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TITLE 280 — DEPARTMENT OF REVENUE

CHAPTER 20 - DIVISION OF TAXATION

SUBCHAPTER 20 — TAX CREDITS/DEDUCTIONS

PART 6 — Historic Preservation Tax Credits 2013
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Purpose

The purpose of this rule making is to implement R.l. Gen. Laws Chapter 44-33.6
“Historic Preservation Tax Credits 2013.” This chapter creates economic
incentives for the purpose of stimulating the redevelopment and reuse of Rhode
Island’s historic structures, as well as to generate positive economic and
employment activities that will result from such redevelopment and reuse. This
regulation requires the filing of an application form, payment of a non-refundable
three percent (3%) Processing Fee and entering into a Contract with the Rhode
Island Division of Taxation. Applicants are also required to file a Part 1 and a Part
2 Application for certification with the Rhode Island Historical Preservation &
Heritage Commission.

Authority

These rules and regulations are jointly promulgated by the Rhode Island Division
of Taxation and the Rhode Island Historical Preservation and Heritage
Commission pursuant to R.l. Gen. Laws §§ 44-1-4 and 44-33.6-4(i). These rules
and regulations have been prepared in accordance with the requirements of R.1.
Gen. Laws Chapter 42-35 of the Rhode Island Administrative Procedures Act.

Application

These rules and regulations shall be liberally construed so as to permit the
Division of Taxation and the Historical Preservation & Heritage Commission to
effectuate the purpose of R.l. Gen. Laws Chapter 44-33.6 and other applicable
state laws and regulations.

Severability

If any provision of these rules and regulations, or the application thereof to any
Person or circumstance, is held invalid by a court of competent jurisdiction, the



validity of the remainder of the rules and regulations shall not be affected
thereby.

Definitions

“Accountant’s certification” means the certification of a certified public accountant
licensed in the State of Rhode Island containing the information required in the
application for an Assignable Historic Preservation Tax Credit Certificate. The
accountant’s certification includes, but is not limited to, certification of the
Adjusted Basis at the beginning of the Rehabilitation, the Rehabilitation costs
properly capitalized to the building, and project costs incurred but not eligible for
the historic preservation tax credit such as costs for new construction and other
costs not chargeable to the capital account. The accountant’s certification shall
be completed in the form of the Division of Taxation’s Form HTC-8016 and shall
be accompanied by an opinion of the accountant regarding the accuracy of the
required information. The cost certification should include, but is not limited to:

1. A schedule of development costs (separating costs qualified for tax credit
from costs not qualified for tax credit) and calculation of historic tax credit
basis based on Qualified Rehabilitation Expense (QREs) and
documentation from the project.

2. Verification of the existence of development costs by examination of
invoices, canceled checks, settlement sheets and related documents.

3. Review of the respective development costs to determine whether the
costs were eligible to be included in historic tax credit basis QREs in
accordance with R.l. Gen. Laws Chapter 44-33.6.

4. Calculation of the Substantial Rehabilitation Test in accordance with R.I.
Gen. Laws § 44-33.6-2(16).

5. Computation of tax credits to be available to the project based upon the
determination of QREs included in historic tax credit basis.

“Act” means R.l. Gen. Laws Chapter 44-33.6.

“Adjusted basis” means the Owner’s basis in a building on or after July 3, 2013,
adjusted by depreciation and other adjustments that impact basis, computed in
accordance with federal income tax law. In general, adjusted basis is determined
with reference to the cost of the building (excluding land) in the hands of the
Owner at the time of acquisition, decreased by depreciation and other deductions
that reduce basis, and increased by costs incurred in connection with the building
and capitalized to the building, such as the cost of improvements to the building.



“Affiliate” means any entity controlling, controlled by or under common control
with such Person, firm, partnership, trust, estate, limited liability company (LLC),
corporation (whether profit or non-profit) or other business entity that incurs
Qualified Rehabilitation Expenditures (QREs) for the Substantial Rehabilitation of
a Certified Historic Structure or some identifiable portion thereof.

“Allocation agreement” means an executed agreement among all participants of
a pass-through entity, or among all Owners of a building having multiple owners,
setting forth the method for allocation of the historic preservation tax credit
agreed upon among the participants or co-owners. An allocation agreement may
include, without limitation, a partnership agreement, an operating agreement of
an LLC, a shareholders agreement, or any other instrument executed by all
participants or co-Owners.

