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Michael J. Novogradac, CPA, provides a preview of the first month of the second 

session of the 112th Congress and a reminder about an extended opportunity to 

comment on the Volcker Rule. Then he reviews the latest issue of the IRS’s LIHC 

Newsletter, discusses increases in state private activity bond volume caps, and the 

IRS’s tax-exempt bond work plan for 2012. He also examines what a recent ruling about 

redevelopment agencies means for affordable housing development in California. Then, 

he discusses the seventh round of state historic tax credit awards in Ohio. Finally, he 

reviews a report about uncertainty over the production tax credit’s extension and 

discusses the latest update from the Oklahoma Task Force for the Study of State Tax 

Credits and Economic Incentives.  

 

Summaries of each topic:  

1. General News (2:01 – 4:30) Page 2 

2. Low-Income Housing Tax Credits (4:31 – 10:54) Pages 3-4 

3. Historic Tax Credits (10:55 – 12:44) Page 5 

4. Renewable Energy Tax Credits (12:45 – 15:54) Pages 6-7 

 

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.   
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GENERAL NEWS 
 
The Year Ahead  

 Looking ahead at 2012, the key issue at the top of many minds is tax extenders.  
 As I mentioned last week, the fact that Congress was only able to pass a two-

month extension of the payroll tax cut may actually be good news for the tax 
credit community.  

 Because lawmakers plan to extend the payroll tax cut for the rest of the year, 
there will be another opportunity for additional business tax provisions to be 
extended as well.  

 In fact, during a recent webinar presented by Chadbourne & Parke, several 
renewable energy policy experts expressed optimism that an additional extension 
of the payroll tax cut will provide an opportunity for the production tax credit to 
also be extended.  

 Renewablesbiz.com reports that webinar participants were hopeful because the 
PTC extension nearly made it to the final draft that a bipartisan majority passed 
in the Senate in December. 

 Lawmakers are expected to resume working on tax extenders immediately upon 
reconvening.  

 The second session of Congress is slated to begin in two weeks, on January 17.  
 One week later, on January 24, the president is scheduled to deliver his State of 

the Union address to a joint session of Congress.  
 And two weeks after his State of the Union address, the president is scheduled to 

release his proposed budget for fiscal year 2013.  
 
Still Time to Comment on the Volcker Rule 

 In the meantime, as I mentioned last week, the financial community has been 
given an additional opportunity to examine and comment on the proposed 
implementation of the Volcker Rule.  

 The comment window has been extended until February 13, and details can be 
found in a Federal Register notice that was formally published today.  

 I encourage those in the affordable housing, community development and 
renewable energy communities to consider submitting comments on the rule 
because it could have significant implications for the tax credit equity markets in 
the years to come.  

 The Novogradac LIHTC Working Group, NMTC Working Group and Renewable 
Energy Working Group are all drafting comments to submit to regulators.  

 If you’d like to learn more about what the Volcker Rule means for the tax credit 
community, I invite you to read my blog post on the subject at 
novogradac.wordpress.com.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
IRS Newsletter #47 

 Late last month Grace Robertson at the Internal Revenue Service released the 
47th issue of her Low-Income Housing Credit Newsletter. 

 The newsletter is meant to serve as a forum for sharing information and 
communicating technical knowledge for emerging low-income housing tax credit 
issues. 

 The December 2011 issue discusses: 
o determining tenant income eligibility and maximum gross rents; 
o impact fees and dedicated improvements; 
o HUD’s release of the fiscal year 2012 MTSP income limits; and 
o taxpayers’ required annual certification to the state housing agency. 

 The guidance on income limits and maximum gross rents was a follow-up to 
information provided in LIHC Newsletter #35. 

 Copies of the newsletters are available online at www.taxcredithousing.com. 
 Simply go to the LIHTC menu, click on IRS Guidance, then select the IRS LIHTC 

Newsletters link from the menu on the left side of the page. 
 If you have questions about low-income housing tax credit property compliance, I 

encourage you to call my partner Jim Kroger at 415-356-8000. 
 
National Private Activity Bond Volume Cap Reaches $32.8 Billion 

 State and local tax-exempt bond allocating agencies will have more than $32.8 
billion in bond volume cap at their disposal in 2012. 

 This marks a 1.2 percent increase from last year’s cap of $32.4 billion. 
 These figures are based on 2010 Census population estimates released in late 

December and the formula for calculating states’ 2012 private activity bond 
volume caps. 

 As a whole, the United States’ population climbed to approximately 315.3 million 
between April 1, 2010 and July 1, 2011.  

 This represents an increase of 2.8 million, which is the lowest population 
increase on record since the mid-1940s. 

 Texas experienced the most significant population growth, which results in a 
bond cap increase of nearly $50.3 million. The total volume cap in Texas is 
approximately $2.4 billion for 2012. 

 Michigan and Puerto Rico, which experienced population declines, were the only 
two areas that did not receive higher bond volume caps for 2012. 

 You can find a table that lists states’ 2012 tax-exempt bond allocation 
information in the January issue of the Novogradac Journal of Tax Credits. It’s 
also available online at www.taxcredithousing.com.  

 
IRS Tax-Exempt Bonds Office Releases FY 2012 Work Plan 

 Last month the Internal Revenue Service’s Tax-Exempt Bonds Office published 
its fiscal year 2012 work plan. 

 According to the plan, the IRS’s compliance program objectives include: 
o continuing to identify abusive tax-exempt bond transactions and their 

promoters, with an emphasis on addressing abuses involving swaps and 
other derivative contracts; 
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o initiating examination projects focused on specific bond types, including 
pooled bond financings and advance refunding bonds; and 

o continuing to identify potential tax compliance risks related to tax-exempt 
bonds and tax credit bonds resulting from actions taken by issuers or 
other parties in response to their financial hardship or general market 
liquidity constraints. 

