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Michael J. Novogradac, CPA, shares updates on tax extenders and the 

president’s fiscal reform commission. Then, he discusses an announcement for 

Recovery Act’s Section 1602 grant recipients and reviews the findings of a GAO 

report on the reporting requirements of three HUD programs, including the Tax 

Credit Assistance Program. Next, he talks about the announcement of Ohio’s first 

round of state new markets tax credits awards and two announcements from the 

CDFI Fund. Then he previews historic tax credit articles from November’s 

Journal of Tax Credits. Finally, he discusses the Lead by Example initiative 

program in Massachusetts and talks about a video released by the American 

Wind Energy Association that refutes some recent criticisms that have been 

made about the Recovery Act’s Section 1603 cash grant in lieu of renewable 

energy tax credit program.  

   

Summaries of each topic:  
1. General Tax Credit News (2:00 – 4:37) Pages 2-3 

2. Low-Income Housing Tax Credit News (4:38 – 9:25) Pages 4-5 

3. New Markets Tax Credit News (9:26 – 14:04) Pages 6-7 

4. Historic Tax Credit News (14:05 – 16:02) Page 8 

5. Renewable Energy Tax Credit News (16:03 – 19:40) Pages 9-10 

 

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, 2010 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 

 
Extender Update 
 While members of Congress are away from Washington, D.C., work is 

being done to prepare for their return after the elections.  
 Specifically, reports indicate that the groundwork is being laid regarding 

how tax extenders will be handled.  
 One possibility is that the extension of unemployment insurance will 

provide an opportunity for Congress to consider extenders legislation.  
 The most recent extension of unemployment insurance expires at the end 

of November.   
 We are hearing that a deal may be in the works to extend both 

unemployment insurance and tax extenders, and exempt both of them 
from Pay As You Go rules.  

 It’s still too early to tell anything definitively, but we will continue to follow 
the topic and report in future podcasts.  

 In related news, BNA reported last week that tax officials are geared up to 
respond quickly with guidance in the event that Congress passes carried 
interest legislation in a post-election session. 

 BNA reports that Robert Crnkovich, senior counsel in the Treasury Office 
of Tax Policy, said that the government would devote the necessary 
resources to address the issues raised by the bill as quickly as possible in 
the event of passage. 

 The latest version of congressional extenders legislation, which includes 
the carried interest treatment, was introduced by Senate Finance 
Committee Chairman Max Baucus in September.  

 That bill would change the tax treatment of carried interest so it would be 
taxed as ordinary income. 

  
Fiscal Review Panel May Delay Meeting 
 The next planned meeting of President Obama's fiscal commission after 

the midterm elections could be delayed, according to BNA.  
 The commission is made up mostly of lawmakers.  
 Bruce Reed, the panel's executive director, told reporters last week that 

because Congress isn’t scheduled to return to Washington, D.C. until 
November 15, the fiscal commission may have to reschedule its 
November 10th meeting.  

 The November 10th meeting is the last gathering before the commission 
holds its final meeting on December 1st.  

 December 1st is the deadline for the commission to make 
recommendations to Congress on how to balance the budget and improve 
the budget outlook over the long term. 

 To make recommendations, the panel of 10 Democrats and eight 
Republicans must garner the approval of 14 of its members 
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 Last week, The Hill reported that Senator Dick Durbin, who is a member of 
the commission, said he thinks it will be "extremely difficult" for the group 
to form a consensus on significant recommendations.  

 If the group cannot reach consensus among 14 of the 18 members then 
the committee's co-chairs may issue their own report. 

 We will continue to track this situation and report in future podcasts as 
warranted.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Audits for Recovery Act Grantees 

 As many listeners are likely aware, entities that receive federal funds, 
grants or awards are often required to have circular A-133 audits.  

 These audits are usually performed annually to document the 
management and use of federal funds by recipients of those funds.  

