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

responses to Sens. Max Baucus and Orrin Hatch’s request for tax reform proposals, a Treasury 

Inspector General for Tax Administration audit of the potential for improper or fraudulent bond 

tax credit claims and upcoming legislative deadlines. In low-income housing tax credit news, he 

alerts listeners to legislation introduced to make permanent a fixed floor for the 9 percent and 4 

percent tax credits and to increase LIHTC allocations to tribal areas, as well as the U.S. 

Department of Housing and Urban Development’s release of its proposed fiscal year 2014 fair 

market rents. In historic tax credit news, he reveals the results of the National Park Service and 

Rutgers University’s 2012 report on the use of HTCs and Vermont’s award of its 2014 

Downtown Historic Tax Credits. In new markets tax credit news, he encourages listeners to sign 

on to the New Markets Tax Credit Coalition’s advocacy letter to support the NMTC program, to 

participate in a user survey on the Community Development Financial Institutions Fund website 

and to submit the paperwork necessary to participate in the 2013 and 2014 allocation rounds. In 

renewable energy tax credit news, he shares the Interstate Renewable Energy Council’s sixth 

annual report on solar installation trends.  

 

  

 

Summaries of each topic:  
1. General News (2:55 – 9:40) Pages 2-3 

2. Low-Income Housing Tax Credits (9:41 – 16:27) Pages 4-5 

3. Historic Tax Credits (16:28 – 18:46) Page 6 

4. New Markets Tax Credits (18:47 – 21:12) Page 7 

5. Renewable Energy Tax Credits (21:13 – 23:32) 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 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 
 
Senate Tax Reform Letters Posted  

• As regular listeners will recall, in late June Senate Finance Committee Chairman Max 
Baucus and Ranking Member Orrin Hatch invited their Senate colleagues to submit for 
which tax provisions should be considered as the committee drafts its tax reform bill.  

• And as I reported last week, response to the invitation has been mixed.  
o Some lawmakers have made copies of their letters public and others have 

published summaries, highlights or press releases about their letters.  
o Some lawmakers signed on as part of a group to joint letters.  
o Some lawmakers intentionally didn’t submit proposals.  
o Some lawmakers submitted their suggestion orally. 
o Other senators who did submit letters chose to take up Sens. Baucus and Hatch 

on their offer of 50 years of secrecy.  
• Last week Novogradac & Company compiled a collection of links to copies of the 

available letters and related information.  
• You can find the list online at www.novoco.com/hottopics by clicking on the Tax Reform 

link.  
• We continue to update this list.  
• Please send links to additional letters or related information to CPAs@novoco.com.   

 
Audit Finds Potential for Improper or Fraudulent Bond Tax Credit Claims 

• Next, we turn to an audit released last week by the Treasury Inspector General for Tax 
Administration, or TIGTA. 

• In the report, “Vulnerabilities Exist for Improper or Fraudulent Claims for Bond Tax 
Credits,” TIGTA examined the IRS’s progress in developing and implementing process 
to identify and address bond tax credit noncompliance.  

• Bond tax credits are tax credits attached to tax credit bonds that bondholders can claim 
in lieu of receiving interest payments. 

o Since 2008, bondholders have been able to separate these tax credits from the 
bonds and sell them to investors. 

o The investors can use the tax credits to offset their tax liability. 
o The tax credits are nonrefundable but some of these tax credits can be carried 

forward. 
o Tax credit bonds include  

 Clean Renewable Energy Bonds,  
 New Clean Renewable Energy Bonds,  
 Build America Bonds,  
 Midwest Disaster Bonds and  
 bonds issued under seven other programs. 

• In 2009, $3.7 billion in tax credit bonds were issued.  
• And in 2010, $1.1 billion in tax credit bonds were issued.  
• TIGTA found that in tax years 2010 and 2011, individuals and corporations claimed a 

total of more than $700 million in bond tax credits.  
o The majority of corporate returns totaled between $10,000 and $1 million each.  

• According to TIGTA’s report, when Congress allowed bondholders to separate the tax 
credits from the bonds, the risk of improper or fraudulent tax credit claims increased.  

http://www.novoco.com/hottopics
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o The audit says this was because the number of taxpayers holding the credits 
diversified and no third-party reporting requirements existed for the tax credits.  

o Typically, program compliance is better when there is a third-party reporting 
requirement. 

