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Michael J. Novogradac, CPA, updates listeners about tax extenders hearings and upcoming 

Congressional hearings and discusses the Municipal Bond Market Support Act of 2012. In the 

new markets tax credit section, he reports on potential program regulatory changes and a 

recent report on access to supermarkets in America. He also highlights a bill intended to 

increase low-income housing tax credits available to areas affected by Hurricane Irene and 

Tropical Storm Lee and discusses the U.S. Department of Housing and Urban Development’s 

Unique Building Identifier File and informs listeners about a recent document issued by the 

Internal Revenue Service that addresses the responsibilities of conduit issuers of tax-exempt 

bonds. He wraps up low-income housing tax credit news with the latest development in the 

Texas Department of Housing and Community Affairs’ Fair Housing Act case. Finally, he 

summarizes President Obama’s recent visit to Iowa in support of extending the wind energy 

production tax credit and the 48C advanced energy manufacturing tax credit. 

 

Summaries of each topic:  

1. General News (2:20 – 6:45) Pages 2-3 

2. New Markets Tax Credits (6:46 – 11:30)  Pages 4-5 

3. Low-Income Housing Tax Credits (11:31 – 18:42) Pages 6-8 

4. Renewable Energy Tax Credits (18:43 – 22:13) Pages 9-10 

 

 

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 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 

Reminder About Upcoming Tax Extenders Hearing  

 The U.S. House of Representatives will return from recess on Wednesday, May 30, and 

the U.S. Senate will be in recess until June 4. 

 As I announced last week, the Select Revenue Measures Subcommittee of the House 

Ways and Means Committee will hold a second hearing on tax extenders next week.  

 At the time of this recording, the hearing was not officially scheduled, but reports indicate 

that the hearing is tentatively set for Friday, June 8.  

 June 8, coincidentally, is the second day of the Spring New Markets Tax Credit 

Conference, at which Select Revenue Measures Subcommittee Chairman Pat Tiberi is 

scheduled to give a keynote address.  

 The tax extenders hearing is expected to focus on tax provisions that expired in 2011, 

including the New Markets Tax Credit, as well as those slated to expire in 2012, like the 

wind energy production tax credit. 

 As listeners may recall, on April 26, the subcommittee held a hearing on tax extenders 

that was limited to Members of Congress who had sponsored or co-sponsored 

legislation related to one or more of the expired or expiring provisions.  

o Dozens of lawmakers testified at that hearing or submitted statements for the 

record.  

o Novogradac & Company compiled video clips of statements from that hearing 

related to the new markets tax credit and renewable energy production tax credit 

and posted those clips on the Novogradac YouTube channel.  

 Unlike the previous hearing, next week’s enquiry is expected to feature testimony from 

outside witnesses.  

 This attention to tax extenders is welcome, but most Beltway insiders still predict real 

action will be delayed until after the November elections.  

 As we learn more about the hearing, I will provide updates via Twitter.  

 

Upcoming Congressional Hearings of Note 

 On June 6, the Senate Banking Committee will hold a hearing on the implementation of 

the Dodd-Frank Act. Witnesses are expected to include representatives from the Federal 

Reserve, FDIC, CFPB, OCC and the Treasury Department. 

 On June 7, The House Financial Services Subcommittee on Housing is scheduled to 

hold a hearing on “multi-family housing programs.” 

 

Municipal Bond Market Support Act of 2012 

 Earlier this month Congressmen Tom Reed and Richard Neal introduced legislation that 

they would increase the annual per issuer limit on bank qualified tax-exempt bonds from 

$10 million to $30 million. The bill is H.R. 5705, the Municipal Bond Market Support Act 

of 2012. 
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 So what are Bank Qualified Bonds you ask? Well, in general, if a bank buys tax-exempt 

bonds, then they generally cannot deduct the interest expense incurred to purchase and 

carry the bonds. This provision greatly reduces the attractiveness of tax-exempt bonds 

to banks. 

 A bank qualified bank is a bond wherein the bank still qualifies to deduct the associated 

carrying costs. 

 This means that a tax-exempt bond that is “Bank Qualified” is more attractive to banks, 

and as such, the bonds can be issued at a lower borrowing cost to the ultimate user of 

the bond proceeds. 

 Supporters say that this increase in the bank qualified limit would allow smaller issuers 

greater market access to community banks and could lower debt service costs by as 

much as 50 basis points. 

