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

general news section, where he provides an update on Dr. Ben Carson’s likelihood of becoming 

the next Secretary of the U.S. Department of Housing and Urban Development. 

He also talks about what congressional leaders are planning to do to keep the government 

funded past the Dec. 9 expiration of stopgap funding. In low-income housing tax credit news, he 

talks about the effect that the talk of the possibility of corporate tax reform is having on the 

current investment interest of many LIHTC corporate investors. He also discusses a GAO report 

on the role that Fannie Mae and Freddie Mac should play in housing finance. In new markets 

tax credit news, he shares a quick update for awardees of the 2015-2016 new markets tax 

credit allocation round about when they can expect to close allocation agreements. Then, he 

discusses a new bill that would create a new markets tax credit allocation set-aside for 

investments in low-income coal communities. In the historic tax credit section, he outlines some 

updates made to Texas state historic tax credit regulations. And he closes out with renewable 

energy tax credit news, where he shares with listeners what Trump said about wind energy tax 

credits in his recent interview with the New York Times. I’ll also talks about a report on what 

could happen to solar energy investments if the investment tax credit were repealed. 

 

 

Summaries of each topic:  
 

1. General News (3:30 – 7:39) Pages 2 – 3  

2. Low-Income Housing Tax Credits (7:40 – 14:12) Pages 4 – 6  

3. New Markets Tax Credits (14:1 – 16:53) Page 7 

4. Historic Tax Credits (16:54 – 18:36) Page 8 

5. Renewable Energy Tax Credits (18:37 – 24:24) Pages 9 – 10  

 

 
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 

HUD Secretary  

 In general news, the story of the week is the unexpected rise of Dr. Ben Carson as the 
frontrunner for the role of HUD Secretary. 

 The retired neurosurgeon was a Republican candidate for president, as you know. 

 Since dropping out of the race back in March, he has been a vocal supporter of Donald 
Trump’s. 

 There were some rumors after the November election results that Ben Carson would be 
tapped to become the Secretary of Health and Human Services given his knowledge and 
experience with the medical community. 

 However, earlier this month, Carson’s business manager said Carson was not interested 
in serving in Trump’s cabinet because, quote, “his background didn’t prepare him to run a 
federal agency.” Close quote. 

 Now, in a surprising turn of events, President-elect Trump last Tuesday announced on 
Twitter that he was “seriously considering” Carson as the next head of HUD. 

 According to the Reuters news agency, Trump did offer the position to Carson last week. 

 And now, according to HousingWire, and several other publications, Carson is likely to 
accept, that is if he hasn’t already. 

 An official announcement is expected soon. 

 You can follow me on Twitter. 

 My Twitter handle is @Novogradac, for updates. 

 I’ll tweet out any news on his status as HUD secretary. 

 Also, if Ben Carson is nominated for HUD secretary, look for a preliminary assessment of 
what affordable and fair housing policies he might pursue if he were to become HUD 
Secretary, on my Notes from Novogradac blog. 

 I will also share my thoughts on Ben Carson as HUD Secretary in next week’s podcast – 
that is assuming Trump announces such a nomination before then.  

 
Continuing Resolution 

 In other news, Congress is back in session, starting today, and the question as to whether 
Congress would use the lame duck session to work on an omnibus spending bill or a 
short-term continuing resolution has been answered. 

 Prompted by the incoming Trump administration’s desires, House Speaker Paul Ryan 
announced that Republican leaders will punt major spending decisions into 2017. 

o They’ll do this because they prefer, rather than negotiate with President Barack 
Obama, to negotiate with President-elect Donald Trump. 

 So Congress now has 10 days to extend funding levels past Dec. 9, when the stopgap 
funding measure passed earlier in the year expires. 

 House Appropriations Committee Chairman Hal Rogers did say this month that his 
committee would work to extend funding at current levels through March 31, 2017. 

 That means setting aside the appropriations bills that lawmakers have been working on 
this year—at least for now. 

 Senate Majority Leader Mitch McConnell wants to put off long-term spending decisions 
until even later, possibly May or even a full-year continuing resolution. 

o Delaying a spending bill until May, or even a full year, would give Republicans 
more time to address other major priorities, such as 
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 confirming Trump’s cabinet appointments and Supreme Court nominee,   
 dismantling Obamacare through budget reconciliation and 
 overhauling the tax code, also possibly also through reconciliation.  

 Whether stopgap funding lasts through March or May, the fact remains that enacting a 
continuing resolution at fiscal year 2016 levels would cause a large shortfall in funding for 
many departments, including HUD. 

 For example, more than 130,000 vouchers could be lost if Congress passes fiscal year 
2017 spending bills at fiscal year 2016 funding levels—this according to the National Low 
Income Housing Coalition.  

