New York State Department of Taxation and Finance

Taxpayer Services Division TSB-M-97(5)C
. . Corporation Tax
Technical Services Bureau TSB-M-97(1)

Personal Income Tax
October 27, 1997

A Credit For Rehabilitation Of Historic Barns

General

The investment tax credit under Article 9-A, (the business corporation franchise tax) and Article 22
(the personal income tax) has been expanded to include expenditures paid or incurred for the
rehabilitation of certain historic barns. The amount of the credit is 25 % of thg¢aspa
qualifying rehabilitation expenditures paid or incurred for anbarn located in New York State
that is a qualified rehabilitated building For purposes of this credit, a barn is a bugdin
originally desgned and used for stogriarm equipment orgricultural products, or for housin
livestock. No rehabilitation credit is allowed for barns converted to residences, nor is a
rehabilitation credit allowed for grehabilitation that materigllalters the historic appearance of
the barn (based on the sections below enti¢drk That Does Not Materially Alter Historic
Appearance” and“Work That Would Materially Alter Historic Appearance” ). The historic
barns credit is effective for taxabjears bginning on or after Janugrl, 1997. Accordigly, a
taxpger satisying all the necesswrcriteria mg first claim a credit for 1997 if the rehabilitation is
completed and the rehabilitated barn placed in service in 1997, evgh theuehabilitation was
started prior to 1997.

If an Article 9-A or Article 22 taxpger is allowed a federal rehabilitation credit of 10% or 20% for
a barn that has been rehabilitated on or after Jarid©97 and the historic appearance of the barn
has not been materiglaltered the rehabilitation will qualif for the 25% historic barns credit..

Qualified Rehabilitated Building
The applicable definition of qualified rehabilitated building is contained in section 47(c)(1) of

the Internal Revenue Code. A barn will bgualified rehabilitated building if the barn (and its
structural components) satisfies the follogvoriteria.

1. The barn is a certified historic structure or was first placed in service before
1936 (exceptions: see number 4 below).
2. The barn has been substanyiaéhabilitated. A barn will be considered to be substaytiall

rehabilitated onl if the expenditures incurred dugithe 24-month period selected the
taxpayer and endig with or within the taxablgear exceed thgreater of the gdsted basis
of the barn or $5,000. Under certain circumstances, the rehabilitation wprdomead over
a number of taxablgears. In the case of wnehabilitation which mareasonalyl be
expected to be completed in phases (as set forth in architectural plans and specifications
completed before the rehabilitationgo®s), a 60-month rehabilitation period is allowed.
Rehabilitation includes reconstruction. Theusted basis will be determingdneraly as
of the first dg of the period selected/tthe taxpger. The period selected kthe taxpger
may start prior to Janugrl, 1997, provided it ends in a taxaltar bginning on or after
Januay 1, 1997.

3. The barn was placed in service before thgeniméng of the rehabilitation. A barn qualifies
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for the credit if it had been placed in service as a bgranpperson, prior to the
rehabilitation even if it is not in service at the time the rehabilitation is done.

4. For barns which are not certified historic structures and which were placed in service before
1936:
. Fifty percent or more of the exisgiexternal walls of the barn are retained in place
as external walls;
. Seveny five percent or more of the exisgiexternal walls of the barn are retained in
place as internal or external walls; and
. Severy five percent or more of the exisgimternal structural framework of the
barn is retained in place.
5. Depreciation (or amortization in lieu of depreciation) is allowable with respect to the barn.

A barn that is newlconstructed to replace one that had existed on a site and wagetkgro
not aqualified rehabilitated building .

Qualified Rehabilitation Expenditures

The applicable definition of qualified rehabilitation expenditure is contained in section 47(c)(2)
of the Internal Revenue Code. A qualified rehabilitation expenditure mustgastiwar thirgs, be
properl chageable to a capital account for progesthich qualifies for depreciation under section
168 of the Internal Revenue Code. These expenditures must be forypvapmelt is nonresidential
real propent, real propest with a class life of more than 12/®ars, or an addition or improvement
to theseypes of propeyt, and must be in connection with the rehabilitation of a barn which
qualifies as a qualified rehabilitated buildirA taxpaer mg claim a credit for qualified
rehabilitation expenditures that were incurred prior to Jynlat997.

