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Michael J. Novogradac, CPA, alerts listeners to a continuing resolution for the fiscal year 2013 

budget and a new Gang of Six in Washington, D.C. In low-income housing tax credit news, he 

covers two Government Accountability Office reports, one on the Community Reinvestment 

Act’s effect on low-income housing tax credit investment and one on collaboration of federal 

housing assistance programs. Additionally, he addresses an expansion of the Multifamily Low-

Income Housing Tax Credit Pilot program and the 2013 Difficult Development Areas. In new 

markets tax credit news, he discusses final rules for non-real estate investments and the 

amount of credits requested during the 2012 application round. In historic tax credit news, he 

announces the winners of the 2012 J. Timothy Anderson Awards for excellence in historic 

preservation. In renewable energy tax credit news, he discusses an act to extend master limited 

partnerships to renewable energy projects and a recent Congressional Service Research report 

on energy tax policy. 

 

Summaries of each topic:  
1. General News (2:20 – 4:50) Page 2 

2. Low-Income Housing Tax Credits (4:51 – 16:22) Pages 3-5 

3. New Markets Tax Credits (16:23 – 22:33) Page 6-7 

4. Historic Tax Credits (22:34 – 24:04) Page 8 

5. Renewable Energy Tax Credits (24:05 – 28:10) 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 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 
 
Budget  

• Last week, President Obama signed the six-month continuing resolution that Congress 
passed before adjourning earlier this month.  

• The continuing resolution provides funds for government agencies until March 27, 2013. 
• Fiscal year 2013 began yesterday, Oct. 1.  
• The continuing resolution is based on a total annual spending level of $1.047 trillion, 

which comes to an increase in funding by 0.6 percent for all federally funded programs 
• Congress may decide to continue its work on final FY 2013 appropriations legislation 

during the lame duck session that will take place after the election but that’s unlikely.   
• Because the resolution provides six months of funding, Congress will have the 

opportunity to focus on other issues, such issues related to the looming fiscal cliff.  
 
New Gang of Six 

• Speaking of the so-called fiscal cliff, reports suggest that a new Gang of Six has formed 
in Washington, D.C.  

• Roll Call, which calls itself the newspaper of Capitol Hill, reported last week that the 
group includes Senators Kelly Ayotte, John McCain and Lindsey Graham.  

• These senators have vowed to find a "balanced" package to avert the year-end budget 
cuts required by sequestration.   

• More than $100 billion in spending cuts are scheduled to kick in next year unless 
lawmakers take action to change the law. 

• These three Republican Senators are most focused on cuts to defense. 
• Democratic Senators Jeanne Shaheen, Sheldon Whitehouse and Carl Levin are also 

listed in the Roll Call article.  
• The paper reports that in an interview earlier this month, Senator Graham reiterated his 

support for a long-term deficit plan based on the principles outlined by the Simpson-
Bowles commission, in which the elimination of credits and deductions within the tax 
code would be used to help lower marginal tax rates and contribute to balancing the 
budget. 

• They would be used to broaden the base and lower the rate but would also raise some 
additional taxes. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
GAO Report on CRA and LIHTCs 

• The Government Accountability Office or GAO last week issued a report about two of my 
favorite topics: the Community Reinvestment Act and the Low-Income Housing Tax 
Credit program. 

• The report examines the effect that the Community Reinvestment Act, commonly 
referred to as CRA, has on LIHTC investing.  

• The GAO  
o reviewed academic articles, industry reports and documentation from federal 

agencies,  
o surveyed state housing finance agencies,  
o and interviewed officials from  

 the IRS,  
 Department of Housing and Urban Development,  
 Board of Governors of the Federal Reserve System,  
 Federal Deposit Insurance Corporation,  
 Office of the Comptroller of the Currency,  
 state HFAs,  
 private sector market participants  
 and academic researchers. 

• The GAO found that, while CRA should increase investor demand for LIHTCs, it was 
difficult to quantify CRA’s influence on LIHTC investments.  

• The GAO cited several reasons for the difficulty, including the qualitative nature of the 
CRA test, which makes it impossible to link regulatory ratings to banks’ LIHTC 
investments.  

• The agency said that while a bank’s LIHTC investments are included in its CRA 
examination narrative, the performance evaluation does not list qualified investments 
individually.  

• Additionally, quantifying banks potential demand for LIHTCs in specific geographic 
regions is complicated because banks assessment areas are not considered to the 
same degree in their CRA examinations.  

• The agency also said that using price per credit to determine demand is flawed because 
it is subject to misinterpretation.  

o This is because the credit price is influenced by many factors, including tax and 
regulatory benefits and project risks.  

