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In this week’s Tax Credit Tuesday Podcast, Michael J. Novogradac, CPA, talks about 

Congressional committee assignments and leadership changes at the CDFI Fund, FHFA, HUD 

and Treasury. He discusses opportunity zones news and proposed regulations for the base-

erosion and anti-abuse tax. He also provides a brief update on a Montana state low-income 

housing tax credit proposal and the latest qualified equity investment report from the CDFI 

Fund. 
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GENERAL NEWS 

Senate Confirms Treasury Deputy Secretary  

 The big news, this week and last, has been announced and confirmed leadership 

changes at several federal agencies and departments. 

 Now starting with Treasury, the Senate confirmed Justin Muzinich as Treasury deputy 

secretary. 

 This confirmation occurred last Tuesday, by a vote of 55 to 44.  

 Muzinich played a key role in the negotiation of the 2017 tax law.  

 And his new role as deputy secretary will likely have him focused on financial regulation, 

legislative affairs, as well as enforcing the new tax law.  

Trump Nominates Calabria 

 Now turning to the Federal Housing Finance Agency, or FHFA, President Donald Trump 

last week nominated Mark Calabria to serve as the director of the FHFA when Mel 

Watt’s term expires this January.  

 Now this appointment has significant implications for affordable housing.  

 Calabria is currently the chief economist for Vice President Mike Pence.  

 But more importantly, Calabria has been a critic of the housing government sponsored 

enterprises, Fannie Mae and Freddie Mac, or the GSEs, and he’s been a long-time 

advocate for housing reform.  

 Now Calabria does have quite an impressive resume.  

 Here’s a list of where he’s worked and jobs he’s held.  

 He served as: 

o Deputy Assistant Secretary for Regulatory Affairs at HUD 

o He worked at the Harvard Joint Center for Housing Studies  

o He worked with the National Association of Home Builders  

o He worked with the National Association of Realtors, 

o And he was a senior staff member for the Senate Committee on Banking, 

Housing, and Urban Affairs, where he worked for former Chairman Richard 

Shelby of Alabama.  

 While in that role, Calabria was one of the lead drafters of the Housing and Economic 

Recovery Act of 2008. 

 That, by the way, is the legislation that created the FHFA. 

 Now regarding affordable housing, Calabria’s stance is concern for some housing 

advocates. 

 Calabria has long been an advocate of housing choice vouchers as an alternative to low -

income housing tax credits (LIHTCs) and other supply-side housing programs. 

 Now as head of the FHFA, he won’t be in a position to repeal the credit, but while he’s in 

charge of Fannie and Freddie, he would be capable of stopping their equity investments 

in the LIHTC. 

o As you recall, Fannie and Freddie just got back in the market as investors in the 

LIHTC. 

 Calabria could also cut off GSE funding of the Housing Trust Fund and Capital Magnet 

Fund. 
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 Fannie and Freddie’s investments in LIHTC equity, the Housing Trust Fund and Capital 

Magnet Fund are all subject to the FHFA chief’s approval because the enti ties are in 

conservatorship. 

o Now Calabria’s appointment is subject to Senate approval. 

o So, with a firm Republican majority, that appears not to be a problem. 

 Now, current director Watt’s term ends Jan. 6. 

 Now given that the Senate’s not likely to confirm Calabria before Jan. 6, the Trump 

administration is expected to name an acting director after Watt’s term ends.  

 Press reports indicate that Comptroller of the Currency Joseph Otting is a likely 

candidate. 

 Otting is already a Senate-confirmed official and a financial regulator. 

 The Office of the Comptroller of the Currency is also located in the same building as 

FHFA. 

HUD Deputy Secretary Pam Patenaude Resigns 

 So just as Treasury gains a deputy secretary, it was announced yesterday that HUD will 

be saying goodbye to its own deputy secretary, Pam Patenaude. 

 Patenaude has been in office since September 2017.  

 She published a statement yesterday announcing her decision to leave HUD in the new 

year. 

 Now before her current tenure as HUD deputy secretary, Patenaude was the president 

of the J. Ronald Terwilliger Foundation for Housing America’s Families.  

 She was also the director of housing policy at the Bipartisan Policy Center.  

 Under the George W. Bush Administration, she served as HUD assistant secretary for 

Community, Planning and Development. 

