings on various tax reform topics. 

• There’s an estimate that there will be about 10 weekly meetings. 
• The meetings will be private and internal and will not be open to the public.  
• It demonstrates that the Senate Finance Committee is moving down the path of tax 

reform just as the Ways and Means Committee is holding hearings and working group 
meetings. 

• I remind listeners to submit comments to the Ways and Means website. 
• Some comments are already available, but there were no comments addressing the 

LIHTC, HTC, NMTC or renewable energy tax credits. 

Key Dates 
• March 27: Current continuing resolution expires. 
• April 8: President’s FY 2014 budget. 
• April 15: House and Senate budget resolution deadline. 
• May 19: End of debt ceiling suspension. We have until mid- to late-July before the debt 

ceiling would kick in and effect government spending.  
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HISTORIC TAX CREDIT NEWS 
 
Bill Proposes To Make Permanent Conservation Easement Tax Incentives 

• Last week Sens. Max Baucus and Orrin Hatch announced legislation that would make 
permanent the enhanced tax incentives for conservation easements that are scheduled 
to expire at the end of this year. 

• As listeners may know, conservation easements are sometimes used in connection with 
historic preservation projects.  

• The Rural Heritage Conservation Act of 2013, or S. 526, would give taxpayers a 50 
percent deduction of their adjusted gross income or AGI for qualified donations of 
conservation easements, an increase from the previous 30 percent.  

• The deduction for farmers and ranchers would also increase from 50 percent of their AGI 
to 100 percent. 

• If passed, the bill would allow unused deductions to be carried forward for up to 15 
years. 

• Sen. Baucus originally introduced the provision with Sen. Chuck Grassley in 2006. 
• It was then extended three times in  

o the Food Conservation and Energy Act of 2008, 
o the Taxpayer Relief, Unemployment Reauthorization and Job Creation Act of 

2010 
o and the American Taxpayer Relief Act of 2012. 

• The provision is set to expire at the end of 2013.  
• You can find the bill at www.historictaxcredits.com.  

 
State Historic Credits Boost Leverage of Federal Resources 

• A report published by the Office of the Chief Financial Officer of the District of Columbia 
analyzed how a state historic rehabilitation tax credit program affects leveraging of 
resources through the federal credit. 

• The report found that states offering their own historic credit program generally leverage 
between $15 million and $35 million more in federal resources than those without one. 

• Researchers also examined what program design elements are most important in 
successfully leveraging federal credits. 

• The report found that the percent of certified expenditures as a subsidy provided the 
largest and most consistent correlation with increased historic tax credit certified 
expenditures.  

o A 10 percent increase in credit percentage accounts for additional certified 
expenditures between $34 million and $78 million, according to the study. 

• Other program design factors that are likely to influence a program’s leveraging success 
include: 

o the ease with which a developer can monetize credits by claiming them or 
transferring them, 

o geographic limitations, 
o use restrictions, 
o and per project caps. 

• A copy of the report can be found at www.dc.gov.  
 
 
 

http://www.historictaxcredits.com/
http://www.dc.gov/
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Ohio Historic Preservation Tax Credit Application Round Open 
• The application period for Round 10 of the Ohio Historic Preservation Tax Credit 

program is now open.  
• The Ohio Historic Preservation Tax Credit Program provides a 25 percent tax credit for 

the rehabilitation expenses to owners and lessees of historically significant buildings.  
• The program is competitive and receives applications bi-annually in March and 

September.  
• A total of $30 million in tax credit allocation is available for Round 10 applicants. 
• Over the nine funding rounds to date, tax credits have been approved for 157 projects to 

rehabilitate 229 historic buildings in 34 different communities.  
• It should be noted that all applicants are required to schedule pre-application meetings 

with both the Ohio Development Services Agency and the Ohio Historic Preservation 
Office before submitting an application.  

• Applications for Round 10 must be received by the Office of Redevelopment by 5 p.m. 
on April.  

• It’s anticipated that approved applications will be announced on or before June 30.  
• The application form can be downloaded from www.development.ohio.gov.   

  

http://www.development.ohio.gov/
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
EITF Instructs Staff to Draft Updated Low-Income Housing Tax Credit GAAP Guidance 

• At a meeting last week, the Financial Accounting Standards Board Emerging Issues 
Task Force considered how entities should account for limited partnership investments 
in low-income housing tax credit projects.  

