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

Ways and Means Committee mark up of several bills that are part of the tax reform package, 

and potential changes to the generally accepted accounting principles for tax credit investments. 

In new markets tax credit news, he shares a report from the Wisconsin Housing and Economic 

Development Authority about how tax credit projects have provided jobs and support to 

emerging businesses, and  discusses a new Mississippi law that requires the state to evaluate 

the effectiveness of its tax incentive programs. In low-income housing tax credit news, he 

addresses the cancelation of a mark up of the Johnson-Crapo bill, as well as reveals the results 

of a Government Accountability Office report on the Rental Assistance Demonstration program. 

In historic tax credit news, he shares good news about an extension of the Mississippi historic 

tax credit program and information about an Iowa bill that would improve the use of the state’s 

historic tax credits. In renewable energy tax credit news, he shares a report about how policy 

mechanisms are affecting renewable energy production in the United States, and an Iowa bill 

that would extend the project completion deadline for the state’s energy generation tax credit. 

 

 
Summaries of each topic:  

1. General News (2:28 – 7:03) Pages 2-3 

2. New Markets Tax Credits (7:04 – 10:40) Page 4 

3. Low-Income Housing Tax Credits (10:41 – 14:07) Pages 5-6 

4. Historic Tax Credits (14:08 – 18:06) Pages 7-8 

5. Renewable Energy Tax Credits (18:07 – 23:16) Pages 9-10 

 
 
 
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, 2014. 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. 

  



Summary: May 6, 2014 
 

GENERAL NEWS 
Ways and Means Hearing 

 In general news, I begin with the results of last Tuesday’s Ways and Means Committee 
mark up of permanent tax policies.  

 The committee meeting is the first of what promises to be many votes to make parts of 
the tax extenders package permanent.  

 The committee did not mark up any bills that include the new markets, low-income 
housing tax credits, historic tax credits or renewable energy tax credits.  

 I note that the committee voted to extend six incentive programs without providing any 
offsets for the “lost” revenue. 

 As we look to future mark-ups, we will closely monitor the potential for a Ways and 
Means vote to make the new markets tax credit and the 9 percent LIHTC percentage 
floor permanent. 

 After the hearing, Ways and Means Committee Chairman Dave Camp called short-term 
tax policy bad for business, economic growth and jobs.  

 He called the policies the first step of comprehensive tax reform that will lower rates and 
make the tax code simpler and fairer. 

 I don’t expect that any of the six tax provisions that the Ways & Means committee voted 
to make permanent will actually become a permanent part of the tax code this year. 

 I should note though that tax extender legislation next week is expected to come to the 
full Senate floor.  

 The bill is the EXPIRE Act of 2014, it’s the tax extender legislation that passed out of 
committee a few weeks ago.  

 Although, while such a bill might pass the Senate  I don’t expect such a bill to become 
law until after the November election.  

 And remember, Chairman Camp isn’t seeking another term, So in less than 8 months, 
the Republican effort for tax reform in the House will be led by someone else. 

 
EITF Priorities Set 

 In other news, I have a rather disappointing development from the Emerging Issues 
Task Force.  

 The Financial Accounting Standards Board or FASB has removed from their agenda, 
which means they will no longer be considering, whether to extend the use of the below 
the line proportional amortization method to renewable energy, new markets or historic 
tax credits.  

 As you may recall, FASB authorized using the proportional amortization method of 
accounting for low-income housing tax credit investments late last year.  

 FASB agreed to let low-income housing tax credit investments be classified as 
investments and not deferred tax assets, and report investment amortization expense 
below the line, within the income tax provision, of the income statement, where tax 
credits are already reported.  

 At that time, the EITF had discussed allowing other types of tax credit investments to 
use that method as well. 

 On December 11, however, the board decided that the change would only apply to low-
income housing tax credits but the board would study the new markets tax credit, 
renewable energy tax credits and historic tax credits to see if the change should also 
apply to those tax credits.  
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 Well, last week we learned that the board voted to remove historic, new markets or tax 
credits from its future agenda. 

 This is disappointing to say the least.  
 We had hoped that the board would approve changes for these tax credits this year.  
 The changes to the low-income housing tax credit will have a positive effect on 

affordable housing investments and I’d like to see the same for the other tax credit 
investments.  

