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

general news section, where he talks about which candidates may be in line to lead Treasury 

and HUD in a Trump administration. In the low-income housing tax credit section, he shares 

updates about HUD’s final rule on small area fair market rents. He’ll also talk about an idea for a 

renter’s tax credit and how it aims to alleviate rent burdens for low-income households. In new 

markets tax credit news, he shares details and some insights on the highly anticipated 

announcement of the CDFI Fund’s $7 billion in new markets tax credit allocation authority. In the 

historic tax credit section, he discusses one way the Advisory Council on Historic Preservation 

is emphasizing the importance of the historic tax credit and low-income housing tax credit as 

preservation tools. And, he closes out with renewable energy tax credit news, where he outlines 

state legislation in Utah to phase out the state’s tax credit for commercial solar installation. 

 

 

 

 

Summaries of each topic:  
 

1. General News (03:04 – 07:21) Pages 2 – 3  

2. Low-Income Housing Tax Credits (07:22 – 12:13) Pages 4 – 5  

3. New Markets Tax Credits (12:14 – 15:15) Page 6 

4. Historic Tax Credits (15:16 – 16:33) Page 7 

5. Renewable Energy Tax Credits (16:34 – 17:22) 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, 2016. 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 

Trump Cabinet 

 In general news, President-elect Donald Trump has been working on pulling together his 
cabinet. 

 Now there are two posts that I’m most interested in – Treasury Secretary and Secretary of 
the Department of Housing and Urban Development. 

 The post of Treasury Secretary is up for grabs, but there doesn’t appear to be a field of 
candidates that’s narrowing. 

 One option for the Secretary is Trump’s campaign finance chairman, Steven Mnuchin. 

 Mnuchin is the former chief information officer at Goldman Sachs. 

 However, there have been some that have been critical of the fact that so many prior 
Treasury Secretaries have been from Goldman Sachs.  

 There’s also Wilbur Ross, chairman of W.L. Ross & Co. and a prominent Trump campaign 
economic advisor. 

 But it appears that Trump more likely will nominate him for Commerce Secretary. 

 Another contender for Treasury Secretary is Rep. Jeb Hensarling. 

 He’s a Texas Republican. 

 He also, as you likely know from prior podcasts, is chairman of the House Financial 
Services Committee.  

 Hensarling appears to have the backing of Senate Finance Committee Chairman Orrin 
Hatch, who will, by the way, chair the confirmation hearing on Treasury nominees. 

 Hatch said that he considers a handful of other candidates worthy of the job, but called 
Hensarling a bright and hard-to-beat candidate. 

 Whether or not Hensarling becomes Treasury Secretary, one of the priorities high on his 
list will likely be to repeal and replace the Dodd-Frank Act. 

 Hensarling is an outspoken critic of the 2010 financial reform bill, and he has already 
drafted his replacement financial reform bill.  

 It’s called the CHOICE Act.  

 With a Republican President in the White House, Hensarling has a much better chance of 
deregulating Wall Street, than he had under President Obama, who passed the Dodd-
Frank bill in 2010. 

 Also on Hensarling’s agenda is housing finance reform, where he would like to wind down 
Fannie Mae and Freddie Mac, as well as remove government backing for the secondary 
mortgage market. 

 Hensarling’s housing finance reform bill is the Protecting American Taxpayers and 
Homeowners (PATH) Act of 2013. 

 Not to be confused with the PATH Act that extended a number of tax revisions at the end 
of last year. 

 Now, turning to the Department of Housing and Urban Development, there are eight 
candidates that are rumored to be being considered for Secretary.  

 There is: 
o Pamela Hughes Patenaude, president of the J. Ronald Terwilliger Foundation for 

Housing America’s Families; 
o Former Rep. Rick Lazio of New York – and he’s a frequent speaker at 

Novogradac conferences; 
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o Brian Montgomery, the vice chairman of a business advisory firm, who was a 
former FHA Commissioner; 

o Ed DeMarco, the former acting director of the Federal Housing Finance Agency; 
o Scott Brown, a former U.S. senator from Massachusetts, though he’s also under 

consideration apparently for the head of the Veteran’s Administration; 
o Blaine Luetkemeyer, he’s a member of the House Financial Services Committee 

and he’s a subcommittee chairman of Housing and Insurance; 
o Rob Astorino, a Westchester County executive in New York; and then lastly but 

not least  
o Robert L. Woodson. He’s head of the Center for Neighborhood Enterprise and he 

met with President-elect Trump over the weekend. 

