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P R O P E R T Y   T A X   I N C E N T I V E S 

State and Local Real Property Tax 
Incentives for Historic Preservation 

 
By Harry K. Schwartz* 

 
Nearly half of the states in this country have enacted some form of property tax incentives for 

historic preservation and others are likely to follow. The extent to which these incentives have 
successfully spurred historic rehabilitations, however, has varied. In this article, Harry K. Schwartz 
offers guidance on how to evaluate the effectiveness of these benefits in a particular state, and what 
factors should be taken into consideration in drafting new legislation.  
 

pproximately 22 states provide some form of relief for a limited period of time from local ad valorem real 
property taxes as an incentive for the rehabilitation of buildings of historic importance.  The relief may take the 
form of a credit against property taxes, a special assessment, a freeze of the assessment or an abatement of 
taxes. Regardless of the form, however, each provides a financial incentive to property owners to rehabilitate 

historically significant properties in a manner consistent with the historic character of the building. The most common 
form of incentive pursues this objective by exempting from taxation for a fixed period of time the increase in the 
building’s value attributable to the historically appropriate rehabilitation work. Thus the owner of the building receives, 
as an inducement for performing the historic rehabilitation, a partial and time-limited tax holiday from local ad valorem 
real property taxes on the building. 

A 

In some jurisdictions these incentives have played a significant role in stimulating historic rehabilitation. In others 
their impact has been negligible. Why do real property tax incentives work well in some jurisdictions and not in others? 
Why do they appear to be more effective with certain building types and uses and less effective with others? In an effort 
to provide answers to these questions, seven jurisdictions in which varying forms of real property-based tax incentives 
are in effect were studied. The sample was chosen to provide a range of forms of property tax-based incentives, 
geographical distribution, varying levels of tax burden and varying depths of tax subsidy. The goal was to identify 
factors that may help to explain why some programs have succeeded, while others have not.  

Data were collected from public officials and leaders of nonprofit organizations in the following seven 
jurisdictions: Illinois (Cook County); Maryland (Baltimore); Florida (Jacksonville); Georgia (Macon); South Carolina 
(Aiken); Washington (Seattle); and Texas (Dallas). 

The incentives in effect in each of the jurisdictions were analyzed and the available data on the extent to which the 
incentives are being used were collected. Because of inconsistencies and gaps in these data, measuring the relative 
effectiveness of the incentives cannot be performed with mathematical precision. The data do, however, permit rough 
judgments to be made about the relative levels of use of the incentives described. 

Two factors emerge as contributing significantly to the effectiveness of the subsidies: the relative real property tax 
burdens in the jurisdictions studied, and the relative depth of subsidy available in the sample localities. Localities with 
high tax burdens are more likely to have effective programs than localities with low tax burdens. The higher the tax bill, 
the greater the opportunity to provide meaningful financial incentives through substantial tax relief. Nonetheless, the 
data also demonstrate that localities can provide deep subsidies, and effective programs, by using creative approaches 
even in jurisdictions with relatively low tax burdens. 

This article describes the forms of incentive in use in each of the jurisdictions studied. It also summarizes the data 
from each jurisdiction on the level of use of the program. It then ranks the jurisdictions by weight of property tax 
burden, and sets forth the methodology by which that ranking is derived. Next, it ranks the jurisdictions by depth of 
incentive, and explains the methodology developed to permit an “apples-to-apples” comparison of the varying systems. 
It then concludes with a discussion of three models based on the experience of jurisdictions with relatively low tax 
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burdens in creating successful programs. 
Before reading about the programs in effect in the jurisdictions in the sample, a few general observations may be 

helpful. Although there are some significant exceptions, the form taken by real property tax incentive programs 
typically involves a state statute that authorizes but does not require localities to provide tax relief to qualifying 
projects. These are the so-called “local option” programs. Only a few states—notably Georgia and Oregon—have 
mandatory statewide incentives. In those states in which the local option rule is in effect, each jurisdiction must make 
its own political decision about whether to implement the program. Although many communities have concluded that 
the benefits, fiscal and otherwise, of exercising the option and granting the tax relief outweigh the potential loss of 
property tax revenues in the near term, others have been reluctant to provide a form of financial incentive that they see 
as reducing revenues needed to support such essential local public services as schools, police and roads.  

