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In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac, CPA, starts with a recap of 

budget legislation that was passed by Congress and signed into law last week. He also 

discusses the President’s FY 2019 budget released yesterday. He also discusses the debt 

ceiling, housing finance reform and the 2018-2020 housing goals for Fannie Mae and Freddie 

Mac. He wraps up with several significant news items from last week, including opportunity zone 

guidance. 

 

 
Summaries of each topic:  
 

1. General News (02:35-10:06) Pages 2 – 4   

2. Other News (10:07-13:50) Pages 5 – 6  

 
 
 
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, 2018. 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 

Budget Agreement 

 The major news out of Washington last week was that after a brief government 
shutdown last Friday, Congress passed and President Trump signed a two-year budget 
agreement.   

 Now the shutdown was reportedly the shortest shutdown ever.   
o Less than six hours.   
o If you live on the West Coast, you likely slept through the shutdown.  

 The government though, is now funded, not for the next two fiscal years, not even 

through the end of this fiscal year, but they’re funded through March 23. 

 However, the bill included a two-year, $300 billion increase to existing congressionally 
mandated caps to federal government spending. 

o The cap increase agreement covers both defense and non-defense spending. 

 Also included in the bill, the legislation extended the investment tax credit (ITC) for 
some, what are commonly called orphaned renewable energy technologies.   

 It also extended energy-efficiency tax incentives in Sections 45L and 179D. 

 Now the 45 L tax incentives is a $2,000 per home tax credit that applies to many low-
income housing tax credit (LIHTC) properties.   

 The extension of these provisions, though, is only through the end of 2017. 
o Basically a one-year extension. 

 Now if you placed affordable housing properties in service in 2017, or you invested in 
one, you need to be sure that the partnership tax preparer is aware of these tax 
extensions and claims the tax credits if they’re eligible. 

 Now the legislation also expands the eligible Opportunity Zone areas in Puerto Rico.   

 Under the enacted bill, every low-income community in Puerto Rico is a qualified 

Opportunity Zone.   

 Now Opportunity Zones are a new tax incentive enacted as part of the tax reform 

legislation that passed in December 2017.   

 For more details, visit our Opportunity Zone Resource Center.   

 Which can be found at, yes you guessed it: www.opportunityzoneresourcecenter.com. 

 Or simply search Google. 

 You can type in Novogradac Opportunity Zone, and it will take you there. 

 Also, while the discussions were going on to come up with an agreement between the 

House and the Senate, Democrats in the House, Republicans in the House, Democrats 

in the Senate, Republicans in the Senate, there was some discussion that gives me a 

real hopeful note on the LIHTC. 

 Mainly, there was a serious effort given to including provisions of the Senate’s Cantwell-

Hatch bill in the legislation.  

 The effort failed, but from my vantage point, we have never been closer to getting some 

Cantwell-Hatch provisions enacted into law, including an increase in the annual authority 

for LIHTCs. 

 So with this two-year budget deal set, what’s next? 

http://www.opportunityzoneresourcecenter.com/
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 Well, for starters, President Trump released his fiscal year 2019 budget request 
yesterday, as I noted. 

o Last week’s legislation led to the administration adding an “addendum” to reflect 
changes from the budget deal of last week would have on the budget that was 
released yesterday. 

o Initial analysis of the request is posted on my blog and it’s going to be addressed 
in more detail in the March issue of the Novogradac Journal of Tax Credits and in 
next week’s podcast. 

 The spoiler alert is it’s not good news for the funding of affordable housing and 
community development, but you can get more details on the blog post and in next 
week’s podcast. 

 Now meanwhile, Congress still  needs to focus on finalizing a fiscal year 2018 omnibus 
appropriations bill before this recent continuing resolution expires March 23. 

 The House and Senate Appropriations committees have until March 23 to put together a 
$1.3 trillion spending bill to fund federal agencies through Sept. 30 of this year. 

 Now the biggest advantage of passing the budget bill last week is that it makes the 
budget and appropriation process more straightforward. 

o This was done by setting the overall discretionary spending budget for this fiscal 
year, as well as the next fiscal year. 

 With the caps set, it’s time to determine exactly how the defense and non-defense 
funding is going to be allocated among a variety of federal programs. 

 
Debt Ceiling 

 A slightly overlooked item in the budget deal is that the budget deal suspended the debt 
ceiling for a full year. 

 That’s right, rather than raise the spending limit, or the debt limit, the bill suspends the 
debt ceiling through March 1, 2019. 

o This means the Treasury Department can borrow whatever it needs to satisfy the 
nation’s obligations. 

 Once the suspension ends, the amount borrowed from Dec. 8 through next year, 
through March 1, gets added to the legal debt limit. 

o And then after March 1, 2019, assuming that the debt limit’s not extended or 
suspended before then, Treasury would be able to use “extraordinary measures” 
to keep the federal government operating for an as-of-yet undetermined period 
beyond March 1, 2019. 

o The Committee for Responsible Federal Budget estimates that the new debt limit 
next year could be as much as $1.5 trillion higher than it is now. 

o But that will be after the midterm elections, which are this November. 

 With the budget bill passed and the debt ceiling suspended, Congress now faces fewer 
deadlines than usual. 

