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

general section, where he discusses the latest in tax reform efforts. He also talks about the 

canceling of a planned presidential infrastructure advisory council. In low-income housing tax 

credit news, he discusses a change to when HUD’s new small-area fair market rent 

designations will go into effect. In new markets tax credit news, he talks about the NMTC 

Working Group’s tax reform recommendations to the Senate Finance Committee. And, he 

shares the CDFI Fund’s latest qualified equity investment issuance report. He closes with an 

update on the Illinois state historic tax credit extension bill and on a court ruling that could mean 

good news for New York State historic tax credit investments. 

 

 

 

 

 
Summaries of each topic:  
 

1. General News (02:06-06:07) Pages 2 – 3   

2. Low-Income Housing Tax Credits (06:08-08:25) Page 4 

3. New Markets Tax Credit News (08:26-12:41) Pages 5 – 6   

4. Historic Tax Credits (12:42-16:03) Pages 7 – 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. 
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GENERAL NEWS 

Reagan Ranch Tax Reform 

 In general news, I have a recap of last week’s Republican tax reform meeting in 
California. 

 As I mentioned in last week’s podcast, Republican leaders agreed to discuss tax reform 
at Reagan Ranch in Santa Barbara. 

o That’s the longtime home of former President Ronald Reagan. 

 In fact, House Ways and Means Committee Chairman Kevin Brady delivered his tax 
reform address last week behind a replica of President Reagan’s “tax cut table,” where 
Reagan signed his signature tax cut bill in 1981. 

o That was the Economic Recovery Tax Act of 1981. 

 With Brady last week were Ways and Means members: 
o David Schweikert of Arizona 
o Carlos Curbelo of Florida and 
o Peter Roskam of Illinois. 

 Roskam is also the chairman of the Tax Policy Subcommittee of the 
House Ways and means Committee.  

 They took turns expressing the need for a simple, pro-growth tax code. 

 Now no new policies or priorities were unveiled. 

 But Brady did restate his belief that tax reform could be accomplished this calendar year. 

 The remarks were followed by a brief Q&A session. 

 One of the questions was what lessons were learned from the failure of health care 
reform that could be applied to tax reform efforts.  

 Brady said, and here I quote, “The difference between health care and tax reform is just 
about everything. While Americans are divided over Obamacare, no one defends the 
status quo of the bloated, complex tax code.” Close quote. 

 Brady said that President Donald Trump has agreed to work with House and Senate tax 
writers to create a unified plan that they can all stand behind. 

 When asked about bipartisanship, Brady said that his Democratic colleagues have good 
ideas on how to get people to work and he’s hopeful to deliver bipartisan tax reform to 
the president. 

o However, it should be noted that while Brady welcomes bipartisan tax proposals, 
House Speaker Paul Ryan and Senate Majority Leader Mitch McConnell still 
intend to advance tax reform through budget reconciliation, meaning that it could 
pass without any Democratic support. 

 
Infrastructure Council 

 In other news, we at Novogradac have been very focused on the potential for tax 
provisions to help support infrastructure rebuilding. 

o Most notably an infrastructure tax credit. 

 As such, we did take note that the advisory council and infrastructure has gone as 
quickly as it came, or even before it arrived. 

 Bloomberg News and several other agencies have reported that President Trump has 
disbanded the advisory council on infrastructure that he created by executive order in 
July. 

 The infrastructure council was still being formed when it was dismantled last week.  
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 No reason was given. 

 However, the dissolution is likely related to Trump’s cancelation of two other business 
advisory councils last week. 

 Those two other panels were eliminated after business leaders started to quit the 
councils following the president’s controversial remarks about the recent violence in 
Charlottesville, Virginia. 

 I talked about the infrastructure advisory council in a podcast earlier this month when the 
council was announced. 

 As I mentioned then, the group’s intended purpose was to advise the president on 
funding, support and delivery of infrastructure projects. 

 Now it remains to be seen how dissolution of the council could affect the president’s 
proposal for a $1 trillion infrastructure overhaul. 

 Just one day before his dissolution of the infrastructure council, Trump had told reporters 
that his administration is working every day to deliver the world-class infrastructure that 
the country deserves. 

 I’ll keep you posted on any updates, especially ones concerning the potential use of tax 
credits to finance infrastructure. 

