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Michael J. Novogradac, CPA, discusses the latest tax credit industry news for the week of Oct. 

23, 2012. In general tax credit news, he informs listeners about a Joint Committee on Taxation 

experiment that explored eliminating tax expenditures, updated listeners about the results of his 

Lame Duck Congress poll and reveals his own thoughts on the likely outcome. In low-income 

housing tax credit news, he alerts listeners to the Internal Revenue Service’s distribution of 

unused 2012 LIHTC allocation and its announcement of inflation-adjusted 2013 volume caps as 

well as a change to rural populations that could affect LIHTC properties and a new industry 

group that aims to keep municipal bonds tax exempt. In historic tax credit news, he reports on a 

pledge from Rhode Island State Rep. Jeremiah O’Grady to push for an extension of the state’s 

HTC program and a request for a rehearing of the Historic Boardwalk Hall case. In renewable 

energy tax credit news, he alerts listeners to an opportunity to provide comment on a production 

tax credit-related notice and shares the American Wind Energy Association’s opinion on the 

candidates’ mentions of wind energy in the second presidential debate. Finally, in new markets 

tax credit news, he discusses Sen. Tom Coburn’s Wastebook 2012 and Maine congressional 

candidate Kevin Raye’s support of the Maine NMTC program. 

  

 

Summaries of each topic:  
1. General News (3:18 – 7:50) Pages 2-3 

2. Low-Income Housing Tax Credits (7:51 – 16:37) Pages 4-5 

3. Historic Tax Credits (16:38 – 18:47) Page 6 

4. Renewable Energy Tax Credits (18:48 – 20:08) Page 7  

5. New Markets Tax Credits (20:09 – 24:26) Pages 8-9 

 

 

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 
 
Tax Reform  

• The centerpiece of several discussions on tax reform last week was news from the Joint 
Committee on Taxation or JCT, which released the results of what it describes as 
experiment conducted on the concept of repealing tax expenditures and using all or part 
of the revenues to reduce marginal tax rates.  

• Senate Finance Committee Chairman Max Baucus asked the committee to investigate 
the concept during a Finance Committee meeting about expiring tax provisions on 
September 19.  

• This experiment did not repeal all tax expenditures. In the analysis released last week, 
the JCT only considered the effect of repealing some of the largest provisions on the 
individual side of the tax code, including all itemized deductions, special treatment of 
capital gains and dividends, and the interest exclusion on newly issued state and local 
bonds. 

• It did not include repeal the ability of individuals to exclude from their income insurance 
premiums paid by their employers or the exclusion of retirement contributions by 
individuals or by employers on behalf of their individuals. 

• These are two of the three largest individual income tax expenditures. 
• The JCT reports that the revenue raised would be enough to reduce ordinary income tax 

rates by 4 percent.  
• That’s four percentage points, meaning a top rate of 35 percent could go down to 31, 28 

percent could go down to 24 and so forth. 
• Some observers took these results to suggest that meaningful tax reform will require 

raising taxes.   
• However, JCT Chief of Staff Thomas Barthold said these results are “a preliminary first 

step” toward fully studying the concept.  
• For example, a number of large tax expenditures such as the earned income tax credit, 

the child credit, and the exclusion for employer-sponsored health insurance, were not 
part of this first experiment. 

• Those other expenditures represent trillions of dollars that were not factored in to this 
initial analysis.  

• A copy of the JCT’s analysis as well as a response from a group called the Committee 
for a Responsible Federal Budget can be found online at www.novoco.com. Just click on 
Hot Topics and then choose the link for Tax Reform.  

 
Poll Update 

• Last week I invited listeners to weigh in with your predictions for the Lame Duck session 
Congress will conduct in November and December.  

