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Jobs and Investment Jobs and Investment Jobs and Investment Jobs and Investment NowNowNowNow… … … …         
Tax credit redemptions Tax credit redemptions Tax credit redemptions Tax credit redemptions latelatelatelaterrrr    
    
It’s the perfect recovery plan It’s the perfect recovery plan It’s the perfect recovery plan It’s the perfect recovery plan --------    pppprivate investment and new jobs rivate investment and new jobs rivate investment and new jobs rivate investment and new jobs 
occuroccuroccuroccur    up front, months oup front, months oup front, months oup front, months orrrr    years beforeyears beforeyears beforeyears before    the state the state the state the state actually actually actually actually issues the issues the issues the issues the 
tax tax tax tax credits. credits. credits. credits. The lifeThe lifeThe lifeThe life----cycle of larger rehabilitation projects is cycle of larger rehabilitation projects is cycle of larger rehabilitation projects is cycle of larger rehabilitation projects is 
typically typically typically typically 24242424----36 months. The project must be certified 36 months. The project must be certified 36 months. The project must be certified 36 months. The project must be certified before before before before the the the the 
tax credittax credittax credittax credits are issueds are issueds are issueds are issued, and additional, and additional, and additional, and additional    time time time time passespassespassespasses    before before before before the credits the credits the credits the credits 
are are are are actually actually actually actually redeemredeemredeemredeemed ed ed ed on tax returns. on tax returns. on tax returns. on tax returns.         
    
The following represents a hypothetical timeline for a rehab tax credit project, 
based upon developer experience with larger rehab projects in neighboring 
Missouri: 
    

Year 1Year 1Year 1Year 1    (2011)(2011)(2011)(2011)    
• Acquire property andAcquire property andAcquire property andAcquire property and    begin preparationbegin preparationbegin preparationbegin preparation – In this hypothetical, a 

boarded up five-story property is acquired in downtown Peoria for $1 
million on January 1, 2011. The developer would start spending on 
architectural, survey, legal, and other soft costs, and within 3-6 months 
have completed design ready to present to the SHPO. Another 3 months 
would be required for preparation of the tax credit applications and 
design review. Interior cleanup, selective site demolition, environmental 
remediation, and site preparation begins. 

 
• Primary constructionPrimary constructionPrimary constructionPrimary construction – On larger construction projects, primary 

construction is often budgeted at 12 months, but typically runs closer to 18 
months. Historic rehabilitation requires a high degree of craftsmanship and 
most supplies are purchased locally. Rehabilitation needs to be performed 
in accordance with the Secretary of the Interiors Standards to obtain 
federal and state rehab tax credits. Labor in a historic rehab may run at 
around 60% of costs, as apposed to around 50% for normal construction, 
and around 40% for tilt-up construction.  

 

Year 3Year 3Year 3Year 3    (2013)(2013)(2013)(2013)    
• Certification Certification Certification Certification upon completion upon completion upon completion upon completion –––– The developer files a federal Part III (or 

State equivalent) upon completion of the project. This document includes 
a description of the completed work, and its conformity to both the 
original approved application and the Secretary of Interior’s Standards for 
Rehabilitation. Photo-documentation of the work is required, along with 
cost certification provided to demonstrate the total amount of qualified 
rehab expenditures on the project. This generally requires 3-6 months. 

 
• Tax credit issuTax credit issuTax credit issuTax credit issuedededed – This occurs approximately six months after 

construction is completed.  If all the final documents are submitted 
properly, a tax credit certificate would be issued 30 months after the 
project start date. 

 
 

Year 4Year 4Year 4Year 4    (2014)(2014)(2014)(2014)    
• Tax cTax cTax cTax credit reredit reredit reredit rededededeemedemedemedemed – In this example, a company purchases the tax 

credits in August of 2013 to apply to their 2013 tax return. Their return is 
filed in April of 2014, in conjunction with the filing of the 2013 tax return. In 
April of 2014, the state tax credit is redeemed.  The redemption does not 
occur until three years after the project start date.    


