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In today’s Tax Credit Tuesday podcast, Michael J. Novogradac, CPA, updates listeners on the 

fiscal cliff. In historic tax credit news, he covers a National Park Service Fee change for historic 

tax credit projects, a deadline extension for the Missouri Tax Credit Review Commission and the 

formation of an Iowa state HTC stakeholder group. In low-income housing tax credit news, he 

covers U.S. Department of Housing and Urban Development’s utility allowance and smoke-free 

building policies. In renewable energy tax credit news, he updates listeners about additional 

support for the extension of the production tax credit. Finally, he wraps up with new markets tax 

credits news about a Community Development Financial Institutions Fund report on native 

communities’ access to capital and credit. 

 

Summaries of each topic:  
1. General News (2:00 – 9:34) Page 2-3 

2. Historic Tax Credits (9:35 – 16:34) Pages 4-6 

3. Low-Income Housing Tax Credits (16:35 – 21:42) Page 7-8 

4. Renewable Energy Tax Credits (21:43 – 23:52) Page 9 

5. New Markets Tax Credits (23:53 – 26:34) Page 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 

 
Update on Fiscal Cliff Negotiations 

• Last week Treasury Secretary Timothy Geithner held a series of meetings with House 
and Senate leaders to discuss ways to avoid the so-called fiscal cliff.  

• Meanwhile House Speaker John Boehner and President Barack Obama publicly 
reiterated their positions, which remain largely unchanged and extremely different.  

• On Friday of last week, Speaker Boehner declared the negotiations were at a stalemate. 
He said, quote “There’s a stalemate. Let’s not kid ourselves. Right now, we’re almost 
nowhere.” 

• Speaker Boehner also made an appearance on Fox News on Sunday.  
• Senate Majority Leader Harry Reid and Senate Minority Leader Mitch McConnell also 

made public statements, but neither side professed making progress.  
• According to Williams and Jensen’s Washington Update, the plan proposed by the 

President and discussed by Treasury Secretary Geithner, when he met with House and 
Senate leaders included the following tax measures.  

o Increase top marginal tax rates, capital gains and dividends. That would raise 
$960 billion; 

o Additional $6 billion in tax increases; 
o An AMT patch; 
o An extension of the 2 percent payroll tax cut or a similar tax break;  
o Extension of bonus depreciation and other business tax breaks; 
o Setting estate taxes at 2009 levels (45 percent tax rate and a $3.5 million 

exemption). 
• Geithner also suggested comprehensive tax reform to raise the $1.6 trillion. 
• On the spending side: 

o $50 billion in fiscal stimulus in 2013; 
o Defer the sequester for one year; 
o Cutting $4 billion from Medicare and other entitlements. 
o Extend unemployment insurance;  
o Provide for the doc fix. 
o Assistance for homeowners with underwater mortgages.  

• Geithner also called for allowing the President to raise the debt ceiling without 
congressional approval.  

• As those of you who heard me speak in Las Vegas know, Dec. 31 is really more of a 
fiscal slope than a fiscal cliff. 

• The fiscal cliff date would be when the debt ceiling expires. 
o Treasury has said that its ability to borrow will expire sometime in February. 

• The other cliff date would be March 27, when the continuing resolution act that Congress 
passed a few months ago expires. 

o Without an extension, the federal government would shut down. 
• The GOP has publicly rejected these proposals, characterizing them as a rehash of old 

budget proposals.  
• Republicans continue to oppose higher tax rates and instead seek an overhaul of 

entitlement programs in exchange for raising tax revenue through other methods, such 
as limiting deductions.  
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• Meanwhile, the administration and Democrats say tax rate increases are necessary 
because deduction caps won’t generate enough money.  

• In a continuation of the debate, Speaker Boehner yesterday submitted a counter offer to 
the White House. 

• The White House quickly rejected the offer and said that they did not need to respond to 
it. 

• Despite the public impasse, discussion continues in the background. 
• Many believe we are getting close to a resolution where we get roughly $1 trillion in tax 

increases and $1 trillion in cuts and then we move on to next year with a stated goal of 
tax reform and continuing budget debate. 

• For ongoing updates, follow me on Twitter. 
 
Ways and Means Committee Members 

• Four new Republican members were announced for the House Ways and Means 
Committee. 

• They are: 
o Rep. Tim Griffin from Arkansas, 
o Rep. Mike Kelly from Pennsylvania, 
o Rep. Tim Scott from South Carolina, and  
o Rep. Todd Young from Indiana. 

• We are still waiting to hear who will be appointed to the open seats on the Democratic 
side. 

• The two most likely candidates are: 
o Chris Van Hollen and 
o Allyson Schwartz  

• They were on the Ways and Means Committee previously when the Democrats had the 
majority.  

