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

raised about tax reform in the wake of recent scandals at the Internal Revenue Service, a 

Senate Finance Committee paper that details tax reform options and a House Ways and Means 

Committee hearing on small business tax reform. In historic tax credit news, he tells listeners 

about a National Park Service report commemorating the 35th anniversary of the historic tax 

credit program, the recently enacted Alabama historic tax credit program and the possible 

reestablishment of the Rhode Island historic tax credit. In low-income housing tax credits, he 

reports on a Center for Housing Policy report that found that the low-income housing tax credit 

promotes the interests and wellbeing of children. In new markets tax credit news, he discusses 

Louisiana state tax credits that avoided the chopping block. 

 

 

Summaries of each topic:  
1. General News (2:09 – 10:59) Pages 2-4 

2. Historic Tax Credits (11:00 – 15:40) Pages 5-6 

3. Low-Income Housing Tax Credits (15:41 – 18:08) Page 7 

4. New Markets Tax Credits (18:09 – 20:00) 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 
 
New Doubts Raised About Likelihood of Tax Reform  

• As most listeners most certainly noticed, the spotlight last week was primarily focused on 
developments involving the Internal Revenue Service.  

• There was some speculation last week that this issue will shift attention away from tax 
reform. 

• And in fact, the House Ways and Means Committee’s second tax reform working group 
meeting, which had been scheduled for Friday, May 17, was postponed.  

• Politico quotes Ways and Means Select Revenue Measures Subcommittee Chair Pat 
Tiberi as saying the current focus on the IRS quote, “takes away from the oxygen of tax 
reform.” 

• That said, Politico also reported that the Ways and Means and Senate Finance 
committees are moving forward with tax reform business as usual.  

• That’s been our own experience in interacting with the Senate Finance Committee and 
the House Ways and Means Committee. 

• In fact, Senate Finance Chair Max Baucus told Politico the situation was quote “all the 
more reason we need tax reform.”  

• On balance, it is difficult to say right now whether or not the current focus on the IRS is 
going to make it more or less difficult for tax reform to pass.  

• I would suggest that perhaps the most significant issue will be whether efforts to 
investigate the IRS builds or weakens the trust that House Ways and Means Chair Dave 
Camp and House Republicans have with Senate Finance Chair Max Baucus and Senate 
Democrats. 

• If this IRS investigation weakens the trust between House Republicans and Senate 
Democrats, then the chances of tax reform fall. 

• Conversely, if this builds trust between the two groups, significantly between Senate 
Finance Chair Max Baucus and House Ways and Means Chair Dave Camp, the 
chances of tax reform rise significantly.  

 
Senate Finance Committee Considers Options for LIHTC, NMTC and HTC Reform   

• In related news, the Senate Finance Committee released a set of options for reforming 
economic and community development provisions in the tax code, including options 
related to the low-income housing tax credit, new markets tax credit and historic tax 
credit. 

o The document is the sixth in a series of Senate Finance Committee papers 
detailing tax reform options. 

o The list is drawn from tax-reform hearing witnesses, bipartisan commissions, tax 
policy experts and members of Congress. 

• The Senate Finance Committee notes on its website that the options listed are not 
necessarily endorsed by either the chairman or ranking members.  

• The options are about as expansive as you could imagine.  
• They generally range from the extremes of expand, reform, or retain to straight repeal.  

o The specific options listed in the paper regarding the LIHTC include: 
 repealing the LIHTC program, 
 replacing the program with an equivalent tax reduction on rental income,  
 reforming or expanding the program, and 
 creating a non-refundable tax credit for low-income renters. 
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o The paper cites a report presented by the President’s Economic Recovery 
Advisory Board in 2010 as the source of the proposal to consider repealing the 
low-income housing tax credit.  

o The report noted that some experts suggest that other federal aid such housing 
vouchers would assist low-income households at a lower cost than the LIHTC 
program.  

o To that end, I remind our listeners that Novogradac and Company 
released a report that discusses the efficiency of the low-income housing 
tax credit and does a good job of showing how it is an efficient program. 

o You can find that report online at www.taxcredithousing.com. 
o When discussing replacing the LIHTC with an equivalent tax reduction on rental 

income, the options paper cites testimony by Mark Calabria before the U.S. 
House Committee on Ways and Means. 
 In that testimony, he asserted that swapping the LIHTC for a reduction in 

tax on rental income would shift the benefit away from developers to 
property owners. 