• So far, opinions are mixed.  
o Most responses at the time of this recording – 45 percent – predict that Congress 

will pass a six--month extenders package in mid-November to buy time for a 
grand bargain.   

o The next most popular option – garnering 35 percent of responses so far – is that 
Congress will be unable to reach an agreement this year and will have to return 
to negotiations in early 2013.  

http://www.novoco.com/
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o The least-predicted outcome - with about 20 percent of votes – is that Congress 
will battle it out until late December and pass a yearlong tax extenders package 
at the last minute.  

• So what do I think?  
• My own prediction is that we will see an extension of the Bush era tax cut as well as a 

number of other provisions and push back of the sequester. 
• There will be some type of agreement before the end of the year. 
• That agreement will be in the six to 12 months time frame.  
• I’m more inclined to think it will be a full year because six months doesn’t give you quite 

enough time to get through a session of Congress. 
• Please go online and share your predictions as well.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
IRS Distributes Unused 2012 LIHTC Allocation  

• Last week the IRS announced the amounts of unused 2012 low-income housing tax 
credit allocation carryovers that it allocated to 34 states and Puerto Rico. 

• Although more states received a carry-over award this year compared to last year, there 
wasn’t as much unused allocation to go around. 

• This year the national pool was $2.43 million. 
• That’s approximately $1.23 million less than the amount available in 2011. 
• California received the largest allocation again this year, which was approximately 

$364,000. 
• The second highest award went to Texas, which received just more than $248,000 in 

LIHTCs. 
• A list of the qualified states and their respective allocation amounts from the 2012 

National Pool are listed in Revenue Procedure 2012-42, which you can find online at 
www.taxcredithousing.com.  

 
IRS Announces Inflation-Adjusted Caps for 2013  

• Also last week the IRS announced the inflation-adjusted low-income housing tax credit 
and private activity bond caps for 2013.  

• For calendar year 2013, the amount used to calculate the state LIHTC ceiling is the 
greater of $2.25 multiplied by the state population or $2.59 million.  

• The amount used to calculate the state ceiling for the volume cap for private activity 
bonds in 2013 is the greater of $95 multiplied by the state population or $291,875,000. 

• These figures were published in Revenue Procedure 2012-41, which can also be found 
online at www.taxcredithousing.com.  

 
Change Rural Populations Could Affect Tax Credit Property Income Limits  

• Next, I would like to alert you to a topic that Novogradac & Company is studying for its 
potential effect on rent and income limits for some low-income housing tax credit 
properties.  

• As listeners may know, 9 percent low-income housing tax credit projects in rural areas, 
as defined by Section 520 of the Housing Act of 1949, are allowed to use the greater of 
the national non-metro median income or the HUD published income limits for their area 
in determining their rent and income limits.   

• For the past several years, the rural designation has been determined using population 
data from the 2000 census.   

• However, with the release of the 2010 census population some areas that were rural 
according to the 2000 census may no longer be considered rural.   

• New affordable housing projects in affected areas would no longer be eligible to be use 
the national non-metro median income, which could decrease the LIHTC rent and 
income limits.   

• In some cases, the difference in income limits could be as much as $$2,650 or 11 
percent.  

• A detailed analysis of this change will be available in an upcoming Journal of Tax Credits 
article.   
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• We’re also looking at the impact that such a change could have on existing rural 
projects. 

• If you have any questions concerning the rural designation in your area and what that 
means for the status of your affordable housing projects please contact Thomas Stagg in 
our Bellevue Washington office at 425-453-5783.  

 
Municipal Bonds for America  

• Tax-exempt bonds have been a hot topic in Washington lately, and industry participants 
are banding together to fight for the continued existence of municipal bonds, including 
those used to fund multifamily housing.  

• The new group is called Municipal Bonds for America and is made up of municipal bond 
dealers, issuers and local leaders.  

• Three founding members will lead the coalition: 

o Mark Jahr, president of the New York Housing Development Corporation who is 
representing the National Association of Local Housing Finance Agencies; 

o Marty Vogtsberger, senior vice president and managing director of Fifth Third 
Securities; and  

o Ken Williams, manager of the municipal bond department at Stifel Nicolaus.At 
the time of this recording, the coalition had 22 additional members, including 
several representing municipal governments and securities firms.  

