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

general news section, where he shares news on the Trump administration’s plans to release a 

detailed tax plan. Then, he discusses one path that House appropriators are considering for 

passing 12 appropriations bills for fiscal year 2018. After that, he announces two congressional 

hearings. One is in the House Appropriations Subcommittee on Transportation, Housing and 

Urban Development and Related Agencies and concerns the Trump administration’s proposed 

fiscal year 2018 budget. The other is in the Senate Committee on Banking, Housing and Urban 

Affairs on the nomination of Pam Patenaude as HUD deputy secretary. In affordable housing 

news, he discusses a new methodology proposed by HUD on calculating fair market rents. 

Then, he outlines a Louisiana state court decision on affordable housing property valuations that 

could have significant consequences for affordable housing in New Orleans. He closes out with 

historic tax credit news, where he shares good news from Alabama and Louisiana.  
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GENERAL NEWS 

Tax Reform 

 In general news, the Trump administration said that it plans to give Congress a detailed 
tax reform plan after the August district and state work periods. 

 This is according to national Economic Council Director Gary Cohn. 

 Cohn also said that the administration prefers a complete overhaul, rather than just a 
slimmed-down plan of tax cuts. 

 The White House plans to continue negotiations with lawmakers through the summer in 
preparation for this detailed release. 

 I’ll keep you posted on any developments through the podcast and on Twitter. 
 
12-Bill Omnibus 

 In other news, House Republicans are considering passing a 12-bill appropriations 
package for fiscal year 2018 before leaving for their district work periods in August. 

 Now if they decide to go that route, the timetable for accomplishing it will be very tight. 

 First, congressional leadership must decide on the top-level discretionary budget for 
fiscal year 2018. 

 Typically Congress sets the discretionary budget as part of a budget resolution. 

 And the House and Senate Budget Committees are expected to starting drafting a 
budget resolution this month. 

o By the way, the fiscal year 2018 budget resolution is also expected to have 
reconciliation instructions that will facilitate the passage of tax reform. 

 However, it will be difficult to get a budget resolution passed by both chambers. 

 That’s because in part, House fiscal conservatives want deep spending cuts to ensure 
that the federal budget is balanced within 10 years. 

 But those spending cuts will be hard to pass in the Senate, where Republicans can 
afford to lose only two votes. 

 Moreover, Congress is still using the reconciliation instructions in the prior budget 
resolution, the fiscal year 2017 budget resolution, to try to facilitate the passage of 
legislation to repeal and replace the Affordable Care Act, which is still pending in the 
Senate and not expected to be resolved until the August recess. 

 So instead, congressional leadership will likely establish the overall discretionary budget 
level to enable appropriators to begin their work. 

 Appropriators will have about seven weeks to mark up 12 bills before the August recess. 

 Then when they get back from recess, both chambers will be in session together for only 
12 working days before the 2018 fiscal year begins Oct. 1. 

 Considering this condensed time frame, Financial Services Appropriations 
Subcommittee Chairman Tom Graves said he’s floating the idea of bundling the 12 
appropriations bills into one package. 

o Congress often packages multiple spending bills into one bill when it fails to pass 
spending bills before the fiscal year begins, as it did recently for fiscal year 2017 
in May. 

o But passing an omnibus bill before the fiscal year ends would set a precedent. 

 No matter how appropriators plan to pass the appropriations bills out of the lower 
chamber, the legislation would still face the challenge of getting Senate Democrats on 
board. 
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 Remember, the Republicans hold a narrow majority in the Senate with 52 seats. 

 Barring any procedural changes, they’ll need at least 60 Senate votes to pass spending 
bills. 

 I’ll keep you posted with any updates in future podcasts and on Twitter.  
 
THUD Hearing 

 In other news, the House Appropriations Subcommittee on Transportation, Housing and 
Urban Development and Related Agencies, or T-HUD, will have a hearing this Thursday, 
June 8. 

 The topic: The Trump administration’s fiscal year 2018 budget request. 

 The sole witness will be HUD Secretary Ben Carson. 

 As I’ve mentioned in previous podcasts, the Trump budget request includes $40.7 billion 
in aggregate HUD spending. 

o That represents a $7.4 billion or 15.3 percent cut from the amount appropriated 
in fiscal year 2017.  

