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Michael J. Novogradac, CPA, discusses the failure of the Super 

Committee and building momentum for tax extenders. He shares news about the 

New Markets Tax Credit Extension Act as well as discusses a report that 

evaluates new markets tax credits’ effect on inner cities. In historic tax credit 

news, he highlights the job creation benefits being provided by the Minnesota 

Historic Rehabilitation Tax Credit. In renewable energy news, he describes a 

letter that the Governors’ Wind Energy Coalition sent to Congressional leaders 

urging the extension of the PTC as well as the provisions of the STORAGE Act, 

which would provide a tax credit for investment in energy storage property.  In 

low-income housing tax credit news, he discusses the distribution of 2011 

national pool tax credits, some major provisions of the 2012 HUD appropriations 

bill and a notice that clarifies the conditions under which not-for-profit owners can 

retain the proceeds from the sale of FHA-insured or HUD-held, formerly FHA-

insured multifamily properties. 

 

Summaries of each topic:  

1. General News (2:18 – 5:57) Page 2-3  

2. New Markets Tax Credits (5:58  – 9:41) Pages 4-5 

3. Historic Tax Credits (9:42 – 11:05) Page 6 

4. Renewable Energy Tax Credits (11:06 – 13:47) Pages 7 

5. Low-Income Housing Tax Credits (13:48 – 18:58) Pages 8-9 

 

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 
 
Super Committee Update  

 In general news, we start with a Super Committee update. The Super 
Committee has ended in super failure. Clearly, failure was an option when 
it came to the Super Committee.  

 While tomorrow is the official deadline for the Joint Committee on Deficit 
Reduction, or Super Committee, to vote on a plan to provide $1.2 trillion in 
savings over the next 10 years, it became clear yesterday that no plan 
would be forthcoming, no plan would be voted on. So now, while both 
Republicans and Democrats in the house and the senate start the blame 
game, pointing their fingers at each other as to why they were unable to 
reach an agreement, more eyes will turn to what sequestration means. 

 In the days and weeks ahead, there will be a lot of attention focused there 
with various threats from both parties, including the president. 

 I do note that the $1.2 trillion sequestration doesn’t kick in until 2013. It’s 
then implemented over a nine-year period and, of the $1.2 trillion, over 
$200 billion is interest savings on not spending the money.  

 The actual cuts starting in fiscal year 2013 is just under $1 trillion and 
roughly half will come from defense and the other half will come from 
discretionary spending, including a piece coming from Medicare. 

 There will be much discussion to undo some of those cuts or to substitute 
some of those cuts. 

 In terms of the low-income housing tax credit, new markets tax credit tax 
credits, renewable energy tax credits and historic tax credits were under 
threat within the Super Committee and in the short run, any threats posed 
by the Super Committee have waned, but we need to continue to monitor 
the situation as we approach the end of the year and tax reform next year.   

 
Momentum Builds for Tax Extenders  

 Last week, Rep. Richard Neal sent a letter to House Ways and Means 
Committee leadership calling for extension of expiring tax provisions.   

 Congressman Neal is a senior member of the committee.  

 As listeners know, dozens of tax provisions expire each year and they 
require action from Congress to be renewed. 

 Among the programs set to expire is the new markets tax credit. 

 In his letter, Congressman Neal told lawmakers that extending the expiring 
tax provisions will provide taxpayers with the certainty they need to make 
forward-looking decisions.  

 He also said that the economic benefits of these tax incentives are well 
known and that they are an important element in generating economic 
growth and creating jobs. 

 The Senate finance committee leaders have been reaching out to 
members as to which of the tax extenders are most important to them. 
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 The text of the letter is available online at www.novoco.com. Go to the Hot 
Topics page and follow the link to Tax Extenders. 
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NEW MARKETS TAX CREDIT NEWS 
 
Speaking of the NMTC Extension  

 Last week, Senator Roy Blunt signed on as co-sponsor of S. 996, the New 
Markets Extension Act of 2011.  

 The bill would extend the new markets tax credit program for 5 years, 
through 2016, with $5 billion in annual credit issuance authority.  

 The legislation would also provide NMTC investors an exemption from the 
Alternative Minimum Tax.   

 This exemption is currently available to other, similar tax credits including 
low-income housing tax credits, historic tax credits and certain renewable 
energy tax credits.  

 At the time of this recording, the Senate version of the New Markets 
Extension Act had 20 bipartisan cosponsors, including Senator Blunt.  

 The companion bill in the House currently has 49 bipartisan cosponsors.  
 
Study Finds NMTC is Helping Inner Cities  

 Seventy-one percent of inner city businesses in the U.S. are dramatically 
undercapitalized, according to a study released last week by the Initiative 
for a Competitive Inner City, or ICIC. 