• The GAO went on to say that although empirical data about CRA’s influence on LIHTC 
investments is not available, academic researchers, federal officials, and LIHTC market 
participants, and HFAs cite it as a factor that increases bank demand for LIHTC 
investment. 

• I encourage you to check out the full report on the Affordable Housing Resource Center 
at www.taxcredithousing.com.  

• The report contains a lot of information about the GAO’s findings and the challenges it 
encountered during its examination. 

• Send comments to cpas@novoco.com. 
 
 
 

http://www.taxcredithousing.com/
mailto:cpas@novoco.com
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HUD Expands LIHTC Pilot Program 
On Sept. 18, the U.S. Department of Housing and Urban Development’s Office of 
Housing announced a nationwide expansion of the Multifamily Low-Income Housing Tax 
Credit Pilot program 

• The program is designed to test streamlined approval processes for the purchase or 
refinancing of LIHTC properties.  

• Offices in Atlanta, Denver, Fort Worth, San Francisco and Seattle have joined the four 
original pilot processing offices in Boston, Chicago, Detroit and Los Angeles.  

• HUD says projects not located in the jurisdictions of the nine pilot processing offices will 
be assigned to one of those offices for underwriting.  

• HUD also said it plans to begin qualifying additional multifamily accelerated processing, 
or MAP, lenders this month through a second lender selection process. 

• You can read more about the expansion online at www.hudresourcecenter.com.  
• If you have questions about the program, I encourage you to call my partner Susan 

Wilson in our Austin, Texas Office.  
 
HUD Designates DDAs for 2013 

• Last week HUD designated difficult development areas or DDAs for 2013. 
• HUD makes new DDA designations annually.  
• Low-income housing tax credit projects in DDAs or qualified census tracts are eligible for 

as much as 30 percent more LIHTC subsidy than projects not located in DDAs or QCTs. 
• Last week’s notice designates DDAs for each of the 50 states, the District of Columbia, 

Puerto Rico, American Samoa, Guam, the Northern Mariana Islands and the U.S. Virgin 
Islands.  

• The DDA designations are based on final fiscal year 2012 Fair Market Rents, fiscal year 
2012 income limits and 2010 Census population counts. 

• The notice also responded to public comment HUD requested last year on the small 
area DDA concept.  

• This concept includes the use of Small Area FMRs, estimated at the ZIP-code level and 
based on the relationship of ZIP-code rents to metropolitan area rents, as the housing 
cost component of the DDA formula rather than metropolitan-area FMRs  

• HUD says it continues to believe that the small area concept best targets areas with high 
development costs, however, the notice says HUD has decided to delay the 
implementation for one year. 

• HUD says it received 6 public comments in response during the public comment period.  
• Overall, one commenter supported the proposal while the remaining expressed 

opposition.  
• In its notice, HUD describes and responds to these comments.  
• HUD says that updates on the implementation of the small area concept, including any 

proposed changes in the calculation methodology and an updated list of anticipated 
areas designated, will be provided online at www.huduser.org.  

• The department expects to publish the final list of 2014 small area DDAs in the first half 
of 2013. 

• 112 non-metro counties added from the DDA list and 135 non-metro counties were 
dropped from the DDA list.  

• There were 6 metro areas added and 10 metro areas dropped for a net decrease of 4 
metro areas. 

http://www.hudresourcecenter.com/
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• Florida and Texas both lost 3 metro areas. However, Florida did add two metro areas 
and Texas added one area. 

• Texas was also a big mover on the non-metro side as well adding 55 counties and only 
dropping 7 counties. 

• California dropped 6 counties and added no new counties.  
• Arizona, Idaho, Maine, Mississippi, Montana, Oregon, Pennsylvania and Tennessee all 

also dropped counties without adding any new counties. 
• HUD is mandated to select DDAs so that 20 of the population is designated as a DDA.  
• They split the analysis into Metro and Non-Metro areas.  
• HUD then sorts the results and selects metro areas until 20 percent of the metro 

population has been covered and shifts to the non-metro counties and selects non-metro 
counties until 20 percent of the non-metro population has been covered. 2013 will be the 
first year that that 2010 census population data will be utilized for this sort.   

• The metro DDAs cover 19.56 percent of the metro population.   
• The non-metro DDAs cover 20.01 percent of the non-metro population.   
• We encourage our listeners to check out the additional counties and metro areas that 

now qualify as DDAs.  
• We also encourage our clients to review the effective date rules for their existing 

developments. 
• I encourage you to contact my colleagues Jim Kroger at jim.kroger@novoco.com or 

Thomas Stagg at thomas.stagg@novoco.com.    
  

