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In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac, CPA, begins with the 

general section, where he talks about what Treasury Secretary nominee Steven Mnuchin said 

about tax credits in his written response to questions from members of the Senate Finance 

Committee. He also has an update on the confirmation of Dr. Ben Carson as Secretary of the 

Department of Housing and Urban Development. Then he shares news about House Ways and 

Means Committee member Rep. Lynn Jenkins, R-Kan., and her  announced plans to retire after 

the 115th Congress. In low-income housing tax credit news, he discusses an unusual hybrid 4 

percent- 9 percent low-income housing tax credit plan proposed by the California Tax Credit 

Allocation Committee as a response to a disrupted low-income housing tax credit equity market. 

In new markets tax credit news, he talks about a deadline extension to sign the New Markets 

Tax Credit Coalition’s letter to Congress. And he shares information about a tool that can help 

qualified active low-income community businesses request new markets tax credits from 

community development entities. In the historic tax credit section, he gives an overview of some 

upcoming deadlines for Ohio’s next state historic tax credit allocation round. He closes out with 

the renewable energy tax credit section, where he discusses the Protection of Military Airfields 

from Wind Turbine Encroachment Act, two companion bills that were introduced to disallow a 

renewable energy investment tax credit or production tax credit for new wind turbines built near 

certain military properties. 

 
 
Summaries of each topic:  
 

1. General News (03:40 – 09:09) Pages 2 – 3   

2. Low-Income Housing Tax Credits (09:10 – 13:14) Pages 4 – 5  

3. New Markets Tax Credits (13:15 – 15:18) Page 6 

4. Historic Tax Credits (15:19 – 16:56) Page 7 

5. Renewable Energy Tax Credits (16:57 – 18:48) Page 8 

 

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 

Mnuchin Confirmation Update 

 In general news, the Senate Finance Committee was scheduled to vote on the nomination 
of Steven Mnuchin as Treasury Secretary this morning. 

 However, that vote was delayed.  

 We are awaiting information as to when the rescheduled vote will be held and I’ll send out 
a tweet when we learn. 

 I also, though, wanted to review the written questions, questions for the record that the 
Senate Finance Committee released last week. 

 These written questions gave committee members a chance to ask Mnuchin for his 
thoughts and his support for specific tax policies. 

 I’m happy to share that lawmakers asked specifically about the low-income housing tax 
credit (LIHTC), the new markets tax credit (NMTC), the historic rehabilitation tax credit 
(HTC) as well as renewable energy tax credits (RETCs). 

 More specifically, Ranking Member Ron Wyden and Sen. Maria Cantwell both asked 
Mnuchin about his plans for the LIHTC. 

 Wyden and Cantwell, along with Sens. Sherrod Brown and Ben Cardin, also asked about 
the NMTC. 

 Cardin and Sen. Bill Cassidy asked Mnuchin to keep the HTC in the tax code. 

 And Cantwell asked Mnuchin if he supports the renewable energy investment and 
production tax credits (ITC and PTCs), as well as the safe harbor guidance relating to 
them. 

 Now unlike the lawmakers’ very detailed questions, Mnuchin’s responses were generally 
the same and did not include any commitment to retain or support any specific tax credits. 

 He did say that he would work with Congress to determine which provisions of the current 
tax code should be retained, revised or eliminated. 

 And he said more broadly that he would make sure that the poorest and rural areas of 
America are no longer left behind. 

 Also, on a side note, Sen. Cardin did confirm in his submitted questions what we had 
previously heard, and that’s that he plans to introduce bipartisan legislation in this 
Congress to make the NMTC a permanent part of the tax code. 

o Cardin also confirmed he plans to reintroduce legislation to enhance the HTC. 
 

Ben Carson 

 In other news, the Senate Committee on Banking, Housing and Urban Affairs approved 
Ben Carson’s nomination as HUD Secretary last Tuesday. 

 The committee approved his nomination with a simple voice vote. 

 And I should note, there was no major opposition from the Democrats on the committee. 

 Even Democratic Sens. Elizabeth Warren and Sherrod Brown, who initially had 
reservations about Carson as the next head of HUD, decided they would support his 
nomination. 

 Carson has said that once he’s confirmed, he will conduct a listening tour to, quote, “hear 
from people with boots on the ground who are administering programs,” end quote. 

 The full Senate has yet to vote on Carson’s confirmation, but it is expected this week. 
 

Trump Regulations Executive Order 
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 I also want to mention that Trump yesterday signed an executive order that stated that for 
every new regulation issued at least two prior regulations must be identified for 
elimination. 

 Furthermore, the incremental costs of a new regulation need be offset by the elimination of 
existing costs associated with at least two prior regulations. 

 Trump said he issued the regulation order in order to reduce and control regulatory costs. 

 The heads of all federal agencies have been directed that the total incremental costs of 
new regulations shall be no greater than zero. 

