TaX PoLicy DIVISION
DAWN CASH, DIRECTOR

PHONE (405) 521-3133
FACSIMILE (405) 522-0063

COMMISSION

May 30, 2008

Re: Our file number LR 08-048;

Dear

This letter ruling is in response to your inquiries dated April 9, 2008 wherein you posed a
series of ruling requests relating to the Oklahoma Historic Rehabilitation Tax Credits under 68 Okla.
Stat. § 2357.41. Following is a restatement of the facts outlined in your letter, the specific rulings
requested and our responses thereto.

Statement of Facts

1. In order to help finance the rehabilitation and renovation of the the
Landlord has entered into a Master Lease of the premises with
L.L.C. (the' n.

2. Landlord has entered into a Pass Through Agreement with whereby

the Federal Tax Credits have been passed-through to th

3. Landlord and have agreed that the Pass-through Election only applies
to the Federal Tax Credits and not to the State Tax Credits.

4. Landlord is owned by and the
State Member.

5. Under the Landlord Operating Agreement, the State Member is allocated all the State

Tax Credits.
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The State Member is a limited liability company.
The is a twenty (20) story building that consists of residential
apartments and commercial spaces. .
Tenants began occupying apartments in the during the 2007

calendar year.

The City of Oklahoma City issued a final certificate of occupancy for the
in the 2007 calendar year.

As a general rule, pursuant to Section 47 of the Internal Revenue Code, the federal
historic rehabilitation tax credit is allowed for the tax year that the qualified
rehabilitated building is placed in service.

Landlord submitted Part 1 of its Historic Preservation Certification Application
(Evaluation of Significance) with the Oklahoma Historical Society and the National
Park Service. Landlord received the approval of its Part 1 from the Oklahoma
Historical Society and the National Park Service on

Landlord submitted Part 2 of its Historic Preservation Certification Application
(Description of Rehabilitation) with the Oklahoma Historical Society and the
National Park Service. Landlord received the approval of its Part 2 from the
Oklahoma Historical Society and the National Park Service on

Landlord submitted Part 3 of its Historic Preservation Certification Application
(Request for Certification of Completed Work) with the Oklahoma Historical Society
and the National Park Service. Landlord received the approval of its Part 3 from the
Oklahoma Historical Society and the National Park Service on

The State Member has entered into an agreement with wherein
will purchase the State Tax Credits from the State Member.

Rulings Requested and OTC Responses

The Landlord, the State Member, and request a letter ruling from the Tax Policy
and Research Division of the Oklahoma Tax Commission, in light of the facts set forth in this letter
ruling request, that:

1.

The State Tax Credits will initially be owned by, and in the name of, the State
Member due to the allocation of the State Tax Credits to the State Member by the
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Operating Agreement of the Landlord.

Yes. In the case of pass through entities, the Oklahoma Tax Commission allows the
Oklahoma tax credits to be either allocated, assigned, or distributed to the members,
shareholders, or partners at the pass through entities discretion, so long as the
allocation, assignment, or distribution of the credits does not exceed one hundred
percent (100%). In this case, the Landlord (a limited liability company or "LLC")
will have generated Oklahoma Tax Credits that may be allocated to members of the
LLC, of which the State Member is a member.

The Federal Pass-Through Agreement does not pass the State Tax Credits through to
the -

Yes.

One hundred percent (100%) of the State Tax Credits as reflected on the Part 3 issued
by the National Park Service related to the are valid for the 2007
tax year.

Yes, provided that the federal tax credit is allowed pursuant to Section 47 of the
Internal Revenue Code and your assertion that the federal historic rehabilitation tax
credit is allowed for the tax year that the qualified rehabilitated building is placed in
service under the Internal Revenue Code.

The third party purchaser of the State Tax Credits from the State Member (in this
case, ) will be entitled to claim the credits on its 2007 Oklahoma income tax
return.

Yes, the Oklahoma tax credits are claimed on the Oklahoma tax return and reported
on Oklahoma Tax Commission Form 511CR, and Oklahoma Tax Commission Form
572 is supporting documentation.

The third party purchase of the State Tax Credits from the State Member (in this
case, will be entitled to claim the credits on its estimated tax payments for
its 2007 and subsequent year Oklahoma income tax returns (subject to the limitations
provided in the statute).

Yes.

The transfer of the State Tax Credits can be accomplished by the State Member and
by completing the Form 572: Transfer Agreement for Income Tax, Rural
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Electric Cooperatives Tax, or Insurance Premium Tax Credit, and filing a copy of the
agreement executed by the State Member and within thirty (30) days of the
date of transfer with the Oklahoma Tax Commission.

Yes, transfers of the Oklahoma tax credits are accomplished by filing Oklahoma Tax
Commission Form 572.

The third party purchaser (in this case, will be able to claim the State Tax
Credits for the 2007 tax year by attaching 511 CR: Other Credits Form, and a copy of
the Form 572 to its 2007 income tax return.

Yes, the Oklahoma tax credits are claimed on the Oklahoma tax return and reported
on Oklahoma Tax Commission Form 511CR, and Oklahoma Tax Commission Form
572 is supporting documentation.

The State Tax Credits can be used to apply for a refund of any of the taxes identified
in 68 Okla. Stat. § 2357.41 of the Oklahoma statutes paid in tax year 2007 or used to
satisfy such tax obligations in subsequent years (subject to the limitations provided in
the statute).

Yes, the State Tax Credits can be claimed for tax year 2007 income taxes due or
apply for a refund of 2007 taxes paid.

The State Tax Credits cannot be recaptured or be otherwise voided.

There is no recapture mechanism under 68 O.S. § 2357.41. However, if the federal
credit is adjusted, the Oklahoma Tax Commission will make a corresponding
adjustment to the Oklahoma credit.

The date of transfer of the State Tax Credits for all purposes is the date specified in
the first paragraph of Form 572.

Yes.

Please also confirm that and any transferee of the third party purchaser of the State
Tax Credits may fully rely on this ruling.

Yes. This response applies only to the circumstances set out in your request dated April 9,
2007. Pursuant to Commission Rule 710:1-3-73(e), this Letter Ruling may be generally
relied upon by the entity to whom it is issued, assuming that all pertinent facts have been
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accurately and completely stated, and that there has been no change in applicable law.
This letter may also be relied upon by subsequent transferees of this credit for the
transactions outlined in this letter assuming that all pertinent facts have been accurately and
completely stated, and that there has been no change in applicable law.

If I can be of further assistance, please feel free to call me at (405) 521-3133.

Sincerely,

Michael Kadfm
Tax Policy Analyst