A qualified rehabilitation expenditure doesnot include the followiig expenditures:
1. ary expenditure where the tayya does not use the sght-line method of depreciation
over arecovsrperiod specified in either section 168(c) or section da&{(the Internal
Revenue Code, whichever is applicable to the tgpa
the cost of acquirgthe barn or interest therein;
ary expenditure attributable to the emgjament of a barn;
ary expenditure attributable to the rehabilitation of a barn which is a certified historic
structure. However, expenditures made or incurred for a certified rehabilitatydmema
included as qualified rehabilitation expenditures (see section that follows entitled
“Certified Rehabilitation and Certification of No Historic Significance)”;
5. ary expenditure attributable to the rehabilitation of a barn located gisteeed historic
district, unless:
- the barn is not of historicgificance to the mgistered historic district and the barn is not
a certified historic structure (discussed in section that follows ent@ledified

N
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Rehabilitation and Certification of No Historic Significance”); or
- the rehabilitation of the barn is a certified rehabilitation;

6. ary expenditure in connection with the rehabilitation of a barn, allocable to the portion of
the barn which is or nyareasonalyl be expected to be tax-exempt use prgpaithin the
meanirg of section 168(h) of the Internal Revenue Code;

7. ary expenditure madeylthe lessee of a barn if, on the date the rehabilitation is completed,
the remainig term of the lease, withoutgard to ag renewal periods, is less than the
recovey period determined under section 168(c) of the Internal Revenue Code;

8. ary expenditure that is included in the computation of tigaleg investment tax credit.

Additions and Enlargements

Any expenditure attributable to the eg@ament of an existopbarn is excluded frorgualified

rehabilitation expenditures. A barn is considered engad to the extent that the total volume of

the barn is increased. An increase in floor space regfilom interior remodelig is not

considered an enlgement. Generall| the total volume of a barn is equal to the product of the floor
area of the base of the barn and theglitdrom the underside of the lowest floor (incluglthe

basement) to the avg@heght of the finished roof (as it exists or existed). For this purpose, floor
area is measured from the exterior faces of external walls (other than shared walls that are external
walls) and from the centerline of shared walls that are external walls. In addition, a barrgedenlar

to the extent of gnconstruction outside the exterior faces of the exgsiternal walls of the barn.

Expenses attributable to construction that results yrpartion of an external wall becongian
internal wall or that results in an increase in thgftedf the barn maqualify asqualified
rehabilitation expenditures provided that the volume of the barn is not increased. A barn will
not be disqualified for purposes of this credit because additions to a barn have been added since
1936. If ony some of the expenditures of the rehabilitation are attributable to thgesn&nt of the
barn, the remainder of the expenses of the rehabilitatigrgoify as qualified rehabilitation
expenditures. In that instance, the expenditures must be apportioned betweegintleporition of
the barn and the eng@ment. The apportionment of the rehabilitation of the barn attributable to
qualified rehabilitated expenditures is determinganultiplying all of the expenditures incurred in
rehabilitatirg the barn, minus those incurred for the egdanent of the barny25%. The resultip
amount is the amount of the historic barns credit.

If the amount of rehabilitation expenditures for the egdarent of the barn cannot be sepayatel
determined, then the total amount of rehabilitation expenditures must be multiphgaebcentge.
The percentge is determinedybdividing the volume of the enlgement ly the total volume of the
barn, includig the enlagement. The total amount of rehabilitation expenditures is multipydted
resultirg percentge to determine the amount of expenditures attributable to thgemiant. The
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amount of expenditures attributable to the egdarent is subtracted from total rehabilitation
expenditures to determine the amount of qualified rehabilitation expenditures used to compute the
historic barns credit.