 Now, that rule can be overruled by the director of the Office of Management and Budget. 

 This executive order said that the director of the Office of Management and Budget shall 
provide the heads of agencies with guidance on implementation of the rule. 

 That implementation guidance will include standards for determining what qualifies as 
new, as well as offsetting regulations, among a number of other things.  

 Until that guidance is released, it’s difficult to tell how this rule is going to specifically affect 
the tax code, or more broadly, the tax credit community.  

 Naturally, we are monitoring the situation and we’ll keep you updated in future podcasts 
and tweets. 

 
Lynn Jenkins 

 Meanwhile, in House news, we sadly must report that Republican Congresswoman Lynn 
Jenkins of Kansas announced she will retire after the 115th Congress. 

 Jenkins is a member of the tax-writing House Ways and Means Committee. 
o And, she has supported key affordable housing tax credit legislation in the past. 
o More specifically, Jenkins cosponsored Pat Tiberi’s bill in the last Congress to 

make permanent and to expand the minimum 4 percent and 9 percent credit 
rates for the LIHTC. 

 The good news is that Jenkins will continue to serve through the remainder of the 115th 
Congress. 

 So if the House GOP and the White House do go forward with tax reform, as we expect, 
Jenkins, who is one of the few CPAs in Congress, will continue to have a major influence 
in shaping the tax code before she retires. 

  



Summary: January 31, 2017 
 

LOW-INCOME HOUSING TAX CREDIT NEWS 

California Hybrid 4 Percent-9 Percent LIHTC Plan 

 In affordable housing news, the California Tax Credit Allocation Committee, or TCAC, last 
week proposed an unusual way to deal with the recent disruption in the tax credit equity 
marketplace. 

 As we’ve shared over the past few weeks, many state allocating agencies are responding 
to uncertainty and lower equity pricing as investors consider the implications of tax reform. 

o Rising rates have played a role as well. 

 Several states have consequently made changes, including adjustments to their qualified 
allocation plans, extending some deadlines, as well as using other sources of financing to 
fill emerging financing gaps. 

 Last week, California offered something else. 

 Mark Stivers, executive director of TCAC, sent out an email suggesting the agency will 
explore a hybrid structure, combining 9 percent and 4 percent tax credits. 

 It’s targeted for 2016 awardees who voluntarily excluded eligible tax credit basis in their 
original 9 percent applications. 

o This is an unusual approach because federally subsidized tax-exempt bond 
developments are generally eligible only for 4 percent tax credits, and cannot be 
combined with 9 percent allocated credits. 

 However, there are possible ways to combine 4 percent tax-exempt bond and 9 percent 
allocated credits. 

 The most likely way would be to carve out a portion of the original 9 percent development 
that has a cost that is comparable to the amount of basis that was voluntarily excluded in 
the original application. 

o The developer would then build and own it as a separate project under separate 
ownership, likely using a condo map approach. 

o The developer would then apply for tax-exempt bonds and 4 percent credits 
LIHTCs for this separate project. 

o This would allow the eligible basis that was voluntarily excluded from the 9 
percent application to generate 4 percent tax credits, thus creating additional 
investor equity to assist in closing financing gaps. 

 The hybrid structure would need to be very carefully designed to prevent the tax-exempt 
bonds from tainting the 9 percent allocated credits. 

o Several conditions would need to be satisfied, including that the tax-exempt 
bonds only fund the 4 percent project and the bonds are only secured by the 4 
percent project. 

 This solution would certainly benefit many developments, but the benefits would need to 
be weighed against the additional costs of having a separate project with separate 
ownership. 

o The challenges involved in this approach include the higher transaction costs for 
a separate 4 percent project. 

o Those higher costs include the bond issuance costs, as well as bond and tax 
credit application costs and fees. 

o Other challenges include: 
 ensuring that the bond proceeds are separately tracked and only fund the 4 

percent project;  
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 identifying and properly allocate costs between each project; 
 renegotiating ground leases or other financing in order to split them 

between the two projects. 

 Stivers’ email did ask developers who received 2016 allocations and were interested in the 
hybrid plan to email him by today, Jan. 31. 

 These developments, I should note, would still need to maintain though, their original 
scoring, original unit mix, original use of public funds and original developer fee amounts; 
all the amounts that were originally stated in their 9 percent reservation letter and staff 
report. 

 Again, he is only suggesting this as a potential solution for 2016 awardees. 

 We do have a blog post about this issue if you want to review it more closely, as well as 
possible solutions. 

o Just go to the Notes from Novogradac blog at www.novoco.com/blog. 

 We will continue to monitor what’s happening in California, as well as other states, to 
attempt to deal with the equity gap created by the current uncertainty caused by the 
discussions of tax reform. 

 If you have specific questions about what’s happening in California, contact my partner 
Molly O’Dell in our San Francisco office. 

