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

Joint Committee on Taxation Report and its implications for tax credit programs. In new markets 

tax credit news, he discusses the 2012 allocation agreement template and the latest qualified 

equity investment issuance report. In historic tax credit news, he alerts listeners to upcoming 

safe harbor guidance from the Internal Revenue Service. In low-income housing tax credit 

news, he covers the National Housing Council’s Center for Housing Policy’s 2013 Housing 

Landscape report and the search for a new executive director of the Texas Affiliation of 

Affordable Housing Providers. In renewable energy tax credit news, he discusses the U.S. 

Department of the Treasury’s annual report on the Section 1603 program. 

 

 

 

Summaries of each topic:  
1. General News (3:14 – 10:27) Pages 2-3 

2. New Markets Tax Credits (10:28 – 15:03) Pages 4-5 

3. Historic Tax Credits (15:04 – 16:53) Page 6 

4. Low-Income Housing Tax Credits (16:54 – 20:17) Pages 7-8 

5. Renewable Energy Tax Credits (20:18 – 22:03) 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. 
For reprint information, please send an email to cpas@novoco.com.  
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GENERAL NEWS 
 

Joint Committee on Taxation 
• We turn to a Joint committee on taxation report that was released yesterday. 
• This is a report wherein the Joint Committee on Taxation summarizes all the comments 

that the House Ways and Means Tax Reform Working Group received. 
• Comments were due by April 15 and the deadline for the report was May 6. 
• In the area of low-income housing tax credits, new markets tax credits and historic tax 

credits, you can turn to the real estate tax reform working group to see what comments 
they received. 

• With respect to the LIHTC, this report notes that they received comments to: 
o Retain the LIHTC; 
o Make permanent the nine-percent fixed floor credit rate for property not financed 

with tax-exempt bonds; 
o To create and make permanent a four-percent floor credit rate for property that is 

financed with tax-exempt bonds; 
o Increase allocation authority by 50 percent; 
o Amend the LIHTC “student rule” to allow formerly homeless youth who become 

students to stay. 
• All in all these are good recommendations for the low-income housing tax credit 

program.  
• I know a number of our listeners support one or more of those provisions.  
• I will note the only adverse comment I could find in the 568 page summary was a review 

of the president’s economic recovery board’s report from several years ago wherein they 
suggested evaluating whether or not to include the LIHTC in any tax reform proposal.  

o This is part of a report where they summarize prior tax reform advisory board 
comments on tax reform. 

• Turning to the New Markets Tax Credit program, I didn’t see any adverse comments in 
the report.  

o Make the NMTC permanent;  
o Increase credit authority (no specific level mentioned);  
o Index for inflation the annual level of allocations;  
o Allow NMTC to be applied against the AMT; and 
o Do not replace NMTC in whole or part with a grant program. 

• Turning to historic tax credits, the provisions or the comments they received included:  
O Retain the present-law credits with certain modifications including with respect to 

tax-exempt use property;  
O Increase the rehabilitation credit to 30 percent (from 20 percent) for certain 

smaller projects;  
O For the rehabilitation credit, require that the building be first placed in service no 

less than 50 years before the qualified rehabilitation expenditures are taken into 
account (rather than before 1936);  

O Add an energy-efficiency supplement to the credit;  
O Exempt from taxable income the proceeds from the sale, allocation, other 

transfer or refund of a state Historic Tax Credit. 
• These provisions are very similar to those that are in the CAPP Act, an act that the 

Historic Tax Credit Coalition and others are supporting. 
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• Turning to renewable energy, most notably investment tax credits and production tax 
credits. 

O In the production tax credit area, the report summarizes comments that include 
calls for extending or repealing the tax credit; 
 Other comments asked for specific modifications, such as giving biomass 

power the same credit as wind; 
 Allowing private operators of municipally owned utilities to qualify for the 

PTC; 
 Expanding the PTC to cover waste heat, biogas, renewable chemicals 

and other biobased products; 
 On comment called for reducing the PTC and using the revenues to 

create a new renewable power integration credit, which provided 
additional incentives to utilities as their reliance on intermittent power 
sources increases. 

O Turning to investment tax credits, some comments called for extending the credit, 
others called for its repeal. Some comments suggested modifying the credit by  
 Allowing high-efficiency biomass thermo combustion property to qualify; 
 Providing the same credit rate for micro turbines as for other qualifying 

property; 
 Modifying the eligibility requirements for qualified combined heat and 

power property; 
 Adding superconducting transmission lines to the list of qualified property; 
 Adding algae fuel property to the list of qualified property; 
 Removing the limitation on solar heating systems for commercial 

swimming pools; 
 Adding offshore wind property to the list of qualified property; 
 Adding utility scale energy storage property to the list of qualified 

property; and 
 Probably the most significant of all of these, creating a direct pay option. 

