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Michael J. Novogradac, CPA, discusses the status of tax extenders and the 

Obama Administration’s plan to propose a budget next week for fiscal year 2013. He 

also reminds listeners about the upcoming deadline to submit comments on the Volcker 

Rule. Then, he summarizes Fannie Mae’s and Freddie Mac’s multifamily business in 

2011 and shares remarks made by Treasury Secretary Tim Geithner about the 

Administration’s plan to wind down the GSEs.  Next, he discusses a bill that would 

eliminate all energy specific tax credits and alerts listeners to the impending release of 

an audit on the Section 1705 loan guarantee program. Then, he discusses the latest 

developments in the Historic Boardwalk Hall case and state historic tax credits in Indiana 

and Nebraska. Finally, he discusses the comment letter submitted by New Markets Tax 

Credit Working Group in response to the CDFI Fund’s invitation for suggestions on how 

to make the new markets tax credit program more efficient.  

 

Summaries of each topic:  

1. General News (2:14 – 11:36) Pages 2-5 

2. Low-Income Housing Tax Credits (11:36 – 17:32) Pages 6-7 

3. Renewable Energy Tax Credits (17:33 – 20:09) Page 8 

4. Historic Tax Credits (20:10 – 23:57) Pages 9-10 

5. New Markets Tax Credits (23:57 – 26:49) Page 11 

 

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, 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 e-mail to cpas@novoco.com.   
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GENERAL NEWS 
 
Payroll Extension Committee 

 The congressional conference committee that is working to negotiate an 
extension of the payroll tax holiday, unemployment benefits, and Medicare 
reimbursement provisions has met several times since Congress reconvened last 
month.  

 In addition, the House has ordered the committee to submit a conference report 
that outlines any potential agreement by February 17.  

 This deadline would allow Congress to act on an agreement before the February 
29 expiration.  

 Reports indicate that conferees have reached a general consensus on extending 
the payroll tax holiday, but agreement is lacking on the provisions addressing 
unemployment benefits and Medicare reimbursement.  

 As such, it’s looking more likely that conferees will opt for a short term extension 
before February 29, and then resume meeting to continue working on a deal to 
extend the provisions through the end of this year. 

 While a number of lawmakers have proposed taking this opportunity to also 
negotiate extensions for expired tax provisions, it is uncertain whether it would be 
possible for the committee to agree on items beyond extending the three 
aforementioned provisions.  

 The Senate conferees appear inclined to include tax extenders but so far House 
conferees have resisted any measures that are not already in the bills before the 
conferees.   

 The expense of extending these additional provisions is a key factor.  
 It would cost $35 billion to provide one-year extensions for approximately 60 tax 

provisions that expired in 2011.  
 
Speaking of Tax Extenders  

 The Senate Committee on Finance held a hearing on tax extenders and tax 
reform last week. 

 The January 31 hearing, entitled “Extenders and Tax Reform: Seeking Long-
Term Solutions,” sought to address the steps that should be taken to reform the 
tax code.  

 Sen. Max Baucus and ranking member Orrin Hatch provided opening remarks.  
 Three witnesses testified at the hearing:  

o Dr. Rosanne Altshuler, professor and chair of the economics department 
at Rutgers University; 

o Dr. Jason Fichtner, senior research fellow at the Mercatus Center at 
George Mason University; and, 

o Caroline Harris, chief tax counsel and director of tax policy for the U.S. 
Chamber of Commerce. 
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 A fourth witness, Calvin Johnson, provided written testimony. Johnson is a 
professor at The University of Texas School of Law. 

 The three speakers presented their testimony on tax reform and extenders and 
were then questioned by committee members. 

 The three witnesses who appeared at the hearing all urged rewriting the tax code 
so that tax extenders would only be necessary in extreme circumstances, such 
as in the case of a recession or natural disaster.  

 They encouraged Congress to take up complete revision of the tax code rather 
than to keep passing extenders bills.  

