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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, he begins with a look 

at the congressional agenda, and what might be expected, for the rest of the year. In new 

markets tax credit news, he discusses two reports on the New Markets Tax Credit program that 

were released last week, a webinar that the Community Development Financial Institutions 

Fund held on the CIMS3 and a request for reviewers for the 2014 application round. In low-

income housing tax credit news, he alerts listeners to the U.S. Department of Housing and 

Urban Development’s release of its proposed fiscal year 2015 fair market rents and to Carol 

Galante’s stepping down from the Federal Housing Administration. In renewable energy tax 

credit news, he shares information about recent guidance that the Internal Revenue Service 

released about the start of construction for investment and production tax credit projects. In 

historic tax credit news segment, he shares the names of the winners of the 2014 Novogradac 

Historic Rehabilitation awards. 

 
 
Summaries of each topic:  

1. General News (2:20 – 4:53) Page 2 

2. New Markets Tax Credits (4:54 – 10:20) Pages 3-4 

3. Low-Income Housing Tax Credits (10:21 – 12:54) Page 5 

4. Renewable Energy Tax Credits (12:55 – 15:10) Page 6 

5. Historic Tax Credits (15:11 – 17:52) Page 7 

 
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 

 
Legislative Agenda for 2014 

• With both the House and the Senate taking their district and state work periods, this is a 
perfect time to consider what the rest of the year may hold for Congress. 

• The House will return from its district and state work periods on Monday, Sept.8. 
• The House then has another district work period planned for the week of Sept. 22. 
• And the fiscal year arrives two days after they’re scheduled return. 
• The Senate also plans to return for about two weeks before adjourning until after the 

November elections.  
• Before the elections, Congress will nearly certainly need to take up a funding bill for 

fiscal year 2015.  
• Given that the federal government currently has funding through Sept. 30, 2014 
• Other than that, Congress could discuss any number of bills or topics. 
• It is unlikely to seriously discuss any potentially contentious topics.  
• And tax reform would certainly fall into that category. 
• Legislation like tax extenders package will most likely, as a consequence, be saved for 

the lame duck session that will occur after the Nov.4 elections. 
• Representatives have made comments to that effect throughout the summer.  
• Discussions could include legislation that extends the New Markets Tax Credit program, 

the 9 percent low-income housing tax credit floor and the renewable energy production 
tax credit.  

• We do still expect those to be part of tax extenders legislation at the end of the year. 
• Numerous bills have also been introduced to further amend all four tax credit programs 

we follow, namely, the low-income housing tax credit program, new markets tax credits, 
historic tax credits and renewable energy tax credits. 

• Technically, Congress has until the end of December to enact these various bills.  
• As of Jan. 1, we’ll enter a new legislative session, the 114th Congress. 
• All bills introduced this year and last year, 2013 and 2014, will die.  
• And Congress will begin fresh with a new set of legislators and priorities and new bills to 

be introduced.  
• I’ll keep you updated on the progress of tax credit-related bills via Twitter and future 

episodes of the Tax Credit Tuesday podcast.  
• In the meantime, if you’d like to review the active legislation, and legislation from prior 

Congresses, please visit www.novoco.com. 
• We have posted bills that would affect the tax credit programs on the legislation page of 

each resource center.  

  

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

NMTC Coalition Issues Response to GAO, Coburn NMTC Reports 
• In new markets tax credit news, we have a hot topic that I’m sure many of you have 

been following this past week. 
• The U.S. Government Accountability Office, or GAO, and Sen. Tom Coburn, as you 

heard last week, released separate reports last week that were critical of the new 
markets tax credit. 

• In a nutshell, the GAO report said that the new markets tax credit has become more 
complex and less transparent over time. 

• And the Coburn report suggests that the program has benefited projects that don’t need 
federal incentives. 

• The New Markets Tax Credit Coalition quickly issued a response to clarify some aspects 
of the program that may have been inaccurately characterized in the reports. 

• The GAO and Coburn reports said that complex financial structures may hide whether 
new markets tax credits are truly needed to complete a development or fund a business. 

o The coalition responded that projects in low-income communities can’t usually 
secure conventional financing. 

o That’s why new markets projects often require more complex financial structures. 
o It also said that community development entities have a stringent “but-for” test 

when choosing projects to fund. 
 The “but-for” test is a requirement that a project could not have been 

completed but for the new markets tax credit funding. 
 Or aspects of the project could not be included but for the new markets 

tax credit investment. 
• Another claim made in the Coburn report was that the new markets tax credit program in 

many cases financed projects that don’t benefit low-income communities. 
o It suggested that “the well-connected and special interest groups” have an unfair 

advantage under the program.  
o The coalition countered that new markets projects are not chosen by the 

government, but by local communities and businesses. 
o It added that the 19 projects profiled in Coburn’s report created 7,500 jobs and 

delivered $770 million to communities of great need. 
• Furthermore, the Coburn report singles out projects that are not representative of the 