 I don’t think he’s got that quite right, but more about that on a future date. 
o In terms of reforming and expanding the LIHTC program, the options paper 

provides several options, taken from the Presidents proposed budget as well as 
proposed legislation and two industry publications.  
 Those options include:  

• Allowing states to convert private activity bond volume cap into 
LIHTCs to then be allocated by  the state; 

• Adjust and freeze the LIHTC tax credit percentage; and 
• Eliminating provisions that allow for enhanced credits in certain 

geographic areas.  
o The paper also discusses creating a non-refundable tax credit for property 

owners who provide reduced rents to low-income renters  
o This could replace the LIHTC program. 

• Moving on to the historic tax credit, the options paper provides information on repealing 
and reforming the program. 

o The paper cites Sen. Tom Coburn’s 2011 “Back in Black” as a source of the 
suggestion to eliminate the program. 

o The options for reforming the program are taken from the Creating American 
Prosperity through Preservation (CAPP) Act.  

• The paper also discusses the options to repeal, extend and modify the new markets tax 
credit. 

o Options for expanding and modifying the program include: 
 Indexing the credit for inflation and allowing it to offset alternative 

minimum tax liability;  
 Prohibiting any project benefiting from the new markets tax credits from 

receiving other federal tax benefits, federal grants or federal loans;  
 Prohibiting new markets tax credits from being claimed by entities that 

received Troubled Asset Relief program funding; and 
 Prohibiting new markets tax credits from being used to support certain 

projects, such as fast food restaurants 
o The paper again cites Sen. Coburn’s “Back in Black” paper as the source of the 

recommendation to eliminate the NMTC program. 
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• As you can see, the committee was presented with a wide range of options regarding 
the future of these tax credits when it met to discuss them last week.  

• And while all three of these programs have generally received bipartisan support in the 
past, it’s important to be mindful of the fact that the proposal to repeal each was included 
in that range of options.  

 
Hearing on Held on Small Business Tax Reform Discussion Draft 

• Tax reform discussions also continued to progress in the House last week, where the 
Ways and Means Subcommittee on Select Revenue Measures held a hearing on the 
small business tax reform discussion draft released that was released on March 12.  

• The hearing focused on testimony relating to the basic architecture of the draft proposals 
including,  

o the implications of the changes to the cash accounting rules,  
o the questions that must be answered in designing a workable unified pass-

through regime,  
o and the real-world ramifications of the incremental proposals to modify the rules 

governing S corporations and partnerships.  
• Some of these proposals could also affect tax credit investment.  
• In some ways, this is about the overall architecture and you would think it wouldn’t have 

that much direct impact on tax credit investments. 
• But, I’ll give you an example.  

o There have been suggestions that the allocation of depreciation expense should 
be allocated different than the allocation of tax credits in certain situations. 

o If so, investors who go into an investment expecting to get tax credits and 
depreciation expense might find that they are only allocated tax credits and as 
such the value of the investment would decline.  

• If enacted, such a provision could have an adverse impact on equity pricing for low-
income housing tax credits.   
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HISTORIC TAX CREDIT NEWS 
 
Report Highlights 35 Years of Historic Tax Credit’s Accomplishments  

• To commemorate the historic tax credit’s 35th anniversary, the National Park Service 
released a report highlighting the program’s accomplishments and economic benefits. 

• The report was released. 
• The historic tax credit was created by the National Park Service as a result of the Tax 

Reform Act of 1976. 
o The first project was certified under the program in 1977.  

