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Special Election Edition Podcast 

 

In this week’s Special Election Edition of the Tax Credit Tuesday Podcast, Michael J. 

Novogradac, CPA, discusses the possible policy implications of the historic 2016 presidential 

and congressional elections. He discusses House and Senate leadership, as well as likely 

assignments for the chief tax-writing committees: the House Ways and Means Committee and 

the Senate Finance Committee. He also talks about potential candidates for a new U.S. 

Department of Housing and Urban Development (HUD) Secretary and how priorities outlined in 

the House Republicans’ tax reform blueprint could affect the low-income housing tax credit, new 

markets tax credit, historic tax credit and renewable energy tax credits. 
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Special Edition Podcast 

Hello! I’m Michael Novogradac and this is a Special “Election” Edition of Tax Credit Tuesday. 

This Special Edition Podcast will focus on the election results and what they could portend for 
the various tax credit communities in which we practice and for whom we serve. 
 
While you are listening to this, I’ll likely be in flight to Chicago, where tomorrow I will receive the 
high honor of being inducted into the Affordable Housing Finance magazine Housing Hall of 
Fame. The good, news, for me at least, is you don’t have to be retired to be inducted. 
 
As I head to one of the nation’s largest affordable housing conferences, it is only fitting that 
twenty-seven years ago today, HUD Secretary Jack Kemp reaffirmed his and President George 
H.W. Bush’s commitment to the low-income housing tax credit (LIHTC). 
 
There will be much discussion about the election results in Chicago, as there will at our 
Affordable Housing Conference in Las Vegas in December, and our housing conference in 
Miami this January. 
 
Many of you have heard me discuss the election possibilities over the last 16 months or so.  I 
have shared my thoughts many times that the election results would likely be a DDR or an RRR 
breakdown. 
 

 DDR being Democratic president, Democratic Senate, and Republican House. 

 With RRR being Republican president, Republican Senate and Republican House. 

 Well, we now know the result, and to my surprise and many others, the result was RRR. 
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So where are we regarding the election results and their impacts? 
 
For starters, let’s look at Congress, and then we will look at the presidency. 

Congress 

In the House, Republicans will retain a sizable majority, and they will end up with a net loss of 
only 5 to 7 seats.  Numbers wise, they drop from 247 to somewhere between 242 and 240. 
That’s substantially, more than the 218 needed for Republicans to maintain their majority. 

 Now looking at the tax writing House Ways and Means Committee, there will likely be 
five seats that need to be filled: three Republicans and two Democrats. 

o That’s because two Republican Reps. Charles Boustany of Louisiana and Todd 
Young of Indiana chose to run for the U.S. Senate. 

o Young was elected to the Senate, but Charles Boustany failed to advance to the 
December run-off election in Louisiana. 

o Also, Republican Rep. Bob Dold of Illinois was not reelected. 
o Regarding who might fill the vacancies, Reps. Carlos Curbelo of Florida, Bradley 

Byrne of Alabama, Andy Barr of Kentucky, Mike Bishop of Michigan, and Jackie 
Walorski of Indiana are under consideration. 

 Now the two Democratic vacancies on the House Ways and Means Committee are due 
to the retirement of Reps. Charlie Rangel of New York and Jim McDermott of 
Washington. 

o Reps. Brian Higgins of New York, who was on the Ways and Means Committee 
back in 2010, and a female member of the Congressional Black Caucus, likely 
Marcia Fudge of Ohio or Terri Sewell of Alabama, are under consideration for the 
Democratic vacancies. 

 Turning to the Senate, Republicans held their majority with at least 51 seats to 46 
Democratic seats and two seats for Independents who typically vote with the Democrats. 

o Now I say the Republicans have at least 51 seats because Louisiana will hold a 
runoff election Dec. 9. 

o The Louisiana election will replace Republican Sen. David Vitter, who is retiring 
from the Senate. 

o In the race to replace Vitter, Republican candidate John Kennedy is heavily 
favored to win the December runoff against Democratic candidate Foster 
Campbell and if John Kennedy is successful, then the Republicans will increase 
their majority to 52 seats. 

 As such, Senate Republicans already have a majority of 51 seats and they’ll push to 
keep Vitter’s seat with the GOP for next year. 

 Only Republican Sens. Mark Kirk of Illinois and Kelly Ayotte of New Hampshire lost their 
seats. 

