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In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac, CPA, shares an update on 

the government shutdown, discusses proposed funding for Treasury and HUD, talks about 

Congressional committee roles and assignments, and goes over updates on FHFA leadership 

and duty to serve plans for Fannie Mae and Freddie Mac. He also has brief news on opportunity 

zones, IRS regulations and a new markets tax credit report.  
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GENERAL NEWS 

Government Shutdown, House Spending Package 

 It’s a new year and it’s a new Congress. 

 Thanks to the November mid-term election results, the Republicans increased their 

number of seats in the Senate from 51 to 53. 

o Democrats now have 45 seats and there are two Independents, who caucus with 

the Democrats. 

 Sen. Mitch McConnell remains Majority Leader and Sen. Chuck Schumer remains 

Minority Leader. 

o However, Republican John Thune of South Dakota was selected as majority 

whip for the new Congress. 

 Thune is succeeding Sen. John Cornyn of Texas. 

 Sen. Cornyn reached his term limit in the position. 

o Democrat Dick Durbin of Illinois remains Senate Minority Whip.  

 Meanwhile, the House switched control after the Democrats had a net gain of 40 seats. 

o Democrats now have 235 seats in the new Congress, Republicans have 199 and 

there is one vacancy. 

 As expected, Rep. Nancy Pelosi of California was elected House Speaker. 

o It’s a position she held from 2007 to 2011, previously.  

o And it’s also no surprise that Maryland Democrat Steny Hoyer is Majority Leader. 

o Kevin McCarthy, California Republican, is the Minority Leader. 

o South Carolina Democrat Jim Clyburn is the majority whip. 

o And Louisiana Republican Steve Scalise is minority whip.  

 Now the big question is what can we expect to be accomplished with a divided Congress 

and a Republican president? 

 Now the new Congress is going to face a slew of items including budget spending caps, 

expiring debt ceiling suspension, potential technical corrections to the 2017 tax law, tax 

extenders and much, much more. 

 But, the first test will be whether Congress can end the partial government shutdown that 

has been in effect for the past two-and-a-half weeks. 

 The partial government shutdown began after a continuing resolution expired Dec. 21, 

2018. 

 As you know, disagreements over funding a border wall have brought negotiations to a 

standstill. 

 President Trump will be speaking to the nation from the Oval Office tonight on this 

matter. 

 Now on the House side, as the case-in-point of the negotiations being at a standstill, the 

House did pass two spending packages Thursday night, last Thursday, and they were 

practically dead on arrival in the Senate.  

 Now one of the two packages included six, full-year spending bills that had been 

approved previously in the Senate during the last congressional session. 

 The other House package was a short-term spending bill to keep the Department of 

Homeland Security open until Feb. 8. 

 Well, separating Homeland Security from the other spending bills did open the door to 

funding the non-controversial bills for a full year and setting aside the border wall debate.  
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 Needless to say, the Democratic-led House did not include additional funding for a 

border wall. 

 Now the White House threatened to veto both packages before they could even be 

considered in the Senate.  

 And to no surprise, Senate Majority Leader Mitch McConnell of Kentucky said any 

legislation without the president’s support is a nonstarter.   

 Hence, the continued stalemate. 

 Now even with the president’s rejection of the House proposal, that legislation is still 

important as an indication of Democratic priorities and potential areas of future bipartisan 

agreement. 

 So what was in it? 

 Well the House package included a little more than $54 billion in gross appropriations to 

keep the Department of Housing and Urban Development, or HUD, funded through 

Sept. 30, the end of the fiscal year. 

 My colleague Peter Lawrence has written a blog post that details the spending package, 

so I’m not going to list all the funding amounts here, but I will provide a link to that blog 

post in today’s show notes, as well as tweeting out a link. 

 The bottom line is that the House proposal would provide enough funding to renew all 

existing tenant-based rental assistance vouchers. 