 I want to thank Pam Patenaude for her years of service to the affordable housing 

community, and I do wish her well in her future endeavors.  

o We do hope we get to work with her again. 

 Now, Federal Housing Administration Commissioner Brian Montgomery is expected to 

serve as HUD’s acting deputy secretary while maintaining his role as FHA commissioner 

until a new Deputy Secretary is nominated and confirmed.  

Donovan Stepping Down 

 To close out our list of leadership changes, we turn to the CDFI Fund. 

 The CDFI Fund will also see a change next month. 

 Annie Donovan announced last week that she will be stepping down as the director of 

the CDFI Fund in January. 

 Now Donovan was appointed a little more than four years ago, and she said that Jodie 

Harris will succeed her as director. 

o This announcement was made at the New Markets Tax Credit Coalition annual 

conference in Washington, D.C., last week. 

 As you know, the CDFI Fund oversees the New Markets Tax Credit (NMTC) program, as 

well as the Capital Magnet Fund and other significant community development 

programs. 

 Donovan said she will leave the job Jan. 4. 

 Now Donovan oversaw the CDFI Fund during a period of some significant 

accomplishments. 
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o She oversaw several rounds of NMTC awards, including the largest-ever of $7 

billion. 

o Donovan helped oversee the modernization of the CDFI Fund’s online reporting 

systems as well, and she also emphasized the integration of data into policy-

making. 

 Now her successor, Harris, is the director of small business, community development 

and housing policy in the Office of Financial Institutions at the Treasury Department.  

o Harris was previously at the CDFI Fund. 

o She was in charge of the Bank Enterprise Award program and was an advisor to 

Donna Gambrell, who preceded Donovan as CDFI Director. 

o Harris has 25 years of experience in the public and private sectors. 

 We thank Annie Donovan for her years of work with the CDFI Fund and wish Jodie 

Harris the best of luck in her new leadership role.  

Congressional Committee Assignments 

 Let’s switch gears now and move from the executive branch of leadership changes to 

Congress and congressional committee assignments.  

 Over the last week or so, Republicans and Democrats have announced committee 

memberships and leadership positions.  

 Now in the House, as expected, Rep. Richard Neal will take the gavel as chairman for 

the House Ways and Means Committee. 

o And current chairman Kevin Brady will become ranking member.  

 Now Nita Lowey of New York will become chairwoman of the Appropriations Committee. 

o And Kay Granger of Texas will take the top Republican seat on that committee. 

 Now turning to financial services, Maxine Waters of California will take over as 

chairwoman. 

o And the current chairman, Jeb Hensarling of Texas, is retiring after reaching his 

six-year term limit as chairman. 

o And Patrick McHenry of North Carolina will take Hensarling’s place as the top 

Republican on the Financial Services Committee, all of this in January. 

 Now as noted previously, Republicans did maintain control of the Senate, actually 

gained two seats. 

 The Senate Finance Committee is expecting some new members, in addition to a 

leadership change. 

 Finance Committee Chairman Orrin Hatch, as you know from prior podcasts, is retiring 

at the end of this year. 

 Chuck Grassley will be taking his place as chairman. 

 However, Ron Wyden, Democrat, will remain ranking member. 

 The Senate Finance Committee will also welcome two new Democrats this year: 

o Sens. Maggie Hassan of New Hampshire and Catherine Cortez Masto of 

Nevada. 

o Now Hassan and Masto will replace two committee members who lost their seats 

in November. 

 Namely, Bill Nelson of Florida and Claire McCaskill of Missouri.  

 Turning to the Republican side of the Senate Finance Committee. 

 They’ll need to replace vacancies created by Sen. Hatch’s retirement, Chairman Hatch’s 

retirement, and Sen. Heller’s loss for reelection in Nevada.  

o Now Senate leadership may also add another Republican seat or two. 
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 Now we hear from many folks that Sen. Todd Young is in line for a seat on the Senate 

Finance Committee. 

 There are also several other names floating around for the additional vacant Republican 

seat or seats on the committee. 

 Now turning to the Senate Banking Committee, Mike Crapo will return as chairman and 

Sherrod Brown will return as the Democrat ranking member. 

