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June 12, 2014  
 
Internal Revenue Service 
Attn: CC:PA:LPD:PR (Notice 2014-18) 
Room 5203 
P.O. Box 7604 
Ben Franklin Station 
Washington, D.C. 20044 
 
To Whom It May Concern: 

On behalf of the Historic Tax Credit Coalition (HTCC), I am writing to support the request of the 
Novogradac New Markets Working Group that FY15 Priority Guidance include clarification of 
how to meet the safe harbor requirements of Revenue Procedure 2014-12 when a transaction 
involves both New Markets (NMTC) and Historic Tax Credits (HTC), sometimes referred to as 
"twinning" the two credits. 

The twinning of the HTC and NMTC began in the first round of the NMTC program in 2003. A 
survey of CDEs and investors in 2007 showed that these combination transactions constituted 
20% of the investment volume of the NTMC program and 10% of all transactions.  Since that 
time, there has undoubtedly been a substantial increase in twinned transactions.  This is because 
these two credits are a natural fit. National Park Service Data shows that 77% of all HTC 
projects since 2001 have been located in qualified NMTC census tracts. Commercial and mixed-
use commercial and housing projects that qualify for the NMTC represent well over 50% of the 
historic tax credit transactions over the same study period.  

The additional incentive provided by the 20% HTC helps defray the higher cost of historic rehab. 
Because of the iconic nature of the historic properties involved, such as theaters, industrial 
complexes and vacant government buildings, these twinned transactions serve as a terrific 
catalyst to the development of other properties and projects in the surrounding low-income 
community.  As a result, they provide both direct benefit to low-income households and longer-
term revitalization benefits to the commercial neighborhoods in which they are located. 
Additional investment by adjacent property owners after the initial HTC/NMTC project has been 
placed in service is well documented. 
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The need for guidance is raised by the language of Sections 4.01 and 4.05 (3) of Revenue 
Procedure 2014-12 in the context of twinned investments. (See Exhibit A, Section 3) in the 
attached letter from the Novogradac NMTC Working Group.)  The HTCC has similar concerns 
as the Novogradac NMTC Working Group about several terms used in those sections, 
particularly what is required to establish that twinned NMTC and HTC transactions are 
"separate,”  “distinct,” and “arm’s length” as those terms are used in Section 4.01 with regard to 
an investor making an investment in both the Landlord and Master Tenant entities.  Secondly, 
there is a need to clarify whether historic tax credit bridge loans and developer equity can be 
sources for a NMTC leverage loan within the intent of Section 4.05(3). Until these issues are 
resolved, investors will continue to be reluctant to engage in these transactions, frustrating the 
Congressional purpose in adopting these programs. 

I appreciate your consideration of this request. Please do not hesitate to call me with any 
questions you may have.  

Sincerely,  

 

John Leith-Tetrault 

Chairman 

	  

	  