 Novogradac & Company has learned that the Section 1602 program, 
because it is in lieu of tax credits and subject to the same requirements as 
tax credits, is not considered "federal financial assistance." 

 As such, taxpayers that were awarded grants under the Recovery Act’s 
Section 1602 grants in lieu of low-income housing tax credits program will 
not, that’s right, NOT, be required by the Treasury Department to have A-
133 audits. 

 This exception applies as long as the allocatee does not receive other 
federal funds that would trigger an A-133 audit. 

 However, it should be noted that some allocating agencies issuing Section 
1602 funds are requiring A-133 audits. It appears they will use the A-133 
format and compliance testing, but will not submit that information to the 
Office of Management and Budget (OMB).  

 For example, Puerto Rico is requiring A-133 audits for 1602 program 
subrecipients.  

 The Treasury Department says that although the A-133 audit is not a 
federal requirement, the Section 1602 program generally does not dictate 
what requirements a state places upon subrecipients to ensure 
compliance. 

 If you have questions about this audit requirement, I encourage you to call 
my partner Mike Morrison in our San Francisco office. 

 You can also send an email to CPAs@novoco.com and we’ll connect you 
with a professional who can assist you. 

 
GAO Reports on the Transparency of HUD Grant Program Reporting 

 On September 30, the Government Accountability Office released a report 
titled “Opportunities Exist to Increase the Public’s Understanding of 
Recipient Reporting on HUD Programs.”  

 The report analyzes the extent to which grant descriptions found on the 
Recovery.gov web site provided transparency of the individual projects 
funded by three Department of Housing and Urban Development grant 
programs.  

 In its research, the GAO examined 219 grants provided through the 
Capital Fund program, the Community Development Block Grant-
Recovery program and the Tax Credit Assistance Program. 

 Using this representative sample, the GAO assessed whether the 
information submitted by grant recipients provided a basic understanding 
of grant activities and expected outcomes.    
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 The GAO used seven criteria to evaluate transparency.  
 The criteria were: 

1. General purpose of the award; 
2. Location; 
3. Amount awarded; 
4. Nature of activities being conducted;  
5. Status;  
6. Expected outcomes or outputs; and 
7. Scope.  

 The report determined that: 
o 22 percent of the grant descriptions met the criteria by providing 

reasonably clear and specific information; 
o 55 percent partially met the criteria; and 
o 23 percent did not meet the criteria. 

 Although the majority of the descriptions did not fully meet the GAO’s 
criteria, the report found that in 85 percent of the cases where reporting 
failed to meet or only partially met the criteria, the descriptions could be 
improved by using information already contained in HUD’s database.  

 However, the grant descriptions on Recovery.gov did not reference or 
provide links to the additional information, so the general public could not 
use Recovery.gov as the sole source of detailed information about the 
projects that HUD grants funded.  

 To correct this, the GAO suggested that HUD encourage recipients to link 
to relevant web sites and other existing information sources to supplement 
the information that they provide for the recovery.gov web site. 

 In reviewing a draft of the report, HUD expressed concern about the 
criteria used to evaluate transparency  

 HUD also stated that the GAO failed to recognize the leadership that HUD 
had shown in requiring more stringent performance measurements and 
analysis than those required by FederalReporting.gov  

 HUD also noted that the report failed to recognize HUD’s success in 
achieving a rate of reporting greater than 99 percent. 

 The entire report can be found on line at www.taxcredithousing.com under 
research and reports.  
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NEW MARKETS TAX CREDIT NEWS 
 
First Round of Ohio State NMTCs 

 Last week the Ohio Department of Development announced that it made 
$10 million in Ohio New Markets Tax Credits available to four Ohio 
entities.  

