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Michael J. Novogradac, CPA, updates listeners about recent and upcoming Congressional 

debates and votes, discusses bonus depreciation legislation introduced in the Senate and 

provides a heads up about a hearing on tax reform planned for next week. He then discusses 

favorable guidance from the IRS regarding power purchase agreements, the Section 1603 cash 

grant program, interesting points from the GOP’s budget proposal and highlights from a recent 

global energy investment report. The low-income housing tax credit section includes information 

about a letter circulated last week by Sens. Cantwell and Snowe that seeks support for S. 1989, 

the California Tax Credit Allocation Committee’s geographic apportionments and a follow up 

about post-RDA guidance issued by the California Department of Finance. In new markets tax 

credit news, listeners can hear about state NMTC legislation introduced in Ohio.    

 

Summaries of each topic:  
1. General News (2:33 – 8:10) Pages 2-3 

2. Renewable Energy Tax Credits (8:11 – 14:53) Pages 4-5  

3. Low-Income Housing Tax Credits (14:54 – 19:53) Page 6-7 

4. New Markets Tax Credits (19:54 – 20:59)  Pages 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 
 
Congressional Schedule  

• Congress returned to Washington, D.C. this week after a two-week district and state 
work period. 

• In the Senate yesterday, the Buffet rule was brought up for a vote and it did not pass the 
Senate.  

• Later this week, a similar vote is expected in the House for the 20 percent income 
exclusion bill for small businesses in calculating their federal income tax. That bill is 
expected to pass the House, but it is not expected to pass the Senate. 

• April 17, the House Ways & Means Committee is holding another hearing on tax reform. 
• April 19, the House’s Science, Space and Technology Committee’s subcommittee on 

investigations and oversight is going to hold a hearing titled “Impact of Tax Policies on 
the Commercial Application of Renewable Energy Technology.” 

• Next week, on April 25, Senate Finance Committee will hold a hearing entitled, “Tax 
Reform: What It Means for State and Local Tax and Fiscal Policy.” 

• On April 26, there will be a tax extenders hearing. 
• We expect only members of Congress to speak at this point. 
• House Republicans expected to have a series of listening sessions on tax reform. 

 
Depreciation Bonus Extension Introduced in Senate 

• Late last month, Sen. Debbie Stabenow has introduced a bipartisan bill that would 
extend the 100 percent bonus depreciation provision that expired at the end of 2011.  

• S. 2240 is a companion measure to legislation introduced in the House by Rep. Pat 
Tiberi earlier last month.  

• Congressman Tiberi’s bill, H.R. 4196, has gained considerable bipartisan support and 
currently has 34 co-sponsors. 

 
Pew Reports on States’ Evaluation of Tax Credits.  

• Research by the Pew Center on the States concludes that 13 states are doing a good 
job of evaluating state tax incentives.  

• As listeners know, states use a range of tax incentives to encourage businesses to 
locate, hire, expand, and invest within their borders.  

• The Pew Center reports that every state has at least one tax incentive program, and 
most have at least several.  

• Pew reviewed nearly 600 documents and interviewed more than 175 government 
officials and experts to examine how—and how well—states gauge the effectiveness of 
their tax incentives, if they do so at all.  

o Researchers found that often, states that have conducted rigorous evaluations of 
some incentives virtually ignore others or assess them infrequently.  

o Other states regularly examine these investments, but not thoroughly enough.  
• The report cites some states as leaders because of the scope of their assessments.  

o These states have reviewed all major tax incentives and have taken steps to 
integrate the results into policy and budget deliberations.  

o Oregon, for example, is noted for giving its incentives expiration dates, or 
sunsets, which force lawmakers to examine them periodically.  
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o Pew reports that Arizona, Iowa, and Washington also are trying to ensure their 
evaluations become part of the policy-making process.  

• The report recognizes other states for the quality of their analysis.  
o For example, in Connecticut, a study of the Job Creation Tax Credit provided 

evidence that the investment had benefited the state.  
o And in Wisconsin, Pew says policy makers scaled back the state’s film tax credit 

after an evaluation found it to be ineffective.  
• In addition to the 13 states the report says are doing well, 12 states have mixed results.  

o Pew says the other 25 states, along with Washington, D.C., are trailing behind.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
IRS Issues Favorable Private Letter Ruling Regarding PPAs  

• Power purchase agreements, or PPAs, are excluded from the purchase price allocation 
on wind transactions, according to recent guidance from the Internal Revenue Service.  

