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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, discusses tax credit 

reform. In new markets tax credit news, he shares information about the applications that the 

Community Development Financial Institutions Fund received for the 2013/2014 allocation 

round. In low-income housing tax credit news, he discusses Low-Income Housing Credit 

Newsletter #53, a favorable property tax court ruling in Mississippi and the possible extension of 

California’s readiness deadline. In renewable energy tax credit news, he discusses a report from 

the Interstate Renewable Energy Council about trends in renewable energy and a letter from the 

Western Governors’ Association requesting a change to the production tax credit. In historic tax 

credit news, he has an update on the Internal Revenue Service’s safe harbor guidance for 

historic tax credit transactions.  

 

 

 

Summaries of each topic:  
1. General News (2:17 – 7:45) Pages 2-3 

2. New Markets Tax Credits (7:46 – 11:03) Page 4 

3. Low-Income Housing Tax Credits (11:04 – 17:12) Pages 5-6 

4. Renewable Energy Tax Credits (17:13 – 20:37) Pages 7-8 

5. Historic Tax Credits (20:38 – 22:13) Page 9 
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GENERAL NEWS 
 

Tax Reform 
• In general news, as we think about tax reform, we should note that there are less than 

20 legislative days between now and the end of the year. 
• This makes passage of even draft tax reform language that much more difficult.  
• That said, after the end of the government shutdown, House Ways & Means Committee 

Chairman Dave Camp did restate his intention to move forward with tax reform 
legislation and his “Drive to 25.” 

o That’s lowering the top corporate tax rate and individual tax rate to 25 percent. 
• Similarly, Sen. Max Baucus, Chairman of the Senate Finance Committee, also restated 

his desire to move tax reform.  
• However, he began referencing, and I quote, “discussion drafts” as opposed to actual 

tax reform legislation.  
• He suggested that he might be releasing discussion drafts as early as this year.  

 
Ways & Means Democrats Urge Bipartisan Tax Reform  
 

• Continuing with the discussion of tax reform, Ways and Means Committee Democrats 
last week sent Chairman Dave Camp a letter urging bipartisan tax reform.  

• As I’ve mentioned in previous podcasts, Chairman Camp has been meeting with 
Republican members of the Ways & Means Committee in an effort to develop unanimity 
behind a tax reform draft or chairman’s mark. 

• In the letter, the Ways and Means Committee’s 16 Democrats say that comprehensive 
tax reform must be the product of a bipartisan process.  

• They cite the Tax Reform Working Groups as a good start because they enabled both 
parties to begin studying the current law.  

• As you will recall, these were bipartisan working groups in the House Ways & Means 
Committee earlier this year to work on tax reform. 

• The Democrats want to continue working with Republicans to craft a tax reform bill that 
has everyone pay their fair share of taxes.  

• The letter cautions that several provisions in the House-passed fiscal year 2014 budget 
bill would cost more than $5 trillion.  

• Democrats ask Republican members to sit down with them and discuss the most 
effective policies and the best options for tax reform.  

• They cite the recent shutdown and inability to get the Senate or President to approve the 
House-passed budget as an indicator that single-party legislation will not succeed.  

• The Democrats close the letter by saying that the only path for passage of 
comprehensive legislation in the House is to garner a majority through both Republican 
and Democratic votes.  

• A copy of the letter can be found online at www.novoco.com under Hot Topics, Tax 
Reform. 
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Upcoming Dates 
• Dec. 13: Informal deadline for a conference committee agreement on the fiscal year 

2014 budget resolution. 
o This deadline came out of the covenant to end the current shutdown. 

• Jan. 15: The current Continuing Resolution expires. 
o Without an extension, there will be another shutdown. 

• Late January: State of the Union address.  
• Feb. 3: We expect the President to submit his fiscal year 2015 budget. 
• Feb. 7: The debt ceiling suspension will expire.  

o Hopefully, it will get extended before then.  
o If not, the Treasury Department will have to use extraordinary measures to 

extend the debt limit.  
o Many estimates are that extraordinary measures would not get as much 

additional time as it did earlier this year.  

