) Varies.

TAX CREDITS FOR HISTORIC BUILDINGS
(from 19 Feb 2004 workshop in Concord)

Income-producing properties can take a 20% federal tax credit, also a 20%
state tax credit. There is a special 10% tax credit for buildings built before 1936 but
not “historic.” North Carolina also offers a 30% tax credit for non-income-
producing properties such as homes; there is no federal tax credit for these
properties at this time.

In order to be eligible for the tax credits, the property has to be listed on the
National Register of Historic Places. For income-producing buildings, this listing
must be in place within 30 months of the application. With non-income-producing
buildings, the listing much be in place at the time of application. Either way it
includes buildings listed individually or contributing members of a National
Register historic district.

Approval of restoration plans by the Preservation office in Raleigh is needed
before starting the work. The plans must conform to the Secretary of Interior
Standards and are subject to approval by the National Park Service; they charge a
fee, and, as of July 1, 2004, the NC Preservation office will also charge. There are
guidelines for the minimum cost and the time involved.

Before starting on the application and project, the owner should get the forms
from: Preservation Tax Credit Coordinator, Restoration Branch, NC State
Preservation Office, NC Division of Archives and History, 4617 Mail Service
Center, Raleigh, NC 27699-4617; 919-733-6547.

Also it is important to consult your accountant to see how the tax credits will
affect your situation and to consult an attorney about how the ownership of the
property is set up, especially if there is a partnership agreement in place. If a change
in the use of the property is anticipated, you should consult the local planning
department about zoning restrictions.

In Union County the Historic Preservation Commission has jurisdiction over
designating and maintaining historic properties. It gives the landowner guidance in
gathering the information needed for consideration of a designation report. It also
has a list of professionals equipped to do National Register nominations; the cost




NORTH CAROLINA DEPARTMENT OF CULTURAL RESOURCES
DIVISION OF ARCHIVES AND HISTORY
STATE HISTORIC PRESERVATION OFFICE
4617 Mail Service Center, Raleigh, NC 27699-4617

ASSISTANCE TO OWNERS OF HISTORIC BUILDINGS

I. TECHNICAL ADVICE FOR RESTORATIONS, REHABILITATIONS, AND
HISTORIC BUILDING MAINTENANCE:

All owners of historic buildings in North Carolina, inctuding private individuals and organizations as well as
governmcnlal agencics, may rcquest technical advice from the Restoration Branch of the Stale Hisloric Prescrvation
Office (HPO). Technical consultation incurs no cost or obligation. A building docs not need to be listed in the National
Register of Historic Placcs or have any other special historic designation 1o be cligible for this service. Consultalions arc
offeted on a lime-available basis and may include Ielephone consultations, mailings of lechnical articles and sample
specifications, on-site building inspcctions and cvaluations, and referrals to specialty architccls, contraclors, and
consultants. Staff cannot prepare in-depth plans and specifications {or restoration projects but can provide printed
technical information materials without charge and recommend additional books and periodicals that are available for
purchase from other sources.

CONTACT: Restoration Branch, 919/733-6547. Ficld offices arc localed in Ashceville'(828/274-6789) for the mountain
region and Greenville (252/830-6580) for the northeastern region,

1. FINANCIAL ASSISTANCE FOR RESTORATIONS AND REHABILITATIONS:
A. FEDERAL GRANTS (Private, private nonprofit, and public owners of National Register propertics)

The National Historic Prescrvation Act of 1966 authorizes a grant program for properties listed in the National Regisict
of Historic Places, but federal grant funds have gencerally not been available for restoration projects since 1980. Limited
federal funding (approximatcly $130,000 annually for the cntirc stale) is available through the State Historic
Preservation Office for assistance to communities and private nonprofit organizations engaged in historic preservation
projects. These funds arc limited mostly o non-construction aclivities such as comprchensive counly surveys.
Occasionally grants are awarded for nominations of individual propertics to the National Register of Historic Places.
Grants (o assist (he restoration of National Regisler properties are sometimes awarded in communitics whosc local
governments have preservation programs that have been accrediled as Certified Local Governments (CLGs) by the
Nalional Park Scrvice.

