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FIRST REGULAR SESSION

HOUSE BILL NO. 905

96TH GENERAL ASSEMBLY

INTRODUCED BY REPRESENTATIVES ZERR (Sponsor) AND DIEHL (Co-sponsor).
2039L.01lI D. ADAM CRUMBLISS, Chief Clerk

AN ACT

Torepeal sections 253.545, 253.550, and 253.559, RSMo, and to enact in lieu thereof three new
sections relating to historic structures rehabilitation tax credits.

Be it enacted by the General Assembly of the state of Missouri, as follows:

Section A. Sections 253.545, 253.550, and 253.559, RSMo, are repeal ed and three new
sections enacted in lieu thereof, to be known as sections 253.545, 253.550, and 253.559, to read
asfollows:

253.545. Asused in sections 253.545 to 253.559, the following terms mean, unlessthe
context requires otherwise:

(1) "Certified historic structure”, aproperty located in Missouri and listed individually
on the National Register of Historic Places,

(2) "Deed in lieu of foreclosure or voluntary conveyance”, a transfer of title from a
borrower to the lender to satisfy the mortgage debt and avoid foreclosure;

(3) " Department”, the department of economic development;

(4) "Eligible property", property located in Missouri and offered or used for residential
or business purposes;

[(4)] (5) "Leasehold interest”, alease in an eligible property for aterm of not less than
thirty years,

[(5)] (6) "Principa", a managing partner, general partner, or president of a taxpayer;

[(6)] (7) "Structurein acertified historic district”, astructure located in Missouri which
is certified by the department of natural resources as contributing to the historic significance of
acertified historic district listed on the National Register of Historic Places, or alocal district
that has been certified by the United States Department of the Interior;

EXPLANATION — Matter enclosed in bold-faced brackets [thus] in the above bill isnot enacted and is intended
to be omitted from the law. Matter in bold-face typein the above bill is proposed language.
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[(7)] (8) "Taxpayer", any person, firm, partnership, trust, estate, limited liability
company, or corporation;

(9) "Total costs and expenses of rehabilitation”, includes but is not limited to
qualified rehabilitation expendituresasdefined in Section 47(c)(2) of thel nternal Revenue
Code of 1986, as amended, and any related regulations promulgated under such section,
and other reasonable costs and expenses related to therehabilitation of eigible property
that isacertified historicstructureor astructurein acertified historicdistrict. Taxpayers
may incur qualifying expensesincluded in thetotal costsand expensesof rehabilitation at
their own risk from the commencement of construction or one year before the receipt of
approval of apreliminary application under section 253.559, whichever isearlier.

253.550. 1. Any taxpayer incurring costs and expensesfor the rehabilitation of eligible
property, which is a certified historic structure or structure in a certified historic district, may,
subject to the provisions of this section and section 253.559, receive a credit against the taxes
imposed pursuant to chapters 143 and 148, except for sections 143.191 to 143.265, on such
taxpayer in an amount equa to twenty-five percent of the total costs and expenses of
rehabilitationincurred after January 1, 1998, [which shall include, but not belimitedto, qualified
rehabilitation expenditures as defined under section 47(c)(2)(A) of the Internal Revenue Code
of 1986, as amended, and the related regulations thereunder,] provided the rehabilitation costs
associated with rehabilitation and the expenses exceed fifty percent of the total basis in the
property and the rehabilitation meets standards consistent with the standards of the Secretary of
the United States Department of the Interior for rehabilitation as determined by the state historic
preservation officer of the Missouri department of natural resources.

2. During the period beginning on January 1, 2010, but ending on or after June 30, 2010,
the department of economic devel opment shall not approve applicationsfor tax creditsunder the
provisions of subsections 3 and 8 of section 253.559 which, in the aggregate, exceed seventy
million dollars, increased by any amount of tax credits for which approval shall be rescinded
under the provisions of section 253.559. For each fiscal year beginning on or after July 1, 2010,
the department of economic devel opment shall not approve applicationsfor tax creditsunder the
provisions of subsections 3 and 8 of section 253.559 which, in the aggregate, exceed one
hundred forty million dollars, increased by any amount of tax credits for which approval shall
be rescinded under the provisions of section 253.559. The limitations provided under this
subsection shall not apply to applications approved under the provisions of [subsection 3 of]
section 253.559 for projects to receive less than two hundred seventy-five thousand dollarsin
tax credits.

3. For al applicationsfor tax credits approved on or after January 1, 2010, no more than
two hundred fifty thousand dollars in tax credits may be issued for eligible costs and expenses
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incurred in the rehabilitation of an eligible property which is a nonincome producing
single-family, owner-occupied residential property and is either a certified historic structure or
astructurein acertified historic district.