“Applicant” means a Person submitting an application to the Commission and to
the Division of Taxation for determination under § 6.17 of this Part.

“Assignable historic preservation tax credit certificate” means a certificate issued
by the Division of Taxation to the Owner of a Certified Historic Structure or an
Identifiable portion thereof who has incurred QREs that have been approved by
the Commission as consistent with the Standards for Rehabilitation, and which
QREs have been Placed-in-Service. If the Owner of the Certified Historic
Structure is a pass-through entity, an Assignable Historic Preservation Tax Credit
Certificate may be issued to each participant in the pass-through entity. The
certificate shall specify the amount of the historic preservation tax credit allocable
to such Participant, determined pursuant to this regulation.

“Assignee” means a Person to whom the historic preservation tax credit
certificate is assigned pursuant to R.l. Gen. Laws Chapter 44-33.6.

“Assignor” means a holder of an Assignable Historic Preservation Tax Credit
Certificate pursuant to § 6.21(A) of this Part, who assigns such Assignable
Historic Preservation Tax Credit Certificate to an Assignee pursuant to § 6.21(C)
of this Part.

“Authorized to be reserved” means the Applicant has previously entered into a
Contract with the Division of Taxation, on behalf of the state, which guarantees
that the stated estimated tax credits will be available when earned.

“Certified historic structure” means a property which is located in the state of
Rhode Island and is:

1. Listed individually on the national register of historic places; or

2. Listed individually in the State Register of Historic Places; or



3. Located in a Registered Historic District and certified by either the
Commission or Secretary of the Interior as being of historic significance to
the district.

“Certified rehabilitation” means any Rehabilitation of a Certified Historic Structure
consistent with the historic character of such property or the district in which the
property is located as determined by the Commission guidelines.

“Certificate of completed work” means the written approval issued by the
Commission that the completed Rehabilitation is consistent with the Standards
for Rehabilitation.

“Certification of proposed rehabilitation” means the certification issued by the
Commission that the proposed Rehabilitation is consistent with the Standards for
Rehabilitation.

“Commencement of substantial construction activities” has the meaning set forth
in § 6.12 of this Part.

“Commission” means the Rhode Island Historical Preservation & Heritage
Commission created pursuant to R.l. Gen. Laws § 42-45-2.

“Contract” means a contract entered into between Applicant and the Division of
Taxation, on behalf of the state, which guarantees that the stated estimated tax
credits will be available when earned and may be claimed in full, to the extent of:

1. QREs actually approved by the Division of Taxation; and

2. the taxpayer’s tax liability, in the year earned subject in the case of
Phased Projects to the provisions of § 6.10 of this Part.

“Division of Taxation” means the Rhode Island Division of Taxation.

“Estimated qualified rehabilitation expenditures” means the estimated amount of
QREs set forth in a Contract for a planned Rehabilitation.

“Executive Director” means the executive director of the Commission.

“Exempt from real property tax” means, with respect to any Certified Historic
Structure, that the structure is exempt from taxation pursuant to R.l. Gen. Laws §
44-3-3.

“Force majeure” means an event which is

1. reasonably unforeseen,
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2. outside the control of the Applicant and

3. could not be avoided by the Applicant’s exercise of due care. By way of
example, and not in limitation, any delays, work stoppages, or work force
reductions caused by financial difficulties, labor disputes or violations of
the law shall not be deemed a force majeure.

“Hard construction cost” means the direct Contractor costs for labor, material,
equipment, and services associated with an approved project, contractors’
overhead and profit, and other direct construction costs. Hard construction costs
do not include architectural and engineering fees, survey, legal expenses,
insurance premiums, development fees and other soft costs.

“Historic preservation certification application” means Parts 1, 2 and 3 of the
Commission’s application forms for each stage of the certification process, as
more fully set forth herein.

“Holding period” means twenty-four (24) months after the Commission issues a
Certificate of Completed Work to the Owner. In the case of a Rehabilitation which
may reasonably be expected to be completed in phases as described in R.1.
Gen. Laws § 44-33.6-2(16), "holding period" shall be extended to include a
period of time beginning on the date of issuance of a Certificate of Completed
Work for the first phase or phases for which a certificate is issued and continuing
until the expiration of twenty-four (24) months after the Certificate of Completed
Work issued for the last phase.