 Ohio is one of eight states that have active state NMTC programs.  
 Another 6 states have considered legislation to create similar programs.  
 The Ohio NMTC program provides a 39 percent state tax credit over a 

seven-year period. 
 The first round of tax credits announced last week are expected to spur 

economic investments of at least $25.6 million across Ohio.  
 ODOD awarded the following:  

o Cincinnati Development Fund will receive $2 million in tax credits 
for a minimum of $5.1 million in investments made in the city of 
Cincinnati;  

o Finance Fund will receive $3 million in tax credits for a minimum of 
$7.7 million in investments made throughout the state;  

o Key Community Development New Markets LLC will receive $3 
million in tax credits for a minimum of $7.7 million in investments 
made throughout the state; and  

o Northeast Ohio Development Fund LLC will receive $2 million tax 
credits for a minimum of $5.1 million in investments made in 
Cuyahoga County.  

 All four of the recipients have received allocations of federal NMTCs.  
 The Ohio Department of Development says schedule for the second round 

of Ohio New Market Tax Credit program will be announced in early 2011. 
 For more information on the program and the application period, please 

visit www.urban.development.ohio.gov.  
 A link to the Ohio announcement, and more information about state 

NMTCs, can be found online at www.newmarketscredits.com.  
 If you’re interested in learning more about Ohio NMTCs or NMTCs in other 

states, contact my partner Annette Stevenson in our Cleveland, Ohio 
office. She can be reached at (216) 298-9000.  

 
CDFI Fund Seeks Public Comment on Reporting Requirements for Capital 
Magnet Fund  

 Last week the Community Development Financial Institutions Fund 
reminded the development community that it is accepting comments 
concerning the reporting and record retention requirements for the Capital 
Magnet Fund.  

 The Capital Magnet Fund will use an Institutional Level Report with a 
project and transaction level module to collect data points from Capital 
Magnet Fund awardees.  
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 This reporting method is similar to ones used by other CDFI Fund 
programs.  

 The original request for comments was published in the Federal Register 
on September 17, 2010.  

 Written comments should be received on or before November 16, 2010 to 
be assured of consideration.  

 Details about submitting comments, and the data points that will be 
collected, can be obtained on the CDFI Fund’s web site: 
www.cdfifund.gov.  

 Questions about the Capital Magnet Fund can be directed to my partner 
Diana Letsinger at (562) 432-9482. 

 
Comments Posted Regarding Quarterly New Markets Report  

 Last week the CDFI Fund announced that it has posted comments 
submitted in response to its request for public comment related to the 
Quarterly New Markets Report (QNMR).  

 The CDFI Fund requested comments from the general public concerning 
the use of this report to collect information from institutions that received a 
New Markets Tax Credit allocation through the American Recovery and 
Reinvestment Act of 2009.  

 The CDFI Fund received letters from the Novogradac NMTC Working 
Group and Enterprise Community Investment Inc. in response to its 
February 19, 2010 request.  

 Among other things, the two letters suggested:  
o that the CDFI Fund allow online QNMR submission through the 

Community Investment Impact System; and  
o that the CDFI Fund notify allocatees when it makes changes to the 

QNMR. 
 Links to the two comment letters can be found online at 

www.newmarketscredits.com.  
 To learn more about the Novogradac NMTC Working Group, go to 

www.nmtcworkinggroup.com or call my partner Brad Elphick at (678) 867-
2333.  
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HISTORIC TAX CREDIT NEWS 
 
Preview of November’s Journal of Tax Credits 

 Next month’s Journal of Tax Credits will feature a number of articles of 
interest to the historic tax credit community.  

 For example, in the state tax credit section of the Journal, we will present 
a profile of a property that recently opened in Buffalo, New York.  

o Before acquiring the building in May 2009, N.Y.-based developer 
Jake Schneider knew the $15.5 million project would be eligible for 
federal historic tax credits but he was less certain about the 
prospect of New York Historic Rehabilitation Tax Credits.  

o Two months after construction began, the state passed a law to 
enhance its state historic tax credit program.  

o Tax credit syndication and brokerage firm Foss & Company 
arranged to syndicate the project’s $2.7 million state historic tax 
credit allocation, along with the federal historic tax credits. 

o Then, in August, the transaction hit a setback when — as many 
listeners will recall — the New York Legislature deferred certain 
state tax credit payments in excess of $2 million.  

o Despite this challenge, Schneider and Foss & Company forged 
ahead.  

o I invite you to pick up a copy of the November issue of the Journal 
of Tax Credits and read about the “wild ride” they endured to 
complete the project.  