4. The limitations on tax credit authorization provided under the provisions of
subsections 2 and 3 of this section shall not apply to:

(1) Any application submitted by a taxpayer, which has received approval from the
department prior to January 1, 2010; or

(2) Any taxpayer applying for tax credits, provided under this section, which, on or
before January 1, 2010, has filed an application with the department evidencing that such
taxpayer:

() Hasincurred costs and expenses for an eligible property which exceed the lesser of
five percent of thetotal project costsor one million dollars and received an approved Part | from
the Secretary of the United States Department of Interior; or

(b) Has received certification, by the state historic preservation officer, that the
rehabilitation plan meets the standards consistent with the standards of the Secretary of the
United States Department of the Interior, and the rehabilitation costs and expenses associated
with such rehabilitation shall exceed fifty percent of the total basisin the property.

253.559. 1. To obtain approva for tax credits allowed under sections 253.545 to
253.559, ataxpayer shall submit [an application] both preliminary and final applicationsfor
tax creditsto the department [of economic devel opment] asrequir ed under thissection, except
that rehabilitation projects that are otherwise exempt from the preliminary application
processor that are not subject to thelimitationson tax credit authorization provided for
under section 253.550 shall berequired to submit only afinal application for tax credits.
Each application for approval, including any applications received for supplemental allocations
of tax credits as provided under subsection 8 of this section, shall be prioritized for review and
approval, in the order of the date on which the application was postmarked, with the oldest
postmarked date receiving priority. Applications postmarked on the same day shall go through
alottery process to determine the order in which such applications shall be reviewed.

2. Each preliminary and final application shall be reviewed by the department [of
economic development] for approval. In order to receive approval, [an] a preliminary
application, other than applications submitted under the provisions of subsection 8 of this
section, shall include:

(1) Proof of ownership or site control. Proof of ownership shall include evidence that
the taxpayer isthe fee simple owner of the eligible property, such asawarranty deed or aclosing
statement. Proof of site control may be evidenced by aleasehold interest or an option to acquire
suchaninterest. If thetaxpayer isin the process of acquiring fee simple ownership, proof of site
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control shall include an executed sales contract or an executed option to purchase the eligible
property,

(2) Floor plansof theexisting structure, architectural plans, and, where applicable, plans
of the proposed aterations to the structure, as well as proposed additions;

(3) The estimated cost of rehabilitation, the anticipated total costs of the project, the
actual basis of the property, as shown by proof of actual acquisition costs, the anticipated total
labor costs, the estimated or actual project start date, and the estimated project compl etion date;

(4) Proof that the property is an eligible property and a certified historic structure or a
structure in a certified historic district, or evidence that the taxpayer has submitted the
necessary documentation to qualify the property as an €ligible property and a certified
historic structureor asastructurein acertified historicdistrict. A final deter mination of
such qualificationsshall not beaprerequisitefor approval of the preliminary application
or theincurrence of éigible costs; and

(5) Any other information which the department [of economic development] may
reasonably require to review the project for approval.

Only the property for which aproperty addressis provided in the application shall be reviewed
for approval. Once selected for review, ataxpayer shall not be permitted to request the review
of another property for approval in the place of the property contained in such application. Any
disapproved application shall be removed from thereview process. If an applicationisremoved
from thereview process, the department [of economic development] shall notify the taxpayer in
writing of the decision to remove such application. Disapproved applications shall lose priority
in the review process. A disapproved application, which is removed from the review process,
may be resubmitted, but shall be deemed to be a new submission for purposes of the priority
procedures described in this section.

3. If the department [of economic development] deems the application sufficient, the
taxpayer shall be notified in writing of the approval for an amount of tax credits equal to the
amount provided under section 253.550 less any amount of tax credits previously approved.
Such approvals shall be granted to applications in the order of priority established under this
section and shall require full compliance thereafter with al other requirements of law as a
condition to any claim for such credits.

4. Following approval of an application, the identity of the taxpayer contained in such
application shall not be modified except:

(1) Thetaxpayer may add partners, members, or shareholders as part of the ownership
structure, so long as the principal remains the same, provided however, that subsequent to the
commencement of renovation and the expenditure of at least ten percent of the proposed
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rehabilitation budget, removal of the principal for failureto perform duties and the appointment
of anew principal thereafter shall not constitute a change of the principal; or

(2) Where the ownership of the project is changed due to aforeclosure, deed in lieu of
aforeclosure or voluntary conveyance, or atransfer in bankruptcy.

5. Inthe event that the department [of economic devel opment] grants approval for tax
credits equal to the total amount available under subsection 2 of section 253.550, or sufficient
that when totaled with al other approvals, the amount available under subsection 2 of section
253.550 is exhausted, al taxpayers with applications then awaiting approval or thereafter
submitted for approval shall be notified by the department [of economic development] that no
additional approvals shall be granted during the fiscal year and shall be notified of the priority
given to such taxpayer's application then awaiting approval. Such applications shall be kept on
file by the department [of economic development] and shall be considered for approval for tax
credits in the order established in this section in the event that additiona credits become
available due to the rescission of approvals or when a new fiscal year's allocation of credits
becomes available for approval.

