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

unofficial tax reform deadline of Dec. 22, as well as the appointed members of the House and 

Senate conference to negotiate a final tax bill. He also discusses the corporate alternative 

minimum tax rate, as well as the base erosion and anti-abuse tax. In other news, he discusses 

HUD’s new report on homelessness, as well as the New Markets Tax Credit Coalition’s new 

economic impact report of the NMTC program. 

 

 

 

Summaries of each topic:  

 

1. General News (01:58-12:23) Pages 2 – 5   

2. Other News (12:24-13:25) 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 

 A government shutdown was averted last Thursday when Congress passed a continuing 

resolution to keep the government funded past the Dec. 8 deadline until Friday, Dec. 22. 

o That’s 10 days from now. 

 Dec. 22 is now seen as the new unofficial, political deadline to pass tax reform, as 

lawmakers will have to deal with a stopgap funding measure by that date.  

 With the issue of spending punted for the moment, lawmakers have cleared the decks 

for tax reform. 

 As you know, the House and Senate have each passed their own versions of the Tax 

Cuts and Jobs Act, the tax reform bill. 

 I’ve detailed in previous podcasts how the two tax bills differ and how they each could 

affect the various tax credit communities in which our listeners and clients work. 

 We’ll have a better idea of how those negotiations will play out and what a final bill might 

look like this week. 

 Let me remind you we have a chart comparing what the bills propose, the House and 

Senate bills, on our Tax Reform Resource page. 

 I’ll tell you the web address in a minute, but I want you to know that’s a great resource to 

see what the House and what the Senate each propose to do on a side-by-side analysis. 

 House and Senate representatives go to conference to work out key differences 

between their bills starting tomorrow, Wednesday, at 2 p.m. Eastern. 

 Now that’s the public, formal, part of the process. 

 A lot of this work was done even before the final Senate passage of the bill and over last 

weekend and into this week. 

 Now the conference committee is made up of 29 members of the House and Senate. 

o 17 of them are Republicans and 12 are Democrats. 

 As you’d expect, a number of conferees sit-on the tax writing committees, either the 

House Ways and Means Committee or the Senate Finance Committee. 

 Also as you’d expect, House Ways and Means Committee Chairman Kevin Brady and 

Senate Finance Committee Chairman Orrin Hatch are leading, or chairing if you will, the 

conference committee.  

 Now other Ways and Means members include 

o Four Republicans: 

 Devin Nunes of California, 

 Peter Roskam of Illinois, 

 Diane Black of Tennessee, who is also the Budget Committee 

Chairwoman and 

 Kristi Noem of South Dakota. 

o And three Democrats are: 

 Ranking Member Richard Neal of Massachusetts, 

 Sander Levin of Michigan and 

 Lloyd Doggett of Texas. 

 Now on the Senate side, for the Senate Finance Committee, conferees include 

o Five Republicans, and they are: 

 Mike Enzi of Wyoming, who is also the Budget Committee Chairman, 
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 John Cornyn of Texas, 

 John Thune of South Dakota, 

 Rob Portman of Ohio, 

 Tim Scott of South Carolina and 

 Pat Toomey of Pennsylvania. 

o As well as five Democrats, and they are: 

 Ranking Member Ron Wyden of Oregon, 

 Debbie Stabenow of Michigan, 

 Robert Menendez of New Jersey  

 Tom Carper of Delaware and 

 Maria Cantwell of Washington.  

 Sen. Cantwell is also a conferee representative of the Senate Energy and 

Natural Resources Committee, of which she’s the ranking member.  

 In a somewhat interesting development, Senate Finance Committee member Chuck 

Grassley was not included as a conferee even though he’s the second-most senior 

member of the Senate Tax Writing Committee. 

 There are also conferees from  

o the House Budget Committee, 

o the House Committee on Natural Resources, 

o the House Committee on Energy and Commerce, as well as  

o the Senate Budget Committee and 

o the Senate Energy and Natural Resources Committee. 

 Taking a look at the House and Senate conferees, you’ll find there are many supporters 

of affordable housing, community development and historic preservation. 

 For example, Chairman Hatch and Sen. Cantwell are on the committee, and they 

reintroduced the Affordable Housing Credit Improvement Act of 2017 this year.  

 That’s legislation would expand and enhance the low-income housing tax credit (LIHTC). 

o Among the provisions is a call for increasing the credit for bond-financed 

transactions. 

 And including Hatch and Cantwell, there are 10 conferees who have signed on in 

support of that Senate bill. 

 Similarly, the House version of the Affordable Housing Credit Improvement Act has four 

cosponsors who are conferees. 

 Looking at the new markets tax credit (NMTC), it also has support among conferees. 

o Sen. Rob Portman and Reps. Don Young and Fred Upton are all Republicans 

cosponsors of bills to make the NMTC permanent. 

 Reps. Upton and Rob Bishop are also cosponsors of legislation to expand and improve 

the historic tax credit (HTC). 

 Furthermore, Republican Sen. Tim Scott is the lead sponsor of the Investing in 

Opportunities Act and Rep. Upton is a cosponsor of the House version. 

 So in other words, the House and Senate conference includes several members who 

understand the importance of affordable housing, community development and historic 

preservation incentives.  

 I do want to revisit a couple of last-minute changes to the Senate version of the bill that 

we’re watching closely during the upcoming joint conference.  

 Now this is in addition to, of course, watching closely to what happens with private 

activity bonds, HTCs and NMTCs. 
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 The two provisions we’re looking at came in sort of towards the end of the Senate 

discussions, the Senate bill process, and they could affect the demand for tax credit 

investing. 

 One of them is the return of the alternative minimum tax. 

 The Senate bill originally was going to exclude the corporate minimum tax, repeal it and 

ultimately it ended up retaining the corporate alternative minimum tax.  

