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Michael J. Novogradac, CPA, discusses the news that the United States now has the 

highest corporate tax rate in the developed world. Then, he discusses a new rule to determine 

which nonbank financial companies will be considered systematically important financial 

institutions (SIFIs). He also discusses the Volcker Rule. Next, he provides a quick status update 

on the Year 11 discussion that began on March 27, then reviews new guidance from California’s 

Department of Finance about the dissolution of RDAs. In the historic tax credit discussion, he 

discusses state level updates from Pennsylvania and Illinois. Then, he discusses comment 

letters submitted to the CDFI Fund about the NMTC program, the most recent QEI Issuance 

Report, and good news from Florida, where lawmakers raised the program caps for the state 

new markets tax credit. Finally, he reviews the findings of a report that found that the Section 

1603 renewable energy cash grant program supported an average of 52,000 to 75,000 jobs per 

year, and shares a preview of the upcoming Financing Renewable Energy conference.   

 

Summaries of each topic:  

1. General News (2:15 – 10:15) Pages 2-4 

2. Low-Income Housing Tax Credits (10:16 – 14:05) Pages 5-6  

3. Historic Tax Credits (14:06 – 16:41) Page 7 

4. New Markets Tax Credits (16:42 – 20:16)  Pages 8-9 

5. Renewable Energy Tax Credits (20:17 – 25:13) Pages 10-11 

 

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 
 
Congressional Update  

 The House is back in session on Monday, April 16, and is expected to quickly address 
House Majority Leader Eric Cantor’s tax bill H.R. 9.  

 H.R. 9 would allow small businesses to deduct 20 percent of their income in calculating 
their federal income taxes. 

 The Senate is also expected to addresses taxes, albeit with a different slant.   
 The Senate will not be focused on small business tax cuts, rather they are expected to 

focus on the "Buffett Rule" bill, S. 2230.  
 S. 2230 would require that anyone earning $1 million or more a year pay a minimum 30 

percent income tax. 
 
Lawmakers Participate in Panel Discussion on Corporate Tax Reform 

 On Monday April 2, the United States gained the dubious distinction of having the 
highest corporate tax rate in the world at 35 percent.   

 This is because Japan has dropped its corporate tax rate, effective April 1, leaving the 
U.S. with the highest corporate tax rate among developed nations.  

 In recognition of this shift, the RATE Coalition hosted a panel discussion at Ohio State 
University about reforming America’s corporate tax code. 

 The event featured opening remarks from Senator Rob Portman and Congressman Pat 
Tiberi.  

 They were joined by business leaders and academics for a policy discussion on 
reforming the corporate tax code.   

 I will tweet a link to video from the event, so if you are on Twitter, you can click on that 
link.  

 
FSOC Approves Final Rule on Nonbank Financial Company Determination 

 Last week, on April 3, the Financial Stability Oversight Council (or FSOC) approved rules 
that it will use to determine which nonbank financial companies are considered 
systemically important financial institutions (or SIFIs).   

 Duly designated SIFIs will be supervised by the Federal Reserve Board and be subject 
to additional standards and regulatory reporting requirements.  

 The FSOC will now begin its designation process, with the intention of making some 
designations this year.  

 Determinations will not be purely formula driven.  
 Rather, each determination will be made based on evaluating each company separately, 

including both quantitative and qualitative information. 
 Quantitative thresholds include: 

o Having $50 billion in assets; 
o Having $30 billion in credit default swaps outstanding 
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o Having $20 billion in total debt outstanding;  
o Having a 15 to 1 leverage ratio  

 According to Fitch Ratings, the following companies are a subset of companies likely to 
be designated as SIFIs, given their size and activities: 

o MetLife,  
o AIG,  
o Berkshire,  
o GECC, and  
o Prudential. 

 So what are the consequences of being designated a SIFI?   
o We need to wait and see to be sure. 
o We can say is that being designated a SIFI means being subject to examination 

and supervision by the Federal Reserve Board, which includes regulatory 
reporting requirements, as I mentioned a moment ago.  

o But perhaps the greatest consequence is going to be complying with applicable 
prudential standards as determined by the Federal Reserve, presumably some 
form of the Volcker Rule.  

 The key is that the Federal Reserve must apply prudential standards that are more 
stringent than standards and requirements applied to non-SIFIs.  

