
Summary: January 2, 2018 
 

In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac, CPA, discusses what is on 

the legislative horizon after tax reform. He also talks about new practices recommended by the 

National Council of State Housing Agencies. After that, he discusses a recent ruling on the 

implementation of HUD’s small area fair market rent rule. Then, he wraps up with a rundown of 

other headlines from the past week. 

 

 

Summaries of each topic:  

 

1. General News (01:22-11:50) Pages 2 – 4  

2. Other News (11:51-13:25) Page 5 

 

 

 

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, 2017. 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 

Beyond Tax Reform 

 Well, it’s been about 10 days now since President Donald Trump signed into law H.R. 1, 

the Republican tax reform, or tax cut bill, depending on how you look at it. 

 Many provisions of the bill did go into effect yesterday, Jan. 1. 

 What I want to talk about now is the next big question: where does Congress go from 

here? 

 With a tax bill officially enacted, the next order of business for Congress is to find a way 

to keep the government funded past the continuing resolution expiration date of Friday, 

Jan. 19. 

o That’s about two-and-a-half weeks away. 

o If Republicans and Democrats can reach a deal to increase the spending caps, 

then I expect Congress to consider a fiscal year 2018 omnibus appropriations bill 

to fund the government past the Jan. 19 current deadline through the end of the 

fiscal year on Sept. 30. 

o Now if they still can’t reach a deal, then I expect yet another continuing 

resolution, this one probably effective through Sept. 30. 

 As part of that legislation, Congress may include tax extenders. 

 Now you may recall, the House included extensions of the “orphaned” renewable energy 

investment tax credit (ITC) technologies as part of their larger tax bill. 

 However, Republican leaders, or at least Senate Republican leaders, decided to deal 

with tax extenders separate from the tax bill, since typically tax extenders legislation isn’t 

paid for. 

o Or at least been part of the $1.5 trillion in maximum tax cuts.  

 Now since then, Senate Finance Committee Chairman Orrin Hatch introduced an 

extenders bill. 

 That bill was introduced last month that would extend the “orphaned” renewable energy 

ITC technologies, as well as the residential and nonbusiness energy tax credits, the new 

energy-efficient home tax credit and the commercial property energy efficiency tax 

deduction. 

 Those are just some of the provisions in this extenders bill. 

o The bill is entitled, the Tax Extender Act of 2017, and it does not mention any 

provisions related to the low-income housing tax credit (LIHTC), new markets tax 

credit (NMTC) or historic tax credit (HTC). 

o I note, though, Sen. Rob Portman of Ohio did say during the Senate Finance 

Committee’s tax reform discussion, consideration of the tax bill, that he believed 

the NMTC could be extended beyond 2019 in tax extender legislation. 

 Now so far, Sen. Hatch’s tax extender legislation has five cosponsors. 

 They’re all Republican members of the Senate Finance Committee.   

o Pretty senior members. 

 Sens. Chuck Grassley of Iowa, 

 Mike Crapo of Idaho, 

 Pat Roberts of Kansas, 

 John Thune of South Dakota, as well as 

 Johnny Isakson of Georgia. 
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 Now time will tell whether the tax extenders legislation gains any traction in the Senate 

and House. 

 I’ll naturally keep you updated. 

 Follow me on Twitter as well for updates during the week. 

 Now, to circle back to the tax bill, the tax reform bill. 

 In the long run—and I mean in the next year or more—possibly 10, 11 months, more 

likely a year or more, look for technical corrections legislation to address any errors in 

the tax bill. 

 You should remember that the Tax Reform Act of 1986 was followed by the Revenue 

Act of 1987, as well as the larger Technical and Miscellaneous Revenue Act of 1988. 

 Both these follow-up bills addressed technical errors and oversights of the 1986 tax 

legislation. 

 Considering how quickly the 2017 tax bill was ushered through Congress, you can 

expect lawmakers will have their work cut out for them identifying areas in need of 

additional guidance and technical corrections. 

 Regarding Tax Reform, we did host a webinar at the end of last year, along with Rick 

Goldstein and Forrest Milder of Nixon Peabody, where we provided an overview of the 

final tax reform bill.   

 You can go online and watch, for a small fee, the webinar to get an overview of many 

parts of the tax bill and their effects on the tax credit communities. 

 We also have a longer, more in depth 4 hour in person workshop planned in advance of 

our January LIHTC conference in Miami. 

 It’s next Wednesday. 

 I’d encourage you to go online and register to attend.   

 Simply go to www.novoco.com/workshops. 

 And also as you have interesting questions about tax reform and tax credit communities, 

please email them to cpas@novoco.com.  

NCSHA Recommended Practices 

 I want to switch gears now and provide an update that may influence how state 

allocating agencies administer the LIHTC. 

 The National Council of State Housing Agencies (NCSHA) last week released a revised 

and updated list of recommended practices in housing credit administration.  

 These are the practices recommended to state housing agencies and generally help 

guide how state agencies set their qualified allocation plans. 

o Now these aren’t mandatory practices, they’re recommended practices. 

o That said, most state agencies do conform their qualified allocation plans, or 

QAPs, and other tax credit policies to NCSHA’s recommendations. 

 The new list of recommended practices combine what used to be two separate lists of 

policies, one for compliance monitoring and the other for allocation and underwriting. 

 Of the 46 practices on the combined document, the lucky number 13 are new. 

