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Michael J. Novogradac, CPA, discusses the debt limit developments in 

Washington, D.C. He also discusses the efforts of the Rental Policy Working Group, 

highlights from NCSHA’s 2009 low-income housing tax credit utilization data, findings of 

a cost analysis of permanent supportive housing, and Novogradac & Company’s plans 

to celebrate the 25th anniversary of the low-income housing tax credit. In the historic tax 

credit segment, he gives a quick update on the IRS appeal in the Historic Boardwalk Hall 

case and shares details about the next meeting of the Advisory Council on Historic 

Preservation. Then, he discusses the provisions of the bipartisan New Markets Tax 

Credit Extension Act of 2011. And finally, he discusses an upcoming congressional 

hearing on energy tax policy, the introduction of the Geothermal Tax Parity Act of 2011, 

and the provisions of Oregon’s Renewable Energy Resource Equipment Manufacturing 

Facility Tax Credit.  

 

Summaries of each topic:  

1. General News (2:22 – 11:20) Pages 2-4 

2. Low-Income Housing Tax Credits (11:21 – 20:33) Pages 5-7 

3. Historic Tax Credits (20:34 – 22:47) Page 8 

4. New Markets Tax Credits (23:48  – 24:37) Page 9  

5. Renewable Energy Tax Credits (24:38 – 30:13) Pages 10-11 

 

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 Ceiling  

 As listeners know, the political tug of war over the debt limit continued last week 
and through the weekend.  

 Late Sunday evening, President Obama and congressional leaders announced 
that they had reached agreement on a framework for a deal to cut trillions of 
dollars in federal spending over the next 10 years and allow for an increase in the 
debt limit.  

 Democratic and Republican leaders in Congress spent yesterday making final 
arguments to their parties’ members in advance of votes.  

 In the House, the bill ultimately passed yesterday; in the Senate, the bill is 
expected to pass today.  

 Initial reports indicated that there was relief but little enthusiasm for the 
compromise agreement that was finally reached.  

 The New York Times quotes Senate Majority Leader Harry Reid as saying on the 
Senate floor yesterday, quote: “People on the right are upset. People on the left 
are upset. People in the middle are upset.” Close quote.  

 The final deal will immediately enact 10-year discretionary spending caps that 
are expected to generate $900 billion in deficit reduction. 

 The White House says these caps will reduce domestic discretionary spending to 
the lowest level since President Eisenhower was in office.  

  The president will be authorized to increase the debt limit by at least $2.1 trillion, 
eliminating the need for further increases until 2013.    

 The deal also tasks a 12-member, bipartisan congressional Super Committee 
with identifying an additional $1.5 trillion in deficit reduction; the White House 
says all the priorities of both parties will be on the table during this process – 
including both entitlement reform and revenue-raising tax reform.  

 That committee is required to report legislation by November 23, 2011, and that 
legislation would receive fast-track protections.  

 Congress would then be required to vote on the committee’s recommendations 
by December 23, 2011. 

  The deal includes a so-called enforcement mechanism established to force all 
parties to agree to balanced deficit reduction.  

 If the committee fails, this enforcement mechanism will trigger spending 
reductions beginning in 2013 – split 50/50 between domestic and defense 
spending.  

 The White House summary says that the enforcement mechanism protects 
Social Security, Medicaid, Medicare benefits, unemployment insurance, 
programs for low-income families, and civilian and military retirement from any 
cuts.      

 At the time of this recording, the compromise had been approved by the House 
and was expected to be approved by the Senate and signed by the president.   

 
Tax Reform  

 One of the many topics that have been brought to center stage during the debate 
over the debt limit has been tax reform.  
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Senate Finance Committee Hearing  
 Last week on July 26, the Senate Finance Committee held a hearing entitled 

“Perspectives on Deficit Reduction: A Review of Key Issues.” 
 In a statement prepared for the hearing, Ranking Member Orrin Hatch addressed 

the trend in debt limit plans to require the Senate Finance Committee to 
undertake tax reform and specifically, the calls for changes to tax expenditures. 

 Senator Hatch said he believes the tax code should be reformed to promote 
fairness, simplicity, growth in jobs and the economy, and efficiency.  

 However, he emphasized that he does not believe that raising revenue by “horse 
trading” selected tax expenditures against each other is true reform.  

 He said that tax expenditures should be thoroughly examined in the context of 
tax reform, and not as one-off efforts at raising revenue.  

 Senator Hatch noted in his statement that the Joint Committee on Taxation lists 
more than 217 tax expenditures.   

