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

general section, where he outlines President Trump’s executive order to create an infrastructure 

council. Then, he provides listeners with more details on last week’s Senate Finance Committee 

hearing on tax reform and affordable housing. After that, he talks about Senate Finance 

Committee Chairman Orrin Hatch’s plan for a tax reform legislation markup after the August 

recess. Then, he shares the Trump administration appointees who were confirmed by the 

Senate last week. In low-income housing tax credit news, he discusses a new Notes from 

Novogradac blog post that discusses the difficult development areas for 2018. Then, he outlines 

the newly introduced Smoke-Free Affordable Housing Act (H.R. 3322), which would give low-

income housing tax credit allocation preference to non-smoking developments. In new markets 

tax credit news, he reviews a new markets tax credit compliance report commissioned by the 

CDFI Fund. In historic tax credit news, he shares a state report on the economic effects of the 

Louisiana state historic tax credit. He closes out with renewable energy tax credit news on 

Senate Bill 1672, which would create an investment tax credit for offshore window projects. 

 
 
 
Summaries of each topic:  
 

1. General News (02:52-10:06) Pages 2 – 4  

2. Low-Income Housing Tax Credits (10:07-12:44) Page 5 

3. New Markets Tax Credit News (12:45-14:47) Page 6 

4. Historic Tax Credits (14:48-16:26) Page 7 

5. Renewable Energy Tax Credits (16:27-18:08) 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.  
 
© Novogradac & Company LLP, 2017. 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 

Infrastructure Council 

 In general news, President Donald Trump issued an executive order last month to 
establish a presidential advisory council on infrastructure. 

 The council’s mission is to advise the president on improving the effectiveness and 
efficiency of federally funded infrastructure projects. 

 The council could be an excellent chance to demonstrate to the president how effective 
tax credits can be in spurring private investments in infrastructure. 

 In fact, one of the council’s mandates is to identify ways to increase public-private 
partnerships for infrastructure projects. 

 You can read more about tax credits as a potential tool for infrastructure investment on 
my Notes from Novogradac blog. 

 Now, back to the council. 

 There will be up to 15 members, with representatives from sectors that include: 
o Real estate, 
o Finance, 
o Construction, 
o Regional and local economic development, 
o And other fields related to infrastructure. 

 The council must send the president a report of its findings and recommendations. 

 The group will be dismantled within 60 days of submitting its report to the president or by 
Dec. 31, 2018, whichever comes sooner. 

 I’ll keep you posted in future podcasts as more details of the council become available. 

 In the meantime, I encourage you to visit our new web page that’s dedicated to federal 
infrastructure tax credits. 

 You’ll find legislation, reports and research on infrastructure tax credits. 

 Where should you go? 

 Go to www.infrastructurecredits.com.  
 
Senate Finance Committee Affordable Housing Hearing 

 Last week, I provided an overview of the Senate Finance Committee hearing on 
affordable housing in tax reform. 

 I detailed what each of the five affordable housing expert witnesses testified during the 
hearing. 

 This week, I’m going to go a little deeper into what Senate Finance Committee members 
said about their affordable housing priorities. 

 One of the main points of discussion was the low-income housing tax credit (LIHTC). 

 Committee members agreed that the LIHTC is one part of the tax code that has enjoyed 
bipartisan support since the program’s inception in 1986. 

 As I’ve detailed in past podcasts, a bill to expand and enhance the LIHTC was 
introduced by Senate Finance Committee member Sen. Maria Cantwell and Chairman 
Orrin Hatch. 

o It was introduced earlier this year. 

 I’m talking of course about the Affordable Housing Credit Improvement Act of 2017. 

 In addition to Cantwell and Hatch, five other members of the Senate’s tax-writing 
committee have signed on in support of the bill. 

http://www.infrastructurecredits.com/
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 Senate Finance Committee member Sen. Debbie Stabenow also said at last week’s 
hearing that she is looking forward to officially cosponsoring the bill. 

o She’s now one of those five.  
o She said that Republican and Democrat senators are signing on in pairs. 

 Other committee members who expressed support for the Affordable Housing Credit 
Improvement Act were cosponsors Rob Portman and Ranking Member Ron Wyden. 

 Sen. Portman called the LIHTC a solid program that incentivizes the private sector to 
increase the supply of affordable housing. 

 Sen. Wyden said the LIHTC is a smart, bipartisan attack on the affordable housing 
scarcity problem. 

 In addition to praising the LIHTC, I was encouraged to hear senators acknowledge a key 
issue of tax reform that we in the tax credit community have studied and have been 
concerned about for years. 

o Namely: the loss in LIHTC equity that would be available if corporate tax rates 
are reduced. 

o Novogradac & Company calculations show that reducing the top corporate tax 
rate could lower investor equity pricing per credit by as much as 17 cents per 
dollar. 

o And our report was referenced, or the results of our report, during the hearing. 
o This would of course, unfortunately, substantially reduce the amount of equity 

that would be available to build and preserve affordable housing. 
o Sen. Wyden asked expert witness Grant Whitaker of the National Council of 

State Housing Agencies to submit suggestions for the record on how to offset the 
effect of a corporate tax rate cut on LIHTC equity. 

o National Association of Home Builders Chairman Granger McDonald provided 
such a suggestion from Novogradac & Company in his testimony. 

o You can read it on the Novogradac blog at www.novoco.com/blog  

 This, by the way, is a good reminder that certain tax reform proposals could undermine 
the effectiveness of the LIHTC, indirectly but still significantly.  

