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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, discusses the fiscal 

cliff, Superstorm Sandy and the National Disaster Tax Relief Act of 2012, and House and 

Senate finance committee changes. In low-income housing tax credit news, he analyzes the 

fiscal year 2013 income limits and a negative private letter ruling from the IRS. In renewable 

energy tax credit news, he alerts listeners to additional support for the production tax credit 

extension from wildlife advocates and the U.S. Department of Energy, and reveals the details of 

two reports, one on the solar energy market and one about Cincinnati’s solar potential. In 

historic tax credit news, he talks about federal agencies collaborating to protect sacred tribal 

sites, the latest recommendations from the Missouri Tax Credit Review Commission and Gov. 

Cuomo’s veto of a New York historic tax credit expansion. In new markets tax credit news, he 

reveals the results of the first-ever economic impact report from the New Markets Tax Credit 

Coalition. 

 
Summaries of each topic:  

1. General News (2:10 – 7:38) Page 2-3 

2. Low-Income Housing Tax Credits (7:39 – 15:07) Pages 4-5 

3. Renewable Energy Tax Credits (15:08 – 21:50) Pages 6-7 

4. Historic Tax Credits (21:51 – 25:56) Pages 8-9 

5. New Markets Tax Credits (25:57 – 27:44) 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  

• At the time of this recording, the status of fiscal cliff negotiations remained relatively 
unchanged.  

• It appears increasingly likely that lawmakers will return to Washington, D.C. next week to 
try to pass legislation after Christmas.  

• It’s beginning to look like the House will: 
o allow a vote on extending the Bush-era tax cuts for families with income levels 

below $250,000  
o as well as changing the matching tax rate on dividends to 20 percent next year  
o as well as a one year AMT patch. 

• If things change, it will likely happen quickly, so I encourage you to follow me on Twitter 
for the most up to date information.  

 
The Hurricane Sandy and National Disaster Tax Relief Act of 2012 

• Sens. Charles Schumer and Robert Menendez announced legislation last week that 
would reduce the tax burden on those financially impacted by Superstorm Sandy and by 
other major disasters this year. 

• General provisions for the tax package include: 
o Full deduction for disaster cleanup expenses paid or incurred, 
o Increased limitation on charitable contributions for disaster relief, 

• Tax-credit provisions include: 
o An increase in low-income housing tax credit allocation in the amount of $8 

multiplied by the state’s disaster-area population.  
 Preliminary estimates show that across several states and the District of 

Columbia, it would be about $255 million a year of credits and a three-
year allocation, resulting in more than $750 million in annual LIHTCs. 

 We are in the process of calculating that detail by state and District of 
Columbia as well as the number of units that this would allow to be built. 

 I’ll post the information on my blog when it becomes available. 
o An increase in historic rehabilitation credits from 10 percent to 13 percent for 

buildings in affected disaster zones, and from 20 to 26 percent for historic 
buildings. 

o An increase of $500 million in new markets tax credit allocations for community 
development entities serving in disaster areas. 
 It is important to note, this bill is not expected to include an extension of 

the new markets tax credit, only an emergency supplemental allocation.  
o Additional exemptions for those who provided free housing to displaced 

individuals 
o And worker retention credit for businesses that continued to pay wages even 

though their businesses were inoperable. 
o There is also an effort to add the 9 percent credit floor to the disaster credits. 

• Also last week Representatives Joseph Crowley, Michael Grimm, John Larson, Frank 
LoBiondo, Bill Pascrell, Jr., Charles Rangel and Jon Runyan announced their intention to 
introduce tax relief legislation in the House.  

• When copies of these bills are available, they will be posted online at www.novoco.com.  
 

http://www.novoco.com/
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House Democrats Announce New Ways and Means Committee Members 
• They selected Rep. Allyson Schwartz, who is returning to the Ways and Means 

Committee, 
• As well as Danny Davis from Illinois and Lynn Sanchez from California. 
• The Republicans announced their new members previously. 
• However, one of those members, Tim Scott, has been appointed to the U.S. Senate. 
• As such, there will be an additional seat for the Republicans to fill.  

Senate Finance Committee Members Update 
• Turning to the Senate, the Republicans are not expected to announce their members of 

the Senate Finance Committee until next year. 
• The Democrats have announced their additional members.  
• Their members are: 

o Sen. Sherrod Brown of Ohio. 
o Sen. Michael Bennett from Colorado.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
2013 Income Limits Released 

• As I reported last week, the U.S. Department of Housing and Urban Development has 
released its fiscal year 2013 income limits. 