 During the Q&A session several committee members, including Sen. Thomas 
Carper and Sen. John Thune, encouraged establishing long-term energy 
production and investment tax credits.  

 Sen. Baucus cited the need for stable renewable energy tax credit programs in 
his opening remarks.  

 The University of Texas’s Calvin Johnson was the only witness to mention the 
New Markets Tax Credit program in his testimony.  

 He suggested that the NMTC program needed more scrutiny to determine its 
effectiveness.  

 Johnson recommended halving the rate of return for the NMTC as part of a 
controlled experiment on the program’s effectiveness. 

 The committee adjourned without a clear plan of action on the tax extenders or 
tax reform.  

 However, both senators Baucus and Hatch gave qualified support to passing tax 
extenders this year.  

 Senator Baucus said, quote:  
o “So as we work to pass tax extenders through this year, let us also 

continue the hard work of tax reform. Let us consider whether we should 
retain these provisions, or whether we should use the money to lower tax 
rates.” 

 Senator Hatch said, quote: 
o “Chairman Baucus and I agree, along with many of our colleagues, that 

the current Tax Code demands comprehensive reform. In the meantime, 
before tax reform is accomplished, Congress needs to decide what to do 
about the tax extender provisions that have expired.” 

 I encourage you to contact your congressional representatives and let them know 
about the importance of the new markets tax credit program.  

 One way to show them the benefits this tool provides is to invite your senators 
and representatives to come out and see the effects of the government’s 
investment in your community.  
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Administration to Propose Budget Next Week  
 Looking ahead to next week, President Obama is scheduled to release his 

proposed budget for fiscal year 2013.  
 Bond Buyer reported that week that the budget will propose a 28 percent cap on 

the value of tax preferences, including tax-exempt interest for municipal bonds.  
 This proposal confused state and local issuers who contend that the 

administration’s senior economic advisors said late last year that the proposal 
had been dropped. 

 Assuming the cap on tax-exempt interest from municipal bonds is included in the 
proposed budget, the key question will be: how much would tax-exempt bond 
rates rise if the provision is ultimately enacted? 

 Bond Buyer reports that the provision is expected to limit the value of tax-exempt 
interest from muni bonds as well as other tax expenditures and deductions to 28 
percent for all individuals with $200,000 or more of taxable income and married 
couples with $250,000 or more. 

 The president is expected to release his budget proposal on Monday, February 
13. There are likely to be a number of provisions of interest in addition to this 
proposal, so stay tuned for more information in future podcasts.  

 
Volcker Rule Comments Due Next Week  

 One final reminder before I wrap up this week’s general discussion - and that is 
that the deadline to submit comments on the Volcker Rule is less than a week 
away.  

 As regular listeners will recall, the Volcker Rule is particularly relevant to the tax 
credit community because it generally limits banks' ability to make equity 
investments, with certain exceptions.  

 Federal regulators extended the comment window to allow the banking 
community sufficient time to review the proposal and its implications.  

 Comments are due February 13.  
 The bill's definition of private equity funds applies to equity investments in a 

broad range of limited liability company and limited partnership transactions 
 The New Markets Tax Credit Working Group, Low-Income Housing Tax Credit 

Working Group and Renewable Energy Tax Credit Working Group are among 
the groups that will submit comments about the Volcker Rule's potential effect on 
the tax credit equity market.  

 If you’d like to learn more about the working groups’ comment submission plans, 
I invite you to contact my partners Brad Elphick, Mike Morrison or Tony 
Grappone.  
 

Ways and Means Hearing 
 Tomorrow, February 8, the House Ways and Means Committee will hold a 

hearing on accounting rules affect how businesses evaluate tax policy.  
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 The hearing is going to focus on the interaction between tax policy and financial 
accounting rules such as generally accepted accounting principles (GAAP) and 
how this interaction affects how publicly traded companies respond to tax policy.  

 The interaction of GAAP and tax credits is an issue of concern among a number 
of our listeners.  

