
 

  

 

H A W K I N S    A D V I S O R Y 

   JUNE 18, 2012 SPECIAL EDITION HAWKINS DELAFIELD & WOOD LLP 

 

DEADLINE FOR COMMENTS ON ALTERNATIVE METHOD FOR DETERMINING PURCHASE 
PRICE LIMITS FOR SINGLE-FAMILY BONDS UNDER §143 OF THE INTERNAL REVENUE CODE 

Purchase price limits for single-family bonds have been based on FHA limits since 2004.  As was 
the case in 2011, the Internal Revenue Service (“IRS”) is considering a substantial change to the data 
source used to determine such limits.  Please be advised that the deadline for comments on the 
alternative method for determining average area purchase price safe harbor limits set forth in IRS 
Rev. Proc. 2012-25 is July 15, 2012 as previously noted in our April 25, 2012 Hawkins Advisory.  To 
the extent you have concerns about changes to the methodology for purchase price limits, we urge 
you to submit comments by the deadline.  Below is a summary of the IRS proposal. 

As set forth in Rev. Proc. 2012-25: 

“The alternative method under consideration would involve the use of certain currently available data 

from the Department of Housing and Urban Development (“HUD”) regarding county median housing 

purchase prices instead of the FHA loan limits. Certain aggregate HUD price data are available at http://

www.hud.gov/pub/chums under CY2012 FHA Forward Limits, and certain HUD price data for 

individual counties is available at https://entp.hud.gov/idapp/html/hicostlook.cfm. 

Absent modifications, the use of HUD data on county median housing purchase prices potentially would 

result in significant declines in purchase price limits compared to prior limits, particularly in rural areas. 

The Treasury Department and the IRS are considering certain appropriate modifications to the HUD 

price data in implementing this alternative method. 

One potential modification would be to consider setting floors on purchase price safe harbors. Potential 

approaches to setting floors on purchase prices might include national average prices, county average 

prices, rural county average prices, or some percentile of county average prices. For illustrative purposes 

only, set forth below are the floors on mean purchase prices that would result from using one of these 

approaches with 2012 data: (1) national average price ($214,000); (2) county average price ($174,862); 

(3) rural county average price ($112,864); (4) 25th percentile of county average price ($92,308); (5) 50th 

percentile of county average price ($138,462); or (6) 75th percentile of county average price ($214,103). 

Another potential modification would be to consider transitional relief to phase in the effects of the 

changes over an extended period, as compared with a baseline of the 2012 purchase price safe harbors in 

section 4.01 of this revenue procedure. Potential phase-in periods might include a period of three years 

to five years. In addition, a technical modification will make adjustments for differences between HUD 

median prices and the required average prices.” 

http://www.hud.gov/pub/chums
http://www.hud.gov/pub/chums
https://entp.hud.gov/idapp/html/hicostlook.cfm
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About Hawkins Advisory 

The Hawkins Advisory is intended to provide occasional general comments on new developments in Federal and State law and 
regulations that we believe might be of interest to our clients.  Articles in the Hawkins Advisory should not be considered opinions 
of Hawkins Delafield & Wood LLP.  The Hawkins Advisory is not intended to provide legal advice as a substitute for seeking profes-
sional counsel; readers should not under any circumstance act upon the information in this publication without seeking specific 
professional counsel.  Hawkins Delafield & Wood LLP will be pleased to provide additional details regarding any article upon re-
quest. 

This Hawkins Advisory is not intended or written to be used, and cannot be used, by a taxpayer for the purpose of avoiding 
penalties that the Internal Revenue Service may impose on the taxpayer. 

Additional copies of this edition of the Hawkins Advisory may be obtained by contacting any attorney in the Firm. 
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This proposed alternative method could be implemented as early as 2013 and, as the IRS 
acknowledges, would likely significantly reduce the resulting purchase price limits.  Comments on the 
proposed alternative, as well as comments on whether other data or methods should be used to 
calculate average area purchase price safe harbor limits, should be submitted in writing and can be 
e-mailed to notice.comments@irscounsel.treas.gov (include “Rev. Proc. 2012-25” in the subject line) 
or mailed to Office of Associate Chief Counsel (Financial Institutions & Products), Re: Rev. Proc. 2012-
25, CC:FIP:B5, Room 3547, 1111 Constitution Avenue, NW, Washington, DC 20224. The due date for 
the public comments is July 15, 2012.  

If we can be of any assistance in this matter, please contact a member of the Tax Department or 
the Housing Group. 
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