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In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac, CPA, provides an update 

on Treasury appropriations legislation and when listeners can expect Treasury to release 

opportunity zones guidance. Then, he revisits an important discussion on why a tax credit 

structure for the new markets tax credit subsidy is more efficient than a proposed grant 

replacement program. After that, he discusses information about Fannie Mae and Freddie Mac’s 

Duty-to-Serve plans. He wraps up today’s podcast with an announcement from the CDFI Fund 

about new markets tax credit allocation application reviewers for 2018 and news about the state 

historic tax credit programs in Missouri and Delaware.  

 

 

Summaries of each topic:  

 

1. General News (02:40-11:19) Pages 2 – 4   

a. FY 2019 Minibus (02:40-03:19) 

b. Opportunity Zones Regulations (03:20-06:39) 

c. NMTC vs. Cash Grant (06:40-09:48) 

d. Fannie Mae and Freddie Mac Duty-to-Serve Snapshots (09:49-11:19) 

2. Other News (11:20-13:00) Page 5 

3. Related Resources Page 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.  
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GENERAL NEWS 

FY 2019 Minibus 

 In general news, the House fiscal year 2019 Treasury spending bill will be included in a 

fiscal year 2019 “minibus” bill.  

o The minibus is scheduled for House consideration this week. 

 It’s unclear when the companion bill will be considered on the Senate floor.  

 But, Senate Majority Leader Mitch McConnell curtailed the August recess for annual 

spending bills and nominations, so the Senate may consider the legislation in August. 

 No word yet by the way on the Transportation-HUD spending bills. 

 I’ll keep you posted on both spending bills in future podcasts. 

Opportunity Zones Regulations 

 We at Novogradac are very focused on the opportunity zones tax incentives.  

 Both how it works with other tax credits, as well as how it works as a standalone 

incentive. 

 Now some of you may have seen last week my tweet that Bloomberg Tax has been 

reporting that Treasury Secretary Steven Mnuchin said opportunity zones regulations will 

be released by the end of this year. 

 Potential investors in the incentive have been eagerly awaiting guidance since the 

opportunity zones incentive was created last year as part of the tax reform bill. 

 The opportunity zones tool allows investors to defer paying taxes on gains if those gains 

are invested in qualified opportunity funds that in turn invest in designated  opportunity 

zones. 

 Now governors nominated low-income opportunity zones for designations in spring and 

the CDFI Fund designated the final round of opportunity zones in June.  

 Now the next step is for Treasury to issue regulations and guidance.  

 Now technically you can form an opportunity fund now and make investments.  

o And we have some clients that are doing just that. 

 That said, there is some urgency in getting regulations and guidance out as quickly as 

possible. 

 For those of you not as familiar with the actual benefits of opportunity zone investing, the 

temporary deferral for gains invested in opportunity funds is until Dec. 31, 2026, or the 

date the investment in the opportunity fund is sold or exchanged, if it’s earlier. 

 Now in addition to this deferral, the incentive also allows a 10 percent basis step-up for 

investments held for at least five years. 

o That, in essence, eliminates 10 percent of your gain.  

 Now investments held for at least seven years get an additional 5 percent benefit for an 

aggregate 15 percent of the original gain in basis step-up for indirectly elimination of 50 

percent of the gain.  

 Now the significance of the Dec. 31, 2026 date, as well as the seven-year requirement, 

is that means investors need to make their qualified opportunity fund investments by the 

end of the year 2019, by the end of next year to get the full 15 percent capital gain basis 

step-up. 

 Now we’ll continue to keep an eye out for Treasury regulations and other guidance. 

o We actually expect some updated FAQs sometime during this summer. 
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 Now to make sure you get the latest opportunity zones news, I encourage you to 

subscribe to Novogradac’s free industry email alerts. 

 I’ll also post a link to the Novogradac subscription center in today’s show notes, and I’ll 

also tweet it out. 

 Now you can hear from experts on the opportunity zones incentive at the Novogradac 

2018 Opportunity Zones Conference. 

o It will be held in New Orleans on Oct. 2-3. 

 Also, we have an Opportunity Zones Working Group. 

 And I’d encourage you to email my partner John Sciaretti if you’re interested in that 

group. 