 Now two Democrats will be joining the Senate Banking Committee: Sen.-elect Kyrsten 

Sinema of Arizona and Tina Smith of Minnesota. 

o Sinema and Smith are taking the seats of departing members Heidi Heitkamp of 

North Dakota and Joe Donnelly of Indiana. 

 Now Senate Republicans are expected to make committee assignments shortly.  

o They will need to replace departing members Bob Corker of Tennessee and 

Dean Heller of Nevada. 

o Senate leadership may also add another Republican seat or two to this 

committee. 

 Now turning to appropriations. 

 Richard Shelby of Alabama will remain as chairman, and Susan Collins of Maine will 

remain chairwoman of the Transportation-HUD Subcommittee. 

o Patrick Leahy of Vermont will continue as ranking member of the full Senate 

Appropriations Committee, with Jack Reed of Rhode Island remaining as the 

ranking member of the Transportation-HUD Subcommittee. 

o Now given that no Senate Appropriations Democrats retired or lost reelection, no 

new Democrats were added to the committee. 

 Now the full Senate will ratify memberships when Congress convenes in January.  

 The House, by the way, has not yet made committee assignments, but are expected to 

do so no later than early January.  

OZ Regulations 

 Let’s talk now about opportunity zones. 

 Treasury plans to release another tranche of opportunity zones regulations this January. 

o This news came from Treasury Assistant Secretary for Tax Policy David Kautter, 

as reported by Tax Notes and Bloomberg BNA. 

 Kautter said the new regulations will explain how the tax incentive will operate in 

underserved communities.  

 As you know, the Treasury released the first set of regulations in October. 

 Now Kautter said that the first tranche provided rules for getting funds up and operating.  

 He said the second set of rules will be more about the operational aspects of funds, such 

as what “substantially all” means in several different provisions. 

 Senate Finance Committee member Rob Portman, I should note, has said publically  

that the upcoming rules will clarify that an opportunity zones business is not required to 

generate 50 percent of its sales revenue from within an underserved community from 

within an opportunity zone. 

 Portman said he’s glad the rules will make that clarification because the requirement 

would have prevented some investors from investing in opportunity zones. 

 This is an issue we have been pointing out through our Opportunity Zones Working 

Group and we do hope that Sen. Portman’s comments are accurate.  

 Now I’ll keep you posted in future podcasts about any other details that emerge about 

the upcoming guidance. 
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 And a reminder, comments on the first set of regulations are due by Dec. 28. 

 If you would like to contribute to those comments, I would recommend that you to join 

our Opportunity Zone Working Group. 

 To do so, contact my partner and the working group’s lead, John Sciarretti, in our Dover, 

Ohio office. 

 Or, if you want to do it online, go to the Opportunity Zones Resource Center, click on the 

Opportunity Zones Working Group link, and submit an online application. 

OZ Council 

 Now staying on the topic of opportunity zones, President Trump last Wednesday signed 

an executive order to create the White House Opportunity and Revitalization Council.  

 This council will work across agencies to prioritize or focus federal investments and 

programs on urban and economically distressed communities, including opportunity 

zones.  

 Now the council is going to assess ways to minimize regulatory and administrative costs 

of investing in opportunity zones. 

 HUD Secretary Ben Carson will lead the group, which will include representatives from 

13 federal agencies. 

 What’s the timeline? 

 Well the council is required to submit a working plan to the president within 90 days of 

the executive order. 

 And within 210 days, the council must list federal policy recommendations that can 

encourage public and private investment in Opportunity Zones.  

 Now the council will also need to share a list of recommended changes to federal 

policies to support state and local governments using federal resources in all 

economically distressed communities; as well as share best practices resulting from the 

integration of public and private investments to increase economic growth, encourage 

new business formation, and revitalize communities. 

 All of this within one year of the order. 

 We at Novogradac will be monitoring this council closely, and we’ll report back in future 

podcasts. 

 Bill Would Allow Disaster OZs 

 Now for opportunity zones disaster legislation. 

 Rep. Mark Meadows, a Republican from North Carolina, introduced legislation that 

would allow parts of disaster areas to be designated as opportunity zones. 

 Meadows’ legislation, which is called the Disaster Recovery and Opportunity Act of 

2018, would allow governors to declare up to 5 percent of federally declared disaster 

area tracts as opportunity zones. 

o This would be in addition to any opportunity zones that already exist in the state. 