Certified Rehabilitation and Certification of No Historic Significance

The historic barns credit is allowable on expenditures made on the certified rehabilitation of
certified historic structures. gertified historic structure means aybuilding (and its structural
components) which is listed on the NationagiRter of Historic Places (National Bister), or is
located in a rgistered historic district and is certifiegt the United States Secretasf the Interior

to the United States Secretaf the Treaswyr as beig of historic sgnificance to the district. A
certified rehabilitation means ayrehabilitation of a certified historic structure which the United
States Secretawof the Interior certifies to the United States Secyetéthe Treaswyras beig
consistent with the historic character of the prgpertthe district in which such propetis located.

In lieu of certifications from the Secreyaof the Interior, the New York State Office of Parks,
Recreation and Historic Preservationyneartify that the buildig is of historic ggnificance to the
registered historic district and that the rehabilitation of the barn is consistent with the historic
character of the propgror the district in which the propgris located.

If additional information about gistered historic districts or the substitution of the certification
process ® the Office of Parks, Recreation and Historic Preservation for the certification of the
Secretay of the Interior is needed orybu have ay questions about whethgour barn is listed in

the National Register or located in a gestered historic district, contact the New York State Office
of Parks, Recreation and Historic Preservation at P.O. Box 189, Waterford, New York, 12188, or
telephone (518) 237-8643. A taxes who is undertakopa qualified rehabilitation of a barn that is

a certified historic structure malso be etiible for the 20 % federal rehabilitation credit under
Internal Revenue Code section 47. However, if the tgpadoes not obtain the certifications from
the Secretarof the Interior, he or she will not begble for the federal credit.

For a taxpger ownirg a barn located in agestered historic district, where the barn is not a certified
historic structure, the expenditures attributable to the rehabilitation of the barn wily doatiie
historic barns credit if the barn is determined to be of no historgrafisance to the district. The
following standards are used to determine whether or not a barn is of histgndataice to a
registered historic district.

1. A building contributirg to the historic ginificance of a district is one whiclylbocation,

despn, settiry, materials, workmanship, feetjrand association adds to the district’'s sense

of time and place and historical development.

2. A building not contributimg to the historic ginificance of a district is one which does

not add to the district's sense of time and place and historical development, or one where
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the location, degn, settirg, materials, workmanship, feetjnand association have been so
altered or have so deteriorated that the overalyiiiyeof the buildirg has been

irretrievabl lost.

3. Ordinariy, buildings that have been built within the pastygars are not

considered to contribute to thesificance of a district unless a stgppustification

concernimg their historical or architectural meritgszen or the historical attributes of the
district are considered to be less thary&ars old. However, a barn placed in service in or
after 1936 does not qualifor this credit unless it is a certified historic structure.

Some properties are listed in the NationagiRer as ajroup rather than individual! This ype of
National Reister listing is not conclusive for purposes of determgwrhether an individual barn is
of historical sgnificance to the district. Certifications of “no historicajrsficance” will be made

on the appearance and condition of the prgdaxfore rehabilitation lgan. If a nonhistoric surface
material obscures a facade, ityri#e necesswifor the owner to remove a portion of the surface
material for a determination ofgsiificance or nonghificance to the district.

A letter from the New York State Office of Parks, Recreation and Historic Preservatiog ttatin

the barn is of no historicalgiificance to the mgistered historic district will be accepted as
conclusive proof of that fact for purposes of the New York State historic barns credit. Such a letter
(or additionalguidance on this issue) mae requested yicontactiig the New York State Office of
Parks, Recreation and Historic Preservation at P.O. Box 189, Waterford, New York, 123488, or b
telephonirg (518) 237-8643. In lieu of a letter from the New York State Office of Parks, Recreation
and Historic Preservation, the taypama obtain the certification of “no historicalgsiificance”

from the United States Secrataf the Interior. The taxpe@r should be aware that a determination

of “no historical ggnificance” from the Secretaiof the Interior is needed in order for the

taxpayer's rehabilitation to be gible for the federal rehabilitation credit alloweg $ection

47(a)(1) of the Internal Revenue Code.