6. All taxpayerswith applicationsreceiving approval on or after the effectivedate of this
act shall commencerehabilitation, if rehabilitation hasnot previously begun, withintwoyears
of the date of issuance of theletter from the department [ of economic devel opment] granting the
approval for tax credits. "Commencement of rehabilitation™ shall mean that as of the date in
which actua physical work, contemplated by the architectural plans submitted with the
application, has begun, the taxpayer has incurred no less than ten percent of the estimated costs
of rehabilitation provided in the application. Taxpayerswith approval of aproject shall submit
evidence of compliance with the provisions of this subsection. Taxpayers may commence
rehabilitation and incur qualifying expensesat their own risk beforetheproperty islisted
on therequired historicregister. If therehabilitation receivesfinal approval under this
section, includingthenecessary verification of thetotal costsand expensesof r ehabilitation,
the taxpayer shall receive tax credits for all qualifying expenses. If the department [of
economic devel opment] determinesthat ataxpayer has failed to comply with the requirements
provided under this section, the approval for the amount of tax creditsfor such taxpayer shall be
rescinded and such amount of tax credits shall then beincludedinthetotal amount of tax credits,
provided under subsection 2 of section 253.550, from which approvals may be granted. Any
taxpayer whose approval shall be subject to rescission shall be notified of such from the
department [of economic development] and, upon receipt of such notice, may submit a new
application for the project.

7. To claim the credit authorized under sections 253.550 to 253.559, a taxpayer with
approval shall apply for final approval and issuance of tax credits from the department [of
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economic development] which, in consultation with the department of natural resources, shall
determine the fina amount of eligible rehabilitation costs and expenses and whether the
completed rehabilitation meets the standards of the Secretary of the United States Department
of the Interior for rehabilitation as determined by the state historic preservation officer of the
Missouri department of natural resources. Such adeter mination by thedepartment of natural
resour cesshall berequired only for final approval and issuanceof tax creditsand shall not
be required for approval of a preliminary application for tax credits. For financia
institutions credits authorized pursuant to sections 253.550 to 253.561 shall be deemed to be
economic development creditsfor purposes of section 148.064. The approval of all applications
and the issuing of certificates of eligible credits to taxpayers shall be performed by the
department [of economic development]. The department [of economic development] shall
inform a taxpayer of final approva by letter and shall issue, to the taxpayer, tax credit
certificates. Thetaxpayer shall attach the certificateto all Missouri incometax returnsonwhich
the credit is claimed.

8. Except asexpressly provided in this subsection, tax credit certificates shall beissued
inthefinal year that costsand expenses of rehabilitation of the project areincurred, or withinthe
twelve-month period immediately following the conclusion of such rehabilitation. Such
issuance deadline may be extended in thirty-day increments upon the mutual agreement
of the department and the taxpayer for the purpose of verifying total costs and expenses
of rehabilitation. Intheevent theamount of eligiblerehabilitation costs and expensesincurred
by ataxpayer would result in the issuance of an amount of tax creditsin excess of the amount
provided under suchtaxpayer'sapproval granted under subsection 3 of thissection, suchtaxpayer
may apply to the department for issuance of tax credits in an amount equal to such excess.
Applications for issuance of tax credits in excess of the amount provided under a taxpayer's
application shall be made on aform prescribed by the department. Such applications shall be
automatically approved, subject only to availability of tax credits and al provisions
regarding priority provided under subsection 1 of this section.

9. The department [of economic development] shall determine, on an annual basis, the
overall economic impact to the state from the rehabilitation of eligible property.

10. Taxpayersor duly authorized representativesmay appeal any official decision,
including all preliminary or final approvals and denials of approvals, made by the
department or the department of natural resources with regard to an application
submitted under sections253.550 to 253.559t0 an independent third-party appealsofficer
designated by the department. Such appeals under this section shall constitute an
administrative review of the decision appealed from and shall not be conducted as an
adjudicative proceeding.
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(1) Appealsshall be submitted to the designated appeals officer in writing within
thirty daysof receipt by thetaxpayer or the taxpayer'sduly authorized representative of
thedecision that isthesubject of theappeal, and shall includeall information theappellant
wishes the appeals officer to consider in deciding the appeal.

(2) Upon receipt of an appeal, theappealsofficer shall notify thedepartment or the
department of natural resources that an appeal is pending, identify the decision being
appealed, and forward a copy of the information submitted by the appellant. The
department or the department of natural resour cesmay submit awritten responsetothe
appeal.

(3) Theappellant shall beentitled toone meetingwith theappealsofficer to discuss
the appeal, but the appeals officer may schedule additional meetings at the officer's
discretion. The department or the department of natural resources may appear at all
meetings.

(4) The appeals officer shall consider the record of the decision in question, any
further written submissions by the appellant and the department or the department of
natural resour ces, and other availableinformation, and shall deliver awritten decision to
all partiesas promptly as circumstances per mit.

11. Notwithstanding any other provision of law to the contrary, the department
may char ge a fee of not more than one percent of the estimated cost of rehabilitation for
each preliminary application submitted under this section, which shall be used solely for
the purpose of funding the administration of the tax credit program authorized under
sections 253.550 to 253.559 by the department and the department of natural resour ces.
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