
Summary: April 23, 2013 
 

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

representatives have sent House Speaker John Boehner a letter urging Hurricane Sandy relief, 

as well as an updated Simpson-Bowles deficit plan and a Ways and Means Committee hearing 

on residential real estate and tax reform. In renewable energy tax credit news, he alerts 

listeners to long-awaited Internal Revenue Service guidance on when projects have “begun 

construction” for investment tax credit and production tax credit purposes, and alerts listeners to 

the reintroduction of the Security in Energy and Manufacturing Act (SEAM) Act and the Make It 

in America: Create Clean Energy Manufacturing Jobs in America Act. In low-income housing tax 

credit (LIHTC) news, he discusses the Financial Accounting Standards Board Emerging Issues 

Task Force proposed changes to LIHTC-related GAAP rules and Standard & Poor’s proposed 

changes to how it rates multifamily housing bonds. In new markets tax credit news, he 

discusses the Senate approval of a bill reauthorizing the Missouri NMTC program. In historic tax 

credit (HTC) news, he discusses a Wisconsin bill that would quadruple the amount of HTCs to 

qualified projects.  

 

 

 

Summaries of each topic:  
1. General News (2:36 – 7:00) Pages 2-3 

2. Renewable Energy Tax Credits (7:01 – 11:49) Pages 4-5 

3. Low-Income Housing Tax Credits (11:50 – 17:10) Pages 6-7 

4. New Markets Tax Credits (17:11 – 19:20) Page 8 

5. Historic Tax Credits (19:21 – 20:36) Page 9  

 

 
 
 
 
 
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. 
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GENERAL NEWS 

 
Lawmakers Urge Support for Hurricane Sandy Relief  

• Last week, a group of 32 U.S. representatives from states affected by Hurricane Sandy, 
states such as New York, New Jersey, Connecticut and Rhode Island sent House 
Speaker John Boehner a letter urging support for bipartisan tax relief legislation that 
would aid Hurricane Sandy victims. 

• The group was led by Rep. Bill Pascrell Jr. who introduced the bill in question last year 
during the 112th Congress. 

• The Hurricane Sandy Tax Relief Act of 2012 proposed, among other things, to allow 
additional allocation of low-income housing tax credit to states damaged by Hurricane 
Sandy. 

o The applicable limitation for additional LIHTCs would have been temporarily 
increased to the greater of $8 multiplied by the population of the affected area or 
50 percent of the state housing credit ceiling for 2013. 

o In addition, Hurricane Sandy disaster areas would have been treated as difficult 
development areas for LIHTC properties placed in service from 2013 to 2015. 

• The bill also proposed a temporary, additional $250 million in new markets tax credit 
allocation authority for investments in areas affected by Hurricane Sandy. 

• The bill was referred to the House Committee on Ways and Means in December but 
when Congress adjourned without acting on it.  

• The text of the bill and a copy of last week’s letter are available at www.novoco.com.  
 
Bowles, Simpson Deficit Reduction Proposal Updated  

• Turning to tax reform, last week, Erskine Bowles and Alan Simpson, co-chairs of the 
Moment of Truth Project, released details about plan to reduce the deficit.  

• The plan is called “A Bipartisan Path Forward to Securing America's Future,” and it 
fleshes out the framework they released in February, which built on the negotiations 
between Speaker Boehner and President Obama in December.  

• Of most interest to listeners, the plan proposes eliminating all tax-expenditures and then 
adding some back in.  

• Their plan does not specifically name the low-income housing tax credit, new markets 
tax credit, historic tax credit or renewable energy tax credits.   

• A copy of their proposal can be found online at www.novoco.com by clicking on Hot 
Topics and following the links to Tax Reform information.  

 
Camp Announces Hearing on Tax Reform and Residential Real Estate 

• In related news, Ways and Means Committee Chairman Dave Camp will hold an 
important hearing related to tax reform this week.  

• As part of the committee’s continued work on comprehensive tax reform the hearing will 
focus on federal tax provisions that affect residential real estate.  

• On Thursday, April 25 the committee is expected to hear from witnesses about a number 
of different federal tax provisions directly affect residential real estate and the housing 
sector.   

