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Michael J. Novogradac, CPA, updates listeners on the fiscal challenges facing the federal 

government and on tax reform and extenders hearings. In renewable energy news, he informs 

readers about a production tax credit support letter and new guidance on qualified energy 

conservation bonds. In historic tax credit news, he alerts readers to the impending release of 

Rutgers University’s annual report on the historic tax credit and the recent award of state 

historic tax credits in Ohio. In low-income housing tax credit news, he shares the plaintiff’s 

response to the Texas Department of Housing and Community Affairs remediation plan in its 

Fair Housing Act case and reveals the results of a study on the economic impact of affordable 

housing development in New York. Finally, in new markets tax credit news, he updates listeners 

on the potential release of the NMTC notice of allocation availability. 

 

 

 

Summaries of each topic:  
1. General News (2:11 – 7:44) Page 2-3 

2. Renewable Energy Tax Credits (7:45 – 10:52) Pages 4 

3. Historic Tax Credits (10:53 – 13:20) Page 5 

4. Low-Income Housing Tax Credits (13:21 – 19:06) Pages 6-7 

5. New Markets Tax Credits (19:07 – 20:35)  Page 8 

 

 

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  
 

Chairman Camp Promises Tax Reform in 2013 
• In an op-ed last week in The Hill, House Ways and Means Committee Chairman Dave 

Camp foreshadowed his plans for tax reform.  
• He vowed that before August, House Republicans will  

1. clearly state their principles for comprehensive tax reform and  
2. enact an expedited process to compel comprehensive tax reform in 2013. 

• Chairman Camp said the promised set of principles will be based on the tax reform 
policies included in previous House-passed budgets, which  

o lower the top tax rate to 25 percent,  
o eliminate the alternative minimum tax,  
o transition the U.S. to a territorial tax system and  
o keep revenue levels at 18-19 percent of gross domestic product.  

• He said that the tax code should be simpler, flatter and fairer.  
 
Impending Sequestration Sparks Debate over Tax Credits 

• Meanwhile, pressure continued to build in Washington, D.C. as Congress inches closer 
and closer to the edge of the so-called fiscal cliff.  

• Last week, Senator John McCain, ranking member of the Armed Services Committee, 
proposed eliminating tax subsidies such as the ethanol tax credit to raise revenue.  

• Sen. McCain wants to use that revenue to avoid cuts in defense spending mandated by 
the $110 billion per year sequester put in place in the Budget Control Act of 2011.  

• BNA reports that Senate Finance Committee Chairman Max Baucus was quick to rule 
out using revenues raised from eliminating tax subsidies as a way to prevent the 
sequester. 

• On the other side of the aisle and in the other house of Congress, Chairman Camp is 
also reported to oppose the idea.  

• The Hill reports that Camp invited Grover Norquist to address House members and their 
staff and advise them against closing tax loopholes for uses other than rate reduction.  

• In related news, Bloomberg reported that congressional leaders were weighing whether 
to delay sequestration until March 2013. 

• According to Bloomberg, lawmakers are mulling legislation that would delay 
sequestration, fund the government through at least March and temporarily extend the 
Bush-era tax cuts and other tax provisions.  

• The fiscal outlook may be further complicated by the Supreme Court’s ruling last week to 
uphold the Affordable Care Act.  

• At the time of this recording, the Congressional Budget Office or CBO was in the 
process of reviewing the Supreme Court’s decision to assess the effect on the CBO’s 
projections of federal spending and revenue under current law.  

• The CBO hasn’t provided an estimate of when its assessment will be complete, only that 
it will “probably take some time.” 

• So stay tuned.  
 

Senate Finance Committee Tax Extenders Update 
• It appears that the Senate Finance Committee may mark up an extenders bill this month.  
• The current approach would be a one-year extension of all expiring provisions. 
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• One question will be which extenders are included. 
• There appears to be strong support for the new market tax credit and the wind energy 

production tax credit. 
• Another question is whether or not the bill will be paid for. 
• The cost of the bill will range from $30 to $35 billion, depending on which extenders are 

included.  
• Although it is good that the Senate committee may be moving forward with a markup of 

the extenders bill, we don’t believe passage of an extenders bill is likely to occur before 
the November elections, given that a Senate finance committee bill would still have to be 
passed by the Senate and the House. 

