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In this week’s Tax Credit podcast, Michael J. Novogradac, CPA, discusses new legislation that 

would increase tax credits for areas recently affected by natural disasters, and he updates 

listeners about Ways and Means tax reform hearings and the House of Representatives’ 

passage of a fiscal year 2015 budget. In new markets tax credit news, he shares legislation 

from Kentucky that has doubled the amount of credit available through the state’s new markets 

tax credit program. In low-income housing tax credit news, he discusses the reorganization of 

the U.S. Department of Housing and Urban Development’s Office of Multifamily Housing and a 

report on low-income housing tax credit housing in Nevada. In historic tax credit news, he 

shares information about legislation that would make it easier for large, multiphase projects to 

claim the Maine historic tax credit. In renewable energy tax credit news, he comments on 

ongoing issues surrounding the sequestration cuts to the Section 1603, Grants for Specified 

Energy Property in Lieu of Tax Credits. 

 
 
Summaries of each topic:  

1. General News (2:08 – 7:58) Pages 2-3 

2. New Markets Tax Credits (8:00 – 9:14) Page 4 

3. Low-Income Housing Tax Credits (9:15 – 13:12) Pages 5-6 

4. Historic Tax Credits (13:13 – 14:31) Page 7 

5. Renewable Energy Tax Credits (14:32 – 16:50) 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 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 NEWS 
 

Senators Propose Tax Relief and Recovery Provisions for Disaster Areas  
• In general news, I begin with a bill that would increase tax credits to areas recently 

affected by natural disasters.  
• The bill is similar to legislation that has previously been proposed for Hurricane Sandy 

disaster relief.  
• But, the version introduced last week has been expanded to provide tax relief to areas 

declared federal disaster areas in 2012 or 2013.  
• The measure includes key provisions related to the low-income housing tax credit, new 

markets tax credit and historic rehabilitation tax credit.  
o The act includes an increase in low-income housing tax credit allocation for each 

state that includes any portion of a qualifying disaster area.  
 The amount of each state’s increase is proposed as the greater of the 

amount of $8 multiplied by the state’s disaster-area population or 50 
percent of the state housing credit ceiling for 2013. 

o The package would also provide an annual increase of $500 million per year 
through 2016 in new markets tax credit allocations for community development 
entities serving in disaster areas declared in 2012 or 2013. 
 It is important to note, this bill doesn’t include an extension of the new 

markets tax credit, only an emergency supplemental allocation. 
o The National Disaster Tax Relief Act also includes an increase in historic 

rehabilitation credits from 10 percent to 13 percent for buildings in affected 
disaster zones, and from 20 to 26 percent for historic buildings in those zones. 

• As many listeners will recall, similar tax credit provisions have been included in previous 
disaster relief packages. 

o These include the Gulf Opportunity (GO) Zone Act of 2005 and the Midwestern 
Tax Relief Act of 2008.  

• The bill’s original co-sponsors are Senators Gillibrand, Mark Udall, Bennet, Menendez, 
Booker and Rockefeller.  

• Sen. Michael Bennet of Colorado released a statement about the bill’s introduction, 
noting it would help the victims of several natural disasters in his state, including a 
September 2013 flood, 2013's Black Forest Fire and 2012's Waldo Canyon and High 
Park wildfires. 

• And Sen. Udall said, quote  
o "Colorado has endured hell and high water over the past two years … The 

National Disaster Tax Relief Act ensures we provide the same helping hand to 
Coloradans that Congress has extended to Americans in the wake of other major 
disasters." End quote. 

• In addition to the low-income housing, new markets and historic tax credit provisions, the 
bill would also: 

o allow businesses to create natural disaster funds with pretax dollars; 
o provide 50 percent bonus depreciation for capital purchases on commercial or 

residential rental properties in disaster areas; and, 
o allow states to issue tax-exempt Disaster Recovery Bonds. 

• A copy of the National Disaster Tax Relief Act of 2014 can be found online at 
www.novoco.com.   

http://www.novoco.com/
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• In addition, we are in the process of calculating how much additional LIHTC authority 
could be provided under the bill’s provisions and how many affordable rental housing 
units that could allow to be built. 

o I’ll post the information on my blog when it becomes available.  
o You can follow my blog online at novogradac.wordpress.com.  

 
Ways and Means Committee Tax Reform 

• In other news, I have an update on Rep. Dave Camp’s tax reform hearings. 
• As expected, the April 8 hearings did not cover any of the tax credits or programs that 

we talk about on Tax Credit Tuesday. 
• In fact, the only tax credit really discussed at the hearing was the research and 

development tax credit. 
• A witness from the American Farm Bureau Federation did include in his written 

testimony a list of expired tax provisions that the group supports. 
o These included the renewable energy production tax credit, community and 

distributed wind investment tax credit, research and development tax credit and 
bonus depreciation.   

