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Michael J. Novogradac, CPA, discusses tax reform and deficit reduction talks in 

Washington, D.C.; highlights from the Spring New Markets Tax Credit Conference; key 

findings of a Novogradac & Company study that assesses the track record of the low-

income housing tax credit program; disaster relief provisions for victims of the recent 

flooding in Mississippi; an update on the IRS’s appeal in the Historic Boardwalk Hall 

case; IRS guidance about the definition of “qualified property” under the Section 1603 

cash grant program; and an assessment that ranks states by clean energy market 

indicators. 

 

Summaries of each topic:  

1. General News (2:11 – 7:39) Pages 2-4 

2. New Markets Tax Credits (7:40 – 10:06) Page 5 

3. Low-Income Housing Tax Credits (10:07 – 13:56) Pages 6-7 

4. Historic Tax Credits (13:57 – 15:28) Page 8 

5. Renewable Energy Tax Credits (15:29 – 18:45) 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 advisor.  

 

© Novogradac & Company LLP, 2011 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 
 
Debt Reduction Talks  

 Both Houses of Congress are in session in Washington DC this week. And all 
eyes continue to be focused on the status of the debt reduction talks. 

 By all accounts, the pace of those debt reduction talks, led by Vice President Joe 
Biden, has been hastened in an effort to reach an agreement before the national 
debt ceiling is reached.  

 The bipartisan group of lawmakers is expected to hold three meetings a week for 
the remainder of this month.  

 Their goal is to reach agreement on a framework for deficit reduction by the July 
4th Congressional recess. 

 This would allow time for two things to happen between the July 4th recess and 
the August 2 deadline that has been set by the Treasury Department.  

o First, President Obama and other leaders who are not part of the 
immediate talks, such as House Speaker John Boehner, would step in 
and make final decisions on the framework.  

o Second, lawmakers will need time to write the complicated changes into 
an actual bill.  

 Reports indicate that four subject areas have been the focus of the talks in recent 
weeks:  

o revenue,  
o discretionary spending,  
o budget process changes, and  
o mandatory spending.  

 On the revenue side, Williams & Jensen is reporting that discussions apparently 
included ideas such as limiting the deductions of higher earners.  

 That proposal has been a part, in slightly different forms, of prior Obama 
Administration budgets.  

 The proposal from the Administration’s FY 2012 budget proposal would limit 
deductions to 28 percent, affecting any itemizing taxpayer paying taxes at rates 
above 28 percent.  

 That proposal raises $293 billion over ten years.  
 Other proposals, such as eliminating oil and gas tax incentives and higher rates 

for high earners (perhaps above $1 million) were also apparently discussed. 
 GOP lawmakers have been steadfast in their opposition to tax increases and 

continue to press negotiators to achieve $2 trillion in deficit reduction before they 
will agree to raise the national debt ceiling by a comparable amount. 

 We will follow any news from the meetings this week and report in future 
podcasts as progress is made.  
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 Note that Obama and Speaker Boehner will be playing golf together this 
weekend, their foursome will be rounded out with Vice President Biden and Ohio 
Republican Governor John Kasich. 

 Senate Deficit reduction efforts by the “Gang of Six,” which has also been 
referred to as the Table of Five now that Senator Coburn is on sabbatical from 
the group, met with a dozen of their senate colleagues to discuss their efforts. 

 Senator Conrad, a member of the Table of Five, is also continuing to pursue a 
2012 budget - a budget that would be much more liberal than what the Table of 
Five is developing.   

 The 2012 budget needs to be more liberal in order to be approved by the 
Democrat controlled Senate Budget Committee. 

 
Tax Reform 

 In a speech on June 3, House Ways and Means Committee Ranking Member 
Sander Levin expressed his support for comprehensive tax reform but expressed 
frustration regarding the current tax reform debate.  

 Of most interest to our listeners were his remarks concerning tax expenditures.  
 As regular listeners know, there have been a number of broad calls to eliminate 

or severely reduce federal tax expenditures in recent months.  
 However, despite this growing chorus, to date there has been little discussion of 

specific provisions to be cut. 
 In his remarks at the Center for American Progress, Congressman Levin 

cautioned against using the elimination of most tax expenditures to pay for lower 
rates.  

 Levin said that while the Commission on Fiscal Responsibility and Reform’s 
report achieves a 24 percent individual tax rate, it does so by eliminating nearly 
every tax expenditure other than the Earned Income Tax Credit and the Child 
Tax Credit.  

 NCSHA reports that Congressman Levin’s office has asked the Joint Committee 
on Taxation to analyze the distribution among income levels of the benefits of 
income tax expenditures.  Congressman Levin requested the analysis to better 
assess the often unchallenged assumption that these provisions primarily benefit 
upper-income households.  

