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Michael J. Novogradac, CPA, discusses the Deficit Reduction Super 

Committee’s hearing on tax reform; the status of the federal budget; and recent and 

upcoming congressional hearings. Then, he discusses the status of support in Congress 

for the New Markets Tax Credit Extension Act. In the historic tax credit segment, he 

provides a state level update on the latest developments Missouri. Next, he reviews the 

status of HUD funding for fiscal year 2012, and discusses redevelopment agency 

funding in California. Finally, he discusses a joint hearing on the intersection of energy 

policy and tax policy that was held last week. He also discusses a Senate bill introduced 

last week to accelerate the depreciation schedule for energy-efficient roofs and shares 

highlights from a report that found that solar companies are hiring faster than the rest of 

the economy. 

 

Summaries of each topic:  

1. General News (2:22 – 14:40) Pages 2-4  

2. New Markets Tax Credits (14:41 – 19:29) Pages 5-6 

3. Historic Tax Credits (19:30 – 21:40) Page 7 

4. Low-Income Housing Tax Credits (21:41 – 29:05) Pages 8-9 

5. Renewable Energy Tax Credits (29:06  – 37:09) Pages 10-12 

 

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.   

  



Novogradac Report on Tax Credits 
Summary: September 27, 2011 

 

2 
www.novoco.com/podcast 

©Novogradac & Company LLP 2011 

GENERAL NEWS 
 
Super Committee Discusses Tax Reform 

 Last week the Joint Select Committee on Deficit Reduction, or Super Committee, 
held a hearing where they discussed the current corporate and individual income 
tax system and tax reform.   

 A number of interesting points were raised during the hearing.  
 For example,  

o Senators Kerry, Portman, and Toomey suggested the Super Committee 
should tackle tax reform.   

o However, Senator Max Baucus and Representative Dave Camp tilted 
toward the need to do tax reform in the Senate Finance and Ways & 
Means committees.   

 Of interest to the affordable housing community 
o Congressman Xavier Becerra warned that elimination of the low-income 

housing tax credit would have adverse impacts on housing.  
o In his prepared testimony, Joint Committee on Taxation Chief of Staff 

Thomas Barthold noted that repeal of the low-income housing tax credit 
would generate less net revenue than the estimate of the cost of the tax 
expenditure might imply.  

 Regarding tax rates, committee members generally agreed that the top corporate 
tax rate of 35% was too high.  

o There was a lot of discussion of reducing corporate income tax 
expenditures in order to lower the top marginal corporate income tax rate.  

 I encourage you to visit my blog at novogradac.wordpress.com for more 
information. 

 In my blog I expand on some of these points and note a number of additional 
interesting remarks made during the hearing.  

 In addition to my observations, I’ve also posted link to a video recording of the 
hearing. 

 I also invite you to comment on my blog or send me an e-mail with any thoughts 
you have regarding the hearing.  

 For example 
o One commenter suggested, “Dealing with tax reform in the super 

committee is like tackling global poverty on a cooking show. Might make 
good TV but has no connection to reality.”  

 What do you think? Do you agree that it’s unrealistic for the Super Committee to 
address tax reform in its recommendations, or do you think it’s feasible?  

 I look forward to hearing from you.  
 
Standoff Could Mean Government Shutdown  

 At the time of this recording, lawmakers in the House and the Senate were 
locked in a stalemate over emergency funding, and that standoff is holding up a 
passage of a continuing resolution that would provide short-term spending 
measure to keep the federal government running into the new fiscal year that 
begins this weekend. 

 The continuing resolution is necessary because Congress has not passed any 
individual fiscal year 2012 appropriations bills.     
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 The continuing resolution would continue funding for the federal government 
through November 18.  

 In theory, that would allow Congress to complete its appropriations work for fiscal 
year 2012 through one or more omnibus bills that would fund multiple agencies. 

 As for the debate over the continuing resolution, the sticking point at the time of 
this recording was whether or not funding for disaster aid should be offset. 

 Both the House and Senate-proposed resolutions reduce fiscal year 2012 
funding by 1.5 percent, in turn reducing total federal spending to the fiscal year 
2012 spending cap of $1.043 trillion agreed to earlier this year in the debt limit 
deal.   

