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Michael J. Novogradac, CPA, discusses a jobs proposal President Obama is 

expected to unveil in the coming weeks. He also discusses an OMB memo asking 

federal agencies to provide 5 and 10 percent cuts in their fiscal year 2013 budget 

requests; highlights and trends of HUD’s proposed FY 2012 fair market rents; the 

revised MAP Guide; record-setting demand for FHA-insured financing; and TCAC’s cost 

containment forums. Then, he examines a letter from the Governors Wind Energy 

Coalition that calls for a seven-year extension for the renewable energy production and 

investment tax credits and shares remarks in support of the PTC made by Congressman 

John Dingell. Next, he summarizes a new OCC fact sheet about the historic tax credit 

and describes the new programs that officials in Michigan describe as replacements for 

the state’s recently eliminated brownfield and historic tax credit programs. Finally, he 

discusses Senator Maria Cantwell’s comments in support of extending the new markets 

tax credit, and previews the NMTC Basics Webinar.   

 

Summaries of each topic:  

1. General News (2:55  – 8:36) Pages 2-3  

2. Low-Income Housing Tax Credits (8:37 – 20:03) Pages 4-7 

3. Renewable Energy Tax Credits (20:04 – 23:29) Pages 8-9  

4. Historic Tax Credits (23:30 – 26:13) Page 10 

5. New Markets Tax Credits (26:14 – 30:17) 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 NEWS 
 
President Promises Jobs Proposal  

 As listeners know, Congress is currently on its August recess and lawmakers are 
scheduled to reconvene after Labor Day.  

 During a three-day bus tour of rural towns in the Midwest, President Obama 
pledged to present a jobs plan when lawmakers return to Capitol Hill. 

 Some rumors have begun to circulate in the media about what that plan could 
include.  

 For example, the Los Angeles Times reported that the proposal could include 
tens of billions of dollars to renovate thousands of public schools as well as a tax 
break to encourage businesses to hire new workers. 

 The Times reported that backers of the school renovation plan and the tax credit 
for hiring new workers think the proposals could attract Republican support.  

 The specifics of the plans are still under deliberation, but the Times suggested 
that the tax credit for new hires would be based on a business' change in 
employment from the beginning of the year to the end.  

 For example, a business that expanded its payroll from 100 to 102 workers could 
get a tax credit for the two new employees. 

 The Times also reported that as aides work to put together the jobs proposal, 
they are also drafting a companion plan to reduce federal budget deficits that 
Obama would share with the 12-member congressional Super Committee.  

 It’s expected that the president’s deficit reduction plan would rely on some of the 
ideas he worked out in private negotiations with House Speaker John Boehner 
this summer. 

 The two-phase plan would probably require Obama to argue for spending more 
money in the short term while reducing the federal deficit over a longer period. 

 It is unclear what chances such a plan would have in the face of Republican 
opposition to almost any new government spending. 

 
Administration Asks Federal Agencies to Identify Possible Cuts   

 On August 17, Jack Lew, director of the Office of Management and Budget or 
OMB, sent a memo to the heads of all federal agencies.  

 In the memo, OMB asked the agencies to provide fiscal year 2013 budget 
requests based on two scenarios:  

1. a 5 percent cut from the 2011 enacted discretionary level and 
2. a 10 percent cut from the 2011 enacted discretionary level. 

 The memo also mandated that the 5 and 10 percent reductions should not be 
achieved through across-the-board spending cuts or through reductions in 
mandatory spending.   

 In a blog posting on August 18, Lew clarified that this request does not mean that 
the administration will institute either a 5 percent or 10 percent cut in an 
individual agency’s budget or in all agency budgets.  

 He also noted again that the administration does not believe in making across-
the-board cuts.  

 As such, he warned that  
o some agency budgets will decrease (and some more than others),  
o some agency budgets will stay flat,  
o and some agency budgets may increase (again, some more than others).  
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 He also noted that the same principle goes for programs within agencies. 
 In an unexpected turn, Lew also asked agency heads to keep an eye out for 

opportunities where the administration can "double down" on investments that 
spur economic growth and job creation.  

 He acknowledged that finding the savings to support these investments will be 
difficult, but said that it is possible if agencies cut or eliminate low-priority and 
ineffective programs while consolidating duplicative ones.  