• HUD released the income limits on Dec. 4, but subsequently discovered a calculation 
error.  

• Last week, just before Novogradac & Company hosted a webinar on the FY 2013 limits, 
the agency alerted stakeholders to the fact that it would be adjusting the numbers. 

• HUD released the corrected numbers on Tuesday, and with just minutes to spare, my 
colleagues Thomas Stagg and Jim Kroger updated their analysis of the limits and 
presented the changes to more than 350 participants.  

• Participants also got a special treat when HUD’s Peter Kahn came onto the line and 
talked about the changes to the FY 2013 income limits. 

• We’ve used the time since last Tuesday to delve a little deeper into the 2013 income 
limits and what they will mean for the industry. 

• Here’s what we found: 
• At the county level, the average change, without Hold Harmless or HERA Special 

provisions, was a 0.52 percent decrease.  
o 56.8 percent of counties saw a decrease in MTSP income limits for new projects 

and layered financing. 
o 41.7 percent of counties had an increase in MFI for new properties and  
o 1.5 percent of counties had no change. 

• For MTSP’s placed in service before Jan. 1, 2009, which does include the HERA Special 
and Hold Harmless provisions, the average change was a 1.41 percent increase. 

o 42.8 percent of counties had an increase in their MTSP income limits. 
o The remaining 57.2 percent of counties saw no change.   

• Overall, state and national area median incomes decreased. 
o Nationally, AMI decreased from $65,000 for FY 2012 to $64,400 for FY 2013. 

That’s a 0.9 percent decrease. 
 In metro areas, the AMI decreased by 1.9 percent, going from $67,600 for 

FY 2012 to $66,300 in FY 2013. 
 In non-metro areas, the AMI remained steady at $52,400. 

o At the state level, 74 percent of states’ AMIs decreased and 26 percent 
increased. 
 76 percent of metro areas and 50 percent of non-metro areas had an AMI 

decrease. 
 24 percent of metro areas and 44 percent of non-metro areas had an AMI 

increase. 
 No metro areas remained the same and only 6 percent of non-metro 

areas maintained the same AMI from last year.  
• One question that remained at the time of this recording was what the effective date will 

be for the income limits. 
o HUD has said that the effective date is Dec. 11. 
o The Internal Revenue Service, at the time of this recording, had not said if it will 

use that date. 
• The IRS said on Dec. 11 that it planned to provide guidance in its next LIHC Newsletter.  
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• As soon as we learn something more about the IRS’s effective date, I’ll tweet and send 
an email alert to subscribers. 

• If you’d like to see how your property fairs under the new limits, I encourage you to 
check out the Rent & Income Calculator at www.novoco.com.  

• We updated the calculator with the revised numbers on Friday. 
• It is a convenient tool for determining your property’s rent and income limits. 
• If you have questions about how the 2013 limits might affect your property, I encourage 

you to contact your nearest Novogradac & Company office.  
 
IRS Denies Extension Request for Tax-Exempt-Bond Project 

• In an unusual private letter ruling, the IRS denied a property owner’s request to make a 
late election to use applicable percentage for the month that the tax-exempt bonds were 
issued for the project. 

• The ruling, numbered PLR 201243011, was released to the public in October. 
• According to the ruling, the IRS had no authority to grant an extension to make the 

election because the timing of that particular election is determined by statute, not by 
regulations. 

• The election to lock in the applicable percentage for the month the bonds are issued 
must be made within five days of the end of the month the bonds are issued; otherwise, 
the applicable percentage defaults to the month the building is placed in service.  

• In an era of declining interest rates, you can see how many taxpayers would like to go 
back and select an earlier credit percentage date. 

• An IRS official said the agency was surprised to receive the request because the 
election date was mandated by statute, meaning there was no chance for a positive 
ruling.  

• He added that unlike this one, most negative PLRs are never released to the public and 
are instead withdrawn by the taxpayer who requested the ruling. 

• By contrast, the IRS regularly approves extensions to make the multiple building, credit 
period deferral or minimum set-aside elections. 

• You can read a copy of the PLR online at www.taxcredithousing.com.  
 
  

http://www.novoco.com/
http://www.taxcredithousing.com/
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Wildlife Advocates Urge Extension of Renewable Energy Tax Credits 

• A group comprised of 120 businesses, sportsmen associations and wildlife conservation 
organizations wrote a letter to Congress earlier this month asking legislators to extend 
the production tax credit and investment tax credit.  

• The group argued that support of clean energy resources will  
o sustain communities,  
o combat climate change,  
o create domestic jobs, and  
o promote economic growth, among other things. 