 He cited Joint Committee on Taxation data showing that 92 percent of tax credits 
and deductions benefit individuals, not businesses.  

 A useful summary of his remarks can be found online at www.ncsha.org. A 
complete copy of his prepared speech is available at www.house.gov/levin.  

 
Patent Reform  

 We also note that the House is expected to consider patent reform legislation this 
week.   
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 The broad based patent reform legislation includes provisions that would ban the 
patenting of income tax planning structures and techniques.  

 The bill is titled the America Invents Act, H.R. 1249. 
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NEW MARKETS TAX CREDIT NEWS 
 
Highlights from Novogradac’s Spring New Markets Tax Credit Conference  

 Novogradac & Company was pleased to gather more than 400 community 
development professionals in Washington D.C. last week for the Spring New 
Markets Tax Credit Conference.   

 Among the many highlights was a keynote address from Brandon Carlton from 
the Office of the Tax Legislative Council with the Treasury Department's Office of 
Tax Policy.   

o Mr. Carlton told attendees that the New Markets Tax Credit remains a 
priority for the Obama administration.  

o He said that the current economic climate is particularly challenging for 
the credit environment and distressed communities.  

o Mr. Carlton went on to say that from the Administration's standpoint the 
new markets tax credit is a vital tool in making sure that underserved 
areas are still given credit opportunity and there are certain job expansion 
opportunities through the New Markets Tax Credit.  

o He acknowledged that the overall deficit picture in Washington, D.C. is a 
threat to the tax credit’s extension, but noted that there are "thousands of 
[NMTC] success stories." 

 We were also fortunate to hear from Julie Hanlon-Bolton with the Internal 
Revenue Service.   

o She spoke about the new proposed rules for operating business lending 
as well as about a request for comment regarding potential changes to 
the NMTC that the IRS released on June 3.  

 I shared some of my initial thoughts about those regulations in a recent blog 
posting; I encourage you to check it out at novogradac.wordpress.com.  

 We will explore the subject in much more detail in the July issue of the 
Novogradac Journal of Tax Credits, so stay tuned.  

 And if you missed the chance to join us in person last week, you still can benefit 
from the discussions and presentations that took place.  

 Novogradac & Company is compiling recordings of the panel discussions and the 
accompanying presentations and will have a CD Rom available for purchase 
shortly.  

 To order your copy, simply go to www.novoco.com/products and click on 
Conference Recordings 

 In the meantime, if you have any questions about the New Markets Tax Credit 
program, I encourage you to contact the Novogradac & Company office nearest 
you.  If in doubt, you can call my partner Owen Gray in the San Francisco office 
of Novogradac & Company.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Track Record of LIHTC Assessed in Study 

 Last week the Housing Advisory Group and Novogradac and Company LLP 
released a study on the Low-Income Housing Tax Credit program at the Housing 
Advisory Group’s annual Affordable Housing Congressional Forum in 
Washington, D.C. 

 The report found that LIHTC financed properties have a remarkable track 
record—a track record considerably better than other federal government 
subsidies of affordable rental housing.  

 The report:  
o assesses the performance of the LIHTC program;  
o analyzes the major reasons for the program’s success;  
o examines the track records of other supply-side government programs;  
o reviews the role of the Section 1602 cash grant exchange program;  
o calculates the LIHTC program’s efficiency compared to the estimated 

efficiency of the exchange program; and  
o gauges the efficiency of the LIHTC program at reduced tax credit equity 

prices.  
 Taken together, the points set out in the study highlight the low-income housing 

tax credit’s unique strengths - strengths that make it invaluable in serving low-
income renter households.  

 The findings of the study are fundamental to reinforcing not only the maintenance 
of the LIHTC program, but also its continuation as the foremost supply-side 
affordable rental housing program. 

 The report details the LIHTC program’s low foreclosure rates and high rate of 
compliance with program rules, as well as its ability to maintain affordable rental 
housing stock over the long-term.  

 The reasons behind the LIHTC’s successful record are many.  
 Chief among the tax credit program’s strengths are  

o the involvement of a third-party for-profit partner,  
o the placement of construction, lease-up and occupancy risk on the 

sponsors and investors instead of the federal government,  
o the delivery of low-income housing tax credit benefits over time, and  
o combined state and federal oversight.  

 I encourage you to download the complete report. It can be found at 
www.novoco.com.  

 I also invite you to share your thoughts on the report by sending me an e-mail at 
Michael.novogradac@novoco.com.   

 Early next week, we will also post a narrated version of a PowerPoint 
presentation summarizing key parts of the report.  
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Disaster Relief  
 Mississippi Home Corporation recently issued guidance to assist owners of low-

income housing tax credit properties who wish to provide housing to victims 
displaced by recent river flooding.  