It should be noted that it is often difficult to determine whether a particular incentive scheme does in fact result in a 
loss of tax revenues, even over the near term. Since most incentives have the effect of freezing tax revenues on a 
historic building for a period of years, when a property owner makes use of the incentive, the taxing authority is left in 
the same position it was in before the rehabilitation activity took place: it is receiving the same, low tax yield as it did 
from the unimproved building. If, in the absence of the incentive, the rehabilitation would not have taken place, it is 
hard to see how the taxing authority has lost anything by granting the abatement.  

A second preliminary observation relates to the nature and function of the building for which property tax relief is 
sought. As demonstrated by the programs studied, properties eligible for the federal 20 percent historic rehabilitation 
tax credit1 are most likely to take advantage of the local property tax incentive. These are often larger commercial 
properties, including rental real estate. They are more likely to be chosen for rehabilitation using the property tax 
incentive for two reasons: first, since the properties are held for the production of income or used in a trade or business, 
they are already entitled to the federal income tax credit, which provides a substantial incentive for their rehabilitation; 
and second, because they are large projects, they tend to be developed by professionals who are financially 
sophisticated and have the advice of lawyers and accountants skilled in layering local and federal tax advantages. By 
contrast, under present law, owner-occupied residences are not entitled to the federal tax credit,2 and they tend to be 
rehabilitated by their individual owners, who generally lack access to the sophisticated advice available to the 
professional developer. Consequently, the owners of such buildings are less likely to know about, much less take 
advantage of, a local real property tax incentive.  
 

Description of Incentives and Level of Use 
 
1.  ILLINOIS (COOK COUNTY) 
 

Description of Incentives.  Illinois law provides authority to localities to establish special property tax assessment 
incentive classifications. In addition, Illinois has adopted a statewide property tax assessment freeze program for owner-
occupants of historic residential properties who rehabilitate their homes, with the proviso that local taxing authorities 
may opt out.  

The Illinois ranking in depth of subsidy reflected in Table II below is based upon the use of the Class “L” property 
tax incentive, which is designed to encourage the preservation and rehabilitation of landmark commercial and industrial 
buildings. It provides for a 10-year special assessment that applies to the entire building portion of the property 
(including the value of existing improvements prior to rehabilitation). The Class L incentive is not a tax-freeze program; 
the property continues to be reassessed, but at the lower assessment levels. Instead of being assessed at 38% of fair 
market value (normally applicable to commercial buildings), the building is assessed at 16% of fair market value for 
years 1 through 8, 23% in year 9 and 30% in year 10. The building must be an individually-designated landmark and 
the City Council must grant approval of the special assessment for each project claiming the incentive. (It is possible to 
obtain reduced assessments at these levels for the land portion of the property as well if the building has been vacant or 
unused continuously for the previous two years. This additional subsidy, however, has been used only on one project 
thus far and is not reflected in the table.) For purposes of establishing the ranking in Table II, it has been arbitrarily 
assumed that the pre-rehabilitation value of the building is divided evenly between land and building, i.e., $50,000 for 
land and $50,000 for building. (As a practical matter, land value tends to exceed building value in downtown areas, 

 
1 Federal law presently provides a 20 percent tax credit for the substantial rehabilitation of historic buildings for commercial, industrial 

or rental residential purposes. 26 U.S.C. § 47 (1986). 
2 However, such a credit would be provided by enactment of the Historic Homeownership Assistance Act, H.R.1172, 106th Cong., 1st 

