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Michael J. Novogradac, CPA, discusses two exciting Novogradac & Company additions. He 

shares recent developments on the prospects for passage of federal tax legislation before the 

November elections. He then reviews several Congressional hearings, including last week’s 

hearing on federal support for financial institutions and the Volcker Rule, Treasury official 

confirmation hearings and a hearing planned for this week about tax-exempt entities in the 

context of tax reform. In the new markets tax credit discussion, he shares two updates related to 

the new eligible census tract data released for the new markets tax credit program and an item 

of interest   regarding Oregon’s newly enacted state new markets tax credit. In the low-income 

housing tax credit section, he discusses the status of fiscal year 2013 Section 8 project-based 

funding and a funding opportunity announced recently by the Federal Home Loan Bank of San 

Francisco. Finally, in the renewable energy segment, he discusses President Obama’s recent 

call for Congress to extend the production tax credit.  

 

Summaries of each topic:  
1. General News (1:55 – 9:55) Pages 2-4 

2. New Markets Tax Credits (9:56 – 13:18)  Pages 5-6 

3. Low-Income Housing Tax Credits (13:19 – 16:50) Pages 7-8 

4. Renewable Energy Tax Credits (16:51 – 17:55) 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 
 

News from Novogradac & Company  
• I’d like to start this week with two brief announcements about two exciting developments 

at Novogradac & Company.  
• First, I’m pleased to announce that Novogradac & Company LLP will open an office in 

Bellevue, Washington on June 1.  
o This brings our number of nationwide offices to 14.  
o Leading our Seattle metro office will be my partner Robert Thesman who has 

been with the firm since 1996, and our colleague Thomas Stagg, who will direct 
the office’s day-to-day operations.  

• And second, I’d like to announce the release of the Novogradac Journal of Tax Credits 
iPad application.  

o The iPad version of the magazine features all the content from the print edition of 
the Journal of Tax Credits as well as bonus content, such as interactive features, 
additional photos and video and audio content.  

o The Journal of Tax Credits app contains a free sample issue, so go to the App 
Store and check it out.  

 
The Prospects of Federal Tax Legislation before the Election 

• House Republicans announced this week that they plan to unveil legislation this summer 
that would extend the 2001 and 2003 tax cuts through at least 2013.   These tax cuts are 
scheduled to expire December 31 of this year.  House Speaker John Boehner said 
House Republicans have not yet decided whether they will vote on a one year measure, 
or a permanent extension of the tax cuts. Speaker Boehner also said he would like to 
see comprehensive tax reform, including lowering the top corporate tax rate to 25 
percent, and eliminating several tax expenditures.  

• In case you are wondering, Speaker Boehner did not identify any specific tax 
expenditures that should be eliminated. 

• On the tax extenders front, we hear that Senate Finance Committee staffers are working 
on the details of a pre-election tax extenders bill.  Such a bill is not expected to include 
all tax extenders, and the future of a pre-election tax extenders bill in the Senate is 
highly dependent on the ability of Chairman Baucus and Ranking Member Hatch to 
agree as to which extenders to include, and how to pay for an extenders bill.   

• We do hear that any such extender bill is likely to include an extension of the new 
markets tax credit and the wind production tax credit. 

 
Turning to Congressional Hearings 

• Last week the Senate Banking Subcommittee on Financial Institutions held a hearing 
that featured Paul Volcker, former chairman of Board of Governors of the Federal 
Reserve System for whom the Volcker rule was named.  
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• During the hearing, Senator Jeff Merkley asked about the impending deadline for 
regulators to implement the Volcker rule.  

o Former Chairman Volcker expressed some confusion regarding regulators’ plans 
but stated that he believed they were still working to meet the July deadline.  

o He also expressed concerns about a legal interpretation he had heard about that 
would allow financial institutions to continue proprietary trading after the July 
deadline, which he described as a quote “very strange reading of the law.”  

• Later during the hearing James Roselle, the associate general counsel for Northern 
Trust Corporation, discussed his organization’s concerns about what they consider to be 
the overly-broad definition of “covered fund” and the impact that so-called “Super 23A” 
prohibitions will have on their ability to provide banking services.  

o Mr. Roselle testified that the proposed rule unnecessarily includes a broad range 
of funds that banking entities will be restricted from sponsoring or investing in.  

o Specifically, he noted that the definition of “covered fund” would capture many 
funds that do not have traditional hedge fund or private equity fund 
characteristics.  

o This definition is important because, if a bank is deemed to be a “sponsor” or 
“adviser” to a “covered fund,” then under the proposed rule the bank is prohibited 
under the Super 23A requirements from providing any credit whatsoever to the 
fund. 

