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Michael J. Novogradac, CPA, discusses the negotiations surrounding the fiscal cliff, prospects 

for a Superstorm Sandy federal recovery bill, a recent hearing and guidance on proposed 

regulatory capital rulemakings under Basel III and the FHA’s annual financial status report in 

general tax credit news. The historic tax credit news segment features an announcement of 

historic preservation training opportunities through the Advisory Council on Historic Preservation 

and news from Alabama on the possible creation of a state-level historic tax credit program. 

Low-income housing tax credit news includes a discussion of the Federal Housing Finance 

Agency’s multifamily affordable housing goals for Fannie Mae and Freddie Mac, as well as the 

New York Department of Homes and Community Renewal’s decision to extend its funding 

application deadline after Hurricane Sandy. In renewable energy tax credit news, he discusses 

the Governors’ Wind Energy Coalition’s efforts to extend the wind PTC and provides state 

renewable energy program updates from Hawaii and Pennsylvania. Mr. Novogradac wraps up 

the podcast with new markets tax credit news about a sign-on letter urging Congress to extend 

the NMTC and informs listeners of the CDFI Fund’s attempt to evaluate Hurricane Sandy’s 

effects on CDFIs and CDEs. 

 

Summaries of each topic:  
1. General News (2:14 – 14:14) Pages 2-5 

2. Historic Tax Credits (14:15 – 16:21) Page 6 

3. Low-Income Housing Tax Credits (16:22 – 21:00) Page 7 

4. Renewable Energy Tax Credits (21:01 – 23:51) Pages 8-9 

5. New Markets Tax Credits (23:52 – 25:43) 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 adviser.  

 

© 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 email to cpas@novoco.com.  
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GENERAL NEWS 
 
Fiscal Cliff Discussion Update 

• I’ll start today with an update on the status of discussions on the fiscal cliff.  
• To that end, I note that Congress is not in session this week.  
• Lawmakers left the Capitol for Thanksgiving break and are scheduled to return on Nov. 

27 to continue the lame duck session of Congress. 
• That said, chief negotiators for the parties involved continue to meet.   
• In case you are wondering how long the lame duck can technically last, the lame duck 

session of the 112th Congress could last until January 3, 2013.  At which time, the new 
113th Congress is sworn in. 

• Regarding the fiscal cliff: House Speaker John Boehner, Majority Leader Harry Reid and 
President Obama have each expressed interest in compromising on a fiscal cliff deal, 
but it remains to be seen if the gap between Republicans and Democrats can be 
bridged.  

• However, if agreement can be found on tax legislation in general, reports from 
Washington, D.C., suggest it is likely that a tax extenders bill would be included.  

• In that case, the measure could include a number of provisions of interest to listeners, 
including potential extensions of: 

o the 9 percent low-income housing tax credit floor,  
o the new markets tax credit at $3.5 billion and 
o the wind energy production tax credit.  

• On Friday, there was much discussion surrounding the starting points for the 
negotiations. 

• Many believe Speaker Boehner’s starting point for revenue is $700 to $800 billion over 
10 years.  

o He hopes to achieve this amount without raising tax rates, but, rather, in part 
through limitations among the wealthy for certain deductions, exemptions, 
exclusions and credits. 

• The president’s initial revenue proposal was $1.6 trillion, about double Speaker 
Boehner’s number, which I tweeted last Friday. 

• The president’s $1.6 trillion proposal comes from his fiscal year end 2013 budget, 
submitted to Congress earlier this year.  

• As such, the president’s initial proposal includes the following: 
o Tax cuts for families, individuals and businesses ($359 billion) 
o Sunset 2001/2003 tax cuts for upper income taxpayers  ($849 billion) 
o Modify estate and gift taxes ($143 billion) 
o Reduce value of tax preferences for upper income taxpayers ($584 billion) 
o Reform international taxes ($148 billion) 
o Repeal LIFO accounting method, certain oil and gas preferences, reinstate 

superfund tax, and other proposals ($183 billion) 
o Tax carried interests at ordinary income levels ($13 billion) 

