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In this week’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, updates listeners 

about three new tax reform letters from Senators and on congressional activities. In low-income 

housing tax credit news, he analyzes the proposed fiscal year 2014 Fair Market Rents and 

alerts listeners to a lack of funding for the Section 521 Rental Assistance program. In new 

markets tax credit news, he reminds listeners of upcoming 2013/2014 allocation round 

deadlines and the release of the electronic application, as well as discusses the latest qualified 

equity investment issuance report, including a recent change to the information included in the 

monthly report. In historic tax credit news, he discusses legislation to incentivize installing 

elevators and sprinklers in historic buildings, provides state level updates from North and South 

Carolina, and informs listeners about a National Park Service video about the historic tax credit 

program. In renewable energy tax credit news, he reveals the results of an American Wind 

Energy Association report on wind energy production and a U.S. Department of Energy and 

Lawrence Berkeley National Laboratory report on wind technologies, as well as shares views on 

the principles of energy tax reform that experts provided during a Senate Finance Committee 

hearing. 

  

 

Summaries of each topic:  
1. General News (2:32 – 4:40) Page 2 

2. Low-Income Housing Tax Credits (4:41 – 11:32) Pages 3-4 

3. New Markets Tax Credits (11:33 – 15:35) Pages 5-6 

4. Historic Tax Credits (15:36 – 20:25) Pages 7-8 

5. Renewable Energy Tax Credits (20:26 – 25:15) 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, 2013. 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 

 
Tax Reform Letters 

• I hope that you all had a chance to review the letters that Senators submitted in 
response Senate Finance Committee Chairman Max Baucus and Ranking Member Orrin 
Hatch’s request for proposals to be considered during the crafting of the Finance 
Committee’s tax reform bill. 

• Last week we added three more letters to the Tax Reform hot topics page on the 
Novogradac & Company website. 

• Sens. Jeff Merkley, D-Ore., and Jeanne Shaheen, D-N.H., each submitted letters and 
we addd them. 

• Also Minnesota Democratic Sens. Al Franken and Amy Klobuchar submitted a joint 
letter, which we added as well. 

• That brings the number of Senators we know to have submitted letters up to 44.  
• If you’d like to review the letters, you can find copies of the letters at 

www.novoco.com/hottopics by clicking on the tax reform link. 
• And, as I mentioned last week, if you know of any letters that we can add to the site or 

would like to comment on the Senators’ suggestions, please email me at 
CPAs@novoco.com.  

 
Work Periods and Fiscal Year 2014 

• The Senate began its state work period Aug.5  
• And the House began its district work period 
• The work periods last until Sept. 6. 
• And about three weeks later we reach the end of fiscal year 2013.  
• In the House, the week of Sept. 23 is also a constituent work week and Representatives 

won’t return to the Washington until Sept. 30, the last day of the fiscal year. 
• This doesn’t leave much time to address the fiscal year 2014 budget. 
• As I mentioned last week, we are expecting Congress and the President to work on 

some sort of an agreement to avoid a government shutdown on Oct. 1, which might tie in 
to the reaching of the debt ceiling. 

• Tune in to future Tax Credit Tuesday podcasts to learn about the latest developments.  
  

http://www.novoco.com/hottopics
mailto:CPAs@novoco.com
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
A Closer Look at the Proposed 2014 FMRs 

• I begin this week’s low-income housing tax credit news with some analysis of the U.S. 
Department of Housing and Urban Development’s proposed fair market rents, or FMRs, 
for fiscal year 2014. 

• HUD published the proposed FMRs in the Aug. 5 Federal Register. 
• HUD uses the FMRs to determine payment standard amounts for several programs 

including the Housing Choice Voucher program.  
• FMRs are also one of the components HUD uses to calculate rent limits for low-income 

housing tax credit units.  
• As promised, Novogradac & Company has examined the data and here are a few of the 

things we’ve found.  
 
