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Michael J. Novogradac, CPA, shares his initial impressions of the Obama 

Administration’s budget proposal for fiscal year 2012. Then he discusses the 

Administration’s proposal to reform the nation’s housing finance system; recent 

IRS guidance on the taxability of TCAP grants; the National Offshore Wind 

Strategy; two community development projects in Chicago that demonstrate the 

direct benefits the NMTC provides to low-income communities; and Maryland’s 

most recent round of Sustainable Communities Tax Credits.  

 

Summaries of each topic:  

1. General News (1:42 – 11:42) Pages 2-4 

2. Low-Income Housing Tax Credits (11:42 – 20:23) Pages 5-7 

3. Renewable Energy Tax Credits (20:24 – 22:57) Page 8 

4. New Markets Tax Credits (22:58 – 26:24) Pages 9-10 

5. Historic Tax Credits (26:25 – 29:52) Pages 11-12 

 

 

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 TAX CREDIT NEWS 
 
First Impressions of the Obama Administration’s FY ’12 Budget 

 The Obama Administration released its proposed FY 2012 budget 
yesterday, February 14.  

 The budget includes a tax component and a spending component.  
 On the tax side, the proposal contains a number of provisions of note to 

the tax credit community.  
 They include 

o Extending the NMTC through 2012 at a $5 billion allocation level 
and  allow NMTC to offset AMT;  
 These changes would expand the number of potential 

investors in the NMTC program.  
o Allowing LIHTC-supported projects to elect an average-income 

criterion  
 This would be an important change that would incentivize 

LIHTC developments to have more mixed-income aspects.  
o Providing a 30 percent basis boost to 4% LIHTC deals 

 This change would make many more acquisition rehab 
preservation transactions financially feasible.  

o Providing $5 billion more for Section 48C 
o Creating a tax credit under Section 179D as part of the ‘Better 

Buildings Initiative’ 
 On the spending side, let’s review the HUD proposals.  
 Comparing the actual FY 2010 spending to the FY 2012 proposal:  

o Project-based rental assistance would be increased by 
approximately $900 million.   

o The public housing operating fund would be decreased by $800 
million.  

o The public housing capital fund would be decreased by $70 million.  
o Transforming Rental Assistance would be funded at $200 million.  
o The Choice Neighborhoods/HOPE VI program would go up about 

$50 million.  
o There would be no change in the Native American Housing Block 

Grant.  
o Housing for the Elderly would be decreased by $60 million.  
o Housing for Persons with Disabilities would be decreased by $100 

million, which is roughly a third of the FY 10 funding level. 
 Overall, the HUD budget would decrease from FY10 levels by 

approximately $1.1 billion in FY12.  
 Another item of note on the spending side is the CDFI Fund.  
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o The proposed budget for 2012 would decrease the CDFI Fund’s 
funding by $20 million to $227 million, down from $247 million in 
2010.  

 As a reminder, these proposals are for the fiscal year that starts in 
October.  

 
2011 Budget Remains Unresolved  

 The 2011 is not yet completed.  
 The government is currently operating under a continuing resolution that 

expires on March 4.  
 Last week, House Republicans released a proposal for funding the 

government for the balance of FY 2011.  
 That plan included $100 billion in tax cuts for this fiscal year.  
 In those spending cuts were  

o $1 billion in public housing capital funds,  
o Nearly $3 billion cut from CDBG,  
o A $550 million cut in Section 202, 
o A $210 million cut in Section 811,  
o $104 cut from tenant-based Section 8,  
o $200 million cut from the CDFI Fund.  

 This proposal would provide, however, $715 million more in project-based 
Section 8.  

 This is just the House Republican proposal; it does have to make its way 
through the House and then it would have to make its way to the Senate 
and then there would have to be agreement with the president.  

 The continuing resolution expires in approximately 2 ½ weeks.  
 We expect that whatever agreement comes out of the negotiations for the 

FY2011 budget will have significant meaning for the FY2012 budget 
negotiations.  
 

Interesting Item of Note 
 In the Treasury Department’s discussion of salary and expenses for the 

Office of Inspector General indicates that the Treasury Department 
expects  

o The Section 1602 LIHTC cash grant exchange program and 
Section 1603 renewable energy cash grant exchange program will 
cost approximately $20 billion over their lives, and 

o OIG anticipates a significant increase of related criminal 
investigations as Treasury continues to disperse these funds.  

 We are not currently sure what level of criminal investigation is taking 
place currently, nor what motivates the OIG to expect a significant 
increase.  

