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Michael J. Novogradac, CPA, alerts listeners to a Bipartisan Policy Council event that will 

include a discussion of comprehensive tax reform and a congressional staff briefing on the new 

markets tax credit by the Congressional Real Estate Caucus. He also discusses Alabama’s new 

market tax credit program. In low-income housing tax credit news, he discusses comments that 

the National Council of State Housing Agencies submitted to the IRS on compliance matters 

and NCSHA’s 2012 housing conference. He wraps up with a recent IRS advice memo related to 

the California redevelopment agencies’ dissolution and previously issued bonds. In historic tax 

credit news, he covers reports on state-level programs in Massachusetts and Rhode Island. 

Finally, he informs readers about a draft of renewable energy guidance from the Department of 

Energy, comments that Sens. Grassley and Bingaman made last week regarding the production 

tax credit and Iowa’s Solar Investment Tax Credit. 

 

 

Summaries of each topic:  
1. General News (3:05 – 7:07) Pages 2-3 

2. New Markets Tax Credits (7:08 – 9:42)  Page 4 

3. Low-Income Housing Tax Credits (9:43 – 17:25) Pages 5-7 

4. Historic Tax Credits (17:26 – 22:52) Pages 8-9 

5. Renewable Energy Tax Credits (22:53 – 26:26) Pages 10-11 

 

 

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 advisor.  

 

© Novogradac & Company LLP, 2012 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 e-mail to cpas@novoco.com.   
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GENERAL NEWS 
Bipartisan Policy Center Event   

• Late last month, Politico reported that Senate Finance Committee Chairman Max 
Baucus has been quietly holding one-on-one meetings with senators on the Finance 
Committee as well as regular talks with House Ways and Means Committee Chairman 
Dave Camp on the topic of tax reform.  

• The site also reported that Senator Baucus would detail his tax reform vision to the 
Bipartisan Policy Center in June. 

• Politico portrayed the event as the start of Senator Baucus’s formal efforts to reform the 
tax system.  

• Last week the Bipartisan Policy Center announced additional information.  
• The event will be held next week on June 11 and will be called “The Tax Piece of the 

Debt Puzzle.”  
• Senator Baucus is scheduled to present keynote remarks.   
• Then, current and former members of Congress and leading budget experts will examine 

the state of tax reform and plans for moving forward after the presidential election and in 
2013. 

• As we’ve discussed in previous podcasts, the lame duck session later this year is 
expected to be particularly momentous.  

• In that context, panelists will discuss the prospects for fundamental tax reform as part of 
a larger deficit reduction package.  

• The panel of lawmakers and budget experts will include:  
o Alice Rivlin, former White House budget director and co-chair of the Bipartisan 

Policy Center’s Debt Reduction Task Force;  
o Bob Packwood, former Senator from Oregon; and  
o Robert Greenstein, president of the Center on Budget and Policy Priorities  

• In addition, Bill Thomas, former Representative from California has been invited to 
participate.  

• The panel discussion will be moderated by Kristin Roberts, who is budget editor of the 
National Journal.  

• The event will take place from 10 to 11:30 a.m. on June 11 at the Bipartisan Policy 
Center in Washington, D.C.  

• I will tweet updates next week and I will discuss Senator Baucus’s remarks and the 
panelists’ discussion in more detail in the June 19 podcast.  

• So stay tuned.  
• I also want to remind listeners that this Friday Congressman Pat Tiberi will chair a 

hearing on tax extenders by the House Select Revenues Subcommittee, a 
subcommittee of the House Ways and Means Committee.  

• The hearing will be the first of what is expected to be several tax extenders hearings. 
• We will report on this hearing in next week’s podcast on June 12.  
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New Resource for the Mobile Professional  
• Another item of interest to all podcast listeners is a new resource available for the tax 

credit community: the Novogradac Journal of Tax Credits iPad App.  
• Added to the App Store last month, the new app allows tax credit professionals to have 

the market analysis, expert commentary and tax credit expertise of the Novogradac 
Journal of Tax Credits delivered to their iPad.  

