Historic Preservation Tax Credits and
t he Secretary of
Standards for Rehabilitation

Yelvington House
Clayton, Johnston County

Clayton Graded School
Clayton, Johnston County
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Clayton Cotton Mills
Clayton, Johnston County



What is a tax credit?

A tax credit differs from a tax deduction. A tax deduction simply lowers
the amount of your income which is subject to taxation.

A tax credit provides a dollar-for-dollar reduction in the amount of taxes
you owe. For example, if your tax bill is $10,000, a $4,000 credit will
reduce your tax bill to $6,000.
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Elizabeth City Opera House
Elizabeth City, Pasquotank County



Income-Producing Structures

¢ The tax incentives are available to owners of buildings that are
depreciated and generate an income.

¢ Past projects include: commercial buildings, industrial complexes,
apartments, schools, and single-family houses.

American Tobacco
Durham, Durham County ¢

¢ Mixed use project consisting of office, retail, and residential.

Total investment exceeds $160 million and counting.



Income-Producing Structures

¢ 20% federal tax credit for certified rehabilitations of income-producing
certified historic structures.

¢ 20% state tax credit for certified rehabilitations of income-producing
certified historic structures that qualify for the 20% federal tax credit. The
combined federal-state credits reduce rehabilitation costs by 40%.

¢ Thus, $1 million of certified expenditures will result in an eligible tax credit
gf $200,000 against both federal and state taxes for a total tax credit of
400,000.

Weldon Commercial District
Weldon, Halifax County

c The project was made up of five buildings.
c Total investment exceeded $3.8 million.



Non Historic Structures

There I1s a 10% federal tax credit for
rehabilitations of income-producing non-
historic structures built before 1936 and used
for nonresidential purposes is available.



Role of the IRS &
N.C. Department of Revenue

¢ The IRS and N.C. Department of Revenue
administer the tax and finance aspects of the
Income-producing program.

¢ Taxpayers should consult a professional tax
advisor, the IRS or the N.C. Department of
Revenue for help in determining the tax or
other financial implications of any matter
discussed here.



Role of NPS & the SHPO

¢ Since 1976, the National Park Service (NPS)
has administered the historic preservation
certification aspect of the income-producing
program, in partnership with the State Historic
Preservation Offices (SHPO).

¢ The SHPO administers the program at the
state level, with final authority resting with
NPS.
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Cherry Street Apartments

: = \ R Winston-Salem, Forsyth County
\\\ ¢ $207,000 investment in each building

Sewell Duguid House
Wilmington, New Hanover County
Proposed $42,000 investment
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House House
Wake Forest, Wake County Raleigh, Wake County
¢  Proposed $120,000 Investment ¢ $200,000 investment



Income Producing Projects

29y Tarboro, Edgecombe County
$200,000 investment
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Balsam Mountain Inn, Jackson County . -

c Over $1,250,000 investment



% | Income Producing Projects

Lowder Hardware Building
Albemarle, Stanly County
o $300,000 investment

Blount Harvey Building
Greenville, Pitt County
$2,400,000 investment
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Bear-Munson Building
Wilmington, New Hanover County
¢ $427,000 investment




Income-Producing Projects

Proctor Hotel
Greenville, Pitt County



Income Producing Projects

First Christian Church
Greenville, Pitt County
C $825,000 investment

Documentary

Cleveland School
Clayton vic., Johnston County
$2,058,000 investment




Income Producing Projects
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The Imperial Tobacco Company of Great Britain and Ireland, Ltd.
Rocky Mount, Nash County
¢ $26,000,000 investment




Income Producing Projects
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Barn at Shelton Plantation

Chowan County




Nonincome-Producing Structures

¢ The tax incentives are available to owners of buildings that do not
generate an income, such as private homes or multi-family residential
condominiums and other certified historic buildings that are on site.