 So much so, that my partner Bentley Stanton is helping lead an effort to improve 
the clarity and transparency of reporting of tax credits.  

 To learn more about this effort, please call Bentley in our Atlanta office.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 

 
GSEs Announce 2011 Multifamily Investment Totals  

 Last week Fannie Mae and Freddie Mac both announced the results for their 
multifamily business in 2011.  

 Fannie Mae is the single largest purchaser of permanent debt in the multifamily 
sector.  

 Fannie Mae and its lender partners provided $24.4 billion in debt financing for 
2,763 mortgage loans.   

 Approximately 98 percent of the debt that Fannie Mae financed in 2011 was 
delivered through the MBS execution. 

 Approximately 89 percent of the 422,799 multifamily units financed by Fannie 
Mae in 2011 were affordable to families at or below area median income levels.  

 Fannie Mae also announced production highlights in several specialty categories, 
which are part of the overall total multifamily investment number.  

 For example,  
o Fannie Mae announced that it had invested $2.3 billion in its multifamily 

affordable housing category.  
o This category provides financing for rent-restricted properties and 

properties receiving other federal and state subsidies. 
o The level of investment in 2011 represents an increase of 282 percent 

compared to 2010.  
 Also last week, Freddie Mac announced that it had $20.3 billion in volume for its 

multifamily business last year.  
 This is a 32 percent increase compared to 2010.  
 This volume also includes Freddie Mac's targeted affordable housing products, 

which finance apartments that receive some form of government subsidy.   
 Freddie Mac reports that it transacted approximately $1.5 billion in targeted 

affordable housing products last year.   
 According to its statement, Freddie Mac financed approximately 1,300 properties 

amounting to about 321,000 apartment units, the majority of which are affordable 
to families earning low or moderate incomes 

 The summary also estimates that Freddie Mac financed approximately 29 
percent of the new business in the multifamily market in 2011.  

 
Geithner Speaks about Housing Finance Reform 

 Coincidentally, at last week’s Financial Stability Oversight Council meeting 
Treasury Secretary Tim Geithner spoke about the progress made on financial 
reform to date including the Administration’s priorities for housing finance reform 
in the year ahead. 

 Geithner said that 2012 will be a critical year for financial reform.  
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 Specifically, he said the administration plans to build the foundation for reforms to 
the mortgage market in the United States, including a path for winding down the 
GSEs.   

 He referenced the white paper released last February that outlined a broad 
strategy with several options.   

 He said the Administration will lay out more detail in the spring, and will begin 
exploring options for legislation more intensively with Chairmen Bachus and 
Johnson and Ranking Members Frank and Shelby. 

 Geithner said, quote, “Our plan will wind down the GSEs and bring private capital 
back into the market, reducing the government’s direct role in the housing 
market…”  

 He also said, quote, “We will also make sure that a new system fosters 
affordable rental options … and that it creates a level playing field for all 
institutions participating in the housing finance system.” Close quote.  

 The Washington Post reports that Geithner told reporters that administration 
officials have begun more intensively exploring legislative options for overhauling 
the nation’s housing finance system with lawmakers on Capitol Hill, as well as 
with academics and outside advocacy groups. 

 Despite this increased momentum, the Post quotes Geithner as saying, “We 
don’t expect to legislate this year.”  

 
Administration Foreshadows Housing Proposals in FY 2013 Budget  

 According to a White House fact sheet on President Obama’s plan to for the 
housing market released last week, the Administration’s fiscal year 2013 budget 
will propose $1 billion for the National Housing Trust Fund.   

 The housing trust fund was established by the Housing and Economic Recovery 
Act of 2008, or HERA, but has never been capitalized.   

 The trust fund was created to provide grants to states to increase and preserve 
the supply of rental housing for extremely low- and very low-income families and 
to increase homeownership for extremely low-income families and individuals.  

 The president requested funding for the trust fund in his FY 2010, 2011 and 2012 
budgets. 