 Also in the November issue, History and the Hill columnist John Leith-
Tetrault will examine a proposal to increase investor interest in the historic 
tax credit.  

o As regular readers will recall, in this month’s issue of the Journal I 
discuss allowing the use of the effective yield method of accounting 
as an idea to increase investor interest in the low-income housing 
tax credit.  

o In his column next month John considers how the idea could impact 
investor appetite for the historic tax credit.  

 In the Historic Tax Credit Q&A, my partner Tom Boccia discusses the 
effect of bonus depreciation on historic rehabilitation tax credit projects.  

 You can subscribe to the Journal online at www.novoco.com/products, or 
by sending an email to CPAs@novoco.com.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Stimulus Monies Fund Solar Power at State Facilities in Massachusetts 

 On October 19, Massachusetts Energy and Environmental Affairs 
Secretary Ian Bowles joined Berkshire Community College officials and 
area legislators to mark the college's installation of 394 kilowatts of solar 
power.  

 Spread across seven buildings, the project is among the largest of 23 
solar arrays at state buildings and facilities across Massachusetts that are 
recently completed or now underway with federal stimulus funding. 

 The Berkshire Community College project was financed with $984,400 in 
federal funds available under the American Recovery and Reinvestment 
Act and $758,388 in federal Clean Renewable Energy Bonds.  

 The solar-on-state-owned-buildings effort is part of Governor Patrick's 
Leading by Example program.  

 Established in April 2007 by executive order, the Leading by Example 
program directs state government agencies to improve energy efficiency, 
promote clean energy technology and reduce adverse environmental 
impacts.  

 Under the initiative, the Administration is using a total of $8.6 million in 
Recovery Act dollars to leverage $10.5 million in additional private and 
public capital to install 3.8 MW of solar power at nearly two dozen sites.  

 These sites include  
o 13 state colleges and universities,  
o five correctional facilities,  
o a recycling center,  
o an affordable housing complex,  
o the Department of Conservation and Recreation's Blue Hills 

Reservation, and  
o Logan International Airport.  

 
AWEA Refutes Attacks on 1603 Program 

 Last week a number of news articles and TV ads challenged the 
effectiveness of the Section 1603 cash grant in lieu of renewable energy 
tax credit program created by the Recovery Act.  

 In response, the American Wind Energy Association released a video that 
refutes the claims made in those articles and ads.  

 In a 2 ½ minute video, Denise Bode, CEO of the American Wind Energy 
Association, describes how wind has become the leading source of new 
manufacturing jobs in the economy throughout the recession.  

 The group says that domestic wind turbine manufacturing has grown 12-
fold, with an increase in domestic content from 25 percent a few years ago 
to more 50 percent now, and nearly 400 American manufacturing facilities 
making wind components. 
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 The American Wind Energy Association video can be found at 
www.youtube.com/user/americanwindenergy.  

 
To stay hear the latest state and national renewable energy tax credit news, 
I invite you to join Novogradac & Company in two weeks for the Financing 
Renewable Energy Conference in Washington, D.C.  

 The event will be attended by accountants, developers, investors and 
lenders, government agency officials, not-for-profit representatives, and 
entrepreneurs and venture capitalists.  

 Take part in timely discussions including a report from Washington, D.C. 
and forecasts for wind and solar development in the coming years.  

 There will also be a number of opportunities to develop relationships with 
investors and other renewable energy professionals.  

 There’s still time to register. You can sign up online at 
www.novoco.com/events or you can call (415) 356-8000.  

 


