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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, updates listeners on 

the progress of Shaun Donovan and Julian Castro’s nominations for the top spots at the Office 

of Management and Budget and the U.S. Department of Housing and Urban Development, and 

he discusses new House Majority Whip Steve Scalise’s voting record and a new report from the 

U.S. National Advisory Board on Impact Investing. In new markets tax credit news, he alerts 

listeners to a request for information related to the Community Development Financial 

Institutions Fund’s efforts to bring more minority community development entities into the New 

Markets Tax Credit program, discusses a letter from 50 U.S. Representatives that urges an 

extension of the New Markets Tax Credit program and reminds listeners of the soon-to-be-

closed window for nominating CDEs for the Community Development QLICIs of the Year 

Awards. In low-income housing tax credit news, he discusses the latest “State of the Nation’s 

Housing” report from the Harvard Joint Center for Housing Studies and the affordable housing 

programs included in California’s new budget and then shares some news the Internal Revenue 

Service’s Grace Robertson’s impending retirement. In historic tax credit news, he discusses the 

federal historic tax credit program, which the National Trust for Historic Preservation has 

included on its 2014 list of America’s 11 Most Endangered Historic Places, and alerts listeners 

to a moratorium on Wisconsin’s historic tax credit program. In renewable energy tax credit 

news, he reports on a Treasury’s Office of the Inspector General audit of six projects funded 

through the Section 1603 cash grant program, as well as legislation that would extend the 

investment tax credit to combined heat and power projects and waste heat to power projects. 

 
Summaries of each topic:  

1. General News (2:48 – 6:05) Pages 2-3 

2. New Markets Tax Credits (6:06 – 10:43) Pages 4-5 

3. Low-Income Housing Tax Credits (10:44 – 18:16) Pages 6-8 

4. Historic Tax Credits (18:17 – 22:10) Pages 9-10 

5. Renewable Energy Tax Credits (22:11 – 26:48) Pages 11-12 

 
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, 2014. 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 
Donovan and Castro Update 

• In general news, I have a brief update on the status of President Obama’s nominations 
for the U.S. Department of Housing and Urban Development and Office of Management 
and Budget.  

• Senate committees have approved Shaun Donovan and Julian Castro to head the 
agencies.  

• Donovan is nominated as director of the Office of Management and Budget. 
• Castro is nominated for HUD secretary.  
• The full Senate is expected to vote on the nominations later this month. 

 
Steve Scalise 

• Speaking of votes, next I’d like to discuss the voting record of newly elected House 
Majority Whip Rep. Steve Scalise. 

• Scalise is a Louisiana Republican.  
• He fills the position vacated by Rep. Kevin McCarthy, who was elected House majority 

leader.  
• As majority whip, Scalise will manage the Republicans’ legislative agenda on the House 

floor.  
• He will help Rep. McCarthy and Speaker of the House John Boehner craft legislation 

and gather support for proposed legislation.  
• As such, Scalise could be instrumental in shaping legislation on tax reform, tax 

extenders and investment tax credit programs. 
• So far, Scalise has not shown himself to be a strong supporter of tax credit programs.  
• As far as we can tell, he has not put forth any new markets, historic, low-income housing 

or energy tax credit bills. 
• In the past, he has cosponsored two bills that included low-income housing tax credit 

provisions. 
• And he has cosponsored two bills to extend the renewable energy production tax credit.  
• And cosponsored a bill to make nuclear energy and coal projects eligible for the 

investment tax credits.  
• We will continue to monitor the possible impact of changes in Republican leadership in 

the House and we’ll bring you updates as events warrant.  
• And as always, if you become aware of significant developments, please email the 

information to CPAs@novoco.com 
 
“Private Capital, Public Good” 

• In other general news, the U.S. National Advisory Board on Impact Investing, or NAB, 
released a report this month on how federal policies can support impact investing. 

• NAB’s purpose is to highlight key areas of focus for US policymakers in order to support 
the growth of impact investing and to provide counsel to the global policy discussion. 

o Impact investing is investing that generates measurable social or environmental 
impacts, as well as financial returns. 

• In its report, NAB recommends continued support for the low-income housing tax credit 
and new markets tax credit. 

• NAB cited the success of the low-income housing and new markets tax credits. 
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• It also endorsed expanding the new markets tax credit program and making it 
permanent. 

