
ARC 1968C
REVENUE DEPARTMENT[701]

Adopted and Filed

Pursuant to the authority of Iowa Code sections 17A.3, 404A.6, 421.14, and 422.68, the Department
of Revenue hereby adopts amendments to Chapter 42, “Adjustments to Computed Tax and Tax Credits,”
Chapter 52, “Filing Returns, Payment of Tax, Penalty and Interest, and Tax Credits,” and Chapter 58,
“Filing Returns, Payment of Tax, Penalty and Interest, and Tax Credits,” Iowa Administrative Code.

In 2014 IowaActs, House File 2453, the General Assembly made changes to the Historic Preservation
and Cultural and Entertainment District Tax Credit Program. This program is administered by the
Department of Cultural Affairs with the assistance of the Department of Revenue. The amendments are
necessary to implement new program requirements for the aspects of the program that are administered
by the Department of Revenue. (See also ARC 1970C published herein for the Historical Division’s
Adopted and Filed rule making relating to this program.)

Notice of Intended Action was published in the Iowa Administrative Bulletin as ARC 1837C on
January 21, 2015. A public hearing was held on February 11, 2015.

Several public comments were received regarding the Department’s proposed subrules 42.54(3) and
52.47(3) on “qualified rehabilitation expenditures” for projects with agreements entered into on or after
the effective date of 2014 Iowa Acts, House File 2453. In general, the comments expressed concern that
proposed subrules 42.54(3) and 52.47(3) were more restrictive than federal law regarding a taxpayer’s
ability to receive the tax credit for expenditures paid for with other public financing. The federal law
is incorporated by reference into Iowa Code section 404A.1(6). The Department recognizes that the
business structures involved in historic development projects are complex and that the interplay between
public and private financingmust be reviewed on a case-by-case basis. Therefore, the Department did not
adopt the language originally proposed in paragraphs “a” and “b” of subrules 42.54(3) and 52.47(3). The
Department instead revised the relevant portion of paragraphs 42.54(3)“b” and 52.47(3)“b” to include
the language in Iowa Code section 404A.1(6)“b” to clarify that projects are permitted to receive the state
tax credit for expenses paid for with other public dollars if the federal law permits the projects to receive
the federal credit on those expenses. However, because the state program permits a broader range of
applicants than does the federal program, the Department has included an explanation of how public
dollars are treated for those projects to provide guidance to applicants to which the federal law does not
apply. The Department also revised the language in paragraphs 42.54(3)“a” and 52.47(3)“a” on the types
of property and services that are eligible. The paragraphs now reference Internal Revenue Code Section
47, rather than the Treasury Regulation, for projects in general. The Department retained the reference
to the Treasury Regulation for nonprofits to mirror Iowa Code section 404A.1(6).

One comment was received recommending that in subrule 52.18(3), the Department strike the last
sentence of the example, which describes federal basis reduction. As recommended, the last sentence
has been stricken in subrule 52.18(3) as well as in subrule 42.19(3), which includes identical language.

The Department also received two questions regarding why subrules 42.19(4), 42.19(6), and 42.54(5)
require a transferee of a tax credit to provide information about the consideration provided in exchange
for the transferred tax credit. Under Iowa Code section 404A.2(5), a transferee must provide any
information required by the Department. The Department requires information about the price paid for
transferred tax credits because transferable tax credits are often sold. The Department needs information
on the price paid for those tax credits in order to fulfill its statutory obligation, pursuant to Iowa Code
section 404A.5, to assist the Department of Cultural Affairs in keeping the General Assembly and the
Legislative Services Agency informed about the economic impact of qualified rehabilitation projects.
Because this information is necessary and within the Department’s authority to require, the Department
did not make any changes to the rule making in regard to the questions.

In addition, due to the volume of comments and the fact that many of them are related both to ARC
1837C and to ARC 1836C (the Historical Division’s Notice of Intended Action), the Department of
Cultural Affairs and the Department of Revenue compiled all of the comments received into an appendix

1

https://www.legis.iowa.gov/docs/ico/section/404A.1.pdf


and created a document of combined responses to those comments. Both the appendix and the responses
are available at: https://tax.iowa.gov/comments-administrative-rules.

Any person who believes that the application of the discretionary provisions of these amendments
would result in hardship or injustice to that person may petition the Department for a waiver of the
discretionary provisions, if any.

The Department adopted these amendments on March 27, 2015.
After analysis and review of this rule making, the Department finds that the changes to the program

could have a positive impact on jobs. The adopted changes clarify existing rules and provide guidance
on the type of expenses that qualify, which should help program users better prepare for project success.

These amendments are intended to implement 2014 Iowa Acts, House File 2453.
These amendments will become effective May 20, 2015.
The following amendments are adopted.
ITEM 1. Amend rule 701—42.19(404A,422) as follows:

701—42.19(404A,422) Historic preservation and cultural and entertainment district tax credit for
projects with Part 2 applications approved and tax credits reserved prior to July 1, 2014. A historic
preservation and cultural and entertainment district tax credit, subject to the availability of the credit, may
be claimed against a taxpayer’s Iowa individual income tax liability for 25 percent of the qualified costs
of rehabilitation of property to the extent the costs were incurred on or after July 1, 2000, for approved
rehabilitation projects of eligible property in Iowa. The administrative rules for the historic preservation
and cultural and entertainment district tax credit for the historical division of the department of cultural
affairs may be found under 223—Chapter 48.

The general assembly has mandated that the department of cultural affairs and the department of
revenue adopt rules to jointly administer Iowa Code chapter 404A. 2014 Iowa Acts, House File 2453,
amended the historic preservation and cultural and entertainment district tax credit program effective
July 1, 2014. The department of revenue’s provisions for projects with tax credits reserved prior to
July 1, 2014, are found in this rule. The department of revenue’s provisions for projects with agreements
entered into on or after July 1, 2014, are found in rule 701—42.54(404A,422). The department of cultural
affairs’ rules related to this program may be found at 223—Chapter 48. Division I of 223—Chapter 48
applies to projects with reservations approved prior to July 1, 2014. Division II of 223—Chapter 48
applies to projects with agreements entered into on or after July 1, 2014.

Notwithstanding anything contained herein to the contrary, the department of cultural affairs shall
not reserve tax credits under 2013 Iowa Code chapter 404A as amended by 2013 Iowa Acts, chapter 112,
section 1, for applicants that do not have an approved Part 2 application and a tax credit reservation on or
before June 30, 2014. Projects with approved Part 2 applications and provisional tax credit reservations
on or before June 30, 2014, shall be governed by 2013 Iowa Code chapter 404A as amended by 2013
Iowa Acts, chapter 112, section 1; by 223—Chapter 48, Division I; and by rule 701—42.19(404A,422).
Projects for which Part 2 applications were approved and agreements entered into after June 30, 2014,
shall be governed by 2014 Iowa Acts, House File 2453; by 223—Chapter 48, Division II; and by rule
701—42.54(404A,422).

