








(3) expenditures for mass commuting facilities and related facilities that reduce the consumption of
energy, including expenditures to reduce pollution from vehicles used for mass commuting;

(4) demonstration projects designed to promote the commercialization of: (a) green building
technology, (b) conversion of agricultural waste for use in the production of fuel or otherwise, (c)
advanced battery manufacturing technologies, (d) technologies to reduce peak use of electricity, or
technologies for the capture and sequestration of carbon dioxide emitted from combusting fossil
fuels in order to produce electricity; or

(5) public education campaigns to promote energy efficiency.

Additional restrictions apply to "private activity bonds" (defined below), including QECBs, that do not 
apply to governmental bonds. Principally, any allocation to a State or large local government must be reallocated 
in a manner that results in the use of not less than 70% of the allocation to the State or large local government to 
designate bonds that are not private activity bonds. Without any Treasury Regulations or other guidance from the 
IRS on this limitation, it appears as though this limitation applies to both the allocation to the State and any 
reallocation to a large local government. Solely for purposes of this limitation, a special rule for bonds to finance 
green community programs provides that bonds issued for the purpose of providing loans, grants or other 
repayment mechanisms for capital expenditures to implement green community programs are not treated as private 
activity bonds. Secondly, the term "qualified conservation purpose" includes only those expenditures that are 
considered a capital expenditure for Federal tax purposes. For example, QECBs may be issued to finance public 
education campaigns to promote energy efficiency, but, to the extent expenditures for this purpose are not capital 
expenditures, proceeds of a private activity QECB may not be used to finance costs of these public education 
campaigns. 

A "private activity bond" is defined as any bond that meets either the private business tests of Code § 
141(b) or the private loan financing test of Code § 141(c). In general, the private business tests are met if more 
than I 0% of the proceeds of the issue are (I) used for any private business use, and (2) directly or indirectly (A) 
secured by any interest in property used for a private business use, or payments in respect of property used in a 
private business use, or (B) derived from payments in respect of property, or borrowed money used for a private 
business use. The private loan financing test is met if the proceeds of a QECB are used to make or finance loans to 
a private business in excess of the lesser of 5% ofQECB proceeds or $5,000. 



Part Ill - Administrative, Procedural, and Miscellaneous 

Qualified Energy Conservation Bond Allocations for 2009 

Notice 2009-29 

SECTION 1. PURPOSE 

This Notice sets forth the maximum face amount of qualified energy 

conservation bonds ("QECBs") that may be issued by each State and large local 

government under§ 54D(e)(1) of the Internal Revenue Code. For this purpose, 

§ 54A(e)(3) provides that the term "State" includes the District of Columbia and

any possession of the United States. This Notice also provides certain interim 

guidance for QECBs. 

SECTION 2. BACKGROUND 

.01 INTRODUCTION 

Section 301 (a) of Tax Extenders and Alternative Minimum Tax Relief Act 

of 2008, Division C of Pub. L. 110-343. 122 Stat. 1365 (2008) ("Act") added new 

§ 540 to provide program provisions for QECBs. The Act amended § 54A(d)(1)

to provide that the term "qualified tax credit bond" means, in part, a qualified 

energy conservation bond that is part of an issue that meets the requirements of 

§ 54A(d)(2), (3), (4), (5), and (6) regarding expenditures of bond proceeds,

information reporting, arbitrage, maturity limitations, and prohibitions against 

financial conflicts of interest. The Act also amended § 54A(d)(2) to provide that, 
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Waiver of QECB Allocation




