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Michael J. Novogradac, CPA, discusses the president’s tax reform proposal and this 

week’s congressional calendar. Then, he shares highlights of the ninth round of new markets 

tax credit allocation awards. In the low-income housing tax credit section, he reviews FHFA’s 

plan for Fannie Mae and Freddie Mac and discusses legislation introduced in California to 

provide a permanent funding source for affordable housing. Next, he discusses a report about 

the measurement of the economic impact of historic preservation; a report that suggests that a 

Pennsylvania state historic tax credit would be an economic boon; and the war over tax credits 

in Missouri. Finally, he discusses the ongoing efforts to extend the renewable energy production 

tax credit.  

 

Summaries of each topic:  

1. General News (2:05 – 5:25) Pages 2-3 

2. New Markets Tax Credits (5:26 – 9:42)  Pages 4-5 

3. Low-Income Housing Tax Credits (9:43 – 13:44Pages 6-7 

4. Historic Tax Credits (13:45 – 19:21) Pages 8-9 

5. Renewable Energy Tax Credits (19:22 – 22:27) Page 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, 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 
 
Tax Reform  

 The White House and the U.S. Department of the Treasury last week released the 
president’s framework for business tax reform. 

 The document outlines President Obama’s five recommendations for business tax 
reform.  

 The five elements include  
1. eliminating certain tax expenditures and reforming the business tax base;  
2. refocusing the manufacturing deduction and reducing the effective rate on 

manufacturing, while encouraging research and development and clean energy 
production;  

3. introducing a minimum tax on foreign earnings;  
4. making tax filing simpler for small businesses and entrepreneurs; and  
5. either eliminating or making permanent and fully paying for temporary tax 

provisions now in the tax code.  
 Renewable energy tax credits are discussed addressed in the section on extending, 

consolidating and enhancing clean energy incentives.  
o Specifically, the president would make permanent the tax credit for the 

production of renewable energy.  
o The plan would also make the production tax credit refundable.  

 The framework does not specifically mention low-income housing tax credits, new 
markets tax credit or historic tax credits. 

 The plan calls for a 28 percent corporate tax rate and an effective 25 percent rate for 
manufacturing.  

 The plan would also reduce the use of accelerated depreciation, reduce bias to debt 
financing, reduce the deductibility of interest and reduce the gap between book and tax 
income. 

 A copy of the president’s framework can be found online at www.novoco.com. Click on 
the Hot Topics button and then choose the Tax Reform link.  

 Additional highlights of the plan can be found in a post on my Notes from Novogradac 
blog. 

 
Congress Returns  

 This week lawmakers are back in Washington, D.C. and Congress is back in session.  
 There are several hearings this week on the president’s proposed budget for fiscal year 

2013.  
 And, as I mentioned last week the House Financial Services Subcommittee on 

Insurance, Housing and Community Opportunity held a hearing this morning entitled 
“Oversight of the Department of Housing and Urban Development.”  
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o That hearing featured Carol Galante, Acting Federal Housing Administration 
Commissioner.  

o I will review that hearing in more detail in next week’s podcast.  
 Also on Thursday, March1, the Senate Budget Committee will hold a hearing, “Tax 

Reform to Encourage Growth, Reduce the Deficit, and Promote Fairness.”  
o I will report on this hearing next week as well.  
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NEW MARKETS TAX CREDIT NEWS 
 
Ninth Round of NMTC Awards  

 I’d like to start by congratulating the 70 community development entities that were 
awarded $3.6 billion in New Markets Tax Credit awards last week.  

 Some listeners may be wondering why the total awarded was more than the $3.5 billion 
in allocation authority approved by Congress.  

 In addition to the $3.5 billion, the CDFI Fund allocated approximately $123 million of 
unused, rescinded or surrendered allocation authority from prior rounds. 