42.19(1) Eligible properties for the historic preservation and cultural and entertainment district
tax credit. The following types of property are eligible for the historic preservation and cultural and
entertainment district tax credit:

a. Property verified as listed on the National Register of Historic Places or eligible for such listing.
b. Property designated as of historic significance to a district listed in the National Register of

Historic Places or eligible for such designation.
c. Property or district designated a local landmark by a city or county ordinance.
d. Any barn constructed prior to 1937.
42.19(2) Application and review process for the historic preservation and cultural and entertainment

district tax credit.
a. Taxpayers who want to claim an income tax credit for completing a historic preservation and

cultural and entertainment district project must submit an application for approval of the project. The
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application forms for the historic preservation and cultural and entertainment district tax credit may be
requested from the State Tax Credit Program Manager, State Historic Preservation Office, Department
of Cultural Affairs, 600 E. Locust, Des Moines, Iowa 50319-0290. The telephone number for this office
is (515)281-4137. Applications for the credit will be accepted by the state historic preservation office
on or after July 1, 2000, until such time as all the available credits allocated for each fiscal year are
encumbered. For fiscal years beginning on or after July 1, 2000, $2.4 million shall be appropriated for
historic preservation and cultural and entertainment district tax credits for each year. For the fiscal years
beginning July 1, 2005, and July 1, 2006, an additional $4 million of tax credits is appropriated for
projects located in cultural and entertainment districts which are certified by the department of cultural
affairs. If less than $4 million of tax credits is appropriated during a fiscal year, the remaining amount
shall be applied to reserved tax credits for projects not located in cultural and entertainment districts
in the order of original reservation by the department of cultural affairs. For the fiscal year beginning
July 1, 2007, $10 million in historic preservation and cultural and entertainment district tax credits is
available. For the fiscal year beginning July 1, 2008, $15 million in historic preservation and cultural
and entertainment district tax credits is available. For the fiscal year beginning July 1, 2009, through the
fiscal year beginning July 1, 2011, $50 million in historic preservation and cultural and entertainment
district tax credits is available. The allocation of the $50 million of credits for the fiscal year beginning
July 1, 2009, through the fiscal year beginning July 1, 2011, is set forth in rule 223—48.7(303,404A).
For fiscal years beginning on or after July 1, 2012, $45 million in historic preservation and cultural and
entertainment district tax credits is available. Tax credits shall not be reserved by the department of
cultural affairs for more than three years except for tax credits issued for contracts entered into prior to
July 1, 2007.

b. For the state fiscal year beginning on July 1, 2009, $20 million of the credits may be claimed
on tax returns beginning on or after January 1, 2009, and $30 million of the credits may be claimed on
tax returns beginning on or after January 1, 2010. For the state fiscal year beginning July 1, 2010, $20
million of the credits may be claimed on tax returns beginning on or after January 1, 2010, and $30
million of tax credits may be claimed on tax returns beginning on or after January 1, 2011. For the state
fiscal year beginning July 1, 2011, $20 million of the credits may be claimed on tax returns beginning
on or after January 1, 2011, and $30 million of tax credits may be claimed on tax returns beginning on
or after January 1, 2012.

c. b. Applicants for the historic preservation and cultural and entertainment district tax credit must
include all information and documentation requested on the application forms for the credit in order for
the application to be processed.

d. The state historic preservation office (SHPO) shall establish selection criteria and standards for
rehabilitation projects involving eligible property. The approval process shall not exceed 90 days from
the date the application is received by SHPO. To the extent possible, the standards used by SHPO shall
be consistent with the standards of the United States Secretary of the Interior for rehabilitation of eligible
property.

e. Once SHPO approves a particular historic preservation and cultural and entertainment district
tax credit project application, the office will encumber an estimated historic preservation and cultural and
entertainment district tax credit under the name of the applicant(s) for the year the project is approved.

42.19(3) Computation of the amount of the historic preservation and cultural and entertainment
district tax credit. The amount of the historic preservation and cultural and entertainment district tax
credit is 25 percent of the qualified rehabilitation costs made to an eligible property in a project. Qualified
rehabilitation costs are those rehabilitation costs approved by SHPO the state historic preservation office
for a project for a particular taxpayer to the extent those rehabilitation costs are actually expended by
that taxpayer.

a. In the case of commercial property, qualified rehabilitation costs must equal at least $50,000 or
50 percent of the assessed value of the property, excluding the value of the land, prior to rehabilitation,
whichever is less. In the case of property other than commercial property, the qualified rehabilitation
costs must equal at least $25,000 or 25 percent of the assessed value, excluding the value of the land,
prior to the rehabilitation, whichever amount is less.
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b. In computing the tax credit, the only costs whichmay be included are the qualified rehabilitation
costs incurred commencing from the date on which the first qualified rehabilitation cost is incurred and
ending with the end of the taxable year in which the property is placed in service. The rehabilitation
period may include dates that precede approval of a project, provided that any qualified rehabilitation
costs incurred prior to the date of approval of the project are qualified rehabilitation costs.

c. For purposes of the historic preservation and cultural and entertainment district tax credit,
qualified rehabilitation costs include those costs properly included in the basis of the eligible property
for income tax purposes. Costs treated as expenses and deducted in the year paid or incurred and
amounts that are otherwise not added to the basis of the property for income tax purposes are not
qualified rehabilitation costs. Amounts incurred for architectural and engineering fees, site survey
fees, legal expenses, insurance premiums, development fees, and other construction-related costs are
qualified rehabilitation costs to the extent they are added to the basis of the eligible property for tax
purposes. Costs of sidewalks, parking lots, and landscaping do not constitute qualified rehabilitation
costs. Any rehabilitation costs used in the computation of the historic preservation and cultural and
entertainment district tax credit are not added to the basis of the property for Iowa income tax purposes
if the rehabilitation costs were incurred in a tax year beginning on or after January 1, 2000, but prior
to January 1, 2001. Any rehabilitation costs incurred in a tax year beginning on or after January
1, 2001, are added to the basis of the rehabilitated property for income tax purposes except those
rehabilitation expenses that are equal to the amount of the computed historic preservation and cultural
and entertainment district tax credit for the tax year.

EXAMPLE: For example, the The basis of a commercial building in a historic district was $500,000,
excluding the value of the land, before the rehabilitation project. During a project to rehabilitate this
building, $600,000 in rehabilitation costs were expended to complete the project and $500,000 of those
rehabilitation costs were qualified rehabilitation costs which were eligible for the historic preservation
and cultural and entertainment district tax credit of $125,000. Therefore, the basis of the building for
Iowa income tax purposes was $975,000, since the qualified rehabilitation costs of $125,000, which are
equal to the amount of the historic preservation and cultural and entertainment district tax credit for the
tax year, are not added to the basis of the rehabilitated property. The basis of the building for federal
income tax purposes was $1,100,000. However, for tax years beginning only in the 2000 calendar year,
the basis of the building for Iowa income tax purposes would have been $600,000, since for those tax
periods, any qualified rehabilitation expenses used to compute the historic preservation and cultural and
entertainment district tax credit for the tax year could not be added to the basis of the property. It should
be noted that this example does not consider any possible reduced basis for the building for federal
income tax purposes due to the rehabilitation investment credit provided in Section 47 of the Internal
Revenue Code. If the building in this example were eligible for the federal rehabilitation credit provided
in Section 47 of the Internal Revenue Code, the basis of the building for Iowa tax purposes would be
reduced accordingly by the same amount as the reduction required for federal tax purposes.

