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Michael J. Novogradac, CPA, take a look at the year 2010 in review for 

the low-income housing tax credit, new markets tax credit, renewable energy tax 

credits and historic tax credits. He also discusses a little of what lies ahead for 

these tax credits in 2011.  

 

 

Summaries of each topic:  

1. Low-Income Housing Tax Credits (1:13 -  7:33) Page 2-4 

2. New Markets Tax Credits (7:34 – 12:30) Page 5-6 

3. Renewable Energy Tax Credits (12:31 – 15:50) Page 7 

4. Historic Tax Credits (15:51- 21:59) Page 8-10 

 

 

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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LOW-INCOME HOUSING TAX CREDIT 
 
Year in Review 

 At this time last year, there was cautious optimism that much delayed 
affordable rental housing production would occur in 2010.  

 A report released in January by Harvard University’s Joint Center for 
Housing Studies called for changes to the low-income housing tax credit 
program to mitigate vulnerabilities and increase investor demand.  

 In February, lawmakers began working on a tax extenders package in a 
process that we now know would take the rest of the year to complete.  

o During the course of the year, housing supporters banded together 
under the banner of the A.C.T.I.O.N. campaign  

o The ACTION campaign spent the bulk of 2010 advocating for 
several consensus proposals designed to reinvigorate the tax credit 
market for affordable housing.  

o These proposals were:  
 Extending the Section 1602 cash grant exchange program,  
 Expanding the carryback period for the low-income housing 

tax credits to five years 
 Reducing the restrictions on certain passthrough entities to 

claim the LIHTC 
o Those proposals have not yet been passed but the campaign has 

pledged to continue its efforts in the coming legislative session.  
 In March the U.S. Department of Housing and Urban Development 

announced that it would use a system similar to, and based on, the current 
Tenant Rental Assistance Certification System (TRACS) system to collect 
data about tenants of low-income housing tax credit properties 

o This data collection is required by the Housing and Economic 
Reform Act or HERA.  

o At the time of this recording state agencies had begun releasing 
updated forms for LIHTC property managers and owners to use in 
reporting that information. 

o Novogradac & Company is investigating the issue and will report on 
the state agencies’ progress in the February 2011 issue of the 
Journal of Tax Credits.  

 In May, HUD announced that it was developing a “Study of the Low-
Income Housing Tax Credit Program After 15 Years.”  

o HUD’s Office of Policy Development and Research commissioned 
study to learn what happened to LIHTC properties after the first 15 
years, when the original use restrictions for properties that received 
tax credit allocations before 1990 expired, and when some tax 
credit properties funded after that date were able to leave the 
program.  

 In August, HUD changed its policy on the prohibition of the escrowing of 
tax credit equity. The change bars HUD from requiring the escrowing of 
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equity from the sales of low-income housing tax credits, historic tax credits 
and new markets tax credits for HUD-insured mortgages.  

 In October, the IRS announced that there was no unused 2010 low-
income housing credit (LIHTC) carryover amount to be allocated to 
qualified states because there is no national pool amount from which 
LIHTCs could be redistributed.  

 Later that month, the IRS announced the inflation-adjusted low-income 
housing tax credit and private activity bond caps for 2011.  

o For calendar year 2011, the amount used to calculate the state 
LIHTC is the greater of $2.15 multiplied by the state population or 
$2,465,000.  

o The amount used to calculate the state ceiling for the volume cap 
for private activity bonds in 2011 is the greater of $95 multiplied by 
the state population or $277,820,000. 

 
Looking Ahead to 2011 

 At the time of this recording, Novogradac & Company was collecting 
information from state tax credit and bond allocating agencies regarding 
their 2011 caps and application rounds. Those figures will be posted 
online at www.taxcredithousing.com after January 3rd.  

 Looking ahead to 2011, the A.C.T.I.O.N. coalition reports that it is 
preparing its members to educate the 93 new members of the House and 
13 new members of the Senate on the merits of the LIHTC program in an 
acutely deficit minded environment.  

