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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 President-elect Donald Trump’s pick for Treasury 

Secretary, Steven Mnuchin, and what Mnuchin has planned for Trump’s first 90 days in office. 

He then talks about Trump’s nomination of Ben Carson as HUD Secretary and shares his 

thoughts on what Carson’s appointment could mean for affordable housing. After that, he 

discusses how Rep. Richard Neal has become the top Democrat on the House’s powerful Ways 

and Means Committee. Then, he looks at where lawmakers stand on passing a continuing 

resolution and certain tax extenders. In low-income housing tax credit news, he highlights some 

of the important points in California’s new final proposed regulations for the low-income housing 

tax credit. In new markets tax credit news, he shares with listeners a list of qualified equity 

investment issuance thresholds that new markets tax credit allocatees need to meet to be 

eligible for another allocation. And he closes out with the historic tax credit section, where he 

provides an update on Illinois’ state historic tax credit that is scheduled to expire at the end of 

this month, but is only one signature away from being extended another year. 

 

 

 

Summaries of each topic:  
 

1. General News (2:31 – 10:32) Pages 2 – 4  

2. Low-Income Housing Tax Credits (10:33 – 15:47) Pages 5 – 6  

3. New Markets Tax Credits (15:48 – 19:20) Pages 7 – 8  

4. Historic Tax Credits (19:21 – 20:11) Page 9 

 

 
 
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 

Steven Mnuchin 

 In general news, President-elect Donald Trump has nominated Steven Mnuchin for 
Treasury secretary. 

 Mnuchin was the finance chairman of Trump’s presidential campaign. 

 Before that, Mnuchin was a Goldman Sachs banker for many years and then he started a 
hedge fund. 

 Thanks to a rule change by Senate Democrats three years ago, cabinet nominees can 
generally be confirmed with a simple majority instead of the previous 60-vote threshold.  

 With Senate Republicans holding the majority, Mnuchin and Trump’s other nominees will 
generally most likely be approved. 

 Mnuchin has already outlined some of his priorities. 

 According to Politico, Mnuchin said, and I quote, “Our first priority is going to be the tax 
plan and the tax plan has both the corporate aspects to it, lowering corporate taxes so we 
make U.S. companies the most competitive in the world, and the personal income taxes 
where we’re going to have the most significant middle income tax cut since Reagan.” 
Close quote. 

 As far as a time frame goes, Mnuchin said, “We’re already sitting down and discussing this 
with Congress and this going to be something that absolutely happens within the first 90 
days of this presidency.” 

 Some people, though, such as Senate Finance Committee Chairman Orrin Hatch, 
question whether that timeframe is overly ambitious. 

 The last major overhaul of the tax code was, as you know, the Tax Reform Act of 1986. 

 That revamp took about two years to accomplish, so it will be interesting to see what can 
be accomplished under the Trump administration’s first 90 days. 

 Mnuchin has also said he wants to get Fannie Mae and Freddie Mac out of government 
conservatorship with greater capital requirements than before the financial crisis. 

 This position appears to be different than House Financial Services Committee Chairman 
Jeb Hensarling’s position to wind down Fannie Mae and Freddie Mac and remove the 
government role in secondary mortgage finance market. 

 Mnuchin’s approach also differs from the position of incoming Senate Banking Committee 
Chairman Mike Crapo, as evidenced by the Johnson-Crapo housing finance reform 
legislation, which was approved by the committee back in 2014, but it failed to advance 
further. 

 
Ben Carson 

 In other news, Trump released a statement yesterday, officially nominating, as we had all 
been suspecting, Ben Carson as Secretary of the Department of Housing and Urban 
Development (HUD).  

 Carson did accept. 

 Dr. Carson would be the highest profile HUD Secretary in recent memory and his 
nomination puts HUD in the national spotlight. 

 This creates an opportunity to raise national awareness regarding the issues of affordable 
housing and community development, particularly in low-income areas. 

 This presents those of us concerned about these issues a great opportunity.  

 Certainly there are also concerns being expressed by many. 
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 One of the concerns is Dr. Carson’s apparent lack of experience in housing and running a 
federal agency. 