• On April 6, the IRS issued Private Letter Ruling 201214007.  
• Previously, the risk has been whether a portion of the purchase price should be allocable 

to the PPA, which is an intangible asset not eligible for the investment tax credit or 
Section 1603 cash grant. 

• While it’s important to note that the ruling was directed to the taxpayer who requested it 
and may not be used or cited as precedent, the guidance provided in the ruling was 
welcomed by the renewable energy community.  

• The positions taken by the IRS in the ruling have significance to solar and wind 
transactions in situations where electricity is sold under a Power Purchase Agreement.   

• These transactions may include outright project purchases, project purchases via the 
sale leaseback structure, midstream purchases and other PPA arrangements.  

• If you would like more information about this ruling and what it could mean for your 
project, I encourage you to contact my partner Stephen Tracy in our San Francisco 
office, or my partner Tony Grappone in our Boston office.  

• A copy of PLR 201214007 can be found online at www.energytaxcredits.com.  
 
Combined application sample  

• Last week the Treasury Department posted a sample Combined Application for the 
Section 1603 cash grant exchange program.  

o The application can be used to apply for a Section 1603 grant for energy property 
on which construction began in 2009, 2010, or 2011.  

o Submitting a Combined Application is an alternative option to submitting a Begun 
Construction application and later updating it to a Placed in Service application.  

o A copy of the sample combined application has been posted online at 
www.energytaxcredits.com.  

• If you have questions about applying for the Section 1603 cash grant, Novogradac & 
Company’s renewable energy team has the answers. Give us a call at 415-356-8000.  

• You can also learn more about the latest developments in renewable energy by 
attending the Financing Renewable Energy Conference on May 3rd and 4th in San 
Francisco.   

• More information about the conference is available at www.novoco.com/events.  
 
House GOP Budget Report  

• Regular listeners may recall from previous podcasts that last month the House approved 
the budget resolution proposed by Budget Committee Chairman Paul Ryan and House 
Republicans.  

• This week I have a quick follow up on that proposal. 
• A report published to accompany that budget proposal includes an interesting discussion 

related to renewable energy.  
• While the budget committees will determine the exact policies that will be used to align 

with the spending levels in the resolution, the report offers a series of options as 
illustrations of the kinds of proposals that could help meet the budget’s fiscal guidelines. 
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• In the section about discretionary spending, the report suggests two options of note:  
1. Reducing Administrative Costs at DOE, and  
2. Scaling Back Corporate Subsidies in the Energy Industry.  

• Regarding the second option, the report notes that the House GOP budget resolution 
recommends paring back spending in areas of duplication and non-core functions, such 
as “development projects best left to the private sector.”  

• Specifically, the report says that renewable projects have received substantial subsidies 
and asserts that on a dollar-per-unit of- production basis, the level of subsidies received 
by the wind and solar industries were almost 100 times greater than those for 
conventional energy.  

• The report says quote, “The budget aims to roll back such federal intervention and 
corporate welfare spending across energy sectors.”  

• In addition, in the Mandatory Spending category, the report suggests rescinding 
unobligated balances in DOE’s Green Subsidies and Loan Portfolio.  

• To support this suggestion the report resurrects the specter of infamous renewable 
energy loan guarantee recipient Solyndra.  

• If these statements and positions are any indication, this year’s budget process promises 
to be a bumpy ride.  

• So stay tuned.  
 
Pew Reports Global Clean Energy Investment a Record $263 Billion in 2011 

• In research released last week, the Pew Charitable Trust reported that global clean 
energy finance and investment grew to $263 billion in 2011.  

o This is a 6.5 percent increase over the previous year, according to Pew.  
• The report is called “Who’s Winning the Clean Energy Race?” and it examines how 

nations are faring in the competition for private investment among the world’s leading 
economies.  

o The report says that, among G-20 nations, the United States reclaimed the top 
spot from China, which led the global clean energy race since 2009.  

o Germany, Italy, the United Kingdom, and India were also among the nations that 
most successfully attracted private investments last year.  

• The research indicates that in the United States, which attracted $48 billion last year, 
investors took advantage of the country’s stimulus programs before they expired at the 
end of 2011.  

• The boost was also credited in part to the production tax credit, which is slated to expire 
in December.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Cantwell/Snowe Dear Colleague Letter 

• Last week Senators Cantwell and Snowe circulated a Dear Colleague letter seeking 
support for S. 1989.   