“Initial certificate holder” means an Owner or participant named by the Owner to
receive the historic tax credit certificate.

“Inspection” means a visit by an authorized representative of the Commission to
a property for the purposes of reviewing and evaluating the significance of the
building and the proposed, ongoing or completed Rehabilitation work, and by an
authorized representative of the Division of Taxation to verify expenses and costs
reported.

“Measuring period” means the twenty-four (24) month period selected by the
Owner ending within the taxable year in which a Certified Historic Structure is
Placed-in-Service. In the case of a Rehabilitation which may reasonably be
expected to be completed in phases set forth in architectural plans and
specifications completed before the Rehabilitation begins, this definition shall be
applied by substituting "sixty (60) month period" for "twenty-four (24) month
period." Notwithstanding anything to the contrary herein, the measuring period
shall not commence prior to July 3, 2013.
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“Neighborhood revitalization plan” means any plan or portion of a plan for the
revitalization of one or more defined communities that was developed by a state
agency, municipality, or one or more non-profit organizations, each of which is
exempt from taxation under Internal Revenue Code, 26 U.S.C. § 501(c)(3) and
has as one of its exempt purposes the provision of housing for low and moderate
income households [or the revitalization of one or more communities].

“Notification of assignment” means the notification filed with the Division of
Taxation of the assignment of all or a portion of the state historic preservation tax
credit.

“Owner” means a Person or Persons who hold legal fee or leasehold title to the
historic building or an identifiable portion thereof.

“Part 1 application” means the Historic Preservation Certification Application Part
1-Request for Historical Certification.

“Part 2 application” means the Historic Preservation Certification Application Part
2-Request for Certification of Proposed Rehabilitation (2013) and must include a
detailed project timeline and associated costs.

“Part 3 application” means the Historic Preservation Certification Application Part
3-Request for Certification of Completed Rehabilitation.

“Participant” means a partner in a partnership, member of an LLC, shareholder of
a subchapter S corporation, beneficial Owner of a trust, or any other Person
having an interest in a pass-through entity.

“Pass-Through entity” means a partnership, LLC, subchapter S-corporation,
association, nominee trust, or any other entity, the tax attributes of which are
passed through to the participants in such entity.

“Percentage interest” means the percentage interest in the historic preservation
tax credit allocated to an Owner, a participant, a co-owner of a multiple-owner
building or identifiable portion thereof, or another Person pursuant to the terms of
the applicable Allocation Agreement.

“Person” means any person, partnership, firm, corporation, (including both
business and non-profit corporations), LLC, trust, estate, association, or other
business entity.

“Phased project” means a project with identifiable portions of the building(s) to be
completed in phases set forth in architectural plans and specifications prepared
before the physical work on the Rehabilitation begins, as reported in the Part 2 of
the application filed with the Commission.
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“Placed-in-service” means that Substantial Rehabilitation work has been
completed which would allow for occupancy of the entire structure or some
identifiable portion of the structure, as established in the Part 2 Application or the
Owner has commenced depreciation of the QREs, whichever occurs first.
Issuance of a certificate of occupancy or similar permit authorizing occupancy of
the entire building or some identifiable portion by the municipal authority having
jurisdiction shall constitute sufficient evidence for purposes of the Act that the
building or the identifiable portion thereof that is the subject of the certificate of
occupancy has been placed-in-service. However, a building or identifiable portion
thereof may be treated as placed-in-service without a certificate of occupancy if
the building or identifiable portion thereof is placed in a condition or state of
readiness and availability for a specifically defined function, or upon the
commencement of the period for depreciation with respect to the building under
the Owner’s depreciation practice, whichever occurs earlier.

“Principal residence” means the principal residence of the Owner within the
meaning of Internal Revenue Code, 26 U.S.C. § 121 or any successor provision.

“Processing fees” means any of the fees set forth, defined and imposed in R.I.
Gen. Laws § 44-33.6-4(d).