 Both versions also include additional funds for FEMA and the Army Corps of 
Engineers following Hurricane Irene, Tropical Storm Lee, tornadoes and wildfires 
so far this year. 

 On Thursday, the House passed a bill that includes spending cuts to offset some 
of the increased disaster relief aid.  

 The House went into recess after passing its version of the continuing resolution. 
 Democrats oppose those offsets, saying that disaster relief should be allowed to 

pass unencumbered.  
 As such, the Democratic-led Senate rejected the House measure on Friday. 
 Lawmakers have until Friday to come to an agreement on the current continuing 

resolution.  
 To stay informed on the status of this standoff, I encourage you to follow me on 

Twitter, where I’ll tweet updates as they become available.  
 Last week, the Senate Appropriations Committee passed an appropriations bill to 

provide funding for the U.S. Department of Housing and Urban Development.  
o I will discuss that bill in more detail in this week’s Low-Income Housing 

Tax Credit discussion.  
 
Senate Finance Committee Hearing on Tax Reform  

 The hearing focused mostly on the R&D tax credits, although it was broadly 
focused on incentives for innovation.  

 During the hearing, both Senator Baucus and Ranking Member Orrin Hatch 
spoke in support of the Greater Research Opportunities With Tax Help 
(GROWTH) Act.  

 The bill would make the R&D tax credit permanent.  
 Most witnesses supported the R&D credit, arguing that it created jobs and 

spurred investment.  
 However, some witnesses disagreed. 
 The hearing gives an interesting perspective of how members of the Senate 

Finance Committee view the benefits and potential detriments of tax credits as a 
tool for creating incentives.  

Ways and Means Hearing on JCT Models 
 The Ways and Means Committee held a hearing last week, “Economic Models 

Available to the Joint Committee on Taxation for Analyzing Tax Reform 
Proposals.”   
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 The hearing was intended to consider what tools are available for the Joint 
Committee on Taxation to score the impact of tax reform legislation.  

 The key question is if you believe tax reform will lead to greater economic 
activity, can you score revenue gains from that enhanced economic activity.  

Volcker Rule Update  
 We’re still awaiting regulations for the Volcker Rule.  
 We expect draft regulations to be proposed within the next few weeks.  
 There will likely be a 60 or 90 day comment period.  
 It’s an area where we do expect banks to have reason to comment – either in 

support of provisions or calling for clarification.   

Upcoming Hearing 
 A House Financial Services Insurance, Housing, and Community Opportunity 

Subcommittee is scheduled to hold a hearing on October 12 about the Housing 
Choice Voucher program.  

 I will discuss my thoughts on the results of that hearing in a future podcast.  
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NEW MARKETS TAX CREDIT NEWS 
 
NMTC Extension Gains Support in the House  

 The New Markets Tax Credit Coalition reports that nine new co-sponsors signed 
on last week to support H.R. 2655, the New Markets Tax Credit Extension Act of 
2011.  

 The NMTC Extension Act would extend the tax credit program for five years and 
provide $5 billion in annual authority.  

 The bill would also provide an Alternative Minimum Tax exemption similar to 
those that investors get for investing in other federal tax credits. 

 The newest cosponsors are Representatives Cole, Higgins, Larson, Lee, 
Michaud, Napolitano, Pingree, Stark and Tsongas. 

 These additions bring the total number of cosponsors for the House bill to 17.  
 
Cantwell Leads Charge for NMTC Extension in the Senate  

 Senator Maria Cantwell, a Democrat from Washington state, recently renewed 
her call for an extension of the New Markets Tax Credit program. 

 The senator visited the Seattle Children’s Research Institute earlier this month. 
o The institute is a children’s hospital and medical research center that 

used new markets tax credits to expand its facilities and research 
programs.  

o The new markets tax credit financing enabled the research institute to 
hire 150 workers. 

 During a speech at the site, Cantwell called on Congress to include the NMTC 
program in a national jobs strategy. She cited the NMTC program’s track record 
of creating middle-class jobs.  

 The visit was one of several that Cantwell has made in the last month to sites in 
Washington where the NMTC program is creating jobs.  

 Senator Cantwell has been urging Senate and House leaders to pass S. 996, the 
Senate’s New Markets Tax Credit Extension Act. 