42.19(4) Completion of the historic preservation and cultural and entertainment district project
and claiming the historic preservation and cultural and entertainment district tax credit on the Iowa
return. After the taxpayer completes an authorized rehabilitation project, the taxpayer must be issued a
certificate of completion of the project from the state historic preservation office of the department of
cultural affairs. After verifying the taxpayer’s eligibility for the historic preservation and cultural and
entertainment district tax credit, the state historic preservation office shall issue a historic preservation
and cultural and entertainment district tax credit certificate, which shall be attached to included with the
taxpayer’s income tax return for the tax year in which the rehabilitation project is completed or the year
the credit was reserved, whichever is the later. For example, if a project was completed in 2008 and the
credit was reserved for the state fiscal year ending June 30, 2010, the credit can be claimed on the 2009
calendar year return that is due on April 30, 2010. The tax credit certificate shall include the taxpayer’s
name, the taxpayer’s address, the taxpayer’s tax identification number, the address or location of the
rehabilitation project, the date the project was completed, the year the tax credit was reserved and the
amount of the historic preservation and cultural and entertainment district tax credit. In addition, the tax
credit certificate shall include a place for the name and tax identification number of a transferee, and the
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amount of the tax credit being transferred, and any consideration received in exchange for the tax credit,
as provided in subrule 42.19(6). In addition, if the taxpayer is a partnership, limited liability company,
estate or trust, where the tax credit is allocated to the owners or beneficiaries of the entity, a list of the
owners or beneficiaries and the amount of credit allocated to each owner or beneficiary shall be provided
with the certificate. The tax credit certificate shall be attached to included with the income tax return for
the period in which the project was completed. If the amount of the historic preservation and cultural
and entertainment district tax credit exceeds the taxpayer’s income tax liability for the tax year for which
the credit applies, the taxpayer is entitled to a refund of the excess portion of the credit at a discounted
value for tax periods ending prior to July 1, 2007. However, the refund cannot exceed 75 percent of the
allowable tax credit. The refund of the tax credit shall be computed on the basis of the following table:

Annual Interest
Rate

Five-Year Present Value/Dollar
Compounded Annually

5% $.784
6% $.747
7% $.713
8% $.681
9% $.650
10% $.621
11% $.594
12% $.567
13% $.543
14% $.519
15% $.497
16% $.476
17% $.456
18% $.437

EXAMPLE: The following is an example to show how the table can be used to compute a refund for
a taxpayer. An individual has a historic preservation and cultural and entertainment district tax credit of
$800,000 for a project completed in 2001. The individual had an income tax liability prior to the credit
of $300,000 on the 2001 return, which leaves an excess credit of $500,000. The annual interest rate
for tax refunds issued by the department of revenue in the 2001 calendar year is 11 percent. Therefore,
to compute the five-year present value of the $500,000 excess credit, $500,000 is multiplied by the
compound factor for 11 percent of .594 in the table, which results in a refund of $297,000.

For tax years ending on or after July 1, 2007, any historic preservation and cultural and entertainment
district tax credit in excess of the taxpayer’s tax liability is fully refundable. In lieu of claiming the
refund, the taxpayer may elect to have the overpayment credited to the tax liability for the following tax
year.

42.19(5) Allocation of historic preservation and cultural and entertainment district tax credits to the
individual owners of the entity for tax credits reserved for fiscal years beginning on or after July 1, 2012.

a. Projects beginning prior to July 1, 2005. When the taxpayer that has earned a historic
preservation and cultural and entertainment district tax credit is a partnership, limited liability company,
S corporation, estate or trust where the individual owners of the business entity are taxed on the income
of the entity, the historic preservation and cultural and entertainment district tax credit shall be allocated
to the individual owners. The business entity shall allocate the historic preservation and cultural and
entertainment district tax credit to each individual owner on the same pro rata basis as the earnings of
the business are allocated to the owners for projects beginning prior to July 1, 2005. For example, if a
partner of a partnership received 25 percent of the earnings or income of the partnership for the tax year
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in which the partnership had earned a historic preservation and cultural and entertainment district tax
credit, 25 percent of the credit would be allocated to this partner.

b. Projects beginning on or after July 1, 2005, for tax credits reserved for fiscal years beginning
prior to July 1, 2012. For projects beginning on or after July 1, 2005, for tax credits reserved for fiscal
years beginning prior to July 1, 2012, which used low-income housing credits authorized under Section
42 of the Internal Revenue Code to assist in the financing of the rehabilitation project, the credit does not
have to be allocated based on the pro rata share of earnings of the partnership, limited liability company
or S corporation. For these projects, the partnership, limited liability company or S corporation may
designate the amount of the tax credit to be allocated to each partner, member or shareholder.

c. Tax credits reserved for fiscal years beginning on or after July 1, 2012. For tax credits reserved for
fiscal years beginning on or after July 1, 2012, the partnership, limited liability company or S corporation
may designate the amount of the tax credit to be allocated to each partner, member or shareholder. The
credit does not have to be allocated based on the pro rata share of earnings of the partnership, limited
liability company or S corporation.

42.19(6) Transfer of the historic preservation and cultural and entertainment district tax credit. For
tax periods beginning on or after January 1, 2003, the historic preservation and cultural and entertainment
district tax credit certificates may be transferred to any person or entity. A tax credit certificate of less
than $1,000 shall not be transferable.

Within 90 days of transfer of the tax credit certificate for transfers prior to July 1, 2006, the
transferee must submit the transferred tax credit certificate to the state historic preservation office of the
department of cultural affairs, along with a statement which contains the transferee’s name, address and
tax identification number and amount of the tax credit being transferred. For transfers on or after July
1, 2006, the transferee must submit the transferred tax credit certificate to the department of revenue.
Within 30 days of receiving the transferred tax credit certificate and the statement from the transferee
for transfers prior to July 1, 2006, the state historic preservation office shall issue a replacement tax
credit certificate to the transferee.

a. For transfers on or after July 1, 2006, the department of revenue will issue the replacement
tax credit certificate to the transferee. Within 90 days of the transfer of the tax credit certificate, the
transferee must submit the transferred tax credit certificate to the department of revenue along with a
statement containing the transferee’s name, tax identification number and address, the denomination that
each replacement tax credit certificate is to carry, the amount of all consideration provided in exchange for
the tax credit and the names of recipients of any consideration provided in exchange for the tax credit.
If a payment of money was any part of the consideration provided in exchange for the tax credit, the
transferee shall list the amount of the payment of money in its statement to the department of revenue. If
any part of the consideration provided in exchange for the tax credit included nonmonetary consideration,
including but not limited to any promise, representation, performance, discharge of debt or nonmonetary
rights or property, the tax credit transferee shall describe the nature of nonmonetary consideration and
disclose any value the transferor and transferee assigned to the nonmonetary consideration. The tax
credit transferee must indicate on its statement to the department of revenue if no consideration was
provided in exchange for the tax credit. If the transferee is a partnership, limited liability company or
S corporation, the transferee shall provide a list of the partners, members or shareholders and information
on how the historic preservation and cultural and entertainment district tax credit should be divided
among the partners, members or shareholders. The transferee shall also provide the tax identification
numbers and addresses of the partners, members or shareholders. The replacement tax credit certificate
must contain the same information that was on the original certificate and must have the same expiration
date as the original tax credit certificate.

b. The transferee may use the amount of the tax credit for any tax period for which the original
transferor could have claimed the tax credit. Any consideration received for the transfer of the tax credit
shall not be included in Iowa taxable income for individual income, corporation income or franchise
tax purposes. Any consideration paid for the transfer of the tax credit shall not be deducted from Iowa
taxable income for individual income, corporation income or franchise tax purposes.
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c. If the historic preservation and cultural and entertainment district tax credit of the transferee
exceeds the tax liability shown on the transferee’s return, the refund tax credit shall be discounted as
described in subrule 42.19(4) for tax years ending prior to July 1, 2007, just as the refund would have
been discounted on the Iowa income tax return of the taxpayer. For tax years ending on or after July
1, 2007, any historic preservation and cultural and entertainment district tax credit of the transferee in
excess of the transferee’s tax liability is fully refundable.

This rule is intended to implement Iowa Code chapter 404A as amended by 2013 Iowa Acts, Senate
File 436, and Iowa Code section 422.11D.

ITEM 2. Adopt the following new rule 701—42.54(404A,422):

701—42.54(404A,422) Historic preservation and cultural and entertainment district tax credit for
projects with Part 2 applications approved on or after July 1, 2014, and agreements entered into
on or after July 1, 2014. The department of cultural affairs is authorized by the general assembly to
award tax credits for a percentage of the qualified rehabilitation expenditures on a qualified rehabilitation
project as described in the historic preservation and cultural and entertainment district tax credit program,
Iowa Code chapter 404A. The program is administered by the department of cultural affairs with the
assistance of the department of revenue. The general assembly has mandated that the department of
cultural affairs and the department of revenue adopt rules to jointly administer Iowa Code chapter 404A.
In general, the department of cultural affairs is responsible for evaluating whether projects comply with
the prescribed standards for rehabilitation while the department of revenue is responsible for evaluating
whether projects comply with the tax aspects of the program.