 That’s why Novogradac has formed a Tax Reform Working Group. 

 This is so stakeholders can help keep lawmakers keep informed about the 
consequences of different tax reform proposals. 

 If you’re interested in learning more about the group and possibly joining, please contact 
my partner Dirk Wallace. 

 He’s in our Dover, Ohio, office. 
 
Senate Finance Committee Tax Reform Markup 

 While we’re on the subject of the Senate Finance Committee, Senate Finance 
Committee Chairman Orrin Hatch last Thursday announced plans for a single tax reform 
markup after the August recess. 

 Chairman Hatch gave no specific markup and hearing dates. 

 But he did say that he wants to move tax reform legislation through regular order within 
committee and not go directly to the full Senate, like the Republicans did with 
Obamacare repeal legislation. 

 Senate Majority Leader Mitch McConnell also told reporters last Tuesday that 
Republicans will use budget reconciliation to pass tax reform, such that they can pass 
tax reform without Democratic support. 

http://www.novoco.com/blog
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 McConnell’s statement came the same day that 45 of 48 Democratic Senators, or at 
least Senators that caucus with the Democrats, sent a letter to Senate GOP leaders and 
President Trump urging a bipartisan approach to tax reform. 

 The letter highlighted three principles that Democrats said are prerequisites to bipartisan 
tax reform. 

o The first principle was that tax reform should not increase the tax burden on the 
middle class and should not benefit the wealthy. 

o Second, the tax reform legislation should go through regular order and not 
reconciliation. 

o And third, the tax reform should provide a revenue base that meets the needs of 
the country and would protect programs like Medicare, Medicaid and Social 
Security.  

 Now as I said, the letter was signed by 45 Democrats, led by Senate Minority Leader 
Chuck Schumer and Senate Finance Committee Ranking Member Ron Wyden. 

 Now I’ve re-tweeted a Wall Street Journal article on the Democrats’ letter. 

 You can find my Twitter feed by going to Twitter and searching for @Novogradac. 
 

Senate Nomination Confirmations 

 In other news from Congress, the Senate last week confirmed more than 60 Trump 
administration appointments. 

 Among them were several key Treasury and HUD positions. 

 David Kautter was confirmed for assistant secretary for tax policy. 

 Chris Campbell was also confirmed as assistant secretary for financial institutions, which 
oversees the CDFI Fund. 

 Andrew Maloney was confirmed as Treasury deputy undersecretary for legislative 
affairs. 

 Neal Rackleff and Anna Farias were also confirmed as HUD assistant secretaries for 
community planning and development and fair housing and equal opportunity. 

 Unfortunately, the HUD nominations of Pam Patenaude for deputy secretary and J. Paul 
Compton for general counsel are still pending. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 

2018 DDA Predictions 

 In affordable housing news, Novogradac & Company has run analysis that allows us to 
predict key information about difficult development area, or DDA, designations for 2018. 

 As you know, DDAs are areas that are designated by HUD each year as eligible for a 30 
percent boost in eligible basis. 

 Eligible basis is a key component in determining the amount of LIHTCs a property could 
be eligible for. 

o HUD designates areas that represent a total 20 percent of the population as 
DDAs each year. 

o HUD uses a formula to make that determination that includes HUD’s fair market 
rents and the maximum income of eligible tenants. 

 My partner Thomas Stagg has authored a post–it’s on our blog–in which he discusses 
the findings of our analysis.  

 He’s reached some very interesting conclusions: 
o Some areas will have drastic falls and will likely not be DDAs next year. 

 Examples include a ZIP code area of Newark, New Jersey, and a ZIP 
code area in San Diego. 

o In fact, Novogradac’s calculations reveal that more than 17 percent of the metro 
areas that are SDDAs this year will not be DDAs next year. 

o And more than 40 percent of the rural areas that are DDAs this year will not be 
DDAs next year. 

 Now understanding DDAs can help LIHTC developers plan ahead to maximize their 
credits and determine which projects may or may not be financially feasible next year. 

 You can read more details about this analysis in our post at www.novoco.com/blog. 

 Also, you can contact Thomas Stagg for more information, including how to get access 
to the detailed analysis, which is available for purchase. 

 You can reach Thomas in our Seattle office if you’re interested. 

Smoke-Free LIHTC Bill 

 In more affordable housing news, Vicki Hartzler has introduced legislation to give 
preference to LIHTC developers who provide smoke-free housing. 

o Now many states already have that provision in their qualified allocation plans. 
o This legislation would require it. 