 If you are wondering about next steps, FASB is expect to address accounting for 
government grants in future guidance.   

 Now is the time to organize a group to help advise FASB on that guidance, and make 
every effort to include accounting for government provided tax credits as part of that 
larger guidance project. 

 If you are interested in participating in a leadership role in that effort, please contact my 
partner Bentley Stanton in our Atlanta, Ga. office. 
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NEW MARKETS TAX CREDIT NEWS 
 

Wisconsin Tax Credit Projects Support Developing Businesses 
 In new markets tax credit news, the Wisconsin Housing and Economic Development 

Authority, or WHEDA, just released a new performance report on its tax credit awardees. 
 The report found that tax credit developers in Wisconsin have invested more than $35 

million in emerging businesses between 2011 and 2013. 
o Emerging businesses are small in scale or are economically disadvantaged. 

 WHEDA encourages its tax credit awardees to use emerging businesses for hard 
planning, design and construction costs. 

 It also encourages developers to create local jobs. 
 The report found that one new markets tax credit project, the Marriott Milwaukee Hotel, 

led to an investment of nearly $4 million in emerging business contracts. 
o The development created 42 local jobs. 

 The other 27 deals studied in the report were low-income housing tax credit 
developments. 

 They created 260 local jobs and generated $31.4 million in emerging business contracts. 
 WHEDA said these investments are helping jump start local communities. 
 You can find a copy of the “WHEDA Emerging Business Performance Report” at 

www.wheda.com. 
 For information about new markets tax credit programs in your state, please contact my 

partner Annette Stevenson in our Cleveland, Ohio office at 216-298-9000.  
 
Mississippi to Analyze State-Level Incentives  

 In other new markets tax credit news, I’d like to discuss a recently passed bill in 
Mississippi that requires the state to analyze the effectiveness of state tax incentives.  

o This includes tax incentives, like tax credit programs, exemptions and 
deductions, and economic development programs that utilize the proceeds of 
state general obligation bonds.  

 The University Reach Center will work with a number of state agencies to properly 
evaluate these tax incentives.  

 I’d like to highlight just a few of the criteria that programs will be evaluated on: 
o A baseline assessment of the tax incentive 

 This assessment includes the number of aggregate jobs committed and 
created; 

o The number of taxpayers granted the tax incentive during the previous year, and 
o Estimates of the revenues that were the direct and indirect result of the incentive. 

 Analysis of programs enacted before July 1, 2014, must be completed by Dec. 31, 2015. 
o The programs will be reanalyzed every four years.  

 For incentive programs created after July 1, 2014, the first analysis needs to be 
completed within five years of taking effect.  

o This analysis would then continue no less than once every four years thereafter. 
 To read this House Bill 1365, the Economic Development Programs and Tax Incentives 

Evaluation Act of 2014, go to www.newmarketscredits.com. 
 Also, to learn more about your state’s new markets tax credit program, go to 

www.newmarketscredits.com, click on “Related Programs,” and go to “State NMTC 
Programs.”  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 

S. 1217 Committee Hearing Delayed 
 In low-income housing tax credit news, I begin with an update on the Housing Finance 

Reform and Taxpayer Protection Act of 2014. 
 The bill was scheduled to be discussed during the Committee on Banking, Housing and 

Urban Affairs’ executive session on April 29. 
o However, Senate Banking Committee Chair Tim Johnson and Ranking Member 

Mike Crapo announced a delay in the Committee’s scheduled markup of the bill.  
 The decision to delay the hearing of the bill was made to give Committee members time 

to work out additional issues.  
  Sen. Johnson said in a press release that the delay would be used to build more 

support for the bill.  
o Sens. Johnson and Crapo are working to get a large majority of Committee 

members to vote for the bill. 
 This could help persuade Senate Majority Leader Harry Reid to bring the 

bill to the Senate floor later this year. 
 Sens. Johnson and Crapo said the Committee would recess the markup indefinitely. 
 The primary goal of S. 1217 is to wind down and eliminate the Fannie Mae and Freddie 

Mac programs. 
o A Federal Mortgage Insurance Corporation would be established in their place.   

 It is not currently known when the markup will resume.  
 To learn more about S. 1217, I encourage you to contact Peter Lawrence, Director of 

Public Policy & Government Affairs at Novogradac & Company LLP.  
 To read a copy of S. 1217, go to www.taxcredithousing.com.   