 Meadows’ bill was assigned to the House Ways and Means Committee.  

 Now of course, with this session of Congress ending, it will have to be re-introduced 

when a new session of Congress begins in January. 

Proposed BEAT Regulations 

 Next, I have some news from the IRS on the BEAT. 

 The IRS Thursday released a set of proposed regulations on the base erosion and anti -

abuse tax, or what’s commonly referred to as the BEAT. 
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 The proposed regulations provide guidance for determining whether a taxpayer is 

subject to the BEAT, as well as the rules for computing the taxpayer’s BEAT liability. 

 Now taxpayers have been eagerly awaiting guidance since the BEAT was signed into 

law as part of the 2017 tax bill. 

 Now remember these things about the BEAT: 

o The BEAT imposes a minimum tax on international corporations that deduct for 

U.S. tax purposes payments to foreign subsidiaries and related parties.  

 Now those involved in community development, affordable housing, 

renewable energy and historic preservation are concerned as to how 

these communities could be impacted by the BEAT. 

o Well essentially, through 2025 only 80 percent of low income housing and 

renewable energy tax credits (RETCs) can be claimed against BEAT liability if 

such tax liability is greater than regular tax liability. 

o And after 2025, taxpayers cannot claim any renewable energy or LIHTCs against 

BEAT liability.  

o And for NMTCs and historic tax credits (HTCs), they cannot be claimed against 

BEAT liability at all, ever. 

 Obviously these limitations affect the demand that these companies serve to BEAT 

would have for these four credits.  

 Now the BEAT tax is generally a lower transitional rate of 5 percent for 2018. 

 However that lower transitional rate of 5 percent rises to 10 percent for the years  2019 to 

2025. 

o After that, it’s 12.5 percent. 

o By the way, banks and securities dealers have rates that are one percent higher 

than these amounts. 

 Now as I said, the proposed rules detail:  

o which taxpayers are subject to the BEAT, 

o how to determine a base erosion payment, 

o how to calculate the base erosion minimum tax amount and 

o what the required BEAT would be, the actual tax payment, resulting from the 

above calculation. 

 Now these proposed regulations did come as a relief to many multinational corporations 

who are concerned as to how broadly the BEAT would be applied. 

o Multinational corporations with U.S. operations generally will make payments to 

non-U.S. affiliates. 

o And such payments are generally deductible and minimize U.S. tax liability. 

o Oftentimes they are actually payments back and forth that become both 

deductions and income.  

o Now in general, under the BEAT, payments to foreign affiliates are not 

deductible. 

o Now corporations have been concerned as to how broadly proposed regulations 

would limit deducting such payments.  

o Now the good news for many of these multinational corporations is that the 

proposed regulations would apply BEAT to only a portion, only allow a portion of 

the payments, instead of the entire gross amounts. 

 Now it’s a complicated topic. 

 If you have questions about the proposed regulations, please contact my partner Nicolo 

Pinoli. 
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 And we’re still waiting to see what impact these proposed regulations will have on the 

LIHTC, renewable energy investment tax credit, HTC, NMTC investing markets and we’ll 

report back in future podcasts as details emerge.  
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OTHER NEWS 
 In other news, legislation to create a state workforce housing tax credit has been 

introduced in Montana. 

 Under the bill, a state program would be created that largely mirrors the federal LIHTC. 

o However, it would be used to match federal 4 percent tax credit awards. 

 The bill would create an annual allocation of up to $8.5 million in state credits and it 

would start in 2022. 

o We’ll keep an eye on that legislation and report back in future podcasts. 

 Now in community development news, the CDFI Fund recently released its latest 

Qualified Equity Investment Issuance Report.  

 As of the report’s Dec. 3 release, the amount of NMTC allocation authority still available 

is $2.8 billion.  

 As noted, much of that’s been soft-circled. 

 Now if you’d like to see the latest QEI Report, go to www.newmarketscredits.com.  

 And by the way, the Novogradac 2019 New Markets Tax Credit Conference is right 

around the corner.  

o January of 2019. 

 It’s going to be specifically Jan. 24-25, 2019, in San Diego.  

 You can register now. 

 Please go to www.novoco.com/events. 

 

  

http://www.newmarketscredits.com/
http://www.novoco.com/events
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