• The letter said that it is equally important to develop these renewable energy sources in 
a way that preserves the surrounding natural habitat.  

• Signatories include the National Wildlife Federation, ConservAmerica, Western Lake 
Erie Waterkeepers and state and local conservation groups. 

• You can read the letter at www.energytaxcredits.com.  
 
Energy Department Calls for PTC Extension  

• Last week Energy Secretary Steven Chu announced seven offshore wind awards for 
projects in Maine, New Jersey, Ohio, Oregon, Texas and Virginia.  

• As part of the Energy Department’s broader efforts to launch an offshore wind industry in 
the United States, these engineering, design and deployment projects will support 
innovative offshore installations in state and federal waters for commercial operation by 
2017. 

• According to a new report commissioned by the Energy Department, a U.S. offshore 
wind industry could  

o support up to 200,000 manufacturing, construction, operation and supply chain 
jobs across the country and  

o drive over $70 billion in annual investments by 2030.  
• The Energy Department reports that last year, land-based wind power represented 32 

percent of all new electric capacity additions in the U.S., accounting for $14 billion in new 
investment.  

• As listeners might suspect, the production tax credit, which is set to expire at the end of 
this year, has been a major driver of this tremendous expansion. 

• In its announcement last week, the Administration called on Congress to extend 
successful clean energy tax credits like the PTC. 

 
SEIA Market Report 

• The Solar Energy Industries Association, or SEIA, last week released its third quarter 
2012 “U.S. Solar Market Insights.” 

• SEIA’s quarterly report identifies and analyzes trends in solar demand, manufacturing 
and pricing by state and market segment.  

• SEIA uses the information to forecast solar energy demand over the next five years.  
• The group found that Q3 2012 was the third largest on record for the U.S. solar industry. 
• The total installed capacity for Q3 2012 included: 

o 119 megawatts in residential solar; 
o 258 megawatts in commercial solar; and  
o 308 megawatts in utility scale solar. 

http://www.energytaxcredits.com/
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• Additionally, they found that solar energy is becoming more affordable and is creating 
jobs. 

o According to the report the average cost of a completed photovoltaic system has 
dropped 33 percent compared to early 2011.  

o Solar panel prices have declined by 58 percent since Q1 2011.  
o The report added that while the price drop is good for the end user, it has 

strained manufacturers worldwide.  
• California, Arizona and New Jersey had the most installed capacity in Q3 also have the 

most installed capacity overall of the states. 
• If you are considering investing in a solar PV project or are developing a solar PV 

project, I invite you to speak with someone from Novogradac & Company.  
• Novogradac has extensive experience with all aspects of renewable energy projects, 

including investment tax credit cost certifications, transaction structuring and financial 
model preparation. 

• You can reach Novogradac’s renewable energy team at 415-356-8000. 
 
Cincinnati Solar Report 

• Turning to Ohio, the Environment Ohio Research and Policy Center has released a 
report on the potential for solar power development in Cincinnati. 

• The report is titled “Building a Solar Cincinnati: How the Queen City Can Harness the 
Sun to Power Its Future.” 

• The report analyzes the current state of energy production in the city and how the city 
can increase solar energy production.   

• The report said that Ohio gets 82 percent of its energy from burning coal, but this could 
be reduced if cities like Cincinnati encourage solar energy development.   

• The report summarizes the city’s current solar status and then suggests ways that it 
could improve. 

o It said that Cincinnati already has 21 solar installations to date and that the city is 
well positioned to become a regional solar hub. 

• In the Cincinnati report, the group recommended that Cincinnati adopt a goal of getting 
at least 10 percent of its power from solar sources by 2030.  

o It said that the city could meet this goal by: 
 Setting a goal of installing 1 megawatt of new solar capacity each year 

during the next decade.  
 Develop and streamline the financing process for municipal installations 

and standardize power purchase agreements, or PPAs, and other third-
party finance procedures. 

 Lobby for virtual net-metering at the state level to open more sites to 
solar.  

 Promote and facilitate solar installations at universities, schools, hospitals 
and municipalities. 

o The group also suggested ways that the city could improve residents and 
businesses access to third-party financing such as partnering with local solar 
companies and financial institutions to increase access to PPAs and leasing 
options.  

• Although this report focused on Cincinnati, incorporating those types of policies could 
improve solar energy use throughout the country.  

• If you’d like to review the report, it can be found online at environmentohiocenter.org.  
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HISTORIC TAX CREDIT NEWS 
 
Federal Agencies Collaborate to Protect Indian Sacred Sites 

• The Advisory Council on Historic Preservation and four cabinet-level departments are 
working together to address the protection and preservation of Indian sacred sites. 

