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Michael J. Novogradac, CPA, considers what President Obama’s deficit 

reduction plan may mean for tax credits; shares an update on the Deficit Reduction 

Super Committee; discusses the status of the federal budget; highlights items of interest 

in the IRS’s Priority Guidance plan; shares remarks about eliminating tax expenditures 

from a recent Senate Finance Committee hearing; and discusses a Ways and Means 

hearing about economic models used to score tax reform legislation. Then, he discusses 

the Healthy Food Financing Initiative and analyzes the latest QEI Issuance report 

released by the CDFI Fund. Next, he reviews a bill introduced last week to extend 

Midwestern Disaster Tax Credits. Then, he summarizes an IRS notice giving emergency 

LIHTC relief to properties in Vermont. Finally, he previews a joint hearing on the 

intersection of energy policy and tax policy and provides a quick update on a change to 

Oregon’s Business Energy Tax Credit.   

 

Summaries of each topic:  

1. General News (3:15 – 26:14) Pages 2-6  

2. New Markets Tax Credits (26:15 – 29:15) Pages 7 

3. Historic Tax Credits (29:16 – 30:44) Page 8 

4. Low-Income Housing Tax Credits (30:45 – 32:00) Pages 9 

5. Renewable Energy Tax Credits (32:01 – 34:34) 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 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 
 
President Proposes Pay-Fors for Jobs Bill   

 The four key revenue raising proposals suggested to pay for his jobs bill: 
1. Limit - for taxpayers with gross incomes over $200,000 - the value of 

certain itemized deductions  
2. Tax carried interests 
3. Extend the depreciation lives of corporate jets 
4. Raise taxes on oil and gas companies 

 The first provision would limit the value of deductions and exclusions to 28 
percent of the taxpayer’s taxable income.  

o Taxpayers with adjusted gross income above $250,000 for married 
couples filing jointly or $200,000 for single taxpayers would be subject to 
this limitation.   

o This provision would be effective for taxable years beginning on or after 
January 1, 2013.  

o The provision would apply to municipal bond interest paid after that date 
regardless of when the bonds were purchased, including interest for 
multifamily rental housing bonds.    

o The cap, if enacted, could have an impact on municipal bond investment 
because the tax exemption that is currently worth up to 35 percent for 
taxpayers in the highest tax bracket would be capped at 28 percent.   

 
President Proposes Deficit Reduction Strategy 

 The president released his deficit proposal yesterday, and it includes a call for 
tax reform.  

 He lays out five principles for tax reform:  
1. Lower tax rates. 
2. Cut inefficient and unfair tax breaks.  
3. Cut the deficit.  
4. Increase job creation and growth.  
5. Observe the Buffett Rule.  

 The good news is that the proposal does not include any provisions that directly 
affect the low-income housing tax credit, new markets tax credit, historic tax 
credit or renewable energy tax credits.  

 In fact, if the 100 percent expensing provision suggested in the president’s jobs 
plan were enacted, it could benefit certain housing, development and historic 
preservation projects.  

 To increase revenues by $1.5 trillion dollars, the largest provision the president 
proposes is $866 billion over 10 years through allowing the 2001 and 2003 high 
income tax cuts to expire, often referred to as the Bust tax cuts 

 The president also calls for returning the estate tax to the 2009 parameters.   
 He also proposes a number of other tax loophole closers that principally related 

to inventory accounting rules, insurance product rules, a number of foreign 
provisions, as well as reinstating Superfund taxes and extending a higher federal 
unemployment tax rate.  



Novogradac Report on Tax Credits 
Summary: September 20, 2011 

 

3 
www.novoco.com/podcast 

©Novogradac & Company LLP 2011 

 The deficit reduction plan represents another major vote in favor of tax reform.  

Super Committee Begins Meeting 
 The Joint Committee on Deficit Reduction, also known as the Super Committtee, 

held its first meeting on September 8 and its first hearing last week on 
September 13.  

 Listeners will recall that the Super Committee has been charged with identifying 
and agreeing on $1.5 trillion in bipartisan deficit reduction measures.  

 And as I’ve discussed in previous podcasts, it is currently considered unlikely that 
net revenue measures will be part of the package.  

 However, it is still possible that curtailing or eliminating tax expenditure 
programs—such as the low-income housing tax credit, new markets tax credit, 
historic tax credit or renewable energy tax credits—could be proposed as a 
means of raising revenue without raising taxes. 

