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ACTION: INSTITUTE A STATE HISTORIC  
PRESERVATION TAX CREDIT
Thirty-four states have a historic preservation tax credit.  
New Jersey is not one of them.  Without the historic pres-
ervation tax credit, New Jersey is missing out on a proven 
tool for economic growth and revitalization. Between 
1978 and 2015, the National Park Service’s federal Historic 
Tax Credit for income-producing buildings led to $28.1 bil-
lion in federal tax receipts, a significant net gain over the 
$23.1 billion in allocated credits.1   States that have their 
own historic preservation tax credits see similarly strong 
returns on investment at the local level. 

BACKGROUND
In 2011, the New Jersey Senate voted unanimously to 
approve the Historic Property Tax Credit Act (S-659). The 
Assembly also passed an identical version of the bill. The 
Historic Property Tax Credit Act had strong bipartisan 
support.2  However, it was part of the Democratic package 
for economic development, and Governor Christie vetoed 
it. This continued a pattern that had been in place since 
the mid-1990s and early 2000s, when bills for a historic 
tax credit garnered support on both sides of the aisle but 
never quite passed.

HISTORIC PRESERVATION TAX CREDIT AS A 
POLICY TOOL FOR ECONOMIC REVITALIZA-
TION
A historic preservation tax credit drives economic devel-
opment in the following ways:

• It creates jobs, during both the rehabilitation phase 
and the building’s operation.

• It increases revenue in the form of income taxes, 
sales taxes, and property taxes.

• It incentivizes developers and banks to invest locally, 
especially in economically distressed areas they might 
not otherwise consider.

• It revitalizes run-down areas while making use of 
existing infrastructure. 3

• It results in “spillover” effects that extend beyond 
the rehabilitated building, improving the local economy 
and attracting businesses to the surrounding area. 

HOW THE CREDIT WORKS

Although each state has its own variants, the following 
steps describe how most historic preservation tax credit 

programs generally work. Most states keep their credit 
requirements consistent with the federal preservation 
standards so developers can apply to state and federal 
programs simultaneously. This makes the credit program 
doubly attractive to developers while promoting effective 
historic preservation within the state.

1. The state determines what types of buildings qualify. 

2. Owners of qualified buildings submit an applica-
tion to the state office or agency that administers the 
program.  Proposals are evaluated competitively with a 
cost-benefit analysis that looks at how much tax reve-
nue they will generate.

3. Winning projects earn a credit equal to a set per-
centage (20-30% in most states) of qualified expenses.  
The owner must pay the remainder of expenses, often 
financed by a loan.

4. Once the building is operational and has fulfilled all 
requirements, including compliance with historic re-
habilitation standards, the credit is applied against the 
property owner’s taxes—usually income tax.

MODELS IN OTHER STATES

Pennsylvania – Eligibility extends to qualified taxpayers 
completing restoration of a qualified historic structure 
into an income-producing property. Taxpayers apply 
through the Department of Community and Economic 
Development’s electronic application system, and appli-
cations are reviewed on a first-come, first-serve basis. Tax 
credits apply toward up to 25% of qualified expenditures 
and may go toward personal income tax, corporate net 
income tax, capital stock-franchise tax, bank and trust 
company shares tax, title insurance companies share tax, 
insurance premiums tax, or mutual thrift institutions tax. 
The state program has a total annual cap of 3 million in 
credits per fiscal year (with $500,000 per project). 4

Delaware – Eligibility extends to a property that is listed 
within the National Register of Historic Places, located 
within a National Register historic district, designated a 
local historic landmark, or located within a local histor-
ic district. The four-part application certifies that it is a 
historic property, that the rehabilitation process is valid, 
that the project has been completed, and that the owner 
requests an award of credit. Credit is awarded after the 
project is completed and certified as having met historic 
preservation standards. The credit may be applied against 
Delaware income tax liability or transferred to another 
tax payer. Credits are equal to 20% of the cost of rehabili-
tation for income-producing historic buildings. The credit 
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may equal up to 30% if the project qualifies for low income 
tax credits. Delaware also offers a 30% credit for other 
non-commercial historic buildings. 5

New York – Historic commercial buildings are eligible if 
they are located in a Qualified Census Tract with median 
family income at or below the state family median income 
level. State Historic Preservation Office staff review proj-
ects for compliance with federal preservation standards. 
The credit is worth 20% of the owner’s state and federal 
income taxes. Unused credits are refundable. New York 
also has a separate tax credit program for owners of his-
toric homes.

