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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, alerts listeners to a 

House Subcommittee on Select Revenue Measures hearing on the Tax Reform Act of 2014 and 

dynamic scoring. In low-income housing tax credit news, he shares his analysis of the Council 

of Development Finance Agencies’ report on the use of 2013 volume cap and discusses the 

results of an audit of the Delaware State Housing Authority’s compliance with the low-income 

housing tax credit exchange program. In new markets tax credit news, he briefly discusses the 

Community Development Financial Institutions Fund’s release of New Markets Tax Credit 

program data, provides an update on the 2014-2015 New Markets Tax Credit program Notice of 

Allocation Availability and shares information about legislation that would create a state-level 

new markets tax credit program in North Carolina. In renewable energy tax credit news, he has 

an update about a case that Alta Wind has brought against the federal government regarding 

the payment of Section 1603 grants in lieu of investment tax credits. In historic tax credit news, 

he has information about Pennsylvania’s first round of historic tax credit awards.  

 

 
 
Summaries of each topic:  

1. General News (2:20 – 4:59) Page 2 

2. Low-Income Housing Tax Credits (5:00 – 11:29) Pages 3-5 

3. New Markets Tax Credits (11:30 – 15:19) Pages 6-7 

4. Renewable Energy Tax Credits (15:20 – 19:04) Pages 8-9 

5. Historic Tax Credits (19:05 – 20:36) Page 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 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 
 

Tax Reform Act Dynamic Scoring Hearing 
• In general news, I’d like to alert you to a tax reform hearing that the House 

Subcommittee on Select Revenue Measures is hosting tomorrow morning, July 30.  
• Chairman Pat Tiberi will be leading a discussion on dynamic analysis of the discussion 

draft of the Tax Reform Act of 2014. 
o House Ways and Means Committee Chairman Dave Camp introduced the 

discussion draft in February. 
o And various Ways and Means subcommittees, like the Select Revenue 

Measures Subcommittee, have been discussing different aspects of the plan for 
the last few months.  

• As I said, this hearing will address dynamic analysis of how the proposed changes could 
affect the economy.  

• Dynamic analysis is also referred to as dynamic scoring. 
o It’s a type of economic analysis that considers how people’s behavior will change 

in response to changes in the tax code and then accounts for those changes 
when considering the effect of a policy change. 

o An example of this would be considering the taxes collected from revenue 
generated by housing units built using the low-income housing tax credits when 
considering the effect of the Low-Income Housing Tax Credit program on the 
nation’s income. 

• I should note that a more accurate description would be to refer to dynamic analysis as 
macro analysis as the current scoring practice considers the economic changes, it just 
doesn’t consider the larger macro-economic changes. 

• But, it is commonly referred to as dynamic scoring, so I’ll do that here.  
• The Joint Committee on Taxation, or JCT, performed static and dynamic analysis of the 

potential effects of the proposed changes.  
o Unlike dynamic analysis, static analysis doesn’t account for any changes to the 

nation’s income caused by the policy changes.  
• Outside economists also performed dynamic analysis on the proposals. 
• On Wednesday, the subcommittee will hear from a few of those economists who 

performed this macro-economic analysis. 
• The subcommittee  will discuss  

o dynamic estimates of the effects of Chairman Camp’s discussion draft;  
o how dynamic analysis can help to assess the impact of tax reform;  
o what changes could be made to the draft to achieve stronger growth; and  
o what changes could be made to JCT’s models, assumptions, or procedures to 

obtain more transparent, accurate and robust results.  
• The subcommittee will accept written comments until Wednesday, Aug. 13. 
• You can learn more about the hearing on the House Ways and Means Committee’s 

website. 
• I’ll also bring you an update on the results of the hearing next week.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 

CDFA Releases 2013 National Volume Cap Report 
• In low-income housing tax credit news, and as I mentioned in a tweet last Friday, I’m 

opening up this portion of the podcast with my take on the Council of Development 
Finance Agencies’ recently released Annual Volume Cap Report. 