 Areas to think about include:  
o risk-based capital requirements,  
o leverage limits, and  
o liquidity requirements.  

 Regarding the Volcker rule, I note that in the proposed version of the Volcker rule, 
regulatory bodies said that until nonbank financial companies are designated as SIFIs, it 
was too early to apply the Volcker rule to them.  

 As I noted, it’s still too soon to tell exactly what these designations will mean for 
institutions that are deemed to be SIFIs, but as the issue continues to develop I will keep 
listeners updated in future podcasts and via Twitter.  

 
Regulator Suggests Re-Proposing Volcker Rule  

 Speaking of the Volcker Rule, I’d like to provide another update on the consideration and 
implementation of the rule.  

 Last week, Securities and Exchange Commission member Troy Paredes said that 
regulators should “re-propose” the Volcker Rule.  

 Listeners will recall that the Federal Reserve, the SEC, the FDIC, the OCC, and the 
Commodities Futures Trading Commission released a proposed rule in October and 
have since received thousands of written comments, including comments from the 
Novogradac tax credit working groups. 

 Bloomberg reports that Paredes, speaking at a conference in Washington sponsored by 
the Council of Institutional Investors, said that regulators run the risk of creating many 
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other problems and other unintended consequences by proceeding with the currently 
proposed rule.  

 These remarks follow a call last month from Congressman Barney Frank for regulators 
to issue a simplified version of the Volcker rule. 

 In addition, a bipartisan group of six senators introduced legislation in March that 
provides for the implementation of the Volcker rule after the agencies have issued their 
final rules, rather than two years after the date Dodd-Frank was signed into law. 

 Novogradac & Company will continue to track the progress of the Volcker Rule, so stay 
tuned.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Follow Up: Year 11  

 First, a quick status update.  
 In our March 27 podcast, I told you about a discussion about property dispositions in 

Year 11 in Grace Robertson’s most recent LIHC Newsletter.  
 Novogradac & Company had identified a perceived discrepancy between the information 

presented in the newsletter and previously understood policy under Revenue Procedure 
91-38. 

 At the time of this recording we have had some discussions with the IRS about the topic, 
but we don’t have any firm resolution yet.  

 So, for now, stay tuned.  
 
More Questions Arise About the Dissolution of California’s RDAs 

 At the end of last month, the California Department of Finance released a frequently 
asked questions (or FAQ) document related to housing and the redevelopment agency 
dissolution.  

 The document addressed three questions: 
1. Is the low and moderate income housing set-aside required or an enforceable 

obligation under AB X1 26? 
2. Do the housing assets transferred to the sponsoring agency or local housing 

authority include funds or other monetary assets in the Low and Moderate 
Income Housing Fund?  

3. For purposes of AB X1 26, what is a housing asset that can transfer to the 
housing successor? 

 Unfortunately, the FAQ seems to have raised more questions than it answers. 
 I won’t go into detail on the Department of Finance’s responses to each question, but I 

will say that the department’s responses have established a very narrow view of what 
constitutes an “enforceable obligation” for RDAs and their successor agencies. 

 Basically, the Department of Finance has said that it will not consider any money 
committed after AB 26’s passage date of June 28, 2011 to be an enforceable obligation.  

 At this point, it is uncertain what the effect will be on affordable housing development, 
but most industry stakeholders view the position described in the FAQ as a major blow 
to affordable housing development in California.  

 One of the many questions the document raises for affordable housing stakeholders is 
that of the fate of the $500 million in tax increment financing obligations that the state 
collected in December 2011 for the Low & Moderate Income Housing Fund.  

o Will that money be freed up for other purposes?  
o Will it go to schools and counties?  
o Will it be used to balance the budget?  
o Right now, we don’t know.  
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 Clearly, and not surprisingly, the RDA dissolution is a complicated process and we are 
sure to have more questions than answers, at least for a while.  

 In the meantime, the affordable housing industry continues to hope that as we move 
through the process we can arrive at a solution that supports continued affordable 
housing development in the state.  

 If you’d like to take a look at the Department of Finance Frequently Asked Questions 
page, please visit the Affordable Housing Resource Center at w-w-w- dot -t-a-x-c-r-e-d-i-
t-h-o-u-s-i-n-g- dot -c-o-m and click on State Legislation. 

