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Disclaimer
Novogradac & Company LLP (“Novogradac”) is the copyright owner of this slide deck. Novogradac is making the printed
version (but not the PowerPoint file) of this slide deck and any other handouts branded with the Novogradac logo
(collectively the “Materials”) available to attendees and/or viewers of this workshop for informational and/or educational
purposes only. The Materials and attendance at the workshop are not a substitute for professional advice. By accessing the
Materials and attending the workshop, you agree to the terms of this disclaimer. You agree not to make business, financial,
and/or tax decisions based solely on the Materials and you agree that we are not responsible for any such business,
financial and/or tax decisions made by you based on the information contained in the Materials. You agree not to make
audio or video recordings of the workshop instruction. Other than as may be permitted under the Fair Use Doctrine of US
copyright law, you may not copy, cite to, or distribute the Materials, in whole or in part, without the prior written consent of an
authorized officer of Novogradac. All rights reserved 2019 by Novogradac & Company LLP. Novogradac & Company LLP is a
registered trademark of Novogradac.
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Federal HTC Program
– 20% tax credit on qualified rehabilitation
expenditures
• After the Tax Cuts and Jobs Act was signed into law, the
credit is claimed ratably over a five-year period
beginning in the taxable year in which the building is
placed in service
• Previously claimed in full in the year placed in service

– To qualify, a building must be a certified historic
structure
• Buildings individually listed on the National Register of
Historic Places or listed as a contributing building in a
National Register or state or local historic district
certified by the Secretary of the Interior

– Administered jointly by the Department of the
Interior and the Department of the Treasury

– https://www.novoco.com/resourcecenters/historic-tax-credits
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Ohio Historic Preservation Tax Credit
•

25% tax credit for owners and long-term qualified lessees of
certified historic buildings
–
–
–
–

•

$60 Million credits annually available
–

•

Claimed 100% in the year the property is PIS
Credit can be carried forward five years
The tax credit can be applied to applicable financial institutions, foreign
and domestic insurance premiums or individual income taxes.
The tax credit can be applied to applicable financial institutions, foreign
and domestic insurance premiums or individual income taxes.

$5 Million credits maximum per transaction

Applicant must have CPA certify costs if qualified rehabilitation
expenditures exceed $200,000.
–

Cost Certification audit

•

Administered by the Ohio Development Services Agency

•

Federal and state credits are applied for separately
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Pennsylvania Historic Preservation
Incentive Tax Credit Program
• 25% credit for eligible properties that qualify for the federal
tax credit
– Increased to 30 percent of the qualified expenditures in
connection with a workforce housing completed project
– Credits are awarded equitably for projects in each region of the
state
– The credit can be carried forward seven years

•

$5 Million credits annually available
– $500,000 credits maximum per transaction

•

Applicant must have CPA certify costs
– Cost Certification audit

•

Administered by the Pennsylvania Department of Community and
Economic Development

•

Federal and state credits are applied for separately
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West Virginia Historic
Rehabilitation Tax Credit Program
• 25% credit for eligible properties that qualify for
the federal tax credit
– 10 year carry forward for commercial rehabilitations

• $30 Million credits annually available
– $10 Million credits maximum per transaction
– $5 million set aside for projects with less than
$500,000 in qualified expenditures

• Administered by the West Virginia Division of
Culture and History
• Program Sunset: December 31, 2022
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Investor(s)

$3.5
Billion

Application

CDE

Investment
Authority

39%

Application

• Corporations
• Partnerships
• LLCs taxed as corporations or partnerships

Community
Development Entity

$1.365
Billion
NMTCs

Low-Income Community
© 2019

2019 APPLICATION
• 106 pages
• 44 questions
I. Business Strategy
II. Community Outcomes
III. Management Capacity
IV. Capitalization Strategy

Investor(s)

V. Info Re: Previous Awards
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Tax Liability

Investor(s)
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Examples of QALICBs might
include but are not limited to:
• Community centers
• Libraries
• Health care facilities
• Boys and girls clubs
• Charter schools
• Museums
• Grocery stores
• Manufacturing facilities

QALICBs
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Federal NMTC Program
•

Created by Congress under the Community Renewal Tax Relief Act of
2000 to encourage investment in low-income communities

•

How It Works
–
–
–

Qualified Community Development Entities (CDE) apply to the CDFI Fund for an award
of new markets tax credits.
The CDE will then seek taxpayers to make Qualifying Equity Investments (QEIs) in the
CDE.
The CDE will in turn be required to use substantially all of the QEIs to make qualified
low-income community investments (QLICI) in/to qualified active low-income
businesses (QALICBs) located in low-income communities.