 To put this all in perspective, let’s review what’s up next for the federal budget.  
 The debt ceiling increase agreement, which was officially called the Budget 

Control Act of 2011, set the fiscal year 2012 discretionary spending cap at 
$1.043 trillion.  

o That is $7 billion less than the fiscal year 2011 level. 
 The agreement also set the fiscal year 2013 discretionary spending cap at 

$1.047 trillion.  
o This is $3 billion less than the fiscal year 2011 level.  

 At the time of this recording,  
o the House had passed six fiscal year 2012 appropriations bills,  
o the Senate had passed one spending bill 
o and Congress has not completed work on any appropriations bills for 

fiscal year 2012. 
 When Congress returns from its August recess, it will have less than one month 

to complete fiscal year 2012 appropriations work before the new fiscal year 
begins October 1.   

 The National Council of State Housing Agencies and numerous other 
organizations predicted last week that this short time-frame makes it likely that 
Congress will need to pass a continuing resolution.  

 Such a resolution would continue funding for all federally funded agencies 
without an enacted fiscal year 2012 spending bill, and would allow lawmakers to 
continue working to complete individual appropriations bills or a longer-term 
omnibus appropriations bill funding multiple agencies.  

 Novogradac & Company will track the situation closely and I will report on 
developments in future podcasts.  

 To learn of breaking updates between each week’s podcast, I invite you to follow 
me on Twitter.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
A Closer Look at the Proposed 2012 FMRs 

 In last week’s podcast, I announced that the U.S. Department of Housing and 
Urban Development had released its proposed fair market rents, or FMRs, for 
fiscal year 2012.  

 HUD uses the FMRs to determine payment standard amounts for several 
programs including the Housing Choice Voucher program. 

 FMRs are also used to calculate rent limits for low-income housing tax credit 
units. 

 As promised, Novogradac & Company has examined the data and here are a 
few of the things we’ve found.  

Trends and Highlights  
 HUD has proposed decreased fiscal year 2012 FMRs for the majority of the 

country.  
o Proposed FMRs for approximately 70 percent of counties would be lower 

than for fiscal year 2011; 
o FMRs in approximately 30 percent of counties would increase under the 

proposal over 2011 levels; and  
o Approximately 1 percent of counties would have no change in FMRs. 

 The five areas with the largest proposed decreases in FMRs are all located in 
Alaska.  

 They are: 
o Wrangell City and Borough;  
o Yukon-Koyukuk Census Area;  
o Wade Hampton Census Area; 
o Lake and Peninsula Borough; and  
o Aleutians East Borough. 

 Proposed FMR decreases in these areas ranged from 34 to 48 percent and 
would result in rents that are between $394 and $559 lower than those in fiscal 
year 2011.  

 Outside of Alaska, the largest decreases were: 
o St. James Parish, La. with a proposed 34 percent decrease in FMR;  
o Hinsdale County, Colo. with a proposed 29 percent decrease; and  
o Modoc County, Calif., with a proposed 29 percent decrease.  

 Conversely, looking at areas with the largest rent increases, three of the five 
counties with the largest proposed increases in FMRs are in Texas:  

o The proposed 2012 FMR for Concho County represents a 64 percent 
increase for two-bedroom units;  

o Bailey County’s FMR would increase by 47 percent; and  
o The proposed FMR for Brewster County represents a 37 percent 

increase.  
 HUD also proposed a 35 percent increase for Keith County, Neb. and a 33 

percent increase for Wayne County, Utah in 2012.   
What this Means for LIHTC Properties 

 The 2012 FMRs will likely affect tax credit and tax-exempt bond income and rent 
limits at properties in Metro High Cost Housing areas because those are areas 
where HUD used 2011 FMRs to calculate credit and bond income limits.  

 There are 19 Metro High Cost Housing areas 
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o HUD has proposed increasing fiscal year 2012 FMRs in six of the Metro 
High Cost Housing areas. 

o Those six counties are San Francisco, Orange and Riverside counties in 
California; Honolulu County in Hawaii; Hudson County in New Jersey and 
New York County in New York. 

o If the proposed FMRs are adopted, properties in those areas would likely 
see similar increases in their LIHTC and bond income and rent limits. 

o The remaining 13 Metro High Cost Housing counties are spread 
throughout Arizona, California, Florida and Puerto Rico.  

o HUD has proposed decreases for the 2012 FMRs in those 13 areas.  
o If the proposed FMRs are adopted, income limits in these areas will not 

see an increase from HUD using its FMR calculation.  
o However, income limits at properties in these areas could increase if the 

area median incomes increase.  
 If the areas’ median incomes decrease, however, the new lower 

income limits would only apply to new developments in those 
areas because HUD has a hold harmless policy that prevents 
income limits from decreasing at existing properties.  