 And if you have questions about how all these questions might affect your affordable 
housing development in California, I encourage you to contact my partner Jim Kroger in 
our San Francisco office.  
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HISTORIC TAX CREDIT NEWS 
 
Pennsylvania Senate Approves Historic Tax Credit Legislation 

 Last week, Pennsylvania’s Senate approved legislation that would provide an incentive 
for property owners to renovate or rehabilitate historically significant commercial 
structures.  

 Senate Bill 1150 was introduced by Senator Lloyd Smucker.  
 The bill would create a historic tax credit program that would be available to any 

Pennsylvania municipality that has a registered historic district.  
 Projects would be evaluated based on economic viability and historic integrity. 
 Under Senate Bill 1150, $10 million in tax credit certificates could be granted in any 

fiscal year, however no more than $500,000 could be granted to a single applicant.  
 The tax credit could cover up to 25 percent of qualified expenditures to renovate historic 

structures.  
 The bill would make tax credits available on a first-come, first-served basis. 
 The historic tax credit program would be administered by the state Department of 

Community and Economic Development.  
 Applicants for the program would also be required to submit a qualified rehabilitation 

plan to be reviewed by the Pennsylvania Historical and Museum Commission. 
 Senate Bill 1150 has now been sent to the Pennsylvania House of Representatives for 

consideration. 
 
State Historic Tax Credits May Become Transferable in Illinois  

 Project sponsors may soon be able to sell or otherwise transfer their Illinois historic 
rehabilitation tax credits, under a trailer bill to the state’s Historic Rehabilitation Tax 
Credit Act. 

 S.B. 2886 is designed to bring more financial backing to historic rehabilitation projects 
through private investors, who may be willing to pay more for the credits. 

 The eight-month-old program provides state tax credits equal to 25 percent of 
rehabilitation costs for qualifying historic properties in River Edge Development Zones. 

 These zones include areas of Aurora, East St. Louis, Elgin, Rockford, and soon, Peoria. 
 S.B. 2886 provides that the tax credit recipient may assign the credit to more than one 

assignee, and the credits may be transferred more than once. 
 Assignors or assignees may include not-for-profits. 
 The legislation would also allow any unused tax credits claimed by the assignee to be 

carried forward for as many as 10 years or carried back for one year. 
 S.B. 2886 is undergoing review in the House after the Senate passed the measure last 

month. 
 A copy of the bill is available at www.historictaxcredits.com.  
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NEW MARKETS TAX CREDIT NEWS 
 
CDFI Fund Releases Public Comments on the New Markets Tax Credit Program 

 On Friday the CDFI Fund posted to its web site the comments submitted in response to 
its Request for Public Comment regarding the New Markets Tax Credit Program.  

 Potential new markets tax credit program applicants, community development trade 
groups and members of the general public were invited to provide written comments.  

 The New Markets Tax Credit Working Group’s comment letter was one of 19 responses 
submitted regarding a wide range of topics.   

 The CDFI Fund had requested input on  
o census tract eligibility and commitment to areas of higher distress,  
o treatment of certain businesses,  
o community accountability,  
o transaction costs,  
o evaluation of financial products and  
o use of other federally subsidized financing in conjunction with new markets tax 

credits.  
 A link to the comment letters can be found online at www.newmarketscredits.com or 

www.cdfifund.gov.  
 
QEI Update  

 Also last week, the CDFI Fund released the monthly update to its ongoing Qualified 
Equity Investment Issuance Report. 

 The report identifies the dollar amount of allocation authority that has been issued to 
investors; and the amount remaining to be issued to investors. 

 In March, approximately $74 million of QEIs were finalized. 
 This is about three quarters of the amount that was finalized in February. 
 The amount still available in new markets tax credit allocation authority is approximately 

$6.7 billion as of April 2, although much of that is likely already unofficially committed.  
 If you’re looking for help in finding an allocation or help in closing a transaction, I 

encourage you to contact one of my partners: Annette Stevenson in our Cleveland, Ohio 
office; Owen Gray in our San Francisco office; or other partners in the Novogradac office 
near you.  

 
Florida Increases New Markets Tax Credit Caps 

 In a nod to the new market tax credit’s success in creating jobs and spurring local 
economies, lawmakers in Florida enacted enhancements to the state’s program late last 
month. 