 ICIC is a not-for-profit research and strategy organization.  

 In the study, ICIC examined the supply and demand of capital in America's 
inner cities and the impact federal agencies and programs such as the 
Small Business Administration, new markets tax credits and the 
Community Development Financial Institutions (CDFI) Fund programs 
have on capital access. 

 ICIC presented its findings last week at the Federal Reserve System's 
conference, "Small Business and Entrepreneurship during an Economic 
Recovery" in Washington, D.C. 

 Some of the report’s findings include: 

 Of the 2,630 NMTC projects recorded between 2004 and 2008, 52 percent 
took place in urban areas.  

 Of those urban projects, 80 percent have taken place in census tracts that 
ICIC classifies as “inner city.” This figure is not surprising because the new 
markets tax credit program is specifically designed to stimulate capital 
inflow to low-income areas.  

 When broken out by total investment rather than project counts, 63 
percent of new markets tax credit investments have been directed toward 
urban areas, of which about 80 percent went to inner cities. 

 Overall, ICIC says that half of all NMTC investment dollars have been 
directed to the inner city between the inception of the program and year-
end 2008. 
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 ICIC also says that about 9 percent of NMTC dollars were used to finance 
inner city businesses and the rest of the transactions were real estate 
investments.  

 The report discusses the number of explanations for the greater share of 
real estate-purpose projects, namely the basic terms and structure of the 
NMTC program.  

 As many listeners know, investors prefer real estate investments because 
they are less likely to fall out of compliance with NMTC regulations.  

 This is a subject that the New Markets Tax Credit Working Group recently 
addressed in our comments to the Internal Revenue Service in a letter and 
at a public hearing.  

 To learn more about the subject, I invite you to read the group’s comment 
letter, which can be found online at www.nmtcworkinggroup.com.  

  

http://www.nmtcworkinggroup.com/
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HISTORIC TAX CREDIT NEWS 
 
Minnesota Historic Rehabilitation Tax Credit Stimulates Job Growth  

 The Minnesota Historic Rehabilitation Tax Credit is revitalizing 
communities and stimulating job growth, according to a report released 
yesterday by the University of Minnesota Extension Center for Community 
Vitality. 

 The Minnesota Historic Rehabilitation Tax Credit was signed into law in 
April 2010. 

 The tax credit allows for eligible property owners to receive a state income 
tax credit of up to 20 percent of qualifying expenses or a grant in lieu of 
the credit. 

 The state tax credit works in combination with a federal 20 percent tax 
credit.  

 The report was presented to the Minnesota Legislature and describes the 
economic impact of projects leveraged by the tax credit.  

 In the first year of the credit, 14 projects received approval.  

 The report’s authors say it shows a bright spot in an otherwise challenging 
economic landscape. 

 Specifically, the report says the Minnesota Historic Rehabilitation Tax 
Credit has created jobs, particularly within the construction industry.  

 Novogradac & Company is reviewing the findings of the report and I will 
discuss the economic impacts of the tax credit in more detail in next 
week’s podcast.  

 In the meantime, a copy of the report is available online at 
www.historictaxcredits.com.  

 

http://www.historictaxcredits.com/
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RENEWABLE ENERGY TAX CREDIT NEWS 
 

Governors Urge Congress to Extend PTC 

 Last week the Governors’ Wind Energy Coalition sent a letter to 
congressional leaders Harry Reid, Mitch McConnell, John Boehner and 
Nancy Pelosi asking them to support the American Renewable Energy 
Production Tax Credit Extension Act.  

 H.R. 3307 would extend the production tax credit through 2016.  

 Without congressional action, the PTC will expire on December 31, 2012.  

 In the letter, the governors say that inconsistent tax policy is affecting wind 
production projects and warn that an interruption in the PTC will result in a 
loss of jobs.  

 Although the tax credit for wind energy has long enjoyed bipartisan 
support, the group reports that wind-related manufacturing is beginning to 
slow because the credit has not yet been extended.  

 The letter says that some wind developers have no projects scheduled for 
2013, and are beginning to lay off employees.  

 A copy of the letter, and a copy of the American Renewable Energy 
Production Tax Credit Extension Act, can be found online at 
www.energytaxcredits.com.  

  
Legislation Would Increase Investments Renewable Energy Storage 

 On November 10, Senators Ron Wyden and Susan Collins and Senate 
Energy Committee Chairman Jeff Bingaman introduced the Storage 
Technology for Renewable and Green Energy, or STORAGE, Act of 2011.  