 So let me know who would you like to see take the lead at Treasury and at HUD? 

 Feel free to Tweet your responses and tag me. 

 My handle is @Novogradac. 
 
Continuing Resolution 

 Also, I do want to note that Congress is expected to pass another continuing resolution. 

 Current funding expires Dec. 9 and Congress is expected to come back and extend that 
date to March 31. 

 It looks like Congress will not pass any full bills for any particular department for the full 
fiscal year. 

 The legislation that will extend the government funding past Dec. 9 until March 31 is 
unlikely to be able to be a tool or a vehicle for passing tax extenders. 

 So as it looks like, for now, tax extenders is unlikely to pass at the end of this year. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 

HUD Small Area FMR Rule 

 Now let’s move away from election and election-related news and look at affordable 
housing. 

  HUD released its final rule last week concerning small area fair market rents, or FMRs, in 
certain metropolitan areas in the administration of the housing choice voucher program. 

 The purpose of the HUD small area FMRs is to give housing choice voucher tenants a 
better chance to live in areas of higher opportunity and lower poverty. 

o That’s because the subsidy will rise to allow them to afford rents in those small 
area FMRs. 

 Under the final rule, public housing agencies, or PHAs, that operate in designated 
metropolitan areas are required to use the small area FMRs for their housing choice 
voucher programs. 

 Previously, the subsidy for the housing choice voucher program was determined by a 
formula that considered rent prices across an entire metropolitan area. 

o But as you know, rent can vary greatly across an entire metropolitan area, which 
means the voucher subsidy based on the previous method might be too high for 
one neighborhood and too low for another. 

o The text of the final rule said that HUD believes small area FMRs are more 
effective in helping families move to areas of higher opportunity and lower 
poverty. 

 The final rule both retains most of the proposed rules and makes some changes. 

 Among the changes, the final rule:  
o sets additional criteria by which small area FMRs will be set, 
o provides that PHAs have up to three months from the date when new FMRs go 

into effect to update their payment standards – that’s if a change is needed and  
o provides that HUD may suspend a small area FMR designation if it determines 

that adverse rental housing conditions would result. 

 The rule also adds the vacancy rate of an area as a criterion for determining small area 
FMRs. 

 That means that seven metropolitan statistical areas are exempted from complying with 
the small area FMR final rule, due to their vacancy rate. 

 These areas include: 
o Two areas in New York state, 
o Three metro areas in California, 
o And one each in Washington and Virginia. 

 If you have questions about how this final rule affects you, call my partner Susan Wilson in 
our Austin, Texas office. 

 You can read the final rule at www.hudresourcecenter.com. 
 
The FAIR Credit 

 In other affordable housing news, a recent policy paper was released that proposes a new 
tax credit. 

 The tax credit is called the, “Federal Assistance In Rental Credit”, or the “FAIR Credit.”  
o The policy paper was authored by the Terner Center for Housing Innovation.  

http://www.hudresourcecenter.com/
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 The proposal is intended to alleviate rent burdens by allowing renters to claim a federal tax 
credit.   

 The FAIR Credit proposal presents three options for calculating the credit. There’s a: 
o rent affordability option, 
o rent reduction option, and a  
o composite option.  

 The rent affordability calculation would provide low-income families a credit equal to the 
difference between 30 percent of their income and the lesser of the gross rent or the small 
area FMR.  

o This option is estimated to cost $76 billion a year. 

 The rent reduction option would provide a smaller credit to pay 12 to 33 percent of the 
family’s rent or the small area FMR.  

o Here’s an example: 
o A family making 60 percent of the area median income would receive a credit 

equal to 18 percent of their annual rent.  
o Whereas a family making 30 percent of the area median income would receive a 

credit equal to approximately 25 percent of their rent. 
o This option is substantially less expensive, at a cost of $41 billion a year.  

 Finally, the composite option would augment the rent reduction option with a targeted 
credit that provides deeper, and possibly more frequent, assistance to extremely low-
income renters. 

 Its cost is approximately $43 billion.  

 One of the arguments in favor of this credit is to help offset the rent burdens faced by so 
many lower and low-income families. 

 They note – the policy paper does – that rents have risen faster than incomes, which has 
helped cause the unprecedented rent burdens.  

 Here’s an example: 

 In 2014, nearly half of all renters – that’s 21.3 million households – paid more than 30 
percent of their income for housing. 

o As if that’s not bad enough, 11.4 million of those households were paying more 
than 50 percent of their income for housing. 

 If you want to read the policy paper, go to www.taxcredithousing.com.  

