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(b)(4)(i)

(b)(4)(ii)(B)

(b)(4)(ii)(C)

(b)(4)(ii)(D)

(b)(4)(ii)(E)

IF:

Then the appropriate 

utility allowance is:

1.

2.

Section

Treas. Reg. § 1.42-10

3.

4.

5.

6.

7.

RHS Utility AllowanceBuildings assisted by Rural Housing Service (RHS)

Buildings with RHS assisted tenants

Buildings regulated by HUD (and no RHS assis.)

All other buildings

(b)(1)

(b)(2)

(b)(3)Applicable HUD Utility Allowance

(b)(4)

*Individual units with tenants receiving HUD rental assistance must use the 

applicable PHA Utility Allowance (No. 3 in our list) 

PHA Utility Allowance*

Local Utility Company Estimate

State Agency Estimate

HUD Utility Schedule Model

Energy Consumption Model 
(performed by engineer or other professional 
approved by state agency)

Alternative
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Regulated Buildings

• With the exception of RHS buildings and HUD regulated buildings, owners 

may combine methodologies

• Be careful… different methods have different annual review requirements 

and effective dates!
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IF:

Then the appropriate 

utility allowance is:

1.

2.

Section

Treas. Reg. § 1.42-10

3.

4.

5.

6.

7.

RHS Utility AllowanceBuildings assisted by Rural Housing Service (RHS)

Buildings with RHS assisted tenants

Buildings regulated by HUD (and no RHS assis.)

(b)(1)

(b)(2)

(b)(3)Applicable HUD Utility Allowance

HOME? Other?
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IF:
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utility allowance is:

1.

2.

Section

Treas. Reg. § 1.42-10

3.
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Buildings with RHS assisted tenants

Buildings regulated by HUD (and no RHS assis.)
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(b)(1)

(b)(2)

(b)(3)Applicable HUD Utility Allowance

(b)(4) PHA Utility Allowance*

*Individual units with tenants receiving HUD rental assistance must use the 

applicable PHA Utility Allowance (No. 3 in our list) 

(b)(4)(i)

Unlike for (b)(2) and (b)(3) , this is limited to these units, not “all rent-restricted units”
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(b)(4)(i)
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If more than one company serves your property you 
can use the estimate from either one.
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PHA Utility Allowance*
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Treas. Reg. § 1.42-10

Annual Review Requirements
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Treas. Reg. § 1.42-10(c)(1)

“The building owner is not required to review the utility allowances, or implement new utility 

allowances, until the building has achieved 90 percent occupancy for a period of 90 consecutive days or 

the end of the first year of the credit period, whichever is earlier.”

12/3112/31

Deadline to
Perform 

Annual Review

Annual Review Requirements

Alternative
UA 

Approved

1/15
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Deadline to
Implement 

New UA

90 Days

90 Days

Treas. Reg. § 1.42-10(c)(1)

“The building owner is not required to review the utility allowances, or implement new utility 

allowances, until the building has achieved 90 percent occupancy for a period of 90 consecutive days or 

the end of the first year of the credit period, whichever is earlier.”

12/3112/31

Deadline to
Implement 

New UA

Annual Review Requirements
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90 Days

90 Days

Treas. Reg. § 1.42-10(c)(1)

Deadline to
Implement 

New UA

12/3112/31

“The building owner is not required to review the utility allowances, or implement new utility 

allowances, until the building has achieved 90 percent occupancy for a period of 90 consecutive days or 

the end of the first year of the credit period, whichever is earlier.”

Annual Review Requirements
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Treas. Reg. § 1.42-10

Sub-Metering Arrangements
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1 BDR

1 BDR

2 BDR

2 BDR

Utility Company

BILL

$XX

BILL

$XX

BILL

$XX

BILL

$XX

$

$

$
$

Don’t know.
Don’t have to know.

Utility allowance

LIHTC rent limit

Charge to tenant

-    75

$1,000

$   925

-   50

$  900

$  850
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1.42-10T(e)(1)(iv)(A):

(iv) The rate at which the building owner bills for the utility satisfies the following requirements:
 (A) To the extent that the utility consumed is described in paragraph (e)(1)(i)(A) of this section, the 

utility rate charged to the tenants of the unit does not exceed the rate incurred by the building 
owner for that utility; and

Sub-Metering Arrangements
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Ratio Utility Billing System (RUBS)

• RUBS is a method of allocating utility costs in a multi-unit complex that helps keep total 
housing costs as low as possible.

• The bill for utilities is distributed amongst the tenants based on a formula made of the 
number of occupants, square footage of the unit, number of bathrooms, or number of 
water fixtures. 

So can we use RUBS with LIHTC Properties? 