 Last week Congressman Barney Frank released a statement supporting this 
funding proposal.  

 He said, quote, “The President’s plan to fund the Affordable Housing Trust Fund 
is particularly important. Congress established the program several years ago, 
but we have been unable to fund it until now … one of the most important ways 
to alleviate the pressure for imprudent mortgage lending is to provide decent 
affordable rental housing for people of limited income.”  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Energy Freedom & Economic Prosperity Act  

 Last week, Senators Jim DeMint and Mike Lee introduced S. 2064, the Energy 
Freedom and Economic Prosperity Act.  

 The bill would repeal all tax credits for renewable and conventional energy 
sources and would require a corresponding reduction in the corporate tax rate.  

 The bill’s sponsors say that the measure would eliminate nearly $90 billion in 
energy subsidies during the next 10 years.  

 Congressman Mike Pompeo introduced a companion bill, H.R. 3308, in the 
House of Representatives in November.  

 It should be noted that Senator DeMint’s bill focuses on energy tax credits and 
would leave other energy tax expenditures intact.  

 As such, the renewable energy community would suffer considerably more under 
his proposal than would than the oil and gas industry. 

 At the time of this recording a copy of S. 2064 had not been released, but you 
can find a copy of the companion legislation H.R. 3308 online at 
www.energytaxcredits.com.  

 
Audit Results of DOE Loan Guarantee Program to be Released 

 The White House received the findings from the 60-day independent analysis of 
the Department of Energy’s Section 1705 Loan Guarantee program late last 
month. 

 Listeners may recall that the Administration ordered the internal review in 
October, shortly after the high profile bankruptcy Solyndra, which received the 
first loan guarantee under the program. 

 The scope of the audit includes the current state of DOE’s loan guarantee 
portfolio, and loan monitoring and management activities from the time the 
review was ordered. 

 Politico reports that the audit, which was conducted by former Assistant Treasury 
Secretary Herb Allison, was aimed at improving the monitoring process and did 
not examine specific award decisions. 

 House Republicans, who are also investigating DOE’s management of the 
Section 1705 program, have criticized the audit’s narrow scope and have called 
on Allison and the White House to immediately release the full report. 

 However, White House spokesman Eric Schultz told energy publisher Platts that 
the Administration is taking time to review the audit’s recommendations and 
prepare for anticipated questions. 

 At the time of this recording, the White House expected to make the findings 
available to the public by the end of this week. 

 I will discuss the audit’s specific findings in an upcoming podcast, so stay tuned. 
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HISTORIC TAX CREDIT NEWS 
 
IRS Files Reply Brief in Historic Boardwalk Hall Case  

 Last week the internal Revenue Service filed its reply brief in its appeal of the 
Historic Boardwalk Hall case.  

 There is not much new material in the document; the brief largely states the 
arguments made in its opening brief. 

 In addition, the appeals court has tentatively set a date for oral arguments to be 
heard.  

 In a notice dated January 27, the court scheduled the case to be heard in 
Philadelphia on Friday, April 20.  

 A copy of the notice and the IRS’s reply brief in this case can be found online at 
www.historictaxcredits.com.  

 If you have questions about the case’s significance for your historic tax credit 
development, please contact my partner Tom Boccia in our Cleveland office.  

 
Historic Tax Credits Making Progress in the Midwest 

 I’ve got more state historic tax credit news out of the Midwest this week.  
 First, we go to Indiana, where there’s been movement in Indiana on House Bill 

1111 
o I first mentioned this bill in the January 17 Tax Credit Tuesday podcast.  
o In early January, Rep. Ed Clere introduced H.B. 1111, which would 

increase the cap on the state’s historic tax credit.  
o Beginning June 30, 2013, the state cap would be raised to $2 million per 

year. It would increase by $2 million in subsequent years until it reaches a 
cap of $10 million per year. 

o Additionally, the tax credits would become transferrable, which would 
allow developers to more easily get capital or cash for the tax credits. 