 As such, he said a comprehensive examination of tax expenditures will require 
examination of a host of factors, including distributional effects and interactions 
among various features of the tax code. 

 He said, quote, “We need to look at the forest of individual and corporate tax 
expenditures, and not merely three trees that appeal to focus groups or along the 
campaign trail … We need to look across the board at tax expenditures, and not 
simply at whatever subset happens to serve political or campaign interests.” 
Close quote.  

 During the hearing, Robert Greenstein, president of the Center on Budget and 
Policy Priorities, also argued that deficit-reduction plans should cover both the 
expenditure and the revenue sides of the budget.  

 Greenstein suggested that policymakers should aim for deficit-reduction 
packages that, over time, are split about 50-50 between outlay reductions and 
revenue increases, with much of the new revenues coming from scaling back tax 
expenditures.  

 Links to all the prepared testimony from this hearing can be found online at 
www.novoco.com by clicking on the Hot Topics button.  

 
Rep. Camp Comments to the Chamber of Commerce 

 Last week, on July 27, House Ways and Means Committee Chairman Dave 
Camp delivered remarks to the U.S. Chamber of Commerce in which he also 
addressed the topic of tax reform.  

 He said, and I quote, “It might seem like circular reasoning, but tax reform should 
reform taxes. It shouldn’t be used to raise taxes.”  

 He went on to repeat a theme that has been repeated by several lawmakers this 
year: that the tax code should not pick winners and losers, nor should it be a tool 
of industrial policy.  

 Chairman Camp said that lawmakers should reduce the number of expenditures, 
credits, deductions and exemptions that bestow preferential treatment on various 
groups and activities. 

 And finally, he said that above all else, the tax code must be conducive to 
growth and job creation.  

 He said, quote “Tax reform should encourage economic growth and job creation, 
not hinder it.”  
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 This final point is of particular interest to the tax credit community, as it has been 
clearly documented that the low-income housing tax credit, new markets tax 
credit, historic tax credit and renewable energy tax credits all help create jobs.  

 And as tax reform efforts continue to gain momentum in Washington, D.C., it will 
be more important than ever for the tax credit communities to convey to 
lawmakers how these tax credits contribute to the economy and create jobs.  

 
Ways and Means Subcommittee Hearing Announced   

 In related news, Congressmen Pat Tiberi and Charles Boustany announced a 
hearing on the intersection of energy policy and tax policy for tomorrow, August 
3.  

 Congressman Tiberi is chairman of the Subcommittee on Select Revenue 
Measures and Congressman Boustany is chairman of the Subcommittee on 
Oversight.   

 Tomorrow’s hearing will be a joint hearing of the two subcommittees that will 
focus on the dual priorities of comprehensive tax reform and a sustainable 
energy policy.  

 I will discuss that hearing in more detail in a few moments during our renewable 
energy tax credit discussion.  

 
25th Anniversary of the Tax Reform Act 

 Finally, while we’re on the topic of tax reform, I’d like to note that this year marks 
the 25th anniversary of the passage and enactment of the Tax Reform Act of 
1986.  

 The Tax Reform Act was the last major reform of the tax code, and of special 
interest to our listeners, was the enacting legislation for the low-income housing 
tax credit.  

 Novogradac & Company will be celebrating this milestone next month, and I will 
discuss those plans in more detail in the low-income housing tax credit portion of 
this week’s podcast.  

 So stay tuned.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Rental Housing Alignment Meeting  

 On July 27 the White House’s Domestic Policy Council announced the launch of 
two federal alignment pilot programs to better serve low-income renters, while 
reducing regulatory burden on affordable housing developers and owners.  

 At a Rental Alignment Conference at the White House, federal, state, local, and 
private-sector stakeholders discussed the progress being made on other 
administrative solutions to better align affordable rental housing programs 
administered by the Department of Housing and Urban Development, the 
Department of Agriculture and the Department of the Treasury.   

 As listeners know, there are a number of affordable housing programs supported 
and administered separately by different federal departments that respond to 
different needs.  

 And over time, affordable housing developers and owners have become 
increasingly reliant on multi-layered finance and subsidy structures.  

 But these programs have not always been designed well to work with each other.  
 As a result, affordable housing owners and developers can be burdened by 

overlapping administrative requirements.  
 Last year the White House’s Domestic Policy Council established the interagency 

Rental Policy Working Group to respond to the need for better coordinated 
federal rental policy.  