• The mortgage interest deduction will be a primary focus, as will the deduction for state 
and local real property taxes 

http://www.novoco.com/
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• The statement announcing the hearing also noted that other significant housing-related 
tax provisions the low-income housing tax credit and numerous other provisions. 

• A briefing yesterday (Monday, April 22) from the Joint Committee on Taxation also has a 
section on the low-income housing tax credit as well as the historic tax credit. 

• In his statement announcing the hearing Chairman Camp said,  
o “As we continue to work toward comprehensive tax reform that makes the Code 

simpler and fairer so that more jobs with better pay are created, it is important to 
do a top to bottom review of the Code … Before considering any proposal, the 
Committee must better understand how tax reform might affect the housing 
sector and this hearing is an opportunity to hear directly from both academic 
experts and industry stakeholders.” 

• Tune in again next week when I will share any important developments from the hearing.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
IRS Releases Begun Construction Guidance for PTC, ITC  

• Last week, the IRS in Notice 2013-29 provided guidelines and a safe harbor to 
determine when construction has begun on a qualified facility for purposes of the 
renewable electricity production tax credit and the energy investment tax credit.  

• As listeners will recall, in extending the PTC and ITC, the American Taxpayer Relief Act 
of 2012 made a significant change to eligibility rules.  

• Under the new law, facilities are now eligible for the PTC or the 30 percent ITC, provided 
the facility begins construction not later than Dec. 31, 2013. 

• Formerly, the test had been whether the facility was placed in service by that date (or 
even earlier, in the case of wind). 

• Since the extension was enacted the renewable energy community has been looking 
forward to this guidance to provide clarity about what it means to “begin construction” for 
the purposes of the new law. 

• In Notice 2013-29, the IRS provides two methods that a taxpayer may use to establish 
that construction of a qualified facility has begun:  

o starting physical work of a significant nature before Jan. 1, 2014, and/or  
o meeting a safe harbor before Jan. 1, 2014.  

• Detailed requirements for both methods are described in the notice.  
• The rules are similar to the rules the Treasury Department implementing for the Section 

1603 cash grant program, but there are some key differences, so it’s important to read 
the notice carefully.  

• Questions about Notice 2013-29 can be directed to Stephen Tracy, CPA, at 415-356-
8000 or Tony Grappone, CPA, at 617-330-1920. 

• We will be discussing this important guidance at the Novogradac Financing Renewable 
Energy Conference this week in San Francisco.  

• The basics class is today and the conference begins tomorrow. 
 
Bill Introduced to Renew Advanced Energy Manufacturing Tax Credit Program  

• Rep. Kyrsten Sinema this month proposed H.R. 1424, the Security in Energy and 
Manufacturing Act or SEAM Act.  

• H.R. 1424 would extend the Advanced Energy Manufacturing Tax Credit program, also 
referred to as the 48C program. 

o The program provides a 30 percent investment tax credit to companies that are 
building, expanding or retrofitting renewable energy manufacturing facilities.  

o In announcing the bill, Rep. Sinema said the SEAM Act would help rebuild the 
domestic manufacturing industry. 

• If enacted, H.R.1424 would establish a program to consider and award certifications for 
qualified investments eligible for credits. 

o The total amount of credits that would be allocated under the extended program 
would be capped at $5 billion.  

• To be eligible for the tax credit, manufacturers would be required to produce: 
o Solar, wind and geothermal energy equipment; 
o Fuel cells; 
o Microturbines and batteries; 
o Electric cars; 
o Electric grids; 
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o Energy conservation technologies; or 
o Equipment that captures and sequesters carbon dioxide or reduces greenhouse 

gas emissions. 
• Under the bill, applicants would have two years from the date the program is established 

to submit applications. 
• H.R. 1424 was referred to the Ways and Means Committee.  

 
Legislation Would Require 85 Percent Domestic Content for Facilities to be Eligible for 
PTC, ITC  

• Rep. John Garamendi, D-Calif., last week introduced H.R. 1524, the Make It in America: 
Create Clean Energy Manufacturing Jobs in America Act.  