Ohio – Building owners and certain long-term lessees 
apply for a tax credit to rehabilitate eligible historic 
buildings.  Ohio’s Development Services Agency evaluates 
each application by conducting a cost-benefit analysis to 
determine whether the project will generate a net gain 
in state and local tax revenue.  The DSA distributes up to 
$60 million in credits to top-scoring projects, with a cap of 
$5 million per project.   The credit equals 25% of qualified 
expenditures against income tax, foreign and domestic 
insurance company gross premiums taxes, and financial 
institutions tax, up to the $5 million cap.  Developers 
submit progress reports during the building’s rehabilita-
tion period.  Once the renovation is finished, “developers 
receive the credit only after construction is complete and 
all requirements are verified.” 6

ECONOMIC BENEFITS 

A study on Maryland’s Heritage Structures Rehabilitation 
Tax Credit found that for every dollar of tax credit invest-
ed, the state receives “an average return of approximate-
ly $1.02 during the first year after a project’s completion, 
and $3.31 within five years after project completion.” In 
Maine, a study found that the first ten projects completed 
through the historic tax preservation credit “increased the 
assessed values in their community” from $3.6 million to 
$36 million, resulting in increased revenue from property 
and income taxes. 7

Revenue is generated in the following ways:

• Historic preservation requires labor-intensive work, 
employing carpenters, electricians, plumbers, and other 
tradespeople. 8

• Completed operational buildings create permanent 
jobs for employees who staff the businesses and main-
tain the building.  

• New jobs mean new income, creating income tax 

revenue. 

• Rehabilitation increases property values, resulting 
in increased property tax revenue.  Increased property 
tax comes from the enhanced nature of the completed 
building. Because New Jersey property tax is based on 
the value of the structure and not the land, gains are 
especially pronounced when a dilapidated structure is 
rehabilitated, effectively putting the property back on 
the tax rolls.9

• Other taxes collected are state income tax, busi-
ness-to-business sales tax, consumer sales tax, and 
commercial activity tax. 10

• Indirect jobs are created by workers spending in-
come and generally increased economic activity, such 
as other businesses moving to the area.

• States with state-level historic tax credit programs 
attract far more funding from the federal program. 
For instance, Kansas, before creating its own state 
program, completed around 50 projects over 21 years 
with the federal credit, with a combined $114 million in 
investment. After instituting its state program, Kansas 
completed 542 projects in 8 years, representing a total 
investment of $271 million. 11

Not only does a historic preservation tax credit generate 
revenue, it’s also been shown to foster greater economic 
growth than new construction:

• The distribution of costs in new construction aver-
age 40% labor and 60% materials. In contrast, rehabil-
itation costs on average 60% labor and 40% material, 
meaning more jobs. 12

• In Delaware, $1 million output from a manufacturing 
firm generated about 9.2 jobs. A $1 million new con-
struction project generated 11.2 jobs. Rehabilitation 
of a historic building beat both figures, with 14.6 jobs 
created for every $1 million spent.

• Delaware also benefited from the income those jobs 
generated.  A manufacturing firm that spent $1 million 
generated on average about $344,000 in household in-
come.  A $1 million new construction project generated 
more than $477,000 in household income. Both paled 
in comparison to $1 million invested in rehabilitation of 
a historic building, which generated nearly $540,000 in 
household income. 13

• “A $1 million investment in historic rehabilitation 
in Kansas realizes a markedly better economic effect 
to Kansas with respect to employment, income, GSP, 
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and state-local taxes compared to a similar increment 
of investment (i.e. $1 million) in an array of residential 
and nonresidential new construction (including building 
highways) in Kansas or a #1 million investment in an 
array of business activities important in Kansas, such as 
manufacturing (e.g., electrical machinery and automo-
bile), agriculture (wheat farming), and services (tele-
communication).” 14

Finally, not having an historic preservation tax credit is an 
opportunity cost. Because New Jersey’s bordering states 
all have tax credit programs, developers favor rehabilita-
tion projects in those states over New Jersey. 

ADDITIONAL BENEFITS

Preservation protects the cultural and aesthetic qualities 
of historic neighborhoods, providing a sense of commu-
nity cohesion.15  Historic neighborhoods attract the most 
economic and racial diversity, and they retain a greater 
percentage of their residents over time, creating social 
stability.16  Historic rehabilitation also makes use of exist-
ing development and infrastructure, slowing sprawl and 
preserving farmland and open space. 17

COSTS ASSOCIATED WITH HISTORIC TAX CREDITS

As a tax expenditure, the historic tax credit does have 
public costs. Potential costs include the following:

• Loss of immediate tax revenue—although these 
tax credit programs have been shown to more than pay 
for the initial loss over time. Loss of tax revenue can be 
limited by setting an annual cap on credits distributed.

• Cost of administering the program (evaluating 
applications, checking compliance, etc.)

• Opportunity cost for property values: A rehabili-
tated historic building generally results in higher property 
values than before the building was restored. However, it 
is possible that replacing the historic building with a new 
building (such as a high-rise apartment building) would 
result in even higher property values.