“Qualified rehabilitation expenditures or "QREs” means any amounts expended
in the Rehabilitation of a Certified Historic Structure properly capitalized to the
building and either:

1. Depreciable under Internal Revenue Code, 26 U.S.C. § 1 et seq., or

2. Made with respect to property (other than the Principal Residence of the
Owner) held for sale by the Owner. Processing Fees paid pursuant to this
chapter are not qualified Rehabilitation expenses. Notwithstanding the
foregoing, except in the case of a nonprofit corporation, there will be
deducted from QREs for the purposes of calculating the tax credit any
funds made available to the Person (including any entity specified in R.1.
Gen. Laws § 44-33.6-3(a)) incurring the QREs in the form of a direct grant
from a federal, state or local governmental entity or agency or
instrumentality of government.

“Registered historic district” means any district listed in the national register of
historic places or the State Register of Historic Places.

“Rehabilitation” means the preservation of a historic building, its component
elements, and its structural system by means of repairs and/or selective
replacement of worn out materials and alterations to the building generally which
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are consistent with the building’s documented historic appearance without
destroying historically significant later additions.

“Remain idle” means that substantial work has ceased at the subject project;
work crews have been reduced by more than twenty-five percent (25%) for
reasons unrelated to scheduled completion of work in accordance with the
project schedule, reasonably unanticipated physical conditions, or Force
Majeure; or the project schedule that was originally submitted by the taxpayer to
the Commission has been extended by more than twelve (12) months for
reasons other than reasonably unanticipated physical conditions or an event of
Force Majeure (by way of example, and not in limitation, any delays, work
stoppage, or work force reduction caused by issues with project funding,
finances, disputes, or violation of laws shall be deemed to cause a project to
Remain Idle).

“Scattered site development” means a development project for which the
developer seeks or has obtained unified financing to rehabilitate dwelling units in
two (2) or more buildings located in an area that is defined by a Neighborhood
Revitalization Plan and is not more than one mile in diameter.

“Social club” means a corporation or other entity and/or its Affiliate that offers its
facilities primarily to members for social or recreational purposes and the majority
source of its revenue is from funds and/or dues paid by its members and/or an
entity defined as a social club pursuant to the Internal Revenue Code, 26 U.S.C.
§ 501(c)(7).

“Standards for rehabilitation” or "Standards" means the United States Secretary
of the Interior’'s Standards for Rehabilitation.

“State register of historic places” means the state register of historical,
architectural, and cultural sites, buildings, places, landmarks, or areas compiled
by the Commission pursuant to R.l. Gen. Laws § 42-45-5. Properties are listed
on the state register in accordance with the Commission’s procedures for
registration and protection of historic properties.

“Substantial construction” means that:

1. The Owner of a Certified Historic Structure has entered into a Contract
with the Division of Taxation and paid the Processing Fee;

2. The Commission has certified that the Certified Historic Structure’s
Rehabilitation will be consistent with the standards set forth in R.l. Gen.
Laws Chapter 44-33.6; and
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3. The Owner has, within five (5) years from the date of the executed
Contract, expended ten percent (10%) of its QREs, estimated in the
Contract entered into with the Division of Taxation for the project or its first
phase of a Phased Project as detailed in the Part 2 Application filed with
and approved by the Commission.

“Substantial rehabilitation” means, with respect to a Certified Historic Structure,
that the qualified Rehabilitation expenses of the building during the twenty-four
(24) month period selected by the taxpayer ending with or within the taxable year
exceed the Adjusted Basis in such building and its structural components as of
the beginning of such period, or July 3, 2013, whichever is later. In the case of
any Rehabilitation, which may reasonably be expected to be completed in
phases set forth in architectural plans and specifications completed before the
Rehabilitation begins, the above definition shall be applied by substituting “sixty
(60) month period” for “twenty-four (24) month period”.

“Tax administrator” means the person within the Rhode Island Department of
Revenue as described in R.l. Gen. Laws § 44-1-1 et seq.

“Trade or business” means an activity that is carried on for the production of
income from the sale or manufacture of goods or performance of services,
excluding residential rental activity.

General Overview

Effective July 3, 2013, R.l. Gen. Laws Chapter 44-33.6 establishes the “Historic
Preservation Tax Credits 2013” program. Persons wishing to participate in this
program must:

1. Beginning August 1, 2013 file an application for the Rhode Island historic
preservation tax credits 2013 program with the Division of Taxation using
Rhode Island Form HTC-13. Any application received prior to August 1,
2013 will be deemed received on August 1, 2013. These projects will be
placed in sequence on a “first come, first served” basis. This sequence is
also referred to within as the “queue”, and further described in § 6.8 of this
Part.

