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STATE POLICY TOOLKIT:
HISTORIC PRESERVATION TAX CREDITS
Restoring Prosperity is a new approach to helping older industrie

IMPORTANT
FEATURES OF A
GOOD POLICY

the 2%century: by investing and encouraging develcprigtimgrialve
and cities, planningpfomunities where people want to live and wor
better transportation, housing, and job choices for the new

¥ No annual aggregate
cap for the program,
which limits the number
of projects and increase
uncertainty for
applicants.

Historic preservation tax credit programs have helped to
successfully transform older cities and towns across the countr
spurring reinvestment, revitalization, and job generation. These
programs provide an incentive, inftren of a tax credit, to proper
owners to renovate historic buildings. These state credits can bEsEEFEGE A G
paired with the federal historic preservation tax credit to renova cap.
commercial properties, or used on their own by homeowners o
commercial buildingas there is no federal credit for homeownerg =TI IVACRI el )
Rhode Island, the stateOs historic preservation tax credit progré WlEEV SRRl
stimulated more than $1.6 billion of investment in more than 25 EUWAVILIEIS:EEE TR
projects within less than 7 years. For every dollar the state inve  saae el INACTEU I
there is a more than five dollar return in economic activity. 2 ENOUISE WELdrg 3

More than half of the states have some form of historic CIECItISiundab(c:
preservation tax creo_lits, yet many lack the structure necessary BV S
catalyze transformative revitalization. For example, by mstajs 2030 percent of
for the program, in the form of annual or-peaject limits, many qualified rehabilitation
states have handicapped their programOs ability to effect true ¢SGR
The National Trust for Historic Preservation works with its state
partners and other organizations arounddhatry to expand ¥ Broad eligibility for the
existing programs, as well as institute new ones, and is a valual " dCeEREEFElTTe

resource on this issue. commercial devéopers,
' homeowners, and non

states with profit organizations.

Since 1998, Missouri has had one of the most generous programs in the country, with a 25 percent credit
for commercial and owneccupié residential properties listed on the National Register of Historic
Properties or in a statertified historic district. There is no annual eppgect cap, and the credits are
transferable by sale to third parties. The program also hgesaa @@sforwardO provision, where the

credit can be used against taxes due during that future period, as welkback@@aayision for taxes.

Studies conducted in the state have shown the historic preservation tax credit to be a major driver of
heritageourism, as well as a source of new jobs and revenue for localities and the state. In just fiscal year
2007, Missouri led the nation with 189 historic rehab projects completed and $535 million invested up
front in labor and materials for the projects.

LEARN MORE: More information on specific statesO polices at

www.preservationnation.org/issues/re hahitications
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THE GROUNDWORK
FOR A GOOD POLICY

¥ Bring together keygroups,
including the National Trust
to discuss passing or
expanding a program.

¥ Decide on your ideal
program terms to encourage
revitalization.

¥ Conduct research to identify
the concrete benefits of
passing the policy, including
on job creation and econmic
reinvestment.

¥ Recruit champions on the
GovernorOs staff and in the
legislature, especially on the
budget and/or tax
committees of the legislature
and on the stateOs economic
development corporation.

¥ Ensure that at least one key
group involved has
experience in state political
strategy and lobbying.

¥ Build a strong and diverse
coalition. Cultivate media
support from newspapers ant
business publications.
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POLITICAL STRATEGY Historic preservation tax
credits are passed by the
state legislature, but support from the stateOs Governor is also
critical to preventing a veto of the program. Expanding or
instituting a historic preservation tax credit program provides the
abilty to build a diverse set of supporters, from developers to
affordable housing advocates to local elected officials. The
biggest hurdle to passing good programs, however, is often
pushback about the costs of the program. State budget rules tend
to view tle tax credit only as an expense and do not recognize
the returns on investment provided by the program. Recognizing
that, a successful political strategy needs to win over members of
the state legislatureOs tax and budget committees, gain support
from thestateOs economic development corporation and other
allies that can make the economic case for the program, and
undertake research showing the potential payoffs.