2014 Iowa Acts, House File 2453, amended the historic preservation and cultural and entertainment
district tax credit program effective July 1, 2014. The department of revenue’s provisions for projects
with Part 2 applications approved and tax credits reserved prior to July 1, 2014, are found in rule
701—42.19(404A,422). The department of revenue’s provisions for projects with Part 2 applications
approved on or after July 1, 2014, and with agreements entered into on or after July 1, 2014, are found in
this rule. The department of cultural affairs’ rules related to this program may be found at 223—Chapter
48. Division I of 223—Chapter 48 applies to projects with tax credit reservations approved prior to July
1, 2014. Division II of 223—Chapter 48 applies to projects with Part 2 applications approved on or
after July 1, 2014, and agreements entered into on or after July 1, 2014.

Notwithstanding anything contained herein to the contrary, the department of cultural affairs shall
not reserve tax credits under 2013 Iowa Code chapter 404A as amended by 2013 Iowa Acts, chapter 112,
section 1, for applicants that do not have an approved Part 2 application and a tax credit reservation on or
before June 30, 2014. Projects with approved Part 2 applications and provisional tax credit reservations
on or before June 30, 2014, shall be governed by 2013 Iowa Code chapter 404A as amended by 2013
Iowa Acts, chapter 112, section 1; by 223—Chapter 48, Division I; and by rule 701—42.19(404A,422).
Projects for which Part 2 applications were approved and agreements entered into after June 30, 2014,
shall be governed by 2014 Iowa Acts, House File 2453; by 223—Chapter 48, Division II; and by this
rule.

42.54(1) Application, registration, and agreement for the historic preservation and cultural and
entertainment district tax credit. Taxpayers that want to claim an income tax credit for completing a
qualified rehabilitation project must submit an application for approval of the project. The application
forms and instructions for the historic preservation and cultural and entertainment district tax credit are
available on the department of cultural affairs’ Web site. Once a project is registered, the taxpayer must
enter into an agreement with the department of cultural affairs to be eligible for the credit.

42.54(2) Computation of the amount of the historic preservation and cultural and entertainment
district tax credit. The amount of the historic preservation and cultural and entertainment district tax
credit is a maximum of 25 percent of the qualified rehabilitation expenditures verified by the department
of cultural affairs and the department of revenue following project completion, up to the amount specified
in the agreement between the taxpayer and the department of cultural affairs.

42.54(3) Qualified rehabilitation expenditures. “Qualified rehabilitation expenditures” means the
same as defined in rule 223—48.22(404A) of the historical division of the department of cultural affairs.
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In general, the department of cultural affairs evaluates whether expenditures comply with the prescribed
standards for rehabilitation while the department of revenue evaluates whether expenditures comply
with the tax requirements to be considered qualified rehabilitation expenditures, including whether the
expenditures are in accordance with the requirements of Internal Revenue Code Section 47 and its related
regulations.

a. Type of property and services eligible. In accordance with Iowa Code section 404A.1(6),
the types of property and services claimed for the state tax credit must be “qualified rehabilitation
expenditures” in accordance with Internal Revenue Code Section 47. Notwithstanding the foregoing
sentence, expenditures incurred by an eligible taxpayer that is a nonprofit organization as defined in
Iowa Code section 404A.1(4) shall be considered “qualified rehabilitation expenditures” if they are for
“structural components,” as that term is defined in Treasury Regulation § 1.48-1(e)(2), and for amounts
incurred for architectural and engineering fees, site survey fees, legal expenses, insurance premiums,
development fees and other construction-related costs.

b. Effect of financing sources on eligibility of expenditures. Qualified rehabilitation expenditures
do not include expenditures financed by federal, state, or local government grants or forgivable loans
unless otherwise allowed under Section 47 of the Internal Revenue Code. For an eligible taxpayer
that is a nonprofit organization as defined in Iowa Code section 404A.1(4) that is not eligible for the
federal rehabilitation credit, or another person that is not eligible for the federal rehabilitation credit,
expenditures financed with federal, state, or local government grants or forgivable loans are not qualified
rehabilitation expenditures.

42.54(4) Completion of the qualified rehabilitation project and claiming the tax credit on the Iowa
return. After the taxpayer completes a qualified rehabilitation project, the taxpayer will be issued a
certificate of completion of the project from the department of cultural affairs if the project complies with
the federal standards, as defined in rule 223—48.22(404A). After the department of cultural affairs and
the department of revenue verify the taxpayer’s eligibility for the tax credit, the department of cultural
affairs shall issue a tax credit certificate. For the taxpayer to claim the credit, the certificate must be
included with the taxpayer’s income tax return for the tax year in which the rehabilitation project is
completed or the year in which the certificate is issued, whichever is later.

a. Information required. The tax credit certificate shall include the taxpayer’s name, the
taxpayer’s address, the taxpayer’s tax identification number, the address or location of the rehabilitation
project, the date the project was completed and the amount of the historic preservation and cultural
and entertainment district tax credit. In addition, the tax credit certificate shall include a place for the
name and tax identification number of a transferee and the amount of the tax credit being transferred,
as provided in subrule 42.54(5). In addition, if the taxpayer is a partnership, limited liability company,
estate or trust, and the tax credit is allocated to the owners or beneficiaries of the entity, a list of the
owners or beneficiaries and the amount of credit allocated to each owner or beneficiary shall be provided
with the certificate. The tax credit certificate shall be included with the income tax return for the period
in which the project was completed or in which the certificate is issued, whichever is later.

b. Refund or carryforward. Any historic preservation and cultural and entertainment district tax
credit in excess of the taxpayer’s tax liability is fully refundable with interest computed under Iowa Code
section 422.25. In lieu of claiming the refund, the taxpayer may elect to have the overpayment credited
to the tax liability for the following tax year.

c. Allocation of historic preservation and cultural and entertainment district tax credits to the
individual owners of the entity. A partnership, limited liability company or S corporation may designate
the amount of the tax credit to be allocated to each partner, member or shareholder. The credit does not
have to be allocated based on the pro rata share of earnings of the partnership, limited liability company
or S corporation.

42.54(5) Transfer of the historic preservation and cultural and entertainment district tax credit. The
historic preservation and cultural and entertainment district tax credit certificates may be transferred to
any person or entity. The transferee may use the amount of the tax credit transferred against the taxes
imposed in Iowa Code chapter 422, divisions II, III, and V, and in Iowa Code chapter 432, for any tax
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year the original transferor could have claimed the tax credit. Any credit in excess of the transferee’s tax
liability is not refundable. A tax credit certificate of less than $1,000 shall not be transferable.

a. Transfer process—information required. Within 90 days of transfer of the tax credit certificate,
the transferee must submit the transferred tax credit certificate to the department of revenue along with
a statement that contains the transferee’s name, address and tax identification number, the amount of
the tax credit being transferred, the amount of all consideration provided in exchange for the tax credit
and the names of recipients of any consideration provided in exchange for the tax credit. If a payment
of money was any part of the consideration provided in exchange for the tax credit, the transferee shall
list the amount of the payment of money in its statement to the department of revenue. If any part of
the consideration provided in exchange for the tax credit included nonmonetary consideration, including
but not limited to any promise, representation, performance, discharge of debt or nonmonetary rights
or property, the tax credit transferee shall describe the nature of the nonmonetary consideration and
disclose any value the transferor and transferee assigned to the nonmonetary consideration. The tax
credit transferee must indicate on its statement to the department of revenue if no consideration was
provided in exchange for the tax credit. Within 30 days of receiving the transferred tax credit certificate
and the statement from the transferee, the department of revenue will issue the replacement tax credit
certificate to the transferee. If the transferee is a partnership, limited liability company or S corporation,
the transferee shall provide a list of the partners, members or shareholders and information on how
the historic preservation and cultural and entertainment district tax credit should be divided among the
partners, members or shareholders. The transferee shall also provide the tax identification numbers and
addresses of the partners, members or shareholders. The certificate must have the same information
required for the original tax certificate and must have the same expiration date as the original tax credit
certificate. The transferee may not claim a tax credit until a replacement certificate identifying the
transferee as the proper holder has been issued.

b. Consideration. Any consideration received for the transfer of the tax credit shall not be included
in Iowa taxable income for individual income, corporation income or franchise tax purposes. Any
consideration paid for the transfer of the tax credit shall not be deducted from Iowa taxable income
for individual income, corporation income or franchise tax purposes.