NMTC program. 
• According to the NMTC Coalition’s most recent survey in 2013, the largest single use of 

NMTC was for financing manufacturing facilities. 
• They make up a quarter of the businesses financed.  
• The Coburn report focuses a great deal of attention on hotels, but that asset class totals 

only 5 percent of total NMTC financing, and only 2.5 percent in 2013.  
• Museums, another favorite target of the report, comprised less than 4 percent of the 

activity in 2013. 
• You can find the complete text of the NMTC Coalition’s response at 

www.newmarketscredits.com. 
• Also, the NMTC Working Group is working on a response to the GAO report. 

http://www.newmarketscredits.com/
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• If you have any other questions about the new markets tax credit program, please 
contact my partner Brad Elphick in our Atlanta metro office at 678-867-2333 or Peter 
Lawrence in our Washington, D.C. office. 

 
CDFI Fund Held Mapping System Webinar for NMTC Community  

• In other news, I’d like to alert you to a training webinar that the Community Development 
Financial Institutions Fund held earlier today. 

• It was on the CDFI Information Mapping System, or CIMS3, for New Markets Tax Credit 
program participants.  

• CIMS3 is a web-based mapping tool for CDFI Fund program participants. 
• It allows organizations interested in applying for certification as a CDFI or community 

development entity, or for funding through one of the CDFI Fund’s award programs, to 
plot their eligible service areas and investments.  

o It also allows prospective and certified CDFIs and CDEs to: 
 identify and assess target markets,  
 determine the eligibility of specific sites for possible investments, and  
 create maps and geographic data analyses. 

• The purpose of the webinar was to help users navigate the system’s features.  
• Unfortunately, the webinar was held at 3 p.m. Eastern time today, so I hope that you had 

a chance to participate in the webinar today.  
• If not, my hope is that we will have the opportunity to listen to a recording of the webinar.  
• At the time of this recording, I have not heard from the CDFI Fund if they will be making 

such a recording available.  
• If the CDFI Fund does post a recording of the webinar, I’ll send out a tweet with a link to 

the webinar.  
• To learn more about the CIMS3 tool, go to www.cdfifund.gov.  
•  Also, the NMTC Working Group has a mapping tool. 
• I encourage you to share your comments on the NMTC Working Group’s tool with Brad 

Elphick in our Atlanta office.  
 
CDFI Fund Requests Reviewers for 2014 NMTC Applications  

• Also last week, the CDFI Fund issued a request for people to review applications for new 
markets tax credit allocation authority.  

• The reviewers would provide first stage evaluations for applications submitted in 
response to the Aug. 5 notice of allocation ability.  

• I’ll bring you more about the reviewer requirements and responsibilities in next week’s 
podcast.  

• In the meantime, you can find a link to the application at the New Markets Tax Credit 
Resource Center.  

• And don’t forget.  
• There’s still time to sign up for the 2014 application webinar that Novogradac & 

Company is hosting this Thursday. 
• To register, log on to www.novoco.com/events to sign up for the Aug. 21 webinar. 

  

http://www.cdfifund.gov/
http://www.novoco.com/events
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 

HUD Announces Proposed FY 2015 Fair Market Rents 
• In low-income housing tax credit news, the U.S. Department of Housing and Urban 

Development has issued its proposed fair market rents, or FMRs, for fiscal year 2015. 
• FMRs are used to determine:  

o payment standards for the Housing Choice Vouchers program,  
o initial renewal rents for some expiring project-based Section 8 contracts and  
o initial rents for housing assistance payment contracts in the Moderate 

Rehabilitation Single Room Occupancy (SRO) program.  
• They also serve as rent ceilings in the HOME program and in the calculation of 

maximum award amounts for Continuum of Care grantees.  
• You can find a copy of the notice announcing the proposed FMRs online at 

www.taxcredithousing.com. 
• Also, next week we’ll have some updates on how fair market rents have changed 

throughout the nation.  
• If you have questions about the FMRs, please contact my partner Jim Kroger in our San 

Francisco office, or Thomas Stagg in our Bellevue, Wash. office. 

Carol Galante Stepping Down 
• In other low-income housing tax credit news, last week Carol Galante announced that 

she will be leaving the Federal Housing Administration, or FHA, this fall.  
• Carol has served as Federal Housing Commissioner and Assistant Secretary for 

Housing since the end of 2011. 
• She joined the Federal Housing Administration in 2009 as the Deputy Assistant 

Secretary for Multifamily Housing.  
• During her time at HUD, Galante has spearheaded a number of initiatives.   
• She played a key role in the development and administration of the Obama 

administration’s housing initiatives. 
o These include the Choice Neighborhoods and the Rental Assistance 

Demonstration, or RAD, program.  
• While Carol announced that she will be leaving HUD this fall, she did not provide an 

exact date for her departure.  
• Biniam Gebre, who currently serves as the General Deputy Assistant Secretary for the 

Office of Housing, will take over as acting FHA commissioner upon Galante’s departure.  
• Following her departure, Carol Galante will assume a professorship in affordable 

housing at the University of California, Berkeley.  
o There, she will serve as director of the Berkeley Program in Housing and Urban 

Policy and co-chair the Fisher Center on Real Estate Policy Advisory Board. 
• Galante said in the letter, which was printed in its entirety in The Washington Post, that 

she will focus on the Blueprint for Access and the RAD program in her final months.  
• While we’re sad to see Carol leave Washington, D.C., we look forward to her return to 

the San Francisco Bay area. 
 
