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 (Intro music) 

Hello, it’s Tax Credit Tuesday. I am Michael Novogradac and 

this is the Novogradac Report on Tax Credits, a weekly podcast 

devoted to tax credit topics. The Report on Tax Credits is brought to 

you each week by Novogradac & Company LLP, a national 

accounting, valuation and consulting firm specializing in affordable 

housing, community development and renewable energy.  

  

Today we’ll focus on two topics:  
First, we’ll touch on a recent Senate hearing about 

reforming the housing GSEs, or government sponsored entities, 
and we’ll share with you news about their investments in 
affordable housing last year. 

Then we will review some details of Clean Renewable 
Energy Bond financing that the IRS announced last week.   

But first, let’s address two breaking news items.  
 
On February 13, the U.S. Department of Housing and Urban 

Development released income limits for 2008. Income limits are 

released annually and are used by the low-income housing tax credit 

and tax-exempt bond communities to compute maximum rents and 

tenant income levels for LIHTC and bond properties.  

 

This year, HUD again implemented its "hold harmless" policy in 

areas where income limits decreased, or at least didn’t rise above the 
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prior held harmless income levels. This policy prevents low-income 

housing tax credit rents from falling below last year's levels. 

According to HUD's Income Limits Briefing Material, income limits 

were maintained at last year’s level in 637 of 2,043 non-metropolitan 

areas, and 190 out of 532 metropolitan areas. In previous podcasts I 

discussed the impact of flat rents on LIHTC and bond properties. 

Novogradac & Company LLP also published a white paper last year 

that analyzes the issue and determines in which locations a lack of 

income limit growth may be a real concern for LIHTC properties —

and more importantly — for how long.  

 

We are currently updating that analysis and will release a 

revised edition of the white paper soon. Additional analysis will also 

be available in the March issue of the Novogradac Property 

Compliance Report. You can subscribe to the Report online at www 

dot novoco dot com slash products.  

 

In other breaking news, last week in Congress there was 
movement toward an energy tax package similar to the one that 
was considered but fell short of passage late last year.  

Earlier this month, Iowa’s Democratic Congressman Bruce 

Braley introduced a bill to extend the renewable energy production 

tax credit, or PTC, for seven years, to January 1, 2016. Upon learning 

of the measure, Ranking Member of the Senate Finance Committee, 
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Iowa Senator Chuck Grassley sent a letter to Braley urging him to 

speak out against any potential efforts to place a cap on the wind 

energy credit. He also expressed concern about the implications of 

the cost of extending the PTC. In his letter, Grassley wrote, quote, the 

cost of a five-year extension of Section 45 being nearly 11 billion 

dollars, it’s unlikely Congress will be able to extend my wind credit for 

more than a couple of years in the next extension end quote. 

He also sent a letter to New York Congressman Charles 

Rangel, chairman of the House Ways and Means Committee. 

Grassley expressed his support for an extension of the wind energy 

production tax credit and asked for Rangel’s support for the credit in 

future energy tax legislation.   

On February 12th, Rangel introduced H.R. 5351, the 

Renewable Energy and Energy Conservation Tax Act of 2008. The 

18 billion dollar energy tax package would extend the renewable 

energy production tax credit for three years. The act would also 

extend the renewable energy investment tax credit, sometimes 

referred to as the ITC, for eight years.   



Novogradac Report on Tax Credits 
Transcript: Feb. 19, 2008 

 

- 4 - 
www.novoco.com/podcast 

©Novogradac & Company LLP 2008 

As was the case with the energy tax legislation introduced last 

year, House Democrats again propose to offset the cost of the bill’s 

renewable energy provisions by ending subsidies to oil and gas 

companies. Republicans opposed this provision last year and are 

expected to reject it again this time around.  

The measure was originally scheduled for consideration last 

week, but it was later announced that the bill had been pulled from 

the schedule. The House is not expected to consider the package of 

energy tax incentives until next week at the earliest.  

 Novogradac & Company LLP will keep the tax credit 

community informed on the progress of this tax package via email 

alerts from CPAs at novoco dot com. News alerts will also be posted 

regularly at www dot energytaxcredits dot com.  

Now let’s turn our attention to today’s topics.  
 
Earlier this month, the Senate Committee on Banking, 

Housing, and Urban Affairs held a hearing on reforming the 
regulation of the government sponsored enterprises, or GSEs.  
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The committee heard testimony from Ronald Rosenfeld, 

chairman of the Federal Housing Finance Board, James Lockhart, the 

director of the Office of Federal Housing Enterprise Oversight and 

David Nason, the assistant secretary for financial institutions at the 

Treasury Department. In addition, testimony was provided during the 

hearing by Fannie Mae president and CEO Daniel Mudd, and Freddie 

Mac Chairman and CEO Richard Syron.   