 Owners of properties with vacant units may provide temporary emergency 
housing to low-income individuals displaced from their principal residence by 
flooding.  

 The Internal Revenue Service has suspended certain income eligibility 
requirements for LIHTC properties that provide emergency housing to displaced 
individuals.  

 However, owners must meet certain other requirements, including submitting a 
report of all households temporarily housed in 2011, to MHC with the annual 
owner’s certification by January 31, 2012.  

 The full list of requirements and procedures can be found in MHC program 
bulletin 11-0513, which is available at www.mshomecorp.com.  

 
Upcoming Vote on Section 8 

 We close this portion of the Tax Credit Tuesday podcast with a congressional 
hearing note, brought to you by Williams and Jensen. 

 On June 23, the House Financial Services Committee’s Insurance, Housing and 
Community Opportunity Subcommittee may hold a hearing on the Section 8 
housing program. 
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HISTORIC TAX CREDIT NEWS 

 
Historic Boardwalk Hall Update 

 We learned last week that the Internal Revenue Service has filed a Concise 
Statement of Issues on Appeal with the Third Circuit in the case of Historic 
Boardwalk Hall LLC v. Commissioner.  

 The statement reveals the IRS’s reasons for contesting the matter in its appeal of 
the Tax Court decision.    

 A copy of the statement can be found online at www.historictaxcredits.com. Just 
click on the Court Ruling link in the HTC menu.  

 As regular listeners will recall, the Historic Boardwalk Hall case was the first Tax 
Court case to focus squarely on many of the federal historic tax credit legal 
structuring issues that have been the subject of IRS audits during the past few 
years. 

 The IRS filed a notice to appeal the case and this statement of issues is part of 
the process they must complete to retain their right to that appeal.  

 That said, at the time of this recording, the IRS has not yet filed their Brief on 
Appeal and it was unclear whether they ultimately would.   

 Stay tuned for updates, as soon as we get any news, we will post it online at 
www.historictaxcredits.com.  

 
Modernization Legislation  

 In legislative news, we hear from the Historic Tax Credit Coalition that text of the 
historic tax credit modernization bill may be available in the coming weeks.   

 There are a few last minute items that are being polished in order to develop the 
most comprehensive bill possible, one with the best chances of ultimately 
becoming law. 

 If you have any historic tax credit questions, please call my partner Tom Boccia 
in our Cleveland, Ohio office.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
CCA 201122018 

 On June 3, the Internal Revenue Service released a copy of a memo that 
discusses how to determine which property associated with a wind energy 
property qualifies for the grant under the Section 1603 cash grant program.  

 Sometimes this question is described as finding a separation point between the 
low side and the high side of wind energy generation. 

 The memo discusses an electric substation located at a particular wind farm that 
produces electricity for sale into a high voltage transmission line.  

 Specifically, the guidance addresses whether several pieces of equipment in that 
substation are qualified property for the purposes of Section 1603.  

 A copy of the memo, CCA 201122018, can be found online at 
www.energytaxcredits.com.  

 If you have questions about the significance of the ruling, please contact my 
partner Tony Grappone in our Boston, Mass. office. 

 
California, Oregon and Massachusetts Top Energy Leadership Index 

 This top ten list is based on Clean Edge's assessment and ranking of more than 
70 different indicators in: 

o technology,  
o policy, and  
o capital.  

 According to Clean Edge, the top 10 states for renewable energy in the nation 
are:  

1. California,  
2. Oregon,  
3. Massachusetts,  
4. New York,  
5. Colorado,  
6. Washington,  
7. New Mexico,  
8. Minnesota,  
9. Connecticut, and  
10. Vermont.  

 Clean Edge tracks market indicators such as total electricity produced by clean-
energy sources as well as policy regulations and incentives.  

 Their research indicates that three states now generate more than 10 percent of 
their utility-scale electricity from wind, solar, and/or geothermal.  

 Iowa leads the nation with 15.4 percent of its in-state generated 
electricity coming from wind power,  

 followed by North Dakota, which generates 11.99 percent of its 
electricity from wind, and  
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 California, where 10.06 percent of the in-state generated 
electricity comes from wind, solar and geothermal.  

 Many were surprised to see a state as large as California ranked 
3rd in this category. 

 In addition, the report notes that California's longtime commitment to clean 
energy has put the state ahead of the pack in terms of technology deployment 
and capital creation.  

o Clean Edge reports that California’s clean-energy industry brings in more 
venture capital than all other states combined.  

 Michigan held the top spot in clean-energy patents for 2010 with 192 patents.  
o According to Clean Edge, General Motors is leading the charge.  

 GM received more clean-energy patents last year than any other 
company in the U.S., with 135 patents registered in 2010.  

 A summary of the research is available at www.cleanedge.com.  
 
 


