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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, in new markets tax 

credit news, discusses non-real estate investment guidance from the Internal Revenue Service 

and encourages people to send their comments on the new markets tax credit to 

TaxReform.gov. In historic tax credit news, he explains a bill introduced to expand and increase 

the historic tax credit and a Texas historic tax credit bill that has been sent to the governor, as 

well as a report on the benefit of the historic tax credit in Montana. In low-income tax credit 

news, he alerts listeners to the IRS’s suspension of certain requirements in Oklahoma and to a 

new tool to evaluate syndicators. In renewable energy tax credit news, he covers the recently 

introduced Storage Technology for Renewable and Green Energy Act, which would create a 30 

percent tax credit for technologies that store energy from renewable sources for use during off-

peak hours.  

 

 

Summaries of each topic:  
1. New Markets Tax Credits (2:36 – 6:36) Pages 2-3 

2. Historic Tax Credits (6:37 – 11:52) Pages 4-5 

3. Low-Income Housing Tax Credits (11:53 – 14:44) Page 6 

4. Renewable Energy Tax Credits (14:45 – 16:34) Page 7 

 
 
 
 
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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NEW MARKETS TAX CREDIT NEWS 
 
IRS Issues Guidance on Non-Real Estate Investments 

• Last week the CDFI Fund released guidance last week about small business 
reinvestment requirements under the New Markets Tax Credit program. 

o As many listeners may know, most new markets tax credit investments to date 
have been made in real estate projects. 

o This is because real estate projects stay in low-income communities and the 
seven-year loan term fits better with real estate loans. 

• To address the need for more balance, stakeholders and the IRS have worked to make 
non-real estate investments more attractive to community development entities and 
investors.  

o As part of those efforts last year the IRS issued Treasury Decision 9600, which 
contains regulation changes meant to encourage investments in non-real estate 
businesses in low-income communities. 

o The revised regulations under TD 9600 allow a CDE investing in a non-real 
estate business to invest certain capital returns in unrelated certified CDFIs and 
others that the Treasury Secretary designates as qualifying entities.  

• The guidance released last week clarified that all CDEs with available allocation 
authority can take advantage of the provisions in TD 9600 if they have “investments in, 
or loans to, non-real estate QALICBs” listed as an eligible activity in their allocation 
agreement. 

• The guidance also clarifies the updated definitions of terms, such as “real estate 
QALICB” and “non-real estate QALICB.”  

• It defines a “real estate QALICB” as any QALICB whose predominant business activity 
includes the development, management or leasing of real estate. 

o Here, “predominant business activity” means it generates more than 50 percent 
of the business’ gross income. 

o “Development” includes construction of new facilities and rehabilitation or 
enhancement of existing ones. 

• A “non-real estate QALICB” is simply one that does not satisfy the definition of a real 
estate QALICB.  

• The FAQ also outlines how to report TD 9600 investments in the CDFI Fund’s 
Community Investment Impact System or CIIS. 

• When we first reported on TD 9600 in September, I commented that having the final 
regulation out was a great first step. 

• But, I also said that I didn’t think it was going to have a significant impact on investments 
going to non-real estate projects and that opinion hasn’t changed. 

• You can shoot me an email if you would like to know why I don’t think it’s likely to 
change. 

• We’ll discuss this latest guidance and other hot topics later this week at our Novogradac 
Spring New Markets Tax Credit Conference in Washington, D.C. 

• You can find a copy of the guidance on our website at www.newmarketscredits.com.  
 

• Show Your Support for the NMTC on TaxReform.gov 
• Regular listeners will recall that Senate Finance Committee Chairman Max Baucus and 

House Ways and Means Committee Chairman Dave Camp recently launched 



Summary: June 4, 2013 
 

TaxReform.gov and an accompanying Twitter handle @simplertaxes to encourage the 
public to share their stories and suggestions related to reforming the tax code. 

• To help new markets tax credit stakeholders to use these opportunities to voice support 
for preserving these programs in the tax code, Enterprise Community Partners has 
created a few simple resources I wanted to mention.  