 Florida Gov. Rick Scott signed into law H.B. 7087, which raises the aggregate cap on 
the New Markets Development Program from $97.5 million to $163.8 million. 

 The bill also increases the annual cap on the credits from $20 million to $33.6 million. 
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 Another provision will allow CDEs to make cash interest payments under certain 
conditions on a long-term debt security that is a qualified investment. 

 The interest expense will be disregarded for purposes of calculating operating income.  
 H.B. 7087 includes a number of other provisions related to business tax cuts and sales 

tax exemptions. 
 All of these changes will go into effect on July 1. 
 You can find a copy of the bill and more information about state NMTC programs at 

www.newmarketscredits.com.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Analysis Suggests Section 1603 Created Thousands of Jobs 

 Construction- and installation-related expenditures spurred by the Section 1603 
renewable energy cash grant program are estimated to have supported an average of 
52,000–75,000 jobs per year over its operational period, according to analysis from the 
National Renewable Energy Laboratory (or NREL).  

 As listeners know, the primary goal of the Section 1603 program was to minimize the 
impact of the weakened tax equity market on renewable project development. 

 But, as part of the Recovery Act, the program also had “the near term goal of creating 
and retaining jobs” in the renewable energy sector.   

 In recent weeks and months several lawmakers, including House Speaker John Boehner 
and House Energy and Commerce Committee Chairman Fred Upton, have criticized the 
Section 1603 program and questioned whether it met this job-creation goal.  

 NREL’s analysis responds to a request from the Department of Energy Office of Energy 
Efficiency and Renewable Energy to estimate the direct and indirect jobs and economic 
impacts of projects supported by the program.  

 The analysis estimates the gross jobs, earnings, and economic output supported by the 
construction and operation of solar photovoltaic and large wind projects funded by the 
Section 1603 program. By large wind projects, NREL refers to those that are greater 
than 1 MW in size.  

 Through November 10, 2011, the Section 1603 renewable energy cash grant program 
has provided approximately $9 billion in funds to more than 23,000 PV and large wind 
projects.  

 Total investment in these projects, which includes capital investments from all private, 
regional, state and federal sources - including Section 1603 funds- is estimated to 
exceed $30 billion.  

 Here is what NREL found:  
o Again, construction- and installation-related expenditures are estimated to have 

supported an average of 52,000–75,000 direct and indirect jobs per year over the 
program’s operational period of 2009 to 2011.  

o These expenditures are also estimated to have supported $9 billion to $14 billion 
in total wages paid to workers during the construction period.  

o In addition, NREL estimates these expenditures supported between $26 billion 
and $44 billion in economic output during the same period.  

o NREL estimates that the program supported between 43,000–66,000 indirect 
jobs per year. Indirect jobs in this case refer to those in the manufacturing and 
associated supply--chain sectors.   

o About 9,400 per year were estimated to be supported in the in design, 
development, and construction/installation of the energy systems. 
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o The annual operation and maintenance of the systems are estimated to support 
between 5,100 and 5,500 direct and indirect jobs per year on an ongoing basis 
over the 20- to 30-year estimated life of the systems.  

 NREL notes that the results presented in its report cannot be attributed to the Section 
1603 grant program alone because some projects supported by a Section 1603 grant 
may have progressed without the award, while others may have progressed only as a 
direct result of the program.  

 Despite these findings, House Republicans will likely continue to question how many 
jobs have been created by the Section 1603 program.  

 To download a copy of NREL’s report, and related information, simply go to 
www.energytaxcredits.com.   

 
Learning and Networking Opportunities at Novogradac & Company’s Conference  

 Before I wrap up this week’s podcast, I wanted to remind listeners that Novogradac & 
Company’s Financing Renewable Energy Conference is less than a month away.  

 Tomorrow, Wednesday April 11, is your last chance to register and reserve your room at 
the early-bird rates.  

 This year the event will be held on May 3 and 4 in San Francisco.  
 We are proud to two featured keynote speakers:  

1. Senator Maria Cantwell, who is leading efforts in the Senate to make America 
more energy independent through renewable energy, and  

2. former California State Controller, Steve Westly of the Westly Group, who is a 
leading clean technology venture capitalist.  

 We will also host two networking receptions following our two days of panel discussions.  
 To register for the conference, simply go to www.novoco.com/events or call 415-356-

7970.  
 I look forward to seeing you here in San Francisco!  

 
 


