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

Financial Accounting Standards Board’s Emerging Issues Task Force’s decision to allow 

changes in how to account for tax credit investments, recently issued Community Reinvestment 

Act guidance and the latest information about tax reform. In low-income housing tax credit 

news, he details the release of the 2014 difficult development areas (DDAs) and a 

Congressional Budget Office proposal about the deficit reduction savings from the repeal of the 

low-income housing tax credit. In historic tax credit news, he has information about the latest 

Advisory Council on Historic Preservation meeting and legislation in Wisconsin that would 

double the state’s historic tax credit. In new markets tax credit news, he shares remarks from 

Comptroller of the Currency Thomas Curry about how the new markets tax credit can be used 

by banks to meet Community Reinvestment Act requirements. In renewable energy tax credit 

news, he alerts listeners to the opening of the nomination round for the first Novogradac Journal 

of Tax Credits Renewable Energy Power Awards.      
 

 

 

Summaries of each topic:  
1. General News (2:25 – 11:09) Pages 2-4 

2. Low-Income Housing Tax Credits (11:10 – 18:12) Pages 5-7 

3. Historic Tax Credits (18:13 – 20:24) Page 8 

4. New Markets Tax Credits (20:25 – 21:24) Page 9 

5. Renewable Energy Tax Credits (21:25 – 22:25) Page 10 
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GENERAL NEWS 
 

EITF Meeting on Tax Credit Accounting 
 

• As I mentioned in last week’s Tax Credit Tuesday podcast, the Financial Accounting 
Standards Board’s Emerging Issues Task Force met Nov. 14 to discuss how to account 
for investments in tax credit projects.   

• And we have excellent news to report. 
• The Emerging Issues Task Force, or EITF, approved several generally accepted 

accounting principles, or GAAP, changes for the low-income housing tax credit.  
• It decided, unfortunately, not to extend those changes to other tax credit investments at 

this time. 
• The staff discussed four issues.  

1. The possible classification of the investment as a deferred tax asset, 
 which, as we mentioned before, would be very bad for the tax credit 

industry. 
2. Whether the guidance should extend to other tax credit investments. 
3. The application of the proportional method of amortization, principally over the 

credit period or over the credit and loss period.   
4. If the task force should re-expose its conclusion through a revised Exposure 

Draft, which would delay implementation. 
• The EITF discussed the issues with staff for about an hour and a half on Thursday.  
• In general, the task force members were in agreement about applying the staff’s 

recommendations to the low-income housing tax credit.  
• They were less certain about applying the changes to other types of tax credit 

investments at this time.  
• During the meeting, several votes were taken.  
• The EITF ultimately, recommended the following: 

1. The investment in a low-income housing tax credit property should not be 
classified as a deferred tax asset.  
 Rather, it is an investment. 
 It can be counted a deferred tax asset as the tax credits are generated. 

2. The guidance should not be applied to other types of tax credit investments at 
this time. 
 Members expressed concern about a lack of comments from industry 

stakeholders. 
• One member said that only about one-third of the comment letters 

received mentioned other types of tax credits. 
 Another member wanted staff to conduct more research on the other tax 

credit investments.  
 It sounds like the task force is open to applying the guidance to other tax 

credits, but that they would like staff to gather a little more information 
about the other tax credit programs first.  

 I’ll send out a tweet when the EITF issues an Exposure Draft that 
expands and looks into other tax credits.  

3. The EITF agreed to use the primary source of economic benefit for determining 
the pattern of amortization, with some revisions. 

4. The EITF agreed to issue final guidance for the low-income housing tax credit. 
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 It will not be releasing an additional exposure draft for low-income 
housing tax credit investments.  

• This means that the EITF will now submit its recommendations to the Financial 
Accounting Standards Board, or FASB.  

• The FASB provides final approval of the changes. 
• The FASB will consider the matters at its Dec. 11 meeting.  
• The changes are a win for the low-income housing tax credit community. 
• At a minimum, this change should, over time, help with equity pricing for non-CRA 

investments as well tax credit investments with high loss to credit ratios, like many tax-
exempt bond financed tax credit developments. 

• I am hopeful that the board will extend the same considerations to the other tax credits.  
• As I mentioned earlier, I will let you know as soon as the EITF issues an exposure draft 

for the other tax credits.  
• I will send a tweet and a breaking news item.  
• I will also cover any Exposure Drafts in future podcasts.  