 To learn more about how a continuing resolution could affect initiatives, such as affordable 
housing, join us this week at the Novogradac 2016 Tax Credit Housing Finance 
Conference in Las Vegas. 

 The event is at The Cosmopolitan hotel in Vegas. 

 It’s this Thursday and Friday, Dec. 1 and 2. 

 You can register at www.novoco.com. 

  

http://www.novoco.com/
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LOW-INCOME HOUSING TAX CREDIT NEWS 

Investors React to Potential Tax Reform 

 In low-income housing tax credit (LIHTC) news, many economic investors and some CRA 
investors have decided to take a pause in regards to new investment commitments as 
they weigh the possible effects of tax reform on the value of future investments. 

 Investors have a justifiable concern in that if corporate tax reform does come, then 
marginal corporate tax rates are likely to come with them, and those lower corporate tax 
rates will cause existing projected yields to decline. 

 That’s because tax losses will have less value. 

 A one dollar loss is less valuable at a 20 percent tax rate than a 35 percent rate. 

 In assessing this issue, some investors are reviewing yield calculations assuming a 25 
percent or 20 percent marginal tax rate, and then determining the effect on their yield. 

 Novogradac and Company is running just such calculations. 

 As a side note, if you would like help in running such calculations, contact my 
partner Mike Morrison in our San Francisco office. 

 Now I suspect some investors will decide to move forward, or unpause themselves, albeit 
with tax benefits calculated at a lower corporate tax rate, possibly at 25 percent. 

 For developers with pipeline transactions and syndicators with warehoused 
investments, to exempt those transactions will depend on a higher price to be 
financially feasible.  

 Then moving forward at the lower equity investment levels could be quite 
financially painful.  

 Now as investors make their adjustments for their yield, I would note that any 
decrease in tax rates would likely be phased in over 3 to 5 years. 

 That’s the period that would be similar to what was used with in Tax Reform Act 
of 1986 and the Camp tax reform bill. 

 As such, any lower tax rate that’s used likely should take into account a phased-
in period. 

 Also, if corporate tax rates are reduced, I would expect more rapid asset 
expensing to be part of such a reform.   

 My tax reform prediction, which I tweeted over the weekend, is that such rapid 
depreciation would be no less than the 50 percent expensing provision which 
was extended by the PATH Act at the end of last year and likely be more rapid 
than that. 

 Similarly, if you’re running at a lower corporate tax rate, it seems that you should 
also be assuming some level of more rapid expensing.  

 We’ll continue to monitor corporate reaction to the possibility of corporate tax reform and 
the impact it has on their willingness to invest and at what yields.  

 We’ll report on developments in future podcasts. 

 It’s also worth noting that another item that’s putting pressure on investor pricing is the 
recent rise in the 10-year Treasury.  

 The 10-year Treasury has risen 60, 70, 80 basis points over the last month or two, and 
that increase is making other investments look more competitive. In and of itself, the 
increase in the 10-year Treasury should be driving up yields and down pricing for the tax 
credit.  
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 Right now we are dealing with a double whammy of concerns about corporate tax reform 
and rising interest rates. 

GAO Report on Fannie Mae and Freddie Mac  

 In other LIHTC news, I wanted to discuss a recent report released by the Government 
Accountability Office, or GAO. 

 The report is on the need to establish clear objectives for the future of Fannie Mae and 
Freddie Mac after their conservatorship. 

 First, a little background: 
o Before 2008, Fannie Mae and Freddie Mac were providing about 35 to 40 

percent of the LIHTC industry’s annual equity investment. 
o In 2007, facing their inability to predictably use tax credits, Fannie and Freddie 

ceased making new equity investments in LIHTC funds. 
o Then, in 2008, the Federal Housing Finance Agency (FHFA) used its authority 

under the Housing and Economic Recovery Act to place Fannie Mae and Freddie 
Mac into conservatorships.  

o This really put the pause on LIHTC investing.  

 The GAO report addresses two things: 
o First, the extent to which FHFA’s goals for the conservatorships have changed or 

evolved over time, and  
o Second, the implications of FHFA’s actions for the future of the enterprises and 

the broader secondary mortgage market. 

 GAO said that in the absence of congressional direction, FHFA’s shift in priorities adds to 
the uncertainty about the future structure of the housing finance system. 

 The GAO recommends that Congress consider legislation to establish clear objectives. 

 GAO also advocates creating a transition plan to a reformed housing finance system that 
enables the enterprises to exit conservatorship.  

o The report states that the FHFA agreed with the overall findings. 

 By setting a clear direction for the future of the housing finance system, the report said 
that Congress would enable the FHFA to use the conservatorships of the enterprises to 
facilitate the transition to a new structure. 

 So what role does the affordable housing community want Fannie and Freddie to play in 
housing finance? 