WHY IS A STATE CREDIT NECESSARY IN ADDITION TO THE 
FEDERAL PROGRAM?

The federal tax credit, which equals 20% of qualified reha-
bilitation expenditures, is sometimes not enough incen-
tive for banks and developers to invest in rehabilitating 
historic properties.  Rehabilitation projects in states with 
a state historic tax credit are more likely to win additional 
funding from the federal program, which in turn makes 
them more attractive to private investors.  In Maryland, it 

is estimated that “$172.2 million in Federal Historic Pres-
ervation Tax Incentives Program tax credits have been 
leveraged by the Maryland tax credits—almost a one-
to-one match. Owning to their challenging nature, most 
commercial projects would not be attempted without the 
equity provided by the combination of state and federal 
incentive programs.”18  There are numerous examples of 
successful projects that combined federal and state tax 
credits, such as the Parkside neighborhood redevelop-
ment in Philadelphia.19  In short, a state historic preser-
vation tax credit would make New Jersey projects more 
competitive in receiving matching federal funds.

OPTIONS FOR STRUCTURING THE HISTORIC 
TAX CREDIT PROGRAM
The historic preservation tax credit is a proven method of 
economic stimulus that has had bipartisan support in New 
Jersey. Negotiations over the bill will likely come down to 
selecting different methods for structuring the credit to 
fulfill specific development or budgetary goals. 

Income-producing vs. homeowner– The federal tax credit 
is limited to buildings used in trade or business for the pro-
duction of income.  Some states have chosen to extend 
eligibility for the state credit to houses belonging to indi-
vidual homeowners, especially since the federal program 
does not cover this type of structure.  If the primary goal 
is to generate jobs and tax revenue, the state may choose 
to define only income-producing buildings as eligible. It 
may be possible for the state to start with commercial 
structures and pilot a separate program for homeowners, 
perhaps with a focus on economically distressed areas.

Regional focus – The state can choose to focus the tax 
credit on a specific region that is targeted for redevelop-
ment. Some states include geographical distribution in the 
tax code to ensure that both rural and urban areas ben-
efit. Others focus the credit on economically distressed 
areas. In this scenario, the goal is to revitalize the econom-
ically distressed area, reducing its long-term reliance on 
state aid. In Vermont, credits are limited to commercial 
buildings in designated downtowns or village centers so 
that the credit operates as a strategic tool for revitaliza-
tion.20  The credit thus incentizives banks and developers 
to “revitalize often abandoned and underperforming 
properties that have a financing gap between what banks 
will lend and the total development cost of the transac-
tion.” 21 

Transferability – Some states allow the tax credit to be 
transferred. This is useful in cases where a building owner 
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does not have enough tax liability to make full use of the 
credit. In Kansas, Kentucky, Oklahoma and Missouri, the 
taxpayer can sell the credit to a third party. Other options 
are to allow a tax credit not fully useable in the current 
year to be carried back to offset previous taxes, or for the 
tax credit to be refundable, with unused amounts payable 
in cash to the credit holder. 22

Incentives for smaller projects — Beyond transferability, 
there are other ways to make sure smaller-scale projects 
can make use of the credit. The bill could offer a higher 
percentage of credit to projects with smaller spending 
projections (for instance, $1-2 million). Smaller entities 
could also benefit from more flexibility in local ordinances 
relating to redevelopment.

Zoning exemptions for historic buildings — One challenge 
in rehabilitating historic buildings is that they may not 
meet current zoning requirements. For instance, if a his-
toric factory in a downtown is rehabilitated into an office 
building, there might not be room for the hundreds of 
parking spaces required by local zoning laws. Exemptions 
for historic buildings can help attract developers to these 
projects.

Credit amount – Of the 34 states with a tax credit, 28 issue 
a credit equal to between 20 and 30% of qualified expen-
ditures. At the low end, Montana provides 5% when the 
federal 20% credit is also used, and North Carolina provides 
15%. At the high end, New Mexico offers a 50% credit with a 
per-project cap of $25,000. To control overall costs of the 
programs, states usually have caps for individual projects 
as well as overall aggregate caps. For instance, Ohio has 
a $5 million individual project cap and a $60 million annual 
aggregate cap. Nebraska has a $1 million project cap and a 
$15 million annual aggregate cap. 23

Qualified expenditures – The state defines what counts as 
a qualified expenditure. For instance, Ohio defines these 
expenses as costs paid or incurred by the owner to reha-
bilitate the building, including architectural or engineering 
fees. Excluded costs are the price of acquiring or expand-
ing a building and work done on facilities such as parking 
lots or sidewalks. The federal credit excludes expenses for 
expanding the building or costs associated with a portion 
of the building that will be used for tax-exempt purposes. 
24  The federal credit also includes cleanup for brownfield 
sites, which is often a critical component of redevelop-
ment projects. Because rehabilitation projects occur on 
land that is already developed, it is recommended that 
state programs keep brownfield cleanup as an eligible 
expense. 

