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Rehabilitation is “…the act or process of making possible a compatible use 
for a property through repair, alterations and addition while preserving 

those portions or features which convey its historical, cultural or 
architectural values.”

National Park Service Internal Revenue ServiceState Historic Preservation Offices

The 20% credit is available only to properties rehabilitated for income-
producing purposes, including commercial, industrial, agricultural, rental 

residential or apartment use. 



SINCE 1977





Projects of All Types and Sizes



The Substantial Rehabilitation Test.
• In brief, this means that the cost of rehabilitation must exceed the pre-

rehabilitation cost of the building. Generally, this test must be met within 
two years or within five years for a project completed in multiple phases.

• The cost of a project must exceed the greater of $5,000 or the building’s 
adjusted basis. The following formula will help you determine if your 
project will be substantial:

• A — B — C + D = adjusted basis
A = purchase price of the property (building and land)

B = the cost of the land at the time of purchase

C = depreciation taken for the property (the property must be 

        depreciable, such as in a business, commercial or other 

        income-producing use)

         D = cost of any capital improvements made since purchase



The Secretary of the Interior’s Standards for 
Rehabilitation

Compatible Use: Use properties as they were historically or in a way requiring minimal change.

Historic Character: Retain and preserve the historic character, including materials and features.

Physical Integrity: Do not try to create a false history.

Character Features: Preserve distinctive materials, features, and craftsmanship.

Historical Features: Retain features that have acquired significance.

Repair/Replace: Repair, rather than replace deteriorated historic features; replace only if necessary.
.
           Replacement Evidence: Replace missing features with physical or pictorial evidence.

 New Additions: New additions are differentiated from the old but compatible in scale.



The Application

Part 1

Part 2

Part 3

Evaluation of Significance

Description of [Proposed]         

Rehabilitation

Certification of 

             Completed Work



Applicant

Submits application to 
State Historic Preservation Office (SHPO)

National Park Service receives application from SHPO,
makes final certification decision, notifies applicant 

How does the process work?



State Property Tax Reclassification Program
COMMERCIAL USES ONLY: For income-producing properties including rental residential.

REHABILITATION: Must be significant improvements in order to provide any benefit.

HISTORIC STATUS: Property must be listed on the National Register of Historic Places before work.

TIMING: One-page application must be completed and accepted before work begins.

BENEFIT: Improvements are taxed at 1% instead of the normal commercial rate for a 10-year period.

ROLES: SHPO reviews the work against the Secretary’s Standards, County Assessor assess changes.
.
           TIMING: No more than 30 days at SHPO. Assessor – call to find out.

 STACKABLE: Uses these with, or without, Federal Historic Preservation Tax Credits
    

     EMAIL: SPT@azstateparks.gov


	Slide 1: Susan Lawson
	Slide 2: Federal Historic Preservation Tax Incentives
	Slide 3
	Slide 4: SINCE 1977
	Slide 5
	Slide 6: Projects of All Types and Sizes
	Slide 7: The Substantial Rehabilitation Test.
	Slide 8: The Secretary of the Interior’s Standards for Rehabilitation
	Slide 9: The Application
	Slide 10: How does the process work?
	Slide 11: State Property Tax Reclassification Program

