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

general section, where he talks about how Congress last week narrowly prevented a 

government shutdown. He also discusses what House Republicans are doing this week to 

prepare for tax reform next year. Then, he names the top three candidates in the running for 

HUD deputy secretary. After that, he shares some advice on what some have suggested Ben 

Carson should prioritize after he’s confirmed as HUD secretary. In low-income housing tax 

credit news, he describes what’s going on in the tax credit equity market and what some state 

allocating agencies have done to address developer and investor concerns. He closes out with 

a report finding that there’s little to no evidence linking low-income housing tax credit housing to 

increases in concentrated poverty. 

 

 

 

 

Summaries of each topic:  
 

1. General News (2:47 – 10:36) Pages 2 – 4  

2. Low-Income Housing Tax Credits (10:37 – 19:20) Pages 5 – 7  

 

 
 
 
 
 
 
 
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.  
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GENERAL NEWS 

Continuing Resolution 

 In general news, a crisis was averted—or better put, crisis was postponed for now. 

 Congress narrowly averted a government shutdown last Friday when it passed a stopgap 
funding bill that will keep the government funded through April 28 next year. 

 Last Friday was the expiration date for a continuing resolution that had been passed in 
September. 

 The House passed the measure on Thursday with bipartisan support 326-96. 

 House members then adjourned for the year and they left the Senate to either pass or 
reject the measure. 

 There was some suspense last week as to whether Senate Democrats would try to block 
the bill and force a government shutdown over funding disputes for healthcare for miners. 

 At the last minute, the Senate’s incoming minority leader Chuck Schumer said that 
Democrats would not force a shutdown over the issue. 

 The Senate then on Friday passed the stopgap funding bill with a vote of 63-36. 

 President Barack Obama then signed the bill early Saturday morning. 

 So this means, by the end of April next year, the government will have to get a budget or 
create some other funding mechanism or continuing resolution for further extension to 
ensure that the government is funded through Sept. 30 of 2017. 

 
Tax Reform 

 In other news from the Hill, House Ways and Means Chairman Kevin Brady is gathering 
Republican members of his committee this Thursday and Friday to discuss next year’s 
agenda for the tax writing committee. 

 Now Congress is in recess, but Brady told Politico’s Playbook that he wanted to get 
together to get a jump start on next year. 

 Now I do expect that committee Republicans will be talking about their plans to hit the 
ground running. 

 Their plan is to first overhaul the health care system and then focus on tax reform. 

 Now we expect in the course of the meetings on Thursday and Friday that each member 
will discuss what they think is important in the tax reform and health care discussions. 

 With respect to tax reform, I am sure they will be discussing specifically what provisions 
they believe should be kept in the code and what provisions they don’t think are quite as 
important. 

 In terms of items to keep in the code, they will be looking at tax credits, tax exemptions 
and other tax provisions.  

 We do expect there to be a discussion of the low-income housing tax credit (LIHTC), 
historic tax credit (HTC), new market tax credit (NMTC) and renewable energy tax credits 
(RETCs), among a host of other provisions. 

 I’ll post any news of note on my Twitter account. 

 My handle is @Novogradac. 

 And if you hear of anything please tweet as well and include my handle @Novogradac so I 
can retweet it.  
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HUD Deputy Secretary 

 I also wanted to discuss who is on the shortlist for deputy secretary of HUD. 

 According to HousingWire magazine, the list is down to three people. 

 As we know from Trump’s prior selections, it’s not as if he might not step outside this list, 
but it is worthy of review.  

o One is Pam Patenaude. She is the president of the J. Ronald Terwilliger 
Foundation for Housing America’s Families. 
 Pam is also the former director of housing policy at the Bipartisan Policy 

Center. 
 She was also Executive Director of the Urban Land Institute’s Terwilliger 

Center for Housing. 
 You may also recall under the George W. Bush administration, Pam was 

the HUD assistant secretary for community, planning and development. 
o Another candidate for HUD deputy secretary is Rick Lazio. 
o Rick is a former congressman who chaired the Housing Subcommittee of the 

Financial Services Committee. 
 Rick is a partner at the law firm Jones Walker and he focuses on affordable 

housing finance. 
 Rick has been a speaker at several Novogradac housing conferences over 

the years—most recently at our housing conference in New Orleans this 
past September.  

o A third candidate for deputy secretary is Brian Montgomery. 
 Brian is the former assistant secretary for housing and federal housing 

administration commissioner at HUD. 
 Brian was the acting HUD Secretary briefly back in 2009 until President 

Barack Obama’s nominee for HUD Secretary Shaun Donovan was 
confirmed by the Senate. 