 This puts an increased importance in the roles of deputy secretary and assistant secretary 
in the department.  

 We will be watching closely who is selected for these posts. 

 But for now we are reasonably optimistic.  

 Another concern is how Carson will approach fair housing. 

 In 2015, Carson wrote an editorial for the Washington Times in which he called the 
application of fair housing rules under the Obama administration as “experimenting with 
failed socialism.” 

 In the piece, he wrote, and I quote, “the Obama administration’s new agency rules rely on 
a tortured reading of the fair housing laws to empower the Department of Housing and 
Urban Development to ‘affirmatively promote’ fair housing, even in the absence of explicit 
discrimination.” Close quote.  

 Carson then said that there are reasonable ways to use housing policy to enhance the 
opportunities available to lower-income citizens, but that entrusting the government to get 
it right can prove downright dangerous. 

 Carson’s apparent disapproval of the new fair housing regulations could lead the 
Administration to work with Congress on using federal appropriations law to reverse the 
regulations. 

 We’ll keep you updated on Carson’s housing priorities as details become available. 

 Also, I’d like to personally encourage you to email us your thoughts on what Ben Carson’s 
first actions as HUD Secretary should be. 

 Email us at cpas@novoco.com or send me a tweet. 

 My handle is @Novogradac. 

 Next week, we’ll share some of the thoughts of our listeners as to what Dr. Carson’s first 
action should be as HUD Secretary. 

 So please take a moment and send an email to cpas@novoco.com or send a tweet to 
@Novogradac. 

 
Richard Neal 

 In other news, Rep. Richard Neal, a Democrat from Massachusetts, on Friday was named 
ranking member of the House Ways and Means Committee. 

 That’s essentially the lead democrat on the Republican-controlled committee.  

 Outgoing ranking member Sander Levin announced last week that he would not seek re-
election as the top Democrat in the House Ways and Means Committee for two reasons. 

 First, Levin said it was important to support younger members to grow into leadership 
positions.  

o Levin, aged 85, has been ranking member since Republicans took control of the 
House back in 2011. 

 Second, Levin said he wanted to focus on tax reform, health care and trade. 

 Now the candidate that Levin initially endorsed for his replacement was outgoing House 
Democratic Caucus Chairman Xavier Becerra of California. 

 However, Becerra announced on Thursday that Governor Jerry Brown had offered him the 
job of California’s attorney general. 

 So last week, Becerra accepted the job and he will replace outgoing Attorney General 
Kamala Harris, who was elected to the U.S. Senate. 

mailto:cpas@novoco.com
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 Becerra’s departure from Congress cleared the way for Richard Neal to succeed Levin.  

 Aside from Becerra, Neal was the only other candidate who publicly announced running 
for the Ways and Means Democratic leadership post. 

 Last Thursday, Levin congratulated Becerra and Neal on the opportunities before them. 

 Levin said that the Ways and Means Committee will be in good hands with Neal as the 
ranking member and Levin then endorsed his election. 

 As our regular listeners know, Rep. Neal has been a strong supporter and sponsor of key 
new markets tax credit and low-income housing tax credit legislation.  

 We welcome him to his new role. 
 
Continuing Resolution 

 Next, I want to briefly touch on the growing likelihood of Congress passing a continuing 
resolution to keep the federal government funded past this Friday, Dec. 9. 

 That’s the date that stopgap funding expires from a continuing resolution passed in 
September. 

 The Trump administration and House Republican leaders hope for a continuing resolution 
to extend funding through March 2017. 

 However the Senate appears to prefer continuing resolution through May instead of March 
in part because of all the work the administration needs to do and working on funding the 
government by the end of March is something that could be a bit pressing and having until 
May would give a little bit more room. 

 On that note, it does seem as though passing tax extender legislation will not happen 
during this lame duck session. 

 Some in the tax credit community had hoped that certain expiring tax credits—mostly for 
“orphaned” renewable energy technologies—could be renewed by inclusion in an omnibus 
or mini bus spending bill. 

 It looks more likely that those extenders will have to wait for a broader tax bill next year, 
possibly getting renewed retroactively. 