• The tablet version features all the content from the print edition of the Journal of Tax 
Credit as well as bonus content, such as: 

o interactive features 
o additional photos  
o video and audio content  

• The app allows you to subscribe or purchase individual issues.  
• If you’re not familiar with the Journal, the app also contains a free sample issue.  
• You can download the app by searching in the App Store for Novogradac or the Journal 

of Tax Credits.  
• Links to the app can also be found online at www.novoco.com.  
• And if you have feedback about the app or about the podcast, please share your 

thoughts with us by sending an email to CPAs@novoco.com.  
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NEW MARKETS TAX CREDIT NEWS 
 
Congressional Staff Briefing  

• This week, on Thursday, June 7, Congressmen Michael Turner and Richard Neal will 
hold a briefing for congressional staff about the New Markets Tax Credit.  

• Congressmen Turner and Neal are co-chairs of the Congressional Real Estate Caucus.  
• A broad range of program participants will be present, including representatives of 

community development entities, investors and developers.  
• They will describe the role of the new markets tax credit in incentivizing business 

development and community revitalization.  
• The briefing will be held in the Rayburn building from 11 a.m. to noon.  
• I tweeted a link last week to more information on the briefing. That link is also available 

online at www.novoco.com by clicking on Hot Topics and then selecting the link for Tax 
Credit Advocacy.  

 
Alabama to Offer State New Markets Tax Credit 

• Following in the footsteps of neighboring states Mississippi and Florida, lawmakers in 
Alabama created a state-level new markets tax credit program with last month’s 
enactment of H.B. 257. 

• The new program, called the Alabama New Markets Development Tax Credit, will offer 
tax credits worth 50 percent of qualified equity investments in low-income communities. 

• The state will issue a maximum of $20 million in tax credits per year; the largest 
qualifying investment in any one low-income community business is $10 million. 

• Taxpayers will be able to claim the credit in years two through seven. 
• Sale or transfer of credits is not permitted, but unused credits may be carried forward to 

any subsequent tax year. 
• The program will help Alabama compete with surrounding states for new capital and job 

creation, according to a 2011 report from the University of South Alabama. 
• States with state-level new markets tax credit programs have been able to attract four to 

five times as many federal new markets tax credit dollars as Alabama, the report said. 
• The program will take effect on August 1 and will be administered by the Alabama 

Development Office. 
• You can find a copy of H.B. 257 on the legislation page at www.newmarketscredits.com. 
• To learn more about state new markets tax credits, contact my partner Brad Elphick in 

our Atlanta office.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
NCSHA Comments on Compliance Regulations 

• Last week, NCSHA submitted comments to Internal Revenue Service recommending 
changes to its Housing Credit compliance regulations.  

• NCSHA’s comments were sent in response to IRS Notice 2012-18.  
• Regular listeners may recall that the notice invited comments on the 20 percent rule, 

which requires physical inspections and tenant file reviews to be conducted on 20 
percent of a property’s units.  

• The notice also asked whether decoupling tenant file reviews from physical inspections 
would simplify the inspection process 

• In addition, the notice inquired whether the IRS should provide an exception for 
inspections conducted by HUD similar to the exception currently allowed for inspections 
performed by the Rural Housing Service.  

• In its comments, NCSHA suggested a number of changes that it said would ensure that 
the compliance regulations continue to provide an efficient compliance framework and 
provide the information necessary for IRS oversight, while allowing the greatest possible 
efficiency and effectiveness for the agencies charged with compliance monitoring.  
1. First, NCSHA supports reducing the 20 percent requirement.  

o The group said the requirement is overly burdensome, particularly for larger 
properties.  

o Instead, NCSHA says the IRS should employ a sliding scale based on project 
size, similar to a system HUD recently proposed under the Performance-
Based Contract Administration program. 

o To further reduce the monitoring burden, NCSHA asked IRS to permit 
agencies to consider multiple buildings with a common owner and plan of 
financing as a single project for monitoring purposes, regardless of whether 
or not the owner officially elected such treatment on Form 8609. 