 In the nine rounds to date, the CDFI Fund has made 664 allocation awards totaling $33 
billion in tax credit authority.  

o This total includes $3 billion in Recovery Act awards and $1 billion that was 
specifically set aside for recovery and redevelopment in the wake of Hurricane 
Katrina.  

 The 70 organizations receiving awards in the ninth round were selected from a pool of 
314 applicants that requested more than $26.7 billion.  

 The allocatees have identified principal service areas that will cover nearly every state in 
the country, as well the District of Columbia.  

 The CDFI Fund made allocation awards totaling about 14 percent of the total amount 
requested by applicants to about 22 percent of the total applicant pool.  

 Allocation awards range in size from $20 million to $100 million.  
 The median allocation amount was $50 million and the average allocation amount was 

about $51.8 million. 
 Fifty-three percent of the allocatees are not-for-profit organizations or subsidiaries. They 

received allocations totaling about $1.7 billion. 
 About 26 percent of the allocatees are certified CDFIs or subsidiaries of CDFIs. They 

received allocations totaling $907 million. 
 About 10 percent are governmentally controlled entities or subsidiaries of such entities. 

They received allocations totaling $270 million. 
 Roughly 9 percent of the allocatees are minority-owned or controlled entities. They 

received allocations totaling $220 million. 
 Only five of the 70 allocatees were first-time awardees.  

o If you are an applicant that has not yet received an allocation in any of the nine 
cycles to date, I encourage you to contact my partner Brad Elphick to review the 
pros and cons of re-applying this year, assuming that the CDFI Fund moves 
forward with another allocation round pending an extension of the new markets 
tax credit.  

 A newer element to this year’s round was the Healthy Food Financing Initiative.  
o This is an interagency initiative involving Treasury and the Department of Health 

and Human Services to address food deserts.  
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o While there was no specific set-aside of tax credits for healthy food financing in 
the 2011 NMTC allocation round, applicants were asked to indicate the 
percentage of their allocation that they intend to devote to Healthy Food 
Financing activities.  

o Fifty of the 70 allocatees (or 71 percent) indicate that they intend to devote some 
portion of their NMTC allocation to Healthy Food Financing activities.  

 Additional information about the ninth round of new markets tax credit allocations can be 
found online at www.newmarketscredits.com.   

 For questions about the new markets tax credit, or the most recent round of allocation 
awards, please contact my partner Owen Gray in our San Francisco office.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
FHFA Fannie Mae and Freddie Mac Conservatorship Plan 

 Last week Federal Housing Finance Agency Acting Director Edward DeMarco sent 
Congress a strategic plan for the next phase of Fannie Mae and Freddie Mac’s 
conservatorships. 

 The two government sponsored enterprises, or GSEs, were placed into 
conservatorships on September 6, 2008.  

 Director DeMarco’s plan outlines three strategic goals for the next phase of the 
conservatorships.  

o The goals are 
1. To build a new infrastructure for the secondary mortgage market; 
2. To gradually contract the GSEs’ dominant presence in the marketplace 

while simplifying and shrinking their operations; and  
3. To maintain foreclosure prevention activities and credit availability for new 

and refinanced mortgages. 
 In the plans for contracting GSE operations, the director has separate plans for single- 

and multifamily credit guarantees.  
o The GSEs do not currently have a common approach to the multifamily credit 

guarantees.  
o Fannie Mae shares credit risk with loan originators through its underwriting 

program. 
o Freddie Mac shares much of its risk with investors by issuing securities backed 

by multifamily mortgages where the investor bears the credit risk.  
o Under the plan, each GSE will undertake a market analysis of the viability of its 

multifamily operations without government guarantees.  
o Each GSE will undertake a market review of its business model and the viability 

of its models on a standalone basis after attracting private capital and adjusting 
pricing to retain that capital.  

 The plan can be found on the LIHTC Hot Topics page at novoco.com under GSE reform.  
 If you have thoughts about the implications of these plans, please shoot me an email at 

Michael.novogradac@novoco.com.   
 