2. File Part 1 and Part 2 Applications with the Commission within ninety (90)

days of the date of notification by the Division of Taxation that tax credits
are available for the project.

a. Projects shall have twelve months from the certification date of Part
2 Application to commence Substantial Construction.



3. Within thirty (30) days after the date of Part 2 certification, Applicant shall
pay to the Division of Taxation a non-refundable Processing Fee equal to
three percent (3%) of the estimated QREs;

4. Enter into a Contract with the Division of Taxation. Prior to entering into
the Contract with the Division of Taxation, any taxpayer who has a project
that is currently entitled to Tax Credits under the Historic Structures - Tax
Credit program under R.l. Gen. Laws Chapter 44-33.2 must withdraw from
said program with respect to that project and forfeit any claims or redress
against the State attributable to that project made available under R.1.
Gen. Laws Chapter 44-33.2.

The maximum project credit is $5 million. No building to be completed in phases
or in multiple projects may exceed the maximum project credit of $5 million for all
phases or projects involved in the Rehabilitation of the building.

Persons incurring QREs for Substantial Rehabilitation of a Certified Historic
Structure certified in accordance with these rules and regulation are entitled to a
credit in an amount equal to the following:

1. Twenty percent (20%) of the QREs; or

2. Twenty-five percent (25%) of the QREs provided that either:

a. At least twenty-five percent (25%) of the total rentable area of the
Certified Historic Structure will be made available for a Trade or
Business; or

b. The entire rentable area located on the first floor of the Certified

Historic Structure will be made available for a Trade or Business.

Substantial Rehabilitation of the following properties are ineligible for the tax
credit authorized by R.l. Gen. Laws Chapter 44-33.6;

1. Property that is Exempt from Real Property Tax;
2. A Social Club; or

3. A single family home or a property that contains less than three (3)
residential apartments or condominiums.

Division of Taxation Reporting Requirements:

1. By August 15th of each year, the Division of Taxation must publicly report
the name, address, and amount of tax credit received for each recipient
(developer or initial holder) during the previous state fiscal year.



2. By September 1st of each year, the Division of Taxation must publicly
report in the aggregate certain information regarding the credits, such as
the number of jobs created, the number of Rhode Island businesses
retained for work, the total amount of QREs, and other items as required
by the Tax Administrator.

3. By September 1, 2018, and biennially thereafter, the Division of Taxation
must report in the aggregate the total number of approved projects, project
costs, and associated amount of tax credits.

Restrictive covenant. As provided in § 6.23 of this Part, upon issuance of a
Certificate of Completed Work, the Owner shall cause to be recorded in the
applicable land evidence records a restrictive covenant pursuant to which:

1. During the Holding Period, no alteration to the Certified Historic Structure
will be made without the Commission’s approval and in a manner
consistent with the Standards for Rehabilitation,

2. The Certified Historic Structure may not become Exempt from Real
Property Tax, and

3. The Commission and/or the Division of Taxation shall be granted the right
to one or more Inspections during the Holding Period to confirm matters
represented in the Historic Preservation Certification Application and to
review any alterations. If the Owner is the holder of leasehold title, the fee
Owner of the Certified Historic Structure must also execute the restrictive
covenant.

Tax Credit

Subject to the maximum credit provisions set forth in §§ 6.7(C) and (D) of this
Part below, any Person, firm, partnership, trust, estate, LLC, corporation
(whether for profit or nonprofit) or other business entity that incurs QREs for the
Substantial Rehabilitation of a Certified Historic Structure certified in accordance
with these regulations, provided the Rehabilitation is consistent with the
Standards of Rehabilitation as certified by the Commission and said Person, firm,
partnership, trust, estate, LLC, corporation or other business entity is not a Social
Club or Exempt from Real Property Tax, is entitled to a credit against the tax
imposed on such Person pursuant to R.I. Gen. Laws Chapters 44-11, 44-13,
(other than the tax imposed under R.l. Gen. Laws § 44-13-13), 44-14, 44-17 or
44-30 in an amount equal to the following:

1. Twenty percent (20%) of the QREs; or

2. Twenty-five percent (25%) of the QREs provided that either:



a. At least twenty-five percent (25%) of the total rentable area of the
Certified Historic Structure will be made available for a Trade or
Business; or

b. The entire rentable area located on the first floor of the Certified
Historic Structure will be made available for a Trade or Business.