2. Second, NCSHA said the IRS should decouple the physical inspection and tenant file 
review requirements.  

o The letter says this will reduce the burden on HFAs and strengthen the 
regulatory requirement that the units and tenant records chosen for 
inspection and review be done in a manner that will not give project owners 
advance notice of the inspection plan.  

o NCSHA also recommended that IRS expressly permit monitoring agencies to 
utilize desk audits as a method for conducting tenant file reviews. 

3. And third, the comment letter said the IRS should allow state agencies to rely on 
inspections and file reviews conducted by HUD and other local, state or federal 
agencies that perform similar monitoring activities 

o This, the group says, would further the White House Rental Policy Working 
Group’s alignment goals.  
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o NCSHA noted that this exception already exists for RHS-funded properties 
and creating this additional flexibility will encourage consolidation and 
alignment of monitoring processes, reduce redundancy, enhance tenant 
quality of life, and reduce costs to property owners and monitoring agencies. 

• Senior IRS officials will be speaking about Housing Credit compliance and other issues 
at NCSHA’s Housing Credit Conference later this month in Denver, Colorado.  

• Which brings me to my next topic.  
 
Novogradac & Company to Participate in NCSHA Conference  

• Later this month I will attend NCSHA’s event with several of my partners.  
• NCSHA will hold its 2012 Housing Credit Conference and Marketplace in Denver on 

June 26 - 29.  
• I will be speaking on a panel called “Tax-exempt Bond Transactions in Focus.” 

o The discussion will examine the increasing use of tax-exempt bonds and the 
housing tax credit to revitalize Year 15, HUD, and market-rate conversion 
properties.  

o My fellow panelists and I will discuss investor demand and the latest news from 
the municipal bond market as well as the technical issues that arise in housing 
tax credit and tax-exempt bond deals. 

• My partner George Littlejohn, from Novogradac & Company’s Austin office will speak on 
two panels.  

o First, he will participate in a session called “Tenant Qualification Seminar,” which 
will address tenant qualification procedures, the impact of new income limits and 
the 45-day rule, navigating multiple program requirements, and related topics.  

o Second, he will speak on a panel about “Year 15 Compliance Challenges” that 
will focus on state and owner strategies for maintaining compliance after the 
initial 15-year period.   

• And finally, my partner Blair Kincer, from Novogradac & Company’s Washington, D.C. 
metro office will participate on a panel entitled, “Managing Development Costs.”  

o The discussion will examine why some developments cost more than others, 
which items contribute most to escalating costs, and how the housing industry 
can address the need for quality affordable housing while making the most of 
scarce resources. 

• Details about the conference can be found at www.ncsha.org.  
• I look forward to seeing you there.  

 
IRS Issues Advice Memo on California RDA Dissolution 

• On June 1 the Internal Revenue Service’s Office of Chief Counsel issued an advice 
memo on the dissolution of California Redevelopment Agencies. 

• The seven-page memo addresses tax-exempt bond and Build America Bond issues 
raised by the dissolution of redevelopment agencies, or RDAs, earlier this year. 
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• As regular listeners may recall, the California Supreme Court in December upheld a law 
that dissolved all of the state’s redevelopment agencies.  

• Under the law, successor agencies took on the RDAs’ authority, rights, powers, duties 
and obligations.  

• This has raised a number of questions about a host of issues. 
• In the IRS memo, the chief counsel offers advice on two issues:  

1. Does the change in obligor result in a reissuance of tax-exempt and build 
America bonds previously issued by the dissolved redevelopment agencies?  

2. Where such a dissolved redevelopment agency elected the direct payment 
subsidy under section 6431 of the Internal Revenue Code with respect to its 
Build America bonds, is the successor agency entitled to claim the refundable 
credit allowed under section 6431? 