• One way of expanding the credit would be a new Impact Communities Tax Credit. 
o The credit could be modeled after the Manufacturing Communities Tax Credit, 

which could be modeled after the new markets tax credit.  
• The report also touches on the importance of the Community Reinvestment Act, National 

Housing Trust Fund and Capital Magnet Fund. 
• You can find a copy of the report online at http://www.nabimpactinvesting.org/. 

  
 
  

http://www.nabimpactinvesting.org/
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NEW MARKETS TAX CREDIT NEWS 
 

CDFI Fund Requests Information for Minority CDE Training 
• In new markets tax credit news, I’d like to discuss a new venture that the Community 

Development Financial Institutions Fund, or CDFI Fund, has recently undertaken. 
• Last week, the CDFI Fund released a request for information to find industry experts to 

assist in developing minority CDE training programs and to provide related technical 
assistance. 

• According to the request for information, the training would target CDEs that are: 
o minority-controlled nonprofit entities, 
o minority-owned for-profit entities or  
o minority depository institutions, also called MDIs. 

• The purpose of this training would be to inform these CDEs of how they can participate 
in the NMTC program.   

o In addition, participants would receive individualized technical assistance. 
• To that end, the CDFI Fund is asking interested vendors to submit three-page capability 

statements that demonstrate  
o their knowledge and experience with the NMTC program;  
o their familiarity with minority CDEs that primarily serve minority communities;  
o their familiarity with federal financial institution regulatory agencies and regulatory 

processes;  
o their familiarity with underserved or low-income communities; and  
o their ability to effectively market all training and technical assistance.   

• Interested vendors must submit their statements to the Treasury by July 8. 
o To view the request for information, go to the Federal Business Opportunities 

webpage at www.fbo.gov. 
• To learn more about the request for information, go to www.newmarketscredits.com or 

contact my partner Diana Letsinger in our Long Beach, Calif. office.  
 
Bipartisan Letter Urges NMTC Extension 

• In other new markets tax credit news, a group of 50 U.S. Representatives last week sent 
a joint letter to Ways and Means Chairman Dave Camp and Ranking Member Sander 
Levin. 

• The letter urges them to support an extension of the new markets tax credit. 
• The letter listed some of the program’s accomplishments, such as 

o creating 550,000 jobs and  
o generating $60 billion in capital for businesses in low-income communities. 

• It also notes that businesses and jobs financed by the new markets tax credit produce 
enough income tax revenue to offset the cost of the program. 

• The bipartisan letter was circulated by Representatives Mike Turner, a Republican from 
Ohio, and Chaka Fattah, a Democrat from Pennsylvania. 

• Representatives Turner and Fattah, along with 32 of the letter’s signatories, are also 
cosponsors of the New Markets Tax Credit Act of 2014. 

• The legislation would make the new markets tax credit a permanent part of the tax code. 
• It would also allow an inflation adjustment to the limitation amount for the credit. 
• And it would allow an offset against the alternative minimum tax. 

http://www.fbo.gov/
http://www.newmarketscredits.com/
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• Strong bipartisan support of the new markets tax credit is important as legislators 
consider tax reform. 

• To learn about efforts to extend the new markets tax credit, please reach out to Peter 
Lawrence in our Washington, D.C. office. 

• You can find a copy of the bipartisan sign-on letter at www.newmarketstaxcredits.com. 
 
Community Development Awards Deadline Extended 

• Finally, I’d like to take this opportunity to encourage you to nominate a project for the 
Community Development Awards.  

• The Novogradac Journal of Tax Credits will be presenting the awards to outstanding 
new markets tax credit projects this fall.  

• The awards will be presented at the Novogradac New Markets Tax Credit Conference in 
New Orleans on October 23. 

• The Community Development QLICIs of the Year Awards recognize community 
development entities that have made exceptional qualified low-income community 
investments, or QLICIs, in the past year.  

• They honor community development entities, or CDEs, that show well-executed vision 
and measurable community impact.  

• They also honor CDEs that show a commitment to establishing positive change in 
bringing more people and places into the economic mainstream.  

• Anyone can nominate a CDE for the awards.  
• You don’t have to have been associated with the project or the CDE, but you can be. 
• But, you do have to hurry. 
• Because you have less than two weeks left to nominate a worthy project.  
• Nominations must be in by July 17.  
• You can find more information about the awards criteria and nomination forms at 

www.novoco.com/awards.  
 
