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Michael J. Novogradac, CPA, alerts listeners to a Senate Finance Committee hearing on the 

fiscal crisis and a discussion of the U.S. Department of Housing and Urban Development’s 2013 

budget. In new markets tax credit news, he discusses a comment request from CDFI Fund 

about its Allocation Tracking System and Maine’s state NMTC program. In low-income housing 

tax credit news, he discusses the Federal Housing Finance Agency’s new LIHTC-related 

financing goals, the latest State of the Nation’s Housing report and a HUD proposal to cap 

public housing authorities’ executives’ salaries. The historic tax credit discussion summarizes a 

new bill introduced to enhance the credit and the upcoming CAPP Act lobby days. He wraps up 

with renewable energy and Senator Mark Udall’s plan to open each Senate session with a 

discussion of the production tax credit, as well as an update on a recent Senate hearing on tax 

reform and energy policy. 

 

 

Summaries of each topic:  
1. General News (2:00 – 3:18) Page 2 

2. New Markets Tax Credits (3:19 – 8:10)  Page 3-4 

3. Low-Income Housing Tax Credits (8:11 – 15:37) Pages 5-7 

4. Historic Tax Credits (15:38 – 18:44) Page 8 

5. Renewable Energy Tax Credits (18:45 – 22:40) Pages 9-10 

 

 

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 
 

Committee Hearing Focuses on the Fiscal Cliff 
• The Senate Finance Committee is holding a hearing today, June 19, called “Confronting 

The Looming Fiscal Crisis”  
• Two witnesses are scheduled to appear:  

o Pete Domenici, Senior Fellow and Co-Chair of the Debt Reduction Task Force 
with the Bipartisan Policy Center, and  

o Alice Rivlin, Co-Chair of the Debt Reduction Task Force with the Bipartisan 
Policy Center, and Senior Fellow in the Economic Studies Program at the 
Brookings Institution.  

• Tax Reform plays a key role in the Domenici-Rivlin debt reduction plan. 
• This is one of the hearings that Senator Max Baucus foreshadowed last week in his 

remarks about tax reform.  
• I will report on the highlights of that hearing in next week’s podcast.  

 
HUD 2013 Funding Bill 

• Also today the House Appropriations Committee is scheduled to mark up the 2013 
Housing and Urban Development Funding bill.  
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NEW MARKETS TAX CREDIT NEWS 
CDFI Fund Seeks Public Comment on New Markets Tax Credit Allocation Tracking 
System 

• Last week the Community Development Financial Institutions Fund invited comments 
concerning the New Markets Tax Credit Allocation Tracking System.  

• The CDFI Fund requires each allocatee that has received an award from the NMTC 
Program to report on its receipt of Qualified Equity Investments through an electronic 
data collection and submission system known as the Allocation Tracking System (ATS). 

• The CDFI Fund has developed the ATS to, among other things:  
1. enhance the allocatee’s ability to report to the CDFI Fund timely information 

regarding the issuance of its Qualified Equity Investments;  
2. enhance the CDFI Fund’s ability to monitor the issuance of Qualified Equity 

Investments to ensure that no allocatee exceeds its allocation authority and to 
ensure that Qualified Equity Investments are issued within the timeframes 
required by the allocation agreement and Internal Revenue Code §45D; and  

3. provide the CDFI Fund with basic investor data which may be aggregated and 
analyzed in connection with NMTC Program evaluation efforts.  

• In conjunction with inviting comments, the CDFI Fund published a summary of the 
system’s key functionalities and a list of the data points that allocatees will be required to 
submit through the ATS.  

• New data points and functionality are indicated in that document by bold font.  
• The CDFI Fund says that enhancements to ATS have been developed to address 

Government Accountability Office recommendations highlighted in their January 2007 
and January 2010 evaluations of the NMTC Program, as well as comments gathered 
from a previous notice and request for comments published in the Federal Register on 
March 1, 2010. 

• In this notice, comments are invited on: 
o whether the collection of information is necessary for the proper performance of 

the functions of the agency, including whether the information will have practical 
utility;  

o the accuracy of the agency’s estimate of the burden of the collection of 
information;  

o ways to enhance the quality, utility, and clarity of the information to be collected;  
o ways to minimize the burden of the collection of information on respondents, 

including through the use of technology; and  
o estimates of capital or start-up costs and costs of operation, maintenance, and 

purchase of services required to provide information. 
• Comments will be accepted until August 13.  
• The New Markets Tax Credit Working Group is preparing comments for submission.  
• Questions about the NMTC Working Group can be directed to Brad Elphick, CPA, at 

(678) 867-2333.   
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Maine New Markets Tax Credit Gets a Boost 

• Last month legislators in Maine modified the state’s New Markets Capital Investment 
program  

• Under an amendment to a budget balancing bill, L.D. 1746, the per project investment 
cap was increased for certain business types from $10 million to $40 million. 

• Under the amendment, only manufacturing or value-added production enterprises that 
expect to create or retain more than 200 jobs are eligible for this higher investment cap.  

