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

momentum for tax reform and what may need to happen for tax reform to be successful this 

year. In historic tax credit news, he alerts listeners to the reintroduction of the Creating 

American Prosperity Through Preservation Act, or CAPP Act, as well as an update on promised 

guidance from the Internal Revenue Service on safe harbor for HTC transactions. In low-income 

housing tax credit news, he explores a final rule that the U.S. Department of Housing and Urban 

Development has issued on the Section 202 and Section 811 programs and how that affects 

LIHTC properties. In new markets tax credit news, he alerts listeners to a conference recording 

of the Novogradac Spring New Markets Tax Credit Conference, this month’s Qualified Equity 

Investment Issuance Report and a correction from Treasury about the master servicer/trustee 

application for the CDFI Bond Guarantee Program. 

 

 

Summaries of each topic:  
1. General News (2:11 – 5:39) Page 2 

2. Historic Tax Credits (5:40 – 11:08) Page 3-4 

3. Low-Income Housing Tax Credits (11:09 – 14:49) Pages 5-6 

4. New Markets Tax Credits (14:50 – 17:40) 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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GENERAL NEWS 
 
Senator Baucus Reports Momentum Building for Tax Reform 

• Last week, as you may have noticed if you follow me on Twitter, Senate Finance 
Committee Chairman Max Baucus released a statement about his ongoing tax reform 
efforts.  

• First, regarding the progress to date, Sen. Baucus reported that  
o During the past three years, he and his colleagues on the Senate Finance 

Committee have had more than 30 hearings on the topic.  
o More recently, Chairman Baucus and Ranking Member Orrin Hatch have been 

working with Finance Committee members on a series of 10discussion papers 
examining key aspects of the tax code 

• He also recounted his work to date with his House counterpart Ways and Means 
Chairman Dave Camp with whom he has been meeting weekly for more than a year to 
discuss plans to overhaul the tax code. 

o As regular listeners will recall, recently the two launched a Web site, 
TaxReform.gov that they will use to gather input directly from the American 
people. 

o In his statement last week, Chairman Baucus reported the site has received 
almost 30,000 visitors and 10,000 submissions so far.  

• Looking ahead, Senator Baucus said he and Chairman Camp will make a big push in the 
coming weeks to further engage their colleagues in Washington.  

• In addition, he said they will travel across the country to hear directly from Americans 
about how to improve the nation’s tax system. 

• Chairman Baucus said, quote, “Momentum is building. Now is the time for tax reform. 
Working together, Congress can improve the tax code and update it for the 21st 
century.” Close quote 

• However, even more than this, we expect a more significant tax reform announcement 
this week. Stay tuned! 

 
Tripartite Tax Reform 

• House Ways and Means Committee Ranking Member Sander Levin, D-Mich. said that 
unless congressional Democrats and Republicans, along with President Obama, and I 
quote, “begin to work more closely together; tax reform probably will not advance.” 

• Congressman Levin was saying that in the Tax Reform Act of 1986 you had a “tripartite 
effort” among a Republican chairman of the Senate Finance Committee, Democratic 
chairman of the House Ways and Means Committee, along with a Republican president.  

o All three worked together for tax reform. 
• In addition, with the House and the Senate having a strong bipartisan effort for tax 

reform. 
• Without such a tripartite effort, and a bipartisan effort in the House and the Senate, tax 

reform probably would not advance.  
• These are comments I’ve made myself over the last year or more about how the Tax 

Reform Act of 1986 did have strong presidential leadership and there were other 
compelling reasons for the Tax Reform Act of 1986. 

• In the days and months ahead and as we wait for any significant announcement from the 
Senate Finance Committee this week, we’ll continue to keep you apprised on the 
prospects for tax reform this year or next. 
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HISTORIC TAX CREDIT NEWS 
 
Historic Tax Credit Modernization Bill Introduced 

• U.S. Sens. Ben Cardin, D-Md., and Susan Collins, R-Maine, recently introduced the 
bipartisan Creating American Prosperity Through Preservation Act, also known as the 
CAPP Act.  

o The bill would expand and improve the historic tax credit program.  
• The CAPP Act was introduced as S. 1141.  
• The measure has four primary functions: 

1. It increases the historic tax credit from 20 percent to 30 percent for projects with 
$5 million or less in qualified rehabilitation expenditures,  

2. It expands the 10 percent credit for the rehabilitation of non-historic buildings to 
include buildings that are at least 50 years old.  

