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

of House Ways and Means Committee Chairman Dave Camp and Senate Finance Committee 

Chairman Max Baucus’s tax reform tour and the soon-to-be-implemented Basel III regulations. 

In new markets tax credit news, he shares recently released data from the Community 

Development Financial Institutions Fund about NMTC projects through 2011 and an update on 

the NMTC market and credit pricing. In historic tax credit news, he alerts listeners to an 

upcoming meeting of the Advisory Council on Historic Preservation and to an increase in areas 

eligible for the New York historic tax credit. In low-income housing tax credit news, he tells 

listeners about a Novogradac and Company Year 15 webinar and a new bridge and 

construction loan program for multifamily properties in Kentucky. In renewable energy tax credit 

news, he discusses the recently introduced Qualifying Renewable Chemical Production Tax 

Credit Act of 2013 (S. 1267) and an American Council on Renewable Energy study on 

strategies to scale-up renewable energy investment. 

 

 

Summaries of each topic:  
1. General News (2:20 – 5:57) Page 2 

2. New Markets Tax Credits (5:58 – 9:23) Page 3 

3. Historic Tax Credits (9:24 – 13:01) Pages 4-5 

4. Low-Income Housing Tax Credits (13:02 – 15:43) Page 6 

5. Renewable Energy Tax Credits (15:44 – 18:57) Page 7 

   

 
 
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.  
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 GENERAL NEWS 
 
Tax-Writing Chairmen Camp and Baucus Start Tax Reform Tour  

• Yesterday House Ways and Means Committee Chairman Dave Camp and Senate 
Finance Committee Chairman Max Baucus kicked off a tax reform tour of sorts with 
visits to two businesses in the Minneapolis-St. Paul, Minnesota area.   

• First, they visited the 3M Company, a multinational corporation based in Maplewood, 
Minn.  

o With $30 billion in global sales, 3M employs 88,000 people worldwide and has 
operations in more than 70 countries. 

• Then, the chairmen visited Baldinger Bakery, a fourth generation, family-run businesses 
in St. Paul. 

o The bakery was founded in 1888 and has grown over the years into a 
commercial bakery with a state-of-the-art facility that can produce about 65,000 
buns per hour. 

o The bakery also benefited from new markets tax credits.  
o I suggest you check out my tweets to learn more. 

• These visits are the first in a series of trips the chairmen are making to hear directly from 
Americans about their priorities and suggestions related to tax reform. 

 
Regulators Prepare to Implement Basel III  

• Last week, the Federal Reserve Board announced that it had approved a rule 
implementing the Basel III regulatory capital standards outlined by the Basel Committee 
on Banking Supervision.   

• The final rule, which the Federal Reserve developed in conjunction with the Federal 
Deposit Insurance Corporation (FDIC) and the Office of the Comptroller of the Currency 
(OCC), will require banks and other financial institutions to maintain stronger capital 
buffers.   

• Basically, the new rule calls for higher levels of capital and requires that banks and thrifts 
maintain higher levels of common equity as part of that capital.  

• Two changes of interest to listeners were included in the announcement:  
• First, the rule does not contain a provision that was included in the proposed rule, which 

would have implemented a complicated risk-weighting system for residential mortgages 
that could have prompted banks to curtail their affordable home lending.  

• And second, regulators agreed to give smaller institutions an extra year to implement the 
new requirements.  

o For large internationally active banks subject to the “advanced approaches” 
provisions, the rule will be effective on Jan. 1, 2014.  

o Other institutions will begin applying the rules on Jan. 1, 2015. 
• Many of us are trying to figure out what the impact of these rules will be. 
• It certainly will lead to a need for a higher yields for certain types of investments.  

o That’s where we’re trying to understand the full impact. 
• In a blog posting last week, the National Council of State Housing Agencies reported 

that it is studying this rule to determine what impact it will have on housing finance 
agency programs.  

• We’ll continue to monitor the impact it’s likely to have on the tax credit investing 
community, so stay tuned.  
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NEW MARKETS TAX CREDIT NEWS 
 
CDFI Fund Releases Updated Data on NMTC Projects 

• New markets tax credits have been used in more than 2,600 businesses and nearly 
4,000 real estate investments between 2003 and 2011, according to data released last 
week by the CDFI Fund.  

• The updated data includes  
o a summary of NMTC projects financed through fiscal year 2011,  
o a revised report listing all qualified active low-income community businesses 

financed by community development entities through fiscal year 2011 and  
o a map of QALICBs financed by CDEs through fiscal year 2011.  

