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1. Who can claim a rehabilitation tax credit?

The rehabilitation tax credit is available to the person(s) and/or the entity who holds title
to the property.

2. How can property owned by a tax-exempt entity
utilize rehabilitation tax credits?

The rehabilitation tax credit would be of no use to a tax-exempt entity. However, in
many instances, tax-exempt entities are involved in rehabilitation projects by forming a
limited partnership and maintaining a minority ownership interest as a general partner.
In these situations, the limited partners would be entitled to the rehabilitation tax credit
and the tax-exempt entity is able to ensure that their organizational goals are being met.
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19. Can a taxpayer claim the rehabilitation tax credit
on property that is leased by a tax-exempt entity, i.e. a
governmental agency or a non-profit organization?

Yes, taxpayers can lease their property to a tax-exempt entity provided the lease does
not result in a "disqualified lease" as defined in Internal Revenue Code Section
168(h)(1). A disqualified lease occurs when:

. Part or all of the property was financed directly or indirectly by an obligation in which the

interest is tax exempt under Internal Revenue Code Section 103(a) and such entity (or
related entity) participated in the financing,

Under the lease there is a fixed or determinable purchase price or an option to buy,
The lease term is in excess of 20 years, or

The lease occurs after a sale or lease of the property and the lessee used the property
before the sale or lease. See Internal Revenue Code 168(h)(1)(B)(ii).
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23. Can the rehabilitation tax credit be bought and sold?

The rehabilitation tax credit, by itself, cannot be bought or sold. The rehabilitation tax
credit is only available to the person or entity who holds title to the property. There can
be no transfer of the credit without the requisite ownership. Syndication through limited
partnerships is allowed and is a common tool to bring investors into rehabilitation
projects.

Treasury Regulation 1.48-12(b)(2)(B)(vii) does allow the transfer of qualified rehabilitation
expenditures to a new owner provided the previous owner did not place the property in
service.
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