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

significant news about the timeline for tax reform.  He also shares good news on the 

nominations of Pam Patenaude as HUD deputy secretary and Brian Montgomery as FHA 

commissioner. After that, he provides an update on disaster relief for taxpayers affected by 

Hurricane Irma. On the affordable housing front, he shares details about private activity bond 

issuance for affordable rental housing in 2016. He also has information for listeners about the 

2018 qualified census tracts and difficult development areas. He discusses the LIHTC Working 

Group’s comments on the National Council of State Housing Agencies’ proposed revisions to its 

Recommended Practices in Housing Credit Administration. And in state housing news, he 

provides an update on California S.B. 2 and S.B.3, legislation that could increase the 

development and preservation of affordable housing. He closes out with state historic tax credit 

news from Wisconsin. 

 

 

 

 
Summaries of each topic:  
 

1. General News (03:06-11:44) Pages 2 – 4    

2. Low-Income Housing Tax Credits (11:45-18:29) Pages 5 – 7    

3. Historic Tax Credits (18:30-19:28) 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 

Big 6 Time Frame, Tax Reform Hearing 

 In general news, the Big 6 of tax reform have announced their intentions to release a 
detailed set of tax reform consensus principles next week. 

o That’s right, next week, the week of Sept. 25th. 

 We’re expecting a three-to-five page document, as opposed to the three-paragraph 
statement at the end of July that was really more about abandoning the border 
adjustment tax than sharing details about tax reform. 

 House Ways and Means Committee Chairman Kevin Brady said that next week’s 
document will have core elements of big, bold tax reform. 

 The consensus tax reform principles will be the next concrete step toward the 
Republican goal of enacting tax reform in 2017.  

 The release of this 3-5 page document will be preceded at the beginning of next week by 
meetings of House Republican Ways and Means members on September 24th and 25th.   

 So, the current plan is for the House Ways and Means Committee to have this meeting, 
have the release and then have a mark-up in mid to late October, followed by a mark-up 
of legislation of tax reform in the Senate.   

 And somewhere along the way, the House and the Senate need to pass a fiscal year 
2018 budget. 

 This would allow them to pass tax reform with only 50 votes in the Senate. 

 The Senate, though, isn’t waiting until October to meet about tax reform.   

 Rather, the Senate Finance Committee is holding a hearing today to discuss business 
tax reform. 

 We’ll have details on that hearing in next week’s podcast. 

 Among the witnesses is Jeffery DeBoer, he’s president and CEO of the Real Estate 
Roundtable 

o We expect him to talk about the effect of tax reform would have on real estate. 

 No doubt one of the main points of discussion at this business tax reform hearing will be 
the corporate tax rate. 

 On that front, Senate Finance Committee Chairman Orrin Hatch told CNBC last week 
that it would be “wonderful” to get the corporate rate as low as the 15 percent rate 
proposed by President Donald Trump, but Chairman Hatch doubts it’s achievable. 

o Treasury Secretary Steven Mnuchin and House Speaker Paul Ryan have also 
said in the past that it would be difficult to achieve a 15 percent rate. 

o Speaker Ryan said he’s aiming for a top corporate tax rate at or below the 
average of developed countries, or 22.5 percent. 

 
Tax Reform Dinner 

 In related tax reform news, the president hosted a White House dinner last Tuesday, a 
dinner to discuss tax reform attended by both Republican and Democratic senators. 

 Representing Republicans were 
o Senate Finance Committee Chairman Hatch, and fellow committee members 
o Pat Toomey of Pennsylvania and 
o John Thune of South Dakota. 

 On the Democratic side were three senators up for re-election next year, not 
coincidentally, in states that Trump won in 2016: 
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o Joe Donnelly of Indiana, and 
o Heidi Heitkamp of North Dakota and 
o Joe Manchin of West Virginia. 

 No official details of the dinner discussions were released. 

 But, the White House did issue a statement calling the meeting “highly productive.” 

 It’s generally believed that Republicans will pursue approving tax reform in the Senate 
with a simple majority threshold. 

 Republicans hold a narrow 52-seat majority in the Senate. 

 So, this attempt at the dinner to get certain Democratic senators on board with a 
Republican plan is a strategy that’s an effort to avoid a failure similar to that experience 
regarding health care reform. 

 Notably absent from the dinner was Senate Finance Committee Ranking Member Ron 
Wyden of Oregon. 

 The senior Democrat on the Senate tax-writing committee apparently didn’t get a dinner 
invitation. 

 Not to be outdone by President Trump on Twitter, Wyden tweeted an article about 
Trump’s bipartisan tax reform dinner and he wrote: “Serious bipartisan effort? As senior 
Democrat on tax writing committee, my invite must’ve gotten lost in the mail.” 

 Time will tell how this perceived snub might affect tax reform negotiations. 

 MSNBC asked Pat Toomey about Wyden’s absence in an interview on Wednesday. 

 Toomey said that the guest list was the president’s decision. 