 We did by the way submit some additional questions to Treasury yesterday and I’ll talk 

about those questions in a little more detail in next week’s podcast.  

 Regarding the Novogradac Opportunity Zones Conference, the registration link will be in 

today’s show notes. 

NMTC vs. Cash Grant 

 Now let’s turn to the new markets tax credit (NMTC).  

 The Government Accountability Office recently renewed its recommendation that 

Congress consider replacing, or at least having a comparative trial program, comparing 

the NMTC to a cash grant program. 

 Now the suggestion was part of the GAO’s testimony for the Senate Budget Committee. 

 Now this isn’t the first time that the GAO recommended replacing, or at least creating a 

competing NMTC program with a grant program.  

 You may recall in 2010 and 2011, GAO released reports suggesting that a cash grant 

program may be more cost-effective than a tax credit. 

 Now tax credit experts do disagree. 

 The GAO report contains a major oversight and misunderstanding as to how tax credits 

work. 

 A report by Novogradac & Company in 2011 compared the NMTC to a theoretically 

equivalent cash grant program. 

 What were the findings? 

o Well the Novogradac study found that the tax credit is at least 15 percent more 

efficient at delivering subsidy than a cash grant. 

 The GAO report said that when tax credits are priced at 75 cents or 80 cents per dollar 

of tax credit, the federal government loses 20 to 25 percent of each dollar of the tax 

credit. 

o The GAO then went on to say that a grant program would reduce up-front costs 

by comparison. 

 Now on the contrary, as many of our listeners know, the NMTC is not entirely claimed at 

the time the investor makes an equity investment. 

o It’s claimed ratably over a six-year period. 

o It’s technically six years and a day, and the investor doesn’t receive any of its 

capital back until after seven years. 

 So in other words, the time value of money is one of the key reasons why the present 

value of the tax credits is discounted. 

 The federal government actually benefits from the current tax credit structure because 

the revenue lost is spread over seven years, instead of all at once. 
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 However, the economic incentives happen up front, so you get additional revenues up 

front, cost over seven years. 

 So the GAO assertion that a grant would reduce up-front costs is false. 

 Now other benefits of a tax credit structure include: 

o shifting risk from the federal government to private investors through recapture 

and other incentives or other structure features. 

 Now the New Markets Tax Credit Working Group did send a letter to the GAO detailing 

these tax credit benefits and more. 

 I’ll tweet links to the working group letter, the Novogradac report and a column I wrote on 

the same topic. 

 The links are also in today’s show notes. 

 As the federal government looks for ways to cut costs, we can expect tax credit 

programs to be targeted for elimination or replacement.  

 And at a minimum for a more close scrutiny and evaluation.  

 Now the survival of important tax credits that are key to community development will 

depend on communicating to lawmakers the effectiveness and efficiency of these 

programs. 

Fannie Mae and Freddie Mac Duty-to-Serve Snapshots 

 Now let’s turn to Fanny Mae and Freddie Mac. 

 The Federal Housing Finance Agency, or FHFA, the regulator of Fannie and Freddie, 

released snapshots of Fannie Mae and Freddie Mac’s duty-to-serve plans. 

 Now these duty-to-serve plans went into effect Jan. 1 of this year, and these plans went 

into effect Jan. 1 this year. 

 And these plans detail how Fannie and Freddie will lead and facilitate a secondary 

market for very-low, low- and moderate-income households in three specific areas: 

o affordable housing, 

o manufactured housing and 

o rural housing. 

 Now FHFA created 11 snapshots of the plans. 

 And these snapshots are intended to help interested stakeholders find opportunities to 

work with Fannie and Freddie in targeting the three housing areas.  

 The snapshots include:  

o multifamily rental production,  

o rural rental production, and  

o state and local multifamily housing. 

 And by the way, FHFA has allowed Fannie and Freddie to make low-income housing tax 

credit (LIHTC) equity investments. 

 And we expect much of that investment to occur in these duty-to-serve markets. 

 And Fannie has already announced that they’ve placed $100 million, and we do expect 

more announcements soon. 