Trends and Highlights 
• HUD has proposed increased fiscal year 2014 FMRs for approximately 54 percent of 

counties. 
o The number of counties that would experience an increase is noticeably down 

from the 2012 to 2013 changes. 
o In 2013, 88 percent of counties experienced increases. 
o The average proposed increase for counties with an increase is 3.64 percent. 
o Fifty-nine percent of the population resides within counties with proposed 

increases. 
• Less than 1 percent of counties would have no change in FMRs.  
• HUD has proposed decreases in FMRs in approximately 46 percent of counties. 

o The average proposed decrease in these counties is 4.66 percent. 
o Included in these counties are  

 Los Angeles, Calif., which would experience a decrease of 1.62 percent.  
 New York, N.Y., which would experience a decrease of 2.31 percent. 

 
What this Means for LIHTC Properties 

• The 2014 FMRs will likely affect tax credit and tax-exempt bond income and rent limits at 
properties in Metro High Housing Cost areas. 

• That’s because HUD used 2014 FMRs to calculate LIHTC and bond income limits. 
• There are 13 Metro High Housing Cost areas. 
• HUD has proposed increases in three Metro High Housing Cost areas. 
• They are: 

1. Miami-Miami Beach-Kendall, Fla., 3.92 percent increase 
2. Salinas, Calif., 0.90 percent increase 
3. Santa Cruz-Watsonville, Calif., 0.63 percent increase 

• If the proposed FMRs are adopted, properties in those areas would likely see similar 
increases in their LIHTC and bond income and rent limits.  

• HUD has proposed decreasing fiscal year 2014 FMRs in the other 10 Metro High Cost 
Housing areas.  

• The five Metro High Housing Cost areas with the largest proposed decreases are:  
1. Laurens County, S.C., with a 26.96 percent decrease 
2. Hinesville-Fort Stewart, Ga., 12.12 percent decrease 
3. Flagstaff, Ariz., 4.22 percent decrease 
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4. Palm Coast, Fla., 3.48 percent decrease 
5. Jersey City, N.J., 2.34 percent decrease 

• If the proposed FMRs are adopted, income limits in these areas will not see an increase 
from HUD using its FMR calculation.  

• However, income limits at properties in these areas could increase if the area median 
incomes increase, given the complexity in the calculations.  

• If the areas’ median incomes decrease, however, the new lower income limits would 
only apply to new developments in those areas because HUD has a hold harmless 
policy that prevents income limits from decreasing at existing properties.  

 
Comments and More Information  

• HUD is accepting comments on the proposed FMRs until Sept. 4.  
• More information about proposed 2014 FMRs can be found at 

www.taxcredithousing.com  
• Simply click on the Fair Market Rents button in the Facts & Figures menu.  
• The final FY 2014 FMRs will be posted to the Affordable Housing Resource Center when 

they become available.  
• In the meantime, please contact Thomas Stagg in our Seattle area office with questions 

about these proposed changes.  
 
USDA’s Rental Assistance Contracts Receive Cuts  

• Now we turn to news from the U.S. Department of Agriculture Rural Development office. 
• USDA Rural Development recently notified approximately 600 Section 521 Rental 

Assistance program borrowers that the USDA will be unable to renew all of the rental 
assistance contracts that expire in fiscal year 2013. 

• USDA RD faces a $65 million reduction in funding for FY 2013. 
o The funding reduction is the result of a 5 percent sequestration cut and more 

than 2.77 percent in across-the-board funding cuts. 
• The reduced funding means that about 15,000 units at more than 900 properties may 

have to wait until fiscal year 2014 for their rental assistance contracts to be renewed. 
• USDA RD at the end of last month sent letters to borrowers to inform them of the 

potential shortage.  
• In its letters, RD said that it will help maintain the financial stability of the properties.  
• This will be done by:  

o allowing authorized withdrawals from the replacement reserve account,  
o permitting borrower loans to the property to address unusual short-term 

conditions,  
o suspending the monthly reserve account deposit and/or  
o deferring the monthly debt service payment to prevent a compliance violation.  

• Each state’s USDA Rural Development servicing staff will be in contact with affected 
borrowers to help them determine which of the methods can be applied to their 
properties while no rental assistance contracts are available.  