Winning Over Policymakers

Like most policies, the key to passing, defending, and
expanding@pd historic tax credit programs is having
powerful political allies who are invested in the issue. /
minimum, here are some of the key places to build sug

¥ Cultivate champions in the relevant committee
(likely budget and/or tax), as well as lg@lershif
in the House and Senate.

Target members who represent districts with tt
highest number or concentration of historic
properties in their district, especially abandone
derelict properties, who would be #wdped by th
credit.

Build supprt among the GovernorOs staff and
agencies, especially any economic advisers. C
overlook agencies that arenOt directly impacte
Natural Resources Department will see the prc
as an energgaving program that also protects ¢
space, for exartgy and the Housing Departmen
could see the program as a source of new hou
stock.

Bring in the staff of your stateOs Historic
Preservation Office or Department early, and ¢
research help.
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Building the Case: Research COALITION
BUILDING

Research on the potential benefits of passiexpanding the
program, especially on the economic payoffs, is essential to bui
support. Several state campaigns, including in Rhode Island, M
Ohio, have hired consultants to undertake research projections
could be replicated in othéates. If your campaign lacks funding t
hire a research group, contact the stateOs historic preservation
local universitiesO economic and public policy programs about
undertaking their own research. A list of properties that would b
eligible fo the credit, obtained by contacting the state historic

preservation office, could be used to develop fact sheets for sol
the top legislative targets. For good examples of case studies ¢
other materials, see Preservation New Jersey and Predezagtien
of New YorkOs websites.

The most successful histor
preservation tax credit
campaigns have built a lar¢
and diverse coalition, like tl
one in Rhode Island that
includes 78 members. In
forming coalitions, campaic
should casider what some
the top messages will likely
for the campaign, as well a
the key targets. Some of th
key constituencies to incluc
in a coalition are:

Defending or Expanding a Program o
¥ Preservationists

Due to statesO budgeting procedures, the historic preservation ¥ Local elected officials,
credit may be attacked during tough budget cycles. Cultivatinigeéegi: including the stateOs
and gubernatorial champions, as well as carefully documenting the League ofCities
of the stateOs program and maintaining an active coalition are mez Businesses/Developers

that can help guard against rollbacks and set the stage for expansi Chambers of Commerce
Several states, like Virginiatetbout with small programs, and gradu Economic development
grew the terms and conditions of the program to be more generous groups

state saw a return on its investment. Some important defensive tac Affordable housing

consider pursuing once a state has a program in place include: groups
Environmental groups
¥ Evaluate the data of every project, detailing information lit Land preservation group

tax credit provided, value of the property, final property ta Architects, planners, &
percentage of affordable housing units, and the average i engineers

of the census district. State historic preservation oféickes tr Labor unions

this informationFind your stateOs office at: www.ncshpo.o

¥ Commission several case studies of some of the most su A full list otll of the
projects, which can be distributed to legislators, the Gove members of the Rhode
and the media. coalition is in Appendix

¥ Organize tours of completed ofcionstructiorprojects for
legislators, their staff, and agency heads.

¥ Undertake research to determine the average investment
for each dollar the state spends on the tax credit.

¥  Work to get a state agency to undertake its own research
detail the benefits ofélprogram. | SIS LS

¥ Compare rates of historic property development before ar

after the program, as well as conduct surveys of develope

about the challenges of doing historic projects.
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In many states vaitgood

COMMUNICATIONS historic preservation tax

credit policies, the programs were packaged as economic
development strategies that would spur reinvestment in declin
cities and towns and create good jobs. Making a strong case
economic payoffs of the progranmiportant. Recruit messenger
who can best sell that economic message: developers, Cham
Commerce, local elected officials, labor, and economic
development agencies and couple those messages with the
supporting research demonstrating the poliaytdsnéc benefits,

a roadmap for revitalizing America's older industrial cities

RESOURCES

National Trust for Historic

A strong program will creaeonomic investment in our Preservation

cities and towns, revitalizing these areas. I Fact sheets, model policy
information, case studies,
sample tesimony, and ability
to contact staff for advice and
assistance.