C. Tax credits shall be allowed for the taxable year in which such
Certified Historic Structure or an identifiable portion of the structure
is Placed-in-Service provided that the Substantial Rehabilitation
test is met for such year.

Maximum project credit. The credit allowed pursuant to R.l. Gen. Laws Chapter
44-33.6 shall not exceed five million dollars ($5,000,000) for any Certified
Rehabilitation project under this program. No building to be completed in phases
or in multiple projects shall exceed the maximum project credit of five million
dollars ($5,000,000) for all phases or projects involved in the Rehabilitation of
such building.

Maximum aggregate credits. The aggregate credits Authorized to be Reserved
pursuant to R.l. Gen. Laws Chapter 44-33.6 shall not exceed sums estimated to
be available in the historic preservation tax credit fund as determined by the
Division of Taxation.

Subject to the exception provided in § 6.7(H) of this Part, if the amount of the tax
credit exceeds the taxpayer’s total tax liability for the year in which the
substantially rehabilitated property is Placed-in-Service, the amount that exceeds
the taxpayer’s tax liability may be carried forward for credit against the taxes
imposed for the succeeding ten (10) years, or until the full credit is used,
whichever occurs first. Credits allowed to a partnership, an LLC taxed as a
partnership or multiple Owners of property shall be passed through to the
Persons designated as partners, members or Owners respectively pro rata or
pursuant to an executed agreement among such Persons designated as
partners, members or Owners documenting an alternate distribution method
without regard to their sharing of other tax or economic attributes of such entity.
Credits may be allocated to partners, members or Owners that are exempt from
taxation under Internal Revenue Code, 26 U.S.C. §§ 501(c)(3), 501(c)(4) or
501(c)(6) and these partners, members or Owners must be treated as taxpayers
for purposes of these rules and regulations.

If the taxpayer has not claimed the tax credits in whole or part, taxpayers eligible
for the tax credits may assign, transfer or convey the credits, in whole or in part,
by sale or otherwise to any individual or entity, including, but not limited to,
condominium Owners in the event the Certified Historic Structure is converted



into condominiums and Assignees of the credits that have not claimed the tax
credits in whole or part may assign, transfer or convey the credits, in whole or in
part, by sale or otherwise to any individual or entity. The Assignee of the tax
credits may use acquired credits to offset up to one hundred percent (100%) of
the tax liabilities otherwise imposed pursuant to R.l. Gen. Laws Chapters 44-11,
44-13, (other than the tax imposed under R.l. Gen. Laws § 44-13-13), 44-14, 44-
17 or 44-30. The Assignee may apply the tax credit against taxes imposed on the
Assignee until the end of the tenth calendar year after the year in which the
substantially rehabilitated property is Placed-in-Service or until the full credit
assigned is used, whichever occurs first. Fiscal year Assignees may claim the
credit until the expiration of the fiscal year that ends within the tenth year after the
year in which the substantially rehabilitated property is Placed-in-Service. The
Assignor shall perfect the transfer by notifying the state of Rhode Island Division
of Taxation, in writing, within thirty (30) calendar days following the effective date
of the transfer and shall provide any information as may be required by the
Division of Taxation to administer and carryout the provisions of R.l. Gen. Laws
Chapter 44-33.6.

For purposes of R.l. Gen. Laws Chapter 44-33.6, any assignment or sales
proceeds received by the taxpayer for its assignment or sale of the tax credits
allowed pursuant to R.l. Gen. Laws Chapter 44-33.6 shall be exempt from tax
under R.l. Gen. Laws Title 44. If a tax credit is subsequently recaptured under
R.l. Gen. Laws Chapter 44-33.6, revoked or adjusted, the seller’s tax calculation
for the year of revocation, recapture, or adjustment shall be increased by the total
amount of the sales proceeds, without proration, as a modification under R.I.
Gen. Laws Chapter 44-30. In the event that the seller is not a natural person, the
seller’s tax calculation under R.l. Gen. Laws Chapters 44-11, 44-13 (other than
with respect to the tax imposed under R.l. Gen. Laws § 44-13-13), 44-14, or 44-
17, as applicable, for the year of revocation, recapture, or adjustment, shall be
increased by including the total amount of the sales proceeds without proration.