• Now that I’ve summarized the key provisions, I invite listeners to send me an email at 
CPAs@novoco.com with additional provisions or comments in the report that they’ve 
identified as relevant. 

• All in all, you’ll notice there aren’t revenue scores and there are a host of items that 
aren’t in there. 

• In some ways, what’s not in there is more telling than what’s in there. 
• I don’t think that there were any real surprises in the comments. 
• There’re no revenue scores makes the document less useful than you might expect. 
• The House Ways and Means Committee has a meeting this week and next week where 

the working groups’ chairs and co-chairs will be presenting the results of their 
committees’ work. 

• I also note that given the time period, each committee will have roughly 10 minutes to 
share their comments. 

• These hearings will not have much opportunity to go into depth on the actual work 
performed by the working groups.  

• With that, we’ll move on toward tax reform efforts as they continue in the house and the 
Senate and we’ll continue to report on those efforts in the general news section of the 
podcast.   

mailto:CPAs@novoco.com
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NEW MARKETS TAX CREDIT NEWS 
 
Allocation Agreement Template Updated 

• Last week the Community Development Financial Institutions Fund released the draft 
2012 allocation agreement template.  

o As most listeners know, the template for the allocation agreement provides 
boilerplate provisions of the terms and conditions that community development 
entities enter into with the CDFI Fund.  

o The exact terms and conditions of each new markets tax credit allocation is set 
forth in the individualized agreements executed by the CDFI Fund and each 
allocatee. 

• The draft document for the 2012 allocation round contains two significant changes from 
the previous draft 

• First, this year’s allocation agreement includes a definition of a non-real estate qualified 
active low-income community business or QALICB and real estate QALICB.  

o These definitions have not previously been included in the allocation agreement.  
o In addition, the definition that is now included in the agreement template is 

different from the definition of a non-real estate QALICB that had appeared in the 
application.  

o The new definition is narrower in a way that might limit some types of 
investments that had previously been considered non-real estate QALICBs.  

• The updated template also features new fee disclosure requirement in Section 6.12.  
o Under the new section allocatees must disclose to the QALICB any and all direct 

and indirect new markets tax credit related transaction costs related to a qualified 
low-income community investment in a separate stand-alone disclosure 
statement.  

o These feeds include legal, accounting and compliance fees and compensation 
that the CDE is assessing the QALICB or otherwise requiring the QALICB to 
incur prior to, during, and at the conclusion of the seven-year new markets tax 
credit term. 

o The CDFI Fund has also provided guidance regarding the disclosure statement 
in the form of an FAQ document.  

• A copy of the 2012 allocation agreement template and the disclosure requirement FAQ 
can be found online at www.newmarketscredits.com.  

• The New Markets Tax Credit Working Group will discuss the changes during its next 
conference call May 14.  

• If you’d like to join the group and be part of the conversation, please contact Cyle 
Reissig at 678-867-2333.  

 
QEI Issuance Update 

• In other new markets tax credit news, the CDFI Fund released a special update to its 
April Qualified Equity Investment Issuance Report on April 25. 

• The updated version reflects the newly announced round 10 award allocations. 
• And on May 2, the CDFI Fund released its May report.  
• The report showed that more than $64.3 million of QEIs were finalized in April. 
• That’s about $6.5 million more than the amount finalized in March and nearly $22.4 

million more than February. 
• So far, 2013 is off to a slow start compared to previous years. 

http://www.newmarketscredits.com/
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o The year-to-date amount finalized for 2013 is about $400 million. 
o That’s nearly $270 million less than the amount finalized this time last year and 

nearly $640 million less than the same time in 2011.  
• One obvious reason for this could be that the new markets tax credit program was just 

extended in January, a year after Congress allowed it to expire. 
• We’ll discuss the year ahead for new markets tax credit investment in greater depth at 

our Novogradac Spring New Markets Tax Credit Conference in Washington D.C., June 6 
and 7.  

• I invite you to join us. 
o You’ll also have the opportunity there to discuss the latest industry news, learn 

more about the NMTC’s tenth allocation round, meet allocates and forge new 
partnerships. 

o Register today at www.novoco.com where you can get the early bird special and 
save $100 until May 14. 

 
 
  

http://www.novoco.com/
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HISTORIC TAX CREDIT NEWS 
 
IRS to Issue Historic Tax Credit Safe Harbor Guidance  

• In the category of very welcome news, representatives of the Internal Revenue Service 
and the Treasury Department have indicated that guidance will be issued soon related to 
a safe harbor for historic tax credit transactions.  

• This guidance is expected to address historic tax credit industry concerns related to the 
Historic Boardwalk Hall LLC v. Commissioner case and related developments.  