Edenton Cotton Mill

Edenton, Chowan County

¢ Over one dozen condominium units averaging
over $200,000 each
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Glencoe Mill Village
Burlington, Alamance County
G Several dozen homes rehabilitated



Non Income-Producing Structures

30% state tax credit for certified rehabilitations of nhonincome-producing
certified historic structures.
There is no equivalent federal credit for such rehabilitations.

Thus, $100,000 of certified expenditures will result in a tax credit of
$30, 000 against the owner 6s state ta

Lewis D. Isenhour House
Sanford, Lee County




Role of the Dept. of Revenue

¢ The North Carolina Department of Revenue
administers the tax and finance side of the
nonincome-producing program.

¢ Taxpayers should consult a professional tax
advisor or the North Carolina Department of
Revenue for help in determining the tax or
other financial implications of any matter
discussed here.



Role of the SHPO

¢ Since 1998, the North Carolina State Historic
Preservation Office (SHPO) has administered
the historic preservation certification side of the
nonincome-producing program in partnership
with the North Carolina Department Revenue.

¢ Nonincome-producing projects are reviewed
solely by the SHPO.



Non Income Producing Projects
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Salisbury, Rowan County

Renfro Mill
Mt. Airy, Surry County

—— -
¢ $7,850,000 investment Red Hill Plantation A
$6,000,000 tax value Granville County % -
s 37 residential units



State Mill Rehab Tax Credits

¢ The tax incentives are available to owners of a manufacturing facility or
for purposes ancillary to manufacturing, such as a warehouse for selling
agricultural products, or as a public or private utility; and

¢ It has been at least eighty percent (80%) vacant for a period of at least

two years immediately preceding the date the Eligibility Certification is
made; and

¢ the total investment is at least $3,000,000.

The Imperial Tobacco Company of Great Britain and Ireland, Ltd.
Durham, Durham County
$6,700,000 investment



State Mill Rehab Tax Credits

¢ Increases state credit to 40% for certified rehabilitations of income-
producing and nonincome-producing certified historic structures in
Development Tier 1 or 2 counties.

¢ Increases state credit to 30% for certified rehabilitations of income-
producing certified historic structures in Development Tier 3 counties.

¢ Thus, $1 million of certified expenditures will result in an eligible tax credit
of $200,000 against federal taxes and either $300,000 or $400,000
against state tax for a total tax credit of $500,000 to $600,000.
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Durham, Durham County
Projected expenditures of $13,000,000



Certified Historic Structure

¢ Listed individually as a single building in the National Register of Historic Places or

¢ Certified as contributing to a National Register Historic District or Property.
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Jf0636 Clayton Banki_nzz Compan); Gilding 1996

North Carolina State Historic Preservation Office web map
service is available at:


http://gis.ncdcr.gov/hpoweb/

Certified Rehabilitation

o All work must meet the Secretary of the
Inmtoesrsioad s FStaamda.r ds f o

¢ Income-producing projects are subject to a
joint review by the SHPO and NPS, with final
authority resting with NPS.

o Nonincome-producing projects are reviewed
solely by the SHPO.



Disclaimer

¢ This information describes the federal and state
historic preservation tax credit programs in very
general terms.

o Taxpayers should consult a professional tax
advisor, the NC Department of Revenue or the
IRS for help in determining the tax or other

financial implications of any matter discussed
here.



The Secretary
Standards for Rehabilitation

a -
Austin Building - ol 3 Charles L. Coon High School
Smithfield, Johnston County Wilson, Wilson County



What is Rehabilitation?

Rehabilitation I s define
returning a property to a state of utility, through

repair or alteration, which makes possible

an efficient contemporary use while preserving

those portions and features of the property

which are significant to its historic, architectural,

and cul tur al val ue. 0



Rehabilitation is the most commonly
used of the four basic treatments for
historic properties.

The other treatments are:

C Preservation;

C Restoration; and

C Reconstruction



Wh at are the Secret
Standards for Rehabilitation?

C The Standards are ten principles developed by the Secretary
of the Interior to guide work on historic properties.