• The amendment’s sponsors, Senators Kevin Raye and Doug Thomas, proposed the 
change with a specific project in mind:  a torrefied wood facility planned for the site of a 
defunct paper mill in the town of Millinocket. 

• The senators said the project, which would be the first of its kind in New England, 
needed a larger incentive package than the $10 million cap allowed. 

• A copy of the budget bill is available at www.newmarketscredits.com. 
• If you have questions about the Maine NMTC program, please contact my partner Tony 

Grappone in our Boston, Mass. office. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
FHFA Proposes Changes to LIHTC Lending Goals for GSEs 

• The Federal Housing Finance Agency on June 11 released for comment proposed 
changes to its existing housing goals and its housing goals for 2012, 2013 and 2014.  

• The Federal Register notice included proposed changes to Freddie Mac and Fannie 
Mae’s lending targets related to low-income housing tax credit financed units.  

• The agency said that the LIHTC market has recovered and is substantially healthier than 
it was in 2009.  

o The Office of Management and Budget forecasts that LIHTC equity will average 
about $7.8 billion annually between 2013 and 2017.  

o This amount is significantly higher than the $4.5 billion in equity raised in 2009. 
• FHFA says the strong LIHTC market will provide opportunities for Fannie Mae and 

Freddie Mac to finance LIHTC properties, which have a proven history demand in strong 
rental markets. 

• Therefore, the agency is suggesting that the GSEs increase the number of goals-eligible 
units. 

• You can find the June 11 Federal Register notice on the GSE Hot Topics page at 
www.novoco.com. 

 
State of the Nation’s Housing  

• Housing markets are showing signs of reviving, according to the State of the Nation’s 
Housing report released last week by the Joint Center for Housing Studies of Harvard 
University.  

• The annual report found that rental markets are on the mend thanks to sharp drops in 
construction and an increase of over 4.4 million renters since 2005.  

• The center reports rental vacancy rates are falling, rents are increasing, and multifamily 
construction is up solidly.  

• The State of the Nation’s Housing, released annually by the Joint Center for Housing 
Studies, provides a periodic assessment of the nation’s housing outlook and 
summarizes important trends in the economics and demographics of housing.  

• The study discusses the low-income housing tax credit and its role in the housing 
market, so I encourage you to check out the findings.  

• The report can be found online at www.jchs.harvard.edu.  
 
PHA Salary Caps 

• The U.S. Department of Housing and Urban Development announced on June 5 that it is 
proposing caps on public housing authority executives’ annual compensation. 

• HUD proposed the caps in response to concerns about the compensation provided to 
top officials at some of the nation’s approximately 4,000 public housing authorities. 
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• To address the concerns, HUD in August requested data on the 2010 compensation of 
each housing authority’s five highest paid employees.  

• HUD modeled its information collection on the way that the Internal Revenue Service 
collects similar information from not-for-profits. 

• HUD determined that:  
o 97 percent of housing authority executives earn less than $155,500 in total cash 

compensation annually, and  
o 93 percent earn less than $125,000 annually.  

• Additionally, HUD found that the average compensation for a housing authority director 
was $82,299. 

• HUD said while the housing authority executives are state employees, they are 
responsible for a significant amount of federal money and should be held to federal 
standards of fiscal responsibility. 

• HUD is therefore proposing to align compensation with the federal government pay 
system.   

• HUD has proposed three annual caps on total cash compensation: 
o One for housing authorities with up to 250 units; 
o A second for housing authorities with 250 to 1,249 units; and, 
o And a third for housing authorities with 1,250 or more units. 

• Two things should be noted about these caps:  
o One, they only apply to the portion of executives’ compensation that comes via 

federal funding, and   
o Two, they are limits on all cash compensation. This includes bonuses that 

executives may receive. 
• HUD added that it would like to work with Congress to implement the compensation 

caps, but said that if Congress fails to act, HUD will take executive action to implement 
the caps for fiscal year 2013.  

• So what are the proposed cap ranges? 
o For housing authorities with up to 250 units it would be between 74,000 and 

88,000 annually. 
o For housing authorities with 250 to 1,249 units the range would be $106,000 to 

$125,000 annually. 
o For housing authorities with 1.250 or more units, the range would be $147,000 to 

$155,000 annually. 
• Industry groups have expressed concern about the proposed compensation caps.  
• The Council of Large Public Housing Authorities, the National Association of Housing 

and Redevelopment Officials and the Public Housing Authorities Directors Association 
on June 6 outlined their concerns about the caps.  

• The groups questioned the fairness and practicality of the caps as well as if they would 
save taxpayers money.  
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• They said that the caps are excessive and unnecessary considering that HUD’s own 
data shows that 97 percent of housing authority executives are not receiving excessive 
compensation. 

• Additionally, the caps infringe upon the autonomy and authority of local boards, whose 
hiring process could be hindered by the caps.   

• They also expressed concerns about the use of number of units as the only factor in 
determining compensation. They say that this ignores the housing choice vouchers 
managed by the housing authorities and other non-HUD programs that the authority may 
manage.  

• You can find a copy of the industry group’s release as well as a copy of HUD’s proposed 
caps and the information that it collected from housing authorities last year at 
www.hudresourcecenter.com.  