  

http://www.newmarketstaxcredits.com/
http://www.novoco.com/awards
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 

Harvard JCHS Annual Report on Rental Housing 
• In low-income housing tax credit news, I’d like to begin with a recap of the Harvard Joint 

Center for Housing Studies’ annual “State of the Nation’s Housing” report. 
• The annual report was released on June 26. 
• And included  

o an annual assessment of the housing market,  
o demographic trends within the market and  
o challenges faced by U.S. households. 

• The report found that the rental market continues to improve. 
• 2013 was the strongest year for multifamily housing starts since 1998, according to the 

report.  
• However, the report also noted that affordable housing remains out of reach for millions of 

households.  
• In 2012, only 3.3 million rental units were available and affordable for the 11.5 million 

households with extremely low incomes.  
• That represents a gap of about 8.2 million units. 
• The report also found that low-income households continue to struggle.  
• For instance: 

o Over 80 percent of full-time, minimum wage earners paid more than 30 percent of 
their income for housing in 2012.  

o Looked at a different way, a household would need to earn more than $42,000 a 
year in order to afford the median monthly gross rent for an apartment built in the last 
four years.  

• Furthermore: 
o More than 40,000 households lost their housing vouchers in 2013 because of a $3 

billion cut in funding for the U.S. Department of Housing and Urban Development. 
o This occurred even though between 2007 and 2011, the number of households 

eligible for rental assistance grew by nearly 3.5 million, from 15.9 million to 19.3 
million.  

• The report also noted that the gap between renter incomes and renter costs has widened. 
• As listeners to this podcast know, the Low-Income Housing Tax Credit program plays a key 

role in narrowing that gap.  
• According to the report, the low-income housing tax credit, and I quote, 

o “… has been the primary funding source for developing and preserving affordable 
housing, supporting construction of nearly 1.3 million units and rehabilitation of 
another 783,000 between 1987 and 2013.” End quote. 

o However, the report does note that over the next 10 years, nearly 1.2 million low-
income housing tax credit-subsidized units will reach the end of their compliance 
periods.  

o At that point, the report says that owners may: 
o apply for another round of tax credits,  
o maintain their units as affordable without new subsidies or  
o convert their properties to market-rate housing. 

• That being said, as reported in previous podcasts and previously covered in the Journal 
of Tax Credits, according to a 2012 HUD report, most low-income housing tax credit 
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properties do remain affordable after the end of their statutorily mandated compliance 
period.  

• To learn more about The State of the Nation’s Housing 2014 report visit 
www.jchs.harvard.edu.  

• There, you’ll find a copy of the report and supporting material. 
 
California Affordable Housing Budget Update 

• Next, let’s turn to state-level news. 
• Last week, we talked about the California state budget that was passed in June. 
• This week, I want to go into a bit more detail about how some of this funding will go to 

affordable housing.  
• First of all, state lawmakers have set aside $100 million from the general fund for 

multifamily housing.  
o Of that $100 million, $50 million will go to the state’s general multifamily housing 

program. 
o The other $50 million will go to the program’s supportive housing component. 

• Both parts of the program offer low-interest loans to affordable housing developers for 
multifamily rental and transitional housing. 

• I should note that properties using the 9 percent federal low-income housing tax credit 
are not eligible for the general component of the multifamily housing program. 

• But, there is an exception for supportive housing. 
• At the time of this recording, the 2014 notice of funding availability timelines have not yet 

been announced. 
• For updates, you can subscribe to email alerts from the California Department of 

Housing and Community Development, or HCD, at www.hcd.ca.gov.  
• In addition to general fund dollars, lawmakers approved another funding source for 

affordable housing. 
• $130 million in cap-and-trade revenue will fund the first year of the new Affordable 

Housing and Sustainable Communities program. 
o At least half of those funds will go directly to affordable housing. 

• The program is funded over the long-term as well. 
• At least 20 percent of future cap-and-trade revenues will be set aside for the Affordable 

Housing and Sustainable Communities program. 
• That will begin with the fiscal year 2015. 
• The Strategic Growth Council will administer the program. 
• And that council will coordinate with regional governments to identify properties and 

recommend funding. 
• Senate Bill 862 authorized the program in order to promote transit-oriented 

developments. 
• However, specific rules and definitions have not yet been finalized. 
• The council is responsible for developing those guidelines. 
• At the time of this recording, the council planned to release a framework of concepts on 

June 30. 
• And discuss this framework at its first meeting on July 10. 
• The council will consider public input over the next few months. 
• And it plans to publish a notice of funding availability by January 2015. 
• As always, I’ll keep you updated as information becomes available. 

http://www.jchs.harvard.edu/
http://www.hcd.ca.gov/
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• If you have any questions in the meantime, I encourage you to contact my partner Jim 
Kroger in our San Francisco office. 