Sess. (1999); S. 664, 106th Cong., 1st Sess. (1999). 
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such as North Chicago township.) 
Cook County also has in effect within certain townships the statewide property tax assessment freeze program for 

homeowners. This program differs from the Class L incentive in a number of particulars. It is limited to owner-occupied 
residences, which are normally assessed at 16% of fair market value. Under this program, qualifying historic homes that 
are substantially rehabilitated in accordance with the Secretary of the Interior’s Standards for Rehabilitation3 are 
entitled to have their assessment frozen for 8 years at the level in effect in the year rehabilitation was begun. The 
assessment is then brought back to market level over a period of four years.   To qualify, the structure 
must be listed in the National Register of Historic Places, be designated by an approved local historic preservation 
ordinance, or be a structure within a historic district that contributes to the historic significance of the district. The 
project must be approved by the Illinois Historic Preservation Agency, but not by the local city council. Data from the 
statewide owner-occupied residence program have not been reflected in the tables, because of the difficulty in 
calculating tax burdens and depth of subsidies across Cook County. Of the 38 townships within Cook County, 18 are 
participating in the freeze program. A different millage4 applies in each of those participating townships. In addition, 
Illinois caps annual increases in assessments for owner-occupied residences at 5% per year, which dilutes the economic 
benefit of a freeze conditioned on rehabilitating properties in accordance with historic standards. 

Level of Use. From its adoption in 1997 through 1998, the Class L special assessment incentive for commercial and 
industrial properties was used by 5 projects, 4 of which are in the range of $34 million to $45 million in construction 
costs. One project involves the rehabilitation of an art deco skyscraper into a 370-room hotel. The smallest project is a 
three-story mansion that has been rehabilitated as a bed and breakfast.  

Chicago authorities are enthusiastic about the performance of the incentive to date. They note that most of the 
projects using the special assessment are also eligible for the federal 20% historic rehabilitation tax credit, but they 
believe that the special assessment is essential to the economic viability of the projects that are making use of it. Local 
preservationists believe that the aggregate subsidies to the project must be rich enough to permit the project to obtain 
financing. As a rule of thumb, they advise that such subsidies, discounted to present value, must aggregate between 
15% and 25% of total project cost. In their view, subsidies that aggregate under 15% are insufficient to produce 
financial viability, and subsidies in excess of 25% constitute a windfall to the developer. They also believe that 
expediting clearances and providing waivers of permit fees constitute important incentives to developers. 

The Cook County Assessor’s Office reports that the state incentive for owner-occupied residences is working well, 
notwithstanding the 5% cap on annual increases in assessments for such properties, particularly in affluent areas. They 
state that only a trickle of applications has come in from blighted areas. Approximately 1,000 files have been opened, of 
which 700 to 750 are active. Wealthy communities such as New Trier, located north of the city, are active users; 
communities in Chicago’s Southside are not using the program. 
 
2
 
.  MARYLAND (BALTIMORE CITY) 

Description of Incentives.  Maryland law enables localities to enact ordinances providing a property tax credit for 
up to 10 years equal to 100% of the tax assessment increase on an eligible historic property (either owner-occupied 
residential or commercial property) which has been rehabilitated in accordance with the guidelines of the local 
governing body. Baltimore City provides a 10-year credit, and projects must be pre-approved by the Baltimore City 
Commission for Historical and Architectural Preservation. The program operates, in effect, as a 10-year freeze on the 
tax assessed on the rehabilitated property. If the property is sold within 10 years, the remaining term of the credit is 
transferred to the purchaser. The ranking in Table II reflects this incentive. 

In 1997 the Baltimore ordinance was amended to permit the use of the credit for projects exceeding $3.5 million in 
construction costs, which had previously been ineligible. Property tax credits for projects of this magnitude are on a 
sliding scale, commencing at 80% of the property tax that would otherwise be payable on the qualified improvements 
for the first five years, and then phasing down to 30% in year 10, after which time the credit would no longer be 
available. 