• The group describes itself as a nonpartisan coalition of senior leadership at middle 
market and regional broker dealers and state and local government officials.  

• Special areas of focus will include housing, public power, education and transportation. 
• Coalition members plan to author op-eds and letters to the editor as well as white papers 

for policymakers. 
• These analyses that advance proposals that protect the interest of taxpayers, investors 

and state and local governments, particularly in the context of broad-based tax reform.  
• For example, the group plans to fight against suggestions like one included in a recent 

memo that the Joint Committee on Taxation sent to the Senate Finance Committee.  
o The memo analyzed the effect that repealing the interest exclusion on state and 

local bonds issued after Dec. 31, 2012 would have on revenue.  
o The group says that while eliminating municipal bonds tax-exemption would 

provide additional federal revenue, it would be detrimental to local government 
and infrastructure. 

• This memo and how the coalition will respond to these types of challenges will be 
discussed in detail in the December issue of the Journal of Tax Credits.  

• You can subscribe to the Journal by calling 415-356-8000 or you can download the free 
Journal of Tax Credits iPad app.  

o Inside the app, readers can download free sample of the March issue or they can 
subscribe for a year, or purchase individual issues of the magazine.  

o To check out the app, go to the iTunes store and search for Novogradac, or the 
Journal of Tax Credits.  
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HISTORIC TAX CREDIT NEWS 
 
Rhode Island Lawmaker Pledges Push for Tax Credit   

• The Valley Breeze reports that State Rep. Jeremiah O'Grady has renewed his pledge to 
push for a restoration of the state Historic Preservation Tax Credit program if re-elected 
to House District 46. 

• The paper quotes O’Grady as saying in a release quote "Our municipalities are facing 
unprecedented financial stress … If we are ever going to get beyond this state's 
municipal fiscal crisis, we must find ways for our cities and towns to stabilize their tax 
bases. The Historic Tax Credit program provides just such a tool." Close quote 

• O'Grady was a main proponent of the House bill to restore the program during the 2012 
legislative session that was ultimately unsuccessful. 

 
Rehearing Petition Filed in Historic Boardwalk Hall 

• The taxpayer in the case Historic Boardwalk Hall v. Commissioner filed a petition for 
rehearing or rehearing en banc of the 3rd Circuit Court of Appeals’ Aug. 27 panel opinion 
that denied historic rehabilitation tax credits to investor Pitney Bowes.  

• The petition argues  
• that the panel’s opinion is contrary to precedent and uses the wrong standard of review,  
• that it wrongfully treats the historic tax credit allocation to the investor as a repayment of 

capital to the investor by the partnership,  
• and that its risk analysis erroneously treats the tax credits as property to be transferred 

or sold.  
• The petition does not list a deadline for the court to respond. 
• A copy of the petition, and other documents related to the case, can be found online at 

www.historictaxcredits.com.  
• Petitions like this for rehearing are seldom granted, but you never know.  
• Detailed analysis of the case and what it means for the tax credit community is featured 

in this month’s issue of the Novogradac Journal of Tax Credits.  
• For a free sample copy of the Journal, send an email to cpas@novoco.com.  

 
 

  

http://www.historictaxcredits.com/
mailto:cpas@novoco.com
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
IRS Invites Comments on Notice 2009-52 

• The IRS is accepting comments on the notice that describes the procedures for electing 
the renewable energy investment tax credit in lieu of the production tax credit under the 
Recovery Act. 

• The guidance, numbered Notice 2009-52, also discusses how to coordinate this election 
with the option to take a Section 1603 grant. 

• No changes to the document have been proposed. 
• Comments on Notice 2009-52 will be accepted through Dec. 17. 
• You can find a copy of the comment request and the notice at 

www.energytaxcredits.com. 
 
Renewable Energy Makes Debate Cameo  

• Wind energy was mentioned six times in the second presidential debate, three by each 
candidate, and all favorably, this according to the American Wind Energy Association or 
AWEA.  