SIFIs’ Quantitative Liquidity Requirements 
• The Federal Reserve on Oct. 24 proposed certain quantitative liquidity requirements for 

certain banks and financial institutions. 
• It specifically would apply to systemically important financial institutions, or SIFIs. 
• Under the rules, SIFIs would have a certain amount of high-quality liquid assets they 

would have to maintain.  
• This liquidity requirement could impact the desire of SIFIs to make tax credit 

investments.  
• We’ll continue to monitor, and as we hear more, or learn more, we’ll report back. 

Housing Finance Reform 
• The Senate Finance Committee continues its efforts at housing finance reform.  
• Today, Oct. 29, they held a hearing entitled “Housing Finance Reform: Essential 

Elements of the Multifamily Housing Finance System.” 
• We’ll continue to monitor developments and, as they warrant, we’ll bring additional 

updates.  
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NEW MARKETS TAX CREDIT NEWS 
 

CDEs Request $25.8 Billion in 2013-2014 NMTC Round 
• In new markets tax credit news, I have an update from the Community Development 

Financial Institutions Fund. 
• As listeners who subscribe to Novogradac’s Industry Alert emails already know, the 

CDFI Fund announced last week that it received 310 applications under the 2013 and 
2014 round of the New Markets Tax Credit program. 

• This year’s applicants were community development entities headquartered in 43 states, 
the District of Columbia and Puerto Rico. 

• They requested a total of $25.8 billion in allocation authority in this round. 
• This amount, in both number and in volume, is a marked increase over last year. 
• In 2012, 282 applicants requested $21.9 billion in allocation authority. 
• It’s clear that funding for the NMTC program is nowhere near the level of demand.  
• For the $25.8 billion in NMTC allocation authority requested in this round, only as much 

as $8.5 billion may be available. 
o That $8.5 billion would include the $3.5 billion authorized by Congress for CY 

2013 and the $5 billion requested in the President’s proposed 2014 budget. 
o Unfortunately, I think we’re more likely to see an allocation amount of $3.5 billion 

for 2014. 
o That’s because any additional NMTC authority amount, be it $3.5 billion or $5 

billion, isn’t likely to pass in time to be awarded in this current allocation round.  
• Whatever the amount authorized for 2014, demand clearly outstrips supply. 
• These recent figures could bolster a case for preserving the New Markets Tax Credit 

program. 
o Particularly important as Congress works on tax reform.  

• I’d encourage you to share these figures on to your Representatives and Senators. 
• I’d also encourage you to include a list of projects or investments made in their district or 

state.  
• You can get that information from our website.  
• We have a mapping tool, which I believe you’re familiar with.  
• If not, simply go to www.novoco.com. 
• Go to our new markets tax credit page and you’ll see an icon you can click on that will 

take you to that information. 
• You might also want to include in an information packet a couple of articles from the 

Journal of Tax Credits that feature projects in the representatives’ districts or states.  
• This is a great way to demonstrate the program’s success and bring it home.  
• An archive of articles from the Journal of Tax Credits can be found at www.novoco.com. 
• If you’d like to know how this round’s demand compares to demand in past rounds, 

check out the Notes from Novogradac blog at novogradac.wordpress.com.  
• And if you’re wondering how many allocatees are likely to come out of this round, right 

now I would estimate 70 to 80 allocatees. 
• That’s 70 to 80 out of 310. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 

IRS Issues LIHC Newsletter #53 
• In low-income tax credit news, I’d like to discuss the latest edition of the Internal 

Revenue Service’s Low-Income Housing Credit Newsletter. 
• Recently, the IRS released LIHC Newsletter #53. 
• Grace Robertson at the IRS issues the newsletter a few times a year and is a great 

resource for technical information on industry regulations. 
• Issue 53 covers several topics including: 

o what costs included in calculating eligible basis,  
o rules around developer fees for low-income housing tax credit properties, and  
o IRS audit issues and techniques. 