 The bill would also index the bank qualified limit for inflation. 

o The current $10 million limit has been unchanged since the Tax Reform Act of 

1986. 

 RBC Capital Markets said in a statement that H.R. 5705 appears to have a reasonable 

chance of being passed due to bipartisan support for raising the bank qualified limit. 

 The bill was referred to the Ways and Means Committee shortly after its introduction. 

 If you wish to learn more about bank qualified tax-exempt bonds, or tax-exempt bonds 

more generally, please contact my partner George Littlejohn in our Austin, Texas office.  
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NEW MARKETS TAX CREDIT NEWS 

 

Treasury Working on Regulatory Changes  

 On May 16, the White House released a report entitled “Moving America’s Small 

Businesses & Entrepreneurs Forward.”  

 The report is billed as a comprehensive look at what investments the Obama 

Administration has done to support small businesses.   

 The 87-page report goes into considerable detail, but I thought you might be interested 

in one particular NMTC tidbit that was tucked away on page 14.  

 It is the first public release of information on the matter, or at least the first public release 

that I am aware of. 

 Under the heading “Simplifying Tax Credits” the report says:  

 And I quote 

o “The Treasury Department is working on a set of regulatory reforms to the 

existing New Markets Tax Credit that will make it easier for community 

development entities to attract private sector funds for investment in startups and 

small businesses operating in lower‐income communities. The reforms, which 

are expected to go into effect later this year, will relax the reinvestment 

requirements for community development entities investing in certain operating 

businesses.” 

 The New Markets Tax Credit Working Group has submitted comments to the Treasury 

Department on this topic and we applaud the administration for making progress on 

these improvements.  

 Reinvestment risk is a major concern for investors who make capital contributions into 

CDEs that invest in non-real estate operating businesses.   

o This is because operating businesses typically don’t need investments with a 

seven-year term or longer; these operating businesses typically have a need for 

a much shorter term investment.  

o If an investment is made with a term shorter than seven years, then the CDE 

must be able to reinvest the proceeds of the investment within 12 months.   

o If they are unable to reinvest the proceeds, tax credit recapture may be triggered.   

 The net result is that many investors have favored the simplicity and security of seven-

year real estate NMTC investments.  

 If the revised reinvestment requirements do in fact make it easier for CDEs to invest in 

certain operating business, the changes will be a welcome improvement to the new 

markets tax credit program.  

 To learn of proposed regulations and related program developments as they happen, I 

encourage you to sign up for Novogradac & Company’s free Industry Alert e-mail 

service.  
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 And to learn more about the New Markets Tax Credit Working Group, and how it is 

working to improve and support the New Markets Tax Credit program, I invite you to 

contact my partner Brad Elphick in our Atlanta, Georgia office.  

 

CDFI Fund Releases Report on Supermarket Access  

 On May 17 the Community Development Financial Institutions Fund released a report 

about the access underserved communities have to Super Markets.  

 The study is entitled “Searching for Markets: The Geography of Inequitable Access to 

Healthy & Affordable Food in the United States.”  

 The results reveal that 24.8 million people in the continental United States live in areas 

with limited access to supermarkets.  

 The CDFI Fund commissioned the study from The Reinvestment Fund and will use the 

results as part of a training series for CDFIs.  

 The purpose of the report was to help CDFIs that serve neighborhoods with limited 

healthy food options examine the disparity in access to healthy food for low-income and 

minority populations.  

 The report identified 1,519 communities that  

1. Do not have a supermarket and  

2. Where the unmet demand within the community is large enough to support a full-

service grocery store. 

 Here are a few characteristics of those areas: 

o The average “Limited Supermarket Access” area, or LSA, measures 6.4 square 

miles and a population of 9,000 people. 

o The top three states for LSAs were Pennsylvania, Rhode Island and Louisiana. 

o Of the 8 percent of the nation’s population living in LSAs, 46 percent are low-

income and 39 percent are minorities.  

o And of most interest to our listeners: 60 percent of the LSAs were in areas that 

are eligible for new markets tax credits.  

 The report notes that these low-income, NMTC-eligible LSAs may also be eligible for 

additional federal, state and local economic development programs.  

 The report also includes several charts to determine the store type and size that many 

of the LSAs would be best able to support.  

 The entire report can be found online at the New Markets Tax Credit Resource Center. 

That’s www.newmarketscredits.com.  

