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

American Taxpayer Relief Act of 2012 (H.R. 8), as well as the issues not yet addressed by the 

113th Congress. In new markets tax credit news, he shares the Community Development 

Financial Institutions Fund’s announcement that it will announce 2012 allocations in April and 

the monthly Qualified Equity Investment Issuance Report. In historic tax credit news, he alerts 

listeners to a frequently asked question document that the National Park Service has released 

about application fee changes. In low-income housing tax credit news, he shares a legislative 

victory in Ohio for LIHTC property owners and California’s 2013 and 2014 operating expense 

minimums. Finally, in renewable energy tax credit news, he alerts listeners to a change to the 

production tax credit. 

 
Summaries of each topic:  

1. General News (2:25 – 8:05) Pages 2-3 

2. New Markets Tax Credits (8:06 – 10:20) Page 4  

3. Historic Tax Credits (10:21 – 12:25) Page 5 

4. Low-Income Housing Tax Credits (12:26 – 18:45) Pages 6-7 

5. Renewable Energy Tax Credits (18:46 – 20:50) Page 8 

 

 

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 
 
H.R. 8  

• As you know, last week Congress approved legislation aimed at avoiding the so-called 
fiscal cliff and that legislation includes a number of key tax extender provisions. 

• H.R. 8, the American Taxpayer Relief Act of 2012, was approved by the Senate by a 
vote of 89-8 and then by the House of Representatives by a vote of 257-167.  

• President Obama signed the bill into law on January 2.  
What’s In 

• The bill extends the new markets tax credit for two years, providing a maximum annual 
amount of qualified equity investments of $3.5 billion each year. 

• It also extends and modifies the 9 percent low-income housing tax credit floor for LIHTC 
allocations made before Jan. 1, 2014. The placed in service requirement is no longer 
applicable. 

• In addition, package also retroactively extends the provision that the basic housing 
allowance of a member of the military is not considered income for purposes of 
calculating whether that person qualifies as a low-income tenant from Dec. 31, 2011, 
through Dec. 31, 2013. 

• H.R. 8 also includes a one year extension of 50 percent bonus depreciation and a one 
year extension of the wind production tax credit.  

o The language of the law includes an important change that I will discuss in more 
detail in the renewable energy section of today’s podcast.   

• In addition, the law addresses income tax rates.  
o The highest income tax rate on ordinary income will be unchanged for joint filers 

earning less than $450,000 per year or $400,000 in the case of single filers. 
o On amounts above those thresholds, the rate will increase from 35 percent to 

39.6 percent.   
o For amounts below those thresholds, the law permanently extended existing tax 

rates.  
• In addition, for taxpayers above those upper thresholds, the top tax rate on long-term 

capital gains and dividends has increased from 15 percent to 20 percent. 
• Another significant provision of the bill is that it permanently and retroactively adjusts the 

alternative minimum tax, or AMT, threshold to prevent this tax from impacting additional 
taxpayers.  

o This eliminates the need for the annual AMT patch that has become a regular 
item included in the perennial tax extenders package.  

What’s Out 
• On the other hand, there are a number of things the fiscal cliff bill did NOT address.  
• These include 

o an increase in the debt limit,  
o a way to avoid the sequestration mandated by the Budget Control Act,  
o an extension of the payroll tax holiday that temporarily lowered the employee 

portion of the Social Security tax from 6.2 percent to 4.2 percent, and  
o tax relief for areas impacted by of Hurricane Sandy.  

• Regarding Hurricane Sandy Relief, lawmakers did restart the process late last week to 
approve legislation and those efforts are expected to continue this week.  
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• Regarding the debt ceiling, the Treasury Department can take certain measures to avoid 
default in the near term but it is anticipated that Congress will need to act by March or 
April. 

• Regarding sequestration, the fiscal cliff legislation delays until March 27 the 
approximately $109 billion in across-the-board spending cuts originally scheduled to take 
effect on January 2.  

o The cost of delaying the spending cuts is $24 billion, which the bill offsets by 
 decreasing the fiscal year 2013 discretionary spending cap by $4 billion,  
 decreasing the FY 2014 discretionary spending cap by $8 billion, and  
 raising revenue through a change to retirement plans.  

• The remaining $85 billion in spending cuts will occur through across-the-board cuts 
scheduled for March 27, unless Congress takes action to again delay or alter the cuts. 

• That deadline coincides with when Congress must also address FY 2013 appropriations, 
when the current continuing resolution currently funding all federally funded agencies 
expires. 

