Kansas Historic Tax Credit Guidebook: a reference for understanding the
process and preparing a transfer of KS Historic Tax Credits

The following information is meant to guide both property owners and investors through the process of
obtaining and transferring Kansas State Rehabilitation Tax Credits.

Digital copies of this document and the Transfer Notification forms are available by
emailing kshs.taxcredits@ks.gov with the request.

Both assignors and assignees should consult a tax professional before transferring
any state tax credits. There may be federal and state tax implications for both parties.

Obtaining Certification of the Project

Before beginning a rehabilitation project, the owner of a historic building must contact the State Historic
Preservation Office (SHPO) to obtain the correct applications and discuss the proposed work. The
owner should continue to consult the SHPO throughout the project. Once the physical work is complete,
the property owner must submit the state Part 3 — Certification of Completed Work form. This form
outlines the beginning and ending dates of the project and gives an estimated total of the project
expenses. The SHPO’s responsibility is to review this form, along with the required photographic
documentation of the completed work and certify that the work was done according to the Secretary of
the Interior’s Standards for Rehabilitation. If the work appears to meet those Standards, then the SHPO
will approve the Part 3.

Upon approval of the Part 3, the SHPO will issue a Tax Credit Certificate to the property owner
verifying the approval. A copy of this document is also provided to the Kansas Department of Revenue
(KDOR) for their records. The certificate contains information including total project expenses and total
tax credits available for the project.

Certification of Costs
The Kansas State Rehabilitation Tax Credits are equal to 25 % of a property owner’s qualifying
expenses (the credit is equal to 30% for certified 501(c)3 organizations). Qualifying expenses are those
costs that are added to the basis of the building and can be charged to a capital account. In general, this
is all work done to the physical building including walls, roofs, and floors, plumbing, electrical, and
heating. Other soft costs such as architectural fees, developer fees, and construction loan interest can
also be included. Non-qualifying costs are those associated with items such as parking lots, driveways,
sidewalks, and landscaping. (See the State Rehabilitation Tax Credit brochure, page 6).

Upon completion of the project the owner will submit Part 3 of the tax credit application to the SHPO.
As of July 1, 2006 this Part 3 must also accompany Schedules | and I, which are issued by the Kansas
Department of Revenue (KDOR). These schedules outline the project expenses paid so that KDOR may
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review and certify the qualifying costs. The SHPO will forward the schedules to KDOR who will return
their certification to the SHPO. The SHPO will then issue a certificate to the property owner noting the

total qualifying expenses determined by KDOR as well as the amount of tax credit to be allowed for the

project.

If a property owner or an investor buying the tax credits has any question about which expenses should
be included as qualifying, he/she should contact the SHPO for the name and number of someone at the
Internal Revenue Service (IRS) or KDOR.

Process for Assigning, Conveying, or Otherwise Transferring
Property owners that cannot use the full amount of the tax credits to which they are entitled, including
not-for-profit organizations and government entities, may transfer all or a portion of their tax credits to
other taxpayers. Be sure to consult a tax professional before transferring or accepting any transferred
credits. There may be state and federal tax implications.

The tax credits may be transferred to numerous entities and may be transferred numerous times. The
person giving the tax credits, usually the property owner, is called the assignor. The receiver of the tax
credits is called the assignee. An assignor and assignee(s) must come to an agreement about the transfer
of the credits. Usually, a written document is drawn up to acknowledge the transfer. Any pertinent
information concerning the rehabilitation project, including an itemized list of the qualifying project
expenses, should be transferred to the assignee(s) as well. This itemized list must stay on file with the
transfer certificate in the taxpayer’s tax records.

Once the assignor has come to an agreement with an assignee to transfer tax credits, the SHPO must be
notified in writing within 90 days of that transfer taking place. Transfers become effective when money
changes hands from the assignee to the assignor, or, if not a sale, when the two parties reach an
agreement. The written notification should not precede the transfer. The SHPO does not approve
the transfer, but merely acknowledges the agreement with a Certificate of Transfer. The written
notification to the SHPO needs to contain sufficient information for the SHPO to issue a Certificate of
Transfer to the assignee. Transfer request worksheets are available from the SHPO. These outline the
information needed to process any transfer.