 On September 16, she sent a letter to Senate Majority Leader Harry Reid and 
Senate Minority Leader Mitch McConnell urging them to extend the NMTC 
program.   

o In the letter, Senator Cantwell says that with the stalled economy and 
high unemployment rate that Congress cannot allow the important job 
creation program to lapse. 

 At the time of this recording, S. 996 had 16 cosponsors, of which Senator 
Cantwell is one.  

 A copy of the NMTC Extension Act and a link to Senator Cantwell’s letter urging 
its passage can be found online at www.newmarketscredits.com.  

 
QEI Issuance Reminder 

 Organizations that applied for the 9th round of new markets tax credits and that 
have previously received a new markets tax credit allocation are reminded that 
they have approximately one month left to meet the qualified equity investment 
threshold. 

 In order to be eligible to apply for an allocation of new markets tax credit authority 
in the 2011 round, applicants must have issued a requisite minimum amount of 
QEIs from their prior allocation(s) by October 14.  
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 This requirement may also apply if an applicant’s affiliates have previously 
received a new markets tax credit allocation. 

 Applicants are also reminded that the CDFI Fund will only consider as “issued” 
those QEIs that have been recorded and finalized (as opposed to listed as 
“pending”) in the CDFI Fund’s Allocation Tracking System. 

 Questions about the QEI threshold can be directed to my partner Owen Gray in 
our San Francisco office or my partner Annette Stevenson in our Cleveland, Ohio 
office. 
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HISTORIC TAX CREDIT NEWS 
 
State Level Update from Missouri  

 The ongoing negotiations that we’ve been covering Missouri’s legislature over 
state tax credit reform appear to have reached an impasse. 

 At the time of this recording, a standoff over sunsets threatens to torpedo the 
passage of a major tax-credit reform and economic development bill that was the 
impetus for the current special legislative session. 

 Essentially, lawmakers disagree whether or not sunsets should be placed on the 
state's historic preservation and low-income housing development tax credits.  

 Under the Senate version of the economic development bill, the state historic 
preservation and low-income housing tax credits would have to be renewed by 
the legislature after seven years.  

 The Senate version also caps the two programs at $70 million annually.  
 But rather than take up the Senate’s plan, the House instead crafted its own 

version, which removed the sunsets on the state housing and historic credits that 
are in the Senate’s bill.  

 Senate President Pro Tem Robert Mayer said his chamber would not budge on 
the issue of sunsets.  

 House Speaker Steve Tilley warns that that placing sunsets would give individual 
lawmakers too much authority to diminish the programs over time.  

 If lawmakers are unable to reach an agreement, it’s likely that they will call an 
end to the special session and leave the state tax credits unchanged.  

 As soon as a resolution is reached, we will post the news online at 
www.historictaxcredits.com.  

 If you have questions about the Missouri state historic tax credit, or the historic 
tax credit in your state, I invite you to call my partner Tom Boccia in our 
Cleveland, Ohio office.  

 
  



Novogradac Report on Tax Credits 
Summary: September 27, 2011 

 

8 
www.novoco.com/podcast 

©Novogradac & Company LLP 2011 

LOW-INCOME HOUSING TAX CREDIT NEWS 
 
HUD Budget Update 

 Appropriations bills for the U.S. Department of Housing and Urban Development 
are steadily making their way through Congress as fiscal year 2012 approaches. 

 On September 21, the Senate Appropriations Committee passed S. 1596, which 
provides funding for the HUD, the Department of Transportation and other 
programs.  

 The measure provides nearly $37 billion to fund HUD programs in FY 2012.  
 While the bill funds many programs at levels similar to FY 2011, there some 

notable changes.  
 Here are just a few: 

o The Senate bill would increase funding for housing choice vouchers to 
$18.9 billion, which includes $75 million for HUD-Veterans Affairs 
Supportive Housing vouchers. 

o It would also increase funding for project-based rental assistance to $9.4 
billion.  

o The Senate measure also includes decreases to several programs.  
o For example, it would decrease funding for the public housing capital fund 

to $1.9 billion.  
o It would also decrease funding for the Community Development Block 

Grant program to $2.85 billion.  
 One of the largest decreases was to the HOME Investment Partnership program.  

o The Senate bill provides $1 billion in funding for fiscal year 2012, which is 
nearly 38 percent less than the program received in FY 2011.  

o In a memo to its members last week, the ACTION Coalition noted that the 
HOME program is an important gap-financing tool for the affordable 
housing community.  

o And as such, the group said that Congress’ intent to dramatically reduce 
HOME funding demonstrates the importance of maintaining and making 
permanent the current 9 percent fixed floor rate for low-income housing 
tax credit financed projects.  