 Now the HUD bill would also increase funding for community planning and development 

above the fiscal year 2018 enacted level, as well as above the president’s budget 

request. 

o Now Community Development Block Grants and HOME funding, which you 

might be interested in, is provided within that category. 

 The House package also included $250 million to fund the CDFI Fund. 

 Now that $250 million amount equals the fiscal year 2018 enacted level and, more 

significantly, rejects a $236 million cut proposed by the president. 

 Now getting affordable housing and community development funding approved soon is 

critical. 

 The National Association of Housing and Redevelopment Officials, or NAHRO, reported 

that HUD has enough money only to ensure that payments for the housing choice 

voucher program and the public housing operating fund are paid through February. 

 NAHRO said that there’s currently not enough money to make housing choice voucher 

and operating fund payments for March. 

o That is, of course, unless Congress, or until Congress authorizes more HUD 

funding. 

 I should also note that it’s not clear how much longer HUD will be able to continue 

funding other major programs during the shutdown. 

 For instance, according to HUD Deputy Assistant Secretary for Multifamily Housing 

Lamar Seat, no applications for multifamily FHA Insurance will be accepted or 

processed. 

 Now I’m going to keep an eye on continued efforts to reopen the government, as well as 

to fund and administer critical programs. 

 And I’ll report any updates in future episodes of the podcast and/or send out tweets. 

 Now my colleague Peter Lawrence is also going to moderate a discussion of the latest 

news on housing-related funding this week at the Novogradac 2019 Affordable Housing 

Conference entitled: Using RAD and the LIHTC to Improve Communities. 
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 Now this conference will be in Miami Beach, Fla., this Thursday and Friday. 

 I’ll tweet the registration link. 

 There’s still time to join nearly 300 of your colleagues at the conference. 

 Also, follow me on Twitter.  

 My Twitter handle is @Novogradac. 

 

Committee Roles, Assignments 

 Now with a new Congress, and a new year, it’s important to go over some key 

committee roles and assignments for this new Congress. 

 We’ll start with the Senate. 

 The Senate Finance Committee welcomed several new members, as well as had a 

leadership change. 

 As we’ve discussed over the last 12 months or so, former Committee Chairman Orrin 

Hatch was set to retire and did retire at the end of the last Congress. 

 This gave Sen. Chuck Grassley of Iowa a chance to reclaim the Finance Committee 

gavel.  

o Sen. Grassley was previously Finance Committee Chairman for the first half of 

2001, and then again from 2003 to 2007. 

 Though there’s also three new Republican members on the Finance Committee. 

o They’re James Lankford of Oklahoma, Steve Daines of Montana and Todd 

Young of Indiana. 

 Now Sen. Young is likely to be the lead Republican cosponsor of the next iteration of the 

Cantwell-Hatch Affordable Housing Credit Improvement Act. 

o You may recall, Sen. Young was a cosponsor of that legislation in the last 

Congress. 

 Now Sen. Daines was a cosponsor of the Blunt-Cardin new markets tax credit (NMTC) 

permanence bill in the last two Congresses. 

o And with the NMTC set to expire at the end of 2019, Congress is going to need 

to reauthorize additional rounds for this incentive to continue. 

 Now on the Democrat side of the Finance Committee, two Senate Finance Committee 

Democrats lost their bids for reelection in November: they were Bill Nelson of Florida 

and Claire McCaskill of Missouri. 

 Therefore, to take their place on the Finance Committee, Senate Minority Leader Chuck 

Schumer announced first-term Sens. Catherine Cortez Masto of Nevada and Maggie 

Hassan of New Hampshire. 

 They’ll be taking the two open Democratic seats. 

 Now let’s turn to the Senate Banking Committee where there are also some new 

members. 

 Republicans Sens. Kevin Kramer of North Dakota and Martha McSally of Arizona will be 

joining the Senate Banking Committee, this after former Sen. Dean Heller of Nevada 

was defeated in his reelection campaign and former Sen. Bob Corker of Tennessee 

retired. 