 Regarding the Senate Finance Committee, assignments there won’t be affected much 
by the election. 

o Republican Senate Finance Committee Chairman Orrin Hatch will remain leader 
of the Senate’s chief tax-writing committee. 

o Democrat Ron Wyden will stay on as the committee’s ranking member. 
o Nearly half of the 26 members of the Senate Finance Committee were up for re-

election this year and all who ran were re-elected. 
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o Republican Dan Coats of Indiana decided not to run for reelection and 
Republicans will need to fill his seat, assuming of course that committee member 
republican/democratic ratios do not change on the committee. 

 Sens. Roger Wicker of Mississippi, Jeff Flake of Arizona, and Deb Fischer of Nebraska 
are under consideration for Coats’ seat. 

 As to leadership in the House and Senate, on the Republican side, Speaker Paul Ryan 

and Majority Leader Kevin McCarthy are expected to be reelected to their posts, and 

Nancy Pelosi is widely expected to remain House Minority Leader.In the Senate, 

Majority Leader Mitch McConnell and Assistant Majority Leader John Cornyn are 

expected to remain in their posts and Sen. Charles Schumer is expected to be elected 

as Sen. Minority Leader, replacing retiring Sen. Harry Reid. 
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The White House 

Turning to the White House, all eyes are on who might be the next Treasury Secretary, and I 
personally am particularly interested in the candidates for the Assistant Secretary for Tax Policy. 

On the HUD side, several names have been circulated in the press for HUD Secretary, namely 

 former Representative Rick Lazio, 

 former Senator Scott Brown, 

 Pam Patenaude, president of the J. Ronald Terwilliger Foundation for Housing America's 
Families, and 

 Robert Astorino, Republican Westchester County Executive. 
 

Tax Reform  
 

 As far as tax reform goes, some policy insiders do believe that president-elect Trump will 
pursue comprehensive tax reform using the tax reform blueprint released by House 
Republicans this year as a starting point. 

 Having a Republican president and a Republican-led Congress means that tax reform 
theoretically could get passed on a partisan basis. 

 That is, if they used budget reconciliation. 

 In which case, Senate Republicans would only need 51 votes to pass tax reform 
legislation instead of the 60 votes needed for most legislation. 

 However, if budget reconciliation is used, that would likely limit tax changes for only 10 
years. I’ll talk more about Tax Reform in a moment. 

 First things first. 

 The first item the current Congress will need to address in the lame duck session is 
keeping the government funded past Dec. 9, which is when the continuing resolution 
passed in September, expires. 

 Republicans may want to pass another short-term continuing resolution that extends to 
February or March. 

 That way they can negotiate final spending decisions for fiscal year 2017 with president-
elect Trump instead of President Barack Obama. 
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Policy Impacts 

 So what are the potential policy impacts? 

 A Trump administration will have many policy priorities, priorities that include repealing 

and replacing the Affordable Care Act, investing in infrastructure and passing tax reform. 

In the area of tax reform, all eyes are turned to the House Republicans Better Way Tax 

Reform Blueprint. Legislative language for the blueprint is expected to be ready by 

Inauguration Day – that’s January 20th 2017. 

 The blueprint is silent on the continuation of the LIHTC, the new markets tax credit 

(NMTC), the historic tax credit (HTC), and various renewable energy tax credits. 

 However, the blueprint does provide details on the taxing regime within which such tax 

credits, if continued, would operate. 

 For starters, the top corporate tax rate would drop from 35 percent to 20 percent 

(President-elect Trump, by the way, proposed a top corporate tax rate of 15 percent). 

 Plus, intangible and tangible property, excluding land, would be expensed. 

 Furthermore, the deduction of interest expense would be limited to interest income. 

 Bear in mind, in all these discussions, the critical role that Transition rules will play. Any 

new code, if enacted, would be phased in over several years. More specifically, the 

House blueprint says, and I quote: 

 
The Committee on Ways and Means will craft clear rules to serve as an 
appropriate bridge from the current tax system to the new tax system, with 
particular attention given to comments received from stakeholders on this 
important matter. 
 

 Many eyes are also staying tuned into Senator Hatch and his Corporate Tax Integration 

effort. 