• The Council of Development Finance Agencies, or CDFA, released its findings last 
week.  

• The CDFA surveyed state allocating agencies and examined their end-of-year reports.  
• All of the states except four submitted complete data.  
• The states that did not submit complete data were Maryland, Mississippi, New Jersey 

and Tennessee. 
• The CDFA collects the information to help understand and evaluate the use of private 

activity bonds.  
o This is part of its mission as a national association dedicated to the advancement 

of development finance concerns and interests. 
• The report found that the total dollar amount of private activity bonds issued in 2013 

decreased compared to 2012. 
o This marks the third consecutive year that total issuance declined. 
o By way of reference  

 In 2010, bond issuance reached $14.5 million.  
 Since then, it has decreased annually. 
 In 2013, it was $8.8 billion.  

• More than $60 billion of tax-exempt bonds carry forward out of 2013 into 2014. 
o This carryforward is up from more than $56 billion carried into 2013.  

• The four states with the most carryforward are:  
o California with $7.5 billion,  
o Florida with $5 billion, 
o Pennsylvania with $3.3 billion, and  
o Ohio with $3 billion.   

 These four states are about one-third of the carryforward. 
• Only six states and Washington, D.C. are carrying into 2014 bond volume that is less 

than their annual new allocation.   
• The six states are: 

o Arizona, 
o Hawaii, 
o Illinois, 
o Massachusetts, 
o New York and  
o North Carolina. 

• Furthermore, nearly $12 billion of bonds carried into 2013 were forfeited, abandoned, 
lost or never used. 

• Which states forfeited the most? 
o California forfeited $1.75 billion,  
o Florida $1.3 billion,  
o Texas $1 billion  
o Ohio $943 million,  
o Georgia $830 million, and  
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o Michigan forfeited $720 million.   
 These six states make up 55 percent of the abandoned bond cap. 
 That’s bond cap that will never be used. 

• CDFA surveyed private activity bond issuance figures and found that they are in-line with 
the overall municipal bond market. 

• The market declined more than 12 percent in 2013.  
• On the multifamily housing front, more than $4.7 billion in multifamily bonds were issued 

in 2013.  
• In 2012, multifamily bonds made up $5 billion of the issuance.  
• And nearly $4.6 billion in 2011.   
• Of the $4.7 billion in multifamily bond issued in 2013,  
• The top three states were 

o New York leads the way at $1.7 billion,  
o then California at $1.1 billion,  
o then Massachusetts at $490 million.   

 These three states make up about 70 percent of all multifamily bond 
usage. 

• The full report, called “An Analysis of 2013 Private Activity Bond & Volume Cap Trends,” 
can be downloaded at www.cdfa.net.  

• And we also ask you to email us your thoughts on the report. 
• Simply send us an email at CPAs@novoco.com. 

 
Audit Finds Delaware Complied with LIHTC Exchange Program Rules 

• In other news, the Treasury’s Office of the Inspector General released an audit of the 
Delaware State Housing Authority regarding its administration of the low-income housing 
tax credit exchange program. 

• As you may know, the low-income housing tax credit exchange program is part of the 
American Recovery and Reinvestment Act of 2009. 

• In 2009 and 2010, state housing agencies were allowed to exchange part of their low-
income housing tax credit allocations for cash.  

• The audit report found that the Delaware housing authority complied with the majority of 
the exchange program rules. 

• It met the requirements for 
o receiving program exchange funds, 
o sub-awarding funds to low-income housing developments, 
o creating a process for monitoring compliance and long-term viability of 

developments and  
o submitting necessary reports. 

• The auditors only found issue. 
o The housing authority did not create a separate bank account for exchange 

program funds, as required. 
• The reason that the housing authority did not set up a separate account is that Delaware 

state law requires exchange program funds to flow from the State of Delaware’s bank 
account. 

• The housing authority said it will request that the Office of the Fiscal Assistant Secretary 
waive the bank account requirement for Delaware. 

http://www.cdfa.net/
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• In the meantime, the report determined that the housing authority still met overall 
financial management requirements because it kept a separate ledger account for the 
nearly $20.6 million it received through the exchange program in 2009. 

