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 Small businesses are increasingly seeking 
ways to procure the capital necessary to get their 
business operations off the ground when traditional 
bank financing is difficult to come by in today’s 
tight lending markets. As such, these businesses 
should consider their eligibility to offer a tax 
benefit “carrot” to potential investors as a means of 
attracting investment capital. One such tax benefit is 
the Qualified Business Venture (QBV) income tax 
credit permitted under the North Carolina tax rules.   

Qualified Business Venture (“QBV”) Tax Credit 
Rules
 North Carolina tax law grants certain “passive 
investors” of qualifying QBV entities a North 
Carolina tax credit equal to the lesser of (i) 25% of 
their investment in the QBV or (ii) $50,000.  The 
QBV tax credit is applied against the investor’s 
North Carolina’s taxes for the tax year following 
the year of investment.  So, a qualifying investment 
in a QBV entity in 2013 would produce a North 
Carolina tax credit for the 2014 tax year. 
 In order to obtain QBV status, an entity must 
meet certain statutory requirements and must submit 
an application to the North Carolina Securities 
Division (NCSD) along with a $100.00 initial filing 
fee.  As part of the application process, the applicant 
must submit a certified financial statement (i.e., 
reviewed or audited by an independent CPA) for 
its most recent fiscal year showing GAAP revenues 
of $5,000,000 or less on a consolidated basis.  The 
certified financial statements are not required to be 
included in the application of a “start-up” business 
organized after January 1 of the year in which the 
initial application was filed.  However, in order to 
maintain its status as a QBV for the next calendar 
year, the “start-up” must provide the certified 
financials by March 15th of the next calendar year.  
 In order to qualify as a QBV, the business 
must be engage primarily in manufacturing, 
processing, warehousing, wholesaling, research and 
development, or a service-related field.  In addition, 
the business entity must not engage as a “substantial 
part of its business” in any of the following: (i) 
providing a professional service, (ii) construction 
or contracting, selling or leasing at retail, (iii) the 
purchase, sale or investment of commercial paper, 
financial instruments, securities, or real property, or 
(iv) offering any form of entertainment for which an 
admission or membership fee is charged.  A business 
is engaged as a “substantial part of its business” in 
a disqualifying activity if its gross revenues derived 
from the prohibited activities exceed 25% of its 
gross revenues in any fiscal year.
 If the NCSD certifies an entity as a QBV, any 
investments made by passive investors on or after 
the effective date of QBV registration through the 
tax year in which the application was filed may be 
eligible for the 25% credit against NC income taxes 
due for the next tax year.   Thus, a “passive” investor 
who invests in a QBV in 2013 may be eligible for 
the credit against his North Carolina tax due for the 
2014 tax year (not 2013). 
 To claim the tax credit against 2014 taxes, 
eligible investors, who purchase securities in 2013, 
must file a Form D-499, “Application for Tax Credit 

for Qualified Business Investments” with the North 
Carolina Department of Revenue by April 15, 2014.  
Further, the investors must attach evidence of the 
investment (e.g., copies of cancelled checks), as 
well as the 2013 Certificate of QBV Status. 
 The credit is only available to certain passive 
investors - it is not allowed (or is later forfeited) 
if, within three (3) years after the investment, the 
taxpayer “participates” in the operation of the 
QBV.  A taxpayer “participates” if the taxpayer 
(or certain related parties) provides services to the 
qualified business for compensation, whether as 
an employee, contractor, or otherwise.  If the tax 
credit is forfeited, the taxpayer is liable for all past 
taxes avoided as a result of the credit, plus interest.  
Any additional tax due as a result of the forfeiture 
may be assessed within three years after the date of 
forfeiture.
 Once an entity is registered by the NCSD as a 
QBV for the year of its initial application, the entity 
must submit an Application for Renewal as a QBV, 
along with a $50 filing fee, by March 15th of the 

following year in order 
to maintain its QBV 
status.   A registered QBV 
is required to renew its 
status annually by March 
15 of the following year 
by submitting a renewal 
application, a $50.00 
filing fee, and a certified 
financial statement for 
its most recent fiscal year 
prior to filing such renewal application showing 
GAAP revenues of $5,000,000 or less.
 This article was meant to provide a general 
overview of the various rules governing the 
availability of the North Carolina Qualified Business 
Venture Credit for passive investors of certain North 
Carolina entities.  The rules for eligibility are very 
specific, and at times, difficult to understand, but 
learning to navigate the QBV rules can provide a 
great opportunity to attract needed capital for your 
business.
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