3. It eliminates federal taxation on the proceeds of state historic tax credits 
transferred through partnerships and sold as state tax certificates, and  

4. It provides a 2 percent historic tax credit boost for properties that make energy-
efficient renovations. 

• The proposed legislation would make the historic tax credit easier to use and expand its 
impact in economically disadvantaged areas.   

• According to the National Trust for Historic Preservation, since 2002, more than 75 
percent of all historic tax credit projects have been located in neighborhoods with family 
incomes below 80 percent of the area median income.  

• Research has shown that historic preservation has created more than 2.35 million jobs 
nationwide since 1978 with 57,783 new jobs in fiscal year 2012.  

• In a press release about the bill’s introduction, Sen. Cardin cites a number of key figures 
related to the historic tax credit program, including  

o that it has leveraged more than $106 billion of private-sector investment, 
o preserving and rehabilitating more than 38,000 historic properties,  
o this including the creation of more than 185,000 housing units, of which more 

than 75,000 are low- and moderate-income units.   
• Supporters of the CAPP Act say it make the historic tax credit easier to use to 

rehabilitate smaller buildings.  
• Versions of the CAPP Act have been proposed in previous sessions of Congress but to 

date they have not make much progress on the crowded legislative calendar.  
• Upon its introduction, S. 1141 was referred to the Senate Finance Committee.  
• At the time of this recording, the CAPP Act had four cosponsors, including Sen. Bernie 

Sanders, who joined as a co-sponsor last week on June 20. 
 
Guidance Update  

• At a conference last week hosted by the American Institute of Certified Public 
Accountants government officials again discussed guidance currently being drafted, 
including a revenue procedure on a safe harbor for investments in exchange for 
rehabilitation tax credits. 

• CCH last week quoted Internal Revenue Service Associate Chief Counsel for Internal 
Revenue Service Passthroughs & Special Industries Curtis Wilson as saying the 
revenue procedure is slated for a quick release. 

• On its Tax News Headlines blog, CCH also quote Craig Gerson, an attorney advisor with 
the Treasury Office of Tax Policy, who said that the revenue procedure’s drafters had 
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received numerous comments that additional guidance would also be welcome on other 
tax credits that could be used in similar investment deals such as energy tax credits.  

• However, the revenue procedure is on the fast track, and officials have made it clear the 
guidance will be limited to rehabilitation tax credits and related investments.  

• We will continue to monitor the progress of this guidance and expect it to be out in 
weeks not months. 

• We will alert the historic tax credit community as soon as it becomes available.  
• To receive a link to this revenue procedure when it’s published, you can sign up for 

Novogradac & Company’s free Industry Alert email service.  
• You can subscribe online at www.novoco.com.  
• In the meantime, if you have questions about structuring historic tax credit investments, 

please contact my partner Tom Boccia in our Cleveland office.  
 
  

http://www.novoco.com/
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
NCSHA Annual Low-Income Housing Tax Credit Conference  

• The National Council of State Housing Agencies is holding its annual low-income 
housing tax credit conference in San Francisco this week.  

• The meetings on Monday and today until noon are for state housing representatives 
only. 

• Starting Tuesday, today, at 1:30 the conference sessions are open to all participants. 
• My partner John Littlejohn is on a compliance panel today at 4:15.  
• My partner Jim Kroger is on a compliance and syndication panel with IRS’s Paul 

Handleman and others tomorrow at 1 p.m. 
• I’ll be on a concurrent panel at 1 p.m. tomorrow.  

o My session will be “Washington Wire.” 
• I hope to see you at the conference and invite you to swing by our booth if you are here 

in San Francisco. 

HUD’s Changes to Section 202, 811 Requirements Permit the Use of LIHTCs  
• The U.S. Department of Housing and Urban Development last week published a final 

rule amending regulations governing its Section 202 Supportive Housing for the Elderly 
Program and Section 811 Supportive Housing for Persons with Disabilities Program. 