Additional funds are sometimes carmarked for special categories of projects such as lighthouscs and Native Amcrican
propettics, and restoration funding is currently allowed for National Historic Landmarks regardless of local CLG status.
Even when federal restoration {unds have been available, historic propertics used for religious purposcs have been
cligible for funding only in special circumstances. The application period for the annual grant cyele begins cvery
November and ends January 31.

CONTACT: Grants Administrator, 919/733-4763

B, STATE GRANTS AND PRIVATE FQUNDATION GRANTS (Privatc nonproflit and public owners of historic
propertics)

State Grants: In the past, stalc monies for local prescrvation projects were available to local governments and
nonprolit groups from discrctionary funds appropriated by the Norlh Carolina General Assembly. 1n recent years therc
wcre no such appropriations until 1993, when a onc-time appropriation was madce for grants 1o local projects. Such
approprialions may or may not be repeated in coming ycars. State appropriations have never been made to privately
owned historic propertics. A Regional History Silcs program cstablished by the Division of Archives and History in
1988 provided some funding for locally owned muscum sites but has not been funded by the General Assembly in recent
sessions.

Private Foundation Grants: Some private foundations include historic preservation projects among the activities
cligible for funding, and project sponsors may find it uscful to make inquiries to local and rcgional Toundations.
Foundation directorics may be found at public libraries.

CONTACT: Grants Administrator, 919/733-4763 more - - -



C. REHABILITATION TAX CREDITS (Privale individuals and busincsses)

The federal tax code provides an atiraciive 20% 1nvestiuent 1aa credit for the rchabililation of privately-owncd, income-
producing historic buildings, including residential renlal buildings, that arc listed in the National Regster of Historic
Places or are contributing historic buildings within National Register Historic Districts. Effective Januvary |, 1998, an
addililonal 20% stalc investment tax credit ts available for projeets certificd under the federal program The creduts apply
only 1o substanial rchabilations (not minor fix-up projecis) and she work must meet federal rehabititalion standards
Owners who seck federal investment tax credits are urged to contact the Restoration Branch before beginniug
tchabilitation work.

Also cffcctive January [, 1998, a building that 1s lisicd in the National Regisicr of is a contribuling building 1n a Nattonal
Register historic district may be cligible for a 30% slale income investment tax credit claimed against the costs of a
gualificd rehailitation of the building. This credit applics enly to nonincome-producing properucs, including owner-
occupied tesidential properties. The cost of the rchabilitation must exceed $25,000 wilinn a 2d-month period. Plans
for the rehabilitation arc reviewed by the North Caroling Historie Preseryvation Offiec, and work on the building must
meet the Secrelary of the Interior's Srandurds fur Rehabilitation. Rehabilitation work must Ue appraved by the Nurth
Carolina Historic Preservation Office prior to commencemicnt of work.

CONTACT: Preservation Tax Credit Coordinator, Restoration Branch, 919/733-6547
II1. ASSISTANCE PROGRAMS OF OTHER AGENCIES AND ORGANIZATIONS:

A. PRESERVATION/NORTH CAROLINA:. Prescrvatian/North Carolina (P/NC) is a stacwide nonproflil prescrvation
membership organization. Membership in P/NC supports a wide range of prescrvation advocacy, cducation, and
resloration programs Members reccive a quarterly newsletter and periodic updates on historic preservation news and
cvents in North Carolina,

Buying or selling historic properly: Among its programs and activitiss, PINC operates a rcvolving fuad to marckel
hisloric propertics for sale Lo new owners who arc able and willing o preserve them. Several local revelving funds aiso
work cooperatively with P/NC. Protcctive covenants arc appended to the deeds of propertics revolved through PANC,
and P/NC rctains the right of lirst refusal in [uture sales of the propertics. PANC also accepls cascinenl donatons from
owners who destre that their properties be prescrved in perpetuity.

CONTACT: Preservation/North Carolina, P.O. Box 27644, Ralcigh, NC 27611-7644, 919/832-3052

B. LOCAL HISTORIC PRESERVATION COMMISSIONS: Over 80 preservation commissions have been cstablished by
local governments in North Carolina. These cominissions represent over 120 counties and munieipabtics and operate
preservauon programs al the local level. Local preservation commissions recommend historic districls or landmarks for
designation by the tocal governing board and review allerations and additions 10 landmarks and properties within
designated historic districts. Some commissions provide rchabilitation design assistance, operate local revolving funds,
and offer other services and activities.