 We will follow up as we learn more about Treasury’s request for additional 
funding for criminal investigations.  
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Hearings and Committees 
 Last week, law firm Williams & Jensen reported in their Washington 

Update that Senate Finance Committee Chairman Max Baucus 
announced he plans to hold hearings on tax reform every Tuesday that 
the Senate is in session.  

 They also noted that there may be two potential changes in tax 
committees.  

o In the Senate, Senate Finance Committee member Sen. Jon Kyl 
announced he will not seek reelection in 2012.  

o This will open up a republican seat on the Senate Finance 
Committee.  

o In the House, Congressman Chris Lee resigned his seat on 
February 9.  

o He was on the House Ways and Means Committee.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Administration Releases Housing Finance Reform Plan 

 As most listeners already know, last week the Obama Administration 
delivered its much-anticipated report to Congress proposing a plan to 
reform the housing finance market.  

 The proposal would gradually reduce Fannie Mae and Freddie Mac’s role 
in the market and ultimately wind down both institutions, which the 
administration says would create the conditions for private capital to play 
the predominant role in housing finance.  

 The report also stresses a commitment to affordable rental housing and 
calls for a dedicated funding source for affordability efforts. Additional 
information is available on the GSE Reform page.  

 Specifically, the report calls for  
o reforming and strengthening the FHA;  
o ensuring Federal Home Loan Bank (FHLB) support for small- and 

medium-sized financial institutions;  
o rebalancing the nation’s housing policy and strengthening support 

for affordable rental housing;  
o and ensuring that capital is available to credit-worthy borrowers in 

all communities, including rural areas, economically distressed 
regions, and low-income communities.   

 The proposal calls for a “dedicated, budget-neutral financing mechanism” 
to support affordable rental housing effort.  

 The House Financial Services Committee has already scheduled a series 
of hearings to discuss housing finance reform.   

 The first hearing was held last week, before the plan was released.  
 The Administration’s proposal is expected to be a central focus of the 

remaining hearings, which are scheduled for February 16 and March 1.  
 If you’re interested in learning about how the reform and winding down of 

Fannie Mae and Freddie Mac could affect affordable rental housing, I 
encourage you to read the Policy Points article in the February issue of 
the Journal of Tax Credits.  

 Policy Points is a new monthly column that is written for the Journal by 
Peter Lawrence, senior policy director for Enterprise Community Partners.  

 In his inaugural column, Peter discusses the Fannie – Freddie debate and 
its implications for multifamily rental housing.  

 The February installment of Policy Points is featured online at 
www.novoco.com/journal.  

 Of course, Novogradac & Company will track this proposal closely and 
report in future podcasts as developments warrant.  

 You can also track the latest news and information on this topic online our 
web site at www.novoco.com/hottopics.  
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Fannie and Freddie Announce 2010 Volume Totals  
 In a related news item, Fannie Mae announced last week that in 2010 the 

company, in conjunction with its lender and housing partners, provided 
$16.9 billion in debt financing for the rental housing market, through 
approximately 2,300 multifamily mortgage loans for 306,000 rental units.  

 Fannie Mae’s volume for 2010 was down approximately 14% from the 
year before.  

 Approximately 91 percent of the multifamily units financed by Fannie Mae 
in 2010 were affordable to families at or below the median income of their 
communities. 

 Earlier this month, Freddie Mac also announced its volume totals for 2010.  
 Last year, Freddie Mac processed approximately $15 billion in volume for 

its multifamily whole loan and bond guarantee business (multifamily 
mortgage settlements), compared to almost $17 billion in 2009.  

 This volume includes Freddie Mac’s targeted affordable housing products, 
which finance apartments that receive some form of government subsidy.  

 
AHTCC Announces 17th Annual Charles L. Edson Tax Credit Excellence 
Awards Program 

 Last week the Affordable Housing Tax Credit Coalition announced that it is 
accepting entries for the 17th Annual Charles L. Edson Tax Credit 
Excellence Awards program.   

 This national awards program is presented to the most outstanding Low 
Income Housing Tax Credit properties in seven categories. 

 Each winner (and honorable mention) will be recognized in an award 
ceremony in Washington, D.C.   

 To be eligible, projects must have been placed in service on or after 
January 1, 2010. 

 Nominations are encouraged and may be made by state LIHTC allocating 
agencies, governmental agencies, national or local nonprofits, 
syndicators, investors, or development owners.   

 Entries should be postmarked by close of business on March 21, 2011 
and sent directly to AHTCC.   

 A complete application, judging criteria, and other program requirements 
can be found online at www.taxcreditcoalition.org.   

 
Update on 2011 Income Limits 

 One final note about low-income housing tax credits, regarding the timing 
of the annual release of income limits.  

 HUD has informally indicated that the 2011 income limits may be released 
in late March or April.  