 
GAO Report: RAD Preserves Affordable Housing 

 In other low-income housing tax credit news, the Government Accountability Office, or 
GAO, released a new report on the Rental Assistance Demonstration, or RAD, program. 

o RAD is administered by the Department of Housing and Urban Development. 
o Among other things, it allows expiring tenant-based vouchers to convert into 

project-based vouchers. 
o Essentially, it preserves the affordability of housing units. 

 The report found that, as of March 2014, HUD had approved project-based voucher 
funding for more than 8,000 units. 

o Of these, about 6,700 units had their rental assistance converted to project-
based vouchers through RAD. 

 RAD conversions have not had a major effect on the percentage of project-based 
vouchers to total vouchers. 

o The percentage of project-based vouchers compared to all vouchers increased 
from about 3.5 percent to 3.8 percent because of RAD. 

 GAO also said that conversions will not affect voucher program costs. 
 That’s because HUD uses the same budget calculations for project-based vouchers as 

tenant-protection vouchers. 
 The report is timely because in the next few years, rental assistance contracts will expire 

for about 38,000 affordable housing units. 
 A copy of the report titled, “HUD Rental Assistance Demonstration: Information on Initial 

Conversions to Project-Based Vouchers,” can be found at www.hudresourcecenter.com.  
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 To learn more about the RAD program, please contact my partner David Conway in our 
Dover, Ohio office at 330-365-5400. 
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HISTORIC TAX CREDIT NEWS 
 

Mississippi HTC Extended 
 In historic tax credit news, I have some good news out of Mississippi. 
 The governor has signed an extension of the state’s historic tax credit.  
 As I mentioned in a couple of previous podcasts, the Mississippi historic tax credit was 

set to expire at the end of this year.  
 A bill was introduced to extend the credit, but it died in committee.  
 When that happened, the only way for the credit to be available after December 31 was 

for someone to attach an extension to an existing unrelated bill. 
 This unlikely event occurred after historic preservation advocated petitioned lawmakers 

and the lieutenant governor to allow an extension to be added to an existing bill. 
 Well, that bill easily passed the state Legislature. 
 The governor signed it on April 24. 
 And now the tax credit program has been extended until December 31, 2017. 
 This tax credit extension is a great example of the importance of advocating for tax 

credits. 
 My understanding is that unrelated provisions are almost never added to bills in 

Mississippi.  
 And, news reports from when the original bill died in March indicated that it was highly 

unlikely that the tax credit would be extended in this legislative session.  
 Yet, historic preservation advocates issued reports on the effectiveness of the credit and 

rallied representatives to the cause.  
 The result of their hard work was a three-year extension of the credit. 
 I’d like to congratulate everyone involved in the extension effort.  
 And, if you’d like to learn more about the extension effort, please check out the March 

25th and April 22nd episodes of the Tax Credit Tuesday podcast.  
 You can find them online at www.novoco.com/podcast. 
 And for additional assistance, please reach out to Michael Kressig in our St. Louis, Mo. 

office.  
 
Iowa Bill Amends State HTC Program 

 In other historic tax credit news, I’d like to discuss a new bill out of Iowa that fine tunes 
the state’s historic preservation tax credit. 

o The credit is a 25 percent credit for eligible commercial properties, owner-
occupied residential properties and barns. 
 The credit is capped at $45 million per year.  

 Now, the goal of the proposed legislation is to improve the ability of the Department of 
Cultural Affairs, or DCA, to distribute the tax credits. 

 To achieve this, the bill would do three primary things: 
o One, it would eliminate the current lottery-based reservation system. 

 The new application process would allow the DCA to allocate tax credits 
to projects that are shovel-ready and have their financing stack in order.  

o Two, the bill would transition the program from a three-year reservation system to 
a “use when you’re ready” system.  
 To date, DCA has awarded tax credit reservations earlier in the 

development process. 
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 Under the new bill, it wouldn’t award credit reservations to a development 
until it was ready to begin construction.  

 This should minimize the number of credits that get awarded, but 
are never used, according to the DCA.  