• They were removed from the committee when control shifted to the Republicans.   

House Financial Services Committee 
• House Financial Services Committee outgoing chair Spencer Baucus and Jeb 

Hensarling sent a letter calling on regulators to delay the effective date of the Volcker 
Rule until two years after the date on which the final rule is promulgated. 

• The committee is also planning a Volcker Rule oversight hearing on Dec. 13. 
• The Volcker Rule is not expected to limit investment in low-income housing tax credits in 

any significant way or in new market tax credit investing. 
• It does have a more significant impact on renewable energy investing. 
• There is a specific carve out for historic tax credits.  
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HISTORIC TAX CREDIT NEWS 

 
NPS Increases Application Review Fees 

• The National Park Service last week published new application review fees for the 
historic preservation projects seeking historic tax credits.  

• Review fees will be based on the estimated rehabilitation costs, which are also known as 
the project’s qualified rehabilitation expenditures or QREs.  

• The NPS will charge the following fees: 
o For projects with less than $80,000 in QREs, NPS will not charge a fee. 
o For projects with QREs of at least $80,000 but less than $3.85 million, applicants 

will pay a base fee of $845 plus 0.15 percent of rehab costs over $80,000. To 
clarify, that’s ZERO POINT ONE FIVE, so 15 hundredths of a percent, of costs 
over $80,000. 

o For projects incurring $3.85 million or more in QREs, the application review fee 
will be $6,500. 

• Applicants will pay the fees in two installments.  
o At the request of NPS, applicants will pay half of the fee when they submit their 

Part 2-Description of Rehabilitation. 
o They will submit the remainder of the fee with their Part 3-Request for 

Certification of Completed Work.  
o It should be noted that, although the NPS based the first half of its fee on the 

estimated rehabilitation costs, the second portion of the fee will be based on the 
actual QREs that the project incurs.  

o This means that the second payment could be more or less than the first 
payment.  

• NPS has said that it will not provide refunds to applicants whose final rehab costs are 
lower than originally estimated and result in an overpayment of fees. 

• In cases where a project’s QREs are higher than originally reported, the applicant will be 
responsible for 100 percent of the fee for those expenses, minus the portion of the fee 
paid with the Part 2 application.  

• For applicants that submit their Part 2 and Part 3 applications at the same time, NPS will 
base the fees on the QREs reported on the Part 3. 

• The fees for projects that include multiple functionally-related buildings will be based on 
the estimated rehabilitation costs for the entire project. 

• The same applies to historic preservation projects with multiple phases. 
• Projects that submit a new Part 2 application will be assessed an application review fee 

based on the estimated QREs in the new application.  
o NPS will not credit or refund the applicant for fees from the prior Part 2 

application. 
• These increased fees are the first changes to the NPS’s application fees since 1984 and 

they are kind of a mixed bag for HTC projects. 
• On one hand, the new fee schedule is good news for smaller projects.  

o Under the 1984 fee schedule, projects were assessed a $500 fee if they incurred 
at least $20,000 in QREs.  

o Under the revised schedule projects between $20,000 and $80,000 won’t be 
assessed a fee at all. 
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• On the other hand, projects in the $80,000 to $100,000 range will see a fee increase, as 
these projects used to fall under the 1984 schedule’s $500 flat fee. 

• NPS first proposed an increased fee schedule in a June 22 Federal Register notice and 
invited public comment on the revised fees.  

• Four parties submitted comments. 
o Two commenters supported the new fee schedule.  
o A third commenter supported the new fee schedule but suggested that the fees 

be used to expand services to applicants.  
 In response to the suggestion, the NPS explained that the 1984 fee 

schedule doesn’t cover program administration costs and that the revised 
fee schedule was necessary to maintain the existing level of services.  

o The final commenter suggested raising the minimum project costs for which a fee 
should be applied to at least $100,000.  
 The commenter suggested that this would encourage small HTC projects.  
 NPS agreed and opted to raise the minimum QREs from the $50,000 it 

proposed to $80,000.  
• The new fee schedule will go into effect Dec. 30, 2012. 
• The fees only apply to new project applications, however, so if you have already 

submitted your Part 2 application to NPS or will submit it in the next few weeks, the fee 
changes won’t apply to you.  

• You can find a copy of the notice online at the Historic Tax Credit Resource Center at 
www.historictaxcredits.com. 

• If you have questions about the new fee schedule, I would encourage you to contact my 
colleague Tom Boccia in our Cleveland, Ohio office. He can be reached at 
Thomas.boccia@novoco.com or at 216-298-9000. 

 
Gov. Nixon extends deadline for Tax Credit Review Commission 

• On Nov. 16, Gov. Jay Nixon announced that he had extended the deadline for the 
bipartisan Tax Credit Review Commission to submit its updated report.  

