
Summary: September 4, 2012 
 

1 
www.novoco.com/podcast 
©Novogradac & Company LLP 2012 

Michael J. Novogradac, CPA, discusses the Family and Business Tax Cut Certainty Act, a 

recent article about tax reform and the Sequestration Transparency Act of 2012 in general tax 

credit news. In new markets tax credit news, he reminds listeners about the approaching 2012 

application deadline and alerts community development corporations in Hurricane Isaac-

affected areas about a potential deadline extension. The historic tax credit news segment 

features a reminder about this week’s National Historic Tax Credit Conference and the 

upcoming Historic Boardwalk Hall webinar as well as a request for comment from the National 

Park Service historic preservation certification application and the revival of the Missouri’s tax 

credit review commission. Low-income housing tax credit news includes a California bond 

issuing agency review and a Treasury Inspector General for Tax Administration municipal bond 

review. Mr. Novogradac wraps up the podcast with renewable energy tax credit news and a 

Section 1603 program audit of Moraine Wind II in Minnesota.  

 

 

 

Summaries of each topic:  
1. General News (2:12 – 6:10) Page 2 

2. New Markets Tax Credits (6:11 – 8:54) Pages 2-3 

3. Historic Tax Credits (8:55 – 12:55) Pages 4-5 

4. Low-Income Housing Tax Credits (12:56 – 17:30) Pages 6-7 

5. Renewable Energy Tax Credits (17:31 – 19:30) 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, 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 email to cpas@novoco.com.  
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GENERAL NEWS 
Congress Returns  

• Lawmakers are scheduled to return to Washington, D.C. this week after the summer 
state and district work period.  

• Last week the Senate Finance Committee released updated documents related to the 
Family and Business Tax Cut Certainty Act, also known as the tax extenders bill.  

• Among the updated information is a new score by the Joint Committee on Taxation, 
including an estimated cost for extending the 9 percent low-income housing tax credit 
floor.  

• The provision is estimated to cost approximately $3 million over five years and $10 
million over 10 years.  

• Links to the JCT score and other information can be found online at www.novoco.com.  
• Reports suggested last week that Senate Majority Leader Harry Reid could try to bring 

the bill the floor in September 
• However, because of a short legislative calendar this month, it appears unlikely that it 

will be considered.  
• Most likely, lawmakers will consider tax legislation during the postelection, lame duck 

session, and at this time predictions suggest that the tax extenders bill has a good 
chance of being included in that legislation. 

 
Tax Reform Article 

• I’d like to draw your attention to an article about tax reform by Michael Barone.  
• I tweeted on this earlier today. You can find the link on my Twitter account. 
• The essence of the article was that Sen. Orin Hatch, who would be the senate finance 

committee chair if the Republicans were to take over the Senate, has said that if he does 
become the chair of the Senate Finance Committee, he looked forward to working with 
Sen. Max Baucus for a bipartisan tax reform bill. 

• He also mentioned how closely he’s worked with Dave Camp, head of the House Ways 
and Means Committee, as well. 

• I note this because one of the key issues with respect to tax reform legislation is whether 
they would attempt to do tax reform in a bipartisan fashion? 

• It was interesting to hear Sen. Hatch say that he does look to do tax reform in a 
bipartisan manner.  

 
Sequestration Details Due 

• As a reminder, the Sequestration Transparency Act of 2012, which was signed into law 
last month, requires the President to submit a detailed report this week on the 
implementation of budget sequestration cuts that are scheduled to take place on 
January 2, 2013. 

• The President is required to submit the report to Congress within 30 days after the 
enactment of the act, which means details about how sequestration would be 
implemented, should be available on or by Sept. 6.  

• At the time of this recording, no details had been released.  
• Novogradac & Company will continue to monitor the situation and we will breaking news 

email alerts as warranted.  
• If you’re not already signed up to receive those free email alerts, you can sign up online 

at www.novoco.com. 
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NEW MARKETS TAX CREDIT NEWS 
 
Deadline Reminder 

• As you know, the application deadline is just about one week away.  
• Applications for the 2012 new markets tax credit round are due Sept. 12 and will only be 

accepted electronically through the myCDFIFund system. 
• Applicants are also advised that the CDFI Fund will stop taking questions about the 

current application round after 5 p.m. on September 10.  
• In addition, to be eligible in this round, prior allocatees will need to have met the qualified 

equity investments issuance threshold by Wednesday, Oct. 31. 
• If you have questions about applying for an allocation of new markets tax credits, I 

encourage you to contact Novogradac & Company.  
• You can send an email to CPAs@novoco.com and we’ll put you in touch with one of our 

firm’s many new markets tax credit experts.  
 