 The A.C.T.I.O.N. coalition plans to reconvene for an in-person meeting in 
Washington, D.C. during the beginning of the year to discuss ideas and 
strategies regarding how the campaign will move forward, going into the 
112th Congress.  

 Low-income housing tax credit supporters are also still pursuing other, 
non-legislative routes to bolster the tax credit program such as broadening 
Community Reinvestment Act assessment areas and making accounting 
rule changes to expand use of the effective yield method. 

 Novogradac & Company is particularly active in pursuing changes to 
expand the use of the effective yield accounting method.  

 Also, it’s worth nothing that in a deficit minded environment, there is 
concern regarding any legislative initiative that has a material revenue 
loss.  

 Legislative items being considered with a low revenue loss include: 
extending or making permanent the 9 percent floor for the credit 
percentage for volume cap LIHTCs; broadening qualifying low-income 
levels for rural projects; and creating a targeted and limited Section 1602 
exchange program for rural areas.  

 Items being considered with larger revenue costs include: creating a flat 4 
percent credit for acquisition and tax-exempt bond financed projects, and 
expanding credit carryback for LIHTCs from one year to five years.  



Novogradac Report on Tax Credits 
Summary: December 28, 2010 

 

4 
www.novoco.com/podcast 

©Novogradac & Company LLP 2010 

 If you have other ideas about how to improve the low-income housing tax 
credit—particularly ideas with a low revenue cost—please send an email 
to CPAs@novoco.com or to michael.novogradac@novoco.com.  
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NEW MARKETS TAX CREDIT NEWS 
 
Year in Review  

 In February 2010, President Obama called for a two-year extension, 
through 2011, of the new markets tax credit.  

 An extension was passed on December 16, providing $3.5 billion for 2010 
and $3.5 billion for 2011.  

 In April, the 2010 NMTC notice of availability was released with an 
application of deadline of June 2.  

 The CDFI Fund received 250 applications for the 2010 allocation round.  
o That is the same number submitted in 2009; however, the amount 

of allocation authority requested in 2010 increased by $1 billion—to 
$23.5 billion—over the previous year.  

 In 2010, the market for qualified equity investments (QEIs) is robust.  
o Through the first three quarters of calendar year 2010, more than 

$3.1 billion in QEIs had been raised.  
o That surpasses the total raised for all of 2009--$2.8 billion—and is 

approaching the $3.73 billion raised in 2008.   
 Also in 2010, the IRS released two pieces of guidance that were quite 

helpful to the new markets community.  
1. Guidance on the Leverage Model, which clarified that recourse debt 

can be used to Fund leveraged debt made to the investor fund 
making the QEI.  

2. Guidance on passive activity rules, which clarified circumstances 
under which taxpayers could acquire QEIs and not be subject to 
passive activity rules.  

 December 2010 saw both relief and disappointment for the NMTC 
community.  

o Relief in that the NMTC was extended for 2010 and 2011 and  
o Disappointment in that the extended amount was $3.5 billion rather 

than the hoped for $5 billion.  
o There was also disappointment that the ability to offset the NMTC 

against the alternative minimum tax was not included in the tax bill.   
 
Looking Ahead to 2011  

 In anticipation of the extension that passed on December 16, Donna 
Gambrell said in early December that the fund was prepared to make an 
award announcement in January 2011.  

 Director Gambrell also foreshadowed a number of important steps that the 
CDFI Fund is taking to enhance the new markets tax credit program.  

 For example, as I discussed in last week’s podcast, the Urban Institute is 
conducting a comprehensive, multi-year evaluation of the new markets tax 
credit program.  

o In February 2011 the Urban Institute will gather NMTC project data 
that supplements existing CDFI Fund administration data including  
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 case-style data collection related to 80 sampled NMTC 
projects;  

 a survey of representatives of 380 QALICBs; and  
 a survey of 380 local community/economic development 

officials.  
o Director Gambrell says the CDFI Fund expects the report to be 

completed by the fall of 2011.  
 In addition, she said the CDFI Fund has been working with the Treasury 

Department and the Internal Revenue Service to propose several new 
measures to expand support for the New Markets Tax Credit Program.   