 The Rental Policy Working Group has engaged state, local, individual and private 
stakeholders to identify administrative changes that could increase overall 
programmatic efficiency and enhance the ability of communities to create and 
preserve affordable housing.   

 Through this process, recommendations have been developed to align:  
o physical inspections,  
o financial reporting,  
o appraisals,  
o market studies,  
o capital needs assessment,  
o energy efficiency,  
o fair housing enforcement compliance,  
o subsidy layering reviews, and  
o tenant income certifications. 

 The White House reported on its blog last week that of these opportunities, two in 
particular – physical inspections and subsidy layering reviews – were deemed 
particularly ripe for immediate implementation.   

 As such, last week the group launched two pilot programs to test solutions for 
reducing regulatory burdens in the areas of physical inspections and subsidy 
layering reviews 

 These pilot programs were designed in response to feedback the administration 
received from stakeholders over the past year.  

 Several state housing finance are participating in the pilot programs.  
o Housing finance agencies from Michigan, Minnesota, Ohio, Oregon, 

Washington and Wisconsin are part of the physical inspection teams 
testing how to limit the number of federally sponsored physical 
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inspections at each multifamily property financed with multiple federal 
funding sources.  

o Housing finance agencies from Michigan, Ohio, and Wisconsin are also 
participating in the subsidy layering review pilot, joined by housing finance 
agencies from Nevada, North Carolina, Pennsylvania, and South 
Carolina, to test how to standardize and align subsidy layering review 
requirements across agencies. 

 On the same day as it announced the pilot programs, the Administration also 
released for public comment its conceptual proposals for streamlining rental 
housing programs in these and the list of other topic areas I mentioned a moment 
ago.  

 The National Council of State Housing Agencies says the proposals are based 
on a set of guiding principles directing that the changes  

o be responsive to local stakeholders,  
o require no statutory action,  
o can be accomplished at low to no cost, and  
o ultimately create cost and time savings for all parties. 

 The administration is seeking feedback on its proposals by August 26.  
 Copies of the proposals and details on submitting comments can be found online 

at www.novoco.com by clicking on the Hot Topics button.  
 From there you can select the link to Rental Program Alignment under either the 

LIHTC or HUD tabs.  
 Novogradac & Company is analyzing the proposals released last week and 

investigating the progress of the Rental Policy Working Group.   
 We will report on this issue in more detail in the September issue of the 

Novogradac Journal of Tax Credits.  
 Listeners can also contact my partner Blair Kincer in Novogradac & Company’s 

Maryland office with questions.  
 
Utilization  

 Last month, the National Council of State Housing Agencies released low-income 
housing tax credit utilization data for 2009.  

 According to those figures, about 42 percent of total 2009 low-income housing 
tax credits were exchanged for cash by credit allocating agencies under the 
Section 1602 cash grant exchange program.  

 NCSHA reports that nearly 67,000 affordable housing units were financed with 
2009 low-income housing tax credits or exchange funds. 

 A link to the 2009 utilization data can be found online at 
www.taxcredithousing.com.   

 
Study Shows Permanent Supportive Housing is a Safe Investment 

 An operating cost analysis of permanent supportive housing funded in part by 
low-income housing tax credits indicates that it is a stable investment. 

 The report, called “Permanent Supportive Housing: An Operating Cost Analysis,” 
was released last month by Enterprise Community Partners and Corporation for 
Supportive Housing.   

 For background, permanent supportive housing offers intensive support services 
and targets residents who 

o earn extremely low incomes;  
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o have serious, persistent issues that may include addiction or illness; and  
o who were once homeless or at risk of being homeless.  

 The report attempts to answer questions that investors and syndicators have 
asked about the risk and profitability of permanent supportive housing compared 
to affordable housing developments more generally. 

 To conduct the study, Corporation for Supportive Housing analyzed financial data 
provided by Enterprise for 10 affordable housing properties and 10 permanent 
supportive housing properties that were financed with 9 percent low-income 
housing tax credits. 

 Researchers found that occupancy was strong for both sets of properties, though 
revenues were 9 percent lower for permanent supportive housing. 

 Operating expenses were 11 percent higher for permanent supportive housing, 
with the cost of increased security accounting for much of that difference. 

 However, permanent supportive housing developments have strong cash flow 
because of significantly lower debt service obligations; the report says this 
balances the lower revenues and higher operating expenses. 

 According to the authors, a strong service partnership is crucial to maximizing 
housing stability, which in turn leads to increased rental income and reduced 
repair and maintenance expenses. 

 A copy of the cost benefit analysis is available at www.enterprisecommunity.org.  
 