• Included in that budget are the following items of interest to our listeners: 
o NMTC extension at $5 billion 
o 48C extension for advanced energy manufacturing 
o Several LIHTC provisions 
o 100 percent expensing for one additional year 
o Extending the payroll tax cut 
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o Providing New Manufacturing Communities Tax Credit 
• One notable revenue raiser item omitted was the president’s proposed resident financial 

services fee. 
• Another key bipartisan meeting held last week was that of the Senate Finance 

Committee. 
• The Senate Finance Committee met to discuss the fiscal cliff, and were unable to come 

to an agreement on how to avert falling off the fiscal cliff.  
• That said, the fact that they met is a good thing as they strive for agreement.  
• Senate Finance Committee Chairman Max Baucus did say everything was on the table. 
• As we watch, read and listen about the fiscal cliff deliberations coming out of 

Washington, D.C. in the coming weeks, I suggest you also monitor two other areas. 
o Listen to public commentary about the fiscal cliff, and, more specifically, monitor 

the market reaction to the discussions. 
o Monitor the public sentiment about the consequences of falling off the fiscal cliff.  

• Many have noted that the cliff is more like a slope, and some, such as Warren Buffett, 
the Oracle of Omaha, have said publicly that they do not think the U.S. will go into a 
recession as a result of falling off the cliff. 

• On the other extreme, Alan Greenspan has noted that if the U.S. suffers a recession in 
order to solve the fiscal crisis, that may be a small price to pay for getting one’s house in 
order. 

• If the fiscal cliff is viewed as more of a fiscal slope, falling over becomes more likely. As 
the consequences appear less dire, fear of falling over weakens. 

• You should also watch for a possible “TARP moment.” 
• A moment when the financial markets make a statement that the fiscal cliff is real and a 

solution is needed now. 
• As you may recall, a sharp drop in the stock market provided the impetus for passage of 

TARP. 
• I will have more on the fiscal cliff in next week’s podcast. I will also post updates via 

Twitter and the Notes from Novogradac blog, so stay tuned.  
 
Superstorm Sandy Recovery Bill 

• As the East Coast continues to recover from Superstorm Sandy, Congress is taking 
notice and beginning to discuss a Superstorm Sandy recovery bill.  

• It is still unclear if such a funding bill will have a tax title; in the event it does, look for the 
following: 

o an increase in LIHTC allocation for affected areas and states;  
o an automatic qualification for the 30 percent difficult to develop bonus; 
o additional NMTC allocation for investments in affected areas;. 
o a higher historic tax credit percentage of 26 percent versus 20 percent; 
o expanded 50 or 100 percent depreciation expensing for assets placed in service 

in Superstorm Sandy-affected areas; and 
o additional tax-exempt bond allocation. 

•  By way of reference, after Hurricane Katrina, GO Zone bonds were authorized at the 
rate of $2,500 per capita for the applicable GO Zone area. 

 
Hearing Held on the Impact of Proposed Bank Capital Rules 
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• As listeners may recall, in June federal banking agencies issued three notices of 
proposed rulemaking that would revise and replace the current regulatory capital 
rules.  

• Last week the Senate Committee on Banking, Housing and Urban Affairs held a 
hearing entitled “Oversight of Basel III: Impact of Proposed Capital Rules.”  

• The committee heard testimony from three witnesses:  
o Michael Gibson, director of the division of banking supervision and 

regulation for the Board of Governors of the Federal Reserve System; 
o John Lyons, chief national bank examiner with the Office of the 

Comptroller of the Currency; and  
o George French, deputy director for policy in the division of risk 

management supervision at the Federal Deposit Insurance Corporation.  
• Links to witnesses’ testimony are available online at banking.senate.gov.  

 
Agencies Provide Guidance on Regulatory Capital Rulemakings 

• Federal banking agencies involved in updating the regulatory capital rules said 
they do not expect that any of the proposed rules would become effective on 
January 1, 2013.  

• The original proposals released in June suggested an effective date of January 
1, 2013.  

• Many industry participants have since expressed concern that they may be 
subject to a final regulatory capital rule on January 1, 2013, without sufficient 
time to understand the rule or to make necessary systems changes. 

• In that statement, the agencies said they would quote “take operational and other 
considerations into account when determining appropriate implementation dates 
and associated transition periods.”  