• H.R. 1524 would require that, within three years of the bill’s enactment, 85 percent of a 
renewable energy facility must be manufactured in the United States in order to be 
eligible for renewable energy production or investment tax credits.  

• H.R. 1524 would create a transitional rule for facilities placed in service before Jan. 1, 
2015.  

o If a facility was originally placed in service during 2013, a 50 percent minimum 
would be enforced.  

o For facilities placed in service during 2014, H.R. 1524 would require 60 percent 
of the facility be manufactured in the United States in order to be eligible for tax 
credits.  

• Congressman Garamendi introduced a similar bill, H.R. 487, in February 2011.  
o That bill, however, proposed a domestic content requirement of 100 percent. 

• In announcing the bill, Congressman Garamendi said the goal of H.R. 1524 is to make 
using American-made products a priority for energy producers.  

• H.R. 1524 was referred to the Committee on Oversight and Government Reform and to 
the Ways and Means Committee. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Changes Proposed to Low-Income Housing Tax Credit GAAP Rules 

• Last week the Financial Accounting Standards Board Emerging Issues Task Force 
(EITF) released an exposure draft of proposed amendments that would modify the 
conditions that an entity would be required to meet to elect to use the effective yield 
method for qualified low-income housing tax credit investments.  

• That is the method by which they report book, or GAAP, generally accepted accounting 
principles, income. 

• The proposed amendments would also allow the entity to use both cash flows from the 
LIHTCs and other tax benefits for the calculation of the investor’s projected yield 

• The rules would also require recurring disclosures about investments in qualified 
affordable housing developments.  

• In the exposure draft, the EITF says that the Task Force believes that the proposed 
amendments would enable more entities to qualify to elect the effective yield method to 
account for investments in qualified affordable housing investments, which provides a 
presentation of the investment’s performance net of taxes.  

o This provision allows you to report the losses and the credits in the same area of 
your income statement, namely in the tax provision, and avoid having to have an 
above the line loss and a below the line income amount that is inside the tax 
account. 

• In addition, the proposed amendments would help financial statement users understand 
the nature of qualified affordable housing investments and their effect on the financial 
position and results of operations of the reporting entity. 

• The proposal also provides that there would be recurring disclosures in affordable 
housing developments that would also be required. 

• The affordable housing community is excited about this proposed change because 
allowing the expanded use of effective yield accounting would expand the pool of 
potential LIHTC investors. 

• In addition to describing the proposed changes, the exposure draft asks for responses to 
10 questions related to the proposal.  

• Of particular note to listeners are questions 4 and 5.  
o Question 4 asks, if other types of investments made primarily for the purpose of 

receiving tax credits meet the conditions in the proposed rule, and  
 And I know that many listeners would say yes, as would I, 

o Question 5 ask if the guidance in this proposed update should extend the 
effective yield method of accounting to other types of investments for which the 
economic benefits are realized primarily as a result of tax credits and other tax 
benefits.  
 And I know that many of our listeners would also say yes to this, as would 

I.  
• The EITF will accept comments on the proposed rule until June 17.  
• A copy of the exposure draft can be found online at www.novoco.com by clicking on Hot 

Topics and choosing the Tax Credit Accounting link.   
• If you are interested in joining the group of industry stakeholders who are working on this 

accounting change, please contact my partner Bentley Stanton, CPA, at (678)867-2333 
or bentley.stanton@novoco.com.   

http://www.novoco.com/
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• You can also contact Bentley if you have questions about this proposal, or about the 
effective yield method itself. 

 
Proposed Changes to Rating Criteria for Affordable Multifamily Housing Bonds  

• Standard & Poor's Ratings Services (S&P) is currently accepting comments regarding 
proposed changes to the criteria it uses to rate affordable multifamily housing bond 
transactions. 

o These changes would cover bonds supported by unenhanced affordable housing 
projects, federally subsidized projects, privatized military housing projects and 
bonds backed by multifamily loan pools. 

• One proposed change would be to adopt a single framework for evaluating stand-alone 
transactions and multifamily loan pools. 