  

http://www.newmarketscredits.com/
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LOW-INCOME HOUSING TAX CREDIT NEWS 

 

Senators Propose Expanding LIHTC for Disaster Relief in New York 

 On May 24, Senator Kirsten Gillibrand introduced legislation to increase amount of low-

income housing tax credits available to communities affected by Hurricane Irene and 

Tropical Storm Lee.  

 The low-income housing tax credit has previously been temporarily increased to 

encourage the development of affordable housing to help areas recover from natural 

disasters such as  

o The Gulf Opportunity (GO) Zone along the Gulf Coast following hurricanes 

Katrina and Rita in 2005 and  

o The Midwest Disaster Area following extreme flooding in 2008. 

 Hurricane Irene and Tropical Storm Lee caused widespread flooding across New York, 

North Carolina, New Jersey, Vermont and Massachusetts. 

 The measure currently has two cosponsors:  

o Senators Patrick Leahy and Bernie Sanders, both of Vermont.  

 The bill is S. 3243 and a copy has been posted online at www.taxcredithousing.com.  

 The bill would increase by about $2.15 per capita the LIHTC allocations for 2012, 2013 

and 2014 in the affected areas. 

 

In HUD News 

 On May 22, the Department of Housing and Urban Development’s Office of Policy 

Development and Research posted a new data set to the HUDUSER web site.  

 The data is called the Unique Building Identifier file. 

 HUD says the file is designed to capture the complete inventory of multifamily buildings 

ever subsidized by either HOME fund or the low-income housing tax credit, without 

duplication.  

 The buildings in the file are unique according to their address and are identified by a key 

variable based on the building’s location, the programs under which the building has 

received subsidy, and date on which the subsidy began.  

 HUD says this data set has been requested by organizations interested in preservation 

of the affordable housing stock, and should be useful to researchers. 

 HUD reports the current data file is comprised of addresses from administrative data on 

the HOME program and a roster of LIHTC properties.  

o The HOME program property data dates from the program’s inception in 1992 

until 2012.  

o Data on low-income housing tax credit dates spans years 1987 until 2010 when 

the last roster of properties was made available. 

 The HOME and low-income housing tax credit data files were matched using address 

data validated and standardized through HUD’s Geocode Service Center.  

http://www.taxcredithousing.com/
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 HUD says the file will be updated periodically to improve the quality of the indicator and 

the accuracy of the address data.  

 HUD also says that because errors in the underlying data are expected and can only be 

identified by people with local knowledge, feedback will be essential to improving the 

quality and utility of the data.  

o As such, comments and questions can be directed by e-mail to 

Dwight.M.Jefferson@hud.gov with “Unique Building Identifier Data” in the subject 

line. 

 

TEB Issuer Responsibilities Publication 

 Last week the Internal Revenue Service published a new document called “Your 

Responsibilities as a Conduit Issuer of Tax-Exempt Bonds.” 

 The publication provides state and local governments with an overview about the 

responsibilities of the conduit issuer in regards to tax compliance in conduit financings.  

 “Conduit financing” refers to financial arrangements in which a local or state agency 

issues tax-exempt bonds whose proceeds are used for a specific purpose by an entity 

other than the agency issuing the bonds. 

 The recommendations apply to all issuers of tax-exempt bonds, including housing 

finance agencies.  

 The IRS based its advice on the recommendations of the Advisory Committee on Tax 

Exempt and Government Entities, also known as ACT. 

 A copy of the 14-page report can be found at www.taxcredithousing.com.  

 If you have questions about your responsibilities as a conduit issuer, I encourage you to 

contact George Littlejohn in our Austin, Texas office. 

 

TDHCA Fair Housing Act Lawsuit Update 

 On May 18, the Texas Department of Housing and Community Affairs, or TDHCA, filed a 

proposed remedial plan to address the issues raised in a recent court case. 

 As listeners may recall from my March 27 Tax Credit Tuesday podcast, The Inclusive 

Communities Project claimed that TDHCA’s allocation of low-income housing tax credits 

in Dallas violated the Fair Housing Act.  

 The Dallas Federal District Court ruled on March 20 that under the Fair Housing Act the 

agency’s allocation decisions have had a disparate racial impact, albeit an unintentional 

one. 

 The court gave TDHCA 60 days to submit a remedial plan to address the violations. 