• The Internal Revenue Service began remedying the situation in 2010. 
o It proposed a third-party reporting requirement, collected comments and issued 

final rules.  
• Beginning in the first quarter of this year, bond issuers, entities that sell bond tax credits 

to others, and investors are required to report bond tax credits via a series of forms. 
• If you need help filing these forms, please contact Novogradac & Company. 
• TIGTA examined compliance for 2010 and 2011 and made a recommendation to the 

IRS about how to improve compliance. 
o Unfortunately, its recommendation has been redacted, so we don’t know what its 

exact recommendation is.  
• However, the audit does include a response from the IRS.  
• The IRS management agreed with the recommendation.  

o The IRS said that it plans to evaluate the compliance risks associated with the 
bond tax credits and determine strategies for mitigating those risks.  

o The IRS went on to say it would implement its analysis of the bond tax credit on 
Dec. 15, 2013, and it would evaluate its compliance strategy on June 15, 2015. 

• A copy of the audit can be found at www.taxcredithousing.com. 
 

Fiscal Year 2013/2014 
• In closing the general news section, I want to note that we are rapidly approaching Sept. 

30.  
o That’s the end of fiscal year 2013 and would take us in to Oct. 1 being the 

beginning of fiscal year 2014. 
• However, as of this time there is no approval for spending in fiscal year 2014, so as it 

stands now the government would shut down.  
• I expect that when Congress returns in September that the President, the House and the 

Senate will work together to agree on some type of continuing resolution that will take 
government spending and approve it through October/November. 

• Those dates are significant because that’s the rough timeframe when we expect that the 
federal debt ceiling will be reached. 

• We’ll end up with serious negotiations in the fall on extending the debt ceiling and 
providing funding for the federal government through Sept. 30, 2014. 

• As part of those discussions, you may hear a lot of review as to how tax reform could be 
third part of those other two pieces of high-level negotiations. 

• We’ll stay tuned.  
• It should make for a very interesting September, followed by an interesting 

October/November. 

 
  

http://www.taxcredithousing.com/
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Bipartisan Bill Would Provide Fixed LIHTC Rate Floor  

• Last week a bipartisan group of 20 senators, led by Sen. Maria Cantwell introduced 
legislation to make permanent the fixed rate floor for 9 percent low-income housing tax 
credits and to establish a fixed rate floor for 4 percent acquisition LIHTCs.  

o The bill is similar to legislation that Sen. Cantwell and former Sen. Olympia 
Snowe introduced during the last session of Congress that failed to pass before 
the end of the session. 

• The current 9 percent floor was established in the Housing and Economic Recovery Act 
of 2008 or HERA. 

• It was extended for one year in the American Taxpayer Relief Act of 2012 and expires 
for developments that don’t receive LIHTC allocations before Jan. 1, 2014.  

• Without an extension of this floor, affordable housing will become more difficult to fund 
and develop.   

• A fixed rate floor would simplify state administration of the LIHTC, and create stability 
and predictability for LIHTC property owners and investors.  

• S. 1442 has been referred to the Senate Finance Committee.  
• To discuss this important legislation and other LIHTC developments, I encourage you to 

join us in San Francisco for the 20th Annual Novogradac Affordable Housing 
Conference, Oct. 3-4.  

 
Bipartisan Legislation Would Increase LIHTCs, Other Funding for Native American 
Communities 

• Recently, a bipartisan coalition of lawmakers introduced the Native American Housing 
Assistance and Self-Determination Act of 2013.  

• The bill, S. 1352, has four primary objectives:  
o One, eliminate duplicative requirements for housing developments,  
o Two, allow tribes access to the U.S. Department of Housing and Urban 

Development-Veterans Affairs Supportive Housing program, 
o Three, promote clean energy and sustainable projects, 
o And finally, increase low-income housing tax credit incentives for developments 

serving Native American communities.  
 It does this in three ways. 

• Through requiring states and other allocating agencies to adopt 
QAP provisions that  

1. Create a preference for this type of housing, 
2. Show it as a selection criteria, and 
3. Delve into point scoring. 

 This is  quite a direct intervention in the way states award their credits. 
 This QAP intervention and point scoring would be done by giving an 

Indian tribe, a tribally designated housing entity or other qualifying entity 
located in an Indian area that is applying for tax credits no less than 10 
percent more points on the corresponding tax credit application.  

 The bill will also ensure that such developments will not be penalized if 
they are not in close proximity to population centers, public transportation 
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or publicly available amenities, criteria that states often provide additional 
points for. 