 Turning to the Democratic side, two seats freed up: Senate Banking Committee 

members Joe Donnelly of Indiana and Heidi Heitkamp of North Dakota both lost their 

reelection races. 

 Filling those seats: Democratic Sens. Kyrsten Sinema of Arizona and Tina Smith of 

Minnesota. 
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 Now let’s turn to the House. 

 The tax-writing Ways and Means Committee has had a change in power, with the 

change in power of the House. 

 Former ranking member Richard Neal was elected Ways and Means chairman last 

month. 

o I’ve mentioned before that Chairman Neal is the lead sponsor of the Affordable 

Housing Credit Improvement Act and New Markets Tax Credit Extension Act in 

the House in previous sessions of Congress. 

 Former chairman Kevin Brady will now be the ranking member of the Ways and Means 

Committee. 

 Now the names of the additional Ways and Means committee members, and there’s 

going to be many, is expected to be announced within the next seven days or so. 

o And once we know it, we’ll report on those names in a future podcast. 

 And lastly, the House Committee on Financial Services is chaired now by Rep. Maxine 

Waters of California. 

o On the Republican side, former committee chairman Jeb Hensarling of Texas 

has retired, and Rep. Patrick McHenry of North Carolina has become the ranking 

member. 

 

FHFA Director 

 Now, let’s move from the Legislative Branch to the Executive Branch. 

 President Trump has named Joseph Otting as acting director of the Federal Housing 

Finance Agency, or FHFA. 

 Otting takes over for former FHFA Director Mel Watt, whose last day was two days ago, 

Sunday. 

 Now Otting will serve as acting FHFA director until a permanent director is confirmed.  

 Mark Calabria, the chief economist for Vice President Mike Pence, has been nominated 

to the permanent position. 

o Now the Senate has not scheduled a nomination hearing for Calabria, I should 

note. 

 Now Otting is, as you know, Comptroller of the Currency, currently, and that is a position 

he will continue to fill. 

 Now a key date to keep an eye on is March 1. 

 What’s March 1? 

o That’s the deadline by which FHFA is supposed to transfer the 2018 allocations 

of funding from Fannie Mae and Freddie Mac for the Housing Trust Fund and the 

Capital Magnet Fund. 

o These transfers are to HUD and the CDFI Fund, respectively. 

o The FHFA Director could decide to block that transfer before the transfer occurs. 

o Also, he could direct Fannie Mae and Freddie Mac to stop setting aside 

allocations for those funds over the course of 2019. 

o Needless to say, we’ll be keeping a close eye on that and reporting on it in future 

podcasts and on Twitter. 
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Fannie, Freddie Duty to Serve 

 Now in related news Fannie and Freddie news, the FHFA published revised Duty to 

Serve plans for these two government sponsored enterprises.  

 Now these plans for Freddie and Fannie are published every year, and they are for 2018 

through 2020. 

 Now as you know, the Housing and Economic Recovery Act of 2008 requires Fannie 

and Freddie to serve three underserved markets. 

 What are those three markets? 

o One is manufactured housing, 

o The second is affordable housing preservation, and 

o the third is rural housing.  

 The duty to serve plans show that both agencies, Fannie and Freddie, plan to purchase 

low-income housing tax credit and mortgages serving those underserved markets. 

 Now Freddie will re-engage in the low-income housing tax credit (LIHTC) equity market 

in rural areas, while Fannie will increase their LIHTC equity investments. 

 Now you can read more about Fannie and Freddie’s duty to serve plans in the January 

issue of the Novogradac Journal of Tax Credits. 

 I’ve included a link to the article in today’s show notes as well as I’ll send out a tweet. 
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OTHER NEWS 

 Now turning to other news, the Novogradac Opportunity Zones Working Group has sent 

a letter to Treasury and the IRS concerning the proposed regulations for opportunity 

zones. 

o The letter comments on issues raised by the Treasury regulations that were 

released in October. 

o Now the letter also provides recommended solutions and responds to some 

specific requests. 

o Now there are a baker’s dozen, 13 issues raised, and each discussion includes 

recommendations for revisions. 

o Now I’ve included a link to the letter in today’s show notes. 