•

The taxpayer will be eligible to claim a tax credit equal to 5 percent of its equity
investment in the CDE for each of the first three years and a 6 percent credit
for each of the next four years (39 percent total of 7 years).

•

NMTC expires on December 31, 2019 without an extension by Congress

•

The current list of underserved states includes Alabama, Florida, Georgia,
Indiana, Kansas, Nevada, Tennessee, Texas, West Virginia and Wyoming.
–

•

Businesses with projects in these geographies may be of particular interest to CDEs

https://www.novoco.com/resource-centers/new-markets-tax-credits
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Ohio New Markets Tax Credit Program
•

Ohio NMTCs
– 39% tax credit claimed over 7 years
•

Annual credits differ from Federal

– The tax credit can be applied to applicable financial
institutions, and foreign and domestic insurance premiums.
– CDEs must be designated for Federal purposes with a
service area including any portion of the State of Ohio
– Tax credits can be carried forward four years and can be
transferred

•

How is the Credit Claimed?
Year
1
2
3
4
5
6
7
Total

Percent
0%
0%
7%
8%
8%
8%
8%
39%

Annual State Maximum: $10 Million
– $1 Million maximum per transaction

•

Administered by the Ohio Development Services Agency

•

QALICB Requirements and Recapture are similar to
Federal
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Acronyms
NQFP: Nonqualified Financial Property
OZ: Opportunity Zone
QOF: Qualified Opportunity Fund
QOZ: Qualified Opportunity Zone
QOZB: Qualified Opportunity Zone Business
QOZBP: Qualified Opportunity Zone Business Property
TOB: Trade or Business
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Basic Structure
Taxpayers can get
capital gains
tax deferral
(& more)

for making
timely
investments in

Qualified
Opportunity Funds
(QOFs)

which
invest in

Qualified
Opportunity Zone
Property
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Qualified Opportunity Zones
• Population census tract that is a lowincome community (LIC)
– Approximately 75,000 total census
tracts in the U.S.
– 37% of the census tracts in the United
States are LICs
– NMTC Definition: Based upon poverty
rate (20%) or median family income
(80%)

• Timely nominated by each Governor
• 25% of the LICs were eligible
– Approximately 8,700 census tracts
– 5% of the tracts to be nominated can
be contiguous tracts
© 2019

3 Tax Incentive Benefits

1.

Capital Gain
Deferral

2.

Partial
forgiveness

3.

Forgiveness of
additional gains
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Tax Incentives Timeline
Maximum benefit is achieved by holding the QOZ investment for 10 years

2018

2019

2020

2021

2022

2023

2024

2025

2026

2027

2028

2029

5 years
10% Step up in basis
of deferred gain

Taxes paid on deferred
gain

7 years
Additional 5% Step up in
basis of deferred gain

10 years
Investment and deferral of Capital Gain
(up to 180 days after event triggering the gain)

Permanent Exclusion
of gains accrued in the
Opportunity Fund
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Structure
(180 days)

Investor(s)

General
Partner

QOF

General
Partner

QOZ
Business

Operating Business
•
•
•

Investor(s)

New business
Existing business expanding
into Opp. Zone
Improving existing business

Rental real estate
•
•

New construction
Substantial
improvement (100%)
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Structure Elements
Investor Level:
• Gains, attributes of gains and taxpayers
Investor(s)

• Timing of 180 day investment period from investor to QOF
Qualified Opportunity Fund (QOF) Level:

QOF

• Investments eligible as qualified OZ property (QOZP) and 90% requirement
• Certification and timing of 6-month / year-end 90% testing dates
Qualified OZ Business (QOZB) Level:
• Investments that qualify as QOZB Property (QOZBP) and 70% threshold

QOZ
Business

• QOZB requirements: 50% income in OZ, 40% intangible property, <5%
Nonqualified Financial Property (NQFP)
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Ohio Opportunity Zone Tax Credit Program
• OH Opportunity Zone Tax Credit
– Provides an incentive for taxpayers to invest in projects in
“Ohio Opportunity Zones”
– A Taxpayer is eligible for a non-refundable tax credit equal to
10% of the amount of its funds invested by the Ohio QOF in
the QOZ Property.
• Taxpayer may invest in multiple Ohio QOFs and may receive tax
credits totaling up to $1 million dollars during the 2020-2021
biennium period.

– The credit is applied to the individual income tax.
– The tax credit may be claimed for the Taxpayer’s qualifying
taxable year or the next consecutive taxable year.

• For the 2020-2021 biennium, a total of $50 million in tax
credit allocation in available.
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West Virginia OZ Program
•

On March 27, 2019, Governor of West Virginia, Jim Justice, vetoed Enrolled House Bill 2828,
which is intended to promote, through tax incentives, investment and business growth in the
state’s low-income communities

•

Reasoning laid out in veto message:
– Does not state that the Bill creates an insurance premiums tax credit for qualified community
development entities making qualified equity investments;
– Does not refer to the 60-million-dollar limit on certification for qualified equity investments; and
– Does not say that under certain circumstances the credit can be recaptured by the Insurance
Commissioner.

•

The Governor welcomes a similar bill in a subsequent legislative session, correcting the
technical errors noted above
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Ohio Rural Business Growth Program
• Designed to increase capital investment in businesses
located in rural areas by providing an incentive to investors
that capitalize companies with principal business in a
county with less than 200,000 people
• Program awards tax credit allocation authority to Rural
Business Investment Companies or Small Business
Investment Companies, or their affiliates, that serve as
intermediaries between investors and projects
• The investor provides cash to these authorized investment companies
in exchange for the tax credit.

Investors
$

Tax Credit

Rural/Small Business
Investment Company

Rural Business Growth Fund

• For 2018, $45 million in tax credit allocation was available
• Can be applied against foreign and domestic insurance
premiums

Projects in Rural Areas
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Ohio Enterprise Zone Program
• Overview
• An economic development tool administered by municipal and county governments that provides real
and personal property tax exemptions to businesses making investments in Ohio.

• For Whom
• Enterprise zones are designated areas of land in which businesses can receive tax incentives in the
form of tax exemptions on eligible new investment.
• Program can provide tax exemptions for a portion of the value of new real and personal property
investment when the investment is made in conjunction with a project that includes job creation.

• Benefits
• Local communities may offer tax incentives for non-retail projects that are establishing or expanding
operations in the State of Ohio.
• Real property investments are eligible for tax incentives, as well as personal property investments for
those entities that continue to pay personal property tax.

• https://development.ohio.gov/bs/bs_oezp.htm
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Pennsylvania Keystone Innovation
Zone (KIZ) Tax Credit Program
• Overview
• An incentive program that provides tax credits to for-profit companies less than eight years old
operating within specific targeted industries within the boundaries of a KIZ
• Significantly contributes to the ability of young KIZ companies to transition through the stages of growth

• $15 Million in tax credits available annually

• Uses
• Tax credits must be applied against the tax liability of a KIZ company for the tax year in which the
credit was issued.
• Unused credits may be carried forward 5 years or reassigned/sold to another taxpayer

• Eligibility
• For-profit business entities:
•
•
•
•

Located within the geographic boundaries of a particular KIZ
In operation less than 8 years
Operating within one of the KIZ targeted industry segments or sectors
Meeting any other requirements as specified by the DCED,

• https://dced.pa.gov/programs/keystone-innovation-zone-tax-credit-program/
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