Messages that Work

¥ This development incentive will create guaydng
construction jobs, as well as jobs in the new buildings
commercial areas. Historic rehab creates more jobs ¢
for-dollar inveted, when compared to new constructio

http://www.preservationnai
¥ Too many of our stateOs properties are either vacant orgor Renee Kuhiman;202
underutilized; this program will bring life back into tho 5886234
buildings, creating new tax revenues and making our

neighborhoods safer. National Register of Historic Places

. I Listings of national and state
¥ Our stateOs historidlhmgs are a strength that can helj historic properties and districts.

make us unique and competitive if we encourage http://www.natiomegisterofl
investment in them. storicplaces.com/

Redeveloping our historic buildings in our cities and t
will help save our farmland and open space from o . .
development, reuse existing infrastrucpuesent our Historic Preservation Officers

landfills from being clogged with building materials, ai ! The professional association

retain more walkable neighborhoods. of the State government
officials who carry out the

¥ The tax credit program will help create more housing national historic preservation

our stateOs cities and towns. program, with links to state
affiliates and reseach.
http://www.ncshpo.org/

National Conference of State

Messsages For an Uncapped Program

¥ The program should not have aprject cap, because tt State Resources:

most transformative projects that can revitalize areas & I' GrowSmart Rhode Island
generally the largest, most expensive redevelopments. I Greater Ohio

Missouri State Historic
The program needs to ensure certainty for qualifying Preservation Office
projects to get the credits; annual caps make the proce : V|_rg|n|_a Department of
more uncertain for developaesjucing the incentive for Historic Resources
companies to complete the application and process. I' Maine Preservation, Inc.
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RESEARCH ON THE
ECONOMIC PAYOFFS

The Economic Benefits of State
Historic Preservation Investment
Tax Credits
I Prepared for the Historic
Hawaii Foundation by
Preservation Associates; includ
analysis frormultiple states

The Economics of Historic
Preservation: A Community
LeaderOs Guide
I Written by Donovan Rypkem
real estate consultant and expe
on the issue, and produced by -
National Trust for Historic
Preservation

Rhode Island Historic Preservabn
Investment Tax Credit Economic &
Fiscal Impact Analysis
I Conducted by Lipman Frizze
& Mitchell LLC for GrowSmart
Rhode Island

Prosperity through Preservation
I Conducted by the Virginia
Commonwealth University Cen
for Public Policy

The Economic Impact of the
Rehabilitation Investment Tax
Credit Program for Historic
Structures in North Carolina
I Conducted by the stateOs
Historic Preservation Office

a roadmap for revitalizing America's older industrial cities

MAKING THE ECONOMIC CASE

As referenced throughout this guide, one of the keys-
pasing, expanding, and defending state historic

preservation tax credits has been making the econon
argument in favor of these programs. Historic preserv
tax credits help spur economic payoffs in several key
they create goguhying constructigobs during the

project and permanent new jobs at many of the sites;
programs create new sources of tax revenue for local
governments and the state by bringing vacant proper
back into use; and finally, the projects leverage and a
private capal to areas of the state that need investmel

The Facts: Historic Tax Credits Pay

¥ Leveraging stateestment for economic peayrgf
$1 million of state tax credit in Rhode Island leverag
$5.35 million in total economic output in the state (2
GrowSmart Rhode Island report).

Creating gepdying jobSince 2002, 277 projects ir
Rhode Island aggrojected to create 17,725 construct
jobs earning $677.54 million in wages; permanent
employment at those locations was projected at 7,2!
people earning $321 million annually (2007 GrowSn
Rhode Island report).