GAO Report on Consolidating Housing Assistance Programs 
• The GAO also released a report last month on ways to increase collaboration among 

federal housing assistance programs. 
• The report estimated that the federal government operates about 160 housing-related 

programs and activities. 
o These programs incurred approximately $170 billion in obligations for federal 

assistance in fiscal year 2010. 
• GAO said that fiscal realities raise questions about the efficiency of multiple housing 

activities across federal agencies with similar goals, products and sometimes parallel 
delivery systems.  

• The agency found the most overlap in housing assistance programs run by HUD and 
USDA. 

o Those two agencies, along with Treasury and the White House Domestic Policy 
Council, are part of the Rental Policy Working Group that is working to align 
multifamily rental housing programs. 

• GAO’s report found that although the working group’s efforts have been consistent with 
many key collaborative practices, the participating agencies have not reinforced 
accountability by documenting efforts in their annual or strategic plans.  

• GAO also recommended that the Rental Policy Working Group expand its guiding 
principles to evaluate areas requiring statutory action to generate savings and 
efficiencies. 

• HUD, USDA and the VA generally agreed with GAO’s recommendations; however, 
HUD and OMB said that actions should wait until the housing markets stabilize.  

• You can find a copy of the report, titled “Opportunities Exist to Increase Collaboration 
and Consider Consolidation,” at www.novoco.com.   

mailto:jim.kroger@novoco.com
mailto:thomas.stagg@novoco.com
http://www.novoco.com/
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NEW MARKETS TAX CREDIT NEWS 
 
IRS Issues Final Rule on Non-Real Estate Investments 

• The Internal Revenue Service on September 28 issued final regulations modifying the 
reinvestment requirements for non-real estate investments made through the New 
Markets Tax Credit program.  

• The rules became effective on September 28.  
• They are intended to encourage and facilitate investments in non-real estate businesses 

in low-income communities.  
• Most NMTC investments to date have been in real estate projects. 
• This is because real estate projects stay in the low-income community and the seven-

year loan term is better suited to real estate loans. 
• For non-real estate loans, the loan term is generally less than five years. 
• Stakeholders and the IRS have been working for years to adjust the NMTC program 

rules to make non-real estate investments attractive to community development entities 
and investors. 

• The final rules released last week address reinvestment requirements. 
• The IRS first proposed the rules on June 7, 2011 and held a hearing in September 2011 

to get stakeholder input.  
• The IRS also accepted comments on the proposed regulations.  
• The final regulations allow a CDE that invests in a non-real estate business to invest 

certain capital returns in unrelated certified CDEs as well as entities that the Secretary of 
the Treasury designates as qualifying entities in the Internal Revenue Bulletin.  

• They also allow a CDE to invest an increasing aggregate amount in certified community 
development financial institutions and CDEs and have the funds treated as being 
continuously invested in a qualified low-income community.  

• The final rule amends the proposed regulation to clarify that the allocatee can reinvest 
the tax credits in one or more CDEs.  

• It also sets the allowable reinvestment amounts:  
o In year two, the CDE can invest 15 percent of the equity; 
o In year three, it increases to 30 percent; 
o In year four, it increases to 50 percent;  
o And in year five and six, the CDE can invest 85 percent of the equity and still 

have it count as continuously invested. 
• As I mentioned earlier, the rules became effective on September 28. 
• The IRS chose not to make the rule retroactive because the intent of the changes is to 

encourage new investment in non-real estate projects. 
• The IRS is considering future guidance on other aspects of the program.  

o Topics that may be addressed in the future include the definition of non-real 
estate qualified active low-income community business, payments of capital, 
equity or principal for non-real estate QALICBs and lines of credit. 

• A copy of the final rule as it appeared in the Federal Register can be found at the New 
Markets Tax Credit Resource Center. 

• I’d note that the NMTC Working Group in commenting on the proposed regulations 
emphasized the need for additional guidance on recapture.  

• It’s great to have this final regulation out and is a first step. 
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• Unfortunately, I don’t think it is going to have a significant impact on investments going 
to non-real estate projects. 

• I would appreciate hearing your thoughts, particularly if you disagree with my prediction.  
• You can send comments to CPAs@novoco.com. 
• If you have any questions about how the new rules could affect your NMTC investments, 

I suggest that you call my partner Owen Gray at 415-356-8000 or email him at 
owen.gray@novoco.com.  

 
NMTC Demand 

• The Community Development Financial Institutions (CDFI) Fund last week also 
announced that it received 282 applications from community development entities 
requesting a combined $21.9 billion in allocation authority under the 2012 round of the 
New Markets Tax Credit program.  

• I note that the NOAA suggested $5 billion in allocation, but the extender bill that’s 
making its way through the Senate provides $3.5 billion over the next two years. 

• If that extender bill passes, there will be $3.5 billion or $7 billion or some amount in 
between available in this allocation round. 