 Fairly dramatic cuts are proposed for various programs, including for 
o Public housing 
o Project-based rental assistance 
o And tenant-based rental assistance. 

 Furthermore, the budget calls for the elimination of the Community Development Block 
Grant program and the HOME Investment Partnerships program. 

 I should note the budget request would lift the cap on the number of units that can be 
converted under the Rental Assistance Demonstration or RAD program. 

o RAD currently has a limit of 225,000 public housing units. 

 However, the public housing capital and operating fund subsidies that are used to fund 
RAD conversions would be dramatically reduced under the budget proposal. 

o So, it’s not clear how many public housing units could be converted. 

 You can read more about the proposed budget on my Notes from Novogradac blog. 

 Again, the budget hearing is in two days: Thursday, June 8, at 10 a.m. Eastern Time. 

 The hearing will be webcast live and I’ll recap it for you in next week’s podcast. 
 
Patenaude Hearing 

 Speaking of hearings, the Senate Banking Committee held a hearing this morning on the 
nomination of Pam Patenaude for Deputy Secretary of HUD. 

 Pam serves as president of the J. Ron Terwilliger Foundation for Housing America’s 
families. 

 Previously, she was the director of the Bipartisan Policy Center Housing Commission. 

 Pam’s also no stranger to HUD. 

 She was HUD assistant secretary for community, planning and development under 
George W. Bush. 

 As is the case with many cabinet positions, the HUD secretary is the public face of the 
department and the deputy secretary oversees day-to-day operations. 

 She will be introduced at her hearing by former Senate Majority Leader Bob Dole of 
Kansas and current Senator Jeanne Shaheen of Patenaude’s home state of New 
Hampshire. 

 I’ll have more details for you about the hearing in next week’s podcast. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 

Proposed FMR Methodology Changes 

 In affordable housing news, HUD has proposed three changes to the methodology used 
to compute fair market rents, or FMRs.  

 As I am sure listeners are aware, FMRs are used to determine payment standards for 
federal rental assistance programs, including housing choice vouchers under the Section 
8 program.  

 By payment standards, I mean the gross rent the owner receives made up of the portion 

paid by the tenant and the housing assistance payment. 

 HUD calculates FMRs by assigning each area a standard quality base rent for a two-
bedroom unit. 

 That base rent figure is based on American Community Survey or ACS data. 

 The first proposed change is to the manner in which HUD selects ACS estimates for use 
in the calculation of FMRs.  

 The second method change focuses on the way that HUD calculates the ‘‘recent mover 
factor.’’  

 The third change that HUD’s proposing is to use the gross rent estimates calculated by 
ZIP Code Tabulation Areas to estimate Small Area FMRs directly. 

 Now I’m not going to go and explain the details of each of these three changes. You can 
go online and read the details.  

 I will note, though, that comments on proposed changes are due by June 26. 

 My partner, Thomas Stagg, said HUD is hopeful that this process will generate more 
robust FMRs that will have less extreme changes from year to year. That would be good. 

 Thomas said that unfortunately, we don’t have enough historical data from HUD to see if 
this change would actually generate that result. 

 HUD has released hypothetical FMRs for 2017, and we are analyzing the impact these 
three proposed changes would have on 2017 FMRs. 

 We’ll post our analysis on the Notes from Novogradac blog when it’s ready.  

 I’ll tweet the link out once it’s posted. 
 
Louisiana Assessor 

 In other affordable housing news, a recent decision by a state court of appeals in 
Louisiana has owners of low-income housing tax credit (LIHTC) properties concerned. 

 The appeals court ruled that the assessor in New Orleans could use, and I quote, “…any 
… generally accepted methodology in assessing affordable housing,” Close quote. 

 This apparently includes valuing affordable housing as though it were market-rate 
property.   

 Those in the affordable housing world know this is a problem. 
o Valuing rent-restricted properties as if they had no rent restrictions dramatically 

increases the tax bill for those properties, which makes them much more difficult 
to operate and affects their ability to stay affordable. 

o Market-rate properties, of course, generate significantly more income than LIHTC 
credit properties. 

o In most areas of Louisiana and the rest of the country, assessors use an income-
based approach to determine the property’s value using actual restricted rents. 
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 The lawsuit that prompted the ruling came when a developer of affordable housing sites 
sued the Orleans Parish assessor over the inappropriate use of the sales-comparison 
approach that considered only market-rate or unrestricted properties. 

o The Louisiana Tax Commission, which administers tax policy for the state, joined 
the lawsuit on the side of the developer. 

o The developer and state tax commission won the initial trial, but the appeals 
court reversed the lower-court ruling in May. 