 The Senate Appropriations bill differs from the bill passed by the House 
Appropriations Committee.  

o The Senate bill funds several programs that the House version does not, 
including 
 HUD’s Housing Counseling program, at $60 million; 
 The Choice Neighborhoods program, at $120 million; and  
 The Sustainable Communities program, at $90 million. 

 At the time of this recording it was expected that Congress would pass a 
continuing resolution to authorize continued government spending through 
November 18.  

 It’s also widely expected that Congress will enact one omnibus appropriations bill 
for FY 2012 that will combine all of the dozen individual appropriations bills into 
one.  

 In his next Policy Points column in our Journal of Tax Credits, Enterprise’s Peter 
Lawrence discusses the progress of HUD appropriations and what the lower 
funding levels could mean for the affordable housing community.  
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 If you are not already a subscriber to the Journal of Tax Credits, please call 415-
356-7995 to request a free sample copy.  

 Or visit the Affordable Housing Resource Center at www.novoco.com/journal to 
learn more.  

 
California Redevelopment Agencies Update 

 And now for the latest in the ongoing battle for California’s redevelopment 
agencies. 

 As you may remember from previous Tax Credit Tuesday podcasts, California’s 
2011-2012 budget included two trailer bills that would effectively eliminate 
redevelopment agencies on October 1, 2011 unless the agencies make specified 
contributions to local school and special districts. 

 In response to the bills, the California Redevelopment Association filed a petition 
for writ of mandate that challenges the constitutionality of the trailer bills. 

 The association represents redevelopment agencies and allied firms in 
California.  

 The group also filed an application for a temporary stay that would prevent the 
dissolution of the redevelopment agencies while the case is pending. 

 The Supreme Court granted the temporary stay, which keeps the agencies from 
being disbanded, but doesn’t allow them to initiate new projects. 

 On August 22, the California Redevelopment Association and the League of 
California Cities asked the court to clarify that  

o the stay did not undo continuation ordinances enacted prior to issuance of 
the stay and  

o that communities that did not enact a continuation ordinance prior to the 
stay be permitted to do so while the case is pending. 

 On September 14, the Supreme Court denied the request to modify the stay.  
 The modification would have allowed redevelopment agencies that agreed to 

make remittance payments under the voluntary redevelopment program to 
initiate new activities or obligations. 

 The denial means that redevelopment agencies can only service existing debt 
obligations until the court rules on the merits of the case.  

 In a September 16 bulletin about the court’s denial of the request to modify the 
stay, the California Redevelopment Association advises redevelopment agencies 
that: 

o They should consider continuation ordinances adopted prior to the stay 
suspended; and 

o That, because the Supreme Court has indicated that it would extend the 
period for adoption of continuation ordinances, adopting ordinances that 
would only take effect if the court upholds the budget bills may be 
unnecessary.   

 There are sure to be more developments as the case makes its way through the 
Supreme Court.  

 We will continue to provide updates on the case future Tax Credit Tuesday 
podcasts between now and the court’s ruling, which is expected on or before 
January 15. 
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Joint Hearing Highlights 

 As promised, I’d like to start this week’s renewable energy discussion with a 
review of last week’s hearing on the intersection of energy policy and tax policy. 

 The event was a joint hearing between the House Ways and Means Committee’s 
Subcommittee on Select Revenue Measures and Subcommittee on Oversight. 

 The discussion featured three panels of witnesses.   
o The first panel examined the IRS’s administration of green energy credits 

included in the American Recovery and Reinvestment Act of 2009.   
o The second panel examined different viewpoints on the proper role of the 

tax code in promoting U.S. energy policies.   
o Finally, the third panel examined H.R. 1380, the New Alternative 

Transportation to Give Americans Solutions Act of 2011 
 It’s important to note that some of the testimony and discussion addressed 

energy tax credits for consumers, such as those for hybrid vehicles or energy 
efficiency home improvement.  

 However, some interesting points about corporate energy tax credits were also 
raised.  