• The majority of the report discusses the four basic issues to consider when examining 
the developer fee for a low-income housing tax credit property.  

o Namely:  
 the character of the services to be provided, 
 the services actually provided, 
 reasonableness of the fee, and 
 the method of payment. 

• If you’d like to learn more about this edition, you can visit www.taxcredithousing.com  
• There, you can also find past issues of the LIHC Newsletter. 

 
Valuation of Mississippi LIHTC Properties 

• Turning to state news, I have an update from Mississippi that relates to an issue that 
affordable housing developers face across the country. 

• Low-income housing tax credit property owners there are celebrating a recent state 
Supreme Court ruling that reduces taxes for affordable housing properties.  

• The Supreme Court on Oct. 18 ruled in favor of the property owner in Willow Bend 
Estates LLC et al v. Humphreys County Board of Supervisors. 

• The case arose out of a dispute regarding local ad valorem taxes on two low-income 
housing tax credit developments in Belzoni, Mississippi  

• The owner brought the case after Humphreys County included the value of the LIHTCs 
when it assessed its property taxes. 

• The owner argued that this went against a 2005 change to Mississippi’s tax code. 
• A change that requires local tax assessors to determine the true value of affordable 

rental housing by using an “actual net operating income” methodology. 
o Actual net operating income methodology means gross rents less vacancy less 

operating expenses to determine your net operating income, or NOI, and then 
capping that net operating income to determine the value of the asset. 

• However, Humphreys County used a “cost” methodology.  
• The cost methodology values the cost of the property to build and/or replace and, as 

such, indirectly includes, the equity associated with the low-income housing tax credits. 
• The two valuation methods produced “extreme variations” in the amount of the assessed 

property taxes.  
o For example, using the actual net operating income method, the properties owed 

no taxes for 2009. 
o However, under the county’s cost approach, it owed $74,038 for 2009. 

http://www.taxcredithousing.com/
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• The case went to the Supreme Court after the property owner appealed a lower court’s 
ruling where the lower court found for the county. 

• The Supreme Court ruled that LIHTCs cannot be included when determining a property’s 
value for tax assessment purposes. 

• It ordered the county to return all taxes the properties have paid since 2006. 
• The Supreme Court based its decision on  

o what it called the clear intent of the 2005 legislation 
o and the necessity to include restrictions that the LIHTCs place on income and on 

the marketplace value of a potential sale.  
• The Supreme Court’s decision is great news for affordable housing properties in 

Mississippi, as well as indirectly, properties throughout the country. 
• Not only will it affect future property tax assessments, but it could open the door for other 

properties to reclaim improperly paid taxes, as well as adjust their operating budgets 
going forward not to include such taxes. 

• We’ve posted the case online at www.taxcredithousing.com.  
• If you have properties as an investor in Mississippi, you’ll want to review the implications 

of this case. 
 
TCAC Proposes 45-Day “Readiness to Proceed” Extension  

• In closing, I have an update from California. 
• It’s an update that may lead other states to consider adopting a similar rule.  
• Last week, the California Tax Credit Allocation Committee, or TCAC, proposed 

extending by 45 days the readiness-to-proceed deadline that applies to some 2013 low-
income housing tax credit properties.  

• TCAC proposed the change because many developers have said that they might not 
meet the 180-day begin construction deadline because of the government shutdown.  

• If TCAC approves the new deadline, properties that received funding during the first 
2013 allocation round will have until Jan. 23, 2014 to begin construction.  

• California’s qualified allocation plan provides 20 points to shovel-ready developments.  
• As such, there are certain start construction deadlines. 
• Failing to meet the deadline could cost the development its 20 points and jeopardize the 

tax credit reservation. 
• TCAC staff members will present this regulation change at their Nov. 13 committee 

meeting. 
• As I mentioned, this could apply to other states. 
• A few other states have also issued notices related to the shutdown.  
• If you would like to know how your state low-income housing tax credit program might be 

affected by the government shutdown, please check out the QAPs and Applications 
page at the Affordable Housing Resource Center.  