Labofintensive projeRtgjects inentivized with the
historic tax credits produce more jobs than new
construction because they are more complicated an
renovation is labantensive. In North Carolina, studie
found that over a 2@ear period, if the 732 projects in
federal rehabiliian program had been new construct
projects, they would have created 1,800 fewer jobs .
produced $26 million less in household earnings (1¢
Preservation North Carolina report).

¥ Generating government revenues & recoupit
From 1998 to 2001,issouriOs $74 million tax credit
program produced $60 million in taxes, in addition tc
leveraging $295 million in private investment, produ
$283 million in gross state product, creating 6,871 jc
and $121 million in additional income for reside®® (
Center for Urban Policy Research at Rutgers Univel
for the Missouri DowntowAssociation and Missouri
Department of Resources).
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Appendix 1: Sample Legislative Language from Kansas Historic Preservation Tax Credit

The Kansas historic preservation tax credit program has several provisions that mal
best: the tax credit is equal to 25 percent on commercipediessitibatiad/@ap Ocarry
forwardO and Ocarry backO provision, meaning that the credit can apply against pa

transferable and has no annyebfgpeap. Any references to Kansas are highlighted i
languagelow; this language can be used as the basis for statutes in other states.

Credit against tax for certain historic structure
rehabilitation expelitures. (a) For all taxable

years commencing afi2ecember 31, 2001

there shall be allowed a tax credit against the
income, privilege or premium tax liability imposed
upon a taxpayer pursuant to iensasincome

tax act, the privilege tax imposed ugon

national banking association, state bank, trust
company or savings and loan association pursuant
to article 11 of chapter 79 of the Kansas

Statutes Annotatedor the premiums tax and
privilege fees imposed upon an insurance
company pursuant €.S.A.40252 and
amendments thereto, in an amount equal to 25%
of qualified expenditures incurred in the
restoration and preservation of a qualified historic
structure pursuant to a qualified rehabilitation plan
by a qualified taxpayer if the total amountaif su
expenditures equal $5,000 or more. If the amount
of such tax credit exceeds the qualified taxpayer's
income, privilege or premium tax liability for the
year in which the qualified rehabilitation plan was
placed in service, as defined by section 47#{b)(1)
the federal internal revenue code and federal
regulation section 1-482(f)(2), such excess
amount may be carried over for deduction from
such taxpayer's income, privilege or premium tax
liability in the next succeeding year or years until
the total araunt of the credit has been deducted
from tax liability, except that no such credit shall
be carried over for deduction after the 10th
taxable year succeeding the taxable year in which
the qualified rehabilitation plan was placed in
service.

(b) As used in this section, unless the context
clearly indicates otherwise:

(1) "Qualified expenditures” means the costs
and expenses incurred by a qualified taxpayer in
the restoration and preservation of a qualified
historic structure pursuant to aldiea

rehabilitation plan which are defined as a qualified
rehabilitation expenditure by section 47 (c)(2) of
the federal internal revenue code;

(2) "qualified historic structure" means any
building, whether or not income producing, which
is defned as a certified historic structure by
section 47 (c)(3) of the federal internal revenue
code, is individually listed on the register of
Kansas historic placesor is located and
contributes to a district listed on the register of
Kansas historic places

(3) "qualified rehabilitation plan" means a
project which is approved by the cultural
resources division of the state historical society, or
by a local government certified by the division to
SO approve, as being consistent with the standards
for rehabilitation and guidelines for rehabilitation
of historic buildings as adopted by the federal
secretary of interior and in effect on the effective
date of this act. The society shall adopt rules and
regulations providing application and approval
procelures necessary to effectively and efficiently
provide compliance with this act, and may collect
fees in order to defray its approval costs in



accordance with rules and regulations adopted
therefor; and

(4) "qualified taxpayer" means the owner of
the qualified historic structure or any other person
who may qualify for the federal rehabilitation
credit allowed by section 47 of the federal internal
revenue code.