 
Agencies Release Interagency Q&A on CRA 

• Now, let’s move from the good news on LIHTC investments to news about the 
Community Reinvestment Act.  

• On Nov. 15, the Federal Reserve Board, Federal Deposit Insurance Corporation and 
Office of the Comptroller of the Currency issued a joint press release about a final set of 
revisions to its "Interagency Questions and Answers Regarding Community 
Reinvestment." 

• The agencies use the Q&A document to provide additional guidance on the Community 
Reinvestment Act, or CRA, regulations.  

• The notice addresses community development questions. 
• The agencies proposed the changes to five existing questions and proposed adding two 

new questions to its guidance. 
• The questions appeared in a March 18, 2013 Federal Register notice. 
• The agencies accepted comments until May 18, 2013. 
• They received comments from approximately 200 different parties. 
• The agencies reviewed the comments, made minor revisions to the proposed language 

in the regulations and on Friday issued their final guidance.  
• Specifically, the questions  

o Clarify how the agencies consider community development activities that benefit 
a broader statewide or regional area that includes an institution’s assessment 
area. 

o Provide guidance related to CRA consideration of, and documentation 
associated with, investments in nationwide funds. 

o Clarify the consideration of community development services, such as serving on 
an organization’s board of directors. 

o Address the treatment of loans or investments to organizations that invest those 
funds and use only a portion of the income from the investment to support 
community development. 

o Clarify that community development lending performance is always considered in 
a large institution’s lending test rating. 
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• I’d encourage you to review the revised and new guidance, as much of it is favorable to 
those interested in investing in tax credits. 

• You can find copies of the notice, which includes the proposed language, summaries of 
comments received by the agencies and the final adopted language at the Community 
Reinvestment Act Resource Center.  

• We’d like to encourage you to send us comments on your thoughts on the impact these 
regulations are likely to have on bank investing in CRA-eligible investments. 

• Send your comments and emails to CPAs@novoco.com. 
• Much of the impact of the regulations will be a function as to how the regulators 

themselves implement them. 
• Any feedback you have on that concept, we’d appreciate hearing from you as well.  

Tax Reform 
 

• As you may have heard by now, Ways and Means Chairman Dave Camp and other 
senior leaders from his committee met with Republican House Leadership last week 
about the prospects for tax reform. 

• After the meeting, it became ever clearer that Republican Leadership is concerned about 
the politics around tax reform proposals, and they’re unsure of the most effective way to 
move forward, absent a way to see ultimate passage. 

• We do expect Chairman Camp to continue to refine his proposal, but the chances of a 
public release becomes less likely as time moves on and the November 2014 elections 
get closer. 

• Also last week, Senate Finance Committee Chairman Max Baucus postponed until today 
a Senate Finance Committee meeting to discuss three of his tax reform drafts.   

o They are discussion drafts, but they could also include some legislative 
language. 

• I should touch on the Budget Conference Committee last week.  
• It held a second public meeting and were briefed by Congressional Budget Office (CBO) 

Director, Doug Elmendorf on CBO’s “Options for Reducing the Deficit: 2014-2023”  
• In there, there is some reference to the low-income housing tax credit, which I’ll discuss 

later in the podcast. 
• I should note that Paul Ryan has said that the Budget Conference Committee may not 

complete their work before the Dec. 13 date.   
• This comment reinforces my belief that the principal benefit from the Budget Conference 

will hopefully be to find sufficient middle ground to avoid a government shutdown on 
January 15th, and allow for a debt increase by Feb. 7, or shortly thereafter. 
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LOW-INCOME HOUSING TAX CREDIT NEWS 
 
HUD Designates 2014 DDAs 
 

• In low-income housing tax credit news, HUD last week designated difficult development 
areas or DDAs for 2014. 

• HUD also announced that in 2016 it will begin to use small area fair market rents instead 
of metropolitan-area fair market rents to designate metropolitan DDAs. 

• It is unclear at this time as to what impact this might have on DDAs in the future.  
• HUD makes new DDA designations every year for each of the 50 states, the District of 

Columbia, Puerto Rico, American Samoa, Guam, the Northern Mariana Islands and the 
U.S. Virgin Islands. 