 I should also note that originally we were planning on testifying at a hearing to be held 

on Jan. 10, this Thursday, on these regulations. 

 Unfortunately, because of the government shutdown, that hearing has been cancelled.  

o Now it’s really, they say cancelled in that notice, but it ’s really postponed. 

o There will be another hearing that will be scheduled to replace this hearing once 

the government opens up. 

o And we won’t know the date, but we do know that the date of the next hearing 

will be two weeks after the date the announcement comes out. 

o So stay tuned for that future hearing. 

 And unfortunately, this isn’t going to speed up the release of opportunity 

zones guidance, this is only going to serve to delay it. 

 Now in related news, and this is big news, Maryland Gov. Larry Hogan this week 

announced a series of moves to expand that state’s, Maryland’s opportunity zones 

incentive. 

o Hogan announced targeted funding in several ways for the state’s 139 

opportunity zones. 

o Now it includes funding for affordable housing, business lending and more. 

o The governor also created a state opportunity zones leadership task force and 

said his administration will introduce legislation to extend a tax credit for jobs that 

are created in opportunity zones. 

o Now we’re going to have more information on that bill when it’s introduced, so 

stay tuned. 

 Now elsewhere in the IRS regulations issuance front, the IRS issued final regulations on 

the public approval requirement for tax-exempt private activity bonds that are issued by 

state or local governments. 

o The final regulations are based on proposed regulations that were released in 

2017. 

o Now private activity bonds, tax-exempt private activity bonds, are combined with 

4 percent LIHTCs on many affordable housing developments. 

o The major changes for the regulations concern the timing and contents for public 

notices of public hearings on the issuing of bonds.  

o These final regulations apply to bonds issued under a public approval after 

March 31. 
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o However, for bonds being issued before then, the issuer may apply the updated 

provisions. 

o However, if the issuer applies the new provisions, they must apply all of them. 

 Now in other news, the IRS issued a revenue procedure that provides an optional 

depreciation table for residential rental property that uses the alternative depreciation 

system under Section 168. 

o Now this table deals with an issue from tax reform. 

o Last year’s tax reform legislation changed the recovery period under the 

alternative depreciation system from 40 years to 30 years. 

o That’s for property placed in service after 2017. 

o So now we have an optional depreciation table that you can use for that 30-year 

life. 

o I’ve provided a link to Rev. Proc. 2019-08 in today’s show notes. 

 Now I do want to switch to community development news and let you know that the 

CDFI Fund released a summary report on NMTC investments from 2003 through 2016. 

o During that period, allocatees of the NMTC disbursed more than $44 billion in 

qualified equity investment proceeds for NMTC investments. 

o You can find a link to the report in today’s show notes and on my Twitter page 

because I’ll tweet out a link as well. 
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RELATED RESOURCES 

 
Journal Anniversary Discount 

Use the coupon code Decade1 on any subscription option, https://t.co/2GMM9ETSHb  

 

HUD Blog Post 

House-Approved 2019 Omnibus Appropriations Would End Shutdown, Increase HUD 

Funding but Wall Funding Impasse Prevents Enactment 

 

Novogradac Conference 

Novogradac 2019 Affordable Housing Conference: Using RAD and the LIHTC to 

Improve Communities 

 

Duty to Serve Plans 

Fannie Mae: Introduction of the Duty to Serve Underserved Markets Plan for the 

Manufactured Housing, Affordable Housing Preservation and Rural Housing Markets, 

Dec. 14, 2018 

 Freddie Mac: Duty to Serve Underserved Markets Plan for 2018-2020 

 

OZ Working Group Letter 

 Working Group Letter 

 

Maryland OZs 

 Executive Order 

 

Alternative Depreciation System 

 Rev. Proc. 2019-08 

 

NMTC Report 

 New Markets Tax Credit Public Data Release 
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