 Well, the LIHTC Working Group—which is an industry group led by Novogradac & 
Company— wrote a letter to the FHFA this year, recommending that it allow Fannie and 
Freddie to re-enter the LIHTC market with limitations and allow them to guarantee LIHTC 
investments. 

 With strong private investor appetite for the credit, there is no readily identifiable market 
need for Fannie Mae and Freddie Mac to provide tax credit equity at this time. 

 Though what I just said earlier about the pause in investing, it might actually turn out to be 
a need that needs to be filled.  

 In the letter submitted by the working group, it was noted that even if there wasn’t a 
current need, there could be a need that arises, and having Fannie and Freddie ready to 
fill that need, would be helpful. 

 With a new president and new Congress in 2017, it will be interesting to see what direction 
housing finance system reforms will take. 
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 We certainly don’t expect them to be on the front burner of issues, they certainly seem 
more like the middle burner or the back burner, but they are issues that need to be 
addressed.   

 We’ll monitor the situation and keep you updated. 

 In the meantime, you can read the GAO report.  

 Simply go to www.taxcredithousing.com.  

  

http://www.taxcredithousing.com/
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NEW MARKETS TAX CREDITS 

NMTC Allocation Agreements 

 In new markets tax credit (NMTC) news, the CDFI Fund’s Office of Legal Counsel has 
announced that all allocation agreements from the 2015-2016 NMTC allocation round will 
be closed in calendar year 2017, and not sooner. 

 Community development entities (CDEs) hoping to use new allocation to close financing 
gaps for businesses will now have to wait to close until after year end. 

 The CDFI Fund did say that it expects to provide further instructions on the award closing 
process by this Friday, Dec. 2. 

 If you have any questions on finalizing your allocation agreement, please contact a 
Novogradac partner near you. 

 
CORE Act 

 In other NMTC news, there’s new bill to create a NMTC set-aside for investments in 
distressed coal mining communities.   

 The bill is entitled, Creating Opportunities for Rural Economic Expansion Act, or the CORE 
Act. 

 It was introduced Nov. 15 by Sen. Shelley Capito, a Republican from West Virginia.   

 The purpose of the bill is to spur investment in communities facing significant economic 
challenges due to coal industry job losses. 

 Beginning in 2017, under the bill, at least 5 percent of the annual NMTC allocation or $525 
million over a three-year period would be allocated to CDEs for investments in qualified 
businesses that are located in distressed coal communities. 

 To qualify as a distressed coal community under the CORE Act, the low-income 
community must be located in  

o One of the top 30 counties designated by the Mine Safety & Health 
Administration as having significant coal job loss from 2012 to 2015 and have 
one or more census tracts that qualifies as a low-income community under the 
existing NMTC eligibility rules.  

o Also, a neighboring county can qualify if it’s next to a county that meets all of the 
original criteria and contains a qualifying low-income community under NMTC 
eligibility rules.  

 This set-aside would focus on 12 states – states that contain counties with significant coal 
job losses between 2012 and 2015.  

 Sen. Capito said that the CORE Act presents an opportunity for underserved communities 
to receive funding for projects that will help create new job opportunities, spur business 
investment, revitalize communities and strengthen struggling economies.  

 The bill is S. 3 and has been read twice and referred to the Committee on Finance. 

 To read more about the bill, go to www.newmarketscredits.com.  

  

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

Texas HTC Amendments 

 In historic tax credit (HTC) news, the Texas comptroller of public accounts has adopted 
some amendments to the regulations for its state HTC. There are several changes, mostly 
technical. 

 The changes include: 
o More fully identifying the information that’s included in the certificate of eligibility. 

Expanding the definition of eligible costs and expenses to include those costs 
and expenses incurred by a nonprofit. 

o The changes also clarify an area of ambiguity by specifically stating that credits 
that a pass-through entity allocates to partners, members or shareholders may 
be further allocated, sold or assigned. 

 As you may recall, the Texas HTC went into effect on Jan. 1, 2015. 
o The credit is worth 25 percent of eligible rehabilitation costs. 

 Earlier this month, the National Trust for Historic Preservation published a report that 
showed how the federal HTC interacts with the Texas state credit. 

o The report said that in the first 19 months after the state credit took effect the 
Texas Historical Commission reviewed 225 projects with costs exceeding $1.8 
billion. 

o The report said that 70 percent of those projects use both federal and state 
credits. 

o The heavy use of Texas state HTCs demonstrates the effectiveness of the 
program. 

 These amendments are a good reflection of the ability of the program to adapt and make 
changes as needed. 