42.54(6) Appeals. Challenges to an action by the department of revenue related to tax credit
transfers, the claiming of tax credits, tax credit revocation, or repayment or recovery of tax credits must
be brought pursuant to 701—Chapter 7.

This rule is intended to implement Iowa Code chapter 404A as amended by 2014 Iowa Acts, House
File 2453, and Iowa Code section 422.11D.

ITEM 3. Amend rule 701—52.18(404A,422) as follows:

701—52.18(404A,422) Historic preservation and cultural and entertainment district tax credit for
projects with Part 2 applications approved and tax credits reserved prior to July 1, 2014. A historic
preservation and cultural and entertainment district tax credit, subject to the availability of the credit, may
be claimed against a taxpayer’s Iowa corporate income tax liability for 25 percent of the qualified costs of
rehabilitation of property to the extent the costs were incurred on or after July 1, 2000, for the approved
rehabilitation projects of eligible property in Iowa. The administrative rules for the historic preservation
and cultural and entertainment district tax credit for the historical division of the department of cultural
affairs may be found under 223—Chapter 48.

The general assembly has mandated that the department of cultural affairs and the department of
revenue adopt rules to jointly administer Iowa Code chapter 404A. 2014 Iowa Acts, House File 2453,
amended the historic preservation and cultural and entertainment district tax credit program effective
July 1, 2014. The department of revenue’s provisions for projects with tax credits reserved prior to
July 1, 2014, are found in this rule. The department of revenue’s provisions for projects with agreements
entered into on or after July 1, 2014, are found in rule 701—52.47(404A,422). The department of cultural
affairs’ rules related to this program may be found at 223—Chapter 48. Division I of 223—Chapter 48
applies to projects with reservations approved prior to July 1, 2014. Division II of 223—Chapter 48
applies to projects with agreements entered into on or after July 1, 2014.
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Notwithstanding anything contained herein to the contrary, the department of cultural affairs shall
not reserve tax credits under 2013 Iowa Code chapter 404A as amended by 2013 Iowa Acts, chapter 112,
section 1, for applicants that do not have an approved Part 2 application and a tax credit reservation on or
before June 30, 2014. Projects with approved Part 2 applications and provisional tax credit reservations
on or before June 30, 2014, shall be governed by 2013 Iowa Code chapter 404A as amended by 2013
Iowa Acts, chapter 112, section 1; by 223—Chapter 48, Division I; and by rule 701—52.18(404A,422).
Projects for which Part 2 applications were approved and agreements entered into after June 30, 2014,
shall be governed by 2014 Iowa Acts, House File 2453; by 223—Chapter 48, Division II; and by rule
701—52.47(404A,422).

52.18(1) Eligible property for the historic preservation and cultural and entertainment district
tax credit. The following types of property are eligible for the historic preservation and cultural and
entertainment district tax credit:

a. Property verified as listed on the National Register of Historic Places or eligible for such listing.
b. Property designated as of historic significance to a district listed in the National Register of

Historic Places or eligible for such designation.
c. Property or district designated a local landmark by a city or county ordinance.
d. Any barn constructed prior to 1937.
52.18(2) Application and review process for the historic preservation and cultural and entertainment

district tax credit.
a. Taxpayers who want to claim an income tax credit for completing a historic preservation and

cultural and entertainment district project must submit an application for approval of the project. The
application forms for the historic preservation and cultural and entertainment district tax credit may be
requested from the State Tax Credit Program Manager, State Historic Preservation Office, Department
of Cultural Affairs, 600 E. Locust, Des Moines, Iowa 50319-0290. The telephone number for this office
is (515)281-4137. Applications for the credit will be accepted by the state historic preservation office
on or after July 1, 2000, until such time as all the available credits allocated for each fiscal year are
encumbered. For fiscal years beginning on or after July 1, 2000, $2.4 million shall be appropriated for
historic preservation and cultural and entertainment district tax credits for each year. For the fiscal years
beginning July 1, 2005, and July 1, 2006, an additional $4 million of tax credits is appropriated for
projects located in cultural and entertainment districts which are certified by the department of cultural
affairs. If less than $4 million of tax credits is appropriated during a fiscal year, the remaining amount
shall be applied to reserved tax credits for projects not located in cultural and entertainment districts
in the order of original reservation by the department of cultural affairs. For the fiscal year beginning
July 1, 2007, $10 million in historic preservation and cultural and entertainment district tax credits is
available. For the fiscal year beginning July 1, 2008, $15 million in historic preservation and cultural
and entertainment district tax credits is available. For the fiscal year beginning July 1, 2009, through the
fiscal year beginning July 1, 2011, $50 million in historic preservation and cultural and entertainment
district tax credits is available. The allocation of the $50 million of credits for the fiscal year beginning
July 1, 2009, through the fiscal year beginning July 1, 2011, is set forth in rule 223—48.7(303,404A).
For fiscal years beginning on or after July 1, 2012, $45 million in historic preservation and cultural and
entertainment district tax credits is available. Tax credits shall not be reserved by the department of
cultural affairs for more than three years except for tax credits issued for contracts entered into prior to
July 1, 2007.

b. For the state fiscal year beginning on July 1, 2009, $20 million of the credits may be claimed
on tax returns beginning on or after January 1, 2009, and $30 million of the credits may be claimed on
tax returns beginning on or after January 1, 2010. For the state fiscal year beginning July 1, 2010, $20
million of the credits may be claimed on tax returns beginning on or after January 1, 2010, and $30
million of the credits may be claimed on tax returns beginning on or after January 1, 2011. For the state
fiscal year beginning July 1, 2011, $20 million of the credits may be claimed on tax returns beginning
on or after January 1, 2011, and $30 million of the credits may be claimed on tax returns beginning on
or after January 1, 2012.
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c. b. Applicants for the historic preservation and cultural and entertainment district tax credit must
include all information and documentation requested on the application forms for the credit in order for
the applications to be processed.

d. The state historic preservation office (SHPO) is to establish selection criteria and standards for
rehabilitation projects involving eligible property. The approval process is not to exceed 90 days from
the date the application is received by SHPO. To the extent possible, the standards used by SHPO are to
be consistent with the standards of the United States Secretary of the Interior for rehabilitation of eligible
property.

e. Once SHPO approves a particular historic preservation and cultural and entertainment district
tax credit project application, the office will encumber an estimated historic preservation and cultural and
entertainment district tax credit under the name of the applicant(s) for the year the project is approved.