• You can find it at www.taxcredithousing.com.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 

Report Says ITC Drives Solar Growth 
• In energy news, the Interstate Renewable Energy Council earlier this month released its 

2013 Updates and Trends Annual Report. 
• The report provides information and insight on issues that renewable energy 

stakeholders face, such as  
o new best practices,  
o training standards and  
o updated state model rules for shared programs. 

• Specifically, I want to highlight their findings about the federal investment tax credit. 
• IREC found that the capacity of distributed grid-connected photovoltaic, or PV, panels 

installed in 2012 grew by 36 percent, compared to 2011. 
• IREC credits a large part of this increase to the investment tax credit. 
• The report said that the investment tax credit has led to growth in both residential and 

nonresidential solar installations. 
• Other growth factors it named included  

o lower installation costs,  
o strong state renewable portfolio standards, 
o net metering policies, 
o availability of third-party capital 
o and utility rebates. 

• With expiration of the Section 1603 grant program, IREC said that continued growth will 
depend on investors using the investment tax credit. 

o That is, to offset their tax liability as opposed to getting a cash grant refund under 
the Section 1603 program. 

• You can view the entire report online at the Renewable Energy Tax Credit Center. 
• We’ll also be discussing the future of solar and the investment tax credit in detail at our 

Novogradac Financing Renewable Energy Conference in Washington, D.C. on Nov. 7-8. 
• We’re also pleased that Pat Roberts, a member of the Senate Finance Committee, will 

be providing the keynote address on Thursday, Nov. 7. 
• If you haven’t done so yet, I encourage you to register for it at www.novoco.com/events.  

 
Governors Urge “Commence Construction” Standard for ITC 

• In other energy news, the Western Governors’ Association earlier this month sent a 
letter to congressional leaders. 

• They are basically following in the footsteps of the wind production tax credit crowd. 
• They asked Congress to change investment tax credit qualification from a “placed in 

service” standard to a “commence construction” standard. 
• Congress made such a change to the production tax credit in January. 
• The investment tax credit right now is at 30 percent. 
• That 30 percent level falls to 10 percent for properties placed in service after 2016. 
• However, a “commence construction” standard would lessen the risk for developers and 

investors as that 2016 placed in service deadline approaches. 
• This is especially important for large-scale commercial projects, which can take several 

years to come online. 

http://www.novoco.com/events
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• The governors assured lawmakers that taxpayer dollars would remain protected under 
the new standard. 

o Because the ITC is only claimed once a project is placed in service. 
• You can find a copy of the letter at www.energytaxcredits.com. 
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HISTORIC TAX CREDIT NEWS 
 

Boardwalk Hall Ruling Still Being Developed  
• In historic tax credit news, I have an update on the safe harbor guidance from the 

Internal Revenue Service that the historic tax credit community is eagerly anticipating.  
• Unfortunately, we’re going to have to wait a little longer.  
• The IRS is still accepting input from the historic preservation community on the guidance 

it is crafting about a safe harbor for historic tax credit partnerships. 
o As well as still internally debating particular provisions. 

• IRS Attorney Adviser Craig Gerson was quoted by Bloomberg BNA quoted as saying the 
guidance is among the IRS’s top priorities  

• And the IRS understands the urgent need for the guidance.  
• Gerson could not provide a date for the release, however.  
• He said on Oct. 18 that the timing for its release was difficult to estimate because the 

IRS is proceeding cautiously in order to create guidance that both the government and 
the industry will accept.  

• Novogradac continues to monitor this situation closely.  
• As soon as we learn more, we’ll share updates via Twitter, our Industry Alert email 

service and potentially a quick blog as conditions warrant and certainly in a future 
podcast.  

• In the meantime, if you have questions about your historic tax credit partnership or 
project, please call my partner Tom Boccia at 216.298.9000.  

 
 

 