 
  

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

IRS Clarifies Guidance for PTC, ITC Developments  
• In renewable energy news, I have a clarification from the IRS on the “begin construction” 

requirements for the investment tax credit, or ITC, and production tax credit, or PTC.  
• The Internal Revenue Service published the information last week in Notice 2014-46.  
• The notice makes changes to prior Notices 2013-29 and 2013-60. 
• As you know, there are two methods that the IRS allows developers to use in 

determining when the construction of a facility may begin for the purposes of qualifying 
under the transition rules for ITC and PTC. 

o These are the physical work test and the safe harbor.  
• Notice 2014-46 states that the physical work test relates to the nature of the work, not 

the amount or cost of the development. 
o Work of a significant nature includes, but is not limited to, the following activities: 

 beginning of the excavation for the foundation,  
 the setting of anchor bolts into the ground or  
 the pouring of the concrete pads of the foundation.  

• Notice 2014-46 modifies the application of safe harbor for certain facilities where a 
taxpayer paid or incurred less than 5 percent of project costs, but incurred at least 3 
percent of the total cost of the facility before Jan. 1, 2014.  

o The IRS is allowing taxpayers to claim a reduced credit that is proportional to the 
amount paid or incurred before Jan. 1, 2014. 

• And finally, the notice states that a fully or partially developed facility may be transferred 
without losing its qualification under the physical work test or the safe harbor for 
purposes of the PTC or ITC.  

o The U.S. Treasury notes that there is only one exception to this 
o And that’s if the transfer consists solely of tangible personal property between 

unrelated parties.  
• To read the notice, go to www.energytaxcredits.com.  
• If you have any questions or concerns, I encourage you to contact my partner Tony 

Grappone in our Boston office or Stephen Tracy in our San Francisco office. 
  

http://www.energytaxcredits.com/
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HISTORIC TAX CREDIT NEWS 
 

2014 Historic Rehabilitation Awards Winners 
• In historic tax credit news, I’d like to take this chance to congratulate the winners of the 

2014 Historic Rehabilitation Awards. 
• The Novogradac Journal of Tax Credits presents the awards annually to recognize 

outstanding projects that have used the historic tax credit. 
o The 2014 winners were placed in this year, 2014 or last year 2013. 

• The Historic Rehabilitation Awards recognize achievement in three categories. 
o Major Community Impact; 
o Overcoming Significant Obstacles; and 
o Financial Innovation. 

• In the Major Community Impact category, this year’s winning project is Building 90 of the 
Wake Forest Innovation Center.  

o Wexford Science and Technology, a BioMed Realty Company, developed the 
historic tobacco factory in Winston-Salem, N.C. into offices, retail space and 
research labs. 

• The Major Community Impact honorable mention is Steeple View Lofts. 
o It is a warehouse in Lancaster, Pa. that Zamagias Properties has converted into 

senior apartments. 
• In the Overcoming Significant Obstacles category, the winner is the Williamsburgh 

Savings Bank. 
o It was developed by Dome Voyagers LLC in Brooklyn, N.Y. 
o The 140-year-old bank is now an event and exhibit venue. 

• The honorable mention for that category is The Corona in Baton Rouge, La. 
o Gulf Coast Housing Partnership and Mid City Redevelopment Alliance Inc. 

developed a historic furniture store and warehouse into 37 affordable housing 
units. 

• In the third and final category, Financial Innovation, the winner is The Community 
Greens at Washington and Broad in New Orleans. 

o That was developed by Green Coast Enterprises. 
o The once-dilapidated historic building is now a health center. 

• And the Financial Innovation honorable mention is Academy Lofts in Albany, N.Y. 
o Academy Lofts was co-developed by the Albany Housing Authority and Norstar 

Development USA. 
o The developers took a 1906 school building and turned it into live/work space for 

low-income artists.  
• All of our winners and honorable mentions will be recognized at a special ceremony 

during the Novogradac Historic Tax Credit Conference next month. 
• I invite all of you to join us at the conference. 
• It will be held at The Drake Hotel in Chicago on Thursday and Friday, Sept. 18, and 19. 
• There’s still time to lock in our early bird registration rates. 
• But, you’ll have to hurry, because those rates end this Saturday, Aug. 23. 
• You can register at www.novoco.com/events. 

http://www.novoco.com/events

