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

Committee and what lies ahead for Congress; the extension of Treasury’s New 
Issue Bond Program and the Temporary Credit and Liquidity Program; the FY 
2012 income limits; an update on redevelopment agencies in California; the 
Historic Boardwalk Hall case; a report on the Minnesota Historic Rehabilitation 
Tax Credit; an awarding winning initiative in Vermont; an OIG audit of the CDFI 
Fund; the new InvestOhio Tax Credit; a bill to provide an investment tax credit for 
microturbines; and the tax treatment of Section 1603 grants in California. 

 
Summaries of each topic:  

1. General News (2:15 – 7:27) Pages 2-3  
2. Low-Income Housing Tax Credits (7:28 – 11:15) Pages 4-5 
3. Historic Tax Credits (11:16 – 17:10) Pages 6-8 
4. New Markets Tax Credits (17:11 – 21:55) Pages 9-10 
5. Renewable Energy Tax Credits (21:56  – 24:58) Page 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, 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 TAX CREDIT NEWS 
 
Super Committee Post-Mortem and What Lies Ahead  

 With the collapse of the Super Committee, there are several legislative 
matters that are likely to occupy lawmakers’ focus between now and the 
end of the year.  

 For one, there are tax extenders. For listeners, this most notably includes 
an extension of the new markets tax credit, which would cost about $30-
40 billion.  

 Another extension is what’s commonly referred to as the Doc Fix, which 
would cost approximately $22 billion.  

 The two items that are subject of the most focus are extension of 
unemployment insurance, which would cost $44 billion, and the payroll tax 
cut, which costs about $110 billion.  

 The 10 year cost of all these items comes to more than $200 billion.  
 The big question will be how this cost will be paid for, or if they will be paid 

for. 

 
NIBP and TCLP Extensions 

 The National Council of State Housing Agencies and the National 
Association of Local Housing Finance Agencies reported on November 23 
that the U.S. Department of the Treasury has extended the New Issue 
Bond Program and the Temporary Credit and Liquidity Program. 

 The programs, known as the NIBP and TCLP, respectively, are part of the 
stimulus funding provided through the Housing and Economic Recovery 
Act, or HERA. 

 As listeners may recall, the NIBP provides temporary financing for housing 
finance agencies to issue mortgage revenue bonds for single- and 
multifamily housing. 

 The TCLP provides additional credit and liquidity for the HFAs. 
 Both programs were set to expire at the end of this year.  
 HFAs will now be able to use their NIBP allocations until December 31, 

2012 and the TCLP until December 31, 2015. 
 It should be noted that there are no new allocations, it’s only an extension 

of time to use existing allocations.   
 NCSHA reported that Treasury has eliminated the requirement that HFAs 

issue market bonds in conjunction with single-family issues and will allow 
HFAs to use single-family NIBP allocations for multifamily activities. 

 Additionally, Treasury is establishing a new rate-setting system for NIBP 
bonds based on the weighted average life of the bonds being issued. 

 Treasury will also begin charging an additional credit premium of 80 basis 
points on new multifamily NIBP bonds and impose a 30 basis points-per-
year redemption fee on NIBP funds redeemed after April 1, 2012. 
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 Because Treasury no longer has authority to undertake the program under 
HERA, it also needed to collect fees to offset the cost of the extension. 

 At the time of this recording, Treasury had not issued a release about the 
programs’ extension.  

 However, there is a report that Treasury planned to hold a webinar on the 
program extensions today at 1:30 p.m. Eastern. 

 HFAs interested in modifying the terms of their participation in the two 
programs must submit an election modification letter to Treasury via email 
by December 9, 2011.  

 Copies of the election letter and the NIBP and TCLP extension term 
sheets can be found in the Hot Topics section under HERA at 
www.novoco.com.   

 If you have questions about the program, please contact my partner Tony 
Grappone in our Boston, Mass. office.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Income Limits 

 Now, as I promised in last week’s podcast, I have a preview of the 2012 
income limits for low-income housing tax credit properties. 

 The U.S. Department of Housing and Urban Development is scheduled to 
release the rent and income limits in just two days.  

 HUD set the December 1 release date for the income limits in September 
when it announced the fair market rents, or FMRs, for fiscal year 2012.   