 Also, feel free to Tweet @Novogradac your thoughts on the proposal. 

 

 

 

  

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

NMTC Allocation 

 In community development news, last week the CDFI Fund, after a lot of waiting by a lot of 
entities for quite a while, the CDFI Fund announced the recipients of its historic $7 billion 
new markets tax credit (NMTC) allocation authority. 

 The NMTC allocation round was the combined for 2015 and 2016, thus making it the 
largest allocation round of the 13 rounds in the tax credit’s history. 

o The Treasury Department had announced in April that it would combine last 
year’s round with this year’s after the NMTC was authorized for five more years 
as part of last December’s PATH Act. 

o Under that five-year extension, the CDFI Fund is still scheduled to make 
allocations of $3.5 billion in 2017, 2018 and 2019. 

 This year’s combined allocation was announced by Treasury Secretary Jack Lew during 
an appearance at an innovative Washington, D.C.-area preschool that was funded with 
NMTC equity. 

 120 organizations received the NMTC awards. 
o They are located in 36 states, plus Washington, D.C., and Puerto Rico. 
o Of the 120 community development entities, or CDEs, received awards, if you 

average it out, the average is $58.3 million. 
o That’s an increase over the average of $48.9 million per allocation over the 

history of the program. 
o By the way, in previous rounds, the average allocation actually dropped to $41.4 

million, so this year’s round’s average of $58.3 million is substantially higher than 
the recent years’ averages of $41.4 million. 

 Now if you’re wondering about the geographic distribution of the $7 billion allocated, the 
CDFI Fund estimates that: 

o More than $4 billion will be invested in major urban areas, 
o about $1.4 billion will be invested in minor urban areas, and 
o more than $1.2 billion will be invested in rural areas. 

 In looking back over the life of the program, the total amount awarded since 2001 is now 
$50.5 billion. 

o Historically, awards have generated $8 of private investment for every dollar of 
federal investment. 

o That means there has been more than $400 billion, or soon will be, of private 
investment incentivized by the federal NMTC. 

 Again, demand did outpace supply, as it has done continually. 

 In this round, 238 CDEs applied for allocations. 

 Since 120 received awards that means about half of those that applied did get awards. 

 You can read more about the awards at our website, www.newmarketscredits.com. 

 Also check out my blog at www.novoco.com/blog to read more about this round of 
allocations and the types of businesses specifically targeted. 

 And if you have questions about your allocation – or how to apply for the next round – call 
my partner Brad Elphick in our Atlanta office. 

  

http://www.newmarketscredits.com/
http://www.novoco.com/
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HISTORIC TAX CREDIT NEWS 

ACHP Endorses HTCs, LIHTCs 

 In historic tax credit (HTC) news, the Advisory Council on Historic Preservation (ACHP) 
officially endorsed the HTC and the low-income housing tax credit (LIHTC) in a newly 
adopted policy statement. 

o The Advisory Council advises the president and Congress on national historic 
preservation policy.  

o With a new president and Congress starting in January, the Advisory Council has 
the critical role of defending the benefits of the HTC. 

 The ACHP last week issued their policy statement in order to advance historic 
preservation principles. 

 The policy statement identifies both the HTC and the LIHTC as tools that can be used to 
make historic preservation developments feasible. 

 The council says that recent studies documented how these tax incentive programs 
contribute to economic development and job production, which makes them primary tools 
for revitalizing neighborhoods. 

 Research shows that investments in historic rehabilitation have greater positive impact on 
employment, state and local taxes, and the financial strength of the state than new 
construction does.  

 The council said that local governments should consider how federal and state HTCs and 
LIHTCs can be used to fund projects that involve local historic properties. 

 If you want to learn more, go to www.taxcredithousing.com.  
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RENEWABLE ENERGY TAX CREDIT NEWS 

Utah Solar Bill 

 Turning to renewable energy news, a legislative committee in Utah is recommending that 
the state phase out its tax credit for residential and commercial solar installation. 

 The House Revenue and Taxation Interim Committee last week advanced a bill sponsored 
by Republican Rep. Jeremy Peterson. 

 The bill would cap and then phase out the residential solar credit, which has been in place 
since 2007. 

 Peterson’s bill also calls for a phase out of the state’s 10 percent commercial solar energy 
credit. 

o The bill includes a gradual reduction of the credit amount per commercial solar 
unit, starting at $50,000 and dropping by $10,000 a year until it ends in 2020. 

 We’ll continue to monitor the situation in Utah and report back as conditions warrant. 

 