• The applicants are headquartered in 44 states, the District of Columbia and Puerto Rico.  
• The CDFI Fund said it plans to announce the awards in early 2013, subject to 

congressional reauthorization. 
• This level of demand for the 10th round of new markets tax credit is in line with previous 

allocation application rounds.  
• If you’re interested in seeing a comparison of supply and demand for the 10 rounds to 

date, I invite you to check out my blog at novogradac.wordpress.com.  
• I posted a table last week that shows applicants and amount requested, as well as 

awardees and amounts awarded to date.  
• In addition, to get a sense of the market demand for the tax credit, I encourage you to 

join Novogradac & company at the New Markets Tax Credit Conference on Oct. 18-19 in 
New Orleans, La. 

• At the time of this recording, we have more than 415 attendees registered for the 
conference.  

• I hope to see you there!  
 
  

mailto:owen.gray@novoco.com
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HISTORIC TAX CREDIT NEWS 
 
Timmy Award Winners Announced 

• Now I’d like to extend congratulations to the five winners and 10 finalists of the 2012 J. 
Timothy Anderson Awards for Excellence in Historic Preservation. 

• The National Housing & Rehabilitation Association created the Timmy Awards to honor 
outstanding real estate projects that involve rehabilitation of historic buildings, primarily 
those using state or federal historic tax credits. 

• In the initial application round, NH&RA’s judges named winners in five categories and 
two finalists in each of the remaining five categories. 

• The winners of the first round are: 
o the Old Naval Hospital in Washington, D.C. for best non-residential project; 
o Thomas Edison Apartments in Covington, Ky. for best small historic rehab 

utilizing LIHTCs; 
o Beckstoffer’s Mill Loft Apartments in Richmond, Va. for best market-rate or 

mixed-income residential; 
o Bijou Square in Bridgeport, Conn. for best historic rehab involving new 

construction; and 
o Martinsville Lofts in Martinsville, Va. for most innovative adaptive reuse. 

• NH&RA will hold a second round later this fall to name the winners in the remaining 
categories. 

• All of the winners will be recognized at a luncheon and awards ceremony on Oct. 30 in 
Boston. 
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ENERGY TAX CREDIT NEWS 
 
Master Limited Partnerships Parity Act 

• Turning now to energy, I want to alert you to an “all of the above” energy bill introduced 
Sept. 19 by Reps. Ted Poe, a Texas Republican, and Mike Thompson, a California 
Democrat.  

• The bill would make it easier for private capital to invest in renewable energy by 
modifying the federal tax code.  

• The bill, H.R. 6437, is called the Master Limited Partnerships Parity Act and its 
supporters say that it would level the playing field for renewable energy.  

• A master limited partnership, or MLP, is a business that is taxed as a partnership, 
however has shares that are traded like stock.  

• At the moment, oil, coal extraction, natural gas and pipeline projects are the only ones 
that can qualify for master limited partnership status.  

• The partnerships provide access to capital at a lower cost and are more liquid than 
traditional financing. 

• H.R. 6437 would amend the tax code so that renewable energy projects would also 
qualify for the partnerships.  

• Sens. Chris Coons, a Delaware Democrat, and Jerry Moran, a Kansas Republican, 
introduced a companion bill, S. 3275, in the Senate in July. 

• Several renewable energy industry organizations are supporting the bill.  
• These include the American Wind Energy Association, Solar Energy Industries 

Association, the National Resources Defense Council, the Advanced Biofuels 
Association and Biomass Power Association.  

• If passed, the Master Limited Partnerships Parity Act could encourage additional 
investment in renewable energy projects and tax credits, because the act applies to all of 
the energy technologies included in Section 45C and Section 48 of the tax code.  

• Tune in to future podcasts to hear about the act’s progress. 
• You can also check out the text of both the House and Senate versions of the bill online 

at the Renewable Energy Resource Center.  
  
Congressional Research Service Reports on Energy Policy 

• Last week the Congressional Research Service published a report entitled “Energy Tax 
Policy: Issues in the 112th Congress.” 

• The report begins by providing background on the economic rationale for energy market 
interventions, highlighting various market failures.  

• After identifying possible market failures in the production and consumption of energy, 
possible interventions are discussed. 

• Of most interest to listeners, the report concludes with an analysis of the current status 
of energy tax policy. 

• The document also has an appendix that provides a brief summary of energy tax policies 
enacted in the 108th, 109th, and 110th Congresses.  

• The report does not make recommendations or policy suggestions, but it does present a 
useful overview of the current issues facing Congress related to energy tax policy.  

• To download a copy of the report, go to www.energytaxcredits.com and click on 
Research in the Resources menu.  

http://www.energytaxcredits.com/
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• If you have questions about the issues, such as the expiring tax provisions that are 
discussed in the report, please call my partner Stephen Tracy in our San Francisco 
office.  

 
 