• If you’re interested in hearing or reading more about this hearing, copies of the 
witnesses prepared remarks and a video replay of the hearing can be found online at 
banking.senate.gov.  

 
Treasury Confirmation Hearings 

• Last week the Senate Finance Committee held a hearing to consider the nominations of 
several Treasury officials, including  

o Mark Mazur to be the Assistant Treasury Secretary for Tax Policy,  
• Mark Mazur is currently the Deputy Assistant Treasury Secretary for Tax Analysis.   

o Between 2001 and 2009, he was Director of Research, Analysis and Statistics of 
Income for the Internal Revenue Service.   

o During the Clinton Administration, Deputy Assistant Secretary Mazur was a 
Senior Director at the National Economic Council and a Senior Economist at the 
Council of Economic Advisors.   

• As Assistant Secretary, Mr. Mazur would direct the Office of Tax Policy’s efforts to 
develop and implement tax policies and programs. 

• In a statement at his confirmation hearing, Mr. Mazur testified that tax reform and fixing 
and closing the “tax gap” would be key priorities if he is confirmed.  

• A video replay of the hearing and a copy of his prepared remarks can be found online at 
finance.senate.gov.   
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Ways and Means Oversight Subcommittee Hearing 
• Looking ahead to this week, the Ways and Means Oversight Subcommittee will hold a 

hearing examining operations and oversight of tax-exempt organizations.  
• The hearing is being billed as the first in a series of hearings by the Subcommittee on 

Oversight on the tax-exempt sector and IRS oversight of tax-exempt activities.   
• The hearing will take place on Wednesday, May 16.  
• In announcing this hearing, Chairman Boustany said:  

o “Oversight of the tax-exempt sector is an important priority for the Subcommittee, 
and it has been an area that both Republicans and Democrats agree needs 
greater attention … This review allows us to examine the state of the tax-exempt 
sector, as it currently exists today and consider this information as we continue 
the Committee’s efforts toward comprehensive tax reform.”  

• As with respect to other congressional hearings on tax reform, this hearing is important 
because members of congress are continuing to develop their thoughts on tax reform.  
Tax reform, however defined and implemented, will alter the manner in which federal 
income taxes are borne by various industries and types of taxpayers. As one looks at the 
impact of tax reform on tax-exempt entities, consideration will certainly be given to the 
revenue loss that occurs by allowing certain activities to be operated on a tax-exempt 
basis as compared to the community benefits generated.  And in a deficit reduction, 
revenue hungry, Congress, limitations on the activities of tax-exempt entities is certainly 
a possibility. 

• Tune in again next week to hear about any notable developments from this hearing in 
the May 22nd podcast.  

• Also on Wednesday May 16th, as mentioned in last week’s podcast a House Financial 
Services subcommittee is holding a hearing on the Impact of the Dodd-Frank Act on 
Systemically Important Financial Institutions.  

• We will report on this hearing in next week’s podcast.   
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NEW MARKETS TAX CREDIT NEWS 
 

• I have two updates on a major news item from last week’s podcast.  
• First, Novogradac & Company has confirmed that the transition rules that the CDFI Fund 

provided for the use of the old or new Census data also apply to the use of the old high 
migration rural counties.  

• The American Jobs Creation Act of 2004 amended the definition of low-income 
communities for the new markets tax credit program to include, among other things, 
census tracts in High Migration Rural Counties with a median family income at or below 
85 percent of the applicable area median family income.  

• A High Migration Rural County is any county, which, during the 20-year period ending 
with the year in which the most recent census was conducted, has a net out-migration 
of inhabitants from the county of at least 10 percent of the population. 

• According to the confirmation we received, a CDE that has been awarded NMTC 
allocation authority in the 2011 round or earlier can use the same timelines to qualify 
potential investments for the high migration rural counties as the other census tract data.  

• QLICIs closed before May 1, 2012 must use 2000 Census data for determining low-
income community eligibility. 

• QLICIs closed between May 1, 2012 and June 30, 2013 may use either the previous list 
of high migration rural counties, or the new list that was released on May 1.  

• QLICIs closed on or after July 1, 2013 must use the updated high migration rural 
counties list.  