YES.
(with caution)
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Novogradac & Company LLP (“Novogradac”) is the copyright owner of this webinar. This webinar, audio and video 

recordings of this webinar, the slide deck, transcripts, and any other handouts branded with the Novogradac logo 

(collectively the “Materials”) are provided to viewers of this webinar for informational and/or educational purposes only 

and audio, video, or photographic copies and/or derivative works of the Materials may not be created, distributed or 

reproduced without the consent of Novogradac. The Materials and attendance at the conference are not a substitute for 

professional advice. By accessing the Materials and attending the webinar, you agree to the terms of this disclaimer. You 

agree to use the Materials for informational and/or educational purposes only. No other use, including, without limitation, 

reproduction, retransmission or editing of the Material may be made without the prior written consent of Novogradac. You 

agree that Novogradac makes no warranty, guarantee, or representation as to the accuracy or sufficiency of the 

information in the Material and that Novogradac is not responsible for any such business, financial and/or tax decisions 

made by you based on the information contained in the Materials. You agree not to make audio or video recordings of the 

webinar instruction. You may not copy, cite to, or distribute the Materials, in whole or in part, without the prior written 

consent of an authorized officer of Novogradac. All rights reserved 2023 by Novogradac & Company LLP. Novogradac & 

Company LLP is a registered trademark of Novogradac.

Copyright Notice and Disclaimer



SAHF by the Numbers

12 
Non-Profit 

Housing Providers

1,950
Multifamily Properties 

Across the U.S.

SAHF properties are located in

49 states
+D.C., Puerto Rico, and the Virgin Islands

149,000+
Rental Homes for Families, Seniors, 

and Special Needs Populations

230,000+
People Served by SAHF Members



IRA Landscape 

$27B
EPA Greenhouse Gas 

Reduction Fund 

$5B 
EPA Climate 

Pollution Reduction 
Grants

$2B
HUD Green & 

Resilient Retrofit 
Program

$8B 
DOE Home 

Energy Rebates

$2B
 EPA Community 
Change Grants 

$???B 
IRS Renewable 

ITC



HUD Green & Resilient Retrofit Program



HUD Green & Resilient Retrofit Program
The Elements The Leading Edge The Comprehensive

Maximum award: $750k per property. $40k 
per unit.

Maximum award: $10M per property. $60k 
per unit.

Maximum award: $20M per property. $80k 
per unit cap.

Modest investment for early-stage planned 
recapitalization projects.

More significant investment for early-stage 
planned recapitalization projects. Does not 
require extensive collaboration with HUD.

Investment to initiate a recapitalization 
project. Projects can be standalone or part 
of a larger recapitalization and will require 
signification collaboration with HUD and 
contractor, who will drive the scope of work.

Allow for upgrades or additions of greener or 
more resilient building components and 
systems to existing SOW.

Allow for ambitious upgrades that move 
towards net zero, resilience. Properties must 
demonstrate at least 25% energy reduction. 
Requires green building certification.

Allow for ambitious upgrades that move 
towards net zero, resilience. Properties must 
demonstrate at least 25% energy reduction. 
Expect to achieve 40%+ in emissions 
reductions

Example applicant: The recapitalization 
project will replace the in-unit HVAC systems 
with higher-efficiency electric HVAC systems.

Example applicant: An experienced property 
owner is ready to move forward with Passive 
House certification financed by another 
funding source (e.g. LIHTC).

Example applicant: The property has high 
REAC scores and low capital needs, but is 
using older equipment dependent on fossil 
fuel sources. It is in an area of wildfire risk.



HUD GRRP Elements Project

• Community Manor, Cincinnati, OH

• 19 units in the Over-the-Rhine 
Neighborhood of Cincinnati

• $750,000 Award Round 1 HUD GRRP 
Elements

• Will fund air sealing work, new 
plumbing fixtures, and in-unit 
conversion from gas fired furnaces to 
air-source heat pumps:

• UA: heating costs will move from 
gas to electric



– Rental Assistance Demonstration (RAD)

• This process is originally detailed under Tenant-Paid Utility Savings under 
RAD notice RAD Notice H-2019-09 PIH-2019- 23 (HA)

– RAD for PRAC, or Project Rental Assistance Contract 

• There is a process to address the Split Incentive under SECTION I: RAD FOR 
PRAC INITIAL CONTRACT RENT SETTING in RAD Notice 2023-08 PIH-2023-
19 (HA) 

– Green and Resilient Retrofit Program (GRRP)

• The GRRP explicitly references the Split Incentive Issue under 9.5. “Split-
Incentives” and Shared Savings

Green and Resilient Retrofit Program for Multifamily Housing (GRRP) Notice, Department of Housing and Urban Development (2023)
RAD Notice 2023-08 PIH-2023-19 (HA) ,U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT (2023)

RAD Notice H-2019-09 PIH-2019- 23 (HA), U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT (2019)

HUD References to Split Incentive

https://www.hud.gov/sites/dfiles/Housing/documents/H-2023-05_GRRP_Notice_issued_2023-05-11.pdf
https://www.hud.gov/sites/dfiles/Housing/documents/RADSupplementalNotice4B _FINAL.pdf
https://www.hud.gov/sites/dfiles/Housing/documents/H-2019-09-PIH-2019-23_RAD_Notice Rev4_20190905.pdf


Same Method, Different Name

• The original 2019 RAD Notice shares the same methodology as stated in all 

three of the previous notices- just titled differently

• Each notice also gives owners a pathway to address the split incentive. Below 

is the process established by HUD:

