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FASB Issues New Accounting Rules for
Investments in Tax Credit Structures
Reporting entities can now elect to account for qualifying tax equity investments
using the proportional amortization method.

Jason Bramwell •  Apr. 14, 2023

The Financial Accounting Standards Board (FASB) issued a new standard on March
29 that will allow reporting entities to consistently account for equity investments
made primarily for the purpose of receiving income tax credits and other income tax
bene�ts.

Hello. It looks like you’re using an ad blocker that may prevent our website from
working properly. To receive the best experience possible, please make sure any blockers
are switched off and refresh the page.

If you have any questions or need help you can email us

https://www.cpapracticeadvisor.com/contributor/jason-bramwell
https://www.fasb.org/Page/Document?pdf=ASU%202023-02%E2%80%94Investments%E2%80%94Equity%20Method%20and%20Joint%20Ventures%20(Topic%20323)%E2%80%94Accounting%20for%20Investments%20in%20Tax%20Credit%20Structures%20Using%20the%20Proportional%20Amortization%20Method.pdf&title=ACCOUNTING%20STANDARDS%20UPDATE%202023-02%E2%80%94Investments%E2%80%94Equity%20Method%20and%20Joint%20Ventures%20(Topic%20323):%20Accounting%20for%20Investments%20in%20Tax%20Credit%20Structures%20Using%20the%20Proportional%20Amortization%20Method%20(a%20consensus%20of%20the%20Emerging%20Issues%20Task%20Force)
mailto:info@cpapracticeadvisor.com
https://www.cpapracticeadvisor.com/


Reporting entities were previously permitted to apply the proportional amortization
method only to qualifying tax equity investments in low-income housing tax credit
(LIHTC) structures.

But in recent years, stakeholders had asked the FASB to extend the application of the
proportional amortization method to qualifying tax equity investments that
generate tax credits through other programs, which resulted in the FASB’s Emerging
Issues Task Force addressing this issue.

Accounting Standards Update (ASU) No. 2023-02, Investments—Equity Method and
Joint Ventures (Topic 323): Accounting for Investments in Tax Credit Structures Using the
Proportional Amortization Method, allows reporting entities to elect to account for
qualifying tax equity investments using the proportional amortization method,
regardless of the program giving rise to the related income tax credits.

For public companies, the amendments are effective for �scal years beginning after
Dec. 15, 2023, including interim periods within those �scal years. For all other
entities, the amendments are effective for �scal years beginning after Dec. 15, 2024,
including interim periods within those �scal years. Early adoption is permitted for
all entities in any interim period.
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