Congress has been considering stricter regulations and the 

possibility of designating a new regulator for the GSEs since 2003, 

after earnings misstatements at Fannie Mae and Freddie Mac were 

first disclosed.  The House passed legislation in May that would 

transfer oversight of the GSEs from HUD to a new regulator, which 

would have increased control over the GSEs’ portfolios and capital 

requirements. Among other things, according to the National Multi 

Housing Council, the plan would tighten Fannie Mae’s and Freddie 

Mac’s affordable housing goals by counting only mortgages 

purchased on homes or rental units that are affordable to families 

making 80 percent or less of area median gross income, down from 

100 percent. It is believed that this would likely increase the GSEs’ 
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incentives to expand their multifamily lending, which already accounts 

for approximately 30 percent of their qualified affordable activities. 

The Senate has not acted on the measure.  

In related news, Fannie Mae and Freddie Mac both recently 

announced record-setting investments in affordable multifamily 

housing. Fannie Mae reports that it financed 60 billion dollars in 

multifamily rental housing in 2007, a multifamily-industry record for 

annual production. Fannie Mae's multifamily financing solutions 

include debt financing through lender partners, investments in low-

income housing tax credits through syndication partners, and 

multifamily bond purchases. Fannie Mae says that last year it 

committed 1.1 billion in equity investments that qualify for housing 

credits. Freddie Mac announced that it had purchased a record 44.7 

billion in new multifamily business transactions in 2007, a 55 percent 

increase over the company’s 2006 volume of 28.8 billion. This volume 

includes approximately 3.7 billion in targeted affordable housing 

products. The company reports that despite a difficult market, 2007 

was a good year for its multifamily business. Last year Freddie Mac 
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made more than 450 million dollars in low-income housing tax-credit 

investments. 

Additional details of the GSEs LIHTC and bond investments for 

2007 will be available in the March issue of the Novogradac Journal 

of Tax Credit Housing.  

Shifting gears, let’s examine the details of energy bond 
financing announced last week.     

The IRS announced on February 8 that 312 projects were 

eligible for volume cap allocations of tax-credit bonds through its 

Clean Renewable Energy Bond program.  

Internal Revenue Code Section 54 authorizes the allocation of 

1.2 billion dollars of tax-credit bond volume cap to fund projects that 

can generate clean renewable energy. State and local governments, 

as well as electrical cooperatives, are able to issue tax-credit bonds 

under the program.  

In November 2006, the IRS announced the first round of Clean 

Renewable Energy Bond volume cap allocations, which allocated 800 
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million dollars of volume cap—some of which was subsequently 

relinquished—to 610 projects.  

In the current round of allocations, the IRS says it reviewed 342 

applications from 33 states requesting 897 million dollars of Clean 

Renewable Energy Bond financing pertaining to 395 projects. 

Approximately 477 million dollars of volume cap was available for 

allocation. Applications ranged in size from 15,000 to 38.5 million 

dollars.  

The IRS says that governmental borrowers in 28 states will 

receive 263 million dollars of volume cap allocations ranging from 15 

thousand dollars to 2.95 million dollars. Approved projects of 

governmental borrowers include: 138 solar facilities, 88 wind facilities, 

41 landfill gas facilities, 12 hydropower facilities, three closed-loop 

biomass facilities, three trash combustion facilities and one open-loop 

biomass facility.  

In addition, cooperative borrowers will receive roughly 143 

million dollars of volume cap allocations. The IRS says approved 

cooperative projects include: 14 wind facilities, four landfill gas 
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facilities, six hydropower facilities, one solar facility and one open-

loop biomass facility.  

For more information about Clean Renewable Energy Bonds, 

visit our Renewable Energy Resource Center online at www dot 

energytaxcredits dot com.  

 Well that brings us to the end of this week’s report.  

Be sure to tune in next week when we will discuss two items:  

First, we will more detailed analysis of the income limits for 

2008 and more importantly their significance to the low-

income housing tax credit community,  and  

second, we’ll discuss the progress that’s being made toward 

an LIHTC modernization bill.  

In the meantime, if you need to find a previous Tax Credit 

Tuesday discussion that you might have missed, you can download 

archived podcast files from www dot novoco dot com slash podcast. 

After downloading the audio file to your computer or MP3 player, you 

can be up to speed on the latest tax credit news in just minutes. To 

receive each week’s podcast automatically, I encourage you to 
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subscribe to this podcast in iTunes. Instructions for subscribing 

through iTunes can be found at www dot novoco dot com slash 

podcast, beneath the listing of previous recordings.  

This is Michael Novogradac and I’ll be back next Tuesday. 

Thanks for listening.  

(Outro music)  

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, 2009 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.  


