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2012 -- S 2269

STATE OF RHODE ISLAND

IN GENERAL ASSEMBLY

JANUARY SESSION, A.D. 2012

AN ACT

RELATING TO TAXATION - HISTORIC STRUCTURES

Introduced By:Senators Goodwin, Ruggerio, Jabour, Miller, argh&ido

Date IntroducedFebruary 01, 2012

Referred ToSenate Finance

It is enacted by the General Assembly as follows:
SECTION 1. Title 44 of the General Laws entitledAXATION" is hereby amended by
adding thereto the following chapter:
CHAPTER 33.6

HISTORIC PRESERVATION TAX CREDITS 2012

44-33.6-1. Declaration of Purpose. -The general assembly finds and declares that

Rhode Island's historic structures continue to Bgpee high vacancy rates and physical

deterioration, particularly in Rhode Island’s cahtousiness districts. Without adding economic

incentive, these structures are not viable forduevelopment and reuse by modern commercial,

residential or manufacturing enterprises and wilhtmue their physical deterioration. The

redevelopment and reuse of these historic strustare of critical importance to the economic

measures and will assist in stimulating the remskradevelopment of historic structures and will

improve property values, foster civic beauty, cee@mployment opportunities, enhance

commerce, and promote public education, pleasund, \melfare. Furthermore, during this

unprecedented economic climate, many in the bujldind construction trades, and related

service industries, have been severely impacted.rébdevelopment and reuse of these historic

structures will serve as a vital catalyst in theorery of these trades and services, in addition to

stimulating various other related economic benefitd business activities. The purpose of this

chapter is to create economic incentives for thegae of stimulating the redevelopment and

reuse of Rhode Island's historic structures, as aglto generate the positive economic and
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employment activities that will result from suchieselopment and reuse.

44-33.6-2. Definitions. -As used in this chapter:

(1) "Certified historic structure” means a propestyich is located in the State of Rhode

Island and is:

(i) Listed individually on the national reqister lnktoric places; or

(i) Listed individually in the state reqister ofloric places; or

(i) Located in a reqistered historic district andrtified by either the commission or

Secretary of the Interior as being of historic gigance to the district.

(2) "Certified rehabilitation" means any rehabtiibd of a certified historic structure

consistent with the historic character of such propor the district in which the property is

located as determined by the commission guidelines.

(3) “Commence substantial construction activitissall mean that:

(i) Contracts for construction activities equainim less than twenty percent (20%) of the

total project budget have been awarded to bona thitel-party contractors, subcontractors,

and/or materialmen (soft costs shall not qualify thie purposes of this requirement) with such

work having been authorized for commencement;

(i) _All permits and approvals required in conneantiwith the construction activities

provided for in the contracts awarded pursuanatagraph (i) have been obtained; and

(ii)) Substantial construction activities have coemmed at the subject property beyond

mere site preparation activities, staging andfaste or materials.

(4) "Commission" means the Rhode Island historipa¢servation and heritage

commission created pursuant to section 42-45-2.

(5) "Exempt from real property tax" means, with pest to any certified historic

structure, that the structure is exempt from taxagursuant to section 44-3-3.

(6) "Holding period" means twenty-four (24) monthfier the commission issues a

certificate of completed work to the owner. In ttase of a rehabilitation which may reasonably

be expected to be completed in phases as desanitsedbdivision (12) of this section, "holding

period" shall be extended to include a period ofetibeginning on the date of issuance of a

certificate of completed work for the first phasephases for which a certificate of completed

work is issued and continuing until the expiratanwenty-four (24) months after the certificate

of completed work issued for the last phase.

(7) "Placed in service" means that substantial bidiketion work has been completed

which would allow for occupancy of the entire sttre or some identifiable portion of the

structure, or the owner has commenced depreciafitihne qualified rehabilitation expenditures,
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whichever occurs first.

(8) "Principal residence" means the principal resi of the owner within the meaning

of section 121 of the Internal Revenue Code [26C.$21] or any Successor provision.

(9) "Qualified rehabilitation expenditures”" meangy aamounts expended in the

rehabilitation of a certified historic structureoperly capitalized to the building and either:

(i) Depreciable under the Internal Revenue Codd)3%C. section 1 et seq., or

(i) Made with respect to property (other than grecipal residence of the owner) held

for sale by the owner. Fees paid pursuant to thigpter are not qualified rehabilitation

expenditures. Notwithstanding the foregoing, exdeghe case of a nonprofit corporation, there

will be deducted from qualified rehabilitation exwltures for the purposes of calculating the tax

credit any funds made available to the personyding any entity specified in section 44-33.6-

3(a)) incurring the qualified rehabilitation expéndes in the form of a direct grant from a

federal, state or local governmental entity or @geor instrumentality of government.

