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Present law provides tax credits of 20% of qualified expenses incurred before January 1, 2022 to rehabilitate nonresidential
and rental historic structures in downtown development districts and cultural districts. A minimum of $10,000 must be spent
on a project, and work must meet the standards of the federal Interior Department for rehabilitation, as determined by the
state. Overall program credits are not capped, but per taxpayer per district credits are capped at $5 million per year. Credits
are nonrefundable but are transferable, and are allowed a five-year carry-forward for unused credit amounts. State credits
may be used in addition to a 20% federal tax credit.

Proposed law provides a 30% credit for eligible rehabilitation expenses incurred from July 1, 2020 to June 30, 2026 on
structures included on the National Register of Historic Places. Qualifying maximum eligible expenses are $3.250 million.
Maximum annual credits that can be claimed by a taxpayer are $750,000. Effective July 1, 2020.

There is no anticipated direct material effect on governmental expenditures as a result of this measure.

According to the Dept. of Culture, Recreation, and Tourism, there are 5,593 buildings listed in the National Register that are
not currently located in cultural districts. Qualifying rehabilitation of these buildings would be eligible for the new provisions
added by this bill. While it is speculative as to how many of these building might enter the program under the bill’s
provisions (all other program requirements would have to be met) and only a relatively few might do so, each one that
successfully completes the program would be eligible for a 30% credit of expenses. Average qualifying expenses have been
$662,187, generating average credit of $198,656 at the bill’s 30% credit benefit rate.

The Dept. also indicates that some 427 currently pending projects could potentially qualify for the bill’s increased credit
benefit of 30% (versus current law 20%). Based on average qualifying expenses of $662,187, each could potentially
generate an additional $66,219 of credit, with a maximum program cost exposure increase to the state of $28.2 million.
Some of the projects will not complete the program and some portion of their eligible expenses will have occurred prior to
the effective date of this bill (July 1, 2020), and would presumably not be eligible for the extra 10% of credit. Thus, some
amount materially less than the maximum exposure calculated here would likely occur.

The bill may contemplate only a single project with no more than $3.250 million of eligible expenses occurring between July
1, 2020 and June 30, 2026. That single project would generate credit exposure to the state of $975,000, with a maximum
annual credit claim of $750,000 (nonrefundable but transferable, and with a five year carry-forward allowed).
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