• While debating how to improve job growth and the economy, both candidates voiced 
support for wind power. 

• AWEA says their comments illustrate why the wind industry believes bipartisan support 
exists to extend the production tax credit during the lame duck session of Congress next 
month after the election.  

• A transcript of all six mentions can be found on the group’s website at www.awea.org.  
  

 
  

http://www.awea.org/


Summary: October 23, 2012 
 

NEW MARKETS TAX CREDIT NEWS 
 
NMTCs Mentioned in Sen. Coburn’s Wasteful Spending Report 

• Last week, Republican Senator Tom Coburn released “Wastebook 2012,” the third 
edition of his annual report on what he deems to be wasteful government spending. 

• This year’s Wastebook cites 100 examples of spending by the federal government that 
add up to $18 billion when combined. 

• Coburn said the report helps expose the irrationality of sequestration or across-the-
board cuts. 

• One of the spending areas the Wastebook questions is the Treasury’s Healthy Food 
Financing Initiative. 

o As part of this $32 million initiative, the CDFI Fund has encouraged CDEs to 
deploy new markets tax credit allocation to projects that increase access to fresh 
and healthy foods in communities that currently lack these options. 

o According to the Coburn report, there is no evidence that access to healthy foods 
leads to healthier eating. 

o His report says that more studies should have been conducted to prove the 
strategy’s effectiveness before it was implemented on a large scale. 

o However, the White House Task Force on Childhood Obesity has found that 
limited access to healthy choices can lead to poor diets, higher levels of obesity 
and other diet-related diseases. 

o And in addition to improving food options in low- and moderate-income areas, the 
initiative’s targeted assistance creates viable businesses that create jobs, help 
revitalize communities and open up new markets for farmers to sell their 
products, according to the U.S. Department of Health and Human Services. 

• Another area the report deemed an example of needless spending was a specific NMTC 
project in St. Louis, Missouri. 

o The city received a $3.5 million NMTC allocation to build a turn-of-the-century 
trolley system from the Missouri History Museum to the University City Library. 

o The Wastebook cites critics who say that the system will duplicate existing public 
transportation lines. 

o But in fact the trolley will connect two MetroLink stations to the history museum, 
University City’s City Hall and the Delmar Loop. 

o And according to an article in the St. Louis Post-Dispatch, critics of the project 
were mainly concerned that the trolley would impede car traffic and reduce street 
parking. 

o In the same article, mass-transit experts predicted that the trolley would actually 
help ease traffic congestion in the area. 

 
Maine NMTC Program Discussed in Election Coverage  

• As Election Day approaches, tax credit programs aren’t making many headlines, but in 
Maine they did make a cameo last week.  

• Maine senate president, Kevin Raye, a Republican who is running for Congress, cited 
Maine’s new markets tax credit program as a great way to encourage job growth in the 
state.  

o Raye sponsored the Maine New Markets Capital Investment program, which was 
enacted last year.  
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o The program allows investors to claim a 39 percent tax credit over the course of 
seven years and basically has the same requirements as the federal NMTC 
program.   

o Raye cited a torrefied wood pellet factory in Millinocket that received credits as a 
concrete example of jobs created by the program.  

o Raye had introduced an amendment to the state budget to enable the company 
to participate in the NMTC program.  

• In an earlier release the senator said of the program, and I quote: 
o "Those of us who live and work in rural Maine have seen so many manufacturing 

plants idled and wasting away. The New Markets Tax Credit and other steps we 
have taken to make Maine more jobs-friendly are making a difference as we look 
to the future." 

• It’s great to have candidates out there supporting the new markets program, especially 
at a time when the industry can use all the support it can get to renew the program.  

• The New Markets Tax Credit Resource Center features links to more information about 
the federal new markets tax credit, as well as state new markets tax credit programs.  

• You can visit www.newmarketscredits.com to learn more. 
 
 

http://www.newmarketscredits.com/