Level of Use.  From the time of the adoption of the Baltimore ordinance in 1996 through 1998, 104 applications 
had been received and 35 projects had been completed and certified. Approximately one-fourth of the applications were 
for commercial projects. As of November 1998, over $5.5 million had been invested in qualifying improvements to 

 
3 The Secretary’s Standards are codified at 36 C.F.R. § 67.7. They are available on the National Park Service’s web site at 

“www2.cr.nps.gov”. 
4 One mill equals one-one thousandth of one dollar. Millage is frequently expressed as a tax rate of one dollar on each one thousand 

dollars of the taxable portion of the assessed value of the property. 
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projects completed as of that date. In February 1999 an additional project, the American Can Company plant, was 
certified as completed under the 1997 amendment to the ordinance. That single project involved almost $19 million in 
rehabilitation expenditures. It is estimated that approximately 21,000 properties in the City of Baltimore are eligible for 
the property tax credit.  
 
3.  GEORGIA (MACON) 

 
Description of Incentives.  Since 1989, Georgia has had a statewide preferential property tax assessment program 

for rehabilitated historic property. Unlike most real property incentives, the Georgia program does not require the 
exercise of a local option; it is automatically in effect throughout the state. Under the Georgia law, which applies both 
to owner-occupied residential and commercial properties, eligible properties are entitled to an eight-year freeze on 
property tax assessments. For the ninth year, the assessment increases by 50% of the difference between the base year 
assessment and the current fair market value. In the tenth year, the assessment increases to fair market value. 

Level of Use.  The Historic Preservation Division of the Georgia Department of Natural Resources reports that it 
has seen steady growth in both the number of projects reviewed and the estimated rehabilitation expenditures on an 
annual basis. In fiscal year 1995 the Division reviewed 151 projects with an aggregate estimated rehabilitation 
expenditure of $65 million. In fiscal year 1998, the number of projects reviewed increased to 182, representing over 
$114 million in proposed expenditures. In fiscal year 1999, the number of projects reviewed rose again to 363 
applications, representing over $176 million in proposed expenditures. 

Although Macon, Georgia ranks fourth in tax burden and third in depth of subsidy in the sample, it has achieved an 
admirable record in stimulating the rehabilitation of homeownership properties. That success is attributable, at least in 
part, to the role played by the Macon Heritage Foundation, a citywide nonprofit organization.  

Despite the fact that homeownership properties are regarded as harder to work with in some of the jurisdictions 
studied, Macon Heritage reports that most of its activity has involved the rehabilitation of residences. It serves as a 
facilitator for property owners, preparing the paperwork for its clients and negotiating assessed values with the 
assessor’s office. It currently charges a service fee of $550 per property to process the necessary application for the 
Georgia property tax freeze, and it finds that charge not to be a deterrent. In recent years, its clients have tended to be 
middle income, and their projects typically involve rehabilitation expenditures in excess of $125,000. In addition, the 
organization has acted as a developer, rehabilitating and selling over 15 houses. Macon has thus benefited from the 
combination of a relatively generous subsidy and the presence of an active and sophisticated nonprofit organization that 
has stimulated investment in the rehabilitation of the city’s historic properties.  
 
4.  TEXAS (DALLAS) 

 
Description of Incentives.  Pursuant to authority granted under state law, the City of Dallas has adopted a multi-

tiered targeted program offering abatement of city real property taxes. Historic properties located within a radius of 
approximately one mile of the central business district are granted Tier One status, and properties within the freeway 
loop are granted Tier Two status. Under the ordinance in effect prior to April 1998, for properties having Tier One or 
Tier Two status, the city grants a 10-year exemption from city real property taxes for 100% of the value of the land and 
structure, as rehabilitated, if the rehabilitation expenditures exceed 75% of the structure’s pre-restoration value. 
(Although the ordinance was amended in 1998 to reduce this level of subsidy, Table II reflects the pre-1998 ordinance.) 
An additional five years of abatement on the structure itself may be obtained if more than half of a historic structure is 
converted to residential use. (This additional abatement is not reflected in Table II.) A similar level of abatement has 
been provided for eight specified endangered neighborhoods, but with a lower threshold; rehabilitation expenses need 
only exceed 50% of the structure’s pre-restoration value. In other parts of the city, taxes are abated on the added value 
for 10 years when renovation expenses exceed 50% of the structure’s pre-restoration value. Abatements over $50,000 
must be reviewed by the Dallas City Council. 