CONTACT: Your local preservation commission. If you arc uncertain if onc exisls in your commualy, or tf you scck
information about cstablishing or opcrating 2 commission in ycur community, contact the prescevation planner at the
State Historic Preservation Office, 919/733-6545,

C. THE NATIONAL TRUST FOR HISTORIC PRESERVATION: The Nauonal Trust is a national, privaic nonprofit
preservation advocacy organization. The Trust publishes a monthiy newspaper and bimonihly wagazine, publishes a
varicty of books on hisioric preservation topics, owns and operatcs muscum properlics, and opcrales a program of
incentive grants Lo local prescrvalion urganizations {or non-construction activitics.

CONTACT: National Trust for Hisloric Preservation, 1785 Massachuselts Avenue N.W, Washington D.C. 20036,
202/673-4000. Southcrn Regional Office, 456 King Sircet, Chatleston, S.C. 29403, 843/722-8552.

D. THE MAIN STREET PROGRAM: The North Carolina Main Street Center (NCMSC) is an outgrowth of a pilot project
begun by the National Trust in 1977. North Carolina was among the sia states that originally participaled and is now onc
af thiny-two states with acuve programs. Thirty North Carolina towns and citics willi populations under 50,000
parucipatc with locally staffed program managers. NCMSC provides technical assistance lo particaipating communlics to
cncourage ccononuce development within a historie preservation contenl. NCMSC is part of the Division of Commiunity
Assisiance of the North Carolina Department of Commmerce.

CONTACT: North Carclina Main Swrect Ceuter, Division of Comnunity Assistance, P.O. Box 12600, Ralcigh NC
27605-2600, 919/733-2850
331700
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State and Federal Historic Rehabilitation Tax Credits

Neow state tax credits arc now available Tor the rehabilitation of non-income-producing historic properties in addition
(o the previously available federal and state 1ax credits for income-producing historic propertics, These tax credits
make rchabilitations of historic buildings in North Carolina inore atiractive than ever before. The present historic
prescrvation tax credit measures provide:

» A 20% stale tax credit for rehabilitations of income-producing historic propertics hdl also qualify for the

20% federal investment tax credit. In effect, the combined [ederal-state credits reduce (he cost of a certified
rchabilitation of an income-producing historic struclurc by 40%.

s A 3% state tax credit for qualifying rehabilitation of ron-income-producing historic structures, including
owncr-oceupied personal residences. There is no cquivalent federal eredit for such rehabilitations.

Non-income-producing propertics
*  The new credits will apply only o qualiflied expenditures made on or alter January 1, 1998.

*  Only certified historic structures will qualify for the credits. A “certificd historic structure” is defined as a
building that is listed in thc National Register of Historie Places, cither individually or as a contributing
building i a Nationat Register historic district, or as a contributing building within a local historic district that
has been certified by the U, S, Departiment of the Inerior. (Therc arc only three of the latier in North Carolina.
These are the Blount Sweet Historic District in Raleigh, the Goldshore Hisioric District, and the Decatur-Hunicr
Iistoric District in Madison.)

¢ A non-income-producing building must be a “certified historic structure™ at the time the stale credit is taken—
thal 1s, it musl be actually listed in the National Register or it will not qualily for the state credit. The property
owner musl begin taking the credit in the year the rehabilitation profect is completed.

« Anowncr may begin a rehabilitation project on a non-income-producing propertly following approval of
rehabilitation plans by the State Historic Preservation Office but prior to the listing of the property in the
National Register, with ihe iniention of having it listed in the Register by the time the project is completed.
However, because listing of a property by a desired deadline cannet be guaranteced, owners are strongly urged
to secure National Register listing of their non-income-producing property prior to beginning a certificd
rchabilitation.

&  The rehabilitation of the historie structure must be substantial. For non-incoine-producing propertics, the
rchabilitation expenses must cxceed $25,000 within a 24-month period.

s The State Historic Preservation Olffice reviews rehabilitation work on non-income-producing historic structures.
All rchabilitation work must meel the Secretary of the Interior’s Standards for Rehabititation. The applications
must be appreved prior to the commencement of work.

s The credits cannot be claimed against the cost of acquisition, new additions, silc work, or personal property.
Only costs tncurred in work upon or within a historic structure will qualify. Interior work such as HVAC work
and kitchen and bathroom remodeling will qualify if the work inccets the Sccretary of the Interior’s Standards
for Rehabilitation.