 As always, for the latest news from Washington, follow me on Twitter. My handle is 
@Novogradac. 

  



Summary: December 6, 2016 
 

LOW-INCOME HOUSING TAX CREDIT NEWS 

HUD Public Housing Smoking Ban 

 Turning to low-income housing tax credit (LIHTC) news and broader affordable housing 
news, HUD Secretary Julián Castro last week announced a final rule requiring public 
housing agencies to implement a smoke-free policy at their public housing properties.  

 The ban prohibits lit tobacco products in  
o all living units,  
o indoor common areas and   
o administrative offices and outdoor areas within 25 feet of residential and 

administrative buildings. 

 Secretary Castro said HUD's new rule will provide support to more than 3,100 PHAs as 
they implement the required smoke-free policies over the next 18 months. 

 HUD's new policy will save PHAs more than $150 million every year in repairs and 
preventable fires, this according to the Centers for Disease Control and Prevention. 

 My partner Rich Larsen, in our Toms River, New Jersey, office, said there may be 
potential problems in enforcing the rule.   

o Rich anticipates that without new funding, the implementation and enforcement 
of the regulations will be difficult for housing agencies that are already short 
staffed.  

o For this regulation to be effective it needs to be funded, he said.  

 While this new rule applies to all public housing for the first time, HUD has encouraged 
public housing agencies to adopt smoke-free policies in their buildings and common areas 
since back in 2009.  

o Since then, more than 600 public housing agencies and tribally designated 
housing entities have adopted smoke-free policies. 

 Once fully implemented, the smoke-free rule would affect more than 940,000 public 
housing units. 

 To learn more, go to www.hudresourcecenter.com.  
 
California TCAC Changes 

 In other affordable housing news, the California Tax Credit Allocation Committee, or 
TCAC, announced final proposed changes to its regulations last week. 

 Perhaps the most significant change was that the committee withdrew its proposal to 
effectively end the placement of LIHTC properties in areas of quote, “low opportunity,” end 
quote. 

  The withdrawn proposal would have essentially prohibited large family, new-construction 
LIHTC developments in what it labeled areas of low opportunity. 

o The initial proposal was made in response to the Supreme Court ruling in the 
summer of 2015 that declared that disparate impact could be used to prove 
violation of the Fair Housing Act. 
 Disparate impact means that discrimination does not need to be intentional 

to be illegal. 
 The case we mentioned claimed that Texas Department of Housing policies 

resulted in concentrating low-income housing tax credit properties in poor 
and minority-dominated census tracts. 

http://www.hudresourcecenter.com/
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 And the court ruled that evidence of disparate impact could be used in an 
effort to prove discrimination. 

o The Supreme Court ruling led state allocating agencies to incorporate measures 
into their qualified allocation plans that would minimize the potential for disparate 
impact. 

o The proposed change by TCAC would have used a map that’s published by the 
University of California, Davis, that is called a regional opportunity index, to 
determine which census tracts would be considered low opportunity areas. 

o That proposal though drew an overwhelming response from commenters. 
 In fact, the document released with the updated changes included 38 

comments, including one from our LIHTC Working Group. 
 A member of the group that developed the U.C. Davis map also chimed in 

regarding unintended consequences of using the regional opportunity index 
in the manner stated in the proposed regulations. 

 All 38 comments opposed the idea, with most of them saying it would have 
the effect of harming low-opportunity areas. 

o As a result, TCAC withdrew its recommendation and instead said it would 
convene forums next year to explore alternative solutions. 

 Another significant change in the regulations is how the state will deal with its recent 
history of over-allocating state LIHTCs. 

o California has over-allocated state credits in the past several years to the point 
that it forward-committed $34 million of the state’s $94 million in credits for 2016. 

o That’s more than one third of the credits. 
o TCAC leaders recognized that the over-allocation was getting worse and 

proposed some changes to the way the state credits are allocated. 

 The proposed change calls for TCAC, when it’s reached the state ceiling, to designate all 
further applicants as difficult development areas, or DDAs. 

o TCAC won’t award any more state credits to those developments. 
o But designating them as DDAs allows those properties to maximize their federal 

credits. 
o This change also means the state will be required to create an extra DDA set-

aside to accommodate the additional award of federal credits. 
o The down side of course to this change is that it cuts into other set asides. 

