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

news in tax reform. He also discusses the state of the Missouri state low-income housing tax 

credit and the reentry of Fannie Mae and Freddie Mac into the low-income housing tax credit 

investment market. 

 

 
Summaries of each topic:  
 

1. General News (01:08-11:06) Pages 2 – 5  

2. Other News (11:07-12:14) Page 6 

 
 
 
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 

Tax Reform Preview 

 The full Senate is expected to formally begin consideration of tax reform later today or it 
could swing into tomorrow. 

 The House of Representatives did pass their bill with the same name, The Tax Cuts and 
Jobs Act, a week before Thanksgiving, the same day the Senate Finance Committee 
advanced its version of the bill to the full Senate for consideration. 

 Now the bills have some significant differences. 
o While both the Senate and the House legislation retains the volume cap low-

income housing tax credit (LIHTC), the House legislation diverges from the 
Senate with respect to private activity bonds.   

o The House bill would repeal the tax-exemption for private activity bonds, which 
under current law, generate 4 percent LIHTCs and finance more than half of 
affordable rental housing developed each year. 

o The House bill also would repeal the new markets tax credit (NMTC) and the 
historic tax credit (HTC), which the Senate bill does not. 

 Under the House bill, the 2017 NMTC allocation round would still be 
awarded early in 2018, but the 2018 and 2019 rounds, so-called PATH 
(Act) rounds, would be eliminated. 

o The House would also eliminate the HTC as of the end of 2017. 
o Now the House legislation would retain the renewable energy investment tax 

credit (ITC) and production tax credit (PTC) five-year phasedowns, but it would 
eliminate the PTC inflation adjuster while making changes to the PTC’s 
continuous construction requirement. 

 The Senate bill doesn’t have such changes. 
 The House bill also though, on a positive note, would extend “orphaned” 

renewable technologies at the 30 percent investment tax credit (ITC) 
phasedown schedule. 

o The Senate bill does not include that provision. 
o Now as the Senate, the full Senate, I should say, begins considering the tax bill, 

there are significant considerations to bear in mind. 
 The Senate must comply with strict rules for reconciliation, which includes 

not adding to the budget deficit beyond a 10-year window. 
o Now on the tax credit front, beyond what I have already noted about the LIHTC, 

NMTC and HTC, the Senate tax reform legislation also includes some provisions 
of the proposed Affordable Housing Credit Improvement Act. 

o These provisions relate to the LIHTC. 
 They include: 

 Allowing a reasonable restoration period after casualty loss, 

 Replacing the nonprofit right of first refusal with a purchase option, 
so that nonprofit sponsors have another tool they can use to keep 
properties affordable in the long term, 

 It would also prohibit local approval and contribution requirements 
from being included in qualified allocation plans.  

 Also, the bill would rename the LIHTC the affordable housing tax credit. 
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o And on the HTC front, while the Senate bill does retain the 20 percent HTC, it 
would require the credit be claimed over five years, rather than when placed in 
service, as under current law. 

 By the way, you can see a chart that shows the differences between the House and 
Senate bills and current law in our Tax Reform Resource Center. 

o I’ll give you the web address to that in a few minutes. 

 So what’s next? 
o That’s a question I get quite a bit. 

 First of all, 
o I would note that there is some time pressure on the Senate to get tax reform 

passed. 
o There are only three scheduled weeks before the originally scheduled end-of-

year recess that begins Dec. 15. 
o And next week, Dec. 8, is the deadline for funding the federal government. 
o Now I’d also note, though, you may have heard, Majority Leader McConnell has 

already said the Senate will remain in session the week of Dec. 18, presumably 
to deal with some of these urgent issues. 

 But still, there’s not much time. 
o The Republicans do hold a 52-48 margin in the Senate, but that’s not very much. 
o All Democrats and Independents that make up the 48 are presumably opposed 

to the tax reform legislation due to several factors, not the least of which is the 
inclusion of the repeal of the individual mandate from the Affordable Care Act. 

o As such, Republican leadership can only afford to lose two Republican votes. 
o And if that does happen, of course, Vice President Mike Pence would cast the 

deciding vote, which would undoubtedly be in favor of the tax reform bill. 
 Now there is a potential snag. 
 At least one – there’s a number of others if you think about it – but one of 

them is what if Democrat Doug Jones wins the Dec. 12 Senate election in 
Alabama against Roy Moore and takes his seat before the tax bill comes 
up for a vote. 

 If that were to happen, the Republican margin would shrink to 51-49. 
 I would note, though, that the winner of that election on Dec. 12 won’t 

likely be seated until after Christmas. 
o Now regardless, there are several Republican senators thought to be on the 

fence or potentially opposed to the tax reform legislation.  
o That’s as we start this week’s consideration of the bill. 
o Now the following six Senators are commonly spoken of as those having the 

greatest concerns, not to suggest that there aren’t others out there that could 
also pose a problem: 

 Susan Collins of Maine is one, 
 Bob Corker of Tennessee, 
 Ron Johnson of Wisconsin, 
 James Lankford of Oklahoma, and 
 John McCain and Jeff Flake of Arizona. 

o Now these six undecided Senators have a variety of reasons that they’re 
hesitating to support the Senate bill. 