 But Toomey did say that it’s a little hard to have a constructive conversation with the 45 
Democratic senators who have signed a letter declaring what Toomey sees as a lack of 
interest in working with Republicans.  

 Toomey pointed out that the three Democratic senators who were invited to the dinner, 
did not sign that letter. 

 Toomey took that as a sign that Donnelly, Heitkamp and Manchin still have an open 
mind about working on a bipartisan tax reform approach. 

 If the three Democrats’ post-dinner statements are any indication, that openness to 
bipartisanship does seem to be the case. 

 All three Democrats released statements expressing willingness to work together with 
Republicans on overhauling the tax code. 

 
Twitter Poll Results 

 Last week I tweeted a poll asking my followers whether the White House budget and 
debt deal with the Democrats make the chances of tax reform  

o much more likely,  
o about the same  
o or considerably harder. 

 Any guesses on what the results of the poll were? 

 71 percent responded that the deal makes no difference as to the chance of tax reform. 

 29 percent say it will make tax reform considerably harder. 

 And no one said that the White House deal will make tax reform much more likely. 

 Do you agree with those results? 

 Tweet me your opinion. 

 My handle is @Novogradac. 
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Pam Patenaude 

 In other news, congratulations are in order. 

 The Senate on Thursday confirmed Pam Patenaude as the new deputy secretary of 
HUD. 

 And it was about time. 

 She was confirmed on a vote of 80-17. 

 As the new HUD deputy secretary, Patenaude will oversee the day-to-day operations of 
the department. 

 She’ll also lead HUD’s Disaster Management Group, where she’ll coordinate the long-
term efforts of 16 programs and support offices. 

 Patenaude currently serves as the president of the J. Ronald Terwilliger Foundation for 
Housing America’s Families. 

 She also served as HUD’s assistant secretary for community planning and development 
under President George W. Bush. 

 Congratulations again to Pam on her new role. 
 
Brian Montgomery 

 In other news from Washington on the nomination front, President Trump formally 
announced his intention to nominate Brian Montgomery as Federal Housing 
Administration or FHA commissioner.   

 Rumors had swirled for weeks that he was going to be the nominee. 

 Now it’s public. 

 If confirmed, this would be Montgomery’s second stint in that role. 

 Montgomery held the job under former President George W. Bush and stayed on for six 
months after former President Barack Obama’s inauguration.  

 Before joining FHA, he was at the White House, serving as deputy assistant to the 
president from 2001 to 2005. 

 Montgomery’s appointment is subject to Senate confirmation. 

 So I’ll keep you posted about the developments on that front in future podcasts. 
 
Disaster Relief 

 Next, I have an update on disaster assistance. 

 The IRS last week announced tax relief to those affected by Hurricane Irma in Florida. 

 This is similar to what was done for Hurricane Harvey. 

 Affected taxpayers will have until Jan. 31, 2018, to file certain individual and business 
tax returns and make certain tax payments. 

 HUD also announced last week that it will provide federal disaster assistance to 
residents of Florida and Puerto Rico due to damage caused by Hurricane Irma. 

o Among the provisions in the HUD announcement was flexibility in how 
Community Development Block Grant funding and HOME program funding is 
allocated. 

o That money can now be used to provide housing and services for people 
affected by the hurricane. 

 HUD also granted a 90-day moratorium on foreclosures of FHA-insured home 
mortgages. 
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 HUD said it would share information with the Federal Emergency Management Agency 
and the Florida and Puerto Rican governments on housing providers that may have 
available units in the areas affected by the hurricane. 

o That includes both public housing agencies and owners of multifamily properties. 

 If you have any questions about how disaster relief provisions affect your properties or 
clients, please email me at cpas@novoco.com.  

  

mailto:cpas@novoco.com
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
CDFA Bond Issuance 

 In affordable housing news, 2016 was a record year for multifamily bond issuance. 

 The Council of Development Finance Agencies, or CDFA, said that all 50 states and the 
District of Columbia last year issued a record $14 billion in multifamily housing bonds. 

o That’s a 112 percent increase over the $6.6 billion issued in 2015. 

 CDFA also reported $18.5 billion in multifamily and single-family mortgage revenue bond 
issuance, a 65.3 percent increase in the portion of the cap going toward housing. 

 That’s up from 2015. 

 Can you guess which states reported the largest amounts of private activity bonds in 
2016? 

 Well the order’s probably not too surprising, particularly the top two. 

 The top 5 in order are: 
o California and New York, and then  
o Ohio, Washington and Texas. 

 These findings are especially relevant now that Congress is considering the tax 
exemption for all private activity bonds as part of tax reform. 

 Remember, former House Ways and Means Committee Chairman Dave Camp 
proposed repealing the tax exemption for all private activity bonds as part of tax reform 
in 2014. 

 Congress is considering Camp’s proposal as it aims to enact tax reform by the end of 
the calendar year. 

 You can read more about this record year and what bonds mean for affordable housing 
on my Notes from Novogradac blog. 

 
2018 QCTs, DDAs Released 

 In other news, HUD last week published its list of qualified census tracts and difficult 
development areas for 2018. 

o These are also referred to as QCTs and DDAs. 