«  The application submitled by the owner describing the rehabilitation wark on a non-income-producing
historic structure must be approved by the State Historic Preservation Office prior (o the commencement of
work!!
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Intome-producing propertics

*  Only certified histone stiructores witl guahfy for the credits, A “certificd lustoric structure” s defined as a
building that 15 lisicd in the National Register of Historie Places, oither individually or as a contnibuling
builchng in a Nationa) Register lustoric district. or as a contributing building within a loval historie district that
has been certified by the Department of the Interior (There are only three of the latter in North Caroling.
These arc the Blount Strect Hustorie Disinet in Ralergh, the Goldsboro Historie District, and the Decatur-Hunter
Hislorie District in Madison)

= The federal tax eredit for income- producing buildings provides for “preliminary ceclificanon” that cnables an

owner o lake the credil for a qualifying rehabilitalion even hefore the siructure is actually Iisted in the Nat:onal
Regisier of Hisiorie Places.

*  The rchabilitation of the historic struciure must be substanual. For income-producing properuces, the
rehabilitation cxpenses must exceed the greater of the “adjusted hasis™ of the building or $5,000 within a 24-
month period or a 60-month period for phascd projects,

*  All rchatilitanon work nwst meet the Sceretary of e Interior's Standards for Rehabilitation. Applications for
income-producing structures arc subject 1o a joint revicw by the Stale Hisloric Preservaiion Office and the
National Park Scrvice, with final autherity vesting with the Nauonai Park Scrvice.

*  The credits canaot be clained against the cost ol acquisition, new additiuns, sitc work, or personal property.
Only cosls incurred in work upon or within a historic structure will qualily. Intcrior work such as the
inslaliation of new VAL, clectrical, or plumbing systems, Ninishes, and ather alterations will qualify il the
work mects the Sceretary of the Interior's Srandurds for Rehabilitation.

*  Property owners of income-producing historic siructures arc sirongly advised 10 consull witl the State Historie
Preservation Qllice before beginning a rehiabilitation o resolve potential design and rehabulitation problems
that could result in denial of the ercdits.

A property is listed in the National Register of Historic Places by a nommunation, which is a rescarch report
prepared according lo detailed state and federal guidelines. The final authority on National Register listing s the
federal Keeper of the Nauonal Register in Waslungton, DC. In its role as adnunisirator of the National Register
prograin m Norih Caroling, the N. C. State Flistone Preservation Office is charged with cosuning that nowinationg
forwarded by the State Hislorie Preservation Officer 1o the Keeper are complele and correct. The Swale Historie
Preservation Offlice provides direction 1o preparers but does nol write nomminations  Moxst noounailons are preparcad
by povaic consuliums hired by properly owners. local governmenlts, or privaic non-profil organizations. The
nonnation process may take six months lo two ycars or Jonger.

This information descnibes the federal and state historie preservation taa credit progranis in very gencral terms only.
Taxpayers showld consult o professional iax advisar, the North Casoling Ocpartment of Reveaue, or (e Internil
Revenue Service fur lielp in determining the tax and olher Npancial Implications of any matier discussed here. For
further information regarding the procedures for ghlaining hisioric prescrvation certiflications, contaclt:

T Stimmons or David Chrisienbury, Preservation Architcets/Tux Act Caordinators
Restoration Branch, N.C. Siate Historic Preservation Offlice

N.C. Division of Archives and History

4617 Mail Scrvice Center

Kaleigh, NC 27699-4617 Telephone: 919733-6547 Fax. 919/715-4801

For infarmation about the National Register of Historic Places and the requirements and procedures {or hsting,
coniact;

Ann Swallow, Natiera) Register Coordinator

Survey and Planning Branch, N.C. Statc Historie Preservation Office

N C Division of Archives and History

4017 Mail Scrvice Center

Raleigh, NC 27699-4617 Telephone., 919/733-6545 Fax: 919/715-4801 Augusl, 2003
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North Carolina Division of Archives and History
State Historic Preservation Office

Federal Preservation Tax Credits for Income-Producing Historic Buildings

What is the Federal Historic Preservation Tax Credit?

An incentive to taxpaycrs who contribute to the preservation of historic buildings by rchabilitating them,

Provides a dollar-for-dollar reduction of federal income tax owed cqual to 20 percent of the cost of
rchabilitating “certified historic structures.”