Work That Does Not Materially Alter Historic Appearance

The New York State historic barns credit will not be allowed fgrrahabilitation that materigl

alters the historic appearance of a barn. A rehabilitation mayealtdls the historic appearance of

a barn when it chayes or destrgs the important character-defigifeatures of the barn. The

following kinds of workdo not materially alter a barn’s historic appearance, and therefore do

qualify for the credit:

1. roof repairs or replacement with new rogfmaterials;

2 foundation repairs;

3. minor carpenyr repairs and painta)

4. removal of additions built after 1936;

5 repair of existig materials or replacement of deteriorated materials with new materials
that match the existgomaterials (e., new wood clapboard to replace rotted wood sgidin
new red brick to replace a collapsed brick wall section; fieldstone to rebuild a fieldstone
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foundation);
6. movirg a barn to or within a workafarm;
7. repair and retention of at least 75% of the exgstiternal structural framework;
8. additions to historic barns that retain in place at least 75% of the lyisldiistirg

external walls, and which retain at least 50% of those walls as external walls; and
9. restorirg missirg decorative features documented to have existedghriigtoric

photayraphs. Decorative features ynaclude cupolas and ornamental metal ventilator

hoods, decorative paint schemes, patterned slate roofgjiagdrbread” ornament.

Work That Would Materially Alter Historic Appearance

The following kinds of workwill be presumed to materiglglter the historic appearance of the barn
unless the taxpeer provides evidence that the barn's historic appearance has not been ynateriall
altered:

1. replacement of existiywood sidirg or decorative details wittyathetic materials (viyl,
steel, aluminum);

2. replacimg existing wood windows or doors with non-wood units;

3. addirg new or enlaging existing window or door openiys, especiayl if structural

components must be cut for the installation;

4. demolition of additions built before 1936;

5. addirg decorative elements that never existed on the barn;

6 additions to historic barns that remove more than 25% of existiernal walls or which
enclose more than 50% of exigtiaxternal walls; and

7. alterations that remove more than 25% of the egistiternal structural framework.

One form of acceptable evidence that the historical appearance of a baot Ib@sn materiaji

altered is a letter from the New York State Office of Parks, Recreation and Historic Preservation
which states that the work did not mateyiallter the historical appearance of the barn. To request
a letter, or for additional information concergwvhat ype of work materiajl alters the historical
appearance of a barn, contact the New York State Office of Parks, Recreation and Historic
Preservation at P.O. Box 189, Waterford, New York, 12188, or telephone (518) 237-8643.

Additional Tax Calculation Information

The credit for the rehabilitation of historic barns shall not reduce the tax for corporatig sub
Article 9-A below the minimum tax or the alternative minimum tax, whichevegtsehi If there is

an excess credit available after redgdime tax to the minimum tax or the alternative minimum tax

for Article 9-A taxpgers, or if the credit exceeds the tax due for Article 22 tgeqzathe excess

may be carried forward to the next ten taxaydars (or fifteen taxablgears for Article 9-A

taxpagers) followirg theyear in which the credit was allowed. In lieu of garg over aly excess

credit, a taxpger who qualifies as an owner of a new business under Article 22 [section 606(a)(10)]
or a new business under Article 9-A [section 210{)]2)f the Tax Law mwg elect to treat the
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amount of the cayover as an overgaent of tax. This overganent can be credited or refunded as
provided in section 686 or section 1086 of the Tax Law, whichever is applicable. If a rehabilitated
historic barn for which this credit has been allowed is disposed of or ceases to be in qualified use
(i.e., converted to a non-business purpose) prior to the end of its useful life (that is the number of
months the taxpeer has chosen to depreciate the propkert purposes of the Internal Revenue

Code), the difference between the credit taken and the credit allowed for actual use must be added
back to the tax otherwise due in tfear the qualified use ceased oryear of disposition. A barn

that has been fuylldepreciated prior to rehabilitation is stillghle for the credit.

In order to claim the Historic Barns Credit, Schedule B-2 on Form CT-46, Claim for Investment
Tax Credit, must be filedybCorporation taxpgers or Parts I, Il and Il on Form IT-212-ATT,
Credit for Rehabilitation of a Historic Barn and Instructions, must be fiid@dosonal Income
taxpaers. This credit is effective for taxahjears bginning in or after 1997.



