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Michael J. Novogradac, CPA, discusses an important update on the implementation of 

the Volcker Rule and a key congressional hearing that will address tax extenders. In the low-

income housing tax credit section he discusses HUD’s announcement that it has designated 

new qualified census tracts or QCTs for 2013 and reviews the findings of a GAO report about 

the housing choice voucher program. In the renewable energy segment, he discusses an 

oversight committee hearing that examined tax incentives for renewable energy. Then he 

shares some positive comments made by Senator Carl Levin in support of the PTC. In the 

historic tax credit discussion, he provides update on the proposed Pennsylvania state historic 

tax credit. And finally, in the new markets tax credit discussion, he shares state level updates 

from Florida and Missouri.  

 

Summaries of each topic:  

1. General News (1:52 – 9:21) Pages 2-4 

2. Low-Income Housing Tax Credits (9:22 – 13:52) Pages 5-6  

3. Renewable Energy Tax Credits (13:53 – 16:45) Page 7 

4. Historic Tax Credits (16:46 – 18:20) Page 8 

5. New Markets Tax Credits (18:21 – 20:01)  Page 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, 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 e-mail to cpas@novoco.com.   
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GENERAL NEWS 
 
Volcker Rule Update 

 We start with some clarification as to the implementation of the Volcker rule.   
 Under the Volcker rule, banks face restrictions on their ability to invest in Private Equity 

Funds.   
 They are also limited in their ability to sponsor and provide credit and other services to 

such funds.   
 The limitations of the Volcker rule may also be extended to nonbank institutions that are 

designated as Systemically Important Financial institutions or SIFIs.     
 As such, the Volcker rule is a concern for any company seeking to raise equity to invest 

in affordable housing, community development, historic preservation and renewable 
energy. 

 Under the statute as enacted back in 2010, the Volcker Rule becomes effective on July 
21, 2012, even if implementing regulations are not issued.   

 In recent weeks and months, it has become ever clearer, that implementing regulations 
will not be issued by the July 21, 2012 statutory effective date of the Volcker Rule.  

 The good news is that the Volcker rule, as enacted two years ago, does provide a two 
year “Conformance Period” that gives banking entities until July 21, 2014, to conform 
their activities to the limits and requirements of the Volcker Rule. 

 However, last November, in the preamble to proposed implementing regulations, 
regulators said that banking entities would be expected to conform fully all activities and 
investments to the requirements of the proposed guidance, and I quote “as soon as 
practicable” within the two year conformance period.  

 Now, with the start of the two year conformance period rapidly approaching, the phrase 
“as soon as practicable” raises concerns as to how quickly banking entities may need to 
conform any prohibited activities to the Volcker Rule, and whether banking entities are 
allowed to make new investments during the Conformance Period.   

 There are also concerns as to how quickly banking entities need to comply with 
additional reporting and recordkeeping requirements as well as with a compliance 
program mandate suggested in the proposed rules. 

 Which brings us to the welcomed new guidance.   
 Under the new guidance, numerous law firms are telling their clients that while the 

language of the Guidance is not precise, they believe that banking entities that were 
engaged in the activity of sponsoring, managing or investing in private equity funds may, 
YES MAY, continue to hold existing investments and make new investments in such 
funds and may also continue to sponsor such funds during the Conformance Period. 

 Furthermore, they believe that banking entities may also continue to extend credit and 
engage in other covered transactions with sponsored funds in accordance with Sections 
23A and 23B of the Federal Reserve Act, without regard to the so-called “Super 23A” 
provision of the Volcker Rule. 
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 Law firms are also cautioning their clients that these activities will need to be brought 
into conformance with the Volcker Rule by July 21, 2014, unless, of course, the 
Conformance Period is extended.  

 So what is the catch?  
 Well, banking entities are expected to engage in “good-faith” efforts, appropriate for their 

activities and investments, to enable them to conform all their activities and investments 
to the Volcker Rule and the final implementing rules by “no later than” (that’s right, no 
later than) the end of the Conformance Period.  

 These efforts include evaluating the extent to which the banking entity is engaged in 
activities and investments that are covered by the Volcker Rule, as well as developing 
and implementing a conformance plan that is “as specific as possible” as to how the 
banking entity will fully conform all its activities and investments by the July 21, 2014 
deadline.  

 Good-faith conformance efforts will also include complying with reporting or 
recordkeeping requirements if such requirements are included in the final implementing 
regulations and the regulators determine that such actions are required.  

 It is an open question as to how regulators will interpret the “good faith” and “no later 
than” requirements as they assess banking entities compliance with the Volcker Rule 
conformance period.   

 Initial response so far has been that the regulators’ decision is a good step, but not good 
enough to address all the concerns of the affected entities.   