 If you’re interested in learning more about these snapshots and how you may be able to 

work with Fannie Mae and Freddie Mac, I encourage you to contact one of my partners 

at a Novogradac office near you. 
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Other News 

 Turning to other news, the CDFI Fund is looking for reviewers for the 2018 application 

round of the NMTC program. 

o The CDFI Fund said it wants candidates with expertise in community and 

economic development finance. 

o Applicants with experience as application reviewers or with specialized 

knowledge in the NMTC are preferred. 

o The CDFI Fund seeks applicants with expertise in other areas related to the 

credit as well. 

o Now you can apply to be a reviewer by sending a brief email before the July 27 

deadline. 

o I’ll include the email address in today’s show notes and send out a Tweet. 

 And now, let’s talk about two states that have made changes to their annual state 

historic tax credit (HTC) cap. 

 In Missouri, it’s not such good news. 

 Gov. Mike Parson signed a bill that drops the annual cap from $140 million to $90 

million. 

 That starts Aug. 28 of this year – that’s one day before my birthday.  

o Now there’s a provision that another $30 million though can be authorized for 

projects in qualified census tracts. 

o That’s just bringing the total up to $120 million.  

 Turning to Delaware, we have better news. 

 Gov. John Carney signed a bill that increased the annual cap from $6.5 million to $8 

million. 

o The Delaware legislation also included several other provisions, including one to 

appropriate $6 million to the Affordable Rental Housing program. 

o Now those funds can be used to leverage sources such as the LIHTC. 
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RELATED RESOURCES 

 
Opportunity Zones 

Novogradac Industry Alert Email Subscriptions  

Novogradac 2018 Opportunity Zones Conference Registration 

 

GAO NMTC Grant Recommendation 

Washington Wire: Tax Credits are More Efficient Than Cash Grants 

Novogradac & Company Report: NMTC Program Outperforms Comparable Cash Grant 

Program 

NMTC Working Group Letter Regarding Recommendations Made in the March 2011 and 

January 2010 GAO Reports Regarding Converting the NMTC to a Cash Grant Program 

(April 4, 2011) 

 

Duty to Serve Snapshots 

FHFA Publishes New “Snapshots” of Fannie Mae and Freddie Mac’s Duty to Serve 

Plans to Help Stakeholders Identify Opportunities 

 

NMTC Application Reviewers 

Email Applications to be a 2018 NMTC Application Reviewer to 

NMTCReview@F2Solutions.com.  

 

Missouri HTC 

 Missouri S.B. 773 

 

Delaware HTC 

 Delaware H.B. 475 

 

https://www.novoco.com/subscription-center
https://www.novoco.com/events/novogradac-2018-opportunity-zones-conference
https://www.novoco.com/periodicals/articles/washington-wire-tax-credits-are-more-efficient-cash-grants
https://www.novoco.com/products/nmtc-program-outperforms-comparable-cash-grant-program
https://www.novoco.com/products/nmtc-program-outperforms-comparable-cash-grant-program
https://www.novoco.com/system/files/group/NMTC%20Working%20Group/nmtcworkinggroupletter_gao-reports-grant_040511.pdf
https://www.novoco.com/system/files/group/NMTC%20Working%20Group/nmtcworkinggroupletter_gao-reports-grant_040511.pdf
https://www.novoco.com/system/files/group/NMTC%20Working%20Group/nmtcworkinggroupletter_gao-reports-grant_040511.pdf
https://www.fhfa.gov/Media/Blog/Pages/FHFA-Publishes-New-Snapshots-of-Fannie-and-Freddie-Duty-to-Serve-Plans-to-Help-Stakeholders-Identify-Opportunities.aspx?utm_medium=email&utm_source=govdelivery
https://www.fhfa.gov/Media/Blog/Pages/FHFA-Publishes-New-Snapshots-of-Fannie-and-Freddie-Duty-to-Serve-Plans-to-Help-Stakeholders-Identify-Opportunities.aspx?utm_medium=email&utm_source=govdelivery
mailto:NMTCReview@F2Solutions.com
https://www.novoco.com/sites/default/files/atoms/files/missouri_sb_773_070518.pdf
https://www.novoco.com/sites/default/files/atoms/files/delaware_hb_475_070118.pdf