Comments and More Information 
 HUD is accepting comments on the proposed FMRs until September 19.  
 HUD has also invited the public to comments on its proposal to establish an 

annual publishing date for the FMRs.  
 More information about proposed 2012 FMRs can be found at 

www.taxcredithousing.com by clicking on the Fair Market Rents button in the 
Facts & Figures menu.  

 The final FY 2012 FMRs will be posted to the Affordable Housing Resource 
Center when they become available.  

 In the meantime, please contact my partner Jim Kroger in our San Francisco 
office with questions about the proposed FMRs and what they could mean for 
your LIHTC properties.   

 
HUD Releases New MAP Guide 

 Last week, the U.S. Department of Housing and Urban Development issued an 
updated version of its Multifamily Accelerated Processing Guide, or MAP Guide.  

 HUD says the revision is intended to cut the time required to approve loan 
applications and to assure consistent application of program requirements and 
credit standards.  

 FHA says its new MAP Guide delegates more underwriting responsibility to 
approved MAP lenders.  

 The new guide includes all relevant guidance published by FHA since the MAP 
Guide was last updated in 2002.  

 Of particular note, the revised guide is also now fully coordinated with the 
finalized versions of the new loan closing documents that HUD released earlier 
this year.  

 Of interest to the low-income housing tax credit community are the revised MAP 
guidelines regarding market study analysis requirements.  

 The National Council of Affordable Housing Market Analysts, of which 
Novogradac & Company is a member, provided extensive guidance for those 
requirements.  
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 The stated purpose of the new market study requirements is to assure there is 
adequate and sustainable market demand for additional affordable units.  

 The updated MAP Guidebook also includes specific requirements for projects 
that will utilize public financing such as low-income housing tax credits.  

 In fact, the guide has a whole new chapter dedicated to the low-income housing 
tax credit program.  

 FHA says the MAP guide was also updated in response to a significant increase 
in demand for FHA insured multifamily development loans for the current fiscal 
year.  

 In order to meet this new demand, FHA says the new guide will help expedite 
and better manage the processing of new loan applications. 

 If you have questions about the updated MAP guide, you can contact my 
partners Blair Kincer or Brad Weinberg in our Washington, D.C. metro office.  

 
FHA Multifamily Loan Volume Sets New Record  

 Last week HUD announced that demand has reached a historic high for Federal 
Housing Administration -insured financing to build, rehabilitate or refinance 
multifamily apartment properties.  

 On August 22 FHA reported that it had endorsed $10.5 billion in multifamily rental 
housing loans since last October. 

 So far this fiscal year, FHA has endorsed nearly 1,100 multifamily loans.  
 This is more than seven times the number of loans the agency endorsed just 

three years ago.  
 In a statement about the increased demand, Carol Galante, FHA’s acting 

commissioner said that FHA has never been more relevant in making sure the 
multifamily apartment marketplace continues to function.  

 
Update on TCAC Cost Containment Forums 

 As listeners may recall, in July the California Tax Credit Allocation Committee 
hosted three forums about the costs associated with building affordable housing.  

 At those forums, attendees commented on a range of issues such as land costs, 
local requirements and scoring policies. 

 TCAC circulated a summary of attendees’ comments on August 23.  
 Here’s a sampling of what they had to say.  

o Regarding application scores, attendees disagreed on whether the need 
to purchase land near amenities is increasing costs.  

o They also disagreed on whether TCAC’s scoring of 9 percent properties 
increased production costs.  

o Some speakers noted that last year’s tie-breaker scoring change 
encourages lower costs.  

o Regarding the effect of local requirements on costs, attendees asserted 
that that prevailing wage, parking and density requirements increased 
building costs and  

o Attendees said that other factors affecting costs are: 
 The increased due diligence and reserve requirements from 

investors; 
 Environmental issues with the land and surrounding area;  
 The construction staging required for infill properties; 
 Neighborhood resistance; 
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 Long development timelines; 
 And the many different funding sources needed for development. 

 The forums also addressed concerns about per unit cost limits.  
o While some speakers felt that costs should be capped, others worried 

that caps would result in cheaply built properties that were financially 
unstable. 

o In general, attendees agreed that costs should be reviewed by region 
rather than for the entire state because of the differences between areas.  