 
FHA Issues Annual Financial Status Report to Congress 

• I also have news on the Federal Housing Administration front. 
• Last week the FHA issued its annual financial status report to Congress. 
• In the report, HUD noted that an independent study found that as the housing 

market continues to recover, the capital reserve ratio of the MMI Fund used to 
support FHA’s single family mortgage and reverse mortgage insurance programs 
fell below zero to -1.44 percent. 

• This represents a negative economic value of $16.3 billion. 
• HUD went on to say that this does not mean FHA has insufficient cash to pay 

insurance claims, a current operating deficit, or will need to immediately draw 
funds from the Treasury. 

• The need to draw on Treasury funds is determined not by the economic 
assumptions of this actuarial review but those used in the president’s FY 2014 
budget proposal to be released in February, with a final determination on a 
potential draw made in September. 
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• Also, the actuary’s estimate of the Fund’s economic value excludes $11 billion in 
expected capital accumulation through the end of FY 2013. 

• Finally, HUD’s report includes additional actions designed to contribute billions of 
dollars in added value to the MMI Fund over the next several years. 
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HISTORIC TAX CREDIT NEWS 
 
Advisory Council on Historic Preservation Announces Training Schedule 

• The Advisory Council on Historic Preservation announced that it will hold 10 Section 106 
training sessions throughout the country in 2013. 

• Section 106 is the part of the National Historic Preservation Act of 1966 that provides the 
guidelines for the historic preservation review process.  

• The advisory council oversees the process and offers training for those participating in 
the historic tax credit program and other rehabilitation programs.  

• The 2013 classes will include introductory and advanced sessions. 
• The Advisory Council on Historic Preservation recommends that federal, state or local 

government officials, tribal representatives, private consultants and the interested public 
attend the sessions. 

• Registration forms and detailed information about the classes can be found online at 
www.achp.gov.  

 
Uncertain Outlook for Alabama Historic Tax Credit 
• Alabama’s Legislature doesn’t convene until February, but local economic development 

officials and downtown improvement associations are already urging lawmakers to 
reconsider creating a state historic tax credit program. 

• In the previous legislative session, Rep. Victor Gaston introduced H.B. 271 to establish a 
state historic tax credit for Alabama. 

o That legislation would have authorized an income tax credit equal to 25 percent of 
the cost of rehabilitating a historic structure. 

o For income-producing properties, the program would have been capped at $25 
million annually and $3 million per transaction. 

• Unfortunately, that bill was defeated last year.  
o According to the Birmingham Business Journal, one of the primary reasons for its 

defeat was concern about its potential effect on the state’s education fund. 
• However, a similar proposal is expected to be introduced next year. 
• Economic development organizations, such as Operation New Birmingham, are pushing for 

the credit. 
• These groups argue there are clear benefits to creating a historic tax credit program in 

Alabama.  
• For example, states with their own historic tax credit programs generate four to 10 times 

more redevelopment activity, according to the Mobile Area Chamber of Commerce. 
o In the neighboring states of Mississippi and Louisiana, which each offer historic tax 

credits, developers completed 23 and 29 rehabilitation projects, respectively in 2011. 
o In Alabama, just four historic rehabilitations were placed in service that year. 

• We will continue to monitor the situation and provide an update as soon as a bill is 
introduced. 

• For coverage of recent changes to existing state historic tax credit programs, I invite you to 
pick up a copy of the December issue of the Novogradac Journal of Tax Credits. 

  



Summary: November 20, 2012 
 

 LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Multifamily Affordable Housing Goals Set for Fannie and Freddie 

• The Federal Housing Finance Agency issued a final rule last week establishing annual 
housing goals for mortgages purchased by Fannie Mae and Freddie Mac.  

• The new benchmarks cover low-income and very low-income single- and multifamily 
housing mortgage purchases through 2012, 2013 and 2014. 

• The agency had previously issued goals for 2010 and 2011. 
• Both enterprises exceeded the low-income multifamily housing goals for those years. 
• The multifamily low-income housing goal includes units affordable for households 

earning up to 80 percent of the area median income.  
• Very low-income households earn up to 50 percent of area median income. 
• In 2012, the goals have increased  

o from 177,500 mortgages to 285,000 for Fannie Mae; and  
o from 161,500 and 225,000 for Freddie Mac. 