 The House bill did not.  

 Now the current corporate alternative minimum tax rate under current law is 20 percent, 

but that’s compared to a top current tax rate for corporations of 35 percent. 

 Both the House and Senate bills propose lowering the top corporate tax rate to 20 

percent, essentially making it equal to the current AMT rate.  

 So if you have a top corporate tax rate under the new law of 20 percent and an AMT rate 

of 20 percent, the question becomes can I use tax credits to offset my AMT. 

 I can use them for regular taxes, I can use them for AMT to get tax savings. 

 Well, the good news, for some credits, is yes you can. 

 That’s when you use the LIHTC, HTC and renewable energy investment tax credits 

(ITCs). 

 They offset AMT. 

 However, some credits cannot offset the corporate alternative minimum tax. 

 The NMTC and the final six years of the renewable energy production tax credit (PTC) 

are two such credits, as well as the research and development tax credit.  

 So those tax credits are harmed. 

 Now, what do I think’s going to happen?  

 Well the corporate AMT, keeping it in the Code was estimated to only raise about $40 

billion. 

 Some estimates say would really raise closer to $300 billion.  

 As such, I do think at a minimum, the corporate AMT rate, or some other way the 

corporate AMT would be adjusted to be a lot less impactful and adverse to these credits 

and still raise the $40 billion they need. 

 On the other hand, it’s quite possible that the corporate AMT will just be repealed as part 

of the conference agreement. 

 I’ll keep you posted on developments on that front. 

 We do expect to know in the next few days, and I’ll certainly send out a Tweet or two on 

that. 

 Now another concerning provision that’s in the Senate bill is the so-called BEAT. 

 That’s BEAT. 

 That’s an acronym for base erosion and anti-abuse tax. 

 It’s a tax that will affect large corporations that are foreign corporations with U.S. 

operations or U.S. corporations with notable foreign operations.  

 Now in short, BEAT could make investments in the LIHTC, NMTC, HTC and renewable 

energy tax credits (RETCs) much less attractive. 

 Senators Cory Gardner of Colorado, Grassley of Iowa, Thune of South Dakota, Portman 

of Ohio and Dean Heller of Nevada are all working on an amendment to try to help these 

tax credits offset some portion of ones BEAT liability or otherwise be able to be carried 

forward. 

 We’re monitoring such legislation closely, and as we know more, we’ll be sure to share it 

with you. 
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 Now in addition to these Senate manager’s amendments that are of concern on these 

two tax credit value-related amendments, as I noted earlier we are closely following the 

private activity bond discussion, the HTC discussion and NMTC discussion.  

 Also, when I mention historics, I should note that the Senate bill does propose taking the 

credit over five years rather than at it’s placed-in-service-date. 

 Mixed in with all of this, there’s still the big question: where will the top corporate rate 

land? 

 Both the House and Senate bills, as I noted earlier, proposed a 20 percent rate, but 

GOP leaders, including President Donald Trump, say a 22 percent rate is a real 

possibility. 

 Of course, these are just a few provisions that could have an immense impact on tax 

credit investing. 

 One thing is for certain, that’s if a tax bill is enacted, we can expect follow-up legislation 

and technical corrections. 

 I mentioned this in last week’s podcast, but I do think it bears repeating. 

 The Tax Reform Act of 1986, the last major tax code overhaul, had a 203-day gap 

between when the initial tax bill was introduced in the House and when the full Senate 

passed its version. 

 This year, that spread was a mere 29 days. 

 Some of us remember the extensive technical corrections that needed to be enacted 

after passage of the 1986 bill. 

 So we can imagine how much follow-up legislative work will be needed this time around, 

assuming of course that tax reform passes. 

 On another note, Republican congressional leaders say we should expect a tax 

extenders bill. 

 I know what you might be thinking: Wasn’t one purpose of tax reform supposed to be 

eliminating the need to keep doing tax extenders? 

 Yes, but it looks like Republican leaders are intent on passing an extenders package 

separate from a tax bill. 

 One of the reasons why? 

 Well, lawmakers are constrained under reconciliation rules, which only permit a tax bill to 

cost $1.5 trillion over 10 years. 

o Historically, extenders have been enacted without regard to cost and offsets. 

o Moving tax extenders to a separate bill means legislators will not have to take up 

valuable revenue in the tax reform bill.  

 Obviously, this is going to be an extremely busy week in Washington.  

 We’ll continue to monitor the situation for you.  

 You can make sure to stay in the loop about the latest tax reform news by subscribing to 

our free industry alert emails. 

 Simply visit our new Tax Reform Resource Center at www.taxreformresorucecenter.com 

 And follow me on Twitter. 

 My handle is @Novogradac. 

 

  

http://www.taxreformresorucecenter.com/
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OTHER NEWS 

 In other news, HUD released its annual report on homelessness last week and stated 

that the national homeless population increased 0.7 percent this year. 

 That’s right, increased. 0.7 percent this year. 

o The report said that most states experienced a decrease in homelessness, but 

the uptick was due to increases in the 50 largest cities. 

o HUD also noted this was the first increase in homelessness in seven years. 

o You can read the report at www.hudresourcecenter.com. 

 Meanwhile on a more positive note, the New Markets Tax Credit Coalition reported last 

week that the NMTC program has generated more than $156 billion in economic activity. 

 That’s right, let me say that again – more than $156 billion in economic activity between 

2003 and 2015. 

 Furthermore, it created more than 1 million jobs during that same time period. 

o You can find the report, which is entitled New Markets Tax Credit Economic 

Impact Report, at www.newmarketscredits.com.  

 

http://www.hudresourcecenter.com/
http://www.newmarketscredits.com/