• As you can see, while the immediate fiscal cliff may have been avoided, there are still 
significant issues pending in Congress, including the growing momentum for tax reform.  
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NEW MARKETS TAX CREDIT NEWS 
 
CDFI Fund Plans to Announce 2012 NMTC Awards in April 

• Quickly following the announcement that the new markets tax credit had been extended, 
the Community Development Financial Institutions Fund announced last week that it is 
currently reviewing applications received under the 2012 new markets tax credit 
allocation application round and plans to announce the awards in April.  

• As mentioned earlier in the podcast, the American Taxpayer Relief Act of 2012 included 
an extension of the NMTC Program for 2012 and 2013, providing $3.5 billion in tax credit 
allocation authority for each year.  

• With this two-year extension secured, and an allocation award round only a few months 
away, now is the perfect time to join Novogradac & Company at the Novogradac New 
Markets Tax Credit Conference Jan. 24-25 in San Diego, Calif.  

• Register online at www.novoco.com/events.  
• We are expecting more than 600 community development professionals, and it promises 

to be a memorable conference.  
• I hope to see you there!  

 
QEIs  

• Last week, the CDFI Fund also released the monthly update to its ongoing Qualified 
Equity Investment Issuance Report. 

• The report identifies the dollar amount of allocation authority that has been issued to 
investors; and the amount remaining to be issued to investors. 

• The amount still available in new markets tax credit allocation authority has dropped to 
$2.1 billion as of Jan. 3, although nearly all that amount is likely already unofficially 
committed, or “soft circled.” 

• That said, this report does not take into account the two newly approved application 
rounds that represent $7 billion tax credit allocation authority yet to be awarded.  

 
  

http://www.novoco.com/events
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HISTORIC TAX CREDIT NEWS 
 
NPS Fee Change FAQs 

• As we reported in a podcast last month, the National Park Service has changed its 
application review fees for historic tax credit projects. 

• The agency simplified the fee schedule by creating three project categories.  
• The new application review fees took effect on Dec. 31. 
• The agency has posted a frequently asked questions document to its website to help 

applicants understand the changes.  
• The 12-question FAQ addresses issues related to the transition, including  

o when and how fees are assessed; 
o how project costs are determined; 
o which fee schedule applies to the project; 
o how to address overpayment or underpayment of fees; and  
o how and when to pay the applications fees.  

• The main takeaway from the document is that actual project costs determine the final 
application fee and that the fee schedule used is based on when the Part 2 was 
submitted. 

• Additionally, the FAQ explained that functionally-related complexes and phased projects 
would be assessed as a single project. 

• One change to the application fees is that the NPS will no longer offer a discount for 
groups of adjacent or contiguous buildings of similar architectural styles that are not part 
of a functionally-related complex.   

• Instead, each building will be assessed fees as a separate project. 
• I encourage you to check out the document on the NPS’s website.  
• It will answer many of the questions that you may have about how the new fee schedule 

affects your project. 
• You can access it via the NPS’s Technical Preservation Services page.  
• If you have questions about the revised fees, please contact Owen Gray, CPA, at 415-

356-8000, or Tom Boccia, CPA, at 216-298-9000. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Ohio Preserves Lower Real Estate Taxes  

• Low-income housing tax credit property owners in Ohio are celebrating a legislative 
victory.  

• Gov. John Kasich signed a bill into law on Dec. 20 that includes a provision that will keep 
real estate taxes lower for properties with income restrictions, including LIHTC 
properties.  

• The provision was added to H.B. 510 during Ohio’s lame duck congressional session in 
an effort to make law a practice that had been common in the state before a bill passed 
earlier in 2012 prohibited it. 

• The story begins with a 2009 Ohio Supreme Court ruling that enabled owners of 
affordable housing properties with income restrictions to appeal the property taxes 
assessed against their properties.  

• In the case Woda Ivy Glen Ltd. Partnership v. Fayette City Board of Revision, Ohio, the 
Ohio Supreme Court ruled that the city’s Board of Tax Appeals erred when it valued an 
LIHTC property without regard to federally imposed restrictions.  

• Owners of LIHTC properties used the case to appeal real estate taxes assessed against 
their properties.  

• This generally resulted in lower tax valuations and lower taxes for income-restricted 
properties.  

• Although the Woda decision only applied during the appeals process, it still enabled 
county auditors to lower the property taxes on income-restricted buildings.  

• That changed last year when the Ohio General Assembly passed a budget bill that 
required county auditors to ignore property restrictions when determining a property’s 
value.  

• According to the Ohio Housing Council, the provision was not intended to undo the 
Woda decision, but it did. 