• Those funds, by the way, helped build six developments with 401 affordable housing 
units placed in service between September 2009 and July 2013. 

• To read a copy of the audit, go to www.taxcredithousing.com.  
• Those with questions about the tax credit exchange program can contact my partner 

Mike Morrison in our San Francisco office at 415-356-8000. 
  

http://www.taxcredithousing.com/
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NEW MARKETS TAX CREDIT NEWS 
 

NMTC Investment Data 
• In new markets tax credit news, I want to give you a heads up about some data that the 

Community Development Financial Intuitions Fund, or CDFI Fund, released last week.  
• The CDFI Fund has created a database of new markets tax credit investments made 

between fiscal year 2003 and 2012. 
• The data show that more than $31 billion in NMTC investments have revitalized low-

income communities.  
• The CDFI Fund found that  

o 58 percent of investments were in real estate and leasing activities;  
o 40 percent of investments were in operating businesses; and  
o 2 percent of investments were in other financing purposes. 

• This is just a brief overview.  
• And there are reams of information in the database. 
• We at Novogradac & Company are analyzing the data and I’ll bring you more information 

about how the new markets tax credit has been used in low-income communities in next 
week’s podcast.  

• In the meantime, you can view the original data at the New Markets Tax Credit Resource 
Center.  

• And, if you have any questions about the new markets tax credit program, please 
contact my partner Annette Stevenson in our Cleveland office.  

• She can be reached at 216-298-9000. 
 
NMTC Application Round 

• And now a quick update on the next new markets tax credit application round.  
• Last month, I tweeted that the CDFI Fund planned to open the next application round in 

late July. 
• Well, July is almost over.  
• And as I record this podcast the NOAA hasn’t been released.  
• I’ll be sure to tweet any news as soon as I hear it.  
• You’ll also be able to access the new application and related materials at the New 

Markets Tax Credit Resource Center once the application is released.  
• And, once the application is released, Novogradac & Company will host a webinar on 

the application preparation process.  
• So stay tuned! 
• And if you need assistance with a new markets tax credit application, please send me an 

email at michael.novogradac@novoco.com. 
 
North Carolina NMTC Bill Reaches Senate Finance Committee 

• In state-level news, a bill to create a state new markets tax credit in North Carolina was 
referred to the state Senate Finance Committee earlier this month.  

• If enacted, the bill would create a new markets tax credit for business investments in 
low-income communities.  

• The program could be especially helpful in raising capital for rural businesses.  
• The $208 million program would set aside $156 million in allocation authority for 

investments in rural census tracts. 
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o The remaining $52 million would go into a general statewide reserve with no 
geographic restrictions. 

• I should note that community development entities may apply for both rural reserve and 
statewide reserve funding.  

o They would have to submit separate applications. 
• If the bill becomes law, the state department of commerce would begin accepting 

applications for allocation authority in January 2015. 
• The program would expire in July 2017, unless further extended. 
• At the time of this recording, it’s unclear when the bill would be considered by the full 

Senate. 
• We’ll keep you updated on its progress. 
• You can find a copy of the New Markets Jobs Act of 2014 or House Bill 680 at 

www.newmarketscredits.com.  
• To learn more about the legislation or about new markets tax credit programs in your 

state, please contact my partner Brad Elphick in our metro Atlanta office at 678-867-
2333. 

  

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

Alta Wind and Section 1603 Grants 
• In renewable energy tax credit news, I have an update on a case that is before the U.S. 

Court of Federal Claims.  
• The case concerns the payment of Section 1603 grants in lieu of investment tax credits. 
• The case is a little complicated, but for our listeners, it comes down to the IRS’s ability to 

look beyond the stated purchase price in sale-leaseback transactions. 
• Here’s a little background on the case, courtesy of the law firm Hunton & Williams.  
• In the Alta Wind case, 20 plaintiffs argue that the U.S. Treasury has unfairly reduced the 

amount of Section 1603 grants that they are entitled to for wind energy projects.  
• At issue is what the proper cost basis of the wind energy property is for grant purposes.  