• Earlier this month, the Advisory Council on Historic Preservation entered into a 
memorandum of understanding with the Defense, Interior, Agriculture and Energy 
Departments. 

• The MOU calls for protecting Indian sacred sites as well as improving tribal access to 
them. 

• The council says it expects the tools that will be developed under the MOU to help all 
federal agencies meet the requirements under Section 106 of the National Historic 
Preservation Act. 

o Section 106 requires all federal departments and agencies to consider possible 
adverse effects to historic properties before funding, licensing or initiating 
projects that might harm those sites. 

o For federal undertakings on Indian lands or sacred sites, Section 106 requires 
involvement from tribal officials and notifications of Indian tribes. 

• The MOU will provide a framework for these consultations and will also lead to the 
creation of guidance for management and treatment of sacred sites. 

• The agreement will be in effect for five years. 
• You can find a copy of the MOU online at www.achp.gov.  

 
Missouri Tax Credit Review Commission Prepares New Report 

• After reconvening in September, the Missouri Tax Credit Review Commission held a 
teleconference earlier this month to vote on modifications to its 2010 recommendations 
to the governor. 

• This time, the commission voted 8-6 to recommend that the historic tax credit program 
be capped at $90 million a year. 

• That amount is much lower than the current program cap of $140 million, but higher than 
the commission’s initial recommendation of $75 million in 2010. 

• The commission also voted to recommend a $135 million cap for the state’s low-income 
housing tax credit program, which is now capped at $195 million. 

• The newly adopted recommendations will be incorporated into an updated report for 
Gov. Jay Nixon. 

• The 2010 report spurred a number of tax credit modification bills in the 2011 legislative 
session, but none of the measures passed. 

• When fiscal year 2012 state tax credit redemptions reached $629.3 million, the governor 
called for the commission to pick up where it left off two years ago. 

• The commission’s co-chairs, former State Senate Appropriations Chair Chuck Gross and 
Steve Stogel, who is president of the DFC Group in St. Louis, expected to deliver the 
new report to the governor this week. 

• We will post that report to the Historic Tax Credit Resource Center as soon as it 
becomes available. 

 
 
 
 

http://www.achp.gov/
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New York Historic Tax Credit Expansion Vetoed 
• Last week we told you about a proposal to increase New York state tax credits for 

private sector-driven historic preservation projects that had been delivered to Gov. 
Andrew Cuomo. 

• The bill was approved this summer by the New York State Assembly and New York 
State Senate and would have raised the historic tax credit limit from $5 million to $12 
million.  

• Unfortunately, Governor Cuomo last week chose to reject the bill. 
• Supporters say the bill would have encouraged development of larger historic 

rehabilitation projects, especially in cities such as Buffalo.  
• The Buffalo News reports that an administration source said that “while the governor is 

supportive of expanding the tax credit and the goals of the bill, it’s something he’d like to 
see addressed during the budget process next year rather than outside.”  

• Administration officials said last week that Gov. Cuomo may consider addressing the 
matter in his 2013 budget plan.  
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NEW MARKETS TAX CREDIT NEWS 
 
NMTC Coalition Economic Impact Report 

• The New Markets Tax Credit Coalition last week released a report on the economic 
impact of the new markets tax credit in low-income communities. 

• The report was prepared on behalf of the NMTC Coalition by Rapoza Associates and 
includes data analyzed by Novogradac and Company. 

• The report is the first of its kind to measure the aggregate economic impact of new 
markets tax credit investments over the program’s lifetime. 

• Since the first NMTC investment in 2003, the program has supplied more than $20 
billion in private capital and leveraged another $25 billion from public and private 
sources to finance revitalization projects in low-income communities. 

• The report measured the impact of more than 2,900 new markets tax credit projects and 
discovered four key findings: 

1. New markets tax credit investments have created more than 500,000 jobs across 
the country. 

2. These investments have generated more than $5.3 billion in federal tax revenue 
and more than $3 billion in state and local tax revenue. 

3. The federal tax revenue generated by the investments excedes the cost of the 
program in terms of foregone federal tax revenue. 

4. The investments also created more than 124,000 operational jobs. In 2010 alone, 
investments produced $1.1 billion, offsetting the $720 million cost of the program 
and creating a 50 percent return on investment. 

• The report concluded that, even with the most conservative assumptions about 
generated federal tax revenue, the new markets tax credit program more than pays for 
itself. 

• I encourage you to read the report at www.newmarketscredits.com  
 

 

http://www.newmarketscredits.com/