52.18(3) Computation of the amount of the historic preservation and cultural and entertainment
district tax credit. The amount of the historic preservation and cultural and entertainment district tax
credit is 25 percent of the qualified rehabilitation costs made to eligible property in a project. Qualified
rehabilitation costs are those rehabilitation costs approved by SHPO the state historic preservation office
for a project for a particular taxpayer to the extent those rehabilitation costs are actually expended by
that taxpayer.

a. In the case of commercial property, qualified rehabilitation costs must equal at least $50,000 or
50 percent of the assessed value of the property, excluding the value of the land, prior to rehabilitation,
whichever is less. In the case of property other than commercial property, the qualified rehabilitation
costs must equal at least $25,000 or 25 percent of the assessed value, excluding the value of the land,
prior to the rehabilitation, whichever amount is less.

b. In computing the tax credit, the only costs whichmay be included are the qualified rehabilitation
costs incurred commencing from the date on which the first qualified rehabilitation cost is incurred and
ending with the end of the taxable year in which the property is placed in service. The rehabilitation
period may include dates that precede approval of a project, provided that any qualified rehabilitation
costs incurred prior to the date of approval of the project must be qualified rehabilitation costs.

c. For purposes of the historic preservation and cultural and entertainment district tax credit,
qualified rehabilitation costs include those costs properly included in the basis of the eligible property
for income tax purposes. Costs treated as expenses and deducted in the year paid or incurred and
amounts that are otherwise not added to the basis of the property for income tax purposes are not
qualified rehabilitation costs. Amounts incurred for architectural and engineering fees, site survey
fees, legal expenses, insurance premiums, development fees, and other construction-related costs are
qualified rehabilitation costs to the extent they are added to the basis of the eligible property for tax
purposes. Costs of sidewalks, parking lots, and landscaping do not constitute qualified rehabilitation
costs. Any rehabilitation costs used in the computation of the historic preservation and cultural and
entertainment district tax credit are not added to the basis of the property for Iowa income tax purposes
if the rehabilitation costs were incurred in a tax year beginning on or after January 1, 2000, but prior to
January 1, 2001. Any rehabilitation costs incurred in a tax year beginning on or after January 1, 2001,
are added to the basis of the rehabilitated property for income tax purposes except those rehabilitation
costs that are equal to the amount of the computed historic preservation and cultural and entertainment
district tax credit for the tax year.

EXAMPLE: For example, the The basis of a commercial building in a historic district was $500,000,
excluding the value of the land, before the rehabilitation project. During a project to rehabilitate this
building, $600,000 in rehabilitation costs were expended to complete the project and $500,000 of those
rehabilitation costs were qualified rehabilitation costs which were eligible for the historic preservation
and cultural and entertainment district tax credit of $125,000. Therefore, the basis of the building for
Iowa income tax purposes was $975,000, since the qualified rehabilitation costs of $125,000, which are
equal to the amount of the historic preservation and cultural and entertainment district tax credit for the
tax year, are not added to the basis of the rehabilitated property. The basis of the building for federal
income tax purposes was $1,100,000. However, for tax years beginning only in the 2000 calendar year,
the basis of the rehabilitated property would have been $600,000, since for those tax periods any qualified
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rehabilitation costs used to compute the historic preservation and cultural and entertainment district tax
credit for the tax year could not be added to the basis of the property. It should be noted that this example
does not consider any possible reduced basis for the building for federal income tax purposes due to the
rehabilitation investment credit provided in Section 47 of the Internal Revenue Code. If the building
in this example were eligible for the federal rehabilitation credit provided in Section 47 of the Internal
Revenue Code, the basis of the building for Iowa tax purposes would be reduced accordingly by the
same amount as the reduction required for federal tax purposes.

52.18(4) Completion of the historic preservation and cultural and entertainment district project
and claiming the historic preservation and cultural and entertainment district tax credit on the Iowa
return. After the taxpayer completes an authorized rehabilitation project, the taxpayer must get a
certificate of completion of the project from the state historic preservation office of the department of
cultural affairs. After verifying the taxpayer’s eligibility for the historic preservation and cultural and
entertainment district tax credit, the state historic preservation office shall issue a historic preservation
and cultural and entertainment district tax credit certificate, which shall be attached to included with the
taxpayer’s income tax return for the tax year in which the rehabilitation project is completed or the year
the credit was reserved, whichever is the later. For example, if a project was completed in 2008 and the
credit was reserved for the state fiscal year ending June 30, 2010, the credit can be claimed on the 2009
calendar year return that is due on April 30, 2010. The tax credit certificate is to include the taxpayer’s
name, the taxpayer’s address, the taxpayer’s tax identification number, the address or location of the
rehabilitation project, the date the project was completed, the year the tax credit was reserved, and the
amount of the historic preservation and cultural and entertainment district tax credit. In addition, the tax
credit certificate shall include a place for the name and tax identification number of a transferee and the
amount of the tax credit being transferred, and any consideration received in exchange for the tax credit,
as provided in subrule 52.18(6). In addition, if the taxpayer is a partnership, limited liability company,
estate or trust, where the tax credit is allocated to the owners or beneficiaries of the entity, a list of
the owners or beneficiaries and the amount of credit allocated to each owner or beneficiary should be
provided with the certificate. The tax credit certificate should be attached to included with the income
tax return for the period in which the project was completed. If the amount of the historic preservation
and cultural and entertainment district tax credit exceeds the taxpayer’s income tax liability for the tax
year for which the credit applies, the taxpayer is entitled to a refund of the excess portion of the credit
at a discounted value for tax periods ending prior to July 1, 2007. However, the refund cannot exceed
75 percent of the allowable tax credit. The refund of the tax credit is to be computed on the basis of the
following table:

Annual Interest
Rate

Five-Year Present Value/Dollar
Compounded Annually

5% $.784
6% $.747
7% $.713
8% $.681
9% $.650
10% $.621
11% $.594
12% $.567
13% $.543
14% $.519
15% $.497
16% $.476
17% $.456
18% $.437
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EXAMPLE: The following is an example to show how the table can be used to compute a refund for
a taxpayer. An individual has a historic preservation and cultural and entertainment district tax credit of
$800,000 for a project completed in 2001. The individual had an income tax liability prior to the credit of
$300,000 on the 2001 return, which leaves an excess credit of $500,000. We will assume that the annual
interest rate for tax refunds issued by the department of revenue in the 2001 calendar year is 11 percent.
Therefore, to compute the five-year present value of the $500,000 excess credit, $500,000 is multiplied
by the compound factor for 2001 which is 11 percent or .594 which results in a refund of $297,000.

For tax years ending on or after July 1, 2007, any historic preservation and cultural and entertainment
district tax credit in excess of the taxpayer’s tax liability is fully refundable. In lieu of claiming the
refund, the taxpayer may elect to have the overpayment credited to the tax liability for the following tax
year.

52.18(5) Allocation of historic preservation and cultural and entertainment district tax credits to
individual owners of the entity for tax credits reserved for fiscal years beginning on or after July 1, 2012.

a. Projects beginning prior to July 1, 2005. When the business entity that has earned a historic
preservation and cultural and entertainment district tax credit is an S corporation, partnership, limited
liability company, estate or trust where the individual owners of the business entity are taxed on the
income of the entity, the historic preservation and cultural and entertainment district tax credit is to be
allocated to the individual owners. The business entity is to allocate the historic preservation and cultural
and entertainment district tax credit to each individual owner in the same pro rata basis that the earnings
or profits of the business entity are allocated to the owners for projects beginning prior to July 1, 2005.
For example, if a shareholder of an S corporation received 25 percent of the earnings of the corporation
and the corporation had earned a historic preservation and cultural and entertainment district tax credit,
25 percent of the credit would be allocated to the shareholder.

b. Projects beginning on or after July 1, 2005, for tax credits reserved for fiscal years beginning
prior to July 1, 2012. For projects beginning on or after July 1, 2005, for tax credits reserved for fiscal
years beginning prior to July 1, 2012, which used low-income housing tax credits authorized under
Section 42 of the Internal Revenue Code to assist in the financing of the rehabilitation project, the credit
does not have to be allocated based on the pro rata share of earnings of the partnership, limited liability
company or S corporation. For these projects, the partnership, limited liability company or S corporation
may designate the amount of the tax credit to be allocated to each partner, member or shareholder.

c. Tax credits reserved for fiscal years beginning on or after July 1, 2012. For tax credits reserved for
fiscal years beginning on or after July 1, 2012, the partnership, limited liability company or S corporation
may designate the amount of the tax credit to be allocated to each partner, member or shareholder. The
credit does not have to be allocated based on the pro rata share of earnings of the partnership, limited
liability company or S corporation.

