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

general news section, where he talks about the recent confirmation of new Treasury Secretary 

Steve Mnuchin and what some of the priority items are on his to-do list. He also discusses the 

House Ways and Means Committee’s newest member, Mike Bishop. In low-income housing tax 

credit news, he shares information on the Common Sense Housing Investment Act of 2017, a 

bill that would reduce the mortgage interest deduction and increase funding for affordable 

housing. He also discusses public comments on IRS Notice 2016-77. Then he provides details 

about an upcoming conference call to discuss certificating California state low-income housing 

tax credits. In new markets tax credit news, he discusses the New Markets Tax Credit Extension 

Act of 2017, a long-awaited bill to expand and make permanent the federal new markets tax 

credit. In addition, he outlines a bill to create a state new markets tax credit in Minnesota. He 

closes out with the historic tax credit section, where he discusses the recently introduced 

Historic Tax Credit Improvement Act of 2017.  

 
 
 
 
Summaries of each topic:  
 

1. General News (03:50 – 06:18) Page 2 

2. Low-Income Housing Tax Credits (06:19 – 12:53) Pages 3 – 5  

3. New Markets Tax Credits (12:54 – 16:2) Pages 6 – 7   

4. Historic Tax Credits (16:03 – 18:12) 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.  
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GENERAL NEWS 
 
Mnuchin Confirmation and Treasury Chief of Staff 

• In general news, the Senate last week confirmed Steve Mnuchin as Treasury Secretary. 
• The Senate approved Mnuchin’s appointment on a mostly party-line vote of 53-47.  
• All 52 Republican and one Democrat, Senator Joe Manchin, voted in favor. 
• As Treasury secretary, Mnuchin has a very full plate. 
• He’ll have to hit the ground running on high-priority tasks like helping draft the 

president’s tax plan. 
o As you’ve heard in previous podcasts, President Donald Trump has promised 

that a comprehensive tax plan would be released in the next few weeks. 
o We expect to see a glimpse in his address to a joint session of Congress next 

week. 
• Mnuchin has also promised to address rolling back certain financial regulations under 

Dodd-Frank. 
o Furthermore, Mnuchin has pledged to reform Fannie Mae, Freddie Mac and the 

housing finance system. 
• By the way, the debt ceiling suspension expires next month, March 15. 

o While the debt ceiling suspension expires March 15, we don’t anticipate 
Congress actually needs to act on increasing the debt limit until August or 
September. 

o There are certain extraordinary measures that Treasury can use to keep the 
government funded. 

o Mnuchin said at his confirmation hearing in January that he does support raising 
the debt ceiling sooner rather than later. 

• In the meantime, one of Mnuchin’s first actions as Treasury Secretary was to appoint Eli 
Miller as Treasury chief of staff. 

• Previously, Miller managed the finances for Trump’s presidential campaign. 
• In his new role as Treasury chief of staff, Miller is responsible for managing the day-to-

day operations of the department. 
• He’ll be an advisor to Mnuchin and will help coordinate policy development within the 

department. 
• We will be keeping an eye out for other key Treasury appointments, such as the 

Assistant Secretary for Tax Policy. 
 

Bishop Joins W&M 
• In other news, the House Republican Steering Committee has appointed Republican 

Rep. Mike Bishop of Michigan to serve on the House Ways and Means Committee. 
• Bishop is filling the seat that was vacated by Tom Price, who was confirmed as the 

Health and Human Services secretary.  
• In an op-ed Bishop wrote for Fox News, he said that the answer to getting America back 

on track is tax reform. 
• Bishop wrote about his support for a simpler tax code and lower tax rates. 
• For the latest news from Washington, be sure to follow me on Twitter. 
• My handle is @Novogradac.  
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
Common Sense Housing Investment Act of 2017 

• In low-income housing tax credit (LIHTC) news, a bill recently introduced in the House 
would expand funding for the National Housing Trust Fund, as well as the LIHTC. 

• More specifically, the bill would increase the per-capita allocation for LIHTCs from $2.35 
up to $2.70.  

• The legislation would also provide a 50 percent basis boost for rental housing targeting 
extremely low-income households, generally meaning those earning at or below 30 
percent of the area median gross income.  

o This would create an incentive for developers to serve households that need 
affordable housing the most.  

o The bill says there is a shortage of more than 7 million homes affordable to 
families in the bottom 20 percent of income.  
 More significantly, there are only 31 affordable homes for every 100 

extremely low-income families in need.  
• The legislation proposes also to replace the mortgage interest deduction with a 

mortgage interest tax credit.  
o Having a tax credit instead of a deduction would enable non-itemizing 

households to receive a tax benefit for homeownership. 
o What’s more, the mortgage interest tax credit would cost less than the mortgage 

interest deduction as designed, and the revenue from those savings would be 
used to fund affordable housing.  