 An infrastructure tax credit is a model that we discussed earlier this year in a blog post 
on Notes from Novogradac. 

 You can find infrastructure tax credit legislation, reports and research at 
www.infrastructurecredits.com. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 

Small-Area Fair Market Rent Change 

 In affordable housing news, HUD last week announced that it’s suspending the small-
area fair market rent designation for all but one of the metropolitan areas that were 
scheduled to start using the designations in October. 

o The designations are to be used in the administration of the Housing Choice 
Voucher program. 

 As you know, the small-area fair market rent, or FMR, designations are based on ZIP 
codes, rather than using a single metro-wide rent standard. 

o The small-area fair market rent rule was introduced in 2016. 
o The purpose was to allow more families in the housing choice voucher program 

to move into neighborhoods with lower poverty. 
o The new designations were scheduled to begin Oct. 1 in 24 metro areas, but now 

they are on hold for at least two years in all but one of those regions. 
o You can read more about the background and implications for low-income 

housing tax credit (LIHTC) properties in a post entitled Understanding the New 
Small Area FMRs by my partner Thomas Stagg.  

 You can find that on the Notes from Novogradac blog at 
www.novoco.com/blog.  

 Now HUD said there were three main reasons for the delay: 
o first, some interim findings from a HUD demonstration program that used these 

new designations, 
o second, public comments on the change, and 
o third, and perhaps most significantly, requests from public housing authorities for 

more guidance and technical assistance. 

 The only location that will use the small-area fair market rent designations is the Dallas-
Plano-Irving metro area in Texas. 

o That area has used small-area fair market rent designations since 2011, this due 
to a legal settlement. 

 The letter HUD sent about the change says that public housing authorities can though 
still adopt small-area fair market rents voluntarily, subject to some rules. 

 My partner Susan Wilson says that this change primarily affects property owners who 
have properties in lower-income areas in metro regions. 

o The change allows them to continue to tie their rent to the overall metro area, 
rather than the ZIP code region. 

 If you have questions about how this change affects your property, please call Susan 
Wilson in our Austin, Texas, office. 
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NEW MARKETS TAX CREDIT NEWS 

NMTC Working Group Recommendations 

 In new markets tax credits (NMTC) news, the New Markets Tax Credit Working Group 
recently submitted recommendations to retain and enhance the NMTC program during 
tax reform. 

 The working group made these recommendations in response to Senate Finance 
Committee Chairman Orrin Hatch’s June request for recommendations. 

o Sen. Hatch’s staff will review stakeholder letters for ideas on what to include in 
tax reform legislation. 

 The NMTC Working Group made five recommendations for the program. 

 The recommendations are: 
o One, make the NMTC an indefinite part of the Internal Revenue Code, let’s call it 

permanent. 
o Two, increase the annual credit authority and indexing, a credit for inflation. 
o Three, allow the NMTC to offset the alternative minimum tax (AMT). 
o Four, repeal the NMTC basis adjustment. 
o And five, modify the recapture rules to enable greater efficiency. 

 The reason for program permanency is simple. 
o Making the NMTC a permanent part of the tax code would remove uncertainty for 

investors and community development entities (CDEs). 
o This would increase the number of investors and CDEs willing to participate in 

the program. 

 Next, the working group suggested increasing the annual NMTC authority.  
o Current demand for NMTCs far exceeds supply.  
o For example, for the current $3.5 billion NMTC round, there were 230 

applications requesting $16.2 billion of allocation.  
o Increasing annual NMTC allocations would result in greater investments in low-

income communities and greater impact. 

 The working group also suggested amending the tax code in order to allow NMTCs to 
offset AMT.  

o This amendment would put the NMTC on par with other tax credits, such as the 
LIHTC, historic tax credit (HTC) and renewable energy tax credits (RETCs).  

o This would increase investor demand, which would drive up tax credit pricing.  

 Next, the working group suggested repealing the NMTC basis adjustment.  
o This would enable a greater amount of subsidy to reach NMTC projects per tax 

credit dollar. 
o It would also equalize the basis treatment with the LIHTC.  

 Finally, the working group suggested revising the NMTC recapture rules.  
o The harsh recapture rules far exceed that of other tax credit programs.  
o While these recapture rules ensure that the goals of the program are met, the 

cost of compliance and potential recapture lowers NMTC pricing and limits the 
types of investments that investors are willing to make.  

o A phased reduction in recapture risk would result in a lower discount being 
applied to NMTCs. 