• Regular listeners may recall that in September Gov. Nixon reconvened the commission 
to and asked the group to update its original report after receiving testimony from 
business, community, education and labor leaders, as well as financial experts and state 
legislators.  

• Last month, the governor announced that because of a strong response to this call for 
input, the commission requested additional time to complete its updated report. 

• Gov. Nixon granted this requested and extended the due date for the report to Dec. 15 
to allow the commission to gather additional input from Missourians. 

• The historic tax credit community is anxiously awaiting the commission’s revised report, 
as in its first report the group recommended cutting the state historic tax credit’s annual 
cap from $140 million a year to $75 million a year.  

• The commission also originally recommended to Gov. Jay Nixon that a ban be placed on 
"stacking" historic credits with the state’s low-income housing tax credits.  

• Novogradac & Company is monitoring the progress of the reconvened commission, and 
I will report in a future podcast about the findings of its updated report.  
 

 
 

http://www.historictaxcredits.com/
mailto:Thomas.boccia@novoco.com
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Iowa Forms HTC Stakeholder Group 
• In other state historic tax credit news, the director of the Iowa Department of Cultural 

Affairs announced the formation of a stakeholder group for its state historic tax credit 
program last month. 

• The purpose of the group is to streamline the state historic tax credit application and 
review processes. 

• The group will also help improve communication with the State Historic Preservation 
Office and will help make the program more user-friendly. 

• Developers, architects, real estate companies, design firms and other parties involved 
with the historic tax credit were invited to contact Iowa’s Department of Cultural Affairs.  

• The department director will decide which of those stakeholders should make up the 
group so that various interests are represented. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Utility Allowance Comments 

• As regular listeners will recall, in August the Internal Revenue Service proposed updates 
to low-income housing tax credit utility allowance regulations.  

o The proposed regulations cement industry practice of using submetering 
arrangements to charge tenants utilities based on actual consumption, while 
using the applicable utility allowance to determine the maximum tenant paid rent.  

o In addition, the changes will allow building owners to charge a fee for the cost of 
administering submetering arrangements.  

• Under a submetering arrangement, low-income housing tax credit building owners use 
unit-based meters to measure utility consumption and tenants pay for the utilities based 
on their consumption.  

• The proposed changes make it clear that charging tenants actual utility consumption in a 
submetering arrangement is permitted.  

• The notice invited those interested in testifying at a Nov. 27 public hearing to submit a 
request to speak, but the IRS cancelled the hearing after reporting that it had not 
received any requests as of Nov. 2.  

• However, comments to the proposed changes were accepted through Oct. 9, 2012  
• The IRS received four comment letters covering a range of topics.  

o The National Council of State Housing Agencies wrote a comment letter that 
generally supported the proposal saying quote, “… the proposed regulations 
generally allow for more accurate utility allowance determinations, provide 
greater flexibility to make such determinations, and help HFAs promote energy 
efficiency in housing credit properties.”  

o A group of LIHTC developers, owners, management agents and lenders, 
including the National Multi Housing Council and National Affordable Housing 
Management Association also supported the proposal but raised some concerns.  
For example, the group wrote quote, “… we are very concerned with the IRS’ 
interpretation in the August 7, 2012, proposed rule regarding the approval of 
permitted estimation methods by state housing agencies … We disagree with the 
general implication of this language that state housing agencies may arbitrarily 
choose to disapprove any method described in the regulation.”  

o Similarly, the Texas Department of Housing and Community Affairs addressed 
specific concerns in its comment letter. For example, the agency recommended 
that approval by the agency with jurisdiction over the building should be 
necessary for both properly licensed engineers and qualified professionals. As 
such the Texas Department of Housing and Community Affairs suggested the 
regulation should make it clear that the state housing finance agency has the 
ability to approve or deny an owner's utility allowance, unless they are a RHS 
property or HUD regulated building. 

o And finally, Cameron Williams of 2rw Consultants Inc. suggested that an 
engineered type model and methodology for utility allowances could adequately 
compensate tenants for an appropriate level energy and utility use and create 
financial incentives for owners and developers to build more energy efficient 
housing stock.  

• A detailed summary and analysis of the changes was published in the September issue 
of the Novogradac Journal of Tax Credits.  

http://www.novoco.com/marketing/shopping_product_detail.m?id=346
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• Copies of all four comment letters are available online in the LIHTC Hot Topics section 
at www.novoco.com.  

• And if you have questions about how the changes would affect your LIHTC property, 
please contact my partner Jim Kroger, CPA, in Novogradac’s San Francisco office.  

 
HUD Extends Public Comment Period on Smoke-Free Policy 

• Before I wrap up the affordable housing portion of today’s podcast, I have an update on 
a topic we discussed in on October 9.  