Credits allowed to partners, members or Owners that are exempt from taxation
under Internal Revenue Code, 26 U.S.C. §§ 501(c)(3), 501(c)(4) or 501(c)(6),
and only said credits, shall be refundable. Said entities shall file Rhode Island
Form HTC-14, Refund Request with the Division of Taxation, together with a
copy of a valid determination letter from the Internal Revenue Service certifying
their exempt status, and will be entitled to payment equal to 100% of the credit.

Substantial Rehabilitation of the following properties is ineligible for the tax
credits authorized under R.l. Gen. Laws Chapter 44-33.6:

1. Property that is Exempt from Real Property Tax;

2. A Social Club; or



3. A single family home or a property that contains less than three (3)
residential or condominiums; provided, however, a scattered site
development with five (5) or more residential units in the aggregate (which
may include single family homes) shall be eligible for tax credits, In the
event a Certified Historic Structure undergoes a Substantial Rehabilitation
pursuant to R.l. Gen. Laws Chapter 44-33.6 and within twenty-four (24)
months (sixty (60) months for a Phased Project) after issuance of a
Certificate of Completed Work the property becomes Exempt from Real
Property Tax, the taxpayer’s tax for the year shall be increased by the total
amount of credit actually used against the tax.

In the case of a corporation, this credit is only allowed against the tax of a
corporation included in a consolidated return that qualifies for the credit and not
against the tax of other corporations that may join in the filing of a consolidated
tax return.

The Initial Certificate Holder or the Assignee of such person may also claim the
credit in accordance with these rules and regulations.

Queuing Process

In order to comply with the requirements of § 6.7(D) of this Part, the Division of
Taxation has developed a “queuing” process, which is an equitable process that
will provide Applicants some degree of certainty as to what credit amounts may
be available to them at the conclusion of a project. This queuing process shall
consist of the following:

1. On or after August 1, 2013, any Person intending to participate in the
historic preservation tax credit 2013 program must first apply to the
Division of Taxation using basis as Form HTC-13. These projects will be
placed in sequence on a “first come, first served” further described in §
6.8(A)(7) of this Part below. Any application received before August 1,
2013 will be deemed received on August 1, 2013. This sequence is also
referred to within as the “queue.”

2. To remain eligible for the tax credits, Applicants have ninety (90) days
from the of date the Division of Taxation’s notice that credits are available
for their project to apply for Part 1 and Part 2 certification from the
Commission. Failure to do so will result in the loss of place in the queue
and forfeiture of all rights, claims and entitlements to the credits initially
available to the project. The project may reapply in accordance § 6.8(A)(1)
of this Part. At the time of reapplication the project will be placed at the
end of the queue. Any Part 1 or Part 2 certification received prior to
August 1, 2013 must be re-certified by the Commission.



3. Within thirty (30) days after the date of Part 2 certification, the Applicant
shall pay to the Division of Taxation a non-refundable Processing Fee
equal to three percent (3%) of the estimated QREs and shall execute the
Contract with the Division of Taxation.

4. The estimated credit amount, as filed on Form HTC-13, will not be
allocated to any other project, unless the project:

a. Remains Idle; or

b. Declares in writing to the Division of Taxation the Owner wishes to
abandon its claim under R.l. Gen. Laws Chapter 44-33.6; or

C. Fails to meet the deadlines as indicated in this Part; or

d. Fails to pay the appropriate Processing Fee; or

e. Fails to timely enter into a Contract with the Division of Taxation.
5. In order to maintain place in the queue, a project shall commence

Substantial Construction within twelve (12) months from the date of the
Part 2 certification letter, and cannot Remain Idle.

6. Upon the project’s voluntary or involuntary abandonment of tax credits, the
estimated tax credit which originally had been assigned to the project shall
be released and made available to other projects in sequence in the
queue, subject to the sunset provision in § 6.25 of this Part.

7. If all available tax credits have been allocated, a project applying for tax
credits shall be put at the end of the queue in the order of the date the
application was received by the Division of Taxation.