Level of Use.  Incentives approved in all classes from 1994 to 1997 reflected in excess of $85 million in historic 
rehabilitation investments in more than 130 residential and commercial projects. Only one of the eight endangered 
neighborhoods, Peak’s Suburban Addition, has experienced significant use of the tax abatement, with 56 houses in that 
area rehabilitated through private investment of approximately $1.6 million. Much of the activity has involved 
downtown loft and office conversions for residential use. A number of projects have benefited from city-administered 
low-cost housing loans. However, local preservationists have asserted that many, if not most of the rehabilitations using 
the abatement would not have been financially feasible without the abatement. 
 
5.  WASHINGTON (SEATTLE)   
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Description of Incentives.  Washington law authorizes localities to adopt ordinances establishing a special 

valuation that excludes from assessed value for a 10-year period the costs of approved rehabilitation made to an eligible 
historic building. In order to keep the special valuation in force, the property owner must agree to maintain the property 
in good condition and to obtain approval for any further improvements. The property must be visible from a public right 
of way or be available to public view once every year. The special valuation program applies to both commercial and 
owner-occupied residential properties. Implementing ordinances have been adopted in approximately 30 Washington 
towns and cities, among them the City of Seattle. 

Level of Use.  The Seattle incentive has been heavily used since the inception of the program in 1985, but the users 
have been predominantly large commercial projects. For example, in 1985, 11 projects were approved with an 
aggregate rehabilitation cost of more than $50 million. Projects tend to exceed $1 million in rehab costs, with one, the 
Nordstrom project, representing more than $48 million in 1996 and an additional $38 million in 1997. In 1997, eight 
projects were approved, of which only two were for less than $1 million. 

Seattle officials estimate that from 1985 through 1998, 104 properties had been rehabilitated with the use of the 
special assessment, representing more than $150 million of private investment in rehabilitation, out of an estimated 700 
eligible properties. The city asserts that it is aggressively marketing the special assessment. The marketing activities 
include: (i) outreach by city staff at community meetings, such as those held by Rotary and Lions Clubs, to inform 
property owners of the availability of the program, (ii) distribution of brochures that explain the benefits of the program 
and requirements for eligibility, and (iii) ensuring that any property owner contemplating modifications to an eligible 
building is made aware of the special assessment program. State officials believe that the aggregate value of subsidies 
provided to a commercial project (which may also include the 20% federal historic rehabilitation tax credit) needs to be 
sufficient to provide a 15% return on equity to the investor in order to make the project financially feasible. 

In Spokane, also an aggressive user of the program, it was similarly reported that commercial developers have been 
best able to take advantage of the special assessment. Homeowners using the incentive have tended to be upper income. 
Because the program has a low threshold for eligibility (the qualified rehabilitation costs need only equal or exceed 
25% of the structure’s assessed value prior to rehabilitation), it has been used for such projects as the modernization of 
kitchens and bathrooms, and may be worth only several hundred dollars a year. 
 
6.  F ORIDA (JACKSONVILLE) L

 
Description of Incentives.  Pursuant to a 1992 referendum amending the Florida Constitution to authorize localities 

to provide a partial exemption from local ad valorem property tax as an incentive for historic preservation, the City of 
Jacksonville adopted an implementing ordinance in 1994 that authorizes, on approval by the City Council, a 10-year 
exemption equal to 100% of the increase in assessed value resulting from the qualified improvement of the property. To 
qualify, the cost of the improvement must equal or exceed 25% of the assessed value of the property in the year in 
which the improvement was initiated. The lesser of $2,500, or 15% of the cost of the improvement, must be expended 
on the exterior of the historic structure. The property owner is required to enter into a covenant agreeing to maintain the 
property so as to preserve its historic integrity during the exemption period. 