 Some of the key changes are that: 

o Agencies should require audits of general contractors as part of the cost 

certification process. 

o Also in their recommendations, included was a list of what factors housing 

agencies should consider while evaluating concerted community revitalization 

plan definitions. 

http://www.novoco.com/workshops
mailto:cpas@novoco.com
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o Another new item is to restrict the role of local approvals and financial support in 

allocating LIHTCs. 

o The new recommended practices document also calls for a balance between 

locating LIHTC properties in so-called areas of opportunity, as well as 

revitalization efforts. 

o One of the compliance proposals is allowing owners of tax credit properties to 

use any available utility allowance. 

o There are, of course, many other recommended practices, both new and 

existing. 

 Our own Mark Shelburne has written a blog post on the most significant items in the 

recommended practices and you can find that blog post at www.novoco.com. 

o Mark’s blog post links to both the new recommended practices , as well as a red-

line document. 

 And if you’re already familiar with the old practices, you might them 

particularly useful. 

 There you can identify the significant changes. 

o Mark also says this is a document that will play a key role in how states set their 

QAPs over the next several years. 

o He says that program participants should understand how each practice fits with 

what matters most to their work and they should realize some agencies may 

need to deviate from these recommended practices. 

 Now this is the first update since the NCSHA updated its allocation and underwriting 

document nearly seven years ago, so it is significant. 

 Novogradac’s LIHTC Working Group did submit some comments on an earlier draft, 

many of which were reflected in the final version. 

 Now for information, if you’re interested in our working group, if you’d like to take part in 

similar opportunities to provide input on items such as NCSHA’s recommended practices 

as part of a larger group, you can go to our website at www.novoco.com., or just search 

LIHTC Working Group in Google. 

Small Area FMR Ruling 

 Next, I have some news from HUD. 

 A federal judge last week issued a preliminary injunction that requires HUD to implement 

its small-area fair market rent (SAFMR) rule effective Jan. 1–which was, of course, 

yesterday. 

 Now HUD had announced back in August that it would delay the SAFMR rule for two 

years. 

 To remind you, the SA FMR rule was implemented in 2016, the final year of the Obama 

administration. 

 It was designed to allow greater areas of access for low-income residents. 

o Now before the rule, public housing authorities were calculating housing voucher 

values on metropolitan-wide prevailing market rents – a larger area. 

o Now this change would have required these housing agencies to use more 

localized FMRs, SAFMRs, and it was originally going to go into effect Jan. 1, 

2018. 

o Now the purpose of the rule was so families in metro areas would have a wider 

level of choice for their rental housing opportunities.  

o Now the rule, as originally designed, was going to apply to 24 metro areas. 

http://www.novoco.com/
http://www.novoco.com/
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 Now in early 2017, HUD delayed the rule’s implementation.  

o Then, as I said, in August, HUD had said the delay would be for two years. 

o That delay brought the lawsuit. 

 The plaintiffs in the lawsuit are two women in Baltimore and a nonprofit.  

 The judge who issued the ruling said that the plaintiffs are likely to succeed in a lawsuit, 

so he ordered HUD to follow the rule on its original implementation date so the delay 

won’t cause irreparable harm to them. 

o The judge also said Open Communities Alliance, a nonprofit that provides social 

and economic opportunities for low-income people, would be harmed by a delay. 

 Now a reminder, this is just a preliminary injunction, so it’s not the final decision. 

o This ruling just means that affected PHAs must follow the SAFMRs rule until a 

final ruling is made. 

 My partner Rich Larsen, in our Toms River, N.J., office, says that the affected public 

housing agencies need to make adjustments immediately. 

o Again, this change was effective as of Jan. 1, 2018, so if you are a PHA in one of 

the 24 metro areas affected, you must use the SAFMRs for this month. 

o You can see a list of the metro areas at www.hudresourcecenter.com. 

 Also, Mark Shelburne has a blog post on this topic at www.novoco.com or search 

Novogradac blog. 

 And if you have any questions, please contact Rich Larsen in our Toms River office. 

  

http://www.hudresourcecenter.com/
http://www.novoco.com/
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OTHER NEWS 

 In other news, the Georgia legislature released a report that says the state LIHTC in 

Georgia is succeeding. 

 That said, it recommends the credit expire at the end of 2020, subject to review. 

o And while the report is generally positive about the state credit, it does call for a 

periodic review of all state tax credits. 

 Hence the expiration of 2020. 

o The report also does make other suggestions for the state credit, and you can 

find the report at www.taxcredithousing.com. 

 Meanwhile, the Federal Housing Finance Agency (FHFA) announced Fannie Mae and 

Freddie Mac’s undeserved markets plans for 2018 through 2020. 

o Those plans are required to serve underserved markets for manufactured 

housing, affordable housing preservation and rural housing. 

o Now in the plan, Fannie Mae expects to take over 269 loans secured by LIHTC 

properties over that time, as well as make five new LIHTC equity investments. 

o Freddie Mac, on the other hand, expects to make nine LIHTC equity investments. 

o You can read the plan at www.taxcredithousing.com. 

 Speaking of the FHFA, the agency also said it will re-instate $3 billion in reserves for 

Fannie Mae and Freddie Mac for the fourth quarter of 2017. 

o These reserves can be used as a cushion against expenses, and also help 

address fluctuations in their equity due to the drop in their corporate tax rate. 

 

http://www.taxcredithousing.com/
http://www.taxcredithousing.com/