 However, there is as I noted the March 23 deadline for the continuing resolution. 

 That’ll be the next big date for federal funding and for negotiation among Democrats and 
Republicans in the House and the Senate. 
 

Housing Finance Reform 

 Meanwhile, there was a leaked draft of a housing finance reform bill that indicates 
lawmakers are going to propose winding down Fannie Mae and Freddie Mac. 
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 The proposal would replace Fannie and Freddie with multiple private entity guarantors 
that would apply to the Federal Housing Finance Agency, the regulator for Fannie and 
Freddie, for approval to purchase insurance for certain mortgage-backed securities from 
Ginnie Mae. 

 Now the bill would also retain the Housing Trust and Capital Magnet Funds, but base 
their funding mechanism on a broader category of housing finance activities, ultimately, 
theoretically resulting in more funding being available annually for both funds. 

 Now the proposal is being developed by two members of the Senate Banking 
Committee: Republican Bob Corker of Tennessee and Democrat Mark Warner of 
Virginia. 

o The offices of Corker and Warner confirmed that the leaked draft was authentic. 
o But they said the draft does not reflect recent changes. 
o Corker and Warner are expected to introduce the bill in the coming months. 

 
FHFA  

 In the meantime, Fannie Mae and Freddie Mac’s work continues.  

 The FHFA, Federal Housing Finance Agency, recently published its plans to ramp up 
Fannie Mae and Freddie’s involvement in housing for low-income households. 

 The FHFA last Tuesday published its housing goals for Fannie Mae and Freddie Mac 
from 2018 through 2020. 

 Now here’s how the new goals compare to the previous goal that was in effect from 
2015-2017: 

o The 2018-2020 goal for multifamily low-income units rose by 15,000 units from 
300,000 to 315,000. 

o Within that goal, the sub-goal for very low-income units remains the same at 
60,000, and similarly, the sub-goal for small multifamily low-income units remains 
10,000 units. 
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OTHER NEWS 

 In other news, we have significant items for you this week. 

 To start, last week, the IRS published guidance on how certain population tracts may be 
designated as Qualified Opportunity Zones.  

o Now this guidance clarifies which census tracts are eligible and the guidance 
outlines the requirements and deadlines for so designating them.  

o Now we’ve posted the IRS guidance, Revenue Procedure 2018-16, on our 
website. 

o You can find the guidance at www.opportunityzoneresourcecenter.com.  
o Governors generally have until March 21 to nominate census tracts. 

 Now on a similar topic, Treasury and the IRS announced priority for providing guidance 
with respect to the Opportunity Zone under the new tax law. 

o Last week, as part of its second quarter update to the 2017-2018 priority 
guidance plan, they noted the need for opportunity zones in the plan to provide 
opportunity zone guidance. 

o Now also included from previous priority guidance plans are final regulations on 
the following areas:  

 Section 42 LIHTC compliance monitoring,  
 Section 45D new markets tax credit (NMTC) recapture, 
 Section 47 historic rehabilitation tax credit (HTC) and  
 2017 disaster relief, also 
 Plans for guidance for Section 48 ITCs for solar. 

o You can find a copy of the updated priority guidance plan at www.irs.gov.  

 Now elsewhere, HUD published a notice last week, indicating that it will focus 
Community Development Block Grant disaster recovery funds on housing. 

o HUD’s going to grant nearly $7.4 billion to areas of Texas, Florida, Puerto Rico 
and the U.S. Virgin Islands that were hit by hurricanes last year. 

o Applicants for the CDBG disaster recovery funds must consider and address 
their unmet housing recovery needs in their applications. 

o HUD said that the extent of damage and the limited information about the needs 
for infrastructure and economic revitalization led to the decision to focus on 
housing in those areas. 

 Also last week, the IRS issued a notice to expand temporary relief in Puerto Rico from 
some LIHTC and tax-exempt bond requirements. 

o The relief includes temporary housing, compliance monitoring and carryover 
allocation. 

o You can see Notice 2018-17 at www.hudresourcecenter.com. 

 Meanwhile, HUD is making up to $5 million available for tenant protection vouchers for 
at-risk households in low-vacancy areas this year. 

o This amount comes from the $110 million available for tenant protection 
vouchers. 

o There are some significant changes from the 2016 version and you can see 
HUD’s notice at www.hudresourcecenter.com. 

 And still in other news, President Trump nominated Charles Retting to be the 
commissioner of the IRS. 

o Retting is a tax lawyer. 

http://www.opportunityzoneresourcecenter.com/
http://www.irs.gov/
http://www.hudresourcecenter.com/
http://www.hudresourcecenter.com/
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o He’s nominated to serve the rest of a five-year term that began Nov. 12 of last 
year, when John Koskinen left the agency. 

o David Kautter has been serving as acting commissioner since then. 
o Retting must be confirmed by the Senate in order to take the post. 

 And then finally, a state Senator in Missouri introduced legislation to cut the state HTC in 
Missouri in half.  

o To cut the annual cap in half. 

 The bill, Senate Bill 590 would reduce the annual state HTC cap from $140 million down 

to $70 million. 

o The legislation was voted out of committee and now will be considered by the 
entire state Senate. 

o We’ll keep an eye on this legislation and update you as needed. 
 

 