 At its first meeting, it was confirmed that job creation will be a key factor in the 
committee’s deliberation.  

o At that meeting, committee members gave opening statements that 
varied in tone and length, but one theme—jobs—could be found in every 
member’s statement.  

o For example, Super Committee Co-Chair Jeb Hensarling said, quote “It 
should be obvious that deficit reduction and a path to fiscal sustainability 
are themselves a jobs program.” close quote 

o In her opening statement, Sen. Patty Murray also noted the importance of 
job creation. She said, quote “There is broad understanding among us 
that economic growth and job creation are the best ways to reduce the 
deficit and debt—though we certainly have some real differences 
regarding how to achieve that.” Close quote  

 Some committee members took the theme a step further and linked job creation 
to tax reform.  

 During a September 13 hearing, Senator John Kerry suggested that tax 
expenditures should be considered as part of the committee’s work because they 
could be equated with spending.  

 At the hearing, Congressional Budget Office (CBO) Director Douglas W. 
Elmendorf testified that tax expenditures are more similar to entitlement 
programs than to discretionary spending because they are not subject to annual 
appropriations.  

 The Super Committee is scheduled to hold its next hearing this week on 
Thursday, September 22.  

 This week’s hearing is entitled “Overview: Revenue Options and Reforming the 
Tax Code."  

 The sole scheduled witness is Thomas J. Barthold, chief of staff for the Joint 
Committee on Taxation.  

 I will report in next week’s podcast on any developments from this hearing.  
 
Federal Budget Update  

 The House Appropriations Committee introduced a continuing resolution last 
week to keep the government running while Congress completes appropriations 
legislation for fiscal year 2012.  

 The continuing resolution would fund the government through November 18.  
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 The House is expected to take up the measure this week before taking a recess 
that lasts beyond the end of the current fiscal year on September 30.  

 At the time of this recording, no fiscal year 2012 appropriations bills had been 
completed.  

 The Budget Control Act of 2011 set the fiscal year 2012 discretionary spending 
cap at $1.043 trillion. 

o That is $7 billion less than the fiscal year 2011 level and will result in 
significant cuts to discretionary spending.  

 A FY 2012 appropriations bill passed earlier this month by the Transportation-
HUD Appropriations Subcommittee would make significant cuts to HUD 
programs and could foreshadow the kind of cuts that federal programs may 
expect to see.  

 The bill funds HUD at $38 billion, which is 7 percent or $3 billion less than FY 
2011 and 9 percent or $3.7 billion less than the president’s request. 

o The bill would slash funding for the HOME program by 25 percent 
compared with FY 2011 

o Housing Choice Voucher administrative fees would be cut by 24 percent 
compared with FY 2011.  

o The bill provides $3.5 billion for the Community Development Block Grant 
(CDBG) program, which is actually $165 million more than in FY 2011.  

o The bill does not include funding for the HOPE VI public housing 
revitalization program or the Choice Neighborhoods Initiative (CNI).   

 At the time of this recording, the full House Appropriations Committee had not 
announced a date for marking up the Subcommittee-passed bill.  

 The Senate T-HUD Appropriations Subcommittee is scheduled to mark up its bill 
today, Tuesday, September 20.   

 I will keep you apprised of that hearing in next week’s podcast.  
 
IRS Priority Guidance Plan  

 As promised last week, I have a summary of some items of interest from the 
Internal Revenue Service’s Priority Guidance Plan for 2011-2012.  

 The plan contains more than 300 projects that the IRS say are priorities for its 
work between July 2011 and June 2012.  

 There are four items related to the low-income housing tax credit: Housing Credit 
1. Final qualified contract regulations. Proposed regulations were published 

on June 19, 2007. 
2. Guidance concerning the ten-year rule waiver for federally and state-

assisted buildings. 
3. Regulations concerning utility allowances for sub-metered buildings. 

Interim guidance was issued in Notice 2009-44. 
4. Revenue procedure concerning recapture. 

 The IRS also has are also three guidance projects planned related to tax-exempt 
bonds.  

1. Final regulations on public approval requirements for private activity 
bonds. Proposed regulations were published on September 9, 2008. 

2. Regulations on arbitrage investment restrictions. 
3. Regulations on bond reissuance. Previous guidance was issued in Notice 

2008-41, Notice 2008-88 and Notice 2010-7. 
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 Please contact Mike Morrison or Jeff Nishita with the Novogradac LIHTC 
Working Group for questions about the LIHTC or tax-exempt bond items.  

 The priority guidance plan lists three projects related to the new markets tax 
credit.  

1. Final regulations under §45D on how an entity serving targeted 
populations meets the requirements to be a qualified active low-income 
community business. Proposed regulations were published on September 
24, 2008. 

2. Final regulations under §45D that revise and clarify certain rules relating 
to recapture of the new markets tax credit as well as other issues. 
Proposed regulations were published on August 11, 2008.  

3. Final regulations under §45D on new markets non-real estate 
investments. Proposed regulations were published on June 7, 2011. 