 If you have any questions about a HTC project in Texas, please contact Nick Hoehn on 
our Austin office. 
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RENEWABLE ENERGY TAX CREDIT NEWS 

Trump on RETCs 

 In renewable energy news, Donald Trump recently gave an interview to the New York 
Times, and the interview covered a wide range of topics. 

 I want to bring to your attention what he said about wind energy. I will begin with the first 
comments that he made with respect to wind energy.   

 He said, and I quote, “I have a problem with wind.” 

 Trump then went on and elaborated. 

 He said, and I quote, and it’s a lengthy quote, so stay with me here. He said: 
o The wind is a very deceiving thing. First of all, we don’t make the windmills in the 

United States. They’re made in Germany and Japan. They’re made out of 
massive amounts of steel, which goes into the atmosphere, whether it’s in our 
country or not, it goes into the atmosphere. The windmills kill birds and the 
windmills need massive subsidies. In other words, we’re subsidizing wind mills all 
over this country. I mean, for the most part they don’t work. I don’t think they 
work at all without subsidy, and that bothers me, and they kill all the birds. You 
go to a windmill, you know in California they have the, what is it? The golden 
eagle? And they’re like, if you shoot a golden eagle, they go to jail for five years 
and yet they kill them by, they actually have to get permits that they’re only 
allowed to kill 30 or something in one year. The windmills are devastating to the 
bird population, O.K. With that being said, there’s a place for them. But they do 
need subsidy. So, if I talk negatively. I’ve been saying the same thing for years 
about you know, the wind industry. I wouldn’t want to subsidize it. Some 
environmentalists agree with me very much because of all of the things I just 
said, including the birds, and some don’t. But it’s hard to explain. I don’t care 
about anything having to do with anything having to do with anything other than 
the country.” 

 So that was a lengthy quote, and the key part of the quote was probably the part where 
President-elect Trump said, “I wouldn’t want to subsidize it”, in reference to the wind 
energy area. 

 I also would note that I do think this did come as a surprise to some in the wind industry.  

 I say that because many of our listeners may recall that while campaigning in Iowa in 2015 
– a year ago – Trump was asked about wind farms, and Trump had a different take on the 
issue. 

 Let me read you Philip Bump’s reporting in the Washington Post from November 2015.  
This is his reporting on Trump’s reply to the question about wind energy:  

o Trump began by saying, “Well, I'm okay with it.”  
o He then said that he "know[s] a lot about wind," prompting some tittering in the 

audience. He noted that it can be hard for wind to be competitive in energy 
production particularly when prices for fossil fuels are so low, so “you need 
subsidies.” (He paused to marvel: “It's an amazing thing when you think -- you 
know, where they can, out of nowhere, out of the wind, they make energy.”) 

o The moderator pressed him, you're okay with the subsidies?  
o Trump replied, “I'm okay with subsidies, to an extent. I don't like subsidies when 

you have $19 trillion in debt.” That said, he was clearly supportive: “If oil goes up 
[in price], it's great. But if oil stays low, it's a very tough business.” 

https://www.washingtonpost.com/people/philip-bump/
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 So that wraps up the reporting in the Washington Post. And there you have it, in Nov 2015 
Trump was “OK” with wind energy subsidies, and in Nov 2016 “he wouldn’t want to 
subsidize it.” 

 As far as the wind energy is concerned, they do have a current phase down that was part 
of the PATH Act at the end of last year. We’ll continue to monitor the situation and see to 
what extent the phase down becomes jeopardized or to what extent the phase down gets 
further extended.  

Greentech Media ITC Report 

 Turning from wind to solar, a report by Greentech Media says that roughly $30 billion in 
solar investment between now and 2020 could fail to happen if the solar investment tax 
credit (ITC) is eliminated. 

 To arrive at that $30 billion figure, Greentech Media turned to projections made before the 
ITC and production tax credit (PTC) were extended by Congress last year, with gradual 
phase-outs. 

o The pre-extension projections indicated that the solar industry would take a hit if 
the ITC were repealed, particularly utility-scale solar. 

o Greentech Media estimates that utility-scale solar development could drop by 70 
percent by 2020 if the ITC had not been extended this year. 

 The Greentech Media report assumes that comprehensive tax reform is coming under 
President-elect Donald Trump and a Republican Congress. 

o The report reminds readers that the nation’s first ITC was a casualty in 1986, the 
last time there was comprehensive tax reform. 

 As you know, tax reform is complicated and both Trump and Congressional leaders have 
both been quiet on specifics since the election. 

 During his presidential campaign, Trump called for more support for oil, but did not 
specifically target clean-energy incentives, such as the ITC. 

 Still, the Greentech Media report is a good reminder of how important RETCs are to 
attracting investments. 

 In order to stay informed on the latest developments in RETCs and other important 
subjects, follow me on Twitter. 

 As I noted earlier, my handle is @Novogradac. 
 

 