 You may access a copy of the FY 2012 work plan online at 
www.taxcredithousing.com. 

 If you have compliance questions about your tax-exempt bond financed property, 
I invite you to call my partner Jim Kroger at 415-356-8000. 

 
California Court Allows Elimination of RDAs 

 Last week the California Supreme Court today ruled to uphold Assembly Bill 1X 
26 and invalidate Assembly Bill 1X 27.  

 In its opinion in California Redevelopment Association v. Matosantos, the court 
found that redevelopment agencies or RDAs do not have a protected right to 
exist that immunizes them from statutory dissolution by the Legislature.  

 The court also found that redevelopment agencies and their sponsoring 
communities do have a protected right not to make payments to various funds 
benefiting schools and special districts as a condition of continued operation.  

 This decision effectively eliminates all redevelopment agencies in California, and 
removes any “pay to play” remittance payment option that would have allowed 
some RDAs to remain in operation.   

 Under the upheld law, RDAs must not take on any new obligations, and must 
wind down their existing operations, passing ongoing obligations along to 
designated successor agencies.  

 Housing California estimates this ruling will means the loss of approximately $1 
billion that is used the creation and preservation of affordable housing.  

 In a statement released last week the Non-Profit Housing Association of Northern 
California urged its members to remain calm.  

 The group pledged to fast track its efforts to pursue dedicated sources of state 
and regional funding for affordable housing.   

 In the near term, it is expected that there will less development in RDA areas and 
more modest housing developed in other areas. 

 For questions about the ruling, please contact Jim Kroger at 
jim.kroger@novoco.com.  
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HISTORIC TAX CREDIT NEWS 
 
Ohio Historic Preservation Tax Credits Awarded 

 On December 22, the Ohio Department of Development awarded $14.9 million in 
Ohio Historic Preservation Tax Credits.  

 The state tax credits were awarded to 13 property owners planning to rehabilitate 
historic buildings in five communities.  

 The projects are expected to leverage more than $100 million in private 
investments. 

 The awards were made possible through the renewal of the Ohio Historic 
Preservation Tax Credit program, which was allocated $60 million in the state's 
fiscal year 2012-2013 budget.  

 The Ohio Historic Preservation Tax Credit program provides tax credits equal to 
25 percent of qualified rehabilitation expenditures.  

 Projects that are awarded tax credits must complete the rehabilitation work in 
accordance with the U.S. Secretary of the Interior's Standards for Rehabilitation 
before the credits are issued to the building owner. 

 According to a Cleveland State University study released in May 2011, $1 million 
in tax credits generates $8 million in construction spending, $40 million in total 
economic activity, and nearly 400 jobs from construction and operations. 

 To date, seven rounds of tax credits have been approved for 130 applicants in 30 
cities, totaling $279.3 million.  

 The program is projected to leverage $1.64 billion in private redevelopment 
funding and federal tax credits.  

 So far 38 projects have been completed, representing $450 million in total project 
investments.  

 These 38 projects have created 5,815 construction jobs and 3,349 permanent 
jobs.   

 For information on applying for historic tax credits in your state, contact my 
partners Tom Boccia or Charlie Rhuda.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Report: Lapse of U.S. tax credit threatens wind market stability  

 New research released late last month found that that the uncertainty of the U.S. 
wind energy tax credit, combined with low natural gas futures, could make 2013 
a sub-par year for wind energy installations.  

 As listeners know, the energy production tax credit or PTC is set to expire on 
December  31, 2012 

 MAKE Consulting issued a research note on December 28 that says uncertainty 
about the PTC’s extension has resulted in a rushed build cycle for 2011 and 
2012.  

 And conversely, MAKE says, new development plans for 2013 have plummeted.  
 The report says the wind industry will see preciptious drops in 2013 installations 

without an extended PTC.  
 Moreover, MAKE says that even if the PTC is extended, 2013 will not be the 

boom market of years past.  
 
State Tax Credit Task Force in Oklahoma  

 As listeners may recall, this year we’ve been following the progress of 
Oklahoma’s Task Force for the Study of State Tax Credits and Economic 
Incentives.  

 Last month the task force had its final meeting where its members agreed to 
recommend greater transparency in the state’s tax credit programs and 
mandatory pre-approval of tax credits.  

 These points were added to the recommendations that the task force approved 
at previous meetings. 

 As I mentioned in the December 6 podcast, those recommendations include  
o Annual audits of every tax credit;  
o Job creation or retention requirements; 
o Fiscal impact statements, credit caps and sunset dates for new programs;  
o Disclosure of the use of other tax credit or incentive programs by 

recipients; 
o And, the inability to create new tax credits at the end of legislative 

sessions. 
 After the meeting, task force chairman state representative David Dank also 

called for an extension of the moratorium that the state imposed on many of its 
tax credit programs during the 2010 legislative session.  

 The extension would last until July 2013.  
 The Journal Record reports that Dank said that the moratorium would be limited 

to tax credit programs and would save the state as much as $150 million.   
 When the legislature imposed a tax credit moratorium in 2010, it spared the 

state’s historic and wind power tax credits. Instead, those credits were subject to 
a two-year deferral of tax credit payments.  

 At this point, it is unclear if those credits or others would be spared from the 
proposed extension.   

 At the time of this recording, the moratorium was only a suggestion from the task 
force chairman. 
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 It’s expected that the task force’s recommendations will be used by the 
Oklahoma State Legislature to craft legislation during the 2012 session, so stay 
tuned for updates in future podcasts.  

 
 
 