 For questions about the NMTC projects, please contact my partner Brad Elphick 
in our Atlanta office.  

 In the general tax issues section, the IRS’s plan also lists an item that is 
described only as “Guidance on the energy credit under §48.”  

o No additional information is provided.  
 If you’re interested in learning more about this item, to the extent it’s possible to 

know, I encourage you to contact my partner Tony Grappone, who helps run our 
Renewable Energy Tax Credit Working Group.  

 A copy of the IRS 2011-2012 Priority Guidance Plan can be found online at 
www.irs.gov.  

 When new guidance related to the low-income housing tax credit, the new 
markets tax credit, renewable energy tax credits or historic tax credits is released 
by the IRS, Novogradac & Company alerts the tax credit community by sending 
Industry Alert emails.  

 If you are not already signed up for this free email alert service, you can 
subscribe online at www.novoco.com.  

 
Senate Finance Committee Holds Hearing on Tax Reform 

 The Senate Finance Committee last week held a hearing on tax reform and there 
were several statements made of interest to the tax credit community.  

 Specifically, there were several suggestions made that tax expenditures should 
be curtailed or eliminated.  

 Senator Bill Nelson said quote 
o “We hear a lot about two entitlement programs – Social Security and 

Medicare. What we don’t hear about are the 250 entitlement programs 
cooked into the tax code. Tax expenditures – the various tax credits, 
deductions, and exclusions grafted onto the tax code – are entitlement 
programs, pure and simple. If you are eligible, you can claim the benefit. 
There is no application process. And there is no annual or even periodic 
review of their efficacy by Congress. In short, tax expenditures are 
entitlement spending run amok.”  

 Senator Nelson then suggested quote “If we simply reverted to the 1974 level of 
tax expenditures, we could wipe more than $400 billion off our annual deficit this 
year and more than $4 trillion over 10 years.”  
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 In his testimony at the hearing, Federal Reserve Chair Alan Greenspan told the 
committee that tax breaks should be completely eliminated and replaced with 
lower tax rates. 

 Martin Feldstein, an economics at Harvard University said, quote:  
o “Limiting tax expenditures and using the resulting revenue to lower 

marginal tax rates would produce a double win: it would reduce wasteful 
behavior directly and it would strengthen incentives for increased 
economic growth. And that can be made a triple win by using some of the 
resulting revenue to reduce budget deficits.”  

 Links to the prepared statements and testimony from this hearing can be found 
online at www.novoco.com. Simply click on the Hot Topics button and select the 
link for Tax Reform.  

 
Senate Finance Committee Hearing on Tax Reform  

 The Senate Finance Committee was scheduled to hold a hearing today entitle, 
“Tax Reform Options: Incentives for Innovation” 

 The hearing was held at 10 a.m. in the Dirksen Senate Office Building.  
 
Camp Announces Hearing on Economic Models Available to the Joint Committee 
on Taxation for Analyzing Tax Reform Proposals 

 Ways and Means Chairman Dave Camp last week announced that the 
committee will hold a hearing to review and examine the variety of economic 
models used by the Joint Committee on Taxation or JCT to analyze and score 
tax reform legislation.   

 The hearing will take place on Wednesday, September 21.  
 The committee last reviewed this topic at a hearing in 2002 
 This week’s hearing will not only examine changes in economic thinking and the 

Joint Committee’s capabilities since 2002, but also review the extent to which the 
current economic climate poses new challenges to this analysis.   

 In announcing this hearing, Chairman Camp said quote,  
o “A wide array of economists and business leaders have testified before 

the Ways & Means Committee that comprehensive tax reform that lowers 
rates by broadening the tax base will promote economic growth and job 
creation.  This hearing will examine the importance of ensuring that 
Congress can accurately measure the broad economic impact of 
comprehensive tax reform.” close quote  
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NEW MARKETS TAX CREDIT NEWS 
 
CDFI Fund Awards $25 Million in Healthy Food Financing  

 Last week the CDFI Fund announced $25 million in grants to organizations 
serving low-income neighborhoods with limited access to affordable and 
nutritious food, also called food deserts.  

 The grants, made available as part of the multi-agency Healthy Food Financing 
Initiative, were awarded to 12 CDFIs focused on developing solutions for 
increasing access to affordable healthy foods. 

 The CDFI Fund says the Healthy Food Financing Initiative represents the federal 
government's first coordinated step to eliminate food deserts.  

 In addition to the grants announced last week, the CDFI Fund anticipates 
supporting an additional $250 million or more of private sector financing of 
healthy food activities through the New Markets Tax Credit program.  

 Novogradac & Company’s NMTC Mapping Tool allows users to identify areas 
designated as food deserts under the Healthy Food Financing Initiative.  