• By a majority vote, the group agreed to expose for comment a change that would allow 
effective yield accounting for LIHTC investments when a guarantee is not provided when 
certain criteria are met. 

• This move is a welcome development because allowing the expanded use of effective 
yield accounting would expand the pool of potential LIHTC investors.  

• At its meeting last week, the group agreed to move ahead with a proposal to allow an 
entity to elect to account for a LIHTC investment using the effective yield method if 
certain conditions are met. 

• Next, EITF staff will create and publish an exposure draft for public comment.  
o Based on discussion at the meeting, the draft will center on the effective yield 

method.  
o EITF staff may also prepare examples comparing the effective yield and straight-

line method of expensing the investment balance within the income tax expense 
line.  

• After public comment is gathered, the EITF will likely hold another meeting to discuss 
that feedback and consider additional modifications to the proposal.  

• In the best-case scenario, the earliest the LIHTC industry might expect a final rule is this 
fall. 

• If you are interested in joining the group of industry stakeholders who are working on this 
accounting change, please contact Ron Diner, executive director at Raymond James 
Tax Credit Funds, who initiated and leads the group.   

• You can read more about the meeting on my blog at novogradac.wordpress.com.  
• Links to related materials and background information can be found online at 

www.novoco.com by clicking on the Hot Topics button and then the Tax Credit 
Accounting link.  

 
ABA Real Estate Legislation Simplification 

• Now let’s turn to a topic I mentioned in last week’s podcast. 
• The American Bar Association’s Section on Taxation March 11 sent Congress 

suggestions for tax reform in real estate. 
• The 47-page document provides options for tax reform that would simplify the tax code 

and make it easier to administer.  
• The document includes a number of suggestions for real estate tax reform. 
• Several of the suggestions relate to the Low-Income Housing Tax Credit program and 

the historic tax credit program.  
• First, I’d like to discuss the group’s five suggested changes for the low-income housing 

tax credit.  
o The group suggests that Treasury set applicable percentages of 9 and 4 percent, 

respectively, for new properties built with 9 percent and 4 percent tax credits.  
 This would provide certainty in determining the tax credit amounts and 

would prevent separate percentages from applying to multi-building 
properties.  

http://www.novoco.com/
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o Next, the Section on Taxation suggested adjusting the compliance period to 10 
years beginning with the first taxable year of the credit period.  

o They would then also extend the extended use period to 20 years after the close 
of the compliance period. 
 The group says that the change would match the credit period to the 

compliance period and eliminate issues that can arise involving the 2/3 
accelerated credit recapture. 

o The next suggestion concerns multi-building developments and the 20-50 and 
60-40 set-aside tests.  
 At present, each building is considered individually.  
 The ABA Section on Taxation would like that rule changed so that multi-

building properties qualify for credits if the entire development meets its 
elected test. 

 The group says that the change would simplify the multiple building set-
aside test. 

o The next suggestion tackled mixed-income scattered site low-income housing tax 
credit developments.  
 At present, a scattered site development only counts as a single 

development if all of the units are rent restricted.  
 The group would like to see mixed-income buildings that, except for their 

proximity to each other, would qualify as a single development be allowed 
to count as a single development. 

o Finally, the Section on Taxation suggests that casualty losses should not result in 
a loss of tax credits if the loss is restored by reconstruction or replacement within 
six months of the loss occurring regardless of the tax year the loss occurred.  
 I would like to see this suggestion also include suggestions on how to 

continue claiming the credits rather than just avoiding recapture. 
• The document also suggests three changes for the historic tax credit program.  

o It suggests Congress should codify the 9th Circuit Court’s position from Sacks v. 
Commissioner, so that it can be used as precedent in transactions; 

o It recommends a program change that would make it easier for condo 
developments to use the credit; 

o And, it recommends that language on master leases and pass-through structures 
be incorporated into the code.  

• The document offers a total of 30 tax reform suggestions, including several that apply to 
passive activity losses and credits and tenant income.  

• The ABA Section on Taxation notes in its letter that the suggestions are from the 
Taxation Section, not the ABA, so they should not be construed as representing the 
American Bar Association’s position on any of the issues.  

• If you’d like to read the document, you can find it on the Affordable Housing Resource 
Center website at www.taxcredithousing.com.  

 
 

http://www.taxcredithousing.com/