Florida law imposes a 3% limit on the amount by which the assessment of an owner-occupied residence can be 
increased each year. As a result, the value of the incentive afforded by the exemption is substantially less than it would 
be if the full increase in the value of the property attributable to the historic rehabilitation were subject to tax. (The 
effect of the 3% cap is reflected in Table II. It explains why Jacksonville ranks seventh in subsidy-to-rehabilitation 
ratio, although the city ranks third in tax burden (see Table I).) 

Level of Use. The Jacksonville City Council has designated 80 local landmarks and three local historic districts 
with approximately 8,000 contributing properties as eligible for the incentive. From the inception of the program 
through 1998, the city received approximately 70 applications for the exemption, 23 of which were received in the 
1998-1999 fiscal year. The great preponderance of applications were for properties in the Springfield Historic District, a 
deteriorating urban neighborhood with a housing stock made up largely of modest frame single-family dwellings 
constructed in the late 1800’s and early 1900’s with pre-rehabilitation values in the $20,000 to $40,000 range. However, 
a number of small commercial properties (approximately $500,000 and under) have been rehabilitated under the 
program, as have some larger and more expensive residential properties, some of which are individual landmarks, 
outside the Springfield District. 

The burst of activity in the Springfield District appears to be the result of aggressive involvement by the city 
government, which may have contributed to, and is certainly reinforced by, the brisk and growing market for 
historically rehabilitated older urban housing in the Jacksonville metropolitan area. In order to induce buyers to 
purchase and rehabilitate homes in the Springfield District (of which 200 to 300 are vacant), the city acquired property 
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from non-resident owners through negotiated purchase, secured waivers of IRS and municipal liens (which would 
otherwise have presented an insurmountable obstacle to the program), targeted municipal improvements to the area, 
prepared Part I applications, pre-approved a list of qualified contractors, assembled a pool of mortgage lenders and 
arranged for the pre-qualification of prospective purchasers for mortgage financing, and provided gap financing from 
general funds and HUD block grant funds, utilizing the “slum and blight” provisions in the law to avoid the need to set 
income limits. 

In addition, as a way of raising the profile of the area for marketing purposes, the city conducted an auction in June 
1998 of 27 homes it had acquired in one quadrant of the Springfield District, 17 of which were promptly sold. These 
transactions were followed by more than 120 privately negotiated home sales in the Springfield District. Out-of-state 
developers also have begun to acquire deteriorated multifamily rental properties with a view to their historic 
rehabilitation. 

Although the exemption incentive is available, the officials administering the program believe that the property tax 
relief “is not really driving it at all,” and that tax abatement “is the icing on the cake.” The high level of rehabilitation of 
owner-occupied residences in Jacksonville appears to be the result of an extremely energetic and creative intervention 
by the city administration, and the existence—or perhaps, more appropriately, the creation—of a brisk market of empty-
nesters and younger families who are attracted to urban living in older, historic houses located within easy proximity to 
downtown.  

The Dade County program, by contrast, has been used only for three major projects through 1998, two of which 
involved the use of the federal low-income housing credit and the 20% federal historic rehabilitation tax credit. The 
City of Miami, which is located within Dade County, has an additional real property tax, for which it has not 
implemented an exemption program. The county property tax exemption is believed by Miami officials to be “not 
helpful for smaller projects; there is not enough financial reward to warrant the effort.” 
 
7.  SOUTH CAROLINA (AIKEN) 

 
Description of Incentives.  In 1990 the South Carolina legislature enacted a law, amended in 1992, enabling local 

governments to provide financial incentives for the rehabilitation of historic properties through a system of special 
assessments for local real property tax purposes. Under the law, a local government that adopts an implementing 
ordinance will freeze the tax assessment for two years on a qualifying historic property if the property is substantially 
rehabilitated in accordance with standards adopted by the South Carolina Department of Archives and History. Then, 
for the next eight years, it will tax the property based on the greater of 100% of the pre-rehabilitation assessment or 
40% of the post-rehabilitation assessment. 