• He can be reached at 415-356-8000. 
 
Grace Robertson 

• In wrapping up low-income housing tax credit news, I’d like to share a bit of breaking 
news from the NCSHA Housing Credit Connect conference in Chicago last week. 

• Grace Robertson will be retiring from the Internal Revenue Service later this year. 
• Grace is the IRS’s senior program analyst and technical adviser.  
• Of late, she has been leading the revisions of the Audit Technique Guide and the 8823 

Guide.  
• She is also the author of the Low Income Housing Credit Newsletter, also referred to 

colloquially as the Grace Notes. 
• Grace has used the newsletter to provide informal guidance to the low-income housing 

tax credit community since 2000. 
• Each issue features valuable information about how the IRS is interpreting various 

program rules and conducting LIHTC audits.  
• I’m an avid reader of the LIHC Newsletter and I’ll miss reading Grace’s perspective on 

various LIHTC matters.  
• I’d like to offer my thanks for the newsletter and for all the work that Grace has done 

over the years to help sustain and perpetuate the success of the Low-Income Housing 
Tax Credit program.  

• And we at Novogradac and Company LLP wish her well in her future endeavors.  
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HISTORIC TAX CREDIT NEWS 
 

Federal HTC Assigned “Watch Status” on List of Endangered Places 
• In historic tax credit news, the National Trust for Historic Preservation had assigned the 

federal historic tax credit program a “watch status.”  
• That’s a designation on its 2014 list of America’s 11 Most Endangered Historic Places. 
• The annual list highlights historic places in danger of being damaged or destroyed.  
• A “watch status” designation indicates that a site, resource, policy or program is facing a 

growing but avoidable threat. 
• The federal historic tax credit was put on “watch status” this year because Congress has 

threatened to eliminate it as part of comprehensive tax reform. 
• The National Trust defended the program by listing its accomplishments, such as: 

o The program has attracted $109 billion to the rehabilitation of nearly 40,000 
historic buildings, 

o It has created 2.4 million jobs and  
o Has revitalized downtowns nationwide. 

• Some states have also included the federal historic tax credit on their lists of most 
endangered historic assets. 

• For example, the Louisiana Landmarks Society added the program to its 2014 New 
Orleans’ Nine Endangered List. 

• The good news is that there remains strong support for preserving the historic tax credit. 
• In March, more than 300 preservationists and businesses signed a letter urging 

Congress to retain the program. 
• To learn about what you can do to help preserve the historic tax credit, please contact 

my partner Tom Boccia in our Cleveland office. 
• He can be reached at 216-298-9000. 

 
Moratorium Placed on Wisconsin HTC  

• Now, I’d like to talk about some changes to the Wisconsin historic preservation tax credit 
program.  

• You may recall that Wisconsin doubled its credit percentage last year.  
• Well, as of June 23, 29 projects had been approved for the increased credit.  
• These projects are eligible for a total of almost $35 million in state tax credits. 
• This is $31 million more in tax credits than the Department of Revenue estimated would 

be reserved in 2014,  
• This according to the Wisconsin Economic Development Corporation, which administers 

the program.  
• Because of the unexpected demand, the Wisconsin Economic Development Corporation 

is placing a moratorium on issuing the state historic preservation tax credit until further 
notice. 

• Wisconsin Economic Development Corporation’s CEO Reed Hall notified the state’s 
Joint Committee on Finance about the moratorium in a letter on June 23.  

• Hall said that the high demand has placed an unexpected burden on the state budget.  
• And thus it is necessary to review the fiscal impact to the state budget. 
• The moratorium will be in effect until a review of the budget can be adequately 

conducted. 
• And it will apply to all applications received after June 23, 2014. 
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• The Wisconsin Economic Development Corporation will work with the Governor's office 
to integrate an updated fiscal estimate and recommendations into the 2015-17 biennial 
budget. 