(10) "Reaqistered historic district” means any disttisted in the national reqister of

historic places, or the state reqister of histplaces.

(11) “Remain idle” shall mean that substantial wbds ceased at the subject project;

work crews have been reduced by more than twemngygdercent (25%) for reasons unrelated to

scheduled completion of work in accordance withghsect schedule, reasonably unanticipated

physical conditions, or force majeure; or the progehedule that was originally submitted by the

taxpayer to the commission has been extended bg than twelve (12) months for reasons other

than reasonably unanticipated physical conditionsam event of force majeure (by way of

example, and not in limitation, any delays, wor@pgtage, or work force reduction caused by

issues with project funding, finances, disputesyiolation of laws shall be deemed to cause a

project to remain idle).

(12) “Scattered Site Development” shall mean a kigweent project for which the

developer seeks unified financing to rehabilitatgelling units in two (2) or more buildings

located in an area that is defined by a neighbathewitalization plan and is not more than one

mile in diameter.

(13) “Social club” shall mean a corporation or atkatity and/or its affiliate that offers

its facilities primarily to members for social acreational purposes and the majority source of

its revenue is from funds and/or dues paid by #gsnimers and/or an entity defined as a social club

pursuant to the Internal Revenue Code section XJ\(c

(14) "Substantial rehabilitation" means, with regpe a certified historic structure, that

the qualified rehabilitation expenses of the buddduring the twenty-four (24) month period
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selected by the taxpayer ending with or within thgable year exceed one hundred percent

(100%) of the adjusted basis in such building asdtructural components as of the beginning of

such period. In the case of any rehabilitation,clvlay reasonably be expected to be completed

in phases set forth in architectural plans and ifpattons completed before the rehabilitation

beqins, the above definition shall be applied bissituting "sixty (60) month period" for

"twenty-four (24) month period".

(15) “Trade or business” means an activity thaagied on for the production of income

from the sale of goods or performance of serviersluding residential rental activity.

44-33.6-3. Tax credit. {a) Any person, firm, partnership, trust, estaimitéd liability

company, corporation (whether for profit or non{ffijoor other business entity that incurs

qualified rehabilitation expenditures for the saingial rehabilitation of a certified historic

structure, provided the rehabilitation meets stasiglaconsistent with the standards of the

Secretary of the United States Department of theribbr for rehabilitation as certified by the

commission and said person, firm, partnership, ttrestate, limited liability company,

corporation or other business entity is not a $aido as defined in subdivision 44-33.6-2 (13) of

this chapter, shall be entitled to a credit agathst taxes imposed on such person or entity

pursuant to chapter 11, 12, 13, 14, 17 or 30 eftitie in an amount equal to the following:

(i) Twenty percent (20%) of the gualified rehallion expenditures; or

(i) Twenty-five percent (25%) of the qualified @dhilitation expenditures provided that

either:

(A) At least twenty-five percent (25%) of the totahtable area of the certified historic

structure will be made available for a trade oriess; or

(B) The entire rentable area located on the fiosirfof the certified historic structure will

be made available for a trade or business.

(b) Tax credits allowed pursuant to this chapteildbe allowed for the taxable year in

which such certified historic_structure or an idgable portion of the structure is placed in

service provided that the substantial rehabilitatiest is met for such year. Notwithstanding the

foregoing, in the event that tax credits allowedtfe substantial rehabilitation of such certified

historic structure or an identifiable portion okthertified historic structure is greater than five

million dollars ($5,000,000) for such taxable yesuch tax credits shall be issued, but shall be

phased in up to four (4) calendar years with fivillion dollars ($5,000,000) in tax credits being

the maximum allowed in the first ¥)Lltaxable year, up to five million dollars ($5,0000) in tax

credits in the second 1 taxable year, five million dollars ($5,000,000)tax credits in the third

(3YY year and the remaining balance of the tax creifigny, allowed in the fourth {% taxable
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year. Neither taxpayers nor assignees may applytangredits issued in accordance with this

section until fiscal year 2014.