  

http://www.novoco.com/blog
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NEW MARKETS TAX CREDIT NEWS 

NMTC Sign-on letter 
o In community development news, I want to start with congratulations: Congratulations to 

the community development community.  
o The New Markets Tax Credit Coalition last week announced that it had reached its goal of 

getting 2,000 signatures for its sign-on letter to Congress. 
o So, what do you do when you reach such a lofty goal? You try harder, of course. 
o The NMTC Coalition said it will continue to take signatures until this Friday, Feb. 

3, in an effort to reach 2,500 signatures. 
o The letter calls for a permanent authorization and an expansion of the NMTC program. 
o The New Markets Tax Credit Coalition is specifically urging businesses in distressed 

communities to sign on. 
o Even more broadly, the coalition is also looking for signatures from: 

o professional organizations, 
o mayors, 
o other elected officials, 
o nonprofits 
o and other NMTC practitioners. 

o You can read and sign the letter under the advocacy tab at the New Markets Tax Credit 
Coalition website. 

o Remember, the deadline to sign is this Friday. 

NMTC Allocation Requests 

 In other NMTC news, I’d like to alert you to a very useful feature of the Novogradac NMTC 
website – a feature you might not be aware of. 

 This feature lists NMTC allocations requests by state. 

 This dedicated web page features qualified businesses or QALICBs, their state locations 
and the amount of funding or allocation that they’re requesting. 

 If you know of a QALICB or project in need of allocation, you can fill out a request form on 
our website and be featured on our allocation request list. 

 You’ll find the list and the form at www.newmarketscredits.com. 

 If you have any questions about the feature, contact my partner Brad Elphick in our 
Atlanta metro office. 

 As you know, Brad heads up the Novogradac New Markets Tax Credit Working Group. 

 

  

http://www.newmarketscredits.com/
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HISTORIC TAX CREDIT NEWS 

Ohio State HTC Deadlines 

 In state HTC news, I have an important update for historic property developers and 
owners in Ohio.  

 Allocation Round 18 for the state HTC is now open.  

 Many of you know that Ohio’s state HTC program is extremely popular and the state runs 
two application rounds a year: one in March and the other in September. 

o Here are some upcoming deadlines to mark on your calendar for this round: 
o Pre-application meetings with the State Historic Preservation Office must be 

requested by Feb. 1 – tomorrow. 
o The Intent to Apply form is due Feb. 15. 
o Part 1 and Part 2 of the historic documentation is due Feb. 28. 
o All applications are due March 31. 

 The state historic preservation office expects to review applications and make award 
announcements by June 30. 

 In related news, applications are being accepted for the Ohio Historic Preservation Tax 
Credit Pipeline Initiative.  

 The goal of the pipeline initiative is to develop a pipeline of properties that are eligible for 
redevelopment assistance through the Ohio Historic Preservation Tax Credit program.  

o This initiative provides funding and technical assistance to assist in nominating 
buildings, districts and areas to the National Register of Historic Places.  

 Applications for the pipeline initiative are accepted on an open-cycle and funded on a first-
come, first-served basis, based on funding availability.  

 If you have any questions about applying for the Ohio state HTC, please contact my 
partner Tom Boccia in our Cleveland, Ohio office. 
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RENEWABLE ENERGY TAX CREDIT NEWS 

Protection of Military Airfields from Wind Turbine Encroachment Act 

 In RETC news, legislation was introduced last week that would make new wind turbines 
near certain military installations ineligible for the renewable energy PTC and ITC. 

 I want to emphasize that the legislation would only apply to new wind turbines placed in 
service after the legislation is enacted. 

 Existing facilities already placed in service would not be affected. 
o New York Republican Rep. Chris Collins introduced the bill in the House with 

original cosponsors Blake Farenthold of Texas and Walter Jones of North 
Carolina. 

 In the Senate, Republican John Cornyn of Texas introduced a companion bill. 

 There is a difference in scope between the two current bills. 

 The House bill says that wind turbines built within a 50-mile radius of certain military sites 
wouldn’t be eligible. 

o The Senate bill has a 30-mile radius. 

 You may be wondering why the bill exempts new wind turbines built near certain military 
properties from eligibility. 

 Sen. Cornyn said that he hopes the bill can reduce unintended radar interference in pilot 
training.  

 The bill is called the Protection of Military Airfields from Wind Turbine Encroachment Act. 
o Cornyn and Collins introduced similar legislation in the last Congress. 
o Both of these bills though died in committee when the 114th Congress ended. 

 The current House version is H.R. 649 and the Senate bill is S. 201. 

 You can find the legislation at www.energytaxcredits.com.  

 Obviously, we’ll keep a close eye on the legislation and any other proposals that could 
affect how and where RETC investments can be made. 

 Follow me on Twitter for the latest updates. 

 My handle is @Novogradac. 

 

http://www.energytaxcredits.com/