 
LIC Representative  

• On a related note, Novogradac & Company has also sought guidance from the CDFI 
Fund regarding the timing for ensuring that Low Income Community representatives on a 
CDE’s governing or advisory board continue to be accountable after the transition period 
ends on July 1, 2013.  

• For example, if a board member qualified as a Low Income Community representative 
based on their home address in a 2000 census low-income census tract, but that tract is 
no longer qualified based on the new eligibility data, is that board member no longer a 
qualified Low Income Community representatives as of July 1, 2013?  

• We will report any clarification from the CDFI Fund as soon as it is available.  
• In the meantime, if you have questions about the transition period and how it will affect 

your new markets tax credit transactions or advisory board, please contact my partner 
Brad Elphick in our Atlanta office.  

 
Oregon NMTC Program 

• Long-time listeners may recall that last year Oregon’s legislature enacted a state new 
markets tax credit.  
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• For anyone interested in participating in the program, Business Oregon has posted a 
draft Oregon Administrative Rule for the program.  

o The public comment period ends May 22, 2012 
o The rule will be made final June 1, 2012.  
o To access the proposed rule and learn how to submit comments, go to 

www.oregon4biz.com.  
• For questions about the Oregon NMTC program, contact my partner, Nicolo Pinoli, in our 

Portland, Oregon office. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Section 8 Funding Update 

• As reported by Enterprise Community Partners’ Peter Lawrence in the May issue of the 
Novogradac Journal of Tax Credits, the Senate Appropriations Committee recently voted 
to increase Section 8 project-based funding for Fiscal Year 2013, contrary to the 
Obama’s Administration’s proposed budget.  

• The committee voted to increase Section 8 project-based funding by $536 million more 
than the fiscal year 2012 level, which is roughly $1.1 billion more than the 
Administration’s budget request.   

• By voting to pass this increase, the committee rejected the Administration’s proposal to 
short-fund some Section 8 contracts 

• Listeners may recall the proposal was suggested as a way to achieve short-term budget 
savings.   

• In rejecting the administration’s proposal, Chair and Ranking Member of the 
Transportation, Housing and Urban Development and Related Agencies Subcommittee, 
Patty Murray and Susan Collins said quote 

o “the policy of short-funding contracts devised to keep the program within budget 
jeopardized the Department's credibility, created unnecessary administrative 
inefficiencies and reduced investor confidence." 

• The Affordable Housing Tax Credit Coalition was one of a number of other advocacy 
groups that oppose this proposal and as such, the Coalition welcomed the 
Appropriations Committee’s vote and the statement by Senators Murray and Collins.   

• However, it should be noted that a long road lies head for fiscal year 2013 appropriations 
legislation, and it’s widely expected that continuing resolutions will be used to fund the 
government between October 1st and mid-November. 

• So stay tuned.   
• And in the meantime, to read more about the funding levels passed by the Senate 

Appropriations Committee on April 19, check out the May issue of the Novogradac 
Journal of Tax Credits.  

• And, as noted earlier in this podcast, the May issue is also available for download on 
your iPad. 

 
Predevelopment Funding News 

• The Federal Home Loan Bank of San Francisco last week announced that it is accepting 
grant applications from its member financial institutions for its 2012 Access to Housing 
and Economic Assistance for Development Program (AHEAD).  

• The AHEAD program supports targeted economic development initiatives and affordable 
housing projects during their critical conception and early development stages.  

• The 2012 application deadline is June 1, 2012. 
• A total of $1 million dollars is available. 
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• Individual grants range between $20,000 and $50,000.  
• For more information, contact Mary Long at (415) 616-2556 or longm@fhlbsf.com.  
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RENEWABLE ENERGY TAX CREDIT NEWS 
 

President Obama Calls on Congress to Extend the PTC  
• Last week, President Obama called on Congress to act on a “To Do List” of items that he 

said will create jobs and help restore middle class security.  
• The list was comprised of five initiatives that the White House says have bipartisan 

support.  
• Number four on list was “Create Jobs By Investing In Affordable Clean Energy.”  
• More specifically, President Obama proposed extending the renewable energy 

production tax credit and expand the 30 percent tax credit for investments in clean 
energy manufacturing, known as the 48C Advanced Energy manufacturing Tax Credit. 

• President Obama’s list of To Do’s also included a 10 percent income tax credit for 
businesses that create new jobs or increase wages in 2012 as well as extending 100 
percent bonus expensing for assets placed in service during 2012. 
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