 Users can also use the tool to search by address, census tract number, 
congressional district, school district or metropolitan area to determine if a site is 
located in an NMTC-qualified area.  

 To discuss the Healthy Food Financing Initiative, related opportunities, or the 
NMTC in general, I invite you to join Novogradac & Company at the annual New 
Markets Tax Credit Investors Conference.  

 The conference will be held on October 20 and 21 in Chicago, Ill.  
 I hope to see you there!  
 More information is available online at www.novoco.com/events.  

 
QEI Update  

 Earlier this month, the CDFI Fund released its monthly update to its ongoing 
Qualified Equity Investment Issuance Report. 

 The report identifies the dollar amount of allocation authority that has been 
issued to investors; and the amount remaining to be issued to investors. 

 In August, about $668 million of QEIs were finalized. 
 This is about $50 million less than the amount that was finalized in July. 
 The amount of available new markets tax credit allocation authority remaining is 

approximately $6.4 billion as of September 1.  
 We do expect a dramatic increase in QEIs in September and the first half of 

October related to the 9th round eligibility requirement related to QEI issuance.  
 A copy of the QEI report and a graph illustrating the amount of QEIs issued and 

the amount of authority remaining can be found online at 
www.newmarketscredits.com.  

 If you have questions about the October 14th QEI issuance deadline, please 
contact my partner Owen Gray in our San Francisco office or Annette Stevenson 
in our Cleveland , Ohio office.  
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HISTORIC TAX CREDIT NEWS 
 
Congressman Braley Introduces Bill to Extend Heartland Disaster Tax Relief 
Provisions 

 On September 13, Congressman Bruce Braley of Iowa introduced H.R. 2901 to 
help rebuild Iowa communities that have been damaged by natural disasters.   

 H.R. 2901, or the Rebuilding Communities Act, will extend tax provisions 
originally passed in 2008 in the Heartland Disaster Tax Relief Act. 

 Included in the legislation were provisions to give tax credits to rehabilitate 
buildings in communities that were damaged or destroyed by Midwest disasters.  

 The historic tax credit was raised from 20 percent to 26 percent of qualified 
expenditures for any certified historic structure.   

 The rehabilitation credit was raised from 10 percent to 13 percent of qualified 
expenditures for certain other buildings undergoing rehabilitation.   

 Currently, these provisions are set to expire on December 31, 2011.  
 The Rebuilding Communities Act would extend the provision for three years, 

through December 31, 2014. 
 The bill has been referred to the House Committee on Ways and Means.  
 The text of H.R. 2901 has been posted to the Historic Tax Credit Resource 

Center at www.historictaxcredits.com.  
 If you have questions about your historic tax credit project, I encourage you to 

contact my partner Tom Boccia in our Cleveland, Ohio office.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
IRS Grants Vermont Low-Income Housing Tax Credit Disaster Relief  

 Last week the Internal Revenue Service issued Notice 2011-74, which grants 
certain low-income housing tax credit properties relief from some Section 42 
requirements.  

 The move was intended to provide emergency housing relief in the wake of 
devastation caused by Tropical Storm Irene in Vermont beginning on August 27, 
2011.  

 The IRS will temporarily suspend income limitation and non-transient 
requirements for LIHTC properties that have received approval from the Vermont 
Housing Finance Agency to rent vacant units to individuals displaced by natural 
disasters.  

 Other rules and requirements of Section 42 will continue to apply during the 
temporary housing period. 

 If you are thinking about using this rule, I encourage you to talk to Jim Kroger or 
Thomas Stagg in our San Francisco office , as there are a number issues related 
to moving in tenants that don’t otherwise meet the income limitations or non-
transient requirements.  

 A copy of Notice 2011-74 can be found online at www.taxcredithousing.com.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Joint Hearing on Energy Tax Policy and Tax Reform Rescheduled 

 Congressmen Pat Tiberi and Charles Boustany last week announced a joint 
hearing on the intersection of energy policy and tax policy.  

 As some listeners may recall, this hearing was originally scheduled for August 3. 
 It will now be held on Thursday, September 22.  
 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. 

 Chairman Tiberi said that because the Ways and Means Committee has 
jurisdiction over energy tax policy, it 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 that 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.  

 I will report on any developments of note in next week’s podcast.  
 
Oregon BETC Update 

 A recent Oregon House Bill, H.B. 3606, changes how the Business Energy Tax 
Credit is calculated.  

 Specifically, the bill changes the interaction between Section 1603 grants and 
MEC reductions.  

 If you have projects to which this applies, I encourage you to check the updated 
rules and contact Nicolo Pinoli in our Oregon office or Molly O’Dell in our San 
Francisco office.  

 
 