 You can read more about the NMTC Working Group’s recommendations on the Notes 
from Novogradac blog. 
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 My partner Brad Elphick and I lead working group discussions each month within the 
working group. 

 Our members are NMTC participants and we help resolve technical, regulatory and 
administrative program issues. 

 To learn more about joining the NMTC Working Group, go to www.novoco.com.  

QEI Issuance Report  

 In other community development news, the CDFI Fund last week released its latest 
Qualified Equity Investment Issuance Report, or QEI Report. 

 This report identifies:  
o the total dollar amount finalized by NMTC allocatees and  
o the amount that remains to be issued. 

 The CDFI Fund reported more than $719 million in allocation authority had been issued 
since the last report in July.  

 The amount finalized since the beginning of the program has now reached $45.5 billion.  

 As of the report’s Aug. 17 release, the amount of NMTC allocation authority still available 
is more than $5 billion.  

 If you would like to see the latest QEI Report, go to www.newmarketscredits.com.  

 Now, I’d like to remind listeners of our Novogradac 2017 New Markets Tax Credit Fall 
Conference.  

 This conference will be in Chicago on Oct. 19 and 20, with two workshops the day 
before, on Wednesday.  

 To register for this or any other upcoming conference, go to www.novoco.com/events.  
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HISTORIC TAX CREDIT NEWS 

Illinois HTC Extension 

 In historic preservation news, Illinois Gov. Bruce Rauner did sign a bill last week to 
extend the state’s River Edge Historic Preservation Tax Credit, extending it through the 
year 2021. 

o Obviously very good news. 

 As I told you last week, Rauner had until yesterday to veto the bill or else it would 

become law, whether or not he signed it. 

o Well, he did actually sign it on Friday. 

 The Illinois state HTC is for 25 percent of the rehabilitation costs for buildings in five 
cities. 

o There is no statewide cap. 

 The tax credit began in 2012 and Rauner signed a bill late last year to extend it for a 
year. 

o Now the program’s in place through the year 2022, which lends stability to 
historic preservation in those cities. 

 For more information about the program, contact Tom Boccia in our Cleveland office. 

HTC New York Ruling 

 In other historic preservation news, I have something good to report for the HTC 
community in New York. 

 The New York Department of Taxation and Finance issued an advisory opinion recently 
as to whether a property that had received the state commercial historic rehabilitation tax 
credit was indeed eligible to claim it. 

 The renovation plans for the property in question had been approved by the state Office 
of Parks, Recreation and Historic Preservation to be eligible for renovation. 

 In addition, that office confirmed to the developer that the building was located in a 
census tract that was eligible for the New York state HTC. 

o The building was scheduled to be listed in the National Register of Historic 
Places. 

o However, the investor noted that the median family income for the most recent 
information reported for that census tract where the development would take 
place was actually higher than the statewide median. 

 Once again, the most recent information showed the property being in an 
area higher than the statewide median.  

 One of the requirements to receive the credit is for the census tract to 
have a lower median family income than the statewide median. 

o So, the investor wanted clarification whether the property was still eligible for the 
tax credit. 

 Well, the Department of Taxation and Finance ruled that the Office of Parks, Recreation 
and Historic Preservation does have the authority to determine eligibility. 

o Now this is a specific decision, but it’s good news in that it removed a layer of 
uncertainty. 

o It basically confirmed the rights of the Parks, Recreation and Historic 
Preservation to determine eligibility. 
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o Now my partner Tom Boccia says it’s important for developers and investors to 
have confidence that decisions about eligibility won’t be overturned. 

o In this case, the Office of Parks, Recreation and Historic Preservation’s authority 
to declare eligibility for state tax credits was upheld. 

 If you have questions about HTCs in your state, please contact Tom Boccia in our 
Cleveland office. 

 And on a related note, we’ll have a State of the States panel during our Novogradac 
2017 Historic Tax Credit Conference next month. 

 This State of the States panel will discuss the status of state HTC programs across the 
country and how to make the most of those available resources. 

 The conference will be in Denver on Sept. 28 and 29. 

 You can register at www.novoco.com/events. 

 I’ll be there and I hope to see you there, too. 
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