 Congressman Barney Frank, Ranking Member of the House Financial Services 
Committee, had called on regulators to issue formal guidance on the rule’s 
implementation, specifically for the period between the July 21st deadline and the date 
on which a final rule is issued. 

 Last week he released a statement calling the new guidance an appropriate and 
reasoned approach.  

 
House Ways and Means Committee Hearing on Tax Extenders 

 Congressman Pat Tiberi, Chairman of the House Ways & Means Subcommittee on 
Select Revenue Measures, will hold a hearing this week on House member proposals 
related tax extenders.   

 For purposes of this hearing, a tax extender is a tax provision that either expired in 2011 
or will expire in 2012.  

 The hearing will take place this Thursday, April 26 at 10:00 a.m. 
Oral testimony at the hearing will be limited to House members.   

 And more particularly, to House members who, as of April 25, have either introduced or 
co-sponsored legislation related to tax extenders.  

o However, any individual or organization not scheduled for an oral appearance 
may submit a written statement for consideration by the Committee and for 
inclusion in the printed record of the hearing. 
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 In announcing the hearing, Chairman Tiberi said, “As Chairman Camp and I stated last 
month, the Ways and Means Committee is engaged in a process to review dozens of tax 
provisions that either expired last year or expire this year.  This hearing provides a 
formal opportunity for the Subcommittee to hear from our House colleagues about the 
merits of extending – or not extending – many of these tax policies.”  

 This hearing will be an interesting look into what lies ahead for tax extenders.  
o We expect to hear testimony about the importance of extending the New Markets 

Tax Credit, as well as the wind energy production tax credit. 
o For our affordable housing listeners, while extension of the 9% tax credit floor is 

the number one legislative initiative for 2012, it technically does not expire until 
2013, so it is not a tax extender eligible for testimony. 

 I will report on developments from the hearing in next week’s podcast. 
 Before then, you can follow me on Twitter for breaking news, as it develops, during the 

hearing.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
HUD Announces QCTs for 2013  

 Last week the U.S. Department of Housing and Urban Development announced that it 
has designated qualified census tracts or QCTs for 2013 for purposes of the low-income 
housing tax credit.  

 HUD based the 2013 QCTs on new data from the 2010 Decennial Census and the 2006-
2010 tabulations of the American Community Survey.  

 This is the first time since 2007 that the QCTs have changed substantially.  
 HUD is making the designation of QCTs for 2013 earlier than it has in recent years to 

provide more time for the public to adjust to the revised list. 
 This is because QCTs have not changed substantially since 2007, and because the 

boundaries and numbering of census tracts established for the 2010 Decennial Census 
may differ from those established for the 2000 Census, upon which past QCT 
designations were based.  

 However, the effective date of the revised list of QCTs will still be the beginning of 
calendar year 2013.  

 The 2012 difficult development areas or DDAs designated in the October 27, 2011 
Federal Register remain in effect. 

 Novogradac & Company is reviewing the updated designations and I will report in next 
week’s podcast on any trends or other notable findings in the new designations.  

 For more information about QCTs transition rules, I encourage you to contact my partner 
Jim Kroger in our San Francisco office.  

 
GAO Report on Housing Choice Vouchers 

 The Government Accountability Office last week released a report on the U.S. 
Department of Housing and Urban Development’s housing choice voucher program.  

 The report, called “Housing Choice Vouchers: Options Exist to Increase Program 
Efficiencies.”  

 The report  
o addresses the program’s cost growth and how HUD is attempting to control it,  
o and analyzes options to cut costs and/or create efficiencies.  

 The GAO interviewed officials from HUD, industry groups and 93 housing finance 
agencies. 

 The GAO found that housing agencies expenditures for the voucher program increased 
29 percent (before inflation) between 2003 and 2010. 

 The report said that although HUD and Congress have been working to limit the cost 
increases, more can be done. 

 The GAO recommended that HUD determine what level of reserve housing agencies 
should maintain and reduce future budget requests by the excess reserves and consider 
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proposing options for simplifying program administration changes to the administrative 
fee formula.  

 HUD reviewed the report and addressed several issues in its response.  
o The agency expressed concerns that the discussion of outlay growth could be 

misleading because it only reflects a 2005 change in the program’s disbursement 
policy, several of the GAO’s suggestions address aspects other than its stated 
purpose of streamlining the program, and the GAO understates the effect of 
changes in state level assistance.  

o HUD also had concerns about the program reserve issues that the GAO raised, 
specifically that the reserve discussion could be misleading, the GAO did not 
address HUD’s ongoing efforts to address reserve accumulation and the report 
did not mention that HUD provides quarterly reports on reserve levels to the 
Congressional Budget Office. 