 Corker, Flake and Lankford have all expressed concerns about the bill 
adding to the federal deficit. 



Summary: November 28, 2017 
 

 Sen. Johnson objects to how the bill treats small businesses. 
 Sen. Collins has questioned the repeal of the individual mandate for the 

Affordable Care Act. 
 And Sen. McCain voted against the Bush tax cuts in 2001 and 2003 over 

deficit concerns and also voted against the Affordable Care Act repeal-
and-replace bill this summer. 

o What this means is there isn’t one answer that can appease them all, although 
negotiations are ongoing and there is some degree of optimism among 
Republican Senators that they will get the 50 votes they need. 

 If the Senate can pass the legislation, the bill would then need to be reconciled with the 
House. 

o The text of the final bill would then have to get approval from both houses of 
Congress before it would go to President Trump’s desk. 

o However, the Senate could possibly include a package of House-requested 
changes to the bill just before passage this week which would allow the House to 
then quickly agree and pass the final Senate bill and avoid any type of 
conference. 

 But as we said, there are some sticking points, and they’re significant. 

o And many are in addition to the differences on the NMTC, HTC and tax-exempt 
private activity bonds. 

o For instance, the Senate bill eliminates the deduction for all state and local taxes, 
that includes income and property taxes. 

o The House legislation though, allows up to $10,000 for property taxes. 
o On the corporate tax rate, the Senate bill doesn’t begin the 20 percent top 

corporate rate until 2019, while the House version of the legislation starts that in 
2018. 

o And the Senate bill also eliminates the individual mandate for the Affordable Care 
Act; a provision that isn’t included in the House bill. 

o A spokeswoman for House Ways and Means Committee Chairman Kevin Brady 
said Chairman Brady was already having discussions with stakeholders about 
finding the best approaches. 

o In other words, those involved aren’t waiting for both bills to pass to begin the 
process of reconciling the legislation. 

 Needless to say, it’s going to be an interesting few weeks on Capitol Hill. 

 You can follow me on Twitter for the latest information on the tax reform bill. 
o My Twitter handle is @Novogradac. 

 I’ll be Tweeting frequently as the bill works its way on the Senate floor this week. 

 As I said earlier, we also have a tax reform resource center on our website. 
o That’s where you can find tax reform bills, supporting documents, advocacy 

letters and more, including there’s a chart that I mentioned previously that 
compares the House and Senate proposals to current law. 

o The website address is www.taxreformresourcecenter.com. 

 Also, please go to the Notes from Novogradac blog to see recent posts about tax reform 
legislation and what it means to different tax credit communities. 

o You can find that at www.novoco.com. 

 
 

http://www.taxreformresourcecenter.com/
http://www.novoco.com/


Summary: November 28, 2017 
 

Missouri LIHTC Woes 

 While Congress debates tax reform, there is some state tax credit housing news that I 
want to share. 

 The state housing authority in Missouri recently threw a wrench into that state’s LIHTC 
program. 

 The Missouri Housing Development Commission voted against allocating a scheduled 
$140 million in state income tax credits for fiscal year 2018. 

o The vote came after Gov. Eric Greitens called the state LIHTC, and I quote, “a 
failing program,” end quote. 

o However, there does remain plenty of support in Missouri for the tax credit. 
o Supporters said that Greitens doesn’t understand the program and that the losers 

in this move will be lower-income residents. 
o Some supporters also said that the governor didn’t understand the time value of 

money. 
 The state’s cost of the program is funded over 10 years beginning one to 

three years after the investors in LIHTCs fund their equity in a 
construction project. 

 Now it’s important to note that this applies only to the state credits in Missouri, state 
income tax credits. 

o The federal LIHTCs for the state will be allocated, just without the state credit 
match. 

o It’s also important to note this does not affect previously allocated state LIHTCs. 

 Now another vote is needed to de-fund the 2018 round and it’s expected at the 
commission’s Dec. 19 meeting. 

o The funding plan is now open to public comment. 
o Affordable housing advocates in Missouri are encouraging all stakeholders to 

weigh in about the value of the credits. 
o The state legislative year begins in January and there is a push for the 

Legislature, not the commission, to make a decision whether to fund the state 
credits in 2018. 
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OTHER TAX CREDIT NEWS 

 In other news, and this affects the tax credit, LIHTC investor market, the Federal 
Housing Finance Agency announced earlier this month that Fannie Mae and Freddie 
Mac will be allowed re-entry into the low-income housing tax market as investors. 

o Now it’s important to note that this is as limited investors, with a maximum annual 
investment of $500 million each. 

o However, this announcement is significant and marks the end of an absence that 
began in 2008, when the two enterprises went into conservatorship. 

 Elsewhere, the Senate Appropriations Committee last week released its financial 
services and general government appropriations bill for fiscal year 2018. 

o This legislation would fund the CDFI Fund at $248 million. 
o That’s compared to the House bill, which sets the CDFI Fund at $190 million. 
o The CDFI Fund does oversees the NMTC program, so it’s good to see funding at 

substantial levels. 
o As Congress works to reach a budget deal in the next few weeks, we’ll keep an 

eye as to where reconciled legislation lands on funding for the CDFI Fund. 

 