 TCAC said in its memo that the committee will continue gathering and analyzing 
information on the costs associated with developing affordable housing to 
determine if it needs to make changes to the LIHTC program.  

 The agency will hold a public hearing on September 14 to solicit comments 
regarding the cost of developing affordable rental housing in California.  

 TCAC announced yesterday that it has invited specific speakers to provide 
remarks and has also designated time for brief remarks by the general public in 
attendance. 

 The names of invited speakers were not available at the time of this recording, 
but a copy of the agenda for the September 14 meeting can be found online at 
www.treasurer.ca.gov/tcac.  

 You can log on to the Affordable Housing Resource Center at 
www.taxcredithousing.com to see TCAC’s August 23 memo and read the 
attendees’ comments in their entirety. 

 If you have questions about these hearings and per unit cost limits as well as 
general contributors to the cost of affordable housing, I invite you to contact my 
partner Jim Kroger in our San Francisco office.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Governors’ Group Urges Renewable Energy Tax Credit Extensions  

 A bipartisan coalition of 24 governors has asked the Obama Administration to 
take a series of steps to provide a more favorable business climate for the 
development of wind energy.  

 Of most interest to listeners, the group urged the administration to start with a 
seven-year extension of the renewable energy production tax credit and 
investment tax credit.  

 A letter sent last month to the White House has since been made public by the 
Governors Wind Energy Coalition.  

 The letter was signed by coalition chair Gov. Lincoln Chafee and vice chair Gov. 
Terry Branstad.  

 The letter explains that although tax credits for wind energy have long enjoyed 
bipartisan support, they are scheduled to expire next year.  

 The group warns that wind-related manufacturing will slow if the credits are not 
extended, and some of the tax credits' benefit will be lost if Congress pursues a 
last-minute extension.  

 The letter says, quote,  
o “It is important to have consistency in policy to support the continued 

development of wind manufacturing in the United States. Extending the 
production tax credit and the investment tax credit, without a gap, is 
critical to the health of wind manufacturing in our nation. The wind 
manufacturing industry in the U.S. would benefit even greater if the 
extension of these credits would be for at least seven years." 

 The Governors Wind Energy Coalition also called on the administration to:  
o establish a combined intergovernmental state-federal task force on wind 

energy development,  
o restore collaboration on wind deployment and expand technology 

development,  
o improve siting collaboration,  
o expedite offshore wind deployment,  
o identify transmission priorities for power marketing administrations and  
o release completed U.S. Department of Energy analytical information.  

 A copy of the letter can be found online at www.energytaxcredits.com.  
 
Rep. Dingell Supports PTC  

 On August 18, Congressman John Dingell paid a visit to the Canton, Mich.-based 
Danotek Motion Technologies.  

 Danotek is a startup company that products for the wind, microgrid and 
transportation sectors. 

 During his visit, Congressman Dingell announced his support for extending the 
renewable energy production tax credit, which is set to expire on December 31, 
2012. 

 Xconomy Detroit reports that Peter Gibson, vice president of sales and marketing 
for Danotek, says that the expiration of the credit could have a disastrous effect 
on Michigan’s growing wind-energy industry, which has given out-of-work auto 
suppliers new life by allowing them to transfer the manufacturing skills and 
infrastructure once used by the car industry to the renewable energy sector. 



Novogradac Report on Tax Credits 
Summary: August 30, 2011 

 

9 
www.novoco.com/podcast 

©Novogradac & Company LLP 2011 

 In an interview with Xconomy Detroit Congressman Dingell said, quote, “I’m not a 
prophet, I’m a legislator. I don’t really know what will happen, and budgets are 
obviously a major concern. But I look forward to supporting the legislation 
because I know what [the PTC] has done for Michigan.”  
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HISTORIC TAX CREDIT NEWS 
 
OCC Posts Fact Sheet about Historic Tax Credits  

 Earlier this month, the Office of the Comptroller of the Currency, or OCC, posted 
a fact sheet on its web site about the historic tax credit program.  

 The fact sheet describes the historic tax credit program’s history, what it was 
designed to do, and how the tax credit works.  

 The document also specifies the two sources of legal authority that permit banks 
to provide financing to historic projects in return for the tax credits.  

 The OCC describes how the tax credits are calculated and how historic tax 
credits can benefit a bank, including receiving favorable Community 
Reinvestment Act consideration.   