• The Department of Housing and Urban Development has reopened the public comment 
period on how it can support smoke-free policies in public and multifamily housing. 

• HUD is specifically asking resident councils, advocacy groups, housing providers and 
the general public to share: 

o Best practices and practical strategies for implementing smoke-free policies, 
o Ideas for overcoming potential obstacles, 
o Methods for supporting residents and housing providers in the transition to 

smoke-free housing and 
o Input from housing providers that have decided not to impose a smoking ban 

• HUD originally posted its request for comments on Oct. 4 in the Federal Register and the 
deadline was Nov. 5.  

• The deadline for submitting comments has now been extended to Jan. 22, 2013. 
• A copy of the notice requesting the information on smoke-free policies can be found 

online at the HUD Resource Center at www.hudresourcecenter.com.  
 
 
  

http://www.novoco.com/
http://www.hudresourcecenter.com/
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RENEWABLE ENERGY TAX CREDIT NEWS 
 
Support Grows for PTC Extension  

• On Nov. 28, Sens. Mark Udall and Chuck Grassley and Reps. Jerry McNerney, and 
Steve King held a news conference calling for an extension of the production tax credit.   

• Forty veterans from across the country joined the congressmen in calling for an 
extension of the PTC.  

o The veterans were visiting their congressional representatives in Washington, 
D.C. as part of Operation Free, a campaign of the Truman National Security 
Project. 

o Members of Operation Free want their representatives to support clean, 
renewable sources of energy and end the country’s dependence on foreign oil.  

o Many of the veterans participating in Operation Free now work in the renewable 
energy industry.  

• The news conference’s message was for Congress to extend the PTC and secure 
American jobs and energy security now.  

• That same day, members of the Congressional Progressive Caucus Energy and 
Environment Task Force announced their endorsement of H.R. 3307, the American 
Renewable Energy Production Tax Credit Extension Act of 2011. 

• H.R. 3307 is a bipartisan bill that would extend the PTC for four years, until 2016. 
• The Congressional Progressive Caucus Energy and Environment Task Force is made 

up of eight Democrats:  
o Earl Blumenauer,  
o Raúl M. Grijalva,  
o Maurice Hinchey,   
o Ed Markey,  
o Jim Moran,  
o Pete Stark,  
o John Tierney and  
o Peter Welch. 

• Like Sens. Udall and Grassley, the task force cited the job opportunities that the PTC 
create.  

• They said, quote:  
o “In this economy we can’t miss a single opportunity to invest 

in sustainable job creation, especially in growing sectors. This is the right step for 
the economy, for working Americans, and for the future of our environment.” 
Close quote.  

• As this legislative session winds down, we’re hearing more and more lawmakers, 
businesses and community groups voice their support for an extension of the PTC.  

• With all this support, I’m hopeful that Congress will pass legislation to extend the credit 
during this session.  
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NEW MARKETS TAX CREDIT NEWS 
 
CDFI Fund Seeks Public Comment on Native Communities Access to Capital and Credit 
Report 

• Last week the CDFI Fund invited comments for a proposed report to assess the state of 
access to capital and credit in Native Communities.  

• First some background:  
o In 2001, the CDFI Fund produced the Native American Lending Study 
o This report analyzed lending and investment practices on Indian reservations and 

other lands held in trust by the United States government.  
• Which brings us back to last week’s announcement.  
• The CDFI Fund says it is now building upon the original study 
• The research is intended to provide policy-makers, Tribal governments, Tribal 

community organizations, and economic development practitioners with detailed 
analysis and quantitative research. 

• The final report will be available to the public. 
• This report may be of interest to the new markets tax credit community, considering one 

of the goals of the tax credit program is to improve access to capital for distressed 
communities.  

• The CDFI Fund says the goal is for the research to lead to actionable recommendations 
for improving access to capital and credit in Native Communities.  

• As such, the CDFI Fund says it is particularly interested in comments that will help 
determine the focus and mission of the report, as well as influence its methodology.  

• Questions: 

1. What should the access to capital and credit report accomplish? 
2. What should be the scope and focus of the report? 
3. What are the top three desired outcomes of the report? 
4. Who are the key users of the report?  
5. Are there emerging trends, innovative concepts, and promising solutions that 

could significantly improve capital access and availability and quality of credit in 
Native Communities that the report should focus on or address? 

6. How did you or your organization use the Native American Lending Study? 
7. What were the most significant outcomes for you or your organization from the 

Native American Lending Study? 
8. What were the best elements of how the Native American Lending Study was 

conducted? 

• Instructions for submitting comments can be found online at www.cdfifund.gov.  
 

 
 

http://www.cdfifund.gov/