• The exact timing of the guidance is unknown, but reports of its creation and 
advancement are expected to reassure the HTC community.  

• As described by Historic Tax Credit Coalition Founder John Leith-Tetrault in this month’s 
Novogradac Journal of Tax Credits, market response to a memo released in March that 
cited the Historic Boardwalk Hall case was swift and severe.  

• He notes that some of the largest historic tax credit investors had paused or suspended 
their investment activity as a result of the memo and that syndicators reported potential 
new investors were wary.  

• I encourage you to read more about the Historic Tax Credit Coalition’s response to this 
development and other challenges facing the historic tax credit by going to 
www.novoco.com/journal.  

• And to receive an alert as soon as the expected guidance is released by the IRS on this 
safe harbor, go to www.novoco.com and sign up to receive our Industry Alert emails.  

 
  

http://www.novoco.com/journal
http://www.novoco.com/
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Report Finds Increase in Severe Housing Cost Burden  

• In affordable housing news, the National Housing Council’s Center for Housing Policy 
released its Housing Landscape report for 2013. 

• The annual report focuses on housing affordability for working households. 
• In this case, working households are those earning less than 120 percent of the area 

median income with members working at least 20 hours per week on average. 
• The report found that more than a quarter of working renter households bear a severe 

housing cost burden, meaning they spend 50 percent or more of their income on 
housing costs. 

• That’s an increase of more than 3 percent since 2008. 
• That same group saw their household incomes fall more than 3 percent and housing 

costs rise 6 percent between 2008 and 2011. 
• The Center for Housing Policy reports that the rates of severe housing costs burden are 

also on the rise across the country. 
• According to the study, since 2008, the rate of severe housing costs burden rose in 24 

states and fell in only one: South Dakota. 
• The five states with the highest share of working households with a severe housing cost 

burden in 2011 were 
1. California 
2. Florida 
3. New Jersey 
4. Hawaii and 
5. New York. 

• In each of these states, between 30 and 34 percent of working households had a severe 
housing cost burden. 

• The report cited great demand and limited supply of rental housing as the main reason 
for high housing costs. 

• The report didn’t make any direct recommendations but in a press release on the report, 
National Housing Council president and CEO Chris Estes voiced support for programs 
like HOME and the low-income housing tax credit. 

• He said increased funding for those programs could help alleviate the housing 
affordability crisis. 

• Regular listeners will note that in last month’s Ways and Means hearing on tax reform 
and residential real estate, the level of demand or need for affordable housing was one 
of the questions posed by Committee Chairman Dave Camp.  

• This study is just the latest that confirms that there is a clear need for more affordable 
rental housing.  

• You can find a full copy of the report at www.taxcredithousing.com.  
 
Texas Housing Group Seeks Executive Director  

• The Texas Affiliation of Affordable Housing Providers (TAAHP) announced last week 
that it is seeking an executive director to lead the organization upon the retirement of the 
current executive director, Jim Brown.  

http://www.taxcredithousing.com/
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• TAAHP is an organization of affordable housing professionals in Texas that represents 
the affordable housing industry and works for laws, policies, regulations and programs 
that support the development of quality affordable housing for Texans. 

• More information about the position can be found online at taahp.org.  
• Or, to learn more, you can also call my partner George Littlejohn in our Austin, Texas 

office.  
• He can be reached at 512.340.0420.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Treasury Updates Section 1603 Annual Report  

• Last week the Treasury Department updated the annual report form used by grantees 
under the Section 1603 cash grant program.  

• Beginning May 13, the online application-reporting system will have a modified annual 
report for awardees to complete.   

• The update includes what the Treasury Department calls clarifying text that has been 
added to several questions.   

• There are three additional questions: 
1. In section 2, all awardees must answer a question about whether the owner of the 

energy property has filed for bankruptcy. 
2. In section 4, all awardees must answer questions about whether the energy property 

has stopped producing and any actions taken to resume production. 
3. In section 1, awardees who have sold the energy property to an eligible purchaser 

must upload the written agreement between the awardee and the eligible purchaser 
to be jointly liable for any recapture. 

• To assist awardees in documenting production, Treasury has posted a list of 
Recommendations for Annual Report Production Documentation. 

• Specifically, the recommendations are designed to assist grantees in completing Section 
4.3 of the annual report.  

• The recommendations do not address all possible scenarios for a complete annual 
report, but Treasury says most applicants should find that reviewing these suggestions 
will minimize requests for additional documentation. 

• For questions about these changes, or about the Section 1603 program in general, 
contact my partner Stephen Tracy in our San Francisco office or my partner Tony 
Grappone in our Boston office.  

  
 
 

 