• The funding reduction should not affect tenants, Rural Development said. 
• The UDSA’s RD staff will make funding the renewal of these contracts a priority when 

funding is available in 2014.  
• A copy of the letter and a list of properties affected by these cuts can be found at 

http://www.ruralhome.org.  

http://www.taxcredithousing.com/
http://www.ruralhome.org/
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NEW MARKETS TAX CREDIT NEWS 
 
Upcoming NMTC Deadlines 

• Last week the Community Development Financial Institutions Fund released the 
electronic application for the 2013/2014 new markets tax credit allocation round.  

• Applicants can find the application through their myCDFIFund accounts. 
• The CDFI Fund in its announcement reminded applicants that only electronic application 

submitted through the myCDFIFund system will be accepted.  
• Applicants have until Sept. 18 to submit their applications.  
• The CDFI Fund also reminded applicants that it will stop taking questions about the 

electronic application at 5 p.m. Eastern time on Sept. 16.  
o That’s two days before the applications are due. 

• The notice also included reminders of several important dates. 
o Online submission of allocation application attachments are due Sept. 20, 2013,  
o Submission of subsidiary community development entity certification applications 

for qualified equity investment issuance are due Oct. 1, 2013, and  
o The date by which prior-year allocatees must issue the requisite percentage of 

QEIs is Dec. 31, 2013.  
• Now, I’d like to add two more dates to be mindful of: Sept. 30 and Aug. 14. 

o Sept. 30 is the date by which CDEs that already have NMTC allocation must 
issue at least 60 percent of the total dollar amount in QEIs to apply for allocation 
in the 2013/2014 round.  

o Aug. 14, which is tomorrow, is the day that Novogradac & Company is hosting an 
application webinar for those interested in applying under the 2013/2014 
application rounds.  
 The webinar will provide tips and strategies for strengthening your NMTC 

application as well as a greater understanding of the application scoring 
process.  

 Registration for the webinar closes at 5 p.m. Eastern time today. 
 You can register by going to www.novoco.com/events or by calling 415-

356-7970. 
 

QEI Issuance Update 
• In other new markets tax credit news, the CDFI Fund released its latest Qualified Equity 

Investment Issuance report on Aug. 2. 
• The monthly QEI Issuance report identifies  

o new markets tax credit allocatees, 
o the total allocation amount received by each entity, 
o the total dollar amount finalized, 
o the amount remaining to be issued 
o and the predominant markets served by each entity. 

• Listeners who read the report regularly may notice one piece of information missing from 
this month’s QEI Issuance Report. 

• The report no longer includes information on the amount committed by each entity or the 
total amount committed for each allocation round. 

• We spoke with a program manager at the CDFI Fund to find out why. 
o We were told that allocatees aren’t required to report to the CDFI Fund the 

amount of allocation they’ve already committed.  

http://www.novoco.com/events
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o As such, many don’t. 
o As a result, the information for ‘amount committed’ in previous reports often did 

not change from month to month. 
o To avoid confusion, the CDFI Fund decided to omit the column from its QEI 

Issuance reports going forward. 
• Getting back to the information that is included in the latest QEI Report, the CDFI Fund 

reports that more than $142 million of QEIs were finalized last month. 
o That’s $45 million more than the $97 million finalized in June. 

• As of Aug. 2, the amount of new markets tax credit allocation authority not finalized from 
allocation rounds to date is nearly $4.9 billion, although much of that is likely unofficially 
committed. 

• You can find a copy of the latest QEI Report, along with an archive of past reports and 
some other data, at www.newmarketscredits.com.  

 
  

http://www.newmarketscredits.com/
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HISTORIC TAX CREDIT NEWS 
Historic Downtown Preservation and Access Act 

• Turning to historic tax credit news, I have information about legislation that would 
incentivize installing sprinklers and elevators in historic buildings.  

• Sen. Patrick Leahy, D-Vt., on Aug. 1 introduced the Historic Downtown Preservation and 
Access Act, S. 1421. 

• The legislation is modeled on the Vermont Downtown Historic Tax Credit program, which 
I discussed in last week’s Tax Credit Tuesday podcast.  