(c) If the amount of the tax credit exceeds theayer's total tax liability for the year in

which the substantially rehabilitated property lacgd in service, the amount that exceeds the

taxpayer's tax liability may be carried forward foredit against the taxes imposed for the

succeeding ten (10) years, or until the full créglilsed, whichever occurs first for the tax ciedit

Credits allowed to a partnership, a limited lighilcompany taxed as a partnership or multiple

owners of property shall be passed through to #regms designated as partners, members or

owners respectively pro rata or pursuant to an wrelc agreement among such persons

designated as partners, members or owners documgeartialternate distribution method without

regard to their sharing of other tax or econoniigkaites of such entity.

(d) If the taxpayer has not claimed the tax creiditehole or part, taxpayers eligible for

the tax credits may assign, transfer or convethdits, in whole or in part, by sale or otherwise

to any individual or entity, including, but not lited to, condominium owners in the event the

certified historic structure is converted into comidniums and assignees of the credits that have

not claimed the tax credits in whole or part masigs, transfer or convey the credits, in whole or

in part, by sale or otherwise to any individualentity. The assignee of the tax credits may use

acquired credits to offset up to one hundred pér¢&€00%) of the tax liabilities otherwise

imposed pursuant to chapter 11, 12, 13, (other tihertax imposed under section 44-13-13), 14,

17 or 30 of this title. The assignee may applytéhecredit against taxes imposed on the assignee

until the end of the tenth (10th) calendar yeakrafthe year in which the substantially

rehabilitated property is placed in service or lutite full credit assigned is used, whichever

occurs first. Fiscal year assignees may claim thdicuntil the expiration of the fiscal year that

ends within the tenth (10th) year after the yeawlvich the substantially rehabilitated property is

placed in service. The assignor shall perfect thesfer by notifying the State of Rhode Island

division of taxation, in writing, within thirty (30calendar days following the effective date of the

transfer and shall provide any information as mayréquired by the division of taxation to

administer and carry out the provisions of thigisac

For purposes of this chapter, any assignment es gaoceeds received by the taxpayer

for its assignment or sale of the tax credits afldwursuant to this section shall be exempt from

this title. If a tax credit is subsequently recaptbunder subsection (e) of this section, revoked o

adjusted, the seller's tax calculation for the yafarevocation, recapture, or adjustment shall be

increased by the total amount of the sales procewtisout proration, as a modification under

chapter 30 of this title. In the event that theleseis not a natural person, the seller's tax
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calculation under chapters 11, 12, 13 (other thidim espect to the tax imposed under section 44-

13-13), 14, 17, or 30 of this title, as applicabler the year of revocation, recapture, or

adjustment, shall be increased by including thal taimount of the sales proceeds without

proration.

(e) Substantial rehabilitation of property thaheit

(i) Is exempt from real property tax;

(i) Is a social club; or

(iif) Consists of a single family home or a propethat contains less than three (3)

residential apartments or condominiums shall bégihde for the tax credits authorized under

this chapter; provided, however, a scattered steldpment with five (5) or more residential

units in the aggregate (which may include singtailahomes) shall be eligible for tax credit. In

the event a certified historic structure undergaesubstantial rehabilitation pursuant to this

chapter and within twenty-four (24) months afteusnce of a certificate of completed work the

property becomes exempt from real property taxtdRpayer's tax for the year shall be increased

by the total amount of credit actually used agdinsttax.

(f) In the case of a corporation, this credit i$ycallowed against the tax of a corporation

included in a consolidated return that qualifies tlee credit and not against the tax of other

corporations that may join in the filing of a cohdated tax return.

44-33.6-4. Administration. —(a) To claim the tax credit authorized in this deap

taxpayers shall apply:

(1) To the commission prior to the certified higtastructure being placed in service for a

certification that the certified historic structlegrerehabilitation will be consistent with the

standards of the Secretary of the United Statesir@pnt of the Interior for rehabilitation;

(2) To the commission after completion of the relitalion work of the certified historic

structure for a certification that the rehabilibatiis consistent with the standards of the Secretar

of the United States Department of the Interiorr@&rabilitation; and

(3) To the division of taxation for a certificati@s to the amount of tax credit for which

the rehabilitation gqualifies. The commission and thvision of taxation shall rely on the facts

represented in the application without independmregstigation and, with respect to the amount

of tax credit for which the rehabilitation qualgieupon the certification of a certified public

accountant licensed in the State of Rhode Islaid dpplication shall be developed by the

commission and the division of taxation and mawpinended from time to time.