Legislation Seeks Permanent Funding for Affordable Housing in California  

 In the wake of the dissolution of redevelopment agencies in California, last week 
California state Senator Mark DeSaulnier introduced legislation to create the Housing 
Opportunity and Market Stabilization Trust Fund with the goal of creating a permanent 
funding source for affordable housing in California. 

 State Senate Bill 1220 would support the development, acquisition, rehabilitation, and 
preservation of affordable homes for low-income and moderate-income households, 
including transitional and permanent rental housing, among other types of housing.  
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 The goal of the bill is to generate an average of $700 million per year for affordable 
housing by enacting a $75 document recording fee on real estate transactions.   

 Other states have used similar document recording fees to establish and support 
affordable housing trust funds. 

 SB 1220 is jointly authored by Senate President pro Tempore Darrell Steinberg and 
Assemblymember Toni Atkins is a principal co-author. 

 Supporters of the measure say that identifying a permanent funding source would 
ultimately remove affordable housing from protracted and contentious budget debates in 
Sacramento.  

 State Senate Bill 1220 is has been endorsed by Housing California and the California 
Housing Consortium.   

 Ray Pearl, executive director of the California Housing Consortium said, quote “This bill 
goes a long way towards reestablishing an important public-private partnership.”  

 For questions about the bill, or about the post-RDA landscape for affordable housing 
finance in California, please contact my partner Jim Kroger in our San Francisco office.  
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HISTORIC TAX CREDIT NEWS 
 
Measuring Economic Impacts of Historic Preservation 

 The Advisory Council on Historic Preservation, or ACHP, has released a report on 
measuring the economic impact of historic preservation.  

 It was commissioned by ACHP and conducted by PlaceEconomics and a graduate 
student from the University of Pennsylvania.  

 The report had three goals:  
1. to understand what has been learned to date about the nexus of historic 

preservation and economics;  
2. learn what specific information would be most valuable to preservation advocates 

and how that information should be used; and  
3. receive recommendations on specifically what should be measured and by 

whom.  
 The report focuses on the economic indicators including jobs, household income, 

property values, heritage tourism, sustainable development and downtown revitalization.  
 The authors recommend ways to improve understanding about how preservation activity 

supports the economy. 
 Finally, the report identifies the next steps that the historic preservation community 

should take to consistently and credibly measure the economic impact of historic 
preservation over time.  

 Of note to listeners are some comments that researchers heard related to historic tax 
credits when they were speaking with people about the economic impact of historic 
preservation. Those comments included that: 

o Preservation studies are generally environmental impact studies that do not 
address preservation’s net economic benefits. 

o States are increasingly examining the effect of federal, state and local tax credits 
on their budgets. 

o The federal government could make better use of its existing tools, including the 
historic tax credit. 

o Data should focus on jobs created, how incentives like the federal historic 
program generates more benefits and revenue than it costs is lost tax revenue.  

o Modeling of tax credit and investment trends at a local and regional level would 
be very useful.  

 Respondents also suggested that a new tax credit could be targeted at historic 
preservation projects in low-income areas.  

 Currently, two-thirds of approved projects for the federal tax credit are in low-income 
areas.  

 The full report, along with an interim report, can be found on the Reports and Research 
page at www.historictaxcredits.com.  
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Study Demonstrates Economic Impact of Historic Preservation in Pennsylvania 
 Last week the Pennsylvania Historical and Museum Commission released a new study 

titled "Economic Benefits of Historic Preservation Activities in Pennsylvania." 
 The study provides evidence about the benefits of historic preservation for economic 

development.  
 The report gathered and analyzed data on five areas of study:  

1. Federal Rehabilitation Investment Tax Credits,  
2. Potential Impact of a State Tax Credit,  
3. Property Values,  
4. Heritage Tourism and  
5. Qualitative Impacts.  