• Now speaking of bonus depreciation, Bloomberg reported on Friday that Chairman 
Camp said that he is open to considering bonus depreciation that allows for accelerated 
expensing. 

• He is also open to considering an extension of the New Markets Tax Credit program.  
• He reportedly told Bloomberg that just because a tax extender was not included in the 

tax reform draft did not mean it was off the table.  
• He specifically mentioned the possibility of considering and extending the new markets 

tax credit. 
• Although I’d prefer to see extensions of the programs actually in a tax reform draft, 

hearing that Camp isn’t opposed to the programs is a step in the right direction. 
• I’ll keep you updated on the any changes to the reform bill and additional hearings in 

future podcasts, on Twitter and via breaking news alerts. 

Ryan FY 2015 Budget 
• And finally, I have an update on another story from last week. 
• On Thursday, the House approved House Budget Committee Chairman Paul Ryan’s 

fiscal year 2015 budget. 
• The budget passed with a vote of 219 to 205. 
• The vote was pretty much split along party lines with only Republicans voting for the bill. 
• And some Republicans voting against the bill. 
• Actually, 10 Republicans voted against the bill, along with all the Democrats. 
• As I said last week, Congress set the fiscal year 2015 budget back in December as part 

of the Bipartisan Budget Act. 
• So, Congress does not need to pass a new budget to keep the government operating. 
• If there are any more meaningful developments on this budget bill, I’ll tell you about them 

in future podcasts. 
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NEW MARKETS TAX CREDIT NEWS 
 

Kentucky Bill Doubles NMTC, Expands HTC 
• In new markets tax credit news, I’d like to discuss a new law in Kentucky that increases 

the state new markets tax credit and changes some of the state historic preservation tax 
credit rules.    

• The Kentucky new markets tax credit was previously capped at $5 million annually. 
o This bill has set the new cap at $10 million. 

• In addition, the bill makes a number of changes to the state’s historic preservation tax 
credit. 

o For taxable years beginning on or after Jan. 1, 2014, a taxpayer rehabilitating a 
historic structure is allowed a credit against the taxes imposed if: 
 The amount of qualified rehabilitation expenses exceeds $15 million; 
 And, if substantial rehabilitation begins prior to July 1, 2015, among other 

things. 
 Along with a number of other rules. 

• The historic tax credit is spread over a four-year period. 
o And up to 25 percent of the total approved credit can be claimed each year. 

• Furthermore, the credit only applies to the first $30 million of the qualified rehabilitation 
expenses; and 

o The credit is refundable and transferable. 
• The law was signed into law by Gov. Steve Beshear on April 10.  
• To learn more about H.B. 445 and to read the bill go to www.newmarketscredits.com. 

  

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

Congress Approves HUD Multifamily Transformation 
• To start off today’s low-income housing tax credit segment, I have some news from the 

Department of Housing and Urban Development, or HUD. 
• Last year, as you heard here on Tax Credit Tuesday, HUD announced that its Office of 

Multifamily Housing Programs would overhaul its operating model by 2016. 
• To begin the overhaul, HUD needed congressional approval of four initiatives.  
• On April 1, Congress endorsed the majority of the plan.  
• Here’s what’s being implemented so far. 
• First, when employees have heavy workloads, they will be able to send some of their 

work to colleagues across the country. 
o The goal is to alleviate pressure on staff and to reduce backlogs for customers. 

• Second, applications will be sorted based on complexity and risk. 
o Complex transactions will be handled by more experienced underwriters. 

• Third, HUD will restructure multifamily headquarters and field locations. 
o Headquarters will consist of four main offices: 

1. The Office of Asset Management and Portfolio Oversight, 
2. The Office of Multifamily Production, 
3. The Office of Recapitalization, and  
4. The Office of Field Operations. 

o At the field level, the current 17 hubs will be merged into five hubs and five 
satellite locations. 

• In addition to the three approved changes, HUD also requested permission to create 
specialized roles in asset management. 

• The idea was for senior managers to focus on high-risk assets. 
• Congress did not approve this part of the plan. 
• So, for now, asset management employees will not relocate to other offices. 
• Those not in asset management, however, will be assigned to locations as needed. 
• HUD Secretary Shaun Donovan issued a letter saying that his team will continue 

working with Congress to get approval for the full original proposal. 
• In the meantime, HUD will begin to implement the other approved plans. 
• HUD will start by setting up its first new hub and satellite office: Fort Worth and Kansas 

City. 
• Then, it will start the headquarters changes. 
• To learn more about the initiatives, please contact my partner David Conway in our 

Dover, Ohio office at 330-365-5400. 
 