 Here’s what HUD had to say about the FY 2012 income limits. 
o The area median income growth rate is equal to the change in the 

Consumer Price Index from December 2009 to December 2010 
o That change is 1.4 percent, so the area median income will 

increase 1.4 percent for all counties. 
o Very-low income will also experience a 1.4 percent increase, 

except in counties affected by high or low housing costs. 
o Since multifamily tax subsidy projects, or MTSPs, follow the very 

low-income limits, they will generally have a 1.4 percent increase.   
o HERA Special income limits will also have a 1.4 percent increase 

because they are indexed to the 1.4 percent change in area median 
income. 

o I’d like to remind listeners that MTSPs, unlike Section 8 properties, 
are still subject to hold harmless provisions. Hold harmless counties 
may have an increase in income limits if the amount the county was 
held harmless at is less than 1.4 percent and it is not a high 
housing cost county. 

 The effective date for HUD FY 2012 income limits will be the same as the 
December 1 release date.   

 HUD expects to release income limits on December 1 of each year for the 
foreseeable future.  

 When HUD releases the FY 2012 income limits on Thursday, we will post 
them to the Affordable Housing Resource Center which can be accessed 
at www.taxcredithousing.com.  

 We’re also in the process of updating our Rent and Income Limit 
Calculator.  

 If you have questions in the meantime, please contact my partner Jim 
Kroger.  

 
California Redevelopment Agencies Update 

 And now we travel to California for the latest in the ongoing battle for 
California’s redevelopment agencies. 

 As you may remember from previous Tax Credit Tuesday podcasts, 
California’s 2011-2012 budget included two trailer bills that would 
effectively eliminate redevelopment agencies on October 1, 2011 unless 
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the agencies make specified contributions to local school and special 
districts. 

 According to the California Redevelopment Association, fund contributions 
would amount to $1.7 billion in this fiscal year and $400 million each year 
thereafter.  

 In response to the bills, the California Redevelopment Association on July 
15 filed a petition for writ of mandate that challenges the constitutionality 
of the trailer bills, known as ABx1 26 and ABx1 27, and an application for 
temporary stay that would prevent the dissolution of the redevelopment 
agencies while the case is pending. 

 The California Supreme Court announced on August 11 that it would grant 
the temporary stay and hear the case, known as California 
Redevelopment Assn. v. Matosantos. 

 On November 10, the two sides presented their oral arguments to the 
court.  

 Arguments lasted about an hour and the court promised to decide on the 
case before January 15.  
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HISTORIC TAX CREDIT NEWS 
 
Historic Boardwalk Hall Update 

 Turning to historic news, I have another legal update. For some time, we 
have been following Historic Boardwalk Hall LLC v. Commissioner.  

 As regular listeners know, the Boardwalk Hall case concerns the 
rehabilitation of the East Hall of the Atlantic City, N.J. convention center.  

 The U.S. Tax Court ruled that the partnership formed to invest in the 
project was not a sham lacking economic substance and was entitled to 
claim historic rehabilitation tax credits under tax code Section 47.  

 The Internal Revenue Service has appealed that decision and the case is 
progressing. 

 Now, the court has granted an extension until December 15, 2011 for 
taxpayer briefs in the appeal.   

 You can learn more about the latest developments in the case by reading 
Historic Tax Credit Coalition founder John Leith-Tetrault’s History and the 
Hill column in the December issue of the Journal of Tax Credits.  

 If you’re not already receiving the Journal of Tax Credits, I encourage you 
to give it a try. Just send an email to products@novoco.com and we will 
send you a free trial copy. 

 You can also check out the IRS brief and related materials on our web site 
at www.historictaxcredits.com.  

 You can also contact my partner Tom Boccia in our Cleveland office for 
more information about the case and how it might affect your transaction.  

 
Minnesota HTC Economic Impact Report 

 Now, I have some more information for you from an economic impact 
report that the University of Minnesota Extension Center for Community 
Vitality has released on the state’s Historic Rehabilitation Tax Credit. 

 The report, titled “Economic Impact of Projects Leveraged by the 
Minnesota Historic Rehabilitation Tax Credit,” analyzes the direct, indirect 
and induced impacts that the tax credit is having on Minnesota’s economy.  

 The Minnesota Legislature requires the Minnesota Historical Society to 
provide an annual report on the credit’s economic impact.  

 The historical society contracted with the University of Minnesota 
Extension Center to collect and analyze data for projects using the 20 
percent state tax credit.  