If the taxpayer is a corporation having an
election in effect under subchaptef @ federal
internal revenue code, a partnership or a limited
liability company, the credit provided by this
section shall be claimed by the shareholders of
such corporation, the partners of such partnership
or the members of such limited liability camgpa

(c) Any person, hereinafter designated the
assignor, may sell, assign, convey or otherwise
transfer tax creditd@ved and earned pursuant to
subsection (a). The taxpayer acquiring credits,
hereinafter designated the assignee, may use the
amount of the acquired credits to offset up to
100% of its income, privilege or premiums tax
liability for either the taxable yéa which the
gualified rehabilitation plan was first placed into
service or the taxable year in which such
acquisition was made. Unused credit amounts
claimed by the assignee may be carried forward
for up to five years, except that all such amounts
shallbe claimed within 10 years following the tax
year in which the qualified rehabilitation plan was
first placed into service. The assignor shall enter

in the same manner as such shareholders, partnersinto a written agreement with the assignee

or members account for their proportionate
shares of the income or loss of the corporation,
partnership or limited liability company, or as the
corporation, partnership or limited liability
company mutdly agree as provided in the bylaws

establishing the terms and conditions of the
agreement and shaberfect such transfer by

notifying the cultural resources division of the
state historical society in writing within 90
calendar days following the effective date of the

or other executed agreement. Credits granted to a transfer and shall provide any information as may

partnership, a limited liability company taxed as a
partnership or other multiple owners of property
shall be passed through to the partners, members
or owners respectiyepro rata or pursuant to an

be required by such division tomdwister and
carry out the provisions of this section. The
amount received by the assignor of such tax credit
shall be taxable as income of the assignor, and the

executed agreement among the partners, members excess of the value of such credit over the amount

or owners documenting any alternate distribution
method.

paid by the assignee for such credit di=ll
taxable as income of the assignee.
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Appendix 2: Coalition for Neighborhood & Economic Renewal (CNER) in Rhode Island
Prepared and updated by Grow Smart Rhode Island as of 4/21/08

The undersigned are committed to ensurindrtiade Island maintains a strong, predictable and

transparent State Historic Preservation Investment Tax Credit program. We believe that this program has
been one of the best economic development and neighborhood revitalization tools implemented in Rhode
Island in several decades.

Business community

Grow Smart Rhode Island

Central Rhode Island Chamber of Commerce
Greater Providence Chamber of Commerce
Narragansett Chamber of Commerce

National Federation oidependent Businesses
Newport County Chamber of Commerce

North Central Rl Chamber of Commerce
Northern Rhode Island Chamber of Commerce
Providence Foundation