Report: Nevada’s Low-Income Households Severely Rent Burdened 
• In state-level news, the Nevada Housing Division released the results of its 2013 

multifamily housing survey. 
• The survey used information from property managers to evaluate the effectiveness of 

the federal low-income housing tax credit program in Nevada. 
• It found that Nevada has allocated $81 million in low-income housing tax credits since 

1987. 
• This helped create 11,000 units of multifamily housing. 
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• It also found that Nevada has a larger amount of low-income housing tax credit units per 
capita than the national average. 

• And, more than 300 new low-income housing tax credit units were completed in 2013. 
• Although the state’s affordable housing stock continues to expand, many of its residents 

struggle with housing costs. 
o Those most heavily burdened are extremely low-income renters who earn 30 

percent or less of the area median income. 
• The survey found that 72 percent of Nevada’s extremely low-income households spend 

more than half of their income on housing. 
• If you’d like to read the report, you can go to www.taxcredithousing.com. 
• There, you’ll find a copy of “Taking Stock: Nevada’s 2013 Affordable Apartment Survey.” 
• You’ll also find other recent reports on the state of affordable housing.  
• If you’d like to learn more about state housing tax credit programs, please contact my 

partner Jon Krabbenschmidt in our San Francisco office. 
• You can reach Jon at 415-356-8000. 

 
  

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

Maine Senate Passes State HTC Clarification Bill 
• In other news, the Maine state Senate and House have passed a bill that would clarify 

provisions of the state historic preservation tax credit. 
• Maine offers a 25 percent state credit to any project that qualifies for the 20 percent 

federal historic tax credit. 
• The bill that passed the Senate is intended to make it easier for large, multiphase 

projects to use the credits. 
• It might also be legislation that other states should consider. 
• But, back to Maine. 
• The legislation would allow developers to claim the credit for qualified expenditures even 

if only part of a certified historic structure or complex is currently being renovated. 
• A project placed in service over multiple years would qualify for up to $5 million in credits 

for the portion that is placed in service for each taxable year.  
• The clarification should encourage developers to take on larger projects. 
• And because they would be able to develop projects in phases and finance the phases. 
• And with each project being eligible for the historic tax credit, each phase would be more 

financially feasible. 
• The bill has been sent to the governor for his signature. 
• You can find a copy of Legislative Document 1661, also known as Senate Paper 655, at 

www.historictaxcredits.com.  
  

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

Sequestration’s Effect on Section 1603 Grants 
• In today’s renewable energy tax credit section, I’d like to discuss something that I 

covered in my blog last Friday: 
o  the effect that sequestration will have on Section 1603 renewable energy grants. 

• The Section 1603 program allowed renewable energy developers to choose to receive 
cash grants in lieu of the investment tax credit. 

• The idea was that the grants could be used to counter the decrease in tax credit appetite 
caused by the financial crisis. 

• The grants helped developers fill funding gaps in projects. 
• Yet, in 2011, Congress also passed the Budget Control Act. 
• This created the across-the-board spending cuts known as sequestration. 
• Recently, the Office of Management and Budget released a report estimating the results 

of these cuts. 
• According to that report, without the sequestration cuts, Treasury would issue almost 

$1.7 billion in grants in fiscal year 2015. 
• With the sequestration cuts in place, that will be reduced by $124 million. 
• This loss of over 7 percent may not seem like much, but the grants were obviously a key 

component in financing the renewable energy projects.  
• Without the full amount of grant funding, some of these projects may not be financially 

viable.  
• To avoid these negative consequences, renewable energy groups, such as the Solar 

Energy Industry Association, have asked Congress to delay or modify the sequestration 
cuts.  

• We haven’t seen much action on this yet, but I would encourage you to contact your 
representatives about this issue.  

• And, if you have a project that is being affected by the sequestration cuts, please contact 
my partner Stephen Tracy in our San Francisco office.  

• He can be reached at 415-356-8000. 
• Or, better yet, plan to catch up with him at our Financing Renewable Energy Conference 

in San Francisco.  
• You can join Stephen and more than 200 industry colleagues on April 24 and 25. 
• We’ll be discussing the latest industry financing trends and innovative ways to bring your 

renewable energy projects online.  
• You can register online at www.novoco.com/events.  

 

http://www.novoco.com/events