8. If multiple applications are received by the Division of Taxation on the
same day seeking credits in excess of the amount of credits available, the
Division of Taxation shall hold a public drawing to determine the queuing
order for such projects.

9. Applications will be deemed received on the date postmarked for delivery
in the U.S. mail or on the date delivered to the Division of Taxation by the
taxpayer or his representative, by messenger, or by an overnight delivery
service.

In the event funds become available, the Division of Taxation may notify a project
in the queue credits are available to them, provided the project has not been



Placed-in-Service. In the case of a Phased Project, credits may become
available only to those phases not yet Placed-in-Service.

1.

Example 1: Project not Placed-in-Service: An Applicant in the Queue for
which credits were not initially available decides to rehabilitate the building
even though credits are not available to the project. Subsequently, credits
became available and the project had not yet been Placed-in-Service. The
project would be eligible to receive tax credits.

Example 2: Project Placed-in-Service: An Applicant in the Queue for which
credits were not initially available decides to rehabilitate building even
though credits are not available to the project. The project was Placed-in-
Service before credits become available. The Applicant is not eligible to
receive tax credits.

Example 3 Phased Project: An Applicant in the Queue for which credits
were not initially available decides to rehabilitate building even though
credits are not available to the project. Subsequently, credits are available
to the project and the Applicant has completed Phase 1 and that phase
has been Placed-in Service. Accordingly, Phase 1 is not eligible for
credits. The other two phases of the project have not yet been completed
and have not been Placed-in-Service. The remaining phases of the project
would be eligible to receive tax credits.

Administration

To claim the tax credit authorized in R.l. Gen. Laws Chapter 44-33.6, the
Applicant shall apply:

1.

To the Commission, prior to the Certified Historic Structure being Placed-
in-Service, for a determination of historic significance;

To the Commission, prior to the Certified Historic Structure being Placed-
in-Service, for a certification that the Certified Historic Structure’s
Rehabilitation will be consistent with the Standards of the Secretary of the
United States Department of the Interior for Rehabilitation;

To the Commission, after completion of the Rehabilitation work of the
Certified Historic Structure, for a certification that the Rehabilitation is
consistent with the standards of the Secretary of the United States
Department of the Interior for Rehabilitation; and

To the Division of Taxation, after completion of the Rehabilitation work of
the Certified Historic Structure, for a certification as to the amount of tax
credit for which the Rehabilitation qualifies. The Commission and the



Division of Taxation may rely on the facts represented in the application
without independent investigation and, with respect to the amount of tax
credit for which the Rehabilitation qualifies, upon the certification by a
certified public accountant licensed in the state of Rhode Island. The
applications shall be developed by the Commission and the Division of
Taxation and may be amended from time to time.

Within thirty (30) days after the Commission’s and the Division of Taxation’s
receipt of the Applicant’s fully documented application requesting certification for
the completed Rehabilitation work:

1.

The Commission shall issue the Applicant a written determination either
denying or certifying the Rehabilitation; and

Subject to the Commission’s approval of the completed Rehabilitation and
provided that the Division of Taxation has received all materials required
by §§ 6.17 and 6.19 of this Part no later than the beginning of the thirty
(30) day period referenced above the Division of Taxation shall issue a
certification of the amount of credit for which the Rehabilitation qualifies.
To claim the tax credit, the Applicant shall attach the Division of Taxation’s
certification as to the amount of the tax credit to all state tax returns on
which the Credit is claimed.

No taxpayer may benefit from the provisions of R.l. Gen. Laws Chapter 44-33.6
unless the Owner of the Certified Historic Structure grants a restrictive covenant
to the Commission, agreeing that during the Holding Period no material
alterations to the Certified Historic Structure will be made without the
Commission’s prior approval and agreeing that such shall be done in a manner
consistent with the standards of the Secretary of the United States Department of
the Interior; and, in the event the Owner applies for the twenty-five percent (25%)
tax credit, that either:

1.

At least twenty-five percent (25%) of the total rentable area of the Certified
Historic Structure will be made available for a Trade or Business; or

The entire rentable area located on the first floor of the Certified Historic
Structure will be made available for a Trade or Business, in either case,
for a period of sixty (60) months after the placed-in-service date of the
Certified Historic Structure or identifiable portion