 Finally, the bill would improve the predictability of the review process for the applicants.  
o DCA would require applicants to do more planning before the state makes a 

financial commitment to the project. 
o This would include pre-application meetings between DCA and the developer to 

discuss the scope of the project and identify the building’s key historical features.  
 If passed into law, the bill would become effective on July 1, 2014.  
 At the time of this recording, the bill had passed both the House and the Senate and was 

waiting for the governor’s signature.  
 To learn more about House File 2453, go to www.historictaxcredits.com.   
 For more questions about state historic tax credits, reach out to Tom Boccia in our 

Cleveland, Ohio office.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 

Report on Renewable Energy Financing Mechanisms and Policy  
 In renewable energy tax credit news, I’d like to discuss a white paper that was released 

recently by the U.S. Partnership for Renewable Energy Finance. 
 The report discusses the policy mechanisms that affect renewable energy projects in the 

U.S.  
 It then analyzes the effect that these policies have had on private sector investment.  
 The report says that the U.S. has implemented a number of policies that have attracted 

a significant amount of private capital to the renewable energy industry. 
 It backs up this claim by saying: 

o More than $300 billion was invested in the U.S. renewable energy sector from 
2004 to 2013,  
 With $36 billion being invested in 2013.  

 Strong policy has driven investment and industry growth. 
o As a result, the production costs have decreased dramatically. 

 Wind and solar photovoltaic have reduced their respective equipment 
costs by more than 40 percent and 80 percent over the past four years, 
according to the white paper. 

 This has led to an increase in job creation. 
o For instance, the solar industry experienced a nearly 20 percent growth in 

employment from 2012 to 2013.   
 This is 10 times the national average.  

 The report also discusses how public policy has affected the production tax credit and 
the investment tax credit. 

 It said that the deployment and innovation in the wind industry has allowed for a 90 
percent reduction in the cost of wind power since 1980. 

o This is largely due to the production tax credit, it said.  
o Furthermore, in the last four years, wind energy costs have decreased by more 

than 40 percent. 
 This was largely due to stable policy and technological advancements. 

 While strong policy has helped the renewable energy sector grow, recent questions 
regarding the status of the production tax credit have hampered industry growth.  

o For example, the late extension of the production tax credit in 2012 contributed to 
a 92 percent reduction in new wind installations.  

o Furthermore, with the production tax credit expiring, new installations are 
expected to fall to 2.5 gigawatts in 2016.  
 This is an anticipated 6 gigawatt drop in production from 2015 projections.  

 On the investment tax credit side, the multi-year extension of the residential and 
commercial solar investment tax credit has helped solar installations grow by 
more than 3,000 percent since 2006.  

 The U.S. installed more than 4,700 megawatts of solar PV in 2013. 
o This is up more than 40 percent from 2012. 
o It is nearly 15 times the amount installed in 2008.  

 The recent change regarding the commence construction language is expected to 
provide more certainty and flexibility to utility-scale solar, according to the white paper.  
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 The Solar Energy Industries Association predicts that a change in the language to reflect 
commence construction would yield an additional 4,000 megawatts of electric generation 
capacity in 2017 and 2018.  

 Finally, the white paper discusses how this policy uncertainty has allowed the market to 
adapt and use new financial models to finance renewable energy development. 

o These new financial structures include YieldCos, Green Bonds, Securitization 
financing and master limited partnerships, or MLPs. 

 To learn more about these new financial models and to read the report, titled, 
“Renewable Energy Finance, Market & Policy Overview,” go to www.uspref.org.  

 And if you have any specific questions about renewable energy development, I 
encourage you to contact my partner Tony Grappone in our Boston office.  

 
Iowa House Passes Wind Bill 

 I’ll close today’s episode with a state-level update from Iowa. 
 The Iowa House has passed a bill that would extend the project completion deadline for 

the state energy generation tax credit. 
 The bill extends the completion deadline from Jan. 1, 2015 to Jan. 1, 2017. 

o This should enable more projects to qualify for the credit. 
 Another provision extends a 10-year operational tax credit for these projects through the 

end of 2026. 
 The bill applies to wind energy projects and other renewables awarded Iowa state 

production tax credits. 
 The House passed Senate File 2343 with a vote of 91 to 4 in favor last month. 
 And at the time of this recording, the bill had been sent to the governor for approval. 
 You can find a copy of the legislation at www.energytaxcredits.com. 

 

 