52.18(6) Transfer of the historic preservation and cultural and entertainment district tax credit. For
tax periods beginning on or after January 1, 2003, the historic preservation and cultural and entertainment
district tax credit certificates may be transferred to any person or entity. A tax credit certificate of less
than $1,000 shall not be transferable.

Within 90 days of transfer of the tax credit certificate for transfers prior to July 1, 2006, the
transferee must submit the transferred tax credit certificate to the state historic preservation office of
the department of cultural affairs, along with a statement which contains the transferee’s name, address
and tax identification number and the amount of the tax credit being transferred. For transfers on or
after July 1, 2006, the transferee must submit the transferred tax credit certificate to the department
of revenue. Within 30 days of receiving the transferred tax credit certificate and the statement from
the transferee for transfers prior to July 1, 2006, the state historic preservation office shall issue a
replacement tax credit certificate to the transferee.

a. For transfers on or after July 1, 2006, the department of revenue will issue the replacement
tax credit certificate to the transferee. Within 90 days of the transfer of the tax credit certificate, the
transferee must submit the transferred tax credit certificate to the department of revenue along with a
statement containing the transferee’s name, tax identification number and address, the denomination that
each replacement tax credit certificate is to carry, the amount of all consideration provided in exchange for
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the tax credit and the names of recipients of any consideration provided in exchange for the tax credit.
If a payment of money was any part of the consideration provided in exchange for the tax credit, the
transferee shall list the amount of the payment of money in its statement to the department of revenue. If
any part of the consideration provided in exchange for the tax credit included nonmonetary consideration,
including but not limited to any promise, representation, performance, discharge of debt or nonmonetary
rights or property, the tax credit transferee shall describe the nature of nonmonetary consideration and
disclose any value the transferor and transferee assigned to the nonmonetary consideration. The tax
credit transferee must indicate on its statement to the department of revenue if no consideration was
provided in exchange for the tax credit. If the transferee is a partnership, limited liability company or
S corporation, the transferee shall provide a list of the partners, members or shareholders and information
on how the historic preservation and cultural and entertainment district tax credit should be divided
among the partners, members or shareholders. The transferee shall also provide the tax identification
numbers and addresses of the partners, members or shareholders. The replacement tax credit certificate
must contain the same information that was on the original certificate and must have the same expiration
date as the original tax credit certificate.

b. The transferee may use the amount of the tax credit for any tax period for which the original
transferor could have claimed the tax credit. Any consideration received for the transfer of the tax credit
shall not be included in Iowa taxable income for individual income, corporation income or franchise
tax purposes. Any consideration paid for the transfer of the tax credit shall not be deducted from Iowa
taxable income for individual income, corporation income or franchise tax purposes.

c. If the historic preservation and cultural and entertainment district tax credit of the transferee
exceeds the tax liability shown on the transferee’s return, the refund tax credit shall be discounted as
described in subrule 52.18(4) for tax years ending prior to July 1, 2007, just as the refund would have
been discounted on the Iowa income tax return of the taxpayer. For tax years ending on or after July
1, 2007, any historic preservation and cultural and entertainment district tax credit of the transferee in
excess of the transferee’s tax liability is fully refundable.

This rule is intended to implement Iowa Code chapter 404A as amended by 2013 Iowa Acts, Senate
File 436, and Iowa Code section 422.33.

ITEM 4. Adopt the following new rule 701—52.47(404A,422):

701—52.47(404A,422) Historic preservation and cultural and entertainment district tax credit for
projects with Part 2 applications approved on or after July 1, 2014, and agreements entered into
on or after July 1, 2014. The department of cultural affairs is authorized by the general assembly to
award tax credits for a percentage of the qualified rehabilitation expenditures on a qualified rehabilitation
project as described in the historic preservation and cultural and entertainment district tax credit program,
Iowa Code chapter 404A. The program is administered by the department of cultural affairs with the
assistance of the department of revenue. The general assembly has mandated that the department of
cultural affairs and the department of revenue adopt rules to jointly administer Iowa Code chapter 404A.
In general, the department of cultural affairs is responsible for evaluating whether projects comply with
the prescribed standards for rehabilitation while the department of revenue is responsible for evaluating
whether projects comply with the tax aspects of the program.

2014 Iowa Acts, House File 2453, amended the historic preservation and cultural and entertainment
district tax credit program effective July 1, 2014. The department of revenue’s provisions for projects
with Part 2 applications approved and tax credits reserved prior to July 1, 2014, are found in rule
701—52.18(404A,422). The department of revenue’s provisions for projects with Part 2 applications
approved on or after July 1, 2014, and with agreements entered into on or after July 1, 2014, are
found in this rule. The department of cultural affairs’ rules related to this program may be found at
223—Chapter 48. Division I of 223—Chapter 48 applies to projects with reservations approved prior
to July 1, 2014. Division II of 223—Chapter 48 applies to projects with Part 2 applications approved
on or after July 1, 2014, and agreements entered into on or after July 1, 2014.

Notwithstanding anything contained herein to the contrary, the department of cultural affairs shall
not reserve tax credits under 2013 Iowa Code chapter 404A as amended by 2013 Iowa Acts, chapter 112,
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section 1, for applicants that do not have an approved Part 2 application and a tax credit reservation on or
before June 30, 2014. Projects with approved Part 2 applications and provisional tax credit reservations
on or before June 30, 2014, shall be governed by 2013 Iowa Code chapter 404A as amended by 2013
Iowa Acts, chapter 112, section 1; by 223—Chapter 48, Division I; and by rule 701—52.18(404A,422).
Projects for which Part 2 applications were approved and agreements entered into after June 30, 2014,
shall be governed by 2014 Iowa Acts, House File 2453; by 223—Chapter 48, Division II; and by this
rule.

52.47(1) Application, registration, and agreement for the historic preservation and cultural and
entertainment district tax credit. Taxpayers that want to claim a corporation income tax credit for
completing a qualified rehabilitation project must submit an application for approval of the project. The
application forms and instructions for the historic preservation and cultural and entertainment district
tax credit are available on the department of cultural affairs’ Web site. Once a project is registered, the
taxpayer must enter into an agreement with the department of cultural affairs to be eligible for the credit.

52.47(2) Computation of the amount of the historic preservation and cultural and entertainment
district tax credit. The amount of the historic preservation and cultural and entertainment district tax
credit is a maximum of 25 percent of the qualified rehabilitation expenditures verified by the department
of cultural affairs and the department of revenue following project completion, up to the amount specified
in the agreement between the taxpayer and the department of cultural affairs.