(b) Within thirty (30) days after the commissionisd division of taxation’'s receipt of

the taxpayer's application requesting certificatmmrthe completed rehabilitation work:
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(1) The commission shall issue the taxpayer a ewitletermination either denying or

certifying the rehabilitation; and

(2) Division of taxation shall issue a certificatiof the amount of credit for which the

rehabilitation qualifies. To claim the tax credhg division of taxation's certification as to the

amount of the tax credit shall be attached totatkstax returns on which the credit is claimed.

(c) No taxpayer may benefit from the provisiongto§ chapter unless the owner of the

certified historic structure grants a restrictive/enant to the commission, agreeing that during

the holding period no material alterations to tkeified historic structure will be made without

the commission's prior approval and agreeing thah shall be done in a manner inconsistent

with the standards of the Secretary of the UnitedeS Department of the Interior; and, in the

event the owner applies for the twenty-five perd@bfo) tax credit, that either:

(1) At least twenty-five percent (25%) of the totahtable area of the certified historic

structure will be made available for a trade orifess; or

(2) The entire rentable area located on the fiostrfof the certified historic structure will

be made available for a trade or business, inreihse, for a period of sixty (60) months after the

placed in service date of the certified historiasture or identifiable portion thereof.

(d) The commission shall charge a fee equal teethercent (3%) of tax credits allowed.

The fee shall be payable in two installments:

(1) Fifty (50%) percent of the total fee shall baidoupon submission of the Part Il

application. This portion of the fee shall be nefiindable; and

(2) Fifty (50%) shall be paid upon issuance of thatten determination by the

commission certifying the rehabilitation and isstmnby the division of taxation of the

certification of the amount of credit for which thehabilitation qualifies.

(e) Notwithstanding any provisions of the geneaald or requlations adopted thereunder

to the contrary, including, but not limited to, thvisions of chapter 2 of title 37, the divisioh

taxation is hereby expressly authorized and empedvéo enter into contracts with persons,

firms, partnerships, trusts, estates, limited linbcompanies, corporations (whether for profit or

non-profit) or other business entities that incwaldied rehabilitation expenditures for the

substantial rehabilitation of certified historicwsttures or some identifiable portion of a struetur

Upon payment of the portion of the fee set forthsubdivision (d)(1) above, the division of

taxation and the applicant shall enter into a @mttfor tax credits consistent with the terms and

provisions of this chapter.

(f) Upon satisfaction of the requirements set fdrénein and the payment of the fees as

set forth in subdivision (d)(2) above, the divisiohtaxation shall, on behalf of the State of
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Rhode Island, guarantee the delivery of one hungezdent (100%) of the tax credit and use of

one hundred percent (100%) of the tax credit intdélxeyear a certified historic structure is placed

in_service through a contract with persons, firpattnerships, trusts, estates, limited liability

companies, corporations (whether for profit or moofit) or other business entities that will incur

qualified rehabilitation expenditures for the salosial rehabilitation of a certified historic

structure or some identifiable portion of a struetu

(g) Any contract executed pursuant to this chabtea person, firm, partnership, trust,

estate, limited liability company, corporation (vitner for profit or non-profit) or other business

entity shall be assignable to:

(1) An affiliate thereof without any consent frohetdivision of taxation;

(2) A banking institution as defined by subdivisid#14-2(2) or credit union as defined

in subdivision 44-15-1.1(1) without any consenffrthe division of taxation; or

(3) A person, firm, partnership, trust, estate,itlah liability company, corporation

(whether for profit or non-profit) or other busisesntity that incurs qualified rehabilitation

expenditures for the substantial rehabilitatiorceitified historic structures or some identifiable

portion of a structure, with such assignment toapproved by the division of taxation, which

approval shall not be unreasonably withheld or dmmkd. For purposes of this subsection,

"affiliate" shall be defined as any entity contirod, controlled by or under common control with

such person, firm, partnership, trust, estate tdichiiability company, corporation (whether for

profit or non-profit) or other business entity.

(h) If information comes to the attention of tharouission or division of taxation at any

time up to and including the last day of the haddperiod that is materially inconsistent with

representations made in an application, the conwnissay deny the requested certification or

revoke a certification previously given, and inheit instance all fees paid by the applicant shall

be deemed forfeited. In the event that tax creditsa portion of tax credits are subject to

recapture for ineligible costs and such tax cretiiégve been transferred, assigned and/or

allocated, the state will pursue its recapture diawand rights against the applicant of the tax

credits, and all fees paid by the applicant shaldbemed forfeited. No redress shall be sought

against assignees, transferees or allocates ofcsedlts provided they acquired the tax credits by

way of an arms-length transaction, for value, anihout notice of violation, fraud or

misrepresentation.