1. Owner decides to complete energy and water savings upgrades that will reduce tenant 

utility costs and create a scope of work

2. Owner hires a third-party consultant to determine projected utility savings via ECM 

based on the scope of work

3. Rents and UAs are then adjusted after the project is complete:

▪ Utility allowances are reduced to the projected utility costs

▪ Rents are increased by 75% of the projected utility cost savings



DOE Rebate Program

Rebate Type​ Rebate Amount​

Home Efficiency 

Rebates​ (HER)

• Retrofits of existing buildings 

• Rebate level varies depending on the level of efficiency improvements, not to 

exceed:

• $4,000 per housing unit for energy savings of 20%-34%

• $8,000 per housing unit for energy savings of 35% or more

• Up to 80% of project costs

Home 

Electrification and 

Appliance Rebates 

(HEAR)

• New construction and retrofits

• Appliance-based rebates with caps

• 100% of project costs not to exceed the max rebate level of $14,000 per housing 

unit

Administered by State Energy Offices and must dedicate at least 10% to low-income multifamily. The 

following rebates are available for multifamily buildings where at least 50% of households have 

incomes below 80% AMI



What is the Greenhouse Gas Reduction Fund (GGRF)?

National Clean Investment Fund 
(NCIF)

Clean Communities Investment 
Accelerator (CCIA)

Solar for All (SFA)

$14 BILLION
3 AWARDEES will…

$6 BILLION
5 AWARDEES will…

$7 BILLION
60 AWARDEES will…

deliver accessible, affordable financing 
for clean technology projects 
nationwide

partner with private-sector investors, 
developers, and community 
organizations to deploy projects, 
mobilize private capital at scale

provide funding and technical 
assistance to community lenders 
working in LIDAC communities to 
deploy clean energy projects

build the capacity of hundreds of 
community lenders to finance projects 
for years

create new or expand existing low-
income solar programs, which will 
enable over 900,000 households in low-
income and disadvantaged 
communities to benefit from 
distributed solar energy



CLIMATE UNITED Multifamily Technical Requirements
ENERGY PERFORMANCE ELECTRIFICATION RENEWABLE ENERGY

Retrofits of Existing Buildings

Save a Ton
20% Energy Reduction OR 1 Ton Carbon 
reduction per unit annually

N/A N/A

Clean Air
35% Energy Reduction OR Certified 
Energy Star Score of 75+

All-Electric N/A

New Construction

Clean Air 
Boost

At least 10% lower modeled energy use 
than the latest model energy code OR 
Certified Energy Star Score of 90+

All-Electric Powered solely by
renewable energy

Based on current knowledge of the program parameters. We do not have final terms and we are continually receiving 
updated guidance, so all information is subject to change.



Renewable ITC Low-Income Bonus: 

Category 3 (Affordable Housing)
• At least 50% of the financial value of rooftop solar energy generated must 

be shared equitably with residents. Two pathways:

– If the financial benefit is distributed via resident utility bill savings, it 

must be distributed in equal shares among housing units OR 

distributed proportionately among residents based on square 

footage, or number of occupants.

– If not via resident utility bill, see HUD guidance.



HUD & Renewable Energy & UA
HUD Guidance for Community Solar & Utility Allowances: 

– Community solar: where one party owns the solar and passes financial 
benefits/clean energy to another party.

– If the solar credit amount fluctuates every month based on electricity 
consumption (i.e., not based on solar output) and/or the electric bill show a 
lowered utility rate per kilowatt-hour, the UA needs to be adjusted. (This is 
currently rare to see on utility bills)

– Otherwise no impact to UA.

Is it resident income? If a community solar benefit appears on an electricity bill as an amount credited from 
the total cost of the bill, the credit should be treated as a discount or coupon to achieve a lower energy bill 
(rather than a cash payment or cash-equivalent payment being made available to a resident). In this case, 
the credit will not be counted towards income as discounts on items purchased by a tenant are not 
viewed as “annual income” to the family.

https://www.hud.gov/sites/dfiles/OCHCO/documents/2023-09hsgn.pdf



Lauren Westmoreland 
Vice President, Energy & Sustainability

Lwestmoreland@sahfnet.org

mailto:Lwestmoreland@sahfnet.org


What is the impact on Tax 
Credits for Utility Allowance 

Non-compliance?

Missy Covington, HCCP, NTCCP
VP, Compliance 

Raymond James Affordable Housing Investments
missy.covington@raymondjames.com

mailto:missy.covington@raymondjames.com




40/60 vs Average Income Minimum Set Aside

Project 1
40/60 –  86 total units 40% Minimum= 35 units  
30 of 86 with max rent violation

Project 2
AIT –  96 total units 40% Minimum= 39 units  
96 of 96 with max rent violation



• Annual value per unit approximately $25,610

• Project 1, 30 non-compliant units = $768,300
• Year 4 + recapture = $1,024,400 – total $1,792,700 + penalties

• Project 2, 96 non-compliant units = $2,458,560
• Year 4 + recapture = $3,278,080 = $5,736,640 + penalties

Credit Impact/Financial Consequences
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