52.47(3) Qualified rehabilitation expenditures. “Qualified rehabilitation expenditures” means the
same as defined in rule 223—48.22(404A) of the historical division of the department of cultural affairs.
In general, the department of cultural affairs evaluates whether expenditures comply with the prescribed
standards for rehabilitation while the department of revenue evaluates whether expenditures comply
with the tax requirements to be considered qualified rehabilitation expenditures, including whether the
expenditures are in accordance with the requirements of Internal Revenue Code Section 47 and its related
regulations.

a. Type of property and services eligible. In accordance with Iowa Code section 404A.1(6),
the types of property and services claimed for the state tax credit must be “qualified rehabilitation
expenditures” in accordance with Internal Revenue Code Section 47. Notwithstanding the foregoing
sentence, expenditures incurred by an eligible taxpayer that is a nonprofit organization as defined in
Iowa Code section 404A.1(4) shall be considered “qualified rehabilitation expenditures” if they are for
“structural components,” as that term is defined in Treasury Regulation § 1.48-1(e)(2), and for amounts
incurred for architectural and engineering fees, site survey fees, legal expenses, insurance premiums,
development fees and other construction-related costs.

b. Effect of financing sources on eligibility of expenditures. Qualified rehabilitation expenditures
do not include expenditures financed by federal, state, or local government grants or forgivable loans
unless otherwise allowed under Section 47 of the Internal Revenue Code. For an eligible taxpayer
that is a nonprofit organization as defined in Iowa Code section 404A.1(4) that is not eligible for the
federal rehabilitation credit, or another person that is not eligible for the federal rehabilitation credit,
expenditures financed with federal, state, or local government grants or forgivable loans are not qualified
rehabilitation expenditures.

52.47(4) Completion of the qualified rehabilitation project and claiming the tax credit on the Iowa
return. After the taxpayer completes a qualified rehabilitation project, the taxpayer will be issued a
certificate of completion of the project from the department of cultural affairs if the project complies with
the federal standards, as defined in rule 223—48.22(404A). After the department of cultural affairs and
the department of revenue verify the taxpayer’s eligibility for the tax credit, the department of cultural
affairs shall issue a tax credit certificate. For the taxpayer to claim the credit, the certificate must be
included with the taxpayer’s corporation income tax return for the tax year in which the rehabilitation
project is completed or the year in which the certificate is issued, whichever is later.

a. Information required. The tax credit certificate shall include the taxpayer’s name, the
taxpayer’s address, the taxpayer’s tax identification number, the address or location of the rehabilitation
project, the date the project was completed and the amount of the historic preservation and cultural
and entertainment district tax credit. In addition, the tax credit certificate shall include a place for the

15



name and tax identification number of a transferee and the amount of the tax credit being transferred,
as provided in subrule 52.47(5). In addition, if the taxpayer is a partnership, limited liability company,
estate or trust, and the tax credit is allocated to the owners or beneficiaries of the entity, a list of the
owners or beneficiaries and the amount of credit allocated to each owner or beneficiary shall be provided
with the certificate. The tax credit certificate shall be included with the income tax return for the period
in which the project was completed or in which the certificate is issued, whichever is later.

b. Refund or carryforward. Any historic preservation and cultural and entertainment district tax
credit in excess of the taxpayer’s tax liability is fully refundable with interest computed under Iowa Code
section 422.25. In lieu of claiming the refund, the taxpayer may elect to have the overpayment credited
to the tax liability for the following tax year.

c. Allocation of historic preservation and cultural and entertainment district tax credits to the
individual owners of the entity. A partnership, limited liability company or S corporation may designate
the amount of the tax credit to be allocated to each partner, member or shareholder. The credit does not
have to be allocated based on the pro rata share of earnings of the partnership, limited liability company
or S corporation.

52.47(5) Transfer of the historic preservation and cultural and entertainment district tax credit. The
historic preservation and cultural and entertainment district tax credit certificates may be transferred to
any person or entity. The transferee may use the amount of the tax credit transferred against the taxes
imposed in Iowa Code chapter 422, divisions II, III, and V, and in Iowa Code chapter 432, for any tax
year the original transferor could have claimed the tax credit. Any credit in excess of the transferee’s tax
liability is not refundable. A tax credit certificate of less than $1,000 shall not be transferable.

a. Transfer process—information required. Within 90 days of transfer of the tax credit certificate,
the transferee must submit the transferred tax credit certificate to the department of revenue along with
a statement that contains the transferee’s name, address and tax identification number, the amount of
the tax credit being transferred, the amount of all consideration provided in exchange for the tax credit
and the names of recipients of any consideration provided in exchange for the tax credit. If a payment
of money was any part of the consideration provided in exchange for the tax credit, the transferee shall
list the amount of the payment of money in its statement to the department of revenue. If any part of
the consideration provided in exchange for the tax credit included nonmonetary consideration, including
but not limited to any promise, representation, performance, discharge of debt or nonmonetary rights
or property, the tax credit transferee shall describe the nature of the nonmonetary consideration and
disclose any value the transferor and transferee assigned to the nonmonetary consideration. The tax
credit transferee must indicate on its statement to the department of revenue if no consideration was
provided in exchange for the tax credit. Within 30 days of receiving the transferred tax credit certificate
and the statement from the transferee, the department of revenue will issue the replacement tax credit
certificate to the transferee. If the transferee is a partnership, limited liability company or S corporation,
the transferee shall provide a list of the partners, members or shareholders and information on how
the historic preservation and cultural and entertainment district tax credit should be divided among the
partners, members or shareholders. The transferee shall also provide the tax identification numbers and
addresses of the partners, members or shareholders. The certificate must have the same information
required for the original tax certificate and must have the same expiration date as the original tax credit
certificate. The transferee may not claim a tax credit until a replacement certificate identifying the
transferee as the proper holder has been issued.

b. Consideration. Any consideration received for the transfer of the tax credit shall not be included
in Iowa taxable income for individual income, corporation income or franchise tax purposes. Any
consideration paid for the transfer of the tax credit shall not be deducted from Iowa taxable income
for individual income, corporation income or franchise tax purposes.

52.47(6) Appeals. Challenges to an action by the department of revenue related to tax credit
transfers, claiming tax credits, tax credit revocation, or repayment or recovery of tax credits must be
brought pursuant to 701—Chapter 7.

This rule is intended to implement Iowa Code chapter 404A as amended by 2014 Iowa Acts, House
File 2453, and Iowa Code section 422.11D.
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ITEM 5. Amend rule 701—58.10(422) as follows:

701—58.10(404A,422)Historic preservation and cultural and entertainment district tax credit. For
tax years beginning on or after January 1, 2001, a historic preservation and cultural and entertainment
district tax credit, subject to the availability of the credit, may be claimed against a taxpayer’s Iowa
franchise tax liability for 25 percent of the qualified rehabilitation costs to the extent the costs were
incurred for the rehabilitation of eligible property in Iowa. For information on those types of property
that are eligible for the historic preservation and cultural and entertainment district tax credit, how to
file applications for the credit, how the historic preservation and cultural and entertainment district tax
credit is computed, how the historic preservation and cultural and entertainment district tax credit can
be transferred for tax periods beginning on or after January 1, 2003, and other details about the credit
related to projects with Part 2 applications approved and tax credits reserved prior to July 1, 2014, see
rule 701—52.18(404A,422). For information related to projects with Part 2 applications approved on or
after July 1, 2014, and agreements entered into on or after July 1, 2014, see rule 701—52.47(404A,422).
See also the administrative rules for the historic preservation and cultural and entertainment district tax
credit for the historical division of the department of cultural affairs under 223—Chapter 48. Division I
of 223—Chapter 48 applies to projects with Part 2 applications approved and tax credits reserved prior
to July 1, 2014. Division II of 223—Chapter 48 applies to projects with Part 2 applications approved on
or after July 1, 2014, and agreements entered into on or after July 1, 2014.

This rule is intended to implement Iowa Code chapter 404A as amended by 2005 Iowa Acts, House
File 868, sections 20 through 26 2014 Iowa Acts, House File 2453, and Iowa Code section 422.60.

[Filed 3/27/15, effective 5/20/15]
[Published 4/15/15]

EDITOR’S NOTE: For replacement pages for IAC, see IAC Supplement 4/15/15.

17