• As regular listeners may recall, S. 1989 would prevent a significant reduction in the 
amount of investor equity that that can be used to build affordable housing by making 
permanent  a temporary  provision  enacted  in 2008  that establishes  a minimum  tax  
credit  rate  for  the  Low-Income  Housing  Tax  Credit program while establishing a 
minimum credit for existing buildings. 

• The letter warns that in the next few weeks, affordable housing developers will have to 
begin assuming reduction in the amount of investor equity they will be able to access to 
build affordable housing.  

• That reduction is estimated to be approximately 18 percent.  
• The letter goes on to note that when combined with budget cuts at the local, state and 

federal level, this further cut in resources for affordable housing will make it even more 
difficult to build and preserve affordable  housing.  

• In their letter Senators Cantwell and Snowe note the more than 350 national, state, and 
local  organizations in all 50 states that strongly support S. 1989.   

• A copy of the letter can be found on the legislation page at www.taxcredithousing.com.  
• Supporters of the low-income housing tax credit are encouraged to take any 

opportunities they may have to follow up with their senators and their staffs by sending 
an email with the letter attached and ask them to cosponsor S. 1989.   

 
Geographic Apportionment in California  

• Last week the California Tax Credit Allocation Committee announced it will hold forums 
throughout the state to discuss updating the geographic regional apportionments, 
effective in 2013.  

• On August 30, 2011, the committee’s staff published a memorandum and supporting 
documents proposing to update the underlying data and corresponding percentages of 
the competitive nine percent geographic apportionments.  

• The committee is currently in the process of gathering and compiling data to update the 
current system, as well as considering alternate factors and methodologies. 

• To gather additional input from low-income housing tax credit stakeholders, the 
committee will hold forums to meet with those that are interested in discussing an update 
to the geographic apportionment.  

• These meetings are expected to present a forum in which TCAC staff will provide an 
overview of the existing system, potentially discussing alternative systems.   

• The sessions will be interactive, with stakeholders encouraged to present their 
comments on the current system as well as propose alternatives. 

• Because of the size of its population, as much as 12 percent of all low-income housing 
tax credits in the country are allocated in California.  

• Which means that the result of these forums could be significant for those working in the 
state, as well as those developing affordable housing elsewhere.  
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Department of Finance Document 
• As I mentioned last week, California’s affordable housing community is very concerned 

about a frequently asked questions document that the state’s department of finance 
issued on March 29.  

• In that document, the department of finance established a very narrow view of an 
“enforceable obligation” for RDAs and their successor agencies. 

• The department said that it will not consider any money committed after AB X1 26’s 
passage date of June 28, 2011 to be an enforceable obligation.  

• In response to that document, the California Housing Consortium has sent a white paper 
to Governor Jerry Brown detailing its concerns about how the Department of Finance’s 
stance will adversely affect the Low and Moderate Income Housing Fund.  

• In an accompanying letter, the CHC said that the Department of Finance’s 
representations are inaccurate and raise legal questions about valid loan agreements 
and related contracts.  

• You can read the white paper and the accompanying letter online at the Affordable 
Housing Resource Center.  

• If you have questions about the department of finance’s document and what it could 
mean for your property, I encourage you to contact my colleague Jim Kroger at 415-356-
8000 or at jim.kroger@novoco.com. He has been monitoring the RDA situation closely 
and can help you with any questions that you may have.  
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NEW MARKETS TAX CREDIT NEWS 
 
Legislation Aims to Expand Ohio’s NMTC 

• Last week state Sens. Bill Beagle and Charleta Tavares introduced legislation that would 
expand Ohio’s New Market Tax Credit Program. 

• The Dayton Business Journal reports that the bill calls for increasing the cap on the New 
Markets Tax Credit to $50 million from the current $10 million. 

• Sens. Beagle and Tavares say boosting the cap will spur an additional $500 million in 
investment activity. 

• Ohio’s New Market Tax Credit Program was launched in 2009. 
• The Journal reports that in 2011, the Dayton region received $2.1 million in tax credits 

through the New Market Fund on at least $5.1 million in projects in Montgomery County.  
• At the time of this recording, the bill was awaiting its first hearing in the Senate.  
• To learn more about state new markets tax credit programs, I invite you to contact my 

partner Annette Stevenson in Novogradac & Company’s Cleveland, Ohio office.  
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