 
Hearings 

• I’d like to close with a note about two hearings. 
• First, the capital gains and tax reform hearing scheduled for last Thursday was 

postponed because of the Supreme Court’s Obama Care ruling. 
• The new date of the hearing has not been determined. 
• Second, on July 10 the House Financial Services Committee Subcommittee on 

Capital Markets and Government Sponsored Enterprises will hold a hearing on 
the Dodd-Frank Act’s impact on job creators, credit and financial institution 
customers.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 

18 Freshman Lawmakers Join Call for Production Tax Credit Extension 
• Last week Representative Kristi Noem  and a bipartisan group of 18 House freshmen 

joined the growing number of lawmakers calling for a quick extension of the renewable 
energy production tax credit.  

• The bipartisan group of lawmakers sent a letter to House Speaker John Boehner, 
Majority Leader Eric Cantor and Majority Whip Kevin McCarthy, urging them to bring an 
extension of the production tax credit to the House floor as soon as possible. 

• In statement about the effort, Congresswoman Noem said she supports the effort 
because thousands of jobs will be at risk if the tax credit isn’t extended.  

• Noem is a cosponsor of H.R. 3307, which would extend the production tax credit for 
wind energy through January 1, 2017. 

• It’s worth noting that many of the cosigners do not support permanent tax credits.  
• Even so, the letter says, quote  

o “ … if the PTC is allowed to expire before comprehensive tax reform, this industry 
will have already lost half its workforce, the manufacturing infrastructure, and 
investor confidence it will need to survive on its own. We are committed to 
working with you and the wind industry to ensure that it is standing on its own two 
feet in the near future. But, in the meantime, it would be a disservice to our 
country’s energy security to let an industry that has come so far suffer such a 
setback.”  

• You can read a copy of the letter, and track the progress of extension legislation at 
www.energytaxcredits.com.  

 
IRS Issues Guidance on Qualified Energy Conservation Bonds 

• Guidance issued last week by the Internal Revenue Service is expected to make it 
easier for state and local governments to access more than $2 billion in Qualified Energy 
Conservation Bonds.  

• These bonds provide state and local governments access to low-cost financing to fund 
energy efficiency and renewable energy programs.  

• The guidance is meant to give greater clarity on program standards and promoting the 
potential utilization of qualified energy conservation bonds.  

• Notice 2012-44 addresses questions regarding qualified conservation purposes eligible 
for financing with these bonds, including  

1. how to measure reductions of energy consumption in publicly-owned buildings by 
at least 20 percent and  

2. what constitutes a “green community program.”  
• The notice’s guidance is provided in the form of questions and answers regarding certain 

interpretative issues.   
• There are 11 questions and answers in all, and the IRS says issuers should rely on this 

information until additional guidance, if any, is provided.  
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HISTORIC TAX CREDIT NEWS 

 
Annual Historic Tax Credit Report Due Next Week   

• Reports indicate that Rutgers University will release its annual report on the economic 
impact of the federal historic tax credit next week.  

• The annual report summarizes the fiscal impacts of the federal historic on  
o jobs,  
o income,  
o gross domestic product,  
o economic output and  
o the generation of federal, state and local taxes.  

• When the report is available it will be posted on the Historic Tax Credit Coalition’s web 
site, as well as Novogradac & Company’s Historic Tax Credit Resource Center, 
www.historictaxcredits.com.  

• And tune in again next week to hear about the findings in the latest report. 
 
Ohio Announces State Historic Preservation Tax Credit Awards  

• Last week, on June 26, the Ohio Department of Development awarded $35.8 million in 
Ohio Historic Preservation Tax Credits.   

• The tax credits were awarded to 18 owners planning to rehabilitate 44 historic buildings 
in 10 communities.  

• The Ohio Department of Development says those projects are expected to leverage 
more than $237 million in private investments. 

• The awards were made possible through renewal of the program in the state's fiscal year 
2012-2013 budget, which allocates $60 million annually to the Ohio Historic Preservation 
Tax Credit program.  

• The Ohio Historic Preservation Tax Credit program provides tax credits equal to 25 
percent of qualified rehabilitation expenditures. 

• To date, eight rounds of tax credits have been approved for 142 projects in 34 cities, 
totaling more than $290 million.  

• According to a Cleveland State University study released in May 2011, $1 million in tax 
credits generates  

o $8 million in construction spending,  
o $40 million in total economic activity, and  
o nearly 400 jobs from construction and operations.  

• To read about the recipients of the eighth round of Ohio Historic Preservation Tax 
Credits, go to development.ohio.gov.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 

 
Texas Fair Housing Case Update 

• And now for an update on the Texas fair housing case. 
• As listeners may recall, in the case, Inclusive Communities Project, or ICP, claimed that 

the Texas Department of Housing and Community Affairs’ allocation of federal low-
income housing tax credits has had a disparate racial impact in some communities.  