 
Novogradac YouTube Video 

• Novogradac and Company has posted a YouTube video on our YouTube Channel with 
low-income housing tax credit related clips from the recent House Ways and Means 
Subcommittee hearing on tax extenders. 

• Go to Google and search “Novogradac” “YouTube” “low-income housing tax credits.” 
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HISTORIC TAX CREDITS 
 

Preserving America’s Downtowns and Heritage Act of 2012  
• Congressman David McKinley last week introduced H.R. 5930, the Preserving America’s 

Downtowns and Heritage Act of 2012.  
• The bill would increase the historic rehabilitation tax credit for historic commercial 

structures from 20 to 25 percent,  
• It would also increase the tax credit for non-historic commercial structures from10 to 

12.5 percent 
• In addition, H.R. 5930 proposes a 20 percent credit for the rehabilitation of historic 

principal residences.  
• The bill currently has three cosponsors and has been referred to the House Ways and 

Means Committee. 
 
Historic Tax Credit Lobby Days 

• The National Trust for Historic Preservation, through its Prosperity through Preservation 
campaign, is organizing visits to Capitol Hill in support of the historic preservation tax 
credit. 

• The two-day event on July 10 and 11 is intended to build Congressional support for the 
Creating American Prosperity through Preservation, or CAPP, Act.  

• The CAPP Act protects and enhances the historic tax credit.  
• House and Senate versions of the bill were introduced earlier this session and would do 

the following: 
o Boost the 20 percent credit to 30 percent for transactions smaller than $5 million; 
o Grant a 2 percent credit boost for achieving energy savings that are at least 30 

percent greater than established industry standards; 
o Eliminate federal taxation on the proceeds of a state HTC transaction for state 

credit certificate sales and credits allocated through partnerships; 
o Index the eligibility date for the 10 percent non-historic rehabilitation tax credit; 

and, 
o Allow not-for-profit organizations to use the credit.  

• The organization has scheduled hill visits for July 10 and 11 as well as an evening 
reception and senate luncheon briefing.  

• The National Trust will provide assistance with scheduling hill visits, provide talking 
points and briefing materials that can be left with senators and representatives.  

• Those interested in attending should contact the campaign by Friday, June 22 to RSVP.  
• Information about the lobby days and the Prosperity through Preservation Campaign can 

be found on the National Trust’s web site at preservationnation.org.  
• If you’d like to review the CAPP Act, please visit the Historic Tax Credit Resource Center 

at www.historictaxcredits.com.    
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RENEWABLE ENERGY TAX CREDIT NEWS 
 

Sen. Udall to Address the Senate Every Morning Until PTC Extension Passes 
• On Tuesday June 12, Senator Mark Udall announced that he will head to the Senate 

floor and open each morning's session with a speech urging his colleagues to extend the 
wind energy Production Tax Credit.  

• He says that lawmakers should extend tax credit because is widely supported, will 
create jobs and has already helped our economy grow.  

• In a speech on the Senate floor each morning, Udall plans to discuss the need for the 
Production Tax Credit, how the credit affects each state, and the implications of failing to 
extend the tax credit. 

• He said, quote “It is unacceptable for Congress not to pass this common-sense and 
badly needed piece of legislation. I plan to remind my colleagues of that every morning 
until the Production Tax Credit passes." 

  
Senate Hearing on Tax Reform and Energy Policy 

• The Senate Finance Committee held a hearing on June 12 to discuss the role of energy 
policy in tax reform. 

• Four experts prepared testimony, including a former senator, the president of an 
environmental research institution, a Harvard University professor, and the CEO of a 
petroleum production company. 

• In his opening remarks, Sen. Max Baucus, the committee chairman, said that tax reform 
can be an opportunity to advance the energy sector and help diversify the country’s 
energy portfolio. 

• He also said that the current tax code, as it relates to energy, is inefficient and in some 
cases there are multiple incentives for the same technology. 

• Baucus added that any provisions that don’t create jobs or improve the nation’s energy 
policy should be repealed. 

• The witnesses generally supported a tax reform policy that lowers the corporate tax rate 
and does not favor one energy sector over another. 

• The exception to that was Harold Hamm, CEO of Continental Resources Inc., who 
argued that eliminating tax breaks for independent oil and gas producers would result in 
thousands of job losses and higher consumer energy costs. 

• Don Nickles, a former senator and now a lobbyist for energy companies, said that the 
tax code should not subsidize or penalize energy companies. 

• Dale Jorgenson, a Harvard University economics professor, suggested instituting a tax 
on emissions that would be equal to the health and environmental damages they cause. 

• Philip Sharp, president of Resources for the Future, spoke of a similar measure, calling it 
a carbon tax. 

o Any revenues from such a tax should be dedicated to cutting other taxes that 
impede economic growth, he said. 
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o Although many economists view the carbon tax as the most cost-effective way 
for the country to address greenhouse gas emissions, Sharp said he recognizes 
that more research is needed before this type of tax can be implemented. 

• A video recording and witness testimony documents can be downloaded from the 
Senate Finance Committee’s web site at www.finance.senate.gov.  
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