 For example, in his testimony Donald Marron of the Urban Institute called for tax 
reform. 

o He said that any discussion of energy tax policies should recognize the 
larger challenges that our tax system faces.  

o And like many others before him, Marron suggested that by reducing, 
eliminating, or redesigning existing tax preferences, policymakers could 
make the tax system simpler, fairer, and more conducive to future 
prosperity.   

o However, he also cautioned that lawmakers should not simply eliminate 
every tax preference.  
 He said, quote, “Some tax preferences try to promote important 

social and economic goals, including the move to cleaner energy 
sources. Rather than discard them all wholesale, lawmakers 
should weigh the benefits and costs of each.”  

 Neil Auerbach of Hudson Clean Energy Partners also spoke at the hearing.  
 Auerbach called on lawmakers to extend renewable energy tax credits for longer 

periods of time because the frequent last-minute, short-term extensions have 
made it difficult for manufacturers and project developers to engage in long-term 
investment planning. 

 He also suggested that, to increase capital availability and support a deeper, 
more liquid market for tax credits, the investor base must be broadened.  

o One way he suggested that the pool of capital could be expanded would 
be to broaden the eligibility of those who can claim renewable energy tax 
credits.  

o Auerbach also testified that another option to expand the pool of capital 
would be to enable renewable energy developers to utilize a master 
limited partnership financing/ownership structure.   

 These are just a few of the ideas discussed in the joint hearing.  
 Novogradac & Company has posted links to the testimony from the hearing and 

related information online at www.novoco.com.  
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 Perhaps most interesting document available there is the analysis that was 
prepared by the JCT for the joint hearing.  

 The JCT report contains an excellent summary of energy related tax 
expenditures.  

 The report is also online at www.novoco.com.  Just click on the Hot Topics button 
and then follow the Tax Reform link.  

 
Senator Introduces Bill to Accelerate Depreciation Schedule for Energy-Efficient 
Roofs 

 Last week, Sen. Ben Cardin of Maryland introduced S. 1575, the Energy-Efficient 
Cool Roof Jobs Act. 

 S. 1575 would reduce the depreciation deduction schedule on commercial roof 
retrofits,  

 Sen. Cardin says this will lead to increased adoption of energy-efficient roofs 
and, in turn, the creation of as many as 40,000 construction jobs nationwide. 

 Typically, commercial roofs are depreciated over 39 years; under this bill, the 
depreciation recovery period would be shortened to 20 years. 

 Cardin says this legislation corrects an inequity in the tax code by more closely 
aligning a commercial roof’s depreciation period with its average lifespan, which 
is only 17 years. 

 The accelerated depreciation schedule would apply to commercial roofs that 
meet certain energy-efficiency standards and that are placed in service within the 
next two years. 

 You can find the text of S. 1575 at www.energytaxcredits.com.  
 
National Solar Jobs Census 2011 Finds Solar Companies Hiring Faster Than Rest 
of Economy  

 On September 19, the Solar Foundation announced that more than 100,000 
Americans are now working in the U.S. solar industry.  

 This figure is from preliminary data the group released from its report entitled, 
“National Solar Jobs Census 2011: A Review of the U.S. Solar Workforce.”  

o The National Solar Jobs Census 2011 measured solar employment 
during the period between August 2010 and August 2011. 

o The census examines employment along the solar value chain.  
o The report includes growth rates and job numbers for 31 separate 

occupations.  
o It also examines solar employment at the state level. 

 According to the foundation, solar businesses added more than 6,700 new 
workers in all 50 states since August 2010.  

 This represents a 6.8 percent growth rate.  
 The group reports that during the same 12-month period, jobs in the overall 

economy grew by a mere 0.7 percent.  
 The full National Solar Jobs Census 2011 report will be made available at Solar 

Power International ‘11 on October 17.  
 
Solyndra Hearing 

 On Friday, September 23, the House Energy and Commerce Committee 
Subcommittee on Oversight and Investigations held a hearing, “From DOE Loan 
Guarantee to Bankruptcy to FBI Raid: What Solyndra's Executives Knew.”  
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 The hearing was related to a congressional investigation of a $535 million DOE 
loan guarantee to the solar manufacturer Solyndra.  

 We expect this issue to continue to be in the background as discussions in 
Congress, and will have a dulling effect on generating additional support for 
various energy subsidies.  