44-33.6-5. Information Requests. The tax division and its agents, for the purpose of

ascertaining the correctness of any credit claimeder the provisions of this chapter, may

examine any books, papers, records, or memorandanbeupon the matters required to be
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included in the return, report, or other statemantd may require the attendance of the person

executing the return, report, or other statemendf @any officer or employee of any taxpayer, or

the attendance of any other person, and may exdimngerson under oath respecting any matter

which the tax administrator or his or her agentnde@ertinent or material in determining the

eligibility for credits claimed and may requestamhation from the commission, and the

commission shall provide the information in all €asto the extent not otherwise prohibited by

statute.

44-33.6-6. Election; Limitations. - Taxpayers who elect and qualify to claim tax cedit

for the substantial rehabilitation of a certifiedsthric structure pursuant to this chapter are

ineligible for any tax credits that may also be ikAde to the taxpayer for the substantial

rehabilitation of that particular certified histostructure under the provisions of chapters 38.1 o

this title, 64.7 of title 42, and/or 31 of thisl¢it As stated above, neither taxpayers nor asssgnee

may apply any tax credits issued in accordance iR section until fiscal year 2013.

Applicants or their affiliates that have enteretbia contract for tax credits concerning a certain

property under chapter 44-33.2 and subsequentlgdvatv from or otherwise terminate said

contract shall not reapply under this chapter wilspect to the same property, provided,

however, the foregoing shall not prohibit a subsefjibbona fide third-party from terminating a

contract for tax credits entered into under chateB3.2 by an unrelated and unaffiliated party

and applying under this chapter with respect td padperty.

44-33.6-7. Timing and Reapplication. -Taxpayers shall have twelve (12) months from

the approval of Part Il application to commencessaiitial construction activities related to the

subject substantial rehabilitation. Upon commencsubstantial construction activities, the

taxpayer shall submit an affidavit of commencement substantial construction to the

commission, together with evidence of such requimeis having been satisfied. Furthermore,

after commencement of substantial constructionvidies, no project shall remain idle prior to

completion for a period of time exceeding six (&nihs. In the event that a taxpayer does not

commence substantial construction activities withialve (12) months from the approval of Part

Il application, or in the event that a project ramsadle prior to completion for a period of time

exceeding six (6) months, the subject taxpayel $brdéit all fees paid prior to such date and its

then-current contract for tax credits shall be degmull and void, and shall terminate without

need for further action or documentation. Upon auagh forfeiture and termination, a taxpayer

may re-apply for tax credits pursuant to this chapthowever, notwithstanding anything

contained herein to the contrary, one hundred perd®0%) of the fees required shall be paid

upon reapplication and such fees shall be non-defioie. Additionally, any taxpayer reapplying
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application establishing the reason for delay ime®ncement or the project sitting idle, as the

case may be, and provide evidence, reasonablyfagdtisy to the commission, that such

condition or event causing same has been resobdaxpayers shall submit a reasonably

detailed project timeline to the commission togethih the Part Il application. The provisions

of this section shall be further detailed and ipooated into the form of contract for tax credits

used in connection with this chapter.

44-33.6-8. Subcontractor Rates — Substantial Projexz — Taxpayers who elect and

qualify to claim tax credits for the substantiahabilitation of a certified historic structure

pursuant tothis chapter, and where such substantial rehatbdlit with respect to a particular

structure includes hard-construction costs (exetusif land costs and soft costs, including, but

not limited to, permit fees, tap/connection feesyveadoper fees, insurance costs, overhead

expense, legal fees, engineering fees, architédera, brokerage fees, consultant fees, and the

like) in excess of six million dollars ($6,000,00@uch taxpayer shall ensure that its general

contractor require that all subcontractors be page wages at rates (exclusive of fringe benefits)

no less than eighty percent (80%) of the then mestnt Davis-Bacon wage determinations

issued by the United States department of laboth®istate of Rhode Island. The foregoing shall

not require the payment of fringe benefit amour@empliance with this section shall be

evidenced by payroll records submitted to the cassian certified by either the taxpayer or the

subject general contractor.

SECTION 2. This act shall take effect upon passage.
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EXPLANATION
BY THE LEGISLATIVE COUNCIL

OF

AN ACT

RELATING TO TAXATION - HISTORIC STRUCTURES

*%k%k

This act would create economic incentives for théerelopment and reuse of Rhode
Island's historic structures.

This act would take effect upon passage.
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