• The Historic Downtown Preservation and Access Act provides a refundable tax credit for 
the installation of sprinklers and elevators in historic buildings.  

• It provides a 50 percent tax credit for expenses paid or incurred to install an elevator or 
sprinkler system in a certified historic structure. 

• The tax credit is capped at $50,000 per project. 
• Single-family residences and historic landmarks do not qualify for the credit.  
• In introducing the legislation, Sen. Leahy said that existing federal incentives for 

rehabbing historic buildings do not encourage owners to install elevators or sprinklers. 
• The cost of installing the systems is usually not high enough to meet the HTC’s 

rehabilitation expense threshold.  
• However, sprinkler systems could reduce fire damage to hundreds of historic buildings in 

the nation’s downtowns, he said. 
o Many of these buildings, including eight in Vermont that were renovated with low-

income housing tax credits, HOME funds and Community Development Block 
Grants, have significant amounts of federal money invested in them and that 
investment is lost if the buildings burn. 

• Sen. Leahy said that he would also like elevators incentivized to reduce the number of 
historic buildings in which upper floors are unused because of accessibility issues.  

• At this time of this recording, S. 1421 had been referred to the Senate Finance 
Committee.  

• Text of the legislation is available at the Historic Tax Credit Resource Center.  
• You can learn more about recently introduced legislation, like the Historic Downtown 

Preservation and Access Act, by attending the Novogradac Historic Tax Credit 
Conference in Detroit, Sept. 19-20. 

 
HTC Updates in South Carolina and North Carolina 

• Next, we have state-level news from the Carolinas.  
• First, South Carolina in June passed its Abandoned Buildings Revitalization Act. 

o The legislation provides a state historic preservation tax credit for rehabilitation of 
any building that has been abandoned for at least five years. 

o The 25 percent credit has a $500,000 cap for any taxpayer in a tax year for each 
abandoned building site. 

• The legislation’s goal is to repurpose abandoned buildings and attract investment to 
neglected areas. 

• Meanwhile, state historic tax credit programs in North Carolina faces a less certain future 
because the governor recently slashed the state’s tax rates. 

• Last month, Gov. Pat McCrory signed a comprehensive tax reform law that cut the 
personal income and corporate tax rates, and eliminated the estate tax. 

• It is uncertain how tax reform efforts in the state will affect the historic credit. 

https://www.novoco.com/historic/legislation/index.php
http://www.novoco.com/events/conferences/htc/2013/detroit/index.php
http://www.novoco.com/events/conferences/htc/2013/detroit/index.php
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• The state historic tax credit program is scheduled to sunset at the end of 2014, unless 
it’s extended.  

o A bill to extend the credit (H. 394) was proposed earlier this year but has been 
sitting in committee since March.  

• We’ll keep you updated on future developments. 
• Thank you to listener Stephen Brock for bringing this news to our attention.  
• I love hearing from listeners and invite you to send comments on past episodes as well 

as suggestions for topics that you would like to see covered in future podcasts. 
• You can email suggestions to cpas@novoco.com.  

 
National Park Service Releases Video on HTC Program 

• In preservation news, the National Park Service released an informative video on the 
Historic Preservation Tax Incentives program earlier this month. 

• In the three-minute video, NPS director Jonathan Jarvis said that the HTC program is 
the largest community reinvestment program in the country. 

o It has leveraged more than $55 billion of reinvestment in communities since its 
inception in 1976. 

• He highlighted properties renovated through the program including 
o the historic Atlas Theater in Washington, D.C., 
o a Catholic school dormitory in Duluth, Minn., 
o a Ford assembly plant in Richmond, Calif., 
o a hotel in Seattle, Wash. 
o and a high school in Waco, Texas. 

• Jarvis said that while the program is helping transform communities across the country, 
many people still don’t know about it. 

o He ended the video by inviting viewers to learn more about opportunities of the 
historic preservation program. 