 The report found that historic preservation projects within Pennsylvania have leveraged 
federal resources through the Historic Rehabilitation Tax Credit program to stimulate 
considerable private investment statewide, resulting in $7 billion in project expenditures 
from 1978 to 2010.  

 Those expenditures have led to $17.1 billion in total economic impact in the state, 
supporting 148,000 jobs and generating $380 million in state tax revenues. 

 The report projects that adding a state-level tax credit would induce an additional $55 
million to $110 million in historic preservation projects, which would conservatively  

o create an additional $130 million to $270 million in total economic impact each 
year, 

o support 1,200 to 2,300 jobs and  
o generate $3 million to $6 million in state tax revenues 

 This would be equivalent of a 5 percent – 8 percent annual return on the public 
investment represented by the initial tax credit. 

 The full report is available online at www.phmc.state.pa.us.   
 
Missouri Tax Credit Moratorium 

 In Missouri, the battle for tax credits continues.  
 Senator Jason Crowell introduced a bill on February 14 that creates a moratorium on the 

state’s low-income housing tax credits and historic tax credits.  
 Senate Bill 790 prohibits the Department of Revenue from allowing or redeeming any tax 

credits issued under the two programs until after June 30, 2013. 
 An emergency clause would make the moratorium take effect immediately upon the bill’s 

passage. 
 After the bill was introduced, it was referred to the Senate Ways and Means and Fiscal 

Oversight Committee. 
 The committee held a hearing on the bill on February 23.  
 At the time of this recording, transcripts of that hearing were not available.  
 The text of S.B. 790 can be found on the state legislation page at 

www.taxcredithousing.com.   
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Major U.S. Companies Push for PTC Extension 

 Fifteen of the country’s most familiar brand names have added their voices to those of 
wind developers, turbine manufacturers and renewable energy industry groups across 
the country that are urging Congress to extend the production tax credit. 

 Starbucks, Campbell Soup, Levi Strauss & Company and Nike are among the 
companies that signed on to a letter to congressional leaders earlier this month 
supporting the credit’s renewal as part of the payroll tax cut extension legislation. 

 As regular listeners know, unfortunately that provision was ultimately not included in the 
payroll tax cut extension legislation. 

 In their letter, the companies identified themselves as some of the largest non-utility 
purchasers of renewable energy. 

 They warned that allowing the production tax credit to expire would immediately raise 
prices for renewable electricity and hurt their bottom lines. 

 All of the companies have committed to purchasing and using renewable energy, and 
the majority of them have established goals to eventually obtain a significant portion of 
their energy from renewable sources. 

 Starbucks already purchases renewable energy equivalent to nearly 60 percent of the 
electricity it uses in company-owned stores. By 2015, it aims to reach 100 percent. 

 Failure to extend the production tax credit would jeopardize the goals these companies 
have set for themselves. It would also hurt their businesses by raising energy prices in a 
recovering economy. 

 To see a copy of the letter, go to www.energytaxcredits.com.  
 
Franken Joins List of Lawmakers Calling for PTC Extension  

 On February 15, in a speech on the Senate floor, Senator Al Franken urged his 
colleagues to support a four-year extension of the renewable energy production tax 
credit.  

 In his remarks Sen. Franken cited the Navigant Consulting study which found that if the 
production tax credit is not extended, construction of wind turbines will likely drop by 75 
percent in 2013. 

 The study also warned that the wind industry would lose half its jobs, if the production 
tax credit is not extended.  

 Last year, Sen. Franken joined the Senate's Energy Committee.  
 In October, he introduced the Community Wind Act, which would expand the existing 

small wind Investment Tax Credit to projects with capacity up to 20 megawatts. 
 Sen. Franken said, quote “As uncertainty about the tax credit deepens, we’ve already 

seen that orders to wind manufacturing facilities are slowing down, and companies are 
making layoffs. This is our fault here in Congress, and it is unacceptable.  The longer we 
wait, the worse the layoffs and shutdowns will get.”  