 Only projects that had received preliminary approval for the credit, had 
begun renovation and had received their National Park Service Part 2 
certification between April 2010 and June 30, 2011 were included in the 
study.  

 Fourteen projects met these criteria. 
 The study reported the following economic impacts: 
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o Total direct, indirect and induced impacts for projects leveraged by 
the Minnesota HTC are $451 million in output and 2,948 workers 
employed. This includes: 
 $250 million in new construction-related sales, 1,808 new 

construction jobs and $83.7 million in payments to 
construction workers; 

 $96.3 million in indirect output through sales, including 532 
jobs in all sectors and $34.7 million in payments to those 
workers; and 

 induced impacts of $104 million in sales, including 608 jobs 
in all sectors and $34 million in payments to those workers. 

o An estimated $49.1 million in tax credits will be awarded by the 
state if all of the projects meet the program requirements. This will 
leverage $451 million in total economic impact. This is $9.20 in 
economic activity for every state dollar of tax credit or grant funding.  

 The study also found a few project trends: 
o Projects were primarily in the Minneapolis and St. Paul areas; two 

projects were in northern Minnesota. 
o Five of the projects were residential, five were commercial and four 

were mixed-use developments. 
 It should be noted that the study only examined construction-related 

spending and did not include any impacts anticipated to be generated by 
the commercial use of the renovated buildings.  

 The economic impacts are also contingent on all of the projects reaching 
completion and claiming the credits.  

 It will be interesting to see the continuing impacts of the program as it 
matures. This first report noted that in prior years, an average of four 
projects used the federal historic tax credit each year in Minnesota, 
compared to the 14 projects that had obtained preliminary approval 
between April 2010 and June 30, 2011.  

 The report says that this is indicative of the state HTC’s effect on 
rehabilitation decisions.  

 A copy of the report may be found at www.historictaxcredits.com on the 
reports page. 

 
Vermont Preservation Initiative Receives National Award 

 Next, I’d like to share some news about historic preservation in the 
northeast.  

 A Vermont initiative that has spurred village-scale historic preservation 
projects across the state was recognized earlier this month with the 
Advisory Council on Historic Preservation’s Chairman’s Award for 
Achievement in Historic Preservation. 

 The Village Revitalization Initiative, a partnership among U.S. Sen. Patrick 
Leahy, the Preservation Trust of Vermont, and HUD, uses federal grants 
to leverage investments in historic rehabilitation projects. 
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 In its first six years, the initiative supported 27 projects in 25 communities, 
using a $2.4 million federal investment to help leverage more than $27 
million in total project costs.  

 Sen. Leahy, Yolanda Chávez of HUD’s Office of Community Planning and 
Development, and Paul Bruhn, the executive director of the Vermont 
Preservation Trust, accepted the award at ACHP’s fall business meeting. 
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NEW MARKETS TAX CREDIT NEWS 
 
CDFI Fund Audit 

 Now let’s take a look at the New Markets Tax Credit program.  
 On November 15, the Office of the Inspector General of the Treasury 

Department released an audit of the Community Development Financial 
Institutions, or CDFI, Fund’s fiscal years 2010 and 2011 financial 
statements.  

 Included in that audit was a review of the NMTC program.  
 It included information about the first eight allocation rounds and program 

activities to date, the 2010 and 2011 allocation rounds, and aggregate 
awards. 

 Overall, the NMTC program from 2003 to 2010 has: 
o Financed 1,556 businesses; 
o Provided nearly $20.9 billion in QLICIs; 
o Created or preserved 97,078 jobs; 
o Financed 5,125 housing units; and  
o Created nearly 93 million square feet of commercial real estate. 

 Some of the OIG’s other findings include: 
o The CDFI Fund to date has allocated a total of $29.5 billion in 

allocation authority and has made 594 awards, with the average 
award during the first eight rounds being approximately $49.7 
million.  

o Also, only 29 percent of applicants were selected to receive an 
award during the first eight rounds.  

o During the 2010 funding round: 
 97 of 99 allocatees indicated that 100 percent of their 

investments would be in the form of equity, equity equivalent 
financing, or debt that is at least 50 percent below market 
rate and/or is characterized by at least five concessionary 
features.  

 All 99 allocatees committed to providing at least 75 percent 
of their investments to areas of higher economic distress 
than minimally required by the NMTC program. 