• You can view the video at www.nps.gov.  
  

mailto:cpas@novoco.com
http://www.nps.gov/


Summary: August 13, 2013 
 

RENEWABLE ENERGY TAX CREDIT NEWS 
 
PTC Renewal Increases Wind Energy Production  

• The U.S. wind energy sector is seeing a boost in production as utilities sign up for more 
renewably sourced power.  

o This recent resurgence is coming after congressional delays in extending the 
federal wind energy production tax credit caused a standstill in production during 
the first half of 2013.  

o According to the American Wind Energy Association, or AWEA, U.S. Wind 
Industry Second Quarter 2013 Market Report, only 1.6 megawatts of wind power 
were commissioned during the first half of this year.  
 And no wind power was commissioned during the second quarter.  

• After the slow start to 2013, industry professionals are seeing an increasing number of 
requests for proposals and power purchase agreements being commissioned, however.  

o AWEA reports that more than 20 requests for proposals have been issued for 
wind energy projects. 
 Because pricing for wind energy is becoming more competitive, utilities 

are looking to commission more megawatts of energy than their requests 
for proposals originally indicated.  

• In order to help finance these larger projects, utilities will be 
seeking larger investments from tax credit investors.  

• and developers will be working on larger projects.  
o Nearly 1,300 megawatts of wind energy are now under construction, 

 with developments in eight states, including 
• Alaska, 
• California, 
• Colorado, 
• Kansas,  
• Michigan,  
• Nebraska,  
• New York, and  
• Texas 

o Furthermore, almost 4,000 megawatts in power purchase agreements have been 
secured since January 2013.  

o Riley Hill, president and CEO of Southwestern Public Service Company, an Xcel 
Energy company, said in a press release from AWEA that the price per 
megawatt-hour of wind energy will be less than that of the company’s natural 
gas-fueled generation. 
 Xcel Energy estimates it will save roughly $590 million in fuel costs over 

the next 20 years. 
• Finally, AWEA reports that many utilities are citing the extension of the production tax 

credit as the reason demand for wind energy has increased.  
• This shift in the market should put wind energy growth back on pace with 2012’s 

numbers when wind energy became the number one source of new electricity 
generation capacity in the United States. 

o That information comes from the 2012 Wind Technologies Market Report 
released by the U.S. Department of Energy and Lawrence Berkeley National 
Laboratory on Aug. 6.  
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o The DOE report went on to say that wind energy represented 43 percent of all 
new electric additions and accounted for $25 billion in U.S. investment last year. 

• Furthermore, the 2012 Wind Technologies Market Report said that more than 13 
gigawatts of wind power capacity were added to the U.S. grid in 2012.  

o This was almost double the wind capacity deployed in the previous year. 
• Industry experts are expecting this trend to continue into 2014.  
• You can find a copy of the AWEA report on AWEA’s website and the DOE report at 

energy.gov.  
 

Industry Experts Address Energy Tax Reform  
• Last month, a number of Senators and renewable energy experts spoke in front of the 

Senate Finance Committee on the principles of energy tax credit reform.  
• A primary concern for many of the Senators and industry experts was how the short-

term extensions of the production tax credit and investment tax credit affect the energy 
industry.  

o Many said that the uncertainty around these credits makes them less attractive to 
investors, thus affecting the production of renewable power. 

o In her testimony, Phyllis Cuttino, director of the Pew Charitable Trusts’ Clean 
Energy program said that industry leaders are seeking long-term extensions of 
the PTC and ITC. 
 She went on to say that an extension through 2020 would do three things: 

• help foster cost-competitiveness,  
• provide certainty and  
• give the industry the necessary lead-time to prepare for a post-

subsidy world. 
• Others suggested that introducing master limited partnerships to the renewable energy 

industry would help foster growth.  
o They said it would give renewable energy developments access to more capital. 
o More specifically, with publically traded shares, it would allow the American 

public to invest in renewable energy.  
o It would also open a secondary market for investment by allowing new investors 

to enter into deals after the project’s initial phase of tax benefits.  
 This would, in turn, lower project capital costs for developers.  

• In order to make any changes to energy tax reform, Sen. Debbie Stabenow said 
Congress must first come to a consensus on what the U.S. tax system should look like.  

 
 