 Finally, the sheet provides a description of the risks to bank funders of investing 
in historic tax credit properties, and provides a list of resources where banks can 
find more information. 

 A copy of the OCC fact sheet on historic tax credits can be found online at 
www.historictaxcredits.com.  

 Questions about the historic tax credit program can be directed to my partner 
Tom Boccia in our Cleveland office, or my partner Charlie Rhuda in our Boston 
office.  

 
Michigan Approves New Incentive Programs  

 At the state level, I have an update from Michigan.  
 As listeners may recall, lawmakers in Michigan voted earlier this year to eliminate 

the state’s historic tax credit, among a host of other state tax credits. 
 Last week the Michigan Strategic Fund and the Michigan Economic Development 

Corporation approved two new programs that they say “replace the state’s 
previous brownfield and historic tax credit programs.”  

 The Michigan Business Development and Michigan Community Revitalization 
programs will provide new incentives beginning on October 1st. 

 The Michigan Business Development Program will provide grants, loans or other 
economic assistance to businesses that are creating qualified new jobs and 
making new investments in Michigan.  

 The Michigan Community Revitalization Program will provide grants, loans, or 
other economic assistance to wide range of projects, including but not limited to 
those that reuse vacant or historic buildings.  

 Both programs have a $10 million cap per project.  
 Additional information about these new programs can be found at 

www.michiganadvantage.org.  
 For additional information you can also contact Tyler Gibbs with Novogradac & 

Company in our Michigan office.  
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NEW MARKETS TAX CREDIT NEWS 
 
Sen. Cantwell Calls for NMTC Extension  

 Sen. Maria Cantwell last week spoke in support of extending the new markets tax 
credit.  

 As listeners know, the New Markets Tax Credit is scheduled to expire at the end 
of this year.  

 Senator Cantwell is a co-sponsor of legislation introduced earlier this year to 
extend the new markets tax credit for five years and provide $5 billion in annual 
allocation authority.  

 Speaking at the construction site for Farwest Steel in Clark County, Washington, 
Senator Cantwell acknowledged that an extension could be a tough sell in 
Congress because of the ongoing deficit debate and recent calls for lawmakers 
to trim tax incentives.  

 That said, Portland news station KGW reports that Senator Cantwell estimates 
the chances of extending the tax credit are about 50/50. 

 KGW reports that Cantwell said, quote, "When we're looking at the deficit, 
prioritize things are really going to create GDP growth that's really going to create 
job construction and put them high on the list.” Close quote. 

 Local paper The Columbian quotes Senator Cantwell as saying the new markets 
tax credit should quote “move to the top of the list of ideas to get economic 
growth,” close quote.  

 Farwest Steel is the first beneficiary of the New Markets Tax Credit program in 
Clark County.  

 The company, based in Eugene, Ore., is using new markets tax credit financing 
to build and equip a steel fabrication plant that is scheduled to open next year.  

 Farwest says the plant will bring 228 jobs to Vancouver, including 128 new jobs 
and 100 relocated from other sites. 

 Farwest’s CEO Pat Eagen said the new markets tax credits allowed the company 
to build a larger project than originally planned and to purchase key equipment 
that will help the company grow and increase employment.  

 You can read more about the Farwest Steel project in an upcoming issue of the 
Novogradac Journal of Tax Credits.  

 You can track the progress of the NMTC extension legislation online at 
www.newmarketscredits.com.  

 
Webinar Preview  

 Before we wrap up this week’s podcast, I would like to remind listeners that there 
is still time to register for tomorrow’s webinar, “NMTC 101: The Basics.”  

 Novogradac & Company has condensed the six-hour NMTC Basics workshop 
that we offer at our national new markets tax credit conferences into a two-hour 
webinar.  

 Our goal is to give tax credit practitioners an introduction to the new markets tax 
credit program, as well as a sample of the experience that we provide in person 
at the live NMTC Basics workshops.  

 The webinar will address:  
o the basic overview of an NMTC structure 
o the CDFI Fund and how it operates  
o community development entities  
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o qualified equity investments  
o qualified active low-income community businesses  
o qualified low-income community investments  
o the tax credit pool, application process and award process 
o avoiding tax credit recapture  
o and much more.  

 There’s still time to participate in tomorrow’s webinar.  
 To register, please visit www.novoco.com/events or call 415-356-7970.  

 
 