 We understand that one reason why the income limits will be out relatively 
late again this year is because HUD is switching the way American 
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Community Survey data is averaged from a 3-year method to a 5-year 
averaging method.  

 As soon as the new income limit data is available, Novogradac & 
Company will compile a complete analysis and review of the new income 
limits.  

 And of course we will also update our Rent & Income Limit Calculator© to 
include 2011 data. 

 Subscribers to the free Industry Alert E-mail service will receive an e-mail 
announcement when the income limits are out, as well as when the 
calculator update has been completed.  

 In the meantime, for questions about using the current 2010 income limits 
I encourage you to call my partner Jim Kroger at (415) 356-8000.   

 
IRS Releases Guidance on Taxability of TCAP Grants 

 Last week, the IRS released CCA 201106008, which found that Tax Credit 
Assistance Program (TCAP) grants are includable in the gross income of 
taxpayers that are awarded the funds by a state housing authority.  

 The ruling can be found online at www.taxcredithousing.com.  
 This conclusion is not a surprise for the tax credit community.  
 The greater significance of this ruling is related to the impact it could have 

on determining when LIHTC exchange grants are includable in income.  
 In CCA 201106008, the IRS rules that the income from TCAP grants is 

recognized in general upon the earliest of when physical performance 
takes place, payment is due, or payment is made.  

 I would encourage any listeners who have partnerships that are receiving 
tax credit exchange program grants to review this ruling to assess when 
the tax-exempt income from the exchange grant should be recognized by 
the partnership.  

 If you have additional questions I encourage you to contact Nicolo Pinoli, a 
principal with Novogradac & Company in our Portland, Ore. Office.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Departments of Energy and Interior Announce Major Offshore Wind 
Initiatives 

 Last week Secretary of the Interior Ken Salazar and Secretary of Energy 
Steven Chu unveiled a coordinated strategic plan to accelerate the 
development of offshore wind energy.  

 The announcement included new funding opportunities for up to $50.5 
million for projects that support offshore wind energy deployment and 
several high priority Wind Energy Areas in the mid-Atlantic.  

 The administration says that the joint National Offshore Wind Strategy 
made public last week is the first-ever interagency plan on offshore wind 
energy.  

 The plan focuses on overcoming three key challenges:  
o the relatively high cost of offshore wind energy;  
o technical challenges surrounding installation, operations and grid 

interconnection; and  
o the lack of site data and experience with project permitting 

processes. 
 The administration also identified four Wind Energy Areas offshore the 

mid-Atlantic as part of Interior's 'Smart from the Start' approach.  
 Some listeners may recall we discussed this initiative in November 2010.  
 Basically, it uses appropriate designated areas, coordinated 

environmental studies, large-scale planning and expedited approval 
processes to speed offshore wind energy development.    

 The new areas, on the Outer Continental Shelf offshore Delaware, 
Maryland, New Jersey and Virginia will receive early environmental 
reviews that will help to lessen the time required for review, leasing and 
approval of offshore wind turbine facilities. 

 In March, the Department of the Interior also plans to identify Wind Energy 
Areas off of North Atlantic states, including Massachusetts and Rhode 
Island.  

 The administration reports that a similar process will occur for South 
Atlantic region, namely North Carolina, this spring.   

 Congressman Bill Pascrell, Jr. released a statement applauding the 
announcement.   

 In July, Congressman Pascrell introduced The Offshore Wind Power Act, 
which would allow investments in geothermal and offshore wind facilities 
to be eligible for the federal 30 percent investment tax credit 

 He says this change could spur billions of dollars in private investment. 
 A copy of the Offshore Wind Power Act, or H.R. 5771, can be found online 

at www.energytaxcredits.com.  
 You can also find a copy of the National Offshore Wind Strategy at that 

address.  
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NEW MARKETS TAX CREDIT NEWS 
 
Chicago NMTC Projects 

 Despite what you may have heard about the use of new markets tax 
credits in Chicago, we believe the city’s low-income neighborhoods and 
people have benefited significantly from the program in the last few years. 

 The Novogradac Journal of Tax Credits regularly covers NMTC projects 
throughout the country that are providing jobs and services to low-income 
populations.  

 Here’s a snapshot of an NMTC project in Chicago that we featured in the 
Novogradac Journal of Tax Credits in October 2010. 

o The article describes a new Target store that is anchoring a retail 
center in Chicago’s Uptown neighborhood.  
 The Target store is part of a larger $150 million 

redevelopment of the formerly industrial Wilson Yard site in 
the North Side’s Uptown neighborhood.  

 The five-phase project also includes an ALDI Grocery Store, 
24,000-square foot strip retail center, 178 affordable housing 
units and a 380-space parking garage. 