AREAS OF NEW JERSEY THAT WOULD BENE-
FIT FROM A HISTORIC TAX CREDIT
Because of New Jersey’s industrial heritage, the state has 
a high percentage of buildings over 40 years old. Many of 
these buildings are sitting vacant. They are perfect for re-
habilitation because industrial buildings can be converted 
into a wide variety of uses, and are often located in urban 
settings with existing infrastructure and transportation. 
Cities like Trenton, Perth Amboy, Rahway, and Elizabeth 
are strong candidates for historical rehabilitation. A study 
on markets in the City of Trenton found that given its 
“historic import,” there is high potential to capitalize on 
its existing assets to invigorate commercial activity. The 
city’s eight historic districts and 51 historical landmarks are 
eligible for the federal tax credit program. However, the 
city would see a larger number of projects completed if 
New Jersey had a state tax credit. This would encourage 
developers to invest in the city. 25 

Without the state tax credit, many historical buildings 
across New Jersey remain vacant or underutilized.  One 
example is the Hahne and Co. Building in Newark. This 
commercial structure was built as a department store 
in 1901 and thrived through the 1950s. With the creation 
of suburban shopping malls, Hahne’s went into decline, 
with its last store leaving in 1986.26  The building stood 
empty for more than two decades. Eventually—through 
a public-private partnership between L + M Development 
Partners, Goldman Sachs, Prudential Financial, Citibank, 
New Jersey Housing and Mortgage Finance Company, and 
the state Economic Development Authority—the building 
was rehabilitated into a mixed-use facility with stores, 
apartments, and an art facility for Rutgers University at 
Newark. It officially reopened in 2017.27 

While it is positive that Hahne’s has reopened, the build-
ing remained vacant for more than 20 years—20 years 
that represent missed opportunities on property taxes, 
economic activity, and housing in Newark’s downtown. 
If New Jersey had had a state historic preservation tax 
credit, it is likely that the building would have been reha-
bilitated sooner.

A similar example is the Keystone Watch Case Co. building 
in Riverside. The building was constructed in 1908. The 
factory closed in the 1950s after wristwatches replaced 
pocket watches. Another company, Root Metals, occu-
pied the building until 1978. After that, the building stood 
mostly vacant. Various developers have proposed but 
never completed plans for the building. In 2016, a Brook-
lyn development firm purchased the building with plans to 
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convert it to luxury apartments. However, it remains to be 
seen whether this redevelopment project will be finished. 
Without incentives for developers, the factory has re-
mained underutilized for nearly four decades. 28

STAKEHOLDERS
Businesses — Businesses favor historic tax credits for 
commercial buildings. Unique, historic buildings are partic-
ularly attractive to entrepreneurs and local businesses. In 
an era where online shopping has made experiential retail 
newly important, businesses desire buildings with charac-
ter and history. 

Developers — Developers support historic tax credit pro-
grams, as they provide needed incentives to redevelop el-
igible buildings. Developers favor state historic tax credits 
that mirror the requirements for the federal programs so 
that they can apply to both programs simultaneously.  De-
velopers also require credit programs with faster applica-
tion and approval cycles. They cannot afford to pay taxes 
and mortgage on a building that long sits vacant. An ideal 
credit program for developers would allow for preliminary 
or fast-track approval of an application. If the project is 
completed according to the proper standards, the credit 
would then be earned.

Homeowners — Homeowner eligibility for the tax cred-
it will depend on the scope and budgetary limits of the 
credit. Homeowners are likely to support the bill if their 
houses are eligible. Some early drafts of the New Jersey 
bill included homeowners in order to win their support. 
However, this must be balanced against the demands of 
the Treasury, which generally wants a credit with more 
limited scope. Making homeowners eligible would add ap-
proximately 35,000 historic homes to the potential pool of 
projects, though only a small percentage of these would 
apply for credits in any fiscal year.

Residents – Residents are generally supportive of main-
taining unique historic structures that define their neigh-
borhoods. 

State Treasury – The New Jersey State Treasury has op-
posed state historic preservation tax credits. The Treasury 
views tax credits as lost revenue, partly due to the fact 
that increased property taxes on completed projects go 
to municipalities and not the state. Potential counterargu-
ments are that revenue from rehabilitation is not coming 
to New Jersey in the first place—real estate developers 
prefer to work on historic buildings in bordering states 
that offer the credit. New Jersey is losing out on this po-
tential economic development. 
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