• The IRS concluded the following:  
• In answer to question one, the IRS said the change in obligator does not result in 

a reissuance of tax-exempt and build America bonds issued by the dissolved 
redevelopment agencies.  
 The IRS memo acknowledged that the change in obligor is a modification 

for the tax-exempt bonds and the Build America Bonds, but said that it is 
not a significant modification, and so it does not constitute a reissue of the 
bonds.  

• In answer to question two, the IRS said that the successor agency is entitled to 
claim the refundable credit allowed under section 6431. 

• You can find the entire memo, which is numbered AM2012-004 at the Affordable 
Housing Resource Center under IRS Guidance.  

• If you have questions about this or any other aspect of the RDA dissolution process and 
what it could mean for your project, I encourage you to contact my colleague Jim Kroger 
in our San Francisco office.  
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HISTORIC TAX CREDITS 
 

Cost/Benefit Analysis of Massachusetts Historic Tax Credit 
• The Massachusetts state historic tax credit is one of the most effective job-development 

programs in the commonwealth. That is the conclusion reached in the Urban Land 
Institute’s recent cost/benefit analysis of the program.  

• The analysis also found that for every dollar that the tax credit costs the state, state tax 
revenues increased by $1.20 and that one dollar of state historic tax credit investment 
typically generates $5.80 of total investment.  

• For the analysis, the ULI’s Housing and Economic Development Subcommittee 
evaluated the costs and effects of a project located in a modest downtown in 
Massachusetts.  

• ULI found the following fiscal benefits: 
o Income and sales taxes related to the cost of its design, construction and 

operations;  
o Additional wages paid during construction; 
o Higher property tax payments for the renovated building; and 
o Permanent jobs related to building management and those stimulated by new 

residents. 
• Overall, ULI found that the $1 million in state historic tax credits allocated to the sample 

building returned more than $1.2 million to the state and local government.   
• It also resulted in 35 new full-time equivalent jobs.  
• In its introduction and summary of the analysis, ULI mentioned a proposal to increase 

the annual historic tax credit cap from $50 million to $100 million and suggests that an 
economic development bill currently working its way through the legislature would be the 
ideal vehicle for this.  

• Apparently, the Massachusetts House of Representatives agreed.  
• On May 23, the house amended the economic development bill to include a provision 

that increases the annual historic tax credit cap to $60 million.  
• The bill, now known as H. 4119 and formerly known as H. 4110, passed the house and 

at the time of this recording, had been referred to the Senate Committee on Ethics and 
Rules. 

• It is unclear what the bill’s chances of passage are in the senate, but we’ll update you in 
future podcasts and in the Journal of Tax Credits. 

• If you would like to review the cost/benefit analysis or the text of H. 4119, they are both 
available at www.historictaxcredits.com.  

• If you have questions about your own Massachusetts HTC project, please contact my 
partner Charlie Rhuda in our Boston office. 
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Rhode Island HTC 
• State historic tax credit programs are also a topic of conversation a little farther south on 

the eastern seaboard.  
• On May 24, the Rhode Island Public Expenditure Council, also known as RIPEC, 

released comments on the potential reauthorization of the Rhode Island Historic 
Preservation Investment Tax Credit program, which the legislature suspended in 2008. 

• In that document, the council suggested a cautious reinstatement of the historic tax 
credit program. 

• The Rhode Island Historic Preservation Investment Tax Credit program was created in 
2001.  

o As originally enacted, it provides a 30 percent credit for substantial rehabilitation 
of historic commercial property.  

o Credits were transferable, could be carried forward for 10 years and could be 
used to offset personal income, corporate income, franchise, public service 
corporate and insurance taxes. 

o In 2005, the General Assembly instituted a processing fee of 2.25 percent of a 
project’s qualified rehabilitation costs, effectively reducing the value of the credit 
to 27.75 percent. 

o In 2008, the General Assembly passed legislation that effectively ended the 
program. Projects in progress on January 1, 2008 had the option of receiving a 
reduced amount of tax credits. 