 TDHCA’s proposed Plan focuses on:  

o (1) Giving proposed developments located in defined high opportunity areas the 

greatest incentives allowed by state law; and,  

o (2) Giving developments in Qualified Census Tracts (QCTs) that are part of true 

concerted revitalization plans co-equal incentives. TDHCA envisions that the 

revitalization incentive will set a very high threshold, making it unlikely to yield a 

mailto:Dwight.M.Jefferson@hud.gov
http://www.taxcredithousing.com/
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number of successful applicants in QCTs such that they would perpetuate any 

discriminatory patterns found to have occurred unintentionally. 

 The development and implementation of the Plan and the development of future QAPs 

in accordance with the Plan will be a matter to which the Department, in collaboration 

with Plaintiff, the Department’s oversight bodies and the public, will continue to work to 

develop more nuanced and effective ideas to achieve an optimal dispersion of LIHTC 

developments.  

 In developing this remedial plan for the subject Dallas metro area, the Department 

intends to apply some of these concepts, or similar concepts to the remainder of the 

state;  

o However, certain other regions will need specifically tailored plans due to 

differing demographics and other factors. 

 Because the court case is ongoing, TDHCA is not providing comments on the plan.  

 TDHCA has filed its proposed remedial plan with the Federal Court in Dallas.  

 We will continue to track the case and will report on updates in future podcasts 

 If you have questions about the proposed remediation plan or any other aspect of the 

case, please contact my partner George Littlejohn in our Austin office. 
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RENEWABLE ENERGY TAX CREDIT NEWS 

 

Wind Energy Leaders Meet at White House, Call to Extend Production Tax Credit 

 Last week two Cabinet secretaries met with 14 leaders of the U.S. wind manufacturing, 

construction and development sectors at the White House, according to the American 

Wind Energy Association, or AWEA.  

 The meeting focused on advancing a bipartisan effort to extend the wind energy 

Production Tax Credit before Congress recesses for the summer. 

 AWEA contends such an extension would retain 75,000 domestic jobs and more than 

$15 billion a year in private investment.  

 The PTC has attracted support this year from a broad cross-section of Congress, 

including 21 House Republican cosponsors, and a number of Republican Senators.   

 AWEA reports that wind industry representatives were joined at last week’s meeting by:  

o White House energy adviser Heather Zichal,  

o Energy Secretary Steven Chu,  

o Interior Secretary Ken Salazar, and  

o Deputy Director of the National Economic Council Brian Deese. 

 More information about the meeting can be found online at www.awea.org.  

 

President Obama Calls on Congress to Act on Clean Energy Tax Credits   

 Also last week, as you likely heard on the radio or TV or read in any number of news 

outlets, President Obama traveled to Newton, Iowa where he called for the extension of 

the production tax credit.  

 During his trip to Iowa, the president visited TPI Composites, a company that makes 

blades for wind turbines and employs over 700 people. 

 Speaking about the production tax credit, the president said, quote:  

o "If Congress doesn’t act, companies like this one will take a hit. Jobs will be lost. 

That’s not a guess, that’s a fact. We can’t let that happen." 

 Currently, 20 percent of all the electricity used in the Iowa is generated by wind power, 

and there are currently more wind power jobs in the state than in any other in America. 

 In addition to extending the production tax credit, the president has called on Congress 

to extend and expand the 48C Advanced Energy Manufacturing Tax Credit.  

o Listeners will recall that the Advanced Energy Manufacturing Tax Credit provides 

a 30 percent investment credit to manufacturers who invest in capital equipment 

to make components for clean energy projects in the United States.  

o Under the Recovery Act, $2.3 billion in 48C credits were offered, and the 

program was oversubscribed by more than three to one.  

o The President’s plan calls for an additional $5 billion in credits, which would 

support at least $17 billion in direct investment in clean energy manufacturing 

facilities. 

 

http://www.awea.org/
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Sen. Grassley Responds to the President’s Visit to Iowa   

 Following the president’s visit to his home state, Senator Chuck Grassley issued a 

statement calling for the president to support an extension of the production tax credit by 

working with Congress to pass a larger tax extenders package.  

 In his statement, Grassley noted that there is strong bipartisan support in both the House 

and the Senate for extending the wind energy tax credit.  

 In fact, Senator Grassley introduced a bill with bipartisan co-sponsors in March to extend 

the PTC.  

 However, Sen. Grassley noted that the provision is hung up in the lack of a way forward 

on dozens of expiring tax provisions.   