 The GAO’s report, including HUD’s response can be found online at 
www.hudresourcecenter.com.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Oversight Committee Holds Hearing on Energy Tax Incentives 

 Last week the Committee on Science, Space, and Technology’s Subcommittee on 
Investigations and Oversight and the Subcommittee on Energy and Environment held a 
joint hearing titled, “Impact of Tax Policies on the Commercial Application of Renewable 
Energy Technology.”  

 The purpose of the hearing was to examine recently expired, current, and proposed 
renewable energy tax incentives, and their impact on the commercial application of 
renewable energy technologies. 

 During the hearing lawmakers and witnesses spoke at length about renewable energy 
programs, including the renewable energy investment tax credit, production tax credit 
and Section 1603 cash grant.  

 A variety of opinions were expressed ranging from harsh criticism of, to ardent support 
for, renewable energy tax incentives.  

 Little or no concrete action is expected to arise from this hearing. 
 However, some of the negative assessments of renewable energy tax incentives serve 

as an illustration of the challenges that await supporters of both the production tax credit 
and the Section 1603 cash grant exchange program, as they rally for an extension.  

 Copies of the written testimony from the hearing can be found online at 
www.novoco.com.  

 
Senator Carl Levin Voices Support for PTC Extension   

 Also last week, Danotek, a manufacturer of generators and power converter systems for 
the wind energy market, hosted Senator Carl Levin, along with Rob Gramlich, Senior VP 
of Public Policy of the American Wind Energy Association at its office and manufacturing 
facility.  

 Senator Levin is brothers with Representative Sander Levin, the Ranking Democrat on 
the House Ways & Means committee. 

 Senator Levin toured the facility and discussed an extension of the PTC, among other 
things.  

 In a press release, the company reports that Senator Levin said quote,  
o "I want to stress the importance of tax credits in green energy's future in America 

and the world. Companies like Danotek can be suppliers in this global effort, and 
if we don't support them, we are going to lose an awful lot of great jobs in 
Michigan. Danotek's got some great innovators and good investors, but it also 
needs some good public support. That's what we're going to work on in 
Washington."  

 As listeners know, the PTC is set to expire on December 31, 2012.  
 So stay tuned.  
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HISTORIC TAX CREDIT NEWS 
 
Update on Pennsylvania HTC Bill 

 In an update on a topic we discussed in the April 10th podcast, I want to alert listeners 
that Preservation Pennsylvania has published an overview of the Historic Preservation 
Incentive Act known as Senate Bill 1150.  

 As regular listeners may recall, lawmakers in Pennsylvania are considering legislation 
that would create a state historic tax credit, making Pennsylvania the 31st state to 
establish this type of program.  

 Under Senate Bill 1150, $10 million in tax credits could be granted in any fiscal year. 
 The tax credit could cover up to 25 percent of qualified expenditures to renovate historic 

structures. 
 SB 1150 was recently passed by the Senate and has now moved over the House for 

consideration.  
 Listeners in Pennsylvania should note that the Pennsylvania House is in recess until 

April 30, which makes this week a good time to meet with state legislators while they are 
conducting in-district visits.   

 If your state legislator is a member of the state House Finance Committee, you can 
review the overview document before talking to them about the program.   

 The overview is available at www.preservationpa.org.  
 For questions about state historic tax credits, feel free to call one of my partners. Charlie 

Rhuda is in our Boston Office and Tom Boccia is in our Cleveland office. 
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NEW MARKETS TAX CREDIT NEWS 
 
State NMTC Update  
 
Florida  

 Last month, Florida Gov. Rick Scott signed H.B. 7087 into law.  
 The bill increases the amount of credits available under the state’s New Markets 

Development Program.  
 The amount of credits available under the program is now $163.8 million 
 The measure and sets a yearly cap of $33.6 million.  
 The changes to the state’s New Markets Development Program will go into effect on July 

1.  
 
Missouri  

 Meanwhile, in Missouri lawmakers are considering a bill that would remove the 
moratorium on the state’s New Markets tax credit program.  

 Currently, under a provision of the New Markets tax credit program, no new equity 
investments may be accepted after July 1, 2010, unless the general assembly adopts a 
concurrent resolution authorizing the Department of Economic Development to approve 
investments for the program and specifying the amount of tax credits available for the 
next fiscal year.  

 Missouri House Bill 1593 would repeal this provision, so that taxpayers may again make 
new equity investments under the program.  

 The Missouri House passed the bill on April 2 and it was taken up by a Senate 
committee on April 5.  

 I will report on the progress of the bill in a future podcast.  
 In the meantime, to learn more about state new markets tax credits, go to 

www.newmarketscredits.com.  
 If you have questions about the new markets tax credit in your state, call my partner 

Brad Elphick in our Atlanta office, or try a Novogradac location near you.  
 