 A $35 million qualified equity investment funded the Target 
store and parking garage. 

 The project created more than 500 jobs in a census tract that 
has a 35.1 percent poverty rate and 16.2 percent rate of 
unemployment. 

 260 of those were construction jobs associated with 
the construction of the building’s shell and 
foundations and parking garage.  

 Target also hired 311 workers for the store. According 
to Target, 80 percent of the workers live in the 
surrounding area.   

 And in the March issue of the Journal, we will be highlighting Hales 
Franciscan High School on Chicago’s South Side, which is using NMTCs 
to renovate and modernize its campus.  

 Hales Franciscan is an independent Catholic high school 
that primarily educates African-American males. 

 The school will use a $12 million NMTC allocation, along 
with an allocation of Illinois state NMTCs, to complete: 

  a $9 million renovation of its main building; 
 upgrades to mathematics, science and technology 

capabilities; and  
 construction of and equipment for an athletic field and 

facilities.  
 The investment will also enable Hales to 

accommodate increased enrollment. 
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 You can read more about this project and numerous other NMTC projects 
in the Journal of Tax Credits.  

 To subscribe to the Journal please visit our web site or call 415-356-7960.  
 
NMTC Advocacy Resources Available Online  

 Novogradac & Company has also created a web page where community 
development professionals can find a collection of resources to help them 
support the new markets tax credit program.  

 At www.novoco.com, click on Hot Topics and then select the link for Tax 
Credit Advocacy.  

 There you will find a compilation of resources and information about the 
NMTC program that you can use to rebut the inaccurate news stories that 
have circulated recently, and educate lawmakers on the many benefits of 
this important program.  

 The materials that are currently posted on our site were created by the 
New Markets Tax Credit Coalition, of which we are a member.  

 We will continue to gather advocacy resources on our web site, so check 
back often.  

 You can also go to nmtccoalition.org.  
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HISTORIC TAX CREDIT NEWS 
 
Contest Extension 

 You may recall that I had promised to reveal my favorite Superbowl 
commercial during this week’s podcast. 

 However, we still haven’t received a correct guess from the listening 
audience or Twitter followers, so we’re extending the contest for another 
week.  

 Also, here’s a hint to help you deduce which Superbowl commercial was 
my favorite: I announced the contest and discussed Superbowl ads during 
the historic tax credit segment of this podcast.  

 So send in your guesses via email to me at 
Michael.novogradac@novoco.com or to CPAs@novoco.com.  

 The first person to correctly surmise my favorite ad from Superbowl 45 will 
win a free registration to the National Historic Tax Credit Conference in 
Cleveland.  

 The conference will be held on April 7 and 8.  
 You can learn more about the event online at www.novoco.com/events. 

 
Maryland Awards  

 Last week Maryland Governor Martin O’Malley announced the recipients 
of the latest round of Sustainable Communities Tax Credits. 

 Last year, Governor O’Malley successfully proposed an enhanced version 
of the Historic Tax Credit, transforming it into the Sustainable 
Communities Tax Credit.   

 The Sustainable Communities Tax Credit and its predecessor, the Historic 
Tax Credit, have invested more than $358 million in Maryland 
revitalization projects in the past 15 years, supporting 15,000 jobs and 
revitalizing communities.   

 The governor’s office says that projects funded by the tax credits have 
produced more than $1.5 billion in total direct rehabilitation expenditures 
by owners and developers.   

 Coupled with wages, both construction and new jobs, as well as state and 
local revenues generated, this equates to more than $8.50 in economic 
output for every $1 invested by state government.   

 In the most recent application round, a total of 36 applications were 
submitted for a total of $40 million in Sustainable Communities Tax 
Credits.   

 Ten projects that scored highest in the most recent application round 
received a total of $11 million in tax credits in last week’s announcement.  

 The winning projects have a total estimated cost of $82,430,000.  
 The governor’s office estimates the projects will help create 740 

construction jobs.   
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 In his proposed budget for fiscal year 2012, Governor O’Malley maintained 
funding for the Sustainable Communities Tax Credit at $10 million. 

 A list of the 10 projects that submitted successful applications for the 
Maryland Sustainable Communities Tax Credit can be found online at 
www.historictaxcredits.com.  

 And if you are interested in applying for state historic tax credits, or 
generating federal HTCs from your rehabilitation project I encourage you 
to call my partners Tom Boccia or Charlie Rhuda to see how Novogradac 
& Company may be able to help you submit a successful application for 
state tax credits or comply with federal rules.  

 Tom is in our Cleveland office and Charlie is in our Boston office.  
 