• The letter was not all bad news, however.  
• Hall pointed out that, if fully realized, the $35 million in tax credits could result in nearly 

$180 million in additional economic development in communities across the state.  
• We’ll be tracking the situation in Wisconsin and will bring you updates in future podcasts.  
• To read the letter, or to learn more about your state’s historic tax credit program, go to 

www.historictaxcredits.com.  
• If you’d like to talk about how the moratorium might affect your project, please contact 

my partner Charlie Rhuda at 617-330-1920. 
 
  

http://www.historictaxcredits.com/
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RENEWABLE ENERGY TAX CREDIT NEWS 
 

Inspector General Releases Section 1603 Audit Report 
• In renewable energy tax credit news, we have a cautionary tale. 
• It comes to us courtesy of the Treasury’s Office of the Inspector General, or OIG. 
• The OIG last month released an audit report of six Southern California solar projects 

developed by MSL Development. 
• The audits were part of the Inspector General’s ongoing oversight of the Section 1603 

cash grant program. 
• All six projects were small residential systems. 

o With project costs ranging from about $19,000 to $37,000. 
• The report found three main problems with the six projects. 
• First, Treasury believes that MSL doesn’t actually own five of the six properties that it 

claimed Section 1603 grants for. 
o That’s because the Treasury believes that the terms of the lease agreements that 

MSL entered into with the homeowners were a conditional sales contract, not a 
lease.  

o According to Treasury, this makes the homeowners the true owners of the solar 
systems. 

o And, under the Section 1603 program rules the entity claiming the grant must 
own the project to receive the grant. 

• For the one project that Treasury agrees that MSL does own, Treasury questioned more 
than $12,000 in project costs.  

• That project had total costs of about $31,000. 
o The majority of the costs questioned were for installation and overhead costs that 

lacked documentation and 
o Ineligible sales and commission costs. 

• However, more than $10,000 of those costs were offset by an erroneous removal of a 
taxable local grant from its project cost basis. 

• This resulted in a smaller award amount, so Treasury is only seeking a return of about 
$600.  

• That $600, along with the grants claimed for the other five systems, results in about 
$45,000 in alleged overpayments.  

• The OIG recommended that Treasury recoup this overpayment.  
• Treasury agreed with the recommendation and  
• Has already started recapture procedures at the moment.  
• The inspector general also suggested that Treasury review another 11 projects that MSL 

had received grants for.  
• Treasury believes that four of those did not qualify for the Section 1603 program. 
• Treasury also stated that MSL failed to submit the required annual reports and 

certifications for the properties. 
• OIG and Treasury agreed that Treasury should try to recapture an additional $60,000 for 

those projects. 
• In case you are wondering what some of the contributing factors are in a case like this, 

well one is certainly the fact that Treasury didn’t require certification by an independent 
accountant or supporting documentation for solar systems with project costs of less than 
$500,000. 



Summary: July 1, 2014 
 

• This poses a risk for those working on smaller projects, particularly if they’re not familiar 
with the grant program or investment tax credits, more generally.  

• If you have any questions about the audit or about a project that you are associated with, 
please contact my partner Stephen Tracy in our San Francisco office. 

• He can be reached at 415-356-8000. 
 
Bipartisan Legislation Expands ITC for Combined Heat and Power, Waste Heat to Power 

• In other renewable energy tax credit news, I’d like to talk about new bipartisan legislation 
that was introduced on June 19.  

• The Power Efficiency and Resiliency Act, or POWER Act, would make a number of 
changes to the investment tax credit. 

• It would increase the ITC for combined heat and power from 10 percent to 30 percent. 
o And would extend the credit for combined heat and power to projects that are 

placed in service before Jan. 1, 2019. 
 This would be a two-year extension.  

• It would also apply the ITC to waste heat to power. 
o Waste heat to power is the process of capturing heat that is discarded by an 

existing industrial process and using that heat to generate power. 
o This is currently excluded from the ITC. 

• And, the bill would increase the applicable capacity of combined heat and power projects 
to 25 megawatts. 

o And it would eliminate the 50 MW project cap.  
• Finally, it would extend the 30 percent ITC for waste heat to power projects for an 

additional two years, through 2018.  
o Under current law, waste heat to power projects must be operational before the 

credit expires on Dec. 31, 2016 to be eligible for the credit.  
• The POWER Act has been referred to the House Committee on Ways and Means.  
• To read the bill, go to www.energytaxcredits.com.  

 
 
 
 
 

 

 
 

 

 
 
 

http://www.energytaxcredits.com/