LIHTC’s 25th Anniversary 

 As I mentioned earlier in the podcast, Novogradac & Company will be celebrating 
the 25th anniversary of the low-income housing tax credit program at the 18th 
Annual Affordable Housing Tax Credit Conference on September 15 and 16 in 
San Francisco.  

 Conference panels will address issues vital to successful low-income housing tax 
credit ventures, such as workouts and steps to reposition a troubled property, 
and the resurgence of the low-income housing tax credit market.  

 I encourage you to join us in San Francisco for the conference. To register, 
please go to www.novoco.com/products.  

 We are also preparing a special edition of the Novogradac Journal of Tax Credits 
marking the anniversary.  

 The September issue of the Journal will feature coverage such as  
o the current legislative priorities for the low-income housing tax credit 

community,  
o an update on Year 15 issues facing low-income housing tax credit 

properties and partnerships,  
o a look at the history and trends of low-income housing tax credit property 

valuation, and  
o much more.  

 If you are not already a subscriber, I encourage you to check out the Novogradac 
Journal of Tax Credits.  

 You can request a sample copy by sending an email to products@novoco.com.  
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HISTORIC TAX CREDIT NEWS 
 
Boardwalk Hall Case Update  

 Last week the Clerk of the Third Circuit Court of Appeals entered an order 
directing the Internal Revenue Service to file the record on or before August 1 in 
its appeal of the U.S. Tax Court decision in Historic Boardwalk Hall LLC v. 
Commissioner. 

 This is a procedural step that was taken because the IRS did not file the record 
40 days after it filed its Petition of Appeal on April 1.  

 There was some speculation last week that this indicated the strong possibility 
that the IRS could be preparing to dismiss its appeal in the Historic Boardwalk 
Hall case.   

 That said, at the time of this recording, the appeal had not been dismissed.   
 
Advisory Council on Historic Preservation Meeting  

 The Advisory Council on Historic Preservation announced that it will meet next 
Thursday, August 11.  

 The meeting will be held at the Mayflower Park Hotel in Seattle, Washington.  
 The council was established by the National Historic Preservation Act of 1966.  
 The council advises the president and Congress on national historic preservation 

policy and comments federal, federally assisted, and federally licensed 
undertakings that have an effect on properties listed in, or eligible for inclusion in, 
the National Register of Historic Places.  

 The council’s members are  
o the Architect of the Capitol;  
o the secretaries of the Interior, Agriculture, Defense, Housing and Urban 

Development, Commerce, Education, Veterans Affairs, and 
Transportation;  

o the administrator of the General Services Administration;  
o the chairman of the National Trust for Historic Preservation;  
o the president of the National Conference of State Historic Preservation 

Officers;  
o a governor;  
o a mayor;  
o a Native American; and  
o eight non-federal members appointed by the president. 

 The meetings of the council are open to the public. 
 A copy of the council’s agenda for next week’s meeting, and additional details, 

can be found online at www.historictaxcredits.com as well as in the July 28 
Federal Register.  
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NEW MARKETS TAX CREDIT NEWS 
 
Extension Bill  

 Last week on Tuesday, July 26, Congressman James Gerlach introduced House 
Resolution 2655, the New Markets Tax Credit Extension Act of 2011.  

 The bill would extend the New Markets Tax Credit program through 2016 and 
authorize $5 billion in authority each year.  

 The bill also allows the new markets tax credit to offset the Alternative Minimum 
Tax.  

 Without an extension, the new market tax credit will expire at the end of this year.  
 The bill is cosponsored by Congressmen 

o Earl Blumenauer 
o John Lewis 
o James McDermott 
o Richard Neal 
o Charles Rangel and  
o Patrick Tiberi.  

 In the current legislative environment, the chance of securing a five-year 
extension of the tax credit is unlikely.  

 This bill won’t pass on a standalone basis, but it is promising that the bill was 
introduced with bipartisan support. 

 The New Markets Tax Credit Extension Act of 2011 has been referred to the 
House Ways and Means Committee.  

 It serves as a vehicle to demonstrate support for the program, and as such 
increasing the number of cosponsors is key to the ultimate success of its ultimate 
extension.  

 Legislatively, extension of the new markets tax credit would likely come via tax 
extenders or through the tax reform effort.  

 The full text of H.R. 2655, as well as it companion bill, Senate Bill 996, can be 
found online at www.newmarketscredits.com.  