 As you know, HUD already ruled that all public housing agencies must be smoke-free by 
next August. 

o This legislation would expand that requirement to LIHTC properties. 

 The bill is H.R. 3322, the “Smoke Free Affordable Housing Act.” 

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

  

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

NMTC Compliance Report  

 In new markets tax credit (NMTC) news, a report released last week examines whether 
the recipients of NMTCs have complied with program requirements and objectives.  

o The report was commissioned by the CDFI Fund and conducted by Summit 
Consulting LLC. 

o It was spurred by questions from the Government Accountability Office 
(GAO) and others. 

 Not surprisingly to us in the community, the report found widespread compliance by 
community development entities, or CDEs, with their allocation agreements.  

 In fact, all evaluated investments complied with the applicable CDE’s allocation 
agreement. 

 One of the main compliance requirements is for CDEs to offer flexible financing products 
to qualified active low-income community businesses. 

 These financing products must meet at least one of three flexible criteria. 
o Every CDE in the report offered products with at least one of the flexible criteria. 
o What’s even more impressive is the report found that nearly 60 percent of CDEs 

exceeded the minimum standard by offering products with two or three of the 
flexible criteria. 

 Another CDE requirement is to invest in distressed communities. 
o Once again, CDEs went above and beyond their requirements.  
o The report found that nearly half of the NMTC capital went beyond this basic 

requirement and was invested in highly distressed neighborhoods.  
o Furthermore, there was no evidence of NMTC investments being concentrated in 

or adjacent to affluent areas. 

 The Urban Institute and GAO questioned whether fees charged by CDEs and investors 
may diminish the program benefits.  

 The report found the opposite to be true.    
o The report found that these fees are being reinvested in part in the community. 

 You can read the report, it’s titled, “Compliance Review of New Markets Tax Credit 
Program,” at our website www.newmarketscredits.com. 

 You can also read my blog post that further analyzes the report. 

 It’s at www.novoco.com/blog.  
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HISTORIC TAX CREDIT NEWS 

Report Lauds Louisiana HTC Program 

 In historic preservation news, we have interesting points to share with you from a report 
about the Louisiana state historic tax credit (HTC).  

o The Louisiana state tax credit is equal to 25 percent of the qualifying 
rehabilitation expenditures. 

o However, that credit is set to decrease to 20 percent on Jan. 1, 2018.  

 The report was commissioned by the office of Louisiana Lt. Gov. Billy Nungesser and it 
generally lauds the success of the program.   

 The report analyzed the state tax credit from 2007 to 2016.  

 Since 2007, the state and federal tax credit programs have spurred nearly $2.7 billion of 
investment in Louisiana, for the report. 

o This includes the construction of 821 rehabilitation projects that were financed 
using the state tax credit.  

 Each year, these rehabilitation projects generated an average of:  
o 1,725 direct jobs, and  
o 1,429 indirect and induced jobs. 
o So more than 3,000 jobs combined 

 The report also said that for every $1 that the state of Louisiana provides in state HTCs, 
it receives nearly $9 dollars in additional economic activity. 

 The report examined historic rehabilitation activity in a handful of key areas: 
o Baton Rouge, 
o Monroe,  
o New Iberia,  
o New Orleans,  
o Shreveport, and  
o Slidell.  

 To read the report, it’s titled, “The Historic Tax Credit: Building the Future in Louisiana,” 
go to www.historictaxcredits.com.  
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RENEWABLE ENERGY TAX CREDIT NEWS 

Incentivizing Offshore Wind Power Act 

 In renewable energy news, a bill was introduced last week to create an investment tax 
credit (ITC) for offshore wind facilities. 

 The Incentivizing Offshore Wind Power Act would create an ITC for the first 3,000 
megawatts of offshore wind facilities that are placed in service. 

o The program would offer a 30 percent credit, and applicants would have to place 
their facility in service within five years of when they’re issued certification. 

o Also, there’s a list of criteria in the bill to help distinguish which facilities should 
get the credit if demand outpaces supply. 

 The legislation was sponsored by Sens. Tom Carper of Delaware and Susan Collins of 
Maine. 

o Sen. Carper is a Democrat and Sen. Collins is a Republican. 
o In addition, the bill has 10 cosponsors, which include nine Democrats and one 

Independent. 

 Now Carper has introduced a similar bill in each of the past two sessions of Congress. 

 Perhaps this time the bill would become law. 

 Now the bill would create a tax credit that is different from the current ITC and production 
tax credit (PTC). 

o Both the current ITC and the PTC are in the process of being gradually phased 
down. 

o The PTC will expire after 2019 and the ITC will reduce to a permanent 10 percent 
credit after 2021. 

 Now as currently proposed, the offshore credit would not expire at a set date, but it 
would expire when it has been used to support 3,000 megawatts of offshore wind 
facilities. 

o You can read the bill at www.energytaxcredits.com. 
o It is S. 1672. 

 

http://www.energytaxcredits.com/