Project must go through the threc-part “Historic Preservation Certification Application™ process at the
state and federal levels—the State Historic Preservation Office and the Nalional Park Scrvice.

Who may apply for the tax credit?
Owners of potential “certified historic structures.”

Lessees of potential “certified historic structures” with a lease term of 27.5 years for residential property
and 39 years for nonrcsidential property.

What buildings arc eligible?

Buildings listed individually in the National Register of Historic Places or potentially cligiblc to be listed.
Buildings not listed are required to be listed as part of the final certification.

Buildings located in a “registered historic district” or a potentially eligible district that contribute (o the
significance of the district. Districts not listed arc required to be listed as part of the finai certification.

Musl be a “certificd historic structure” as determincd by the National Park Service through the “Historic
Preservation Certification Application Part 1—Evaluation of Significance.”

Must be used in a trade or business or held for the production of income for either rental residential or
nonresidential purposes.

What rehabilitations qualify?

Must be substantially rehabilitated—expenditures must exceed the greater of the “adjusted basis” of the
building er 32,000 within 24 months or 60 months for phased projects.

Rchabilitation must be consistent with the historic character of the building and, where applicable, with
the district in which the building is located, as determined by the National Park Scrvice through the
“Historic Preservation Certification Application Part 2—Description of Rehabilitation.”

Must meet the Secretary of the Interior’s “*Standards for Rehabilitation.”

(See other side.)



What rehabilitation cxpenditures qualify?

Lxpenditures incurred it connection with the rehabilitation of a “certified historic structure’” that arc
properly chargeable to a capital account.

Includes: rehabilitation costs, construction interest and taxes, architectural and engineering fees, legal and
professional feces, developer’s fecs, and general and administrative costs.

DOC_S not include: acquisilion costs, enlargement costs, acquisition interest and taxes, realtor’s fecs,
paving and landscaping costs, sales and marketing costs, or new building construction costs.

Wien can u taxpayer cluim the tax credit?

Generally, for the taxable year in which the rehabilitated building is placed in service. I all of the credit
cannot be used, hc excess can be cairied back one year and then forward 20 years.

For phased projects, before completion of 1he entire projcct on the basis of “qualificd progress
expenditures” if construction is planned for two or more years.

Must be a “centified rehabilitation” as determined by the National Park Service through the “Historic
Preservation Certification Application—Request for Certification of Complcted Work.” A copy of this
certified application imust be filed with the tax return claiming the tax credit.

When are the tax credits subject to recapture?

None if a qualificd rehabilitated building is held by the taxpayer for longer than five ycars after the
building is placed in service.,

One hundred percent is recaptured if the owner disposes of the property within one ycar and the amount of
such recapture is reduced by 20 pereent for cach full year that clapses thercafter.

What urc the fees Jor processing rehabilitation certification requests?

The National Park Service's fee for review of rehabilitation projects ranges from $500 to $2,500 for
projects with rehahilitation construction costs ranging from $20.000 to $1,000.000 plus.

What is the 10 percent federal rehabilitation tax credit?

Available for non-historic buildings built before 1936 used for nonresidential purposcs. No “Historic
Preservation Certification Application™ required.

How does the State of North Carolina Historic Preservation Tax Credit work?

Elfective for taxable years beginning on or after January 1, 1998, taxpayers who receive the 20 percent
Federal Historic Preservation Tax Credit will also qualify for an additional 20 percent tax credit from the
state of North Carolina.

Thas ifarmanon sheel describes the Federal thatonc Preservaiion Tax Credit program in very general ierms oply  Taxpoyers should canult an accountant, iy
atraeney. ar uther professional tay adviser. legal counscl, ar the internal Reverue Service for elp i detennining ihe tux and other financial implicauons of any matier
divowsvd here For furthet anfurmgiion regarding the Nutonal Park Service tegulutions goversung (he proceduses for abtainng historie prese nuion cerificdiions,
ot Tl Stmmiens, A, Sexiae Presenation ArchitecyTay Credhi Coordingior, Restoration Branch, Staie Histanic Preservanan Office, North Caroling Divistun of
Aromves and 1hittary, 36147 Mail Kervice Center, Raleigh, Norgiv Caritine 270994617, 9:9.734-6547.
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