• The council worked with the Ohio Department of Taxation, the state assembly and other 
stakeholders to restore the auditors’ ability to consider income restrictions when 
assessing income-restricted buildings.  

• Legislators placed an amendment into H.B. 510 that compels auditors to consider a 
property’s encumbrances when determining its valuation for tax purposes. 

• The House and the Senate passed the bill in December and sent it on to the governor, 
who signed it. 

• The Ohio Housing Council described the change as a “huge victory” for the LIHTC 
industry. 

• Since the auditor can now consider a property’s restrictions during the valuation process, 
LIHTC property owners should end up paying lower taxes for their rent and income 
restricted properties. 

• We will be running an article on the change and what it will mean for owners of LIHTC 
properties in the February issue of the Journal of Tax Credits. 

• If you aren’t a subscriber, please call 415-356-7970 or visit www.novoco.com to 
subscribe. 

• In the meantime, you can contact Renee Beaver in our Cleveland office.  
• She can be reached at 216-298-9000 or at renee.beaver@novoco.com 

 

http://www.novoco.com/
mailto:renee.beaver@novoco.com
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TCAC Announces Minimum Operating Expenses 
• The California Tax Credit Allocation Committee has released its operating cost 

minimums for 2013 and 2014. 
• The committee, or TCAC as it is commonly known, releases operating costs for its low-

income housing tax credit-funded properties each year.  
• TCAC collects operating cost data for all California LIHTC properties in their initial 

federal compliance period and their extended use periods.  
• California collects information from more that 2,900 properties to determine accurately 

operating costs and identify trends in its portfolio. 
• TCAC has collected operating cost data from property owners since 2004 and in 2009 

began requiring owners to submit audited financial data. 
• The state uses operating cost data from the last five years to determine the average 

operating cost minimums statewide, regionally and by housing type.  
• TCAC eliminates erroneous data as well as high and low outliers from the dataset and 

then determines the average minimum costs.  
• It uses various multipliers to calculate the average operating minimums for the different 

unit types.  
• TCAC found the following: 

o Operating costs increased 2.6 percent statewide in 2011 and increased 5.1 
percent during 2012. 

o The San Francisco County, North and East Bay Region, and South and West 
Bay Region had the highest regional increases.  
 In 2011, those areas experienced an increase of between 5 and 10 

percent. During that same time, the rest of the state’s regions 
experienced a less than 5 percent increase in operating costs.  

 In 2012, those areas experienced an increase of 7 to 16 percent. 
o Statewide, the top three factors leading to an increase in operating costs were 

water/sewer, administrative and property management costs.  
o Insurance, utility and maintenance costs moderated in 2011 and 2012 as 

compared to 2010, but had little effect on operating costs.  
• The agency provides minimums for 10 regions and the remaining areas of the state. 
• It also sets operating cost minimums for at risk and non-targeted units, large family units, 

senior units and single room and special needs units.   
• Property developers should note that the agency plans to institute these updated 

operating costs minimums for applications submitted in 2013 and 2014.  
• We have linked to the operating cost summary minimums at the Affordable Housing 

Resources Center.  
• You can access the operating cost summary minimums for 2013 and 2014 on TCAC’s 

website. 
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
PTC Extension Includes a Twist  

• The American Taxpayer Relief Act of 2012, enacted last week, made a significant 
change to the production tax credit and the investment tax credit that applies to 
otherwise PTC-eligible facilities such as, those that generate electricity using wind, 
geothermal, biomass, landfill gas, municipal solid waste, hydroelectric production, and 
marine and hydrokinetic energy.  

• Under the new law, all of these facilities are now eligible for the PTC or the 30 percent 
ITC, provided the facility begins construction not later than Dec. 31, 2013.  

• Formerly, the test had been whether the facility was placed in service by that date (or 
even earlier, in the case of wind).  

• At the time of this recording, guidance had not been issued on what it means to “begin 
construction” for the purposes of the new law.  

• In analysis published last week, law firm Nixon Peabody suggested that the Treasury 
Department may adopt rules similar to those it uses in administering the Section 1603 
cash grant program.  

• This topic will be discussed in more detail in the next issue of the Novogradac Journal of 
Tax Credits, so if you’re not already a subscriber I encourage you to sign up.  

• You can order a subscription or request a free sample issue online at 
www.novoco.com/products. If you have questions about how the new law may affect 
your renewable energy development plans, please contact my partner Stephen Tracy in 
our San Francisco office, or my partner Tony Grappone in our Boston office.  
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