Regulations governing this program allow the Kansas State Historical Society (KSHS) to charge fees to
offset the costs of processing requests to transfer, assign, sell, or otherwise convey these tax credits. The
KSHS must receive payment of the appropriate fee before the transfer of these credits can be processed.
Payment shall accompany each transfer request. Fees are assessed based on the original project total,
NOT the tax credits generated. Each fee shall be nonrefundable.

Amount of gualified expenditures from original project Fee amount
$5,000 - $50,000 $0
over $50,0000 $300

Upon receipt of the processing fee, the original certificate will become void, and a new certificate will
be issued to the assignee indicating the amount of tax credits transferred. If only a portion of the tax
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credits available were transferred, a replacement certificate will be issued to the assignor indicating the
tax credits still available to him or her.

Process for Buying and Selling Credits
When tax credits are exchanged for cash, they are literally being sold. The process for selling tax credits
works exactly the same as the transfers described above, except that money is exchanged. Often an
investor will commit to a certain price for the tax credits before the project is complete. The price is
usually discounted due to state and federal tax implications. Each party in a transfer should consult a
tax professional before transferring or selling these tax credits.

Property owners wishing to sell their tax credits can contact the SHPO for a list of individuals and
entities willing to buy state tax credits. Investors wishing to buy tax credits, may contact the SHPO to
be added to our list of buyers.

Once a price has been negotiated between an assignor and assignee(s), the transfer process works
exactly the same way as described above. Transfers become effective when money changes hands from
the assignee to the assignor. Written notification must be submitted to the SHPO within 90 days
following the transfer. The SHPO does not need to approve the transfer, merely process a new
Certificate of Transfer for the assignee(s).

The same processing fee applies for a tax credit sale as for any other transfer, assignment, or conveyance
of the credits. The fee may be paid by the assignor, the assignee, or a third party, but must be received
by the SHPO before the transfer can be processed.

At the time the transfer takes place a copy of the certification letter from the KDOR and a copy of the
certificate issued by the SHPO should be transferred from the assignor to the assignee.

Checklist for Transferring Tax Credits

Assignor (property owner or person/entity holding the tax credits)

e Consult a tax professional before undertaking any rehabilitation project or transferring credits.

e Follow the required application process for the Kansas State Rehabilitate Tax Credit program
and complete all work according to the Secretary of the Interior’s Standards for Rehabilitation.

e Prepare Schedules I and 11 as required by the Kansas Department of Revenue (KDOR)

e Obtain certification for the historic rehabilitation project by submitting a Part 3 — Certification of
Completed Work form with accompanying photos of the finished project and the KDOR
schedules to the SHPO.

e Obtain a Tax Credit Certificate from the State Historic Preservation Office acknowledging
completion of a qualified rehabilitation.

e Contact the SHPO for a list of investor/buyers if wanting to sell the tax credits held.

e Negotiate conditions and/or price with an assignee(s).

e Notify the SHPO within 90 days following the transfer.
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If an assignor is keeping any portion of the tax credits for his/her own use, obtain a form K-35
from KDOR to submit with your state tax return. The Tax Credit Certificate and letter of
certification from KDOR should remain in your tax records.

Assignees

Consult a tax professional before becoming involved in any tax credit transfer.

Contact the SHPO to have your name listed on our list of prospective buyers if you are seeking
tax credits from assignors looking to sell them.

Negotiate a price/agreement with the assignor.

Obtain from the assignor a copy of the itemized list of expenses associated with the rehabilitation
project. The taxpayer claiming the credits must keep this on file with their tax records.

Make sure the assignor submits written notification to the SHPO within 90 days following a
transfer.

Obtain a Certificate of Transfer from the SHPO acknowledging the transfer.

If keeping the tax credits for you own use, submit a K-35 form to the KDoR with your tax return.
The Tax Credit Certificate and letter of certification from KDOR should remain in your tax
records.

If passing through the tax credits to another taxpayer(s), follow the steps above for assignors
starting with negotiating the conditions and/or price with an assignee.

Be sure to notify the SHPO within 90 days of any additional transfers and to pass along the
itemized list of expenses to all assignees.

Any questions about the transferability of the Kansas State Rehabilitation Tax Credits should be
addressed to:

Tax Credit Program
Cultural Resources Division
Kansas State Historical Society
6425 SW 6™ Ave.
Topeka, KS 66615-1099
kshs.taxcredits@ks.gov
785-272-8681 ext. 240
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