• The bill was introduced this month by Rep. Keith Ellison, a Democrat from Minnesota.  
o Rep. Ellison has introduced similar bills over the last few years, none of which 

unfortunately have become law.  
• Ellison said in a press release that this bill would generate more than $200 billion for 

affordable housing over 10 years. 
o He said this would help provide critical resources to address the national rental 

shortage.  
o That shortage is made evident by the fact that only one in four families that 

qualify for rental housing assistance receives benefits.  
o That being said, the LIHTC does do an effective job of producing more affordable 

rental housing.  
• Funds not allocated to the LIHTC would be distributed as follows: 

o 60 percent to the Housing Trust Fund, 
o 30 percent to rental assistance, which may include a new Renter’s Tax Credit, 

and 
o 10 percent to the Public Housing Capital Fund.  

• While the issue of reforming the mortgage interest deduction has gained greater traction 
on the right as well as on the left in recent years, H.R. 948 still faces long odds. 

• It’s not too likely to advance in Congress. 
• That said, you can find a copy of the Common Sense Housing Investment Act of 2017, 

or H.R 948, at www.taxcredithousing.com.  
 
 
 

http://www.taxcredithousing.com/
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Notice 2016-77 Letters 
• In other affordable housing news, several advocacy groups submitted comments to the 

IRS after the IRS issued a notice late last year addressing the definition, in compliance 
with the requirement, for concerted community revitalization plans and qualified 
allocation plans (QAPs). 

o More specifically, under Section 42(m), QAPs must have a preference for 
developments in qualified census tracts (QCTs) that contribute to a revitalization 
plan. 

• Notice 2016-77 said that some agencies, allocating agencies, have given preferences to 
projects without regard to whether the developments contribute to a concerted 
community revitalization plan, or CCRP. 

o The Notice said such a policy is insufficient to comply with the Section 42 
statutory requirement. 

o The IRS also asked whether it should provide additional guidance to clarify the 
preferences for developments in a CCRP. 

o That’s where the comment letters come in. 
• The several comment letters that were released Feb. 10 that warned against additional 

guidance from the IRS because such additional guidance would or might create a one-
size-fits-all model for what constitutes a benefit to the neighborhood. 

• The National Housing Trust, for instance, said that having a static definition, rather than 
a framework for the phrase, would be ultimately harmful. 

o The Trust argued that each CCRP is designed to meet needs of local 
neighborhoods and that state or local agencies are the most appropriate entities 
to provide guidance on them. 

• Some of the other letters submitted to the IRS before its Feb. 10 deadline detailed 
elements that make a development plan worthwhile, suggesting local entities are best 
suited to make those decisions. 

o Some of those elements include: 
 economic change, 
 long-term goals, 
 and an increase in private investment. 

o Those benefits were mentioned in letters from the Minnesota Housing Finance 
Agency and the Inclusive Communities Project. 

• The National Council of State Housing Agencies also submitted a letter, and they said 
that further guidance from the Treasury and IRS isn’t needed. 

o It argued that state agencies should set their own definitions of or criteria for 
CCRPs. 

• My colleague Mark Shelburne says that the feedback that was received is consistent 
with what low-income housing tax practitioners have felt for years. 

o Mark says that one of the strongest arguments for the LIHTC is the local control 
over how it’s used. 

• We’ll now see what the IRS does concerning more guidance. 
o And we’ll let you know if and when it makes any announcements. 
o My expectation is they won’t. 

• By the way, you can see IRS Notice 2016-77 at www.taxcredithousing.com. 
• If you have any questions about the guidance, feel free to reach out to Mark Shelburne 

in our North Carolina office. 

http://www.taxcredithousing.com/
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California TCAC Conference Call 
• In state news, the California Tax Credit Allocation Committee announced it will host a 

conference call later this week. 
• The call is going to focus on the state Legislature’s recent approval of certification of 

California state LIHTCs. 
• Certificated credits are sold to investors who take no ownership interest in the 

development. 
• The conference call will feature brief presentations and give callers a chance to ask 

questions. 
• The call will be this Thursday, Feb. 23, from 10 a.m. to noon Pacific. 
• To participate, call 877-873-8017 and enter code 265267. 
• Again, 877-873-8017, with the code is 265267. 
• If you have any questions, before or after the call, reach out to either Jim Kroger or Molly 

O’Dell; they’re both partners of mine here in California. 
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NEW MARKETS TAX CREDIT NEWS 
NMTC Extension Act 

• In community development news, we have a significant update on federal legislation. 
• The New Markets Tax Credit Extension Act of 2017 was introduced in both chambers of 

Congress last week. 
• This legislation would make the new markets tax credit (NMTC) a permanent part of the 

tax code. 
o The bill also includes an inflation adjustment for future years. 