Possible Extension for NMTC Applicants Affected by Hurricane 

• In case you missed it, last week, the CDFI Fund announced that it will consider 
extending, on a case-by-case basis, the 2012 New Markets Tax Credit application 
deadline for those affected by Hurricane Isaac.  

• To be eligible for the extension, an applicant must show that it cannot submit its 
application because  

• its principal place of business is located in a county which the Federal Emergency 
Management Agency (FEMA) has designated as affected by a “major disaster” declared 
since Aug. 29, 2012 or  

• there are mitigating factors directly attributable to the disaster-related conditions in a 
county which FEMA has designated as affected by a “major disaster” declared since 
August 29, 2012.  

• Extensions beyond the Sept. 12, 2012 deadline must be requested via email, phone or 
fax, with email being the preferred method.  

• Requests must include an explanation of the why the extension is necessary and cite 
specific circumstances, such as power outages or unavailable staff and/or application 
partners.  

• Affected applicants are encouraged to submit extension requests as soon as possible, 
but the CDFI Fund said it will accept requests until 5 p.m. Eastern time Sept. 10, 2012. 

• If you have questions about requesting this extension, please call my partner Owen Gray 
at 415-356-8000 or send an email to owen.gray@novoco.com.  
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HISTORIC TAX CREDIT NEWS 
 
Conference and Webinar  

• I will be in Louisville, Kentucky this week for the historic preservation community.  
• It’s not too late to join Novogradac & Company for the National Historic Tax Credit 

Conference.  
• To register for the conference and join us in Louisville, simply go to 

www.novoco.com/events  or call 415-356-7970.  
• I hope to see you there!  
• We are also finalizing the details for the webinar about the Historic Boardwalk Hall case, 

which will be on Wednesday, September 19, 2012. 
• Stay tuned to www.novoco.com or follow me on Twitter for updates.  

 
NPS Accepts Comments on Historic Preservation Certification Application 

• The National Park Service last week invited comments on the Historic Preservation 
Certification Application. 

• Property owners must complete the Historic Preservation Certification Application to 
qualify for  

o the federal 20 percent historic rehabilitation tax credit,  
o the 10 percent tax credit for rehabilitation of non-historic buildings,  
o and the income tax deduction for the donation of easements on historic property. 

• NPS uses the information on these applications to  
o assess the condition and historic significance of buildings undergoing 

rehabilitation, and  
o to evaluate whether the rehabilitation work meets the Secretary of the Interior’s 

Standards for Rehabilitation. 
• No changes have been proposed to the form. 
• Comments should be submitted by Oct. 29. 
• You can find a copy of the information collection notice at www.historictaxcredits.com.  

 
Missouri Tax Credit Review Commission Revived 

• Missouri Gov. Jay Nixon has revived the Bipartisan Missouri Tax Credit Review 
Commission.  

• He originally created the commission in July 2010 and tasked it with reviewing the 
state’s 61 tax credit programs. 

• The commission reviewed the tax credit programs for efficacy and return on investment.  
• On Nov. 30, 2010, the commission presented its findings to the governor.  
• The idea was to use the commission’s recommendations to amend the state’s tax credit 

programs in the next legislative session.  
• A number of tax credit modification bills have been introduced since the report was 

issued, but none of them made it through the Houses or to the governor’s desk.  
• In fact, the governor’s office reports that tax credit redemptions in 2012 are 15.4 percent 

higher than 2010 redemptions.  
• Fiscal year 2012 state tax credit redemptions totaled $629.3 million. 
• Because of this, the commission will reconvene on September 12 to gather information 

and solicit testimony.  
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• The 27-member commission will once again be led by former State Senate 
Appropriations Chair Sen. Chuck Gross, a Republican from St. Charles, and Steve 
Stogel, president of the DFC Group in St. Louis.  

• The commission, which includes business, community and legislative leaders, will 
update its original report on the state’s tax credit programs and present its findings to the 
governor.  

• You can read the commission’s 2010 report online on the Reports and Research page at 
the Historic Tax Credit Resource Center.  

• Tune in to future editions of the Tax Credit Tuesday podcast for reports on the 
commission’s progress. 