• First, they have created a template to assist NMTC stakeholders in developing 
submissions. That template is available as a PDF or Word file.  

• In addition, new markets tax credit fact sheets, state economic impact reports and other 
resources are available on the New Markets Tax Credit Coalition's website at 
nmtccoalition.org.  

  

http://salsa3.salsalabs.com/dia/track.jsp?v=2&c=Irxfk66MxGy5fVlDVhK3X3WWfCSGUiPq
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HISTORIC TAX CREDIT NEWS 
 
Legislation Introduced to Increase, Expand Historic Tax Credit 

• Rep. David McKinley last month introduced H.R. 2042, the Preserving America's 
Downtowns and Heritage Act of 2013.  

• The bill proposed increasing to 25 percent the federal historic tax credit for certified 
historic structures. 

o This rate is reminiscent of the rate before the Tax Reform Act of 1986, which 
lowered the rate from 25 percent to the current level of 20 percent. 

• It also proposes increasing to 12.5 percent the tax credit for buildings other than certified 
historic structures.  

o This is closer to the rate available for buildings older than 40 years that existed 
before the Tax Reform Act of 1986. 

• In addition, H.R. 2042 would create a 20 percent tax credit for the rehabilitation of 
historic principal residences.  

• Longtime listeners may recall that Congressman McKinley introduced similar legislation 
in the last session of Congress but it did not gain traction.  

• H.R. 2042 was referred to the Ways and Means Committee and has four cosponsors.  
• To discuss this legislation and the current issues facing the historic preservation 

community, I encourage you to join us at the Novogradac Historic Tax Credit Conference 
in Detroit in September.  

 
Texas State Historic Tax Credit Bill Sent to Governor 

• Last week, the Texas Legislature approved H.B. 500  
• H.B. 500 would create a state historic tax credit. 
• The tax credit would cover up to 25 percent of eligible expenses incurred in the 

rehabilitation of certified historic structures. 
o The tax credit can be applied to the state franchise tax. 

• At the time of this recording, H.B. 500 had been sent to Gov. Rick Perry for his 
signature. 

o He has until June 16 to sign H.B. 500.  
• If enacted, the state historic tax credit would take effect Jan. 1, 2015.  
• An entity would eligible for tax credits if:  

o the rehabilitated certified historic structure is placed in service on or after Sept. 1, 
2013; 

o it has ownership interest in the certified historic structure in the year during which 
the structure is placed in service after the rehabilitation; and 

o the total amount of eligible costs and expenses incurred exceeds $5,000.  
• The Texas Historical Commission is the state historic preservation office for Texas and 

in that capacity, the commission facilitates the federal historic preservation tax credit 
program 

o And under H.B. 500, the commission would also administer the state historic tax 
credit program. 

• Debbi Head, spokeswoman for the Texas Historical Commission, said that the state 
historic tax credit would encourage renovation of historic buildings that might otherwise 
be demolished, or fall into disrepair.  

o She told Novogradac & Company the Texas Historical Commission will now turn 
its attention to creating specific rules for the program.  
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• Future updates and a copy the bill can be found online at www.historictaxcredits.com.  
• For questions about using state and federal historic tax credits, please contact my 

partner Tom Boccia at 216-298-9000.  
 
Report Shows Historic Tax Credit’s Benefits in Montana 

• Last week the Montana Preservation Alliance and the National Trust for Historic 
Preservation released a report titled, “Montana: Creating Jobs, Building Communities, 
Preserving Heritage.” 

o The report describes how the federal historic tax credit has increased the 
redevelopment of historic buildings in Montana while creating jobs and 
stimulating economic development. 

• On a national scale, the federal historic tax credit has adopted more than 38,700 
buildings for productive uses, 

o creating more than 2.3 million jobs,  
o attracting $106 billion in private investment.  