• The 2014 DDAs are based on final fiscal year 2013 fair market rents, fiscal year 2013 
income limits and 2010 Census population counts. 

• Low-income housing tax credit properties in DDAs are eligible for as much as 30 percent 
more tax credit subsidy than those not in DDAs. 

• Here’s a summary of the 2014 DDAs compared to 2013. 
• HUD added 92 non-metro counties to the DDA list and dropped 108. 
• HUD also added 11 metro areas and dropped three 
• This led to a net increase of eight metro areas. 
• Florida lost the most metro areas, with four lost and one gained. 
• Texas lost 30 non-metro areas. 
• Meanwhile, its neighbor to west, New Mexico, saw the biggest gain with 16 non-metro 

areas added. 
• California dropped six non-metro counties but didn’t add any new ones. 
• Arizona, Florida, Illinois, Indiana, Nebraska, Nevada, New York and Puerto Rico all 

dropped non-metro counties without gaining any new ones. 
• Georgia, North Carolina, South Carolina, Texas and Vermont all added metro areas after 

not having any last year. 
• In terms of qualified census tracts, the 2014 QCTs will remain the same as 2013. 
• QCTs, which also qualify for a 30 percent basis boost, are designated based on data 

from the American Community Survey, which is collected every five years. 
• As I reported in last week’s podcast, HUD plans to only release new QCTs when all the 

data is new, so every five years. 
• That means HUD will not re-designate QCTs until 2018. 
• I encourage you to check out the changes on our QCT and DDA page at 

www.taxcredithousing.com. 
• I also encourage you to contact my colleagues Jim Kroger and Thomas Stagg with any 

questions that you may have about the 2014 designations and what they could mean for 
your property. 

 
 
CBO Report: Repeal LIHTC as Option to Reduce Deficit 
 

• As I mentioned earlier, the Congressional Budget Office, or CBO, released a report last 
week on ways to reduce the federal deficit by 2023. 

http://www.taxcredithousing.com/
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• The report presents 103 options designed to decrease federal spending or increase 
federal revenue during the next 10 years. 

• It’s important to note that the CBO stated that its report is merely a list of options and 
that it makes no specific recommendations.  

• The CBO said options included in the report come from sources like  
o proposed legislation,  
o congressional offices,  
o federal government entities and  
o the private sector. 

• Options cover several areas including defense, energy, Social Security and the tax code. 
• One of the options listed was to repeal the low-income housing tax credit in January 

2014. 
• The Joint Committee on Taxation said that repealing the low-income housing tax credit 

would save the federal government $41 billion in revenue over 10 years. 
• Now I note that the $41 billion score is a conventional score. 
• It is commonly referred to as a static score, even though it is not technically a static 

score, it’s more a conventional score where macro economic or more dynamic impacts 
aren’t considered. 

• If a macro economic score was done, many believe the $41 billion number might be 
less. 

• As we stated in prior podcasts, many believe that over a 10-year period when you’re 
generating close to 100,000 new units a year, and you have a million units over 10 
years, that that level of additional economic activity more than pays for that $41 billion. 

• That said, the CBO did present the report with the $41 billion revenue calculation and 
the CBO presented the idea of using part or all of the money saved to increase funding 
for initiatives like the Section 8 voucher program. 

• Unfortunately, the CBO repeated a view that the Section 8 program is less expensive 
than the low-income housing tax credit. 

• Now, I certainly support increasing funding to the voucher program, because it has taken 
a big hit from sequestration cuts.  

• However, Congress should do that at the expense of the Low-Income Housing Tax 
Credit program. 

• Those outside the affordable housing industry may believe that the voucher program and 
the tax credit program are interchangeable, but those within the community know they 
are not.  

• Both have the same purpose of housing low-income families, but their functions are 
notably different. 

• The Housing Choice Voucher program, or Section 8 program, subsidizes rent for low-
income families in eligible properties. 

• The low-income housing tax credit provides an incentive for developers to build, 
rehabilitate and preserve affordable housing. 

• The CBO mentioned this last point in its report. 
• It said that, unlike tenant-based vouchers, low-income housing tax credits support 

neighborhood revitalization through new construction and the rehabilitation of existing 
buildings. 