• We will also post any preliminary and final reports to the Historic Tax Credit Resource 
Center as they become available. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Risk of IRS Audit More Than Doubles for the Tax-Exempt Bond Sector  

• Last week, the Treasury Inspector General for Tax Administration, or TIGTA, released a 
report on the number of examinations that the Internal Revenue Service is conducting on 
municipal bonds. 

• Tax-exempt bonds issued by housing finance agencies and other state and local 
government entities fall under the category of municipal bonds. 

• TIGTA found that the IRS’s Tax Exempt Bonds Office has dramatically increased its 
coverage of the municipal bond sector during the last five years.  

• The IRS conducted more examinations of municipal bonds, including those issued by 
housing finance agencies, between fiscal years 2005 and 2010, than it did between 
fiscal years 2002 and 2004.  

• The IRS conducted an average of 400 examinations each year.  
• TIGTA found that the average number of staff days spent conducting each audit 

decreased from 100 per examination to eight, yes that’s right, I said eight days.  
• From 2005 to 2010, the IRS examinations resulted in $84 million in sanctions.  
• Although the IRS is uncovering noncompliance through its examinations, TIGTA 

reported that more than one-half of the IRS’s examinations do not reveal 
noncompliance.  

• It also found that the penalties assessed to noncompliant bonds fluctuated from year to 
year.  

• It also found that the time spent on investigating misconduct is not always tracked within 
the IRS.  

• TIGTA recommended that the Tax Exempt Bond Office provide guidance to its 
employees about entering time for these investigations. 

• The office corrected this prior to TIGTA releasing the report to the public. 
• I also addressed this report in a post on my blog, Notes from Novogradac, last week.  
• If you would like to read more about the report, please check out my August 30th post.  
• We have also posted a copy of the report to the Affordable Housing Resource Center. 

 
Audit Finds Potential Conflicts of Interest at California Bond Agencies 

• A report from the California State Auditor late last month raised concerns about potential 
conflicts of interest at two public agencies that issue conduit revenue bonds. 

• The California Statewide Communities Development Authority and the California 
Municipal Finance Authority are joint powers authorities, or JPAs that are staffed by 
private consulting firms. 

• These consultants make bond issuing decisions and they are paid a percentage of the 
fees associated with each conduit financing. 

• From July 2006 through July 2011, California Communities and Municipal Finance paid 
their consultants approximately $50 million and $4.6 million, respectively.  

• Under the Political Reform Act of 1974, public officials, including consultants performing 
the work of public officials, are prohibited from making, participating in or attempting to 
influence certain governmental decisions in which they have a material economic 
interest. 

• The consultants say that their compensation model is permissible under a 1993 advice 
letter from the Fair Political Commission. 
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• The letter is called the McEwen advice letter.  
• The state auditor’s report could not conclude that the JPAs violated any California 

conflict of interest laws, but pointed out that no court has addressed the legality of the 
compensation model. 

• The report recommended that the Legislature provide clearer policy direction on whether 
payments to consultants participating in financing decisions should be permissible under 
the conflict of interest laws. 

• The report also noted that the two agencies have not required their consulting firms to 
compete against other firms since their respective formations in 1988 and 2004, so the 
agencies may not be getting the best value. 

• After the audit findings were released, State Treasurer Bill Lockyer called for Attorney 
General Kamala Harris to investigate the two agencies. 

• A copy of the state auditor’s report is available at www.novoco.com. 
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
OIG Releases Another Section 1603 Project Audit  

• Good news for the Section 1603 program! 
• The Treasury’s Office of the Inspector General has released an audit of another wind 

energy project that received a cash grant through the Section 1603 cash grant program. 
• The OIG found that the project received an appropriate award. 
• The OIG audited Moraine Wind II wind farm in Pipestone County, Minnesota.  

o Iberdrola placed Moraine Wind II in service on Feb. 15, 2009. 
o The property is a 49.5 megawatt wind farm capable of generating 169 gigawatt 

hours of electrical output annually.  
o The power is sold to a local utility provider.  
o The wind farm cost $93 million  
o The OIG tested supporting documentation for a subset of those costs totaling 

about $65.8 million. 
o They verified that the selected costs were allowable and eligible.  
o Treasury awarded more than $28 million to the project. 

• OIG reviewed documentation that showed the project operational and met the criteria for 
the Section 1603 program.  

• OIG provided Treasury and Iberdrola the opportunity to comment on the audit. 
• Both concurred with the findings.  
• You can find copies of all of the OIG’s project audits, including the Moraine Wind II audit 

at www.energytaxcredits.com.  
• If you have questions about the Section 1603 grant program, contact my partner Tony 

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