 In a statement about the bill’s introduction, Senator Wyden said, quote:  
o “The missing piece of the renewable energy debate has always 

been how to make those technologies reliable when the sun 
doesn’t shine or the wind doesn’t blow.” 

 The STORAGE Act would provide  
o a 20 percent investment tax credit of up to $40 million for storage 

systems that are connected to the electric grid and  
o a 30 percent investment tax credit of up to $1 million to businesses 

and homeowners for on-site storage projects.   

 The bill provides tax credits to businesses and homeowners who install 
energy storage on their own property to help serve their own energy 
needs efficiently or capture energy from on-site renewable energy 
generation.  

 
 
 

 
  

http://www.energytaxcredits.com/
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
IRS Distributes Unused 2011 LIHTC Allocation 

 Last week the Internal Revenue Service published the amounts of unused 
low-income housing tax credit carryovers for calendar year 2011. 

 Revenue Procedure 2011-57 details how nearly $3.66 million of unused 
LIHTCs were divided among the eligible states in the national pool.  

 The national pool LIHTCs for 2011 were allocated to 28 qualified states.  

 California received the largest allocation, $570,425, in LIHTCs. 

 As some listeners likely recall, there was no unused low-income housing 
tax credit carryover last year.  

 States qualify for the national pool if they have allocated all their housing 
tax credits in a calendar year and request to receive an allocation of 
additional LIHTCs leftover by other states.  

 You can find a copy of Revenue Procedure 2011-57 online at 
www.taxcredithousing.com.  

 
Mini-Bus 

 On Friday, President Obama signed into law a package of three 
appropriations bills that also includes a continuing resolution to keep the 
federal government running through December 16.   

 The package has become known as the minibus, because it was a smaller 
version of what lawmakers refer to as omnibus legislation when multiple 
bills are packaged together for passage.  

 The minibus passed the House by a vote of 298-121 and the Senate by a 
vote of 70-30 

 Of most interest to listeners, the minibus includes HUD appropriations for 
fiscal year 2012.  

 The bill includes $37.4 billion for HUD, representing a 9 percent reduction 
from last year’s funding level. 

o In a disappointing - but not surprising - turn, the bill provides $1 
billion for the HOME program, which is a $607 million reduction.  

o That’s a cut of almost 38 percent from the enacted fiscal year 2011 
level.  

o The bill funds Community Development Block Grants at $3.3 billion, 
which is a decrease of $192.9 million from fiscal year 2011. 

o The bill provides $1.875 billion for the Public Housing Capital Fund, 
a reduction of $165 million over FY 2011.  

o And for the Public Housing Operating Fund, Congress approved 
$3.96 billion, a decrease of $655 million from last year. 

o Funding was increased for both Section 8 Tenant-Based Rental 
Assistance Contract Renewals and Section 8 Project-Based Rental 
Assistance.  

http://www.taxcredithousing.com/
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 It’s widely believed that the HOME funding decrease was largely driven by 
negative coverage of the program in the Washington Post and subsequent 
testimony before Congress.   

 The Housing Advisory Group says that the amount of the cuts is nothing 
short of devastating to the program and in the current environment will be 
difficult to recoup in future budget cycles.   

 The group also warns that these attacks can have long-term effects on 
affordable housing programs and priorities.  

 To learn more, I invite you to look out for the December Journal of Tax 
Credits.  

 Peter Lawrence, who is the senior director of public policy and 
government affairs for Enterprise Community Partners, writes in his 
monthly Policy Points in December about what the minibus means for the 
affordable housing community.  

 
HUD Announces that Not-for-Profits May Retain Sales Proceeds 

 On November 10, the U.S. Department of Housing and Urban 
Development issued Notice H 2011-31, which clarifies the conditions 
under which not-for-profit owners can retain the proceeds from the sale of 
Federal Housing Administration (FHA)-insured or HUD-held formerly FHA-
insured multifamily properties.  

 The notice says that not-for-profits may retain the proceeds from the sale 
of the property if the new owner will maintain the property’s long-term 
affordability and the transaction meets certain criteria.  

 The notice outlines six major requirements to obtain HUD’s approval for a 
non-profit owner to receive sale proceeds.   

 Notice H 2011-31 took effect immediately and it applies to all prepayment 
requests where HUD has not yet granted approval.  

 The notice is described by HUD as a clarification rather than a change in 
official policy.  

 Either way, the notice was welcome news for not-for-profit owners of HUD 
properties.  

 A copy of Notice H 2011-31 can be found online at 
www.hudresourcecenter.com.  

 Questions about the notice can be directed to my partner Susan Wilson in 
our Austin office.  

 

http://www.hudresourcecenter.com/