• Because of uncertainty in the housing market, the goals for both enterprises in 
subsequent years are set below the 2012 level. 

• For 2013, Fannie Mae’s goal will be 265,000 and for 2014 it will be 250,000 units. 
• Turning to Freddie Mac, its 2012 goal is 225,000 units and then down to 215,000 units in 

2013 and 200,000 in 2014. 
• Similarly, on the very low-income unit side, Fannie Mae’s goal for 2012 is 80,000, then 

70,000 in 2013 and 60,000 in 2014; Freddie Mac’s is 59,000 in 2012, 50,000 in 2013 
and 40,000 in 2014. 

• The agency said the goal levels reflect its expectation that the enterprises’ market share 
will decline as banks and thrifts return to multifamily lending. 

• This conclusion was based in part on record-low interest rates and declining vacancy 
rates in the multifamily housing market. 

• The final rule will take effect on December 13. 
• For more details, you can find a copy of the notice online at www.taxcredithousing.com. 

 
Application Deadline Extended in New York 

• This week we have another announcement related to recovery from Superstorm Sandy.  
• Last week, New York’s Department of Home and Community Renewal extended the 

deadline for its Unified Funding Application to accommodate for the impact of Hurricane 
Sandy on the East Coast. 

• The deadline has been moved from Nov. 29, 2012 to Jan. 8, 2013. 
• The agency announced that its staff will continue to be available for application 

assistance throughout the process. 
• Prospective applicants are encouraged to schedule a pre-application assistance 

meeting. 
• More information is available at www.nyshcr.org.  
• If you’re thinking of submitting an application, I encourage you to contact the 

Novogradac New York City office at (212) 354-6305. 
  

http://www.taxcredithousing.com/
http://www.nyshcr.org/
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RENEWABLE ENERGY TAX CREDIT NEWS 
 

Governors Urge Wind PTC Extension 
• At the beginning of the lame duck session of Congress last week, Iowa Gov. Terry 

Branstad and Oregon Gov. John Kitzhaber wrote to House and Senate leaders urging 
them to act on an extension of the wind production tax credit. 

• The governors wrote the letter on behalf of the Governors’ Wind Energy Coalition to 
Majority Leader Harry Reid and Minority Leader Mitch McConnell in the Senate, and 
Speaker John Boehner and Minority Leader Nancy Pelosi in the House. 

• According to the letter, the production tax credit has generated as much as $20 billion in 
private investment annually in each of the past five years and created jobs that 
employed 75,000 workers. 

• The governors emphasized the importance of a multiyear production tax credit 
extension, such as the one proposed in the bipartisan bill passed by the Senate Finance 
Committee. 

o As renewable energy professionals know, this is essential because of the 18 to 
24 months needed to plan and finance wind projects. 

o A multiyear extension would also be more effective for manufacturers, some of 
which have already begun laying off workers. 

o Without an extension, these layoffs will continue and the economy could lose 
37,000 jobs, according to the letter. 

o Moreover, the governors said the nation would lose the opportunity to leverage 
more than $10 billion in private investment. 

• In addition to writing the letter, Branstad and Kitzhaber participated in a conference call 
last week to call for an extension of the production tax credit. 

o Joining them on the call were Kansas Gov. Sam Brownback, Colorado Gov. John 
Hickenlooper and Iowa Sen. Chuck Grassley, who authored the original 
production tax credit legislation in 1992. 

o During the call, the lawmakers expressed optimism that Congress will approve 
an extension before the end of the lame duck session. 

• Stay tuned for updates on the status of the extension in future podcasts. 
• You can read a copy of the letter from the Governors’ Wind Energy Coalition online at 

www.energytaxcredits.com. 
 
Hawaii’s New Rules on the Renewable Energy Technologies Income Tax Credit 
• Earlier this month, Hawaii’s Department of Taxation announced new temporary 

administrative rules for its renewable energy technologies income tax credit.  
• The new rules apply only to tax credits claimed under “other solar energy tax systems,” 

such as photovoltaic systems, that will be placed into service on or after Jan. 1, 2013. 
• Energy systems must meet the applicable total output capacity requirements of the rules 

and there will now be a $5,000 limit on the amount of tax credit that can be claimed for 
the average residential solar power system. 