• The data shows that more than 75 percent of new markets tax credits have been 
invested in census tracts that met one of three indicators of “severe distress,” such as 
lower incomes, higher rates of poverty or higher unemployment rates 

o It’s important to note that these criteria are greater than the minimum 
requirements for the NMTC program. 

• The CDFI Fund reports that new markets tax credits have been invested in every state, 
and in both urban and rural communities.  

o More than 18 percent of the investments through fiscal year 2011 have been 
made in non-metropolitan areas.  

• Of the qualified low-income community investments made through fiscal year 2011  
o 58.6 percent of total were made in real estate development and leasing activities,  
o 38.7 percent were made in operating businesses, and   
o the remaining 2.7 percent were investments in other CDEs.  

• In its announcement of the updated data, the CDFI Fund said the data demonstrates the 
widespread impact of the new markets tax credit, which has been a vital tool for 
economic development in low-income communities across the country.  

• Links to the updated information can be found online at www.newmarketscredits.com or 
www.cdfifund.gov.   

 
NMTC Market Update 

• Let’s consider what Novogradac & Company has learned from community development 
entities and other industry participants about what’s happening in the market. 

• As reported in the July issue of the Novogradac Journal of Tax Credits 
o Tax credit prices are on the rise, with most participants reporting prices between 

the low 70s and mid-80s. 
o Investors report a significant appetite for tax credits. 
o We’ve also heard that debt availability is still limited.  

 Leveraged loans are still in short supply. 
 Some lenders are slowly becoming more active again 

•  many of them regional and community banks. 
o According to our sources, developers are getting more competitive in vying for 

credits, with more and more deals competing for less and less allocation.  
o High credit demand and smaller award sizes on average mean that projects often 

need to involve multiple CDEs. 
• To read the full story, you can access the article online at www.novoco.com/journal. 
• To subscribe to the Novogradac Journal of Tax Credits, you can go to 

www.novoco.com/products or search for Novogradac in the iTunes store.  

http://www.newmarketscredits.com/
http://www.cdfifund.gov/
http://www.novoco.com/journal
http://www.novoco.com/products
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HISTORIC TAX CREDIT NEWS 
 
Advisory Council on Historic Preservation Meeting 

• The Advisory Council on Historic Preservation will hold its next quarterly business 
meeting next Thursday, July 18 at 8:30 a.m.  

• Meeting will be open to the public in the Old Post Office Building in Washington, D.C. 
• The council was formed by the National Historic Preservation Act of 1966 to advise the 

President and Congress on national historic preservation policies and comment on how 
federal actions could affect properties on or eligible for the National Register of Historic 
Places.  

• An agenda for the meeting and more information can be found in the July 1 Federal 
Register notice at www.historictaxcredits.com.  

o Topics on the agenda include a review of the Advisory Council’s legislative 
agenda for the year. 

o I note that committee meetings will be held Wednesday, July 17.  
 Those committee meetings will include a discussion of the federal historic 

tax credit.  
 
New Rule Expands New York State Historic Tax Credit Eligibility 

• Next, we have great news for historic preservation in New York. 
• The New York State Department of Taxation and Finance and the New York State Office 

of Parks, Recreation and Historic Preservation have agreed to an administrative change 
that allows more census tracts to qualify for the 20 percent state historic tax credit. 

• Earlier this year, state lawmakers made several important changes to the New York 
credit.  

o They extended the credit through 2019 and allowed it to be refundable beginning 
in 2015. 

o They also changed the data source for determining a census tract’s eligibility for 
the program. 
 To be eligible, a building must be within a census tract that is at or below 

the state median family income. 
 Until late March of this year, that data was taken from the U.S. Census.  
 Now, eligibility is based on American Community Survey (ACS) data. 
 Because ACS doesn’t publish state median family income figures for 

every county annually, New York State moved to a five-year average of 
the dataset available on a county-by-county basis. 

• Industry experts expressed concern over the change, saying that the American 
Community Survey can have a large margin of error because its sampling size is a lot 
smaller than that of the 10-year census. 

• Historic preservation supporters warned state officials that this change in data source 
and the large margin of error could disqualify many historically significant buildings from 
using the credit. 

• Working with preservation advocates, state officials have decided to apply a margin of 
error to the American Community Survey dataset when determining a tract’s eligibility for 
the state historic tax credit. 

• The margin of error varies widely across census tracts, with numbers as high as 68 
percent for places like downtown Syracuse—where median family income estimates 
could be off by as much as $48,000 in either direction. 

http://www.historictaxcredits.com/
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• Thanks to the new decision, downtown Syracuse is just one of about 150 census tracts 
briefly disqualified for the credit and now eligible again.  

• The new data calculation system went into effect June 21. 
• If you have questions about this change, or using the New York State Historic Tax Credit 

in general, please contact my partner Charlie Rhuda in Novogradac & Company’s 
Boston office.  