• In order to calibrate affordable multifamily housing ratings to the commercial mortgage-
backed securities (CMBS) criteria, the proposed changes use the CMBS criteria's default 
and recovery rate assumptions for multifamily loans, and adopt the same approach used 
by the CMBS criteria to derive a transaction's credit enhancement levels. 

o The proposed criteria would provide a framework for scoring and weighting 
qualitative factors.  

o Examples of these factors include: 
 Owner/sponsor experience; 
 Management; 
 Strategy; 
 Asset quality; 
 Economic fundamentals; 
 Government support; 
 Construction risk,  
 Capital structure and more 

• The proposed criteria would also combine the CMBS real estate analysis with the 
municipal enterprise framework for assessing enterprise and financial risk. 

• S&P encourages all interested to submit written comments to 
CriteriaComments@standardandpoors.com by June 1. 

o S&P will also present a webcast on the topic Tuesday, April 30 at 1 p.m. EST.  
 The webcast will discuss the proposed criteria, impact on outstanding 

ratings and specific questions for which S&P is seeking responses. 
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NEW MARKETS TAX CREDIT NEWS 
 
Allocations Not Announced Yet 

• At the time of this recording, there was still no word about the timing of the 
announcement of the tenth round of new markets tax credit allocation authority. 

• But as soon as Novogradac & Company knows more, I will provide updates via Twitter 
and we will share any official news through our Industry Alert email service.  

• So stay tuned.  
• In the meantime, we have some good news at the state level in Missouri.  

 
Missouri State Senate Approves NMTC Reauthorization Bill 

• Last week the Missouri State Senate passed a bill that would reauthorize the Missouri 
state new markets tax credit for six years. 

• Sponsored by Sens. Scott Rupp and Ron Richard, Senate Bill 112 would increase the 
credit to 58 percent of qualified equity investments from 39 percent.  

• The bill would also reduce the annual fiscal year state NMTC cap from $25 million to $15 
million. 

• If enacted, the legislation would allow the tax credits to be transferred but not sold on the 
open market. 

• The bill would increase the amount of capital that community development entities are 
required to invest in Missouri Qualified Businesses to 150 percent, up from 85 percent. 

• It would also create a New Markets Performance Guarantee Fund.  
o A CDE seeking new markets tax credits would pay one-half percent of its 

investment amount as a deposit into the fund.  
o The deposit will be refunded if the CDE invests 85 percent of the purchase price 

of investment in qualified low-income community investments in Missouri within 
12 months. 

• S.B. 112 would prohibit a CDE from making certain distributions to its equity holders or 
making cash payments on long-term debt securities until the investment meets certain 
requirements and the CDE receives approval from the Department of Economic 
Development. 

• The bill now moves to the House for consideration. 
• You can find the text of the bill at www.newmarketscredits.com. 

  

http://www.newmarketscredits.com/
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HISTORIC TAX CREDIT NEWS 
 
Wisconsin Bill Proposes to Quadruple State HTC 

• Wisconsin legislators introduced a bipartisan bill earlier this month that they say would 
encourage reinvestment in Wisconsin’s main streets and downtown districts. 

• Senate Bill 132 proposes increasing the state historic preservation tax credit from 5 
percent to 20 percent of qualified rehabilitation expenditures, essentially matching the 
federal credit. 

• The credit applies to owners whose qualified rehabilitation expenditures are at least 
$50,000 for properties placed in service between Dec. 31, 2012 and January 1, 2023. 

• If passed, the bill will decouple the state and federal historic tax credit programs, 
allowing building owners to apply for only the state credit if they want. 

• This is an important change for owners because it would free them from federal adjusted 
cost basis requirements. 

• The legislation also proposes a 5 percent state tax credit for pre-1936, non-historic 
buildings. 

• Rep. Chad Weininger, a Republican from Green Bay, was among the bill’s initial 
supporters.  

• The bill has since been referred to the Committee on Workforce Development, Forestry, 
Mining and Revenue for review. 

• You can find the text of Senate Bill 132 at www.historictaxcredits.com. 
 
 

http://www.historictaxcredits.com/