• Zooming in to Montana, the report says that since 1990, 62 rehabilitation projects have 
leveraged $9.8 million in federal historic tax credits to create: 

o $59 million of new investment and  
o 1,140 jobs.  

• The study highlights several iconic buildings that have been rehabilitated with the federal 
historic tax credit in Montana, including: 

o the Electric Building, 
o Babcock Theater,  
o the Grand Union Hotel in Fort Benton, and 
o Butte’s Historic Sears Building, among others. 

• To read the report, you can visit www.preservemontana.org or 
www.historictaxcredits.com.    

 

http://www.historictaxcredits.com/
http://www.preservemontana.org/
http://www.historictaxcredits.com/
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
IRS Provides Relief for Oklahoma Storm Victims  

• The Internal Revenue Service last week suspended certain requirements for qualified 
residential rental projects financed with exempt facility bonds to provide emergency 
housing relief to victims affected by the storms and tornadoes in Oklahoma between 
May 18 and May 27, 2013.  

• Notice 2013-39 suspends certain income limitation requirements under Internal Revenue 
Code (IRC) section 142(d) that apply to qualified residential rental projects financed with 
tax-exempt bonds.  

• The IRS also released Notice 2013-40, which suspends certain requirements under IRC 
Section 42 for low-income housing tax credit-financed properties to provide emergency 
housing relief for citizens affected by the recent storms and tornadoes in Oklahoma.  

• Both notices went into effect May 20, 2013. 
• If you have questions about providing housing to storm victims under the provisions of 

these notices, I encourage you to contact my partner Jim Kroger in our San Francisco 
office to discuss common issues that can arise in these cases.  

 
Investor Group Launches Tool for Evaluating Syndicator Partners 

• Last month the Affordable Housing Investors Council announced that it has created a 
new resource for evaluating the strength of low-income housing tax credit syndicators 

• Syndicators can play a key role in the development and preservation of affordable rental 
housing by serving as a conduit for investors.  

• AHIC says its guidelines will help an investor assess a new or ongoing business 
relationship with a syndicator by examining its ability to provide  

o a diverse and adequate supply of investments,  
o sound underwriting, and  
o solid asset management services over the 15-year compliance period.  

• In a statement about the tool’s release AHIC’s President Rob Golden said that by 
focusing on the health of syndicator partners, the guidelines will contribute to the 
continued strength of the affordable rental housing industry.  

• The guidelines include templates that can be used as a framework for considering a 
firm’s  

o staff resources,  
o geographic and developer concentration,  
o financial sustainability, and  
o prior fund performance. 

• You can find the Affordable Housing Investors Council’s Syndicator Analysis Guidelines 
online at www.ahic.org.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Senators Introduce Bipartisan Energy Storage Bill to Encourage Renewable Power 

• Last week Senators Ron Wyden, Susan Collins, Jeff Merkley, and Angus King 
introduced an energy storage bill.  

o The Storage Technology for Renewable and Green Energy Act (or STORAGE) of 
2013.  

• Supporters say the legislation would encourage the development of renewable energy 
through the deployment of energy storage technologies.  

• The STORAGE Act of 2013 would create a 30 percent investment tax credit for the use 
of technologies that can store energy during non-peak hours and distribute it to meet 
peak electricity demand.  

• In addition, the STORAGE Act would provide a 20 percent investment tax credit of up to 
$40 million per project for grid-scale storage systems.  

o The bill proposes capping the total amount available for these projects at $1.5 
billion.  

• The bill would also provide a 30 percent tax credit to homeowners who install energy 
storage on their property. 

• Senators Wyden and Collins introduced a previous version of the bill in the last 
Congress but it died when Congress adjourned in December. 

• One notable change from last year’s version of the bill is that the minimum size for 
storage systems to be eligible for this credit is now 5 kWh, which is much lower minimum 
than the previous bill which set eligibility at 20 kWh.  

o Supporters say this lower, 5 kWh limit is a size that makes sense for small 
businesses.  

• A copy of the bill can be found online at www.energytaxcredits.com.  
 