  



Novogradac Report on Tax Credits 
Summary: August 2, 2011 

 

10 
www.novoco.com/podcast 

©Novogradac & Company LLP 2011 

RENEWABLE ENERGY TAX CREDIT NEWS 
 
Ways and Means Energy and Tax Reform Hearing  

 As I mentioned earlier in today’s podcast, Congressmen Pat Tiberi and Charles 
Boustany will hold a joint hearing of their two subcommittees tomorrow, August 3.  

 Congressman Tiberi is chairman of the Subcommittee on Select Revenue 
Measures and Congressman Boustany is chairman of the Subcommittee on 
Oversight.  

 Tomorrow’s hearing will focus on the dual priorities of comprehensive tax reform 
and a sustainable energy policy. 

 As part of the Ways and Means Committee’s tax reform agenda, the committee 
and its subcommittees intend to hold hearings on how comprehensive tax reform 
would affect particular sectors of the economy.   

 Chairman Camp requested that Chairmen Tiberi and Boustany begin with an 
inquiry into energy tax policy.   

 As listeners are well aware, the current tax code includes numerous provisions 
intended to advance various energy policy goals, including provisions dealing 
with production, efficiency and conservation. 

 In announcing the hearing, Chairman Tiberi said, “Energy security and 
comprehensive tax reform are two of the most important priorities we can pursue 
to create jobs and ensure the long-term strength of the U.S. economy.” 

 Chairman Tiberi said that as the committee with jurisdiction over energy tax 
policy the Ways and Means Committee should examine how the committee can 
design tax policies that achieve the nation’s energy security goals while also 
staying true to the principles of simplicity, fairness, and growth drive the 
committee’s tax reform agenda. 

 Chairman Boustany said that comprehensive tax reform needs to consider 
whether tax incentives promote a sound energy strategy.   

 He said the hearing will examine how the IRS implements and enforces rules on 
energy credits, and it will explore the role of the tax code in energy policy.  

 I will report on the outcome of this hearing in next week’s podcast.  
 
Geothermal Bill 

 Last week Senators Ron Wyden and Mike Crapo introduced S. 1413, the 
Geothermal Tax Parity Act of 2011.  

 The bill temporarily increases the investment tax credit for geothermal energy 
property.  

 S. 1413 would increase to 30 percent the investment tax credit for geothermal 
projects through December 31, 2016.  

 The bill has been referred to the Senate Finance Committee.  
 Two companion bills, H.R. 1384 and H.R. 2408, were introduced in the House of 

Representatives earlier this year. 
 Copies of these bills, and other renewable energy tax credit legislation can be 

found online at www.energytaxcredits.com.  
 
Oregon’s Renewable Energy Resource Equipment Manufacturing Facility Tax 
Credit 
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 In early July, the Tax Credit Tuesday podcast brought you news of potential 
changes to Oregon’s Business Energy Tax Credit program.  

 At the time of this recording many of those changes were awaiting the governor’s 
approval.  

 One component of the Business Energy Tax Credit program that has been 
approved by the governor is the renewable resource equipment manufacturing 
facility component.  

 H.B. 2523, which was enacted on June 23 and takes effect on October 1, 
transfers administration of the Renewable Energy Resource Equipment 
Manufacturing Facility Tax Credit from the Oregon Department of Energy to the 
Oregon Business Development Department.  

 The program provides tax credits that can be taken against the corporate income 
and corporate excise taxes.  

 It applies to any  
o structure, building, installation, excavation, device, machinery or 

equipment used to manufacture component parts of electric vehicles;  
o electric vehicles;  
o equipment, machinery or other products that use renewable energy 

resources; or  
o renewable energy storage device. 

 To be eligible for the credit,  
o the facility must be located in Oregon,  
o it must have received final certification from the Oregon Business 

Development Department and the Oregon Department of Energy. 
 To claim the credit, the taxpayer must receive preliminary certification before 

January 1, 2014. 
 The credit can provide up to 50 percent of the certified cost of a renewable 

energy facility.  
 Developers can claim 10 percent of the certified cost each year for five years.  
 Unused credit can be carried forward for up to eight years. 
 The credit can be suspended or revoked if the taxpayer fails to construct or 

operate the facility, the facility ceases to operate or the taxpayer obtained the 
cost certification through fraud or misrepresentation. 

 A copy of H.B. 2523 is available online at www.energytaxcredits.com.  
 You can also read more about the other changes to the BETC in the August 

issue of the Novogradac Journal of Tax Credits. 
 You can also contact Nicolo Pinoli, in our Portland office, for more details.  

 
 