• It would also reauthorize the Native American Housing Assistance and Self-
Determination Act, which is scheduled to expire Sept. 30.  

o Among other things, the act provides tribes with community development block 
grants of up to 20 percent of development costs to assist in affordable housing 
development.  

• Congress first passed the Native American Housing Assistance and Self-Determination 
Act in 1996 to help provide safe and affordable housing to Native Americans.  

• Co-sponsors Sens. Maria Cantwell and John Barrasso say that this act is meant to give 
Native Americans access to the tools necessary to provide themselves and their families 
with basic housing amenities.  

o A press release from Sen. Barrasso says an estimated 200,000 housing units are 
needed in tribal areas and approximately 90,000 Native American families are 
homeless or underhoused.  

o Furthermore, he said that a 2009 Annual Homeless Assessment Report found 
that Native Americans make up 8 percent of the country’s homeless population. 
 This is considered a high number because Native Americans account for 

less than 1 percent of the general population.   
 Finally, the press release references a 2010 report from the Government 

Accountability Office, noting that nearly 46 percent of Native American 
households are overcrowded. 

• This is almost three times that of the national average.  
• The Native American Housing Assistance and Self-Determination Act has been 

reauthorized twice, in 2002 and 2008.  
• At the time of this recording, the bill had been referred to the Senate Committee on 

Indian Affairs.  
• A copy of the bill can be found at www.taxcredithousing.com 
• I’d also like to encourage you to check out my Notes from Novogradac blog, and let us 

know your thoughts on the bill’s low-income housing tax credit provisions particularly the 
extra 10 percent or more points for such applications. 

 
Proposed FY2014 Fair Market Rents 

• Last week the Department of Housing and Urban Development released its proposed 
fair market rents or FMRs for fiscal year 2014  

• The notice was officially published yesterday in the Aug. 5 Federal Register.  
• HUD uses the FMRs to determine payment standard amounts for several programs, 

include the Housing Choice Voucher and the HOME program. 
• They also affect the calculation of rent limits for the Low-Income Housing Tax Credit 

properties.  
• Novogradac & Company is reviewing the proposed FMRs and I will share our analysis in 

a future Tax Credit Tuesday podcast.  
• In the meantime, you can review HUD’s proposed FY 2014 FMRs online at 

www.taxcredithousing.com.  
• And if you have questions about how the proposed FMRs might affect your property, 

please contact my colleague Thomas Stagg at (425) 453-5783. 
• If you have any insights into these FMRs shoot us an email at cpas@novoco.com. 

  

http://www.taxcredithousing.com/
http://www.taxcredithousing.com/
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HISTORIC TAX CREDIT NEWS 
 
Annual Report on HTC 

• The federal historic tax credit program has a significant positive effect on the economy 
while more than paying for itself, according to the fiscal year 2012 update of research 
released annually by Rutgers University and the National Park Service.  

• The annual report was updated last week and reveals that in fiscal year 2012 alone 
included the historic tax credit created approximately 58,000 jobs and $3.4 billion in 
gross domestic product. 

• What’s more, since its inception more than 35 years ago, the federal historic tax credit 
has  

o created 2.3 million jobs,  
o attracted $106 billion in private investment and  
o restored 38,700 historic buildings.  

• In addition, the report shows that the historic tax credit yields a net benefit to the U.S. 
Treasury.  

o The historic tax credit has helped generate nearly $26 billion in federal taxes 
while costing only $20.5 billion in credits allocated. 

• A copy of the report can be found online at www.historictaxcredits.com  
• To discuss these findings and what lies ahead for the historic tax credit community, join 

us at the Novogradac Historic Tax Credit Conference in Detroit, Sept. 19-20.  
 
Vermont Announces 2014 State HTC Awards 

• In state-level news, late last month the Vermont Downtown Development Board 
announced the recipients of its 2014 Vermont Downtown Historic Tax Credits. 

o The program aims to encourage revitalization of downtown areas through historic 
preservation. 

• For this funding round, the state awarded nearly $2 million in credits to 31 historic 
preservation projects in 21 towns across Vermont. 

o The tax credits will leverage an estimated $16 million from other funding sources. 
• The largest awardee was the Shade Roller Mill in Vergennes, with $237,000. 
• Look for more information about the Vermont historic tax credit in the August issue of the 

Novogradac Journal of Tax Credits. 
o If you haven’t subscribed to the Journal yet, I encourage you to do so at 

www.novoco.com/products.    
 