• The report says that during its lifetime, the historic tax credit has created an estimated 
2.4 million jobs and $66 billion in private investment. 

• In fiscal year 2012 alone, the program created an estimated 57,800 jobs and put $3.5 
billion into local economies. 

• The historic tax credit program has led to the rehabilitation more than 238,000 housing 
units and has contributed to the creation of more than 221,000 new housing units. 

o Of these new or rehabbed housing units, 124,000 are affordable housing.   
• In addition, about two-thirds of the developments that use the historic tax credit are 

located in neighborhoods earning at or below 80 percent of area median family income. 
• In addition to citing statistics about the historic tax credit and its growth over the years, 

the report also highlights noteworthy historic tax credit developments.  
o For example, the American Brewery in Baltimore, Maryland was originally built in 

1877 for the J.F. Wiessner & Sons Brewing Co.  
 In 2008, the building underwent a $25 million redevelopment that involved 

federal and state historic tax credits. 
 The property was converted into offices, which resulted in the relocation 

of 250 employees into the Broadway East neighborhood and created an 
additional 40 jobs filled by local residents.  

• A copy of the report can be downloaded from www.historictaxcredits.com.   
 
Alabama Historic Tax Credit Legislation Passes 

• In state level news, on May 9, Alabama’s legislature approved the creation of a historic 
tax credit.   

• Regular listeners may recall that in February, Republican Speaker Pro Tempore Victor 
Gaston introduced H.B. 140 to create a state income tax credit for the rehabilitation, 
preservation or development of historic structures. 

• With the passage of this legislation, Alabama joins the more than 30 states have state 
level historic tax credits 

• Under the new law, the Alabama historic tax credit will be equal to 25 percent of qualified 
rehabilitation expenditures for certified historic structures and 10 percent for pre-1936 
nonhistoric structures. 

• An annual cap has been set at $20 million. 
• Project awards will be capped at $5 million for a historic structure and at $50,000 for a 

residential structure. 
• The law requires program rules to be in place by Sept. 1, 2013 and applications will be 

accepted on Oct. 1, 2013. 
• Successful applicants could begin claiming state historic tax credits in 2014. 

http://www.historictaxcredits.com/
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• If you have questions about the new Alabama historic tax credit, or the tax credit in your 
state,  

• I encourage you to call my partner Tom Boccia in our Cleveland, Ohio office.  
 
Rhode Island State HTC 

• Moving north east, let’s turn to Rhode Island, which may have a chance to reestablish its 
state historic rehabilitation tax credit. 

• Rhode Island’s original 30 percent state credit was enacted in 2002. 
• The program leveraged more than $500 million in private investments between 2002 and 

2006. 
• But, because of state budgetary, lawmakers suspended the credit in 2008, effectively 

ending the program. 
• Current legislation proposes to restart the program, but with a smaller credit and more 

specific guidelines. 
• If passed, House Bill 6060 would create a 20 percent state historic rehabilitation tax 

credit with a sunset scheduled for June 2023. 
• The credit could be increased to 25 percent for projects that reserve a certain amount of 

space for trade or business.  
• The bill sets a program cap of $30 million annually and a per-project cap of $5 million. 
• The credit would be  

o transferable,  
o refundable for nonprofits  
o and may be carried forward for up to 10 years. 

• The proposed tax credit would also have more guidelines geared toward economic 
development than the original program. 

• It’ll be interesting to see if this bill specifically targeting economic development gains 
more support in the assembly than its predecessor. 

• The bill remains in committee and was recommended for further study. 
• The bill’s sponsors say they expect it to move forward this year, either as a stand-alone 

bill or as part of the state budget. 
• Regular listeners may recall other recent attempts to restart Rhode Island’s historic tax 

credit program. 
• The governor’s state budget for the upcoming fiscal year included an article that would 

allow abandoned credits to be allocated to new tax credit projects, also known as 
“replacement projects.” 