• As you may recall, the Section 1603 grants are for 30 percent of the cost of 
developing “specified energy property.” 

• I’ve reported on several audits in which Treasury found that illegible costs were 
included in the grant requests submitted to Treasury.  

• In those instances, the cash grants had already been paid out when Treasury 
discovered that ineligible costs were included in the grant application. 

• In the case of the Alta Wind plaintiffs, Treasury reduced the amount of the grants before 
they were paid out.  

• Treasury said that the cost bases for the projects were overstated. 
• The result was that the Alta Wind plaintiffs received about $226 million less than 

they had requested.  
• Alta Wind disagreed and is suing to get what it believes to be the full amount it is owed 

for the projects, all of which were owned under sale-leaseback agreements. 
• A few months ago, Alta Wind requested a summary judgment from the court. 

• The plaintiffs said that the buyer’s cost basis, or their cost basis, equals the 
purchase price unless there are, quote “peculiar circumstances.” 

• And that sale-leasebacks are not peculiar.  
• So they were entitled to a summary judgment as a matter of law. 

• In response to the request for summary judgment, the federal government filed a motion 
for discovery. 

• The government argued that there is a potential for abuse in a sale-leaseback 
transaction. 

• And so the government would like to review the documents related to asset 
schedules, appraisals and independent accountant certification. 

• Well, the court agreed with the government and granted the motion for discovery. 
• The court gave four reasons for its decision. 

1. The sale-leaseback transactions could result in a higher purchase price without 
lowering the buyer’s targeted return on the investment. 

2. It appears that project appraisal values may have dictated purchase prices and 
that may preclude summary judgment. 

3. Both parties should have access to the underlying calculations to ensure that the 
court considers the correct valuations. 

4. The court must have full access to cost and other documents to identify that the 
amount claimed doesn’t include any ineligible items.  
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• According to Hunton & Williams analysis of the court’s decision, the courts actions 
indicate that the sale-leaseback may be viewed as “peculiar circumstances” for wind 
energy transactions. 

• And that Section 1603 grant applicants may need to pay special attention to what they 
include in their cost basis and eliminate intangible values from their claims. 

• We’ll be following this case as it progresses and will bring you updates as they occur.  
• If you have any questions about your renewable energy projects or the Section 1603 

program, I suggest that you contact my partner Tyler Gibbs.  
• He can be reached at 248-353-3106. 
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HISTORIC TAX CREDIT NEWS 
 

First Round of Pennsylvania HTC Awards  
• In historic tax credit news, I have a great update from Pennsylvania.  
• As regular listeners will recall, Pennsylvania’s historic tax credit program recently made 

it into the state’s fiscal year 2014-2015 budget.  
• And now, the Pennsylvania Department of Community and Economic Development, 

which administers the credit, has made its first round of awards. 
• The state received 34 applications for the inaugural round of the program. 

o The applicants requested almost $14 million in tax credits. 
o That’s almost five times the annual cap of $3 million.  

• The Department of Community and Economic Development awarded credits to 15 
commercial projects in 10 counties.  

o Applicants in certain regions were awarded credit reservations on a first-come, 
first-serve basis. 

• The CF Adams building in Erie, Pa. received the largest award. 
o It received almost $370,000 in tax credits. 
o The building will be transformed into the Erie Insurance Heritage Center. 

• Another development that I would like to highlight is the adaptive reuse of St. Peter's 
Episcopal Church complex in Germantown. 

o It received a $250,000 award. 
o The church complex is being converted into a Waldorf School.  

• To learn more about the Pennsylvania historic tax credit, go to 
www.historictaxcredits.com.  

• Or, if you have any questions, I encourage you to contact my partner Charlie Rhuda in 
our Boston office.  

• He can be reached at 617-330-1920. 
 

 

http://www.historictaxcredits.com/