10. Pawtucket Foundation

11. South Kingstown ChambeCafmmerce

12. Rhode Island Hospitality & Tourism Association
13. Rhode Island Society of CPAOs

14. Blackstone Valley Tourism Council

15. The Urban Revitalization Fund of Rhode Island

CoNOOR~WNE

Municipalities

16. Town of Burrillville

17. Town of Est Greenwich Community Development Consortium
18. City of East Providence

19. Town of North Smithfield

20. PADS 02860: Pawtucket Alliance for Downtown Success

21. City of Pawtucket

22. City of Providence

23. City of Warwick

24. City oiNoonsocket

25. Woonsocket Main Street Riverfront Initiative

Developers/property owners

26. AS220
27. Bella Vista, LLC
28. Cornish Associates



29. Foundry Associates

30. Greater EImwood Neighborhood Services
31. Housing Network of Rtle Island

32. LISC Rhode Island

33. Milhaus, LLC

34. Moran Shipping

35. Pawtucket Armory Association

36. Peregrine Group, LLC

37. Property Advisory Group

38. Puente Providence

39. Regency Plaza/Chestnut Hill Realty Corp.
40. Reewable Resources, Inc.

41. Riverfront Lofts, LLC

42. Struever Brothers, Eccles & Rouse, Inc.
43. The Armory Revival Company

44. The Aspen Group

45. The Steel Yard

46. Urban Smart Growth, LLC

Contractors/Subcontractors

47. Amaral Raei Corporation

48. Assoc. Builders and Contractors, Inc., Rl Chapter
49. Rl Independent Contractors and Associates

50. Rhode Island Builders Association

51. Nation Wide Construction, Inc.

52. Nadeau Corporation

53. Resource Contsplnc.

Building material suppliers

54. RI Lumber & Building Material Dealers Association
Labor

55. Rhode Island ARTIO

Engineersb structural/environmental

56. Vanasse, Hangen, Brustlin, Inc. (VHB)
57. Fuss & OONeill

Financial Institutions

58. Hanover Capital, LLC
59. Sovereign Bank

Attorneys

60. Holland & Knight, LLP
61. Moses Afonso Jackvony, Ltd.

Real Estate Agents



62. Hayes & Sherry
63. Natural Tech Homes, LLC
64. Rhode Island Association of Realtors

Preservation Community

65. National Trust for Historic Preservation
66. Preserve Rhode Island

67. Preservation Society of Newport County
68. Providence Preservation Society

69. PPS Revolving Loan Fund

Planning and Designb planners, architecs, landscape architects

70. Barbara Sokoloff Associates, Inc.

71. Durkee, Brown, Viveiros & Werenfels Architects
72. Newport Collaborative Architects

73. Public Archaeology Laboratory (PAL, Inc.)

74. RI Chapter, American Planning Assatiatio

Misc.

75. HousingWorks RI

76. Institute for the Study and Practice of Nonviolence
77. Partnership for Creative Industrial Space (PCIS)
78. Save the Bay

Appendix 3: States with Historic Preservation Tax Credit Programs

[l States with income tax credits
[ States that do not tax income
[ ] States without rehab tax credits




restorm

I R O S I E R I I Y a roadmap for revitalizing America's older industrial cities

Historic preservation tax
credit programs have THE NEED IN
helped to successfully (INSERT STATE)
transform older cities and
towns across the country by spurring reinvestment, revitalizati€ SLEI=EEES ETE

and job generation. These programs provide an incentive, in tiE S IIEEEETES

form of a tax credit, to prepty owners to renovate historic 2 eV B
buiIdings._These state credits can be paired with the federal hi 3 NI o i e
preservation tax credit, which is available solely for commercigm S TETE ST RTERS TS
properties. Without this incentive, historic property rehabilitatio
can be too comglated and expensive for property owners and A= 6o
developers to undertake. Providing-8®percent state tax credit potential economic

can yield impressive results; states like Missouri and Virginia, payoffs, including job
the countryOs best programs, have seen dramatic payoffs in creation, of the state tax
economic devefmnent, job creation, and more affordable home[ SIS ICl E

¥ Example(s) of a historic
preservation project
success story or need

¥ Specific problems or
opportunities in the
state related to historic
preservation, including
on affordable housing,
energy, open space, etc

Spurrln(i; economic development & job creation
Historic preservation tax credits are one of the best economic
development strategies for a state: they leverage private inves
in communities, create gepaying construction jobs and
permanenhew jobs, and generate new tax revenues from the

rehabbed properties.

Vacant and abandoned buildings bring down property values, increase safety risks, and contribute to the
decline of a neighborhood. Historic preservation tax credits help bringmesdetent and private capital

to older communities by bringing buildings and properties back to productive use.

Saving energy & open space

The rehabilitation of historic properties saves materials and land that would otherwise be required for new
developmentAdditionally, most historic properties are located in more walkableadrassible

neighborhoods; the tax credit encourages more homes and jobs in thesHieieatggreas, helping people

to save money on gas and reducing the stateOs oil tonsump

SUPPORTERS

INSERT HERE: Include information about what groups, companies, elected officials, etn
your state support historic preservation tax credits.