  

http://www.historictaxcredits.com/
http://www.novoco.com/products
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NEW MARKETS TAX CREDIT NEWS 
 
NMTC Coalition Seeks Support for Advocacy Letter 

• The New Markets Tax Credit Coalition last week announced plans to send a letter to 
Congress in support of making the new markets tax credit permanent. 

• The coalition has also invited community development professionals and the tax credit 
community to join the effort and sign on to the letter.  

• The letter highlights accomplishments of the NMTC since 2003, such as 
o contributing to the creation of 350,000 jobs created, and  
o allowing $55 billion in capital leveraged to credit-starved businesses. 

• The letter also notes that NMTC financed-businesses and jobs generate enough 
revenue to pay for the program. 

• The coalition had sent similar letters urging Congress to make the credit permanent in 
2011 and 2012. 

• Last year’s letter was signed by approximately 1,000 businesses, nonprofits and 
community leaders. 

• Those who haven’t signed the letter yet are encouraged to do so at 
www.nmtccoalition.org.  

 
CDFI Fund Invites Input to Improve its Website 

• The CDFI Fund is conducting a survey on its website where users can evaluate the 
website and offer suggestions to improve it. 

o The survey doesn’t have a dedicated page on the CDFI Fund website.  
o Instead, it appears as a pop-up window.  

• The CDFI Fund uses its website to house information about its programs and post news 
and other opportunities.  

• Survey results will be used to enhance and modernize the website.  
• The CDFI Fund aims to create a more user-friendly resource.  
• The survey takes about five minutes to complete.  
• It covers topics such as 

o how efficient the site is, 
o whether pages are loading properly,  
o the consumer’s reason for visiting the site 
o and specific measures on how the CDFI Fund could improve its site.  

• To find the survey go to www.cdfifund.gov. 
 
Approaching CDE Certification Deadline 

• And in new market tax credit allocation news, I want to remind listeners that the deadline 
for submitting your CDE applications if you intend to apply in the upcoming round of new 
markets tax credits is this Friday, Aug. 9. 

• Be sure to get your application for CDE certification in this Friday. 
• If you have any questions, contact Owen Gray at the office here in San Francisco. 

  

http://www.nmtccoalition.org/
http://links.govdelivery.com/track?type=click&enid=ZWFzPTEmbWFpbGluZ2lkPTIwMTMwNzIyLjIxMzU0MzYxJm1lc3NhZ2VpZD1NREItUFJELUJVTC0yMDEzMDcyMi4yMTM1NDM2MSZkYXRhYmFzZWlkPTEwMDEmc2VyaWFsPTE3Njg5OTQyJmVtYWlsaWQ9amVubmlmZXIuZG9ja2VyeUBub3ZvY28uY29tJnVzZXJpZD1qZW5uaWZlci5kb2NrZXJ5QG5vdm9jby5jb20mZmw9JmV4dHJhPU11bHRpdmFyaWF0ZUlkPSYmJg==&&&100&&&http://www.cdfifund.gov/
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Report: Solar Growth Driven by ITC and Section 1603 

• In renewable energy news, the Interstate Renewable Energy Council (IREC) released its 
sixth annual report on solar installation trends last week. 

• Here are some of the report’s main findings for installations in 2012: 
o Photovoltaic (PV) installation capacity increased by 80 percent to compared to 

2011. It increased to 3.3 GW  
o For the first time, more than 50 percent of that capacity was in the utility sector. 
o Nearly 95,000 grid-connected PV installations were completed—a 46 percent 

increase from the previous year. 
• IREC found that solar energy markets are booming in the United States because of  

o PV prices,  
o strong consumer demand,  
o available financing, 
o renewable portfolio standards in some states 
o and financial incentives from the federal government, states and utilities. 

• The report specifically credits the federal investment tax credit, or ITC, as one of the 
main drivers of PV growth in 2012. 

o IREC said the incentive allows developers and consumers to make “rational 
decisions without arbitrary incentive deadlines.” 

o The report predicts that the ITC will continue to drive PV growth through 2013. 
• The report also named the 1603 Treasury Grant Program as key contributor to continued 

solar installation growth this year. 
• For the rest of 2013, IREC expects 

o continued growth in grid-connected PV, 
o reductions in PV module prices, 
o continuation of the federal ITC, 
o strong state renewable portfolio standards, 
o net metering policies 
o and available capital for third-party ownership. 

• The report is just the latest evidence highlighting the importance of the federal ITC, 
Section 1603 and other incentives to renewable energy growth. 

• You can find a copy of the report at www.energytaxcredits.com.   
 
 

http://www.energytaxcredits.com/

