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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 reviews the latest efforts to enact tax reform and the major 

stumbling blocks that are currently preventing it from moving forward. He also provides a short 

update on the status of funding the federal government, as the continuing resolution is 

scheduled to expire at the end of next week. In low-income housing tax credit news, he talks 

about HUD’s recent release of the fiscal year 2017 income limits and some of his initial 

observations. He also discusses recent report findings by HUD about low-income housing tax 

credit tenants, and after that he shares some insights with listeners from Novogradac’s newest 

edition of the Novogradac Multifamily Rental Housing Operating Expense Report. He closes out 

with new markets tax credit news, where he discusses A.B. 1715, a bill to create a California 

state new markets tax credit. 

 

 

 

 
 
 
 
Summaries of each topic:  
 

1. General News (04:27-09:15) Pages 2 – 3  

2. Low-Income Housing Tax Credit News (09:16-15:35) Pages 4 – 6 

3. New Markets Tax Credit News (15:36-17:13) Page 7 

 

 

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 

Tax Reform Update 

 In general news, on the tax reform front, President Donald Trump has continued to 
trumpet his desire to repeal and replace Obamacare before tackling tax reform. 

 This comes to us from many sources, including public comments Trump made in an 
interview with Fox Business Network. 

 Trump told Fox, and I quote, “Health care is going to happen at some point. Now if it 
doesn’t happen fast enough, I’ll start the taxes. But the tax reform and the tax cuts are 
better if I can do health care first.” Close quote. 

 Repealing Obamacare first was one of Trump’s campaign promises when he was 
running for office. 

 However, a healthcare bill penned by House GOP leaders had to be pulled from the 
floor last month because it lacked the votes to pass. 

 Some thought that the issue would be tabled. 

 But it wasn’t, or at least not completely. 

 House Speaker Paul Ryan did tell reporters earlier this month that a new health care 
plan is being drafted by the White House. 

 I do know that there have been ongoing discussions between House GOP leaders and 
the Freedom Caucus. 

 Whether the second pass at enacting healthcare reform, starting in the presidency, 
gains any traction, remains to be seen. 

 Speaker Ryan has said that he wants to rely on Republican votes as opposed to 
Democratic votes to pass a healthcare bill in the House. 

 So, the bill would need to appeal to both conservative and moderate House 
Republicans— not to mention, they’ll need to also win over 50 of their 52 Republican 
colleagues in the Senate. 

 As the first few months of this Congress have shown, that’s much easier said than 
actually done. 

 Healthcare though isn’t the only matter complicating tax reform. 

 The bigger hurdle is the lack of consensus within the Republican Party. 

 The White House does seem intent on taking a more assertive lead on tax reform than 
it initially did with healthcare reform. 

 And the administration has said for weeks that it would release a detailed tax plan, but 
that has yet to happen. 

 Also, Trump is considering linking tax reform with an infrastructure plan. 

 I’m not sure it will happen, but there is discussion. 

 Also, Speaker Ryan and Senate Majority Leader Mitch McConnell are not supportive 
of doing tax reform and infrastructure together. 

 Meanwhile on the Hill, Republican leaders in the Senate are now reportedly 
considering working on their own tax plan. 

 Senate Republicans would like to wait and see what the House and/or the President 
suggest, but they do acknowledge they may not be able to wait, and may need to take 
the lead.  

 A hot topic in the Senate does continue to be the border adjustment tax.   

 Senate Majority Leader McConnell said last month that the upper chamber has no 
enthusiasm for passing a border adjustment tax. 
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 That’s a tax that would exempt exports, but tax imports. 

 The border adjustment tax, as we’ve mentioned in previous podcasts, is a core 
component of the tax blueprint that the House GOP leaders released last year entitled, 
“A Better Way.” 

 The Tax Policy Center estimates that that provision would raise $1.2 trillion over 10 
years, which helps offset the cost of other blueprint provisions. 

 Obviously, there are a many, many, many moving parts; all that have to align before 
tax reform could move forward. 

 While Trump is reluctant to place a new timeframe for enacting tax reform, Majority 
Leader McConnell did say that tax reform could be passed “hopefully” by the end of 
the year.  

 In case you are wondering, I continue to believe that some form of down payment on 
tax reform will pass Congress, likely late in the calendar year, with a top corporate rate 
of somewhere around 28 to 25 percent, and a lowering of individual tax rates as well. 

 I say this in part because there’s no doubt that Republicans are hoping to notch a 
victory with tax reform before the mid-term elections in November 2018. 

 That’s when all 435 seats in the House and a third of the seats in the Senate will be 
contested.  

 Now I’ll continue to share the latest updates on tax reform with you on Twitter. 

 You can follow me. My handle is @Novogradac. 
 
Continuing Resolution Update 

 I also do want to provide a quick update on the continuing resolution that expires April 
28; a week from this Friday. 

 Congress is supposedly considering a one-week extension of the continuing resolution 
to give lawmakers enough time to negotiate fiscal year 2017 spending bills. 

 I’ll tweet more about that as details become available. 

 And also, I’ll report back on the status of that in next week’s podcast. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 

HUD FY 2017 Income Limits 

 In affordable housing news, last week HUD released, finally, the income limits for fiscal 
year 2017.  

 Overall it was a very good year for income limits 
o 83.7 percent of the country saw increases 
o 15.5 percent of areas saw decreases 
o And about 0.7 percent of areas had no change 

 However the news is not as rosy when you factor in the Hold Harmless rule.   

 That means that of the 83.7 percent of the country that saw increases that increase in 

income may not have raised the area income above its previous high for a given 

property.  

o In which case, its hold harmless income level is unchanged.   

 To assess the hold harmless effect, my partner Thomas Stagg has prepared some 

calculations, and they assume that Jan. 1, 2009 or earlier was the date a property was 

placed in service. 