• This essentially cuts the previous 35 percent tax credit in half. 
• Media reports indicate that the rules were issued after a dramatic increase in the amount 

of tax credits claimed in recent years.  
o For example, in Honolulu alone, credit claims went from $35 million in 2010 to 

$174 million this year. 
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• Announcement of the new rules drew criticism from environmental groups and 
renewable energy advocates. 

o Blue Planet Foundation stated that the new tax credit limit endangers the health 
of Hawaii’s solar energy industry, which accounted for 17 percent of all 
construction labor in 2011. 

o The director of the Sierra Club’s Hawaii Chapter called the reduction in tax 
credits misguided and said that it will hurt those trying to save money while being 
green. 

• The rules went into effect last week and will expire May 16, 2014. 
• Meanwhile, state Sen. Mike Gabbard has arranged a series of meetings among 

legislators, stakeholders, state agencies, utilities representatives and solar and wind 
energy representatives. 

• Gabbard has expressed hope that the discussions will help create future legislation that 
both encourages growth of renewable energy and reduces tax revenue loss incurred 
from credits. 

• You can find more information on the issue and a copy of the temporary rules at 
www.hawaii.gov/tax.  

 
Pennsylvania’s Senate Solar Bill 
• In other solar energy news, legislation has been introduced to the Pennsylvania State 

Senate that is designed to help the state’s declining solar renewable energy credit or 
SREC market, which has suffered due to oversupply. 

• To increase demand for SRECs, S.B. 1350 proposes to amend the Alternative Energy 
Portfolio Standards Act of 2004 by: 

1. Increasing the solar carve-out requirements from 2013 until 2015, then 
decreasing them through 2020. 

2. Changing the alternative compliance payment to $285 per SREC, then reducing 
the payment by 2 percent each subsequent reporting period. 

3. Qualifying solar thermal facilities for the energy credit. 
• You can read the bill at www.pasen.gov.  
• If you have questions about the renewable energy tax incentives in your state, I 

encourage you to contact one of my partners, Tony Grappone in our Boston office or 
Stephen Tracy in our San Francisco office.  

 
  

http://www.hawaii.gov/tax
http://www.pasen.gov/
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NEW MARKETS TAX CREDIT NEWS 

 
Opportunity Finance Network Urges Congress to Extend the NMTC 
• The Opportunity Finance Network last week invited supporters of the new markets tax 

credit to sign on to a letter it will send to Congress urging lawmakers to extend the 
program.  

• The letter argues that extending the tax credit will help the nation continue to recover 
from the Great Recession by channeling capital and jobs to the communities hardest hit 
by the economic downturn. 

• In addition, the letter points out that the new markets tax credit is effective—both in 
terms of cost and of results.  

o As many listeners know, for every $1 of federal investment through the new 
markets tax credit program, it is estimated that $8 of private investment is 
generated.  

• As I mentioned earlier in the podcast, an extension of the tax credit could very likely be 
on the table in the coming weeks as Congress considers a tax extenders package, so 
stay tuned for future updates.  

 
CDFI Fund Assesses Sandy Damage 
• Last week the CDFI Fund invited CDFIs and CDEs that have communities in their 

service areas affected by Hurricane Sandy  
o to assess the impact on their organizations and the customers they serve  
o and to share that information with the CDFI Fund.  

• In a message posted online and circulated by email last week, CDFI Fund Director 
Donna Gambrell said that CDFIs have and will play an extremely important role in 
supporting the recovery in the communities that are in dire need at this time.  

• As such, the CDFI Fund is seeking to determine what those organizations are facing 
now and going forward.  

• The agency posted a series of questions aimed at evaluating the impact of the storm. 
Those questions can be found online at www.cdfifund.gov.  

• The CDFI Fund has asked that responses to this inquiry be sent no later than November 
30.  

• Responses should be sent to PublicAffairsOffice@cdfi.treas.gov. 

http://www.cdfifund.gov/
mailto:PublicAffairsOffice@cdfi.treas.gov