 The areas are eligible for up to a 30 percent basis boost while receiving low-income 
housing tax credits (LIHTCs). 

 The DDAs are areas with high costs for construction, land and utilities as compared to 
the area median gross income. 

 The QCTs are areas in which either half or more of the households have an income of 
less than 60 percent of the area median gross income or have a poverty rate of at least 
25 percent. 

o The 2018 QCTs and DDAs are effective Jan. 1, 2018. 
o My partner Thomas Stagg in our Seattle metro office points out that there was a 

fair amount of turnover in the DDAs. 
 About 18 percent of metro areas and 40 percent of non-metro areas that 

were designated in 2017 are not designated in 2018.  
 Of course, since HUD designates 20 percent of the population as DDAs, 

those areas that lost their status were replaced with new areas.  
 However, due to the larger population of the new areas selected, the 

number of metro areas designated decreased by 109 areas. 

 You can see the full list of 2018 DDAs and QCTs at www.taxcredithousing.com. 

http://www.taxcredithousing.com/
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 We will have more information on the changes on my Notes from Novogradac blog at 
www.novoco.com/blog, including some charts that will show how QCTs and DDAs 
changed from 2017 to 2018. 

 
LIHTC Working Group Comments 

 In other affordable housing news, the LIHTC Working Group recently submitted 
comments to the National Council of State Housing Agencies (NCSHA) regarding its 
proposed revisions to its Recommended Practices in Housing Credit Administration. 

o These updates were prompted in part by a series of U.S. Government 
Accountability Office (GAO) reports on the LIHTC. 

o Revisions were last made in 2011.  

 These recommended practices are important because most states refer to them when 
drafting their qualified allocation plans and other important state policies. 

 The LIHTC Working Group’s letter contains two dozen comments.  

 I’d like to highlight a few. 

 I’d like to particularly start with suggestions to the verification of expenditures and 
issuance of IRS Form 8609. 

 The LIHTC Working Group recommends that all developments be subject to additional 
cost certification due diligence requirements.  

o The letter suggests five additional procedures that CPAs should perform to certify 
the cost of a development. 

o The LIHTC Working Group said this may be the most important recommendation 
made.  

 Regarding per-unit cost limits, the current set of recommended practices does not 
recognize the distinction between creating new and rehabilitating existing apartments.  

 The LIHTC Working Group’s letter argues policies on costs should reflect the two 
activities as different.  

 Now to learn more about the LIHTC Working Group’s comments, including information 
on utility allowances and calculating anticipated tenant income, read a recent post on our 
Notes from Novogradac blog.  

 NCSHA’s goal is to adopt a final revised set of recommended practices at its annual 
conference in mid-October.  

 I should also note, if you learn more about joining the LIHTC Working Group go to 
www.taxcredithousing.com.  

 
California Affordable Housing Bills 

 Now let’s turn briefly to state affordable housing news, because it’s very good news on 
the financing front. 

 Last Friday, the California State Assembly and State Senate approved two bills that 
could raise significant funding for affordable housing in the coming years. 

 Senate Bill 2 imposes a fee on certain real estate transactions and that fee will raise an 
estimated $250 million for affordable housing. 

o 15 percent of the funds will be a direct allocation to CalHFA for mixed-income 
affordable housing. 

 Senate Bill 3 places a $4 billion housing bond on the November 2018 ballot. 

 The governor has committed to signing both these bills.   

 Other housing bills approved and sent to Gov. Brown include: 

http://www.novoco.com/
http://www.taxcredithousing.com/
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 Senate Bill 35 to speed the process for developers to get approval for affordable housing 
developments. 

 Assembly Bill 1193 to extend the property tax exemption to developments with over-
income tenants who have incomes up to 140 percent of the area median income. 

 This is up from the current law limiting the exemption to tenants with incomes not 
exceeding 80 percent of AMI. 

 My partner Molly O’Dell in our San Rafael office called last week a landmark time for 
California housing. 

 She said it’s encouraging to see lawmakers taking concrete steps to fund the 
development and preservation of much-needed affordable housing.  
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HISTORIC TAX CREDIT NEWS 

Wisconsin HTC 

 So we’ll close this week’s podcast with historic tax credit (HTC) news from Wisconsin, 
and it’s about the popular Wisconsin state HTC. 

 Substantial changes were recently made to the state’s 2017 to 2019 budget bill that 
would affect the state program.  

 The Joint Finance Committee’s most significant amendment was creating a $5 million 
project cap on the state HTC. 

o The cap would be effective July 1, 2018.  

 This is a change from Gov. Scott Walker’s proposal to create a $10 million annual cap 
on the program. 

o Gov. Walker recommended the same program cap two years ago to no avail.   

 To read Senate Bill 30, or its companion bill, Assembly Bill 64, go to 
www.historictaxcredits.com.  

 I will provide updates on these bills as new information becomes available, either in 
future podcasts, or Tweets through Twitter.  

  
 

http://www.historictaxcredits.com/