 Brian got his start in housing at the Texas Department of Housing and 
Community Affairs. 

 As you can see, each candidate has a strong background in housing policy. 

 And all three are long-time advocates and supporters and see the benefits of the LIHTC. 

 Now as I noted earlier, this is a short list that’s subject to change. 

 But those of us in the housing industry should find comfort in the caliber of candidates that 
the next administration is apparently seeking.  

 The next deputy secretary will play a key role in shaping and implementing affordable 
housing policy. 

 That is because while the HUD secretary is the public face of the department, the deputy 
secretary handles the day-to-day operations as the second-most senior official at HUD. 

 HousingWire actually calls the deputy secretary job “the real power position at HUD.” 

 Now the nominee for HUD Secretary, Ben Carson, as you have heard through all the 
popular press – it has been discussed quite a bit – doesn’t have any particular specialized 
experience in housing or in running a federal agency. 

 As such, the next HUD deputy secretary is going to play an especially critical and 
important role.  

 The HUD deputy secretary is nominated by the president and then does need to be 
confirmed by the Senate. 

 As always, I’ll keep you posted on any updates. 
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Ben Carson 

 Now while we’re talking about HUD secretary nominee, Ben Carson, in last week’s 
podcast I asked listeners to weigh in on what Ben Carson’s first action should be as HUD 
secretary. 

 One Twitter user, Mark Wolf, suggested that Ben Carson meet with me. 

 I appreciate the suggestion and actually don’t think we need to wait until he’s HUD 
secretary – we could probably meet before. 

 But there were also other observations from other affordable housing leaders. 

 Diane Yentel, president of the National Low Income Housing Coalition, has urged Carson 
to expand proven solutions to end homelessness and housing poverty, once and for all. 

o She also said that the affirmatively furthering fair housing rule should fit squarely 
into the administration’s urban revitalization plan. 

 Chris Estes, president and CEO of the National Housing Conference, has said that Carson 
can make a significant positive impact on the lives of millions of Americans through a 
strong commitment to the vital work of HUD. 

 The Affordable Housing Tax Credit Coalition, on which I sit on the board, announced after 
the elections that it would work with the Trump administration to address the surging 
demand for affordable rental housing nationwide. 

o Specifically, the coalition is highlighting the importance of the LIHTC. 

 The topic of what could lie ahead for affordable housing under the new administration was 
one of the hot topics at our Novogradac housing finance conference in Vegas, earlier this 
month. 

 As I said then, “If you’re not at the table, then you’re on the menu.” 

 Affordable housing advocacy will become all-the-more important as the new administration 
and new Congress work on shaping the future of housing policy. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 

LIHTC Equity Uncertainty 

 Now let’s turn to the LIHTC more particularly as it affects broader affordable housing 
news. 

 There is some uncertainty in the equity markets for tax credits and that’s leading to some 
state allocating agencies making or consider making changes to how they are 
administering the LIHTC over the next few weeks or next few months. 

 The gains Republicans made in last month’s election have increased the likelihood that 
comprehensive tax reform will be enacted. 

 I’m stating the obvious here. 

 It doesn’t mean it will be enacted, just certainly increases the chances, and the chances 
are about as high as they have been in quite a while. 

o The prospects of significant changes to the tax code and the corresponding 
lowering of corporate tax rates has lead to disruption to the LIHTC equity 
market–and state agencies are reacting. 

 Some of their reactions: 

 In Wisconsin, where the state housing and economic development agency has extended 
the 2017 tax credit application deadline by one month, has extended it to March 3. 

o Wisconsin also has delayed the following year, 2018 application deadline, by 
three weeks. 

o The agency said it made the change because developers and consultants have 
contacted the agency about funding gaps caused by the potential drop in LIHTC 
equity pricing. 

 Another state, Delaware, has recently proposed adjusting its minimum pricing for tax 
credits upwards from 93 cents to 95 cents. 

 This is part of its 2017 draft qualified allocation plan 
o Now, the Delaware state housing authority did, quite smartly, reserve the right to 

change the amount. 
o As you can suspect, given the recent disruption, some affordable housing 

insiders think that enforcing a 95-cent minimum isn’t very realistic and I certainly 
agree. 

 Now last month, the California Tax Credit Allocation Committee asked for feedback from 
2016 awardees about whether the uncertainty has hindered their ability to meet certain 
readiness deadlines. 

o At the time of this recording California has not yet announced plans to provide 
any relief, but we do encourage them to do so and hopefully they will. 

 The key investor concern that is causing some market disruption is the uncertainty as to 
future tax rates. Housing tax credit investors invest expecting a yield.  