• The changes streamline requirements for mixed-finance Section 202 and 811 
developments by: 

o allowing developers to use low-income housing tax credits more effectively with 
these programs, 

o removing restrictions on the portions of developments that are not funded 
through capital advances, 

o extending the time of availability of capital advance funds from 18 to 24 months,  
o lifting barriers on participation in the development of the projects, and  
o eliminating burdensome funding requirements 

• HUD says that these amendments will attract additional private capital, and I agree, and 
the expertise of private developers to create supportive housing for the elderly and for 
persons with disabilities. 

• The previous regulations required almost every mixed-finance development utilizing 
LIHTC equity to apply for and obtain a HUD waiver in order to utilize tax-exempt bond 
proceeds. 

o HUD says that the new ruling will save both time and money; and reduce 
uncertainty in the development process.  

• Listeners should be aware of three key changes that were made before the final ruling 
was released: 

o One, the definitions of “substantial rehabilitation” and ‘‘repairs, renovations, and 
improvements’’ were removed. 
 This means that the $6,500 threshold and the minimum useful life of 55 

years were also eliminated. 
• Two, the definition of “rehabilitation” was added back to the final rule. 

o The definition of rehabilitation notes that:  
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 improvement of an existing structure requires 15 percent or more of the 
estimated development cost to rehabilitate the development for a useful 
life of 40 years. 

• The useful life period begins upon the execution of the capital 
advance agreement. 

• Finally, two bedroom units are now eligible as long as a portion of the units are financed 
by other sources. 

o Resident units may be two-bedroom units as long as the square footage in 
excess of the one-bedroom size limits is treated as excess amenities. 

• These changes will take effect July 22.  
• The final rule can be found at www.hudresourcecenter.com.  
• This final rule is the first step in a larger regulatory effort to reform Sections 202 and 811. 
• If you have questions about these changes, or the Section 202 and 811 programs, 

please contact my partner Susan Wilson, in our Austin, Texas office.     

http://www.hudresourcecenter.com/
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NEW MARKETS TAX CREDIT NEWS 
 
Conference Recording  

• If you weren’t able to join us for the Novogradac Spring New Markets Tax Credit 
Conference earlier this month in Washington, D.C., it’s not too late to benefit from the 
information shared by more than 465 community development professionals.  

• A conference recording is now available and can be ordered either as a CD-ROM or as 
online streaming audio.  

• The recording includes  
o Capitol Hill insight from  keynote speaker Rep. Pat Tiberi, chairman of the Ways 

& Means Subcommittee on Select Revenue Measures 
o the latest updates on tax reform, 2014 budget proposals and related legislative 

developments  
o a new panel called “Roundtable Workout: Operating business financing with 

NMTCs,” which was a favorite among conference attendees 
o and practical discussions such as getting to closing, exit strategies and 

combining federal and state tax credits, and much more.  
• To order a copy of the recording, go to www.novoco.com/products.  

 
QEI Issuance  

• In other new markets tax credit news, earlier this month the CDFI Fund released its 
monthly update to its Qualified Equity Investment Issuance Report. 

• The most recent report showed that approximately $119 million of QEIs were finalized in 
May. 

• The pace of QEI issuance has been relatively slow this year so far but now that 
allocatees have new allocation authority available, it’s likely the pace will pick up in the 
coming months.  

• A copy of the report and related information can be found online at 
www.newmarketscredits.com.   

 
Treasury Issues Correction to Master Servicer/Trustee Application Notice 

• The Treasury Department issued a correction last week to notice it published earlier this 
month related to the CDFI Bond Guarantee Program.  

• The original notice, published on June 14, requested applications from those interested 
in serving as the master servicer/trustee for the program. 

• The notice incorrectly stated the mailing address for applicants submitting printed copies 
delivered by commercial carrier. 

• The correct address is listed in the new notice, which you can find at 
www.newmarketscredits.com.  

• Regular listeners will recall that the timeline for this program is unusually short, so if you 
have questions about participating in the CDFI Bond Guarantee Program I encourage 
you to contact my partners Owen Gray at 415-356-8000 or Diana Letsinger at 562-432-
9482.  

 

http://www.novoco.com/products
http://www.newmarketscredits.com/
http://www.newmarketscredits.com/