 These results generally vary depending on the placement in service date of each 

property. 

 So that’s my caveat.  

 But factoring this Jan. 1, 2009 hold harmless date, the unweighted average increase 

across all areas, was 1.7 percent. 

 We are still calculating, but I do believe the population weighted increase would be 

notably higher than the 1.7 percent. 

 That said, about 51.4 percent of areas saw an increase at all.   

 So once again, 51.4 percent of areas saw an increase in income above the hold 

harmless limits. 

 The balance of the areas saw no increase in income, and because of the hold harmless 

rule, there’s no decrease. 

 Now, I did note earlier the 1.7 percent increase in incomes across all areas, well if you 

look at the 51.4 percent of areas that actually saw an increase at all, their incomes 

averaged 3.9 percent on an unweighteded basis.   

o An increase of 3.9 percent on an unweighted basis. 

 Once again, we do believe the population weighted increase will be much higher and 

we’ll report on that in a future blog post. 

 So even though income limits are moving in the right direction, income limits will still be 

flat for many projects in the country.   

 So as you probably know, you can find all the income limits at 
www.taxcredithousing.com. 

o We will be updating our Rent & Income Limit Calculator with the new figures and 
I’ll be sure to let you know when that happens. 

 I’d also encourage you to periodically check our Notes from Novogradac blog at 
www.novoco.com/blog as we will be publishing additional analysis there. 

http://www.taxcredithousing.com/
http://www.novoco.com/blog
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 If you would like a review of the effects of these income limits on your portfolio of 
properties, please reach out to Thomas Stagg in our Seattle metro office.   

o He is an excellent resource on analyzing the impact of these income limits and 

what they might tell you as to what to expect in future years in a given area. 

 And, I’ll also note, we are going to host a webinar on these income limits and the insets 
that can be drawn from them. 

o The webinar will be on May 4 and you can go online now and register. 

HUD LIHTC Tenant Report 

 In other affordable housing news, HUD last week published its annual report on tenants 
in low-income housing tax credit (LIHTC) properties. 

 The most recent report contains information on tenants through the end of 2014. 
o This includes demographic and economic data. 

 HUD reports that the median household income for LIHTC property residents was just 
over $17,000, which is exactly the same as the previous year. 

o By comparison, the national median in 2014 was $53,000. 
o In other words, residents of LIHTC properties in 2014 earned one-third of the 

national median income. 

 The report also found that 47 percent of LIHTC tenants were extremely low-income, 
which means they earned 30 percent or less of the area median income. 

 About 44 percent of LIHTC households paid more than 30 percent of their income for 
rent, meaning they are rent burdened. 

 Nearly 10 percent of households had at least one member who is disabled. 

 This HUD report is the third of its kind and it is mandated by the Housing and Economic 
Recovery Act of 2008, or HERA. 

o HUD gathered data on more than 1.9 million units across more than 36,000 
properties. 

 You can read the report at www.taxcredithousing.com.  

Operating Expense Report  

 In other news, Novogradac & Company has published its fourth annual edition of our 
Multifamily Rental Housing Operating Expense Report. 

 This OpEx report categorizes expenses for multifamily rental housing properties over 
time. 

 The report also breaks down expenses by: 
o type, 
o location 
o property size, 
o and other discerning factors. 

 The newest edition adds data from 2015 for more than 1,400 properties. 
o They include more than 170,000 individual units. 

 In the OpEx report, you can see comparisons about how much costs are to operate: 
o senior and family properties, 
o new-construction and acq/rehab developments, 
o small and large properties 
o and more. 

 Blair Kincer, a partner of mine in our metro Washington, D.C. office, is the principal 
author. 

http://www.taxcredithousing.com/
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o He has written a couple of blog posts about it. 
o One of the blog posts addresses the gap between expenses for acq/rehab 

properties and new-construction properties. 
o Another highlights some significant changes in this year’s statistics and possible 

reasons for them. 
o You can see those blog posts at www.novoco.com/blog. 

 Also, you can also order your copy of the Operating Expense Report from our website at 
www.novoco.com.  

 The report is entitled the Novogradac Multifamily Rental Housing Operating Expense 
Report.  

 I’d like to note, that if you are an owner or investor in LIHTC properties, my partner, Blair, 
is also available to prepare a customized report comparing our analysis to your 
properties. 

 You can reach out to him in our Metro Washington, D.C. office. 
 
 

  

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

California NMTC Bill 

 In new markets tax credit (NMTC) news, I have an exciting update out of California. 

 A bill was re-introduced last month that would create a state NMTC program. 

 Businesses would be eligible for California NMTC financing for taxable years from 2018 
through 2022. 

 The program would be administered by the responsible tax credit administrator. 

 Who is that? Well that would be appointed by the governor.   

 The state program would have a $40 million annual cap.  

 In many ways, the state credit would be much like its federal counterpart. 

 The program would provide a credit equal to 39 percent of the total qualified equity 
investment and would be claimed over seven years. 

 But, unlike the federal program, the California NMTC would have different applicable 
percentages.  

o The applicable percentage in years 1 and 2 would be 0, so no credits would be 
claimed in years 1 and 2. 

o But in year 3 it would be 7 percent. 
o And in year 4 through year 7, it would be 8 percent a year.  

 Now 14 states have adopted a state NMTC program, including neighboring states 
Oregon and Nevada. 

 One reason the bill cites for establishing state-level programs is to make a state more 
attractive to community development entities. 

o This increases the amount of federal NMTCs that are attracted to a given state. 

 If you’d like to read the bill, it’s Assembly Bill 1715. And we do have it on our website at 
www.newmarketscredits.com.   

 

http://www.newmarketscredits.com/