 Most recently, the CDFI Fund also worked with the IRS to try and 
determine whether the IRS regulations can be modified to encourage 
more investments in operating businesses.   

 Director Gambrell noted that the process for reviewing and approving 
these measures is quite lengthy and could only say that the process is 
under way and the CDFI Fund is working very closely with the Internal 
Revenue Service and Treasury’s Office of Tax Policy.   

 Treasury also continues its work on the targeted population and recapture 
regulations.  

 Finally, we do not expect to get an update on the definition of low-income 
communities or the redesignation of low-income communities based on 
2010 Census results until 2012.  
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RENEWABLE ENERGY TAX CREDITS 
 
Year in Review 

 As this year began, the Recovery Act’s renewable energy provisions 
moved to center stage in the renewable energy finance arena.  

 In January, President Obama announced the award of $2.3 billion in 
Recovery Act Advanced Energy Manufacturing Tax Credits for clean 
energy manufacturing projects.  

o One hundred eighty three projects in 43 states were projected to 
create tens of thousands of high quality clean energy jobs and the 
domestic manufacturing of advanced clean energy technologies, 
including solar, wind and efficiency and energy management 
technologies, according to the Department of Energy (DOE). 

 In February, President Obama’s fiscal year 2011 proposed budget 
included a proposal to provide an additional $5 billion in credits for the 
Section 48C Advanced Energy Manufacturing Tax Credit.  

 In March, and again in June, the Treasury Department issued much 
anticipated guidance regarding what constitutes the beginning of 
construction for the Section 1603 renewable energy tax credit cash grant 
exchange program.  

 And throughout 2010, the Section 1603 renewable energy cash grant 
program provided much needed support for the financing of renewable 
energy projects.  

 Starting in early summer, supporters of renewable energy began to issue 
calls for the extension of the Section 1603 cash grant program.  

 And in the final package of tax extenders approved by Congress earlier 
this month, the Section 1603 program was renewed for another year, 
through 2011.  

 
Look Ahead at 2011 

 With the extension of the Section 1603 cash grant, the renewable energy 
industry is projecting continued growth and job creation in 2011.  

 Earlier this month, as renewable energy trade groups urged Congress to 
extend the construction deadline of the Section 1603 program they 
projected that an extension could create 20,000 new jobs in the wind 
industry in 2011.  

 Similarly, the solar industry estimates that the extension of the Section 
1603 deadline will create 25,000 more jobs next year. If renewed again, 
the solar industry estimates the Section 1603 cash grant could create 
40,000 more new jobs in 2012.  

 Geothermal energy supporters projected that a Section 1603 extension 
would lead to the creation of 11,200 jobs in that sector. Likewise, the trade 
groups say an extension will also lead to the creation of thousands of jobs 
in the biomass and hydropower sectors. 
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HISTORIC TAX CREDITS 
 
Year in Review 
 In January, Novogradac & Company introduced a new column in the 

Journal of Tax Credits called History and the Hill.  
o The column is authored by John Leith-Tetrault, and during 2010, he 

followed the activities of the Historic Tax Credit Coalition, the first 
industry-led public policy group dedicated to historic preservation 
issues.  

o Among other things, the Coalition’s activities in 2010 included 
supporting the Community Restoration and Revitalization Act, a 
package of legislative enhancements to the historic tax credit.  

 Also in January, Senators Jim Webb and Mark Warner introduced The 
Rehabilitation of Historic Schools Act of 2010.  

o The bill, which sought to provide a tax credit for communities to 
partner with private sector developers to rehabilitate the nation’s 
older school buildings, was a the companion bill to H.R. 4133, 
introduced in the House by Rep. Eric Cantor in late 2009.  

o The measure would have changed a provision in the federal 
rehabilitation tax credit that restricts renovation of older public 
school buildings.  

o Despite bipartisan support, the bill did not advance in Congress in 
the 111th session.  