• In its comments, the council said that 15 projects have been abandoned since the 2008 
program changes. This has resulted in $26 million in outstanding tax credits. 

• The council suggested allocating the $26 million in outstanding tax credits to new 
restoration projects as part of a temporary reinstatement of the tax credit program. 

• The group referred to it as a potential “targeted, short-term economic stimulus” for a 
weak area in the economy and suggested that a temporary program could provide an 
opportunity to review the economic value of the credits and job creation aspects of the 
program. 

• The group cautioned, however, that long-term reinstatement of the program should only 
be considered after evaluating the efficacy of the tax credits, whether they will generate 
a return for the state and how they fit into the state’s overall tax system.  

• It stressed that the program should not be allowed to contribute to the state’s structural 
deficit. 

• In addition to its recommendations, the council provided an overview of the federal HTC 
and several other states’ historic tax credit programs.  

• The full report can be found on the Historic Tax Credit Resource Center at 
www.historictaxcredits.com.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Department of Energy Releases Draft Renewable Energy Development Guide  

• Last week the Department of Energy released a draft guidebook entitled “Federal 
Renewable Energy Guide: Developing Large-Scale Renewable Energy Projects at 
Federal Facilities Using Private Capital.”  

• The draft guidebook provides guidance to federal agencies on how to establish a project 
development framework to allow federal agencies to work effectively with private 
developers on the implementation of large-scale renewable energy projects. 

• DOE will accept comments regarding the draft guidebook until than July 2. 
• The comment invitation requests feedback about specific items contained within the 

guidebook, as well as asking a broader question about what, if anything, is the 
guidebook missing.  

• A link to the draft guidebook and details about submitting comments can be found in the 
May 31st Federal Register notice.  

 
Grassley, Bingaman Comments  

• Last week, Senators Chuck Grassley and Jeff Bingaman again weighed in on the 
extension of the wind energy production tax credit.  

• First, on May 29, Sen. Grassley told employees at the Acciona Windpower wind turbine 
plant in West Branch, Iowa that Congress will probably renew the production tax credit, 
but he warned that he doesn’t expect the extension will be passed soon enough to avoid 
a slump in business. 

• Grassley toured the wind turbine factory last week and said he was quote “very 
pessimistic” that an extension could be passed before the election.  

• The next day, May 30, Senator Jeff Bingaman spoke about the production tax credit at 
the 5th Wind Turbine Blade Workshop, an event sponsored by Sandia National 
Laboratories.  

• Sen. Bingaman said that the on-again, off-again nature of U.S. energy tax incentives and 
the uncertainty over federal spending on research and innovative technology presents a 
major challenge to the wind energy industry and other alternative energy industries.  

• Bingaman is chairman of the Senate Energy and Natural Resources Committee.  
• The senator, who is retiring at the end of the year, said he does not expect action to 

extend tax credits until the lame duck session after the election as part of a larger tax 
policy.  

 
Iowa Creates State Solar Investment Tax Credit 

• Businesses and homeowners installing solar projects in Iowa now have a choice 
between the state’s renewable energy production tax credit and a new investment tax 
credit created in May. 
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• Under Senate File 2342, taxpayers who install commercial solar energy systems will be 
eligible for a state investment tax credit equal to 50 percent of the federal investment tax 
credit granted for the project, not to exceed $15,000. 

• Residential solar energy systems can qualify for as much as $3,000, or 20 percent of the 
federal energy efficiency tax credit. 

• The annual program cap is $1.5 million, and the credit may be carried forward for up to 
10 years. 

• It cannot be combined with the state production tax credit. 
• This new law applies retroactively to tax years beginning on or after January 1, 2012. 
• A copy of S.F. 2342 is available for download at www.energytaxcredits.com.  
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