 That yield comes from tax credits and tax losses.  

 If marginal corporate tax rate come down, then the value of the losses correspondingly 
come down as well.   

 We are at a time where corporate tax reform is quite possible, with the goal of corporate 
tax reform being to lower marginal tax rates.  

 In the face of this uncertainty, investors have reacted in different ways. 

 Some have decided to take a pause – I don’t quite know how long – and wait to see what 
happens.   
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 Others are selecting a marginal tax rate that they believe is most likely, and then pricing 
the transaction accordingly and moving forward if the project is still financially feasible.   

 Still others are inserting tax credit adjuster language to true up to what the ultimate 
changes in the future tax laws are. 

 Dirk Wallace, a partner in our Dover office, has been running schedules to help 
developers, investors and syndicators assess the ranges of potential effects. 

 Now with that said, I want to assure you that LIHTC properties are still finding investors 
and transactions are still closing.   

o Unfortunately, equity pricing is declining.  
o The transactions that are closing oftentimes need to have some sort of 

modifications. 
o The effect of the decline of pricing is felt the least if you’re a 9 percent transaction 

in a difficult to develop area or a qualified census tract and you don’t have a lot of 
soft debt with accruing interest expense. 

o Conversely, declines of pricing are being felt most significantly in tax-exempt 
bond projects that are outside of qualified census tracts or difficult to develop 
areas that have lots of soft debt with accruing interest. 

o In the coming weeks, Novogradac & Company will be releasing a report on the 
ways in which potential tax reform and how actual tax reform can affect the value 
of LIHTCs and correspondingly tax credit pricing.  

o So do please look out for that report. 

 Also, we will discuss the shifting equity market at the Novogradac Tax Credit Developers 
Conference in Miami. 

o Industry experts will share their thoughts about what’s coming and how to 
prepare for 2017. 

o The conference is Jan. 5 and 6 and there is still time to sign up. 

 Just go to www.novoco.com and register. 

 In addition to concerns about after-tax yields, investors are also concerned about the 
effect of tax reform on their published GAAP earnings.  

 To help explain what some of the possible outcomes are from a GAAP accounting 
perspective, we published a blog post last Friday.   

 This blog post focuses on the possible one time balance sheet impairments as well as the 
effect on future income recognition of existing housing tax credit investments.   

 You can find the blog post on our web site.   

 Also, please email any questions that you have about GAAP accounting or LIHTCs to 
cpas@novoco.com.   

 We’re going to be aggregating questions and releasing a fuller, more thorough analysis of 
GAAP effects early next year. 

 And if you and/or your colleagues work in other tax credit areas, please watch our blog for 
additional analysis of the GAAP effects on other tax credits, most noticeably NMTCs, 
HTCs and RETCs. 

 Once again, email any questions to cpas@novoco.com.   

LIHTC Poverty Analysis Report   

 In other news, another source has weighed in to report that there is little to no evidence 
linking LIHTC housing to increases in concentrated poverty. 

o In fact the report found some evidence that LIHTC developments are reducing 
poverty rates in high-poverty neighborhoods over time. 

http://www.novoco.com/
mailto:cpas@novoco.com
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 The report was published in the Journal of Housing Economics.  

 And it examined two central questions: 
o The first question asked was, “how do incomes of tenants in tax credit properties 

compare to local tract level poverty rates?”   
 The answer to this question will help to determine if tenants of tax credit 

properties are better or worse off than their neighbors. 
o The second question asked whether constructing tax credit developments is 

associated with changes in the neighborhood poverty rate over time.  

 So the results? 

 Well regarding the first question, the report found that tenants moving into housing tax 
credit developments do tend to be more impoverished than other residents in their 
neighborhood.  

o 36 percent of housing tax credit households live in poverty compared to 18 
percent of residents in the surrounding neighborhoods. 

o The report notes this could be because higher levels of rental assistance are 
provided in higher-poverty neighborhoods.   

o The finding could also be due to nonprofit developers tending to aid lower income 
households that don’t have other rental assistance. 

 Regarding the second question, the report found that additional tax credit units in higher-
poverty neighborhoods are associated with a 2 percentage point decline in the 
neighborhood poverty rate. 

 Regarding the broader, concentration of poverty question, the report found that poverty 
concentration is lower in years when more units have been placed in service. 

o This suggests that building LIHTC units does not increase concentrated poverty. 

 In light of potential comprehensive tax reform, or at least corporate tax reform these 
reports are important evidence as to how the program benefits low-income families, their 
communities and the economy at large.  

 The report is titled “Poverty Concentration and the Low Income Housing Tax Credit: 
Effects of Siting and Tenant Composition.”  