 February brought some of the historic tax credit community’s biggest news 
of the year: a landmark report that described the positive economic impact 
of the historic tax credit.  

o The "First Annual Report on the Economic Impact of the Federal 
Historic Tax Credit," found that the federal historic tax credit is a 
highly efficient job creator that accounts for the creation of 1.8 
million new jobs over the life of the program.  

o The report also suggested that the economic activity leveraged by 
the historic tax credit returns more tax revenue to the U.S. Treasury 
than the cost of implementing the program.  

 At the state level, there was a wide range of activity related to state 
historic tax credits.  

o Delaware and Massachusetts extended their existing state historic 
tax credits and Minnesota enacted a new state historic tax credit.  

o Maryland passed legislation to expand its existing historic tax 
credit.  

o New York passed legislation to improve its historic tax credit, but 
also passed legislation that defers state rehabilitation tax credits 
earned between January 1, 2010 and January 1, 2014 that exceed 
$2 million in value. 

o Similarly, Oklahoma suspended more than two dozen tax credit 
programs and deferred payments by two years for tax credits 
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including tax credits for historic building rehabilitation. The 
moratorium and deferred payment schedule were enacted as part 
of efforts to reduce a state budget gap.  

o And in Missouri, a widely publicized review and evaluation of all 
state tax credits was undertaken and the resulting 
recommendations include a proposal to lower the cap the state 
historic tax credit.  

 As the year came to a close, the historic tax credit community got some 
good news when Congress passed the Tax Relief, Unemployment 
Insurance Reauthorization and Job Creation Act of 2010.  

o Among other things, the measure extends the increase in the 
rehabilitation tax credit for property placed in service through the 
end of 2011 in the Gulf Opportunity (GO) Zone.  

o History and the Hill columnist John Leith-Tetrault discusses what 
this extension will mean for historic tax credit development in the 
GO Zone in the January 2011 issue of the Novogradac Journal of 
Tax Credits.  

 
Looking Ahead to 2011  
 Next year, the Historic Tax Credit Coalition says it will continue to 

advocate for the provisions of the Community Restoration and 
Revitalization Act.  

 The Coalition reports that while the measure stalled in 2010, significant 
progress was made on other legislative and regulatory fronts laying a 
strong foundation for renewed efforts in the coming session.  

 The group says that the Community Restoration and Revitalization Act 
had support in the House and Senate, but for it to pass it would likely need 
to be part of a larger tax vehicle, like an energy bill or tax reform, so the 
introduction of such a package would be one key factor to historic tax 
credit provisions’ success next year.  

 Another key factor will be the change in control of the House Ways and 
Means Committee. As the lead Democrat on the bill, Rep. Schwartz 
garnered 77 co-sponsors last year, including 13 on the Ways and Means 
Committee. But she will be in the minority part in the coming session, so 
the Historic Tax Credit Coalition and its partners in the preservation 
community are looking to recruit a lead Republican to reintroduce the bill.  

 On the Senate side, while the Democrats retained control, Sen. Lincoln, 
last session’s lead Democratic sponsor, lost her re-election bid. So, as in 
the House, the Community Restoration and Revitalization Act will need a 
new lead sponsor.  

 John Leith-Tetrault reports that the Historic Tax Credit is currently 
soliciting ideas for the new bill that will be introduced at some point after 
Congress reconvenes in January 2011 

 In addition to working to build support for the Community Restoration and 
Revitalization Act, the Coalition has worked simultaneously with the 
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executive branch to eliminate regulatory barriers to the modernization of 
the HTC.  

 For example, historic preservation advocates will need to be vigilant as the 
financial regulators write regulations related to the Dodd-Frank bill’s Volker 
Rule to make sure that their hard won inclusion of historic tax credit 
transactions in the bill’s “public welfare” investment definition is not 
watered down in the rule writing.  

 
 

 
 