 You can see the list of changes and the comments that were submitted on the California 
treasurer’s website. 

 And if you have questions about the new regulations, please contact my partner Kevin 
Wilson in our Walnut Creek, Calif. office. 
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NEW MARKETS TAX CREDIT NEWS 

2017 QEI Issuance Thresholds 

 In new markets tax credit (NMTC) news, the CDFI Fund last week released the qualified 
equity investment issuance thresholds for the next allocation round of the new markets tax 
credit. 

 As you know, the CDFI Fund last month allocated a record $7 billion of new markets tax 
credit allocation authority for the 2015-2016 round. 

 The CDFI Fund expects to open the 2017 allocation round sometime in the first quarter of 
the year. 

 Community development entities, or CDEs, that have received allocations in earlier rounds 
must meet minimum qualified equity investment issuance levels by July 20, 2017. 

 I’ll say that again, July 20, 2017 is the deadline to be eligible for another allocation in the 
next round. 

 So, what are the required issuance amounts? 

 They are as follows: 
o Allocatees from the 2011 round must have 100 percent issuance, 
o Those from a year later, the 2012 round, 80 percent, 
o 2013 round, 70 percent, and then  
o those from the 2014 must have 50 percent, and lastly,  
o those from the recently announced round must have 30 percent. 

 Rural CDEs will have some slightly different thresholds. 
o Those that have had 2014 allocations must issue 30 percent of their allocation by 

the deadline, and 
o those that have received 2015-2016 allocations have no required minimum. 
o Once again, rural CDEs that have allocations from 2015-2016 would have no 

required minimum. 

 By the way, there is one exception to the minimums for each round. 
o Allocatees that have received multiple allocations but do not meet the threshold 

for an individual round can still meet the threshold if they issue and finalize at 
least 90 percent of their cumulative amount by the deadline. 

 The CDFI Fund announcement said that CDEs must report their QEI issuance in the CDFI 
Fund’s Allocation Tracking System. 

 We will keep you updated as we get more information on when the next round of 
allocations opens. 

 In the meantime, if you have any questions about meeting minimum threshold 
requirements, please contact my partner Brad Elphick in our metro Atlanta office. 

 Also, as you know, we will be having out NMTC conference at the end of January in San 
Diego. 

CORE Act 

 In other NMTC news, a bill was introduced in the House to ensure that some NMTCs are 
allocated to distressed coal communities. 

 Under the bill, for any calendar year after 2016, at least 5 percent of NMTC allocation 
authority would be set aside for community development entities to invest in qualified 
active distressed coal community businesses. 

 In effect, the bill would direct capital and new jobs to low-income coal communities. 
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 The bill is called the Creating Opportunities for Rural Economies Act or the CORE Act. 

 The legislation is a companion bill to the Senate CORE Act that I discussed in last week’s 
podcast. 

 The House version is H.R. 6403 and it was introduced by Republican Rep. Evan Jenkins 
from West Virginia. 

 Obviously this session of Congress will end in just a few weeks, but bills like these are still 
important as lawmakers prepare for tax reform next year. 

 Efforts that show how the new markets tax credit brings investments to underserved areas 
will help to make the case for keeping the program in the tax code. 
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HISTORIC TAX CREDIT NEWS 

Illinois River Edge HTC 

 In HTC news, I have a quick update about the Illinois Historic Preservation Tax Credit pilot 
program.  

 The state HTC is set to expire Dec. 31. 
o That’s a little more than three weeks away. 

 But, good news. 

 The Illinois General Assembly last week approved extending the program by a year – until 
Jan. 1, 2018. 

 Support for the program was nearly unanimous. 

 The Senate approved the extension with a vote of 53-1. 

 That’s after the House approved it by a vote of 110-1. 

 Senate Bill 1488 now goes to Gov. Bruce Rauner for approval. 
o He has 60 days to sign or veto.  
o Otherwise, the bill becomes law without his signature. 

 Supporters of the tax credit note that the program is vital to redeveloping countless historic 
structures across Illinois. 