 All 99 allocatees indicated that they would invest more than 
the minimally required 85 percent of qualified equity 
investment dollars into qualified low-income community 
investments. 

o For the 2011 round, the CDFI Fund received 314 applications, an 
increase of 25.6 percent over the number received in 2010.  

o As of September 30, 2011, allocatees reported raising qualified 
equity investments of more than $23.8 billion. 

o In calendar year 2010 alone, $4.9 billion in QEIs were raised.  
 The audit also mentions a research that the Urban Institute has been 

conducting on the NMTC program since 2007.   
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 The CDFI Fund has contracted the Urban Institute since 2007 to study six 
factors, including: 

o  a review of relevant economic development, performance 
measurement and tax credit literature,  

o informal discussions with NMTC stakeholders,  
o analysis of existing NMTC administrative data,  
o development of a typology of NMTC projects,  
o an examination of secondary public and private data, and 
o a random sample of case study data collection. 

 The Urban Institute is expected to present its final report on the NMTC 
program to the CDFI Fund in February 2012.  

 To read more about the audit, visit the New Markets Tax Credit Resource 
Center at www.newmarketscredits.com. 

 
InvestOhio Details Announced 

 In state tax credit matters, this month the Ohio Department of 
Development announced the procedures to qualify for the new InvestOhio 
Tax Credit. 

 The $100 million program was enacted over the summer and provides a 
10 percent income tax credit for investing up to $10 million in eligible small 
businesses. 

 Investors must acquire an ownership interest in the business and hold 
their investment for two years before claiming the credit. 

 To apply, first the investor and the small business must register through 
the Ohio Business Gateway, then one of the parties must complete an 
application, which will be available in the first week of December. 

 The credits will be awarded on a first come, first served basis until the 
state’s fiscal biennium ends on June 30, 2013. 

 During that two-year period, the Department of Development expects 
InvestOhio to generate at least $1 billion in private investment in the 
state’s small businesses. 

 If you are interested in finding out more about the program, I invite you to 
call my partner, Annette Stevenson, in our Cleveland, Ohio office at (216) 
736-4100. 
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Bill to Expand ITC to Microturbines Introduced 

 In renewable energy tax credit news, we have news about a bill that would 
expand the investment tax credit to microturbine technology. 

 U.S. Rep. Linda Sanchez introduced H.R. 3394, called the American 
Microturbine Manufacturing and Clean Energy Deployment Act, to make 
microturbine technology eligible for the investment tax credit. 

 Microturbines are smaller versions of the large turbines used in baseload 
electric generating stations, and typically produce between 25 and 500 
kilowatts of power. 

 Expanding the 30 percent renewable energy investment credit to 
microturbine technology would create more than 2,000 jobs almost 
immediately, according to Rep. Sanchez’s office. 

 If the bill is enacted, Rep. Sanchez’s office estimated that enough new 
microturbines could be placed in service within the credit’s first year to 
offset 170,000 tons of carbon dioxide emissions. 

 The text of H.R. 3394 is available online at www.energytaxcredits.com.  
 
Section 1603 Grants Remain Non-Taxable in California – For Now 

 And we wrap up today with some positive news for those using Section 
1603 grants to develop renewable energy projects in California. 

 Potentially conflicting legislation in California has called into question 
whether Section 1603 grants will retain their non-taxable status for 
California state income tax purposes. 

 As listeners may recall, California’s passage of S.B. 401 last year made it 
one of the first states to explicitly exclude Section 1603 grant payments 
from gross income for state tax credit purposes. 

 However, many industry participants believed that ambiguous language 
contained in Proposition 26, also known as the Supermajority Vote to 
Pass New Taxes and Fees Act, potentially overturned S.B. 401. 

 To conform S.B. 401’s provisions to Proposition 26, the Legislature 
needed to pass S.B. 401 again by no less than a two-thirds vote before 
November 3.   

 Unfortunately, the Legislature failed to take such action. 
 Nonetheless, California’s Franchise Tax Board released guidance earlier 

this month stating that it still views S.B. 401 as valid law and that it will 
continue to apply the bill’s provisions for the 12-month period following the 
adoption of Proposition 26. 

 Furthermore, the FTB determined that the state’s constitution requires it to 
enforce S.B. 401 until an appellate court voids all of part of S.B. 401. 

 We will continue to monitor the situation; stay tuned for more updates. 
 In the meantime, you can contact my partner Stephen Tracy if you have 

questions about how this issue could affect your project. 