• State lawmakers are expected to approve a final budget next month, in time for the fiscal 
year to begin July 1. 

• I’ll keep you updated on Rhode Island’s historic tax credit news in future podcasts. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Report Finds Housing Tax Credits Promote Interests of Children 

• The Center for Housing Policy released a report last week on state housing policies that 
promote the interests and wellbeing of children, including the low-income housing tax 
credit. 

• Not surprisingly, the report found that affordable housing promotes residential and 
financial stability for children and their families. 

• The authors also note that affordable housing gives families a chance to live in 
neighborhoods with better schools and growth opportunities. 

• The report outlines six main recommendations of how states could best use the federal 
low-income housing tax credit to benefit families with children: 

1. Incentivize housing for families with children through a set-aside or by 
encouraging development of larger units with more bedrooms. 

2. Promote project-based vouchers in low-income housing tax credit properties. 
3. Preserve existing affordable housing, especially when located near good 

schools. 
4. Encourage healthy homes standards and improve conditions of older 

developments. 
5. Stimulate developments in good school districts and areas with good job access. 
6. Push for family support services like day cares, computer centers and job training 

programs. 
• The report also recommends greater advocacy to help states understand the benefits of 

tax-exempt bonds for affordable housing.  
• The authors say said that increasing use of the 4 percent credit is a way to “expand the 

pie” of federal resources available for affordable rental housing. 
• Other key resources mentioned in the report were 

1. HOME, 
2. the Community Development Block Grant program 
3. and the Section 8 program. 

• Regular listeners will remember from last week’s podcast that the Center for Housing 
Policy also released a report earlier this month recommending a temporary increase in 
the low-income housing tax credit program cap to increase construction and 
preservation of permanent supportive housing for veterans. 

• These reports are welcome support for the low-income housing tax credit as they 
confirm the importance of the LIHTC in providing quality housing to different segments of 
the population. 

• I encourage you to read more about the report’s findings at www.taxcredithousing.com 
and at www.nhc.org.  

 
  

http://www.taxcredithousing.com/
http://www.nhc.org/
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NEW MARKETS TAX CREDITS NEWS 
 
Several Louisiana State Tax Credits Avoid Budget Cuts 

• We end today’s podcast with one last state-level update, this time from Louisiana where 
several state tax credits, including the state new markets tax credit, narrowly escaped 
millions in budget cuts. 

• Earlier this month, the Louisiana House drafted a state budget plan proposing to remove 
$525 million in one-time revenue from the state’s $24.7 billion budget. 

o The proposal would have decreased funding for 24 corporate state tax credits by 
15 percent or about $91.7 million. 

o If the plan had gone through, it would have cut $1.5 million from the state new 
markets tax credit program and $6 million from the state historic tax credit 
program. 

• Louisiana Gov. Bobby Jindal and a group of industry lobbyists strongly opposed the 
plan. 

o Gov. Jindal criticized the proposal as a job killer and said it would discourage 
investment in Louisiana. 

o The governor told reporters he would veto any part of the plan that would result 
in a tax increase. 

o The state Republican Party and other opponents of the budget proposal asked 
voters to call their state representatives in opposition to the tax credit cuts.  

• House lawmakers took this feedback into consideration and redrafted the budget without 
the 15 percent cut. 

• Gov. Jindal responded to the reversal by saying, and I quote, “I know there are families 
and businesses across Louisiana breathing a collective sigh of relief.” Close quote 

• The revised budget proposal retains changes to several tax breaks like the state film tax 
credit and the Enterprise Zone program. 

• The House eventually passed the new proposal with a vote of 93 to 5 in favor. 
• The bill now moves to the Senate for consideration. 
• This story is certainly encouraging news for tax credit advocates across the country. 
• It shows the importance of being involved in the process and employing the right 

advocacy strategies to protect tax credit programs from proposed budget cuts. 
• I’ll keep you updated on Louisiana’s budget in future podcast episodes. 

 
 


