20% REHABILITATION TAX CREDIT

Preservation Tax Incentives for Historic Buildings

Tax credits provide an important tool in the rehabilitation of historic properties. This federal program provides a dollar-for-dollar income tax reduction credit equal to 20% of qualified rehabilitation expenditures on income producing properties that are certified historic structures. Certified historic structures are either individually listed in the National Register of Historic Places (NRHP), or are contributors to a NRHP District. Properties not yet listed may apply for a preliminary determination of eligibility by filing a Part 1 form.

The property must be rehabilitated following the Secretary of the Interior’s Standards for Rehabilitation (1990). The project costs must exceed either $5000 or the adjusted basis of the building, whichever is higher. For larger projects, developers typically enter into a partnership with “tax credit investors” to more efficiently use the tax credit benefits. The developer serves as general partner with the tax credit investor being a limited partner, making an equity contribution to the project in exchange for the tax credit benefits. Under certain circumstances, non-profit organizations may also enter into such a partnership to allow their projects to benefit from the tax credit. 

This is one of the most successful and cost-effective community revitalization programs which also attracts private investment in the historic cores of cities and towns. New jobs, enhanced property values, urban renewal, new municipal revenues, improved properties, and a lively, diverse and attractive community are other benefits realized from completed projects.

PROGRAM GUIDELINES

The Tax Incentives program is implemented by federal regulations under 36 CFR Part 67 and is a three-way partnership between the local state Office of Historic Preservation (SHPO), the National Park Service (NPS), and the Internal Revenue Service (IRS):

	SHPO
	NPS
	IRS

	· First point of contact

· Provides forms, regulations, and other information

· Maintains records of State’s National Register properties

· Processes forms for listing

· Assists with information on appropriate rehabilitation

      treatments and materials

· Assists with tax credit

applications and sends

project review to NPS


	· Processes program fees

· Reviews all applications for

conformance with the

Standards

· Issues all certifications

(approval or denial) in writing to owner

· Transmits copies of

documents to the IRS

· Develops and publishes program regulations, the

Standards, other publications and maintains a web-site


	· Publishes regulations

governing which

rehabilitation expenses qualify for credits

· Sets time periods for

      incurring expenses

· Has procedural and legal oversight for claiming 20% and 10% credits

· Publishes audit guide for financial and legal aspects

· Insures that only qualified parties claim the credits




· Contact the SHPO for forms and to determine whether your property is National Register eligible. Forms and information may be downloaded from the NPS website or the CA SHPO website link.

· File a Part 1 (Evaluation of Significance) to start the program (individually listed properties do not need to file a Part 1, unless the listing consists of more than one building. Photos and a location map are important components of the application.

· File the Part 2 (Description of Rehabilitation Work) to clearly describe all the project work and how historic fabric might be affected. One of the most critical parts of the Part 2 is photos of “before” conditions so the NPS may compare the building before and after work. Lack of such photos can result in denial of the project, as review cannot be completed without them.  Drawings should accompany the Part 2 application.
· File the Part 3 (Request for Certification of Completed Work) after work is completed. Include photos of completed work, taken from the same locations as “before” photos. When filing the Part 3 be sure to contact your accountant or financial advisor for the details of claiming the credit. In certain instances, alternative minimum taxes and passive activity limitations may limit the use of the rehabilitation tax credits.

· All submissions should be submitted in duplicate form. OHP retains one original copy and forwards the second original copy to NPS.

· Most tax incentive rehabilitation projects are completed in a two-year cycle and the credits are claimed when the Part 3 is filed. For complex projects, or those with complex financing, it is possible to request a five-year, phased program. This must be done at the time the Part 2 is filed and must be accompanied by a detailed explanation of the phases. Credits may be taken in increments during the five-year period by filing a Continuation Sheet explaining the completion of a work phase. It is important to be aware that the whole project is reviewed, and later work if not done in accordance with the Standards, may result in denial and recapture of the previous credits granted.

CHECKLIST
___   Two sets of applications, photos and other documentation must be sent to the HPO.
___   Do not bind applications, as both the SHPO and NPS have archival file

and storage standards that require applications to be unbound for processing.

___   All cover sheets must have original owner signature(s) and date on both copies.

___   Both the SHPO and NPS prefer actual photographs to digital images. If used, digital images should have a high resolution, providing the same clarity and level of detail as actual photographs. Unclear photographs could result in an inability to evaluate the project and necessitate return of the application. In any case, images should be loose and not bound, labeled on the back, and keyed to a plan.

___   The Part 2 application should reference all photos and drawing sheets for each item discussed.

___   Do not send review fees to the SHPO. The NPS processes fees when the Part 2 is received in their office and sends a letter requesting payment. To expedite the fee request, a NPS credit card payment form may be completed and submitted to SHPO with the Part 2 and Part 3 application for forwarding to NPS with the completed review. The credit card form may be downloaded from the NPS website or the CA SHPO website link.

 Any change in a previously approved scope of work must be reported to the

SHPO and the NPS, usually by an amendment to the Part 2, to be filed with the

SHPO.
Do not delay in contacting the SHPO with any questions during the course of the project. The SHPO’s role is to assist in ensuring that the project meets the

Standards and is successful.

FURTHER INFORMATION:

Please see Appendix A for guidance in preparing a successful application.

http://www2.cr.nps.gov/tps NPS Heritage Preservation Services

Internal Revenue Service

Federal Regulations 36 CFR Part 67

http://www2.cr.nps.gov/tps/tax/IRS.htm

http://www2.cr.nps.gov/tps/tax/taxregs.htm
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