 The adjustment would be based on 2010 dollars, so if it passed, this 
year’s allocation amount would be more than $4.9 billion. 

 Of course, current law calls for a $3.5 billion allocation later this year. 
o The legislation also would allow investors to use the NMTC against alternative 

minimum tax liability. 
• As you know, the NMTC was extended for five years at the end of 2015. 

o Which means we still have three annual allocation rounds left before it would 
expire on the current statute in the year 2019. 

• The proposed legislation that was introduced last week had plenty of bipartisan support, 
particularly in the House. 

• Aside from the lead sponsor, Rep. Pat Tiberi, there were 21 original cosponsors of the 
House bill, including 11 Republicans. 

o Tiberi and 16 of the original cosponsors are members of the Ways and Means 
Committee, which is the tax-writing committee for the House. 

• The Senate version had four original cosponsors, including Democrat leader Chuck 
Schumer and Roy Blunt, the No. 3 Republican in the Senate. 

• This is the third straight session of Congress in which a bill for NMTC permanence was 
introduced. 

o With comprehensive tax reform expected, there are many directions this 
legislation could go. 

o We’ll keep you updated on progress. 
• You can find the bills at www.newmarketscredits.com. 

o The bill numbers are H.R. 1098 for the House and S. 384 for the Senate. 

Minnesota State NMTC 
• In other exciting community development news, state legislators in Minnesota introduced 

a bill last week to create a Minnesota state NMTC. 
• This bill, which was introduced by four members of the state House of Representatives, 

would create a bill that largely mirrors the federal NMTC. 
o The state credit would require a proportional amount to be allocated outside the 

state’s metropolitan areas. 
o That would ensure that rural, or non-metropolitan development, get a fair share 

of the allocation. 
• The legislation would create a statewide cap of $300 million over the next three years, 

with the credit taking effect in January of this year. 
o The credits would not be transferrable. 

• If the legislation passes, Minnesota would become the only upper-Midwest state with a 
state NMTC program. 

o Illinois is the closest state with such a program. 

http://www.newmarketscredits.com/
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• You can see the bill at www.newmarketscredits.com 
• It’s Minnesota HF 1303. 
• And if you have any questions about leveraging state NMTCs to finance community 

development projects, please contact my partner Annette Stevenson in our Cleveland, 
Ohio office. 

  

http://www.newmarketscredits.com/
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HISTORIC TAX CREDIT NEWS 
HTC Improvement Act of 2017 

• In historic preservation news, the Historic Tax Credit Improvement Act of 2017 was 
introduced in the House and Senate last week. 

• So, as you can see, last week was a busy week for introduction of new legislation. 
• There was a bill introduced expanding the LIHTC, expanding and making permanent the 

NMTC and now one here, expanding the historic tax credit (HTC).  
o More specifically, the bill would increase the HTC percentage for certain small 

projects from 20 percent to 30 percent. 
o So a small project would be able to claim 30 percent of qualified rehabilitation 

costs as a tax credit. 
o It would also allow credit transfers for certain small projects to increase 

efficiency.  
o The bill would lower the expenditure threshold to qualify for HTCs from 100 

percent of adjusted basis to only 50 percent of adjusted basis.  
o Furthermore, the depreciable basis adjustment for HTC property would be 

reduced and certain tax-exempt property rules would be modified. 
• The legislation in many ways mirrors the Historic Tax Credit Improvement Act of 2015. 
• The proposed changes are meant to modernize the HTC and refine and enhance this 

proven tool for historic preservation. 
• Perhaps more importantly, HTC advocates now have a concrete legislative request they 

can make of Congress members as they ask them to support the HTC during tax reform. 
• The House version was introduced by Republican Ways and Means Committee member 

Mike Kelly from Pennsylvania.  
• It has 17 cosponsors, seven of whom are also members of the Ways and Means 

Committee. 
o The 17 cosponsors are split: nine Democrats and eight Republicans. 

• The Senate bill was introduced by Senate Finance Committee member, Democrat Ben 
Cardin of Maryland. 

• Cardin’s bill has five cosponsors: three of them are Republicans and two are Democrats. 
• None of the original Senate bill cosponsors are members of the Senate Finance 

Committee. 
• The House version is H.R. 1158 and the Senate version of the bill is S. 425. 
• You can find copies of the bills at www.historictaxcredits.com.  

  
 

http://www.historictaxcredits.com/