  



Summary: July 9, 2013 
 

LOW-INCOME HOUSING TAX CREDITS 
 
Year 15 Webinar on July 26 

• Before I share today’s state-level new from Kentucky, I’d like to invite listeners to sign up 
for an upcoming webinar Novogradac & Company will present about Year 15 issues.  

• On July 26, we’ll present a two-hour session about the challenges and opportunities that 
exist for low-income housing tax credit properties approaching Year 15.  

• The session will feature a live Q&A and will cover topics such as: 
o buyout LP options before or during Year 15  
o exit strategies, including qualified contracts and resyndication  
o options to refinance in Year 15  
o and much more.  

• You can learn more about the agenda online at www.novoco.com/webinars.  
 
New Multifamily Construction and Bridge Loan Available in Kentucky  

• Kentucky Housing Corporation and HOPE of Kentucky have launched a new program to 
provide construction loans and tax credit bridge loans to developers to foster the 
production of affordable rental housing.  

• Kentucky Housing finances statewide construction of affordable rental apartments with 
federal low-income housing tax credits, low-interest loans and tax-exempt bonds.  

• HOPE is a consortium of Kentucky banks that pools loan funds to finance affordable 
rental housing.  

• Under the new program, Kentucky Housing and HOPE will provide construction loans 
and tax credit bridge loans that combine Kentucky Housing's low-interest program funds 
with HOPE’s pooled funds to provide financing at reduced interest rates. 

• To qualify for the program, developments can be either new construction or acquisitions 
with substantial rehabilitation.  

o construction loan guarantees will be required, and  
o tax credit bridge loans are available on a case-by-case basis.  

• Under the new program, the construction loan interest rate will be fixed for up to 12 
months. 

o After that, the rate may be re-set at HOPE’s discretion.  
• The maximum loan amount will be limited by funding availability.  

o For the 2014 LIHTC application round, up to $36 million will be available.  
o Kentucky Housing has committed up to $12 million at 3.5 percent interest rate to 

be leveraged with up to $24 million from HOPE.   
• Applications will be accepted as long as funds are available. 
• To learn more about the loan program go to www.kyhousing.org 

 
 
  

http://www.novoco.com/webinars
http://www.kyhousing.org/


Summary: July 9, 2013 
 

RENEWABLE ENERGY TAX CREDIT NEWS 
 
Sen. Stabenow Introduces Energy Tax Credit Expansion Bill 

• Late last month, Sen. Debbie Stabenow introduced the Qualifying Renewable Chemical 
Production Tax Credit Act of 2013. 

• The proposed bill, S. 1267, would allow renewable chemical producers to be eligible for 
the renewable energy production tax credits that currently available for other renewable 
energy producers. 

o Supporters say this expansion would help commercialize homegrown technology 
and build new bio-refineries in the United States. 

• In a press release Sen. Stabenow said this change would create economy growth, spur 
innovation and create more jobs. 

o In the same press release Biotechnology Industry Organization president and 
CEO Jim Greenwood said the bill would create equality in tax policy and help 
U.S. industrial biotech companies develop new products.  

• A version of this proposal was introduced in Congress in 2012, but died in committee.   
• At the time of this recording, Sen. Stabenow’s bill had been referred to the Senate 

Finance Committee.  
• We will track the status of S. 1267 and post related information online at 

www.energytaxcredits.com.  
 
ACORE Study Highlights U.S. Renewable Energy Investment Strategies 

• In other renewable energy news, the American Council on Renewable Energy, or 
ACORE, recently released a study titled, “Strategies to Scale-Up U.S. Renewable 
Energy Investment.” 

• The study highlights the role of state and federal policies in unlocking private capital for 
financing renewable energy. 

• According to the study, private sector investment in U.S. renewable energy has grown 
significantly in recent years.   

o ACORE reports that in 2012, 49 percent of new electrical generation capacity 
came from renewables, beating out all other energy sources, including natural 
gas. 

• The report attributes this success to two factors:  
1. Alignment of national and state governments behind a common objective  
2. State-level partnerships that leverage public and private resources. 

 The study found that the production and investment tax credits 
complement these market structures well. 

• The study outlined strategies to drive additional private investment, including building on 
existing policy efforts by 

o reinvigorating state renewable energy portfolio standards policies, 
o providing long-term extension of tax credits and 
o making master limited partnerships and real estate investment trusts applicable 

to renewable energy investment.   
• The report’s findings and recommendations come at an important time as Congress 

debates key issues like the production tax credit and master limited partnerships. 
 
 

http://www.energytaxcredits.com/