C The Standards are used to judge the appropriateness of the
proposed work to the historic property.

C The Standards and the accompanying Guidelines are used
by architects, property owners/managers, and developers when
developing rehabilitation projects and by the State Historic
Preservation Office and the National Park Service when
reviewing proposed work to a historic property.



Guidelines for Rehabilitating
Historic Buildings

¢ ldentify, Retain and Preserve - Forms and
detailing of architectural materials and features
that are important in defining the historic
character should be identified, retained and

oreserved.

¢ Protect and Maintain 1 Protection involves the

east degree of intervention and Is preparatory to

other work including maintenance.

c Re
Wit
INC

pair 1 Repairing of historical materials begins
n the least degree of intervention but can also

ude limited replacement in kind or with

compatible substitute materials.



Guidelines for
Rehabilitating Historic Buildings

¢ Replace T Replacement should be in kind or with
compatible substitute materials. Materials that could
be reasonably repaired and preserved should not be
replaced.

¢ Design for Missing Features 1T When an entire
Interior or exterior feature is missing, it no longer
plays a role in physically defining character of the
building unless it can be accurately recovered in
form and detailing through the process of carefully
documenting the historical appearance.

¢ Alterations/Additions 1 Itis important that
alterations do not radically change, obscure, or
destroy character-defining spaces, materials,
features, or finishes.



Standard 1

A property shall be used as it was historically or be
given a new use that requires minimal change to its

distinctive materials, features, spaces, and spatial
relationships.
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N ... Cleveland Middle School, Johnston County

Classrooms are ideal size for efficiency or one bedroom apartments.
The program retained the corridors, finishes, ceiling heights, windows, volume of space, auditorium, etc.
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Sanders Ford Building
Raleigh, Wake County

Artists studios were created on the second floor. The volume of space can still be appreciated because the
individual studios have no ceilings and the individual spaces are separated by eight foot tall sheetrock walls.
The first floor is office gallery space.

The program provided for the retention of metal roof trusses, brick walls and wood floor (including oil stains).



Standard 2

The historic character of a property shall be retained
and preserved. The removal of distinctive materials
or alterations of features, spaces, and spatial
relationships that characterize a property shall be
avoided.



Retain significant corridors and common spaces




C Retain character defining features, such as windows.

C Historic windows are made of superior materials, their existence is a testimony to the quality of materials
given the frequent lack of maintenance, they are easy to maintain and repair, they are highly energy efficient
when combined with a storm window, and the practice is sustainable T unlike replacement windows.

| - Remove deteriorated material, kill wood feeding
- pathogens repair with epoxy, prlme and paint

..-__G_,_»_,;

Primed window after deteriorated bottom

rail and bottom of stile were repaired



Before After

This project was denied because of several changes to the floor plan.



Standard 3

Each property shall be recognized as a
physical record of its time, place, and use.
Changes that create a false sense of
historical development, such as adding
conjectural features or elements from other
historic properties, shall not be undertaken.




¢ Do not create a false sense of history.
¢ Later changes to a sister include: removal of the front gable, porch, and windows.



Standard 4

Changes to a property that have acquired
historic significance in their own right shall
be retained and preserved.



Danielhurst Plantation
Edgecombe County

Retain historic building relationships



Rock Cliff Farm
Wake Forest, Wake County

Retain changes from the period of significance.
The later side porch, bathroom addition on the front porch, and connector between the
main house and kitchen should all be retained.



Standard 5

Distinctive materials, features, finishes, and
construction techniques or examples of
craftsmanship that characterize a property
shall be preserved.



Preserve historic materials, finishes, features and
construction techniques T no matter how simple.
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Glencoe Mill Village House | . .
Burlington, Alamance County



Preserve decorative materials, finishes, features and construction techniques

Plaster cornice and centerpiece Decorative millwork and built-in furniture

Parquet flooring Millwork, such as fireplace mantels,
window surrounds, and baseboard