• I’d like to point out that other options listed in the CBO report greatly eclipse the $41 
billion that could supposedly be saved by repealing the low-income housing tax credit. 
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• According to the budget report, the three options that could yield the greatest savings 
between 2014 and 2023 are 

o Imposing a tax on greenhouse gas emissions to save more than $1 trillion. 
o Eliminating deduction for state and local taxes to save $954 billion. 
o Increasing the payroll tax rate for Medicare hospital insurance by 1 percentage 

point to save $859 billion. 
• You can find a copy of the CBO report at www.taxcredithousing.com.  

  

http://www.taxcredithousing.com/
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HISTORIC TAX CREDIT NEWS 
 

Advisory Council on Historic Preservation Meeting 
 

• In historic tax credit news, I begin with information about a recent meeting of the 
Advisory Council on Historic Preservation, or ACHP. 

• ACHP held its quarterly meeting last week.  
• ACHP advises the president and Congress on national historic preservation policy and 

counsels them on federal actions that affect properties listed or that are eligible for listing 
on the National Register of Historic Places. 

• Last week’s agenda covered several topics, including: 
o Working with Indian tribes,  
o Amendments to the National Historic Preservation Act, 
o ACHP’s legislative agenda,  
o Recent legislation related to historic preservation and  
o Planning for the 50th Anniversary of the National Historic Preservation Act in 

2016. 
• ACHP meetings are open to the public. 
• Details about the meeting, including an outline of the agenda, can be found at 

www.historictaxcredits.com.  
 
Wisconsin HTC Increase Legislation Awaits Governor’s Signature  
 

• In other historic tax credit news, I’d like to discuss a recent update in Wisconsin’s effort 
to double its historic preservation tax credit. 

o Last week, the Senate passed Senate Bill 4 with a 31-2 vote. 
• S.B. 4 amends the credit so that historic buildings would receive a 20 percent credit for 

qualified rehabilitation expenses. 
o It also would create a 5 percent credit for older, non-historic buildings built prior 

to 1936, and  
o Would make the credit transferable.  

• Doubling the credit rate is expected to increase new claims by almost $3.6 million 
annually, according to a fiscal impact analysis by the Department of Revenue. 

• The Wisconsin Historical Society also submitted a fiscal impact analysis. 
• It estimated that doubling the historic tax credit would result in about 42 additional 

income-producing tax credit developments annually.  
• The state Assembly passed the bill in October. 
• It has now been sent to Gov. Scott Walker and awaits his signature. 
• A more detailed description of the bill can be found in the Oct. 22 edition of the podcast.  
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NEW MARKETS TAX CREDIT NEWS 
 

Curry Speaks in Favor of NMTC 
 

• In new markets tax credit news, I have more about the Community Reinvestment Act. 
• Comptroller of the Currency Thomas Curry gave a speech last week at the National 

Community Investment Fund, NCIF, Annual Development Banking Conference in 
Chicago. 

• He spoke about exploring different ways to meet Community Reinvestment Act 
considerations. 

• He specifically mentioned the new markets tax credit and highlighted a transaction 
where a CDFI bank used new markets tax credits in a community-scale wind energy 
project. 

• He encouraged banks to continue expanding available resources for serving low- and 
moderate-income individuals and communities. 

• You can find a copy of his speech at www.newmarketscredits.com.  
 
Urban Institute NMTC Report 

• Also at the end of last week, the Urban Institute released a report about the new markets 
tax credit. 

• We’re still digesting what it means and will report on that in next week’s podcast.  

  

http://www.newmarketscredits.com/
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RENEWABLE ENERGY TAX CREDIT NEWS 
 

Novogradac Journal of Tax Credits Renewable Energy Power Awards 
 

• In renewable energy news, I have some exciting news about the launch of the 
Novogradac Journal of Tax Credits Renewable Energy Power Awards. 

• The Power Awards honor renewable energy tax credit projects that have had a positive 
impact on job creation as well as its host community's energy footprint. 

• We are now accepting nominations in three categories. 
• Tax credit developments will be recognized in the following areas:  

1. Financial Innovation,  
2. Overcoming Obstacles and  
3. Small Community Projects. 

• We will honor the winners at our spring Financing Renewable Energy Conference in San 
Francisco, Calif. being held on April 24 and 25. 

• The deadline to nominate a project is Thursday, Dec. 19.  
• You can learn more about the awards and nomination process at the Renewable Energy 

Tax Credit Resource Center. 
• We look forward to receiving your nomination. 

  
 