The incentive applies both to income producing property (which is taxed at 6% of fair market value) and to owner-
occupied residences (which are taxed at 4% of fair market value). The buildings must be “substantially rehabilitated” 
during the two-year freeze. For owner-occupied buildings, the cost of a “substantial rehabilitation” must exceed 50% of 
the appraised value of the building; for income producing property, the cost must exceed 100% of the appraised value 
of the building. 

Level of Use.  Through 1998 it appeared that eleven South Carolina jurisdictions had adopted enabling ordinances. 
In the period from enactment of the law through 1998, ten projects had been approved, seven of which had been 
completed. Five of the approved projects are located in Aiken. Five of the ten projects are commercial buildings, and 
five are private residences. 

 
Principal Contributing Factors to Effectiveness of Tax Incentive 

 
Any conclusions regarding the effectiveness of incentives for historic rehabilitation are subject to the qualification 

that all real estate development—including historic preservation—is subject to local and national market forces. 
However, based on these data, two major factors emerge as contributing significantly to the effectiveness of a local real 
property tax incentive for historic rehabilitation: 

 
1.  Relative size of the real property tax burden. 
 
2
 
.  Depth of subsidy provided under the state and local incentives. 

The following table sets forth in rank order the relative tax burdens in each of the jurisdictions surveyed: 
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TABLE I 

Annual Real Property Tax Burden By Rank1 
(Assumes tax assessment of $100,000) 

 
 1.  Illinois (Cook County/North Chicago)2  $7,221 
 2.  Maryland (Baltimore City)3  2,328 
 3.  Florida (Jacksonville)4  2,130 
 4.  Georgia (Macon)5  1,652 
 5.  Washington (Seattle)6  1,215 
 6.  Texas (Dallas)7  649 
 7.  South Carolina (Aiken)8(commercial)    474 
         (private residence)    316 
 
NOTES TO TABLE I: 
 
1 General.  The tax burden data set forth above reflect only those ad valorem real property taxes that are subject to an incentive 
for historic rehabilitation.  Homestead exemptions (which, as used here, include credits and other benefits typically designed to 
afford tax relief to low-income or elderly homeowners) have not been taken into account. 
 
2 Illinois (Cook County).  Cook County has a multi-tiered assessment scheme.  Commercial property is assessed at 38% of 
market value, industrial property is assessed at 36% of market value, and owner-occupied residences are assessed at 16% of 
market value.  The Cook County data in Table I are based on projects involving the rehabilitation of commercial property.  The 
burden has been calculated using the current millage applicable in North Chicago township, where the projects are located, which 
is 88.43.  In addition, there is a statewide multiplier of 2.1489.  Thus, the burden has been calculated as follows: $100,000 x 0.38 
x 2.1489 x 0.08843. 
 
3 Maryland (Baltimore City).  All real property in Maryland is assessed at 40% of fair market value.  The applicable millage in 
Baltimore City is 58.2. 
 
4 Florida (City of Jacksonville).  All real property is assessed at 100% of fair market value.  The current millage for the General 
Service Area of the city is 21.3008. 
 
5 Georgia (City of Macon).  All real property is assessed at 40% of fair market value.  The current millage is 41.3. 
 
6 Washington State (City of Seattle).  All real property is assessed at 100% of fair market value.  The current millage for the 
City of Seattle is 12.15814. 
 
7 Texas (City of Dallas).  All real property is assessed at 100% of fair market value.  The current millage for the City of Dallas is 
6.491.  County and Hospital District taxes are not reflected in the table, although a partial abatement from these taxes is available 
for historic rehabilitation for certain larger projects.  The current millage for County and Hospital District taxes is 3.8307. 
 
8 South Carolina (Aiken).  South Carolina has a two-tiered assessment scheme.  Income-producing property is assessed at 6% of 
fair market value, while owner-occupied property is assessed at 4% of fair market value.  The current millage for Aiken is 79.0.  
Millages for other South