• In March 2012, the Dallas Federal District Court ruled that the agency’s allocation 
practices did, that’s right, did have a disparate racial impact, albeit an unintentional one.  

• Under the ruling, the Texas Department of Housing and Community Affairs had to come 
up with a remediation plan to address the Fair Housing Act violations.  

• The agency filed its proposed remediation plan on May 18.  
• The agency’s plan focuses on:  

o Giving proposed developments located in defined high opportunity areas the 
greatest incentives allowed by state law; and 

o Giving developments in qualified census tracts that are part of concerted 
revitalization plans co-equal incentives.  

o The agency envisions that the revitalization incentive will set a very high 
threshold, making it unlikely to yield a number of successful applicants in 
qualified census tracts such that it would perpetuate any discriminatory patterns 
found to have occurred unintentionally.  

• ICP has released a summary of its position on the housing finance agency’s proposed 
plan.  

• The summary addresses 12 points in the agency’s plan and mentions several areas that 
the agency’s plan fails to address.  

• ICP objects to a number of the provisions, including those related to the following: 
o The agency’s use of discretion to bring allocation decisions in line with the Fair 

Housing Act;  
o The inclusion of applications for elderly units in its strengthened definition of high 

opportunity areas and allowing elderly units to be eligible for a 130 percent basis 
boost.  

o The addition of the remedial balance and the Revitalization Index for awarding 
tax credits; and, 

o The strengthening of incentives for properties in revitalization areas. 
• In addition, the ICP took issue with several distance requirements that it considered 

arbitrary.  
• The group added that the plan fails to address several issues, including: 

o The 4 percent LIHTC program; 
o The threshold criteria for the 4 percent and 9 percent programs;  
o The housing finance agency’s discretion in awarding credits; and 
o Making it clear that the remedial plan only covers the five-county remedial area. 

• You can find a copy of the Inclusive Communities Project’s response to the housing 
finance agency’s plan, as well as additional documents related to the case at 
www.taxcredithousing.com.  
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New York Affordable Housing Study 
• The New York State Association for Affordable Housing, NYSAFAH, has released a 

study that shows that the development of affordable housing increases economic activity 
across the state.  

• The report, entitled “Economic Impacts of Affordable Housing on New York State’s 
Economy,” found that affordable housing is a key driver of economic activity, job creation 
and neighborhood revitalization. 

• It also found that state dollars leverage significant federal and city resources, as well as 
private investment.  

• Researchers studied housing development data from the New York City Department of 
Housing Preservation and Development and the New York State Department of Homes 
and Community Renewal. 

• The data relates to housing development activities conducted between 2003 and 2010.  
• The study found: 

o Affordable housing development leverages $1.3 billion in total public investment 
annually. Nearly 80 percent of that comes from federal sources.  

o Every dollar of public investment leverages more than a dollar in private 
investment. This results in $1.5 billion in private investment in affordable housing 
development each year. 

• The study also showed that affordable housing development generates jobs and spinoff 
economic activity.  

• This activity includes: 
o 31,800 jobs during construction and 5,650 permanent jobs  
o $2.6 billion in economic spinoff spending during construction and  
o a sustained $650 million in annual economic spending on local goods and 

services and building maintenance.  
• This is just a small sampling of what researchers found.  
• In addition to studying the statewide effects of affordable housing development, the 

researchers studied affordable housing development in New York City and performed 
case studies on two neighborhoods.  

• If you would like to read the entire report, I encourage you to visit the Affordable Housing 
Resource Center.  
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NEW MARKETS TAX CREDIT NEWS 
 
Next Round of NMTC Allocation Update 

• We have learned that the notice of allocation availability for the next new markets tax 
credit application round isn’t likely to be available until next week at the earliest. 

• We also remind our listeners that at the Novogradac June 2012 NMTC Conference, 
NMTC program manager Bob Ibanez also noted that  

o Loan loss reserve as a flexible product was being taken out 
o Subordinated debt will be replaced with subordination as a flexible product 
o The maximum allocation award would be reduced to $100 million cap 
o He also noted that the higher distress percentage will remain at 75%  
o There would be no new community accountability requirements 

• We’ll send out a breaking news alert once the NOAA is available. 
• If you have questions aboput the NOAA or preparing an application, I encourage you to 

contact one of the Novogradac partners at an office near you or Brad Elphick in our 
Atlanta office. 

• We will be hosting a webinar within a couple of weeks of the release of the next NOAA.  
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