o According to Rep. Clere, under the current tax credit program, credits can 
be awarded in advance and so with the program’s cap of $450,000 
credits a year, all HTCs have been awarded until 2023. 

o Rep. Clere said, and I quote: “As it currently exists, the credit is 
dysfunctional. This legislation will restore and improve its usefulness as 
an economic development tool.” 

o As it turns out, the Indiana General Assembly’s House of Representatives 
agree with Rep. Clere, because on January 31, the Indiana General 
Assembly’s House of Representatives unanimously passed H.B. 1111.  

o The bill was then referred to the senate.  
o At the time of this recording, it was unclear when the senate would take 

up the bill, but I’ll be sure to keep you updated on the bill’s progress in 
future podcasts. 

 Now, let’s head west to Nebraska.  



Novogradac Report on Tax Credits 
Summary: February 7, 2012 

 

10 
www.novoco.com/podcast 

©Novogradac & Company LLP 2011 

o Earlier this month, Nebraska State Sen. Abbie Cornett introduced the 
Historic Property Restoration and Reuse Act. 

o The act, known as Legislative Bill 888, would provide a 25 to 30 percent 
tax credit for developers that rehabilitate federal, state or locally-
designated historic properties.  

o For-profit developers would qualify for a 25 percent tax credit for 
restoration projects and not-for-profit developers would qualify for a 30 
percent tax credit. 

o The tax credit would be transferable and have a five-year recapture 
period.  

o The tax credit could also be carried forward if the credit exceeds the 
person’s income tax liability for the year that the eligible property is placed 
in service. The credit can be carried forward until it is fully used. 

o The tax credit created by L.B. 888 would expire on January 1, 2018. 
o On January 11 the bill was referred to the revenue committee. 

 It’s great to see legislators getting behind historic tax credits and I look forward to 
updating you on these bills as they make their ways through their respective 
legislative bodies.  

 In the meantime, I encourage you to check out the Historic Tax Credit Resource 
Center at www.historictaxcredits.com. There you will find the latest versions of 
Indiana’s H.B. 1111 and Nebraska’s L.B. 888.  
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NEW MARKET TAX CREDIT NEWS 
 
Working Group Comment Letter  

 Yesterday was the deadline to submit comments to the CDFI Fund in response 
to its comment invitation on the new markets tax credit.  

 The New Markets Tax Credit Working Group submitted comments regarding a 
number of practical considerations and made several recommendations to 
increase the effectiveness of the program while reducing costs and burdens on 
program participants.  

 In a comment letter, the group presents suggestions that will contribute to the 
efficiency of the new markets tax credit program, specifically as it relates to  

o low-income communities and areas of higher distress,  
o treatment of certain businesses,  
o community accountability,  
o transaction costs,  
o evaluation of financial products, and  
o the use of other federally subsidized financing in conjunction with NMTCs.   

 In addition to addressing the points I just listed, the working group’s letter 
comments that one of the most effective ways to improve the efficiency of the 
new markets tax credit would be by making the credit permanent or at least 
giving the program a long-term extension.   

o As listeners know, uncertainty as it relates to the future of the new 
markets tax credit prevents many investors and community development 
entities from participating.   

o With more investors, the pricing of the tax credits would increase and 
would lead to a greater amount of subsidy reaching the intended project.  

o In addition to higher credit pricing, CDEs would be able to dedicate more 
resources to their new markets tax credit programs and obtain higher 
efficiencies.  

 Furthermore, the group comments that, while changes could be made to the 
program in order to achieve set objectives, we do not believe that any changes 
will cause a substantial impact on the program until a single component of the 
program is changed that affects all investments: tax credit recapture.   

 To read the complete comment letter, which is extensive, you can visit 
www.nmtcworkinggroup.com.  

 To learn more about the New Markets Tax Credit Working Group, please contact 
my partner Brad Elphick in our Atlanta office.  

 
 