 This is an effort to eliminate the double taxation of corporate profits, and it could 

adversely affect investor demand for investable tax credits. 
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Tax Credits 

For a moment now, let me share my thoughts on particular tax credits, starting with the 

LIHTC. 

 
Low-Income Housing Tax Credit 

 This program has wide support in the House and Senate among Republicans and 
Democrats, and it was included in the Camp tax reform proposal that was ultimately 
turned into a bill and introduced in the House nearly 2 years ago. 

 But that draft would have eliminated private activity bonds and proposed changes to the 
LIHTC that would have reduced the net production and preservation of affordable rental 
housing. 

 However, the House Republican tax reform blueprint’s lower corporate tax rates, asset 
expensing and limitations on interest expense deductions would affect the attractiveness 
of the LIHTC. 

 The tax reform blueprint is silent on tax-exempt bond financing, but there is wide spread 
concern that such financing could be in jeopardy. 

 Regarding the investor reaction, at this point, some non-community reinvestment act 
(CRA) investors have suggested they may pause on making future investment 
commitments. 

 Regarding congressional support of the LIHTC, in the Senate –Sen. Kelly Ayotte, a 

Republican cosponsor of the Cantwell-Hatch expansion bill, lost her reelection bid and 

will not be returning.  

 However, also on the Republican side of the aisle, Republican Rep. Todd Young, a 

member of the House Ways and Means Committee was elected to the U.S. Senate.  

 Senator-elect Young is the author or recently introduced House legislation that would 

create and target additional LIHTCs to address affordable housing issues at a superfund 

property in East Chicago, Ind. 

 
New Markets Tax Credit 

 Turning to NMTCs, lower corporate tax rates actually increase investor yields, since the 
NMTC is a taxable credit.  However, limitations on interest expense deductions would 
likely have an adverse effect. 

 And, as with the HTC, and other targeted tax benefits, supporters of the NMTC are 
concerned about the ability to survive and thrive in a Republican post-tax reform world. 

o I note, lead senate Republican supporter of the NMTC, and member of the 
Senate leadership, Roy Blunt was reelected.  

o However, a co-sponsor, Republican Senator Kirk, as noted earlier, lost his 
reelection bid. 

o And the lead Senate Democratic supporter of the NMTC, Chuck Schumer, is 
expected to become the new Senate Democratic leader later this week. 
 

Briefly touching on RETCs and HTCs 
 

Renewable Energy Tax Credits 
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 For regarding renewable energy tax credits, many believe that recently enacted 
extension and phase down of these credits would survive a tax reform effort, albeit the 
future beyond that, of these tax credits, is in doubt. 

 
Historic Tax Credits 

 For HTCs, I do note that lower rates do increase the yield for direct equity investors, but 
the interest expense limitation provisions would have an adverse effect, and the 
expensing of the building would obviously have a very positive effect. 

 Conversely, lower corporate tax rates would harm yields for lease pass through 
investors. 
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Conclusion 

So where does this analysis leave us? Let me just say this: 

 The House Blueprint is very much just that, it needs to be filled out. 

 There is much still to come there. 

 As I mentioned earlier also, we do expect draft legislative text to be released by 
inauguration day. 

 One thing we do know for sure is it will not be enacted as it reads today. 

 The House Blueprint, as it is, is about 80 percent to 90 percent in agreement with 
Trump’s ideas for Tax Reform. 

 I say this based on president-elect Trump’s future Chief of Staff, Reince Preibus’ 
comments. 

 Whatever tax reform bill comes out of the House, if any, will certainly be changed in the 
Senate. 

 Repealing and replacing the Affordable Care Act is likely a higher priority, though it can 
be done concurrently with tax reform. 

 I also note infrastructure funding is very important to president-elect Trump. So important 
that he mentioned it on election night. 

 It’s quite possible that International tax reform, combined with infrastructure spending, 
could come with a down payment on tax reform before a broader tax reform effort. 

 In concluding this special edition podcast, let me say thank you for listening.  

 The coming months will provide both added clarity and more confusion regarding the 

many matters we have discussed today.  

 Please stay tuned to future podcasts, as we continue to keep our clients and prospective 

clients informed on tax credit matters. 

 
Please e-mail your thoughts and ideas to cpas@novoco.com 
 
That’s it for now. I’m Michael Novogradac. Until next week, you can follow me Twitter, my 
handle is @Novogradac. 
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