 Now it’s important to know that the state circuit court decision is limited to the New 
Orleans case and does not apply to other parishes. 

o However, this decision could impact what other assessors do. 

 The result could make LIHTC developments in Louisiana much less feasible. 

 My partner Brad Weinberg in our San Francisco office says these types of rulings have a 
significant effect on the affordability of LIHTC properties. 

o Brad says that this type of change in a tax bill is enough to make a tax credit 
property fail to pencil out for developers. 

o That could dissuade developers from building affordable housing. 
o And of course the real losers in that situation are the people who miss out on an 

opportunity to live in that affordable housing. 

 This isn’t the first time that the conflict between these two approaches has happened. 
o There have been dozens of instances of lawsuits and legislation to address the 

issue, some of them recent. 
o Missouri Gov. Jay Nixon, for instance, signed a bill last summer that required 

assessors in his state to use the income-based approach while assessing low-
income housing properties in general. 

 It would be no surprise if we see legislation in Louisiana to address this issue. 

 We will keep you updated.  
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HISTORIC TAX CREDIT NEWS 

Alabama HTC 

 Turning now to historic tax credit (HTC) news.  

 Were you able to guess the two Gulf Coast states with good state HTC news? 

 Well if you guessed Alabama and Louisiana, you were right. 

 Alabama’s governor signed legislation to create a new state HTC. 
o The legislation passed in the state House of Representatives on the final day of 

the legislative session by a 91-1 margin. 
o Two weeks earlier, it had passed the Senate by a 31-0 margin. 

 When Gov. Kay Ivey signed the legislation, the bill created a new program to replace a 
popular predecessor program that expired a year ago.  

 The bill does though make a few significant changes to the previous program. 
o For instance, it requires a historic structure to be at least 60 years old to qualify, 

compared to the previous requirement of 40. 
o The bill also requires that 40 percent of credits be reserved for rural counties. 

 Rural, by the way, means counties with fewer than 175,000 people. 
 That restriction is also for the first six months of each year. 
 If there are unclaimed credits after the first six months, the remainder of 

the credits can be used in other areas. 
o The legislation also requires that the credits be sold for at least 85 percent of 

their value. 
o The credit will be refundable, which wasn’t the case under the prior state HTC 

program. 

 The program will sunset at the end of the year 2022 if not extended. 

 The Alabama HTC does have an annual cap; it’s $20 million per year. 

 The previous HTC was a three-year program and was extremely popular until it expired 
May 15 of last year. 

 Last year, you may recall, a bill to extend the tax credit had overwhelming support in the 
state Legislature. 

 But the Senate pro tem wouldn’t even let the Senate consider it, citing budget concerns. 
o That decision came after the House passed a bill to extend it by a 91-4 margin. 

 But now the state credit is back. 

 If you want to learn more about using the Alabama state HTC or any other state HTC 
program, please contact my partner Tom Boccia in our Cleveland, Ohio office. 

 
Louisiana HTC 

 As I said, the other state with good news is Louisiana. 

 Provisions to eliminate the Louisiana state residential and commercial HTCs were taken 
out of two bills in the state Legislature. 

o Preservation Resource Center of New Orleans reports that the lobbying efforts 
by community members led to the removal of the HTC provisions. 

 The Louisiana state HTC is a 25 percent credit until Jan. 1, 2018, when it becomes a 20 
percent credit. 

o There is a $5 million annual transaction cap and no statewide cap. 
o The credit is scheduled to sunset at the end of the year 2021. 
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 HB 355 and HB 362 each had provisions to repeal the state HTC. 

 Both bills are still alive, but fortunately without the provisions to eliminate the state HTCs. 

 The regular legislative session in Louisiana ends this Thursday, June 8. 

 If you want more information about state HTC programs, go to 
www.historictaxcredits.com.  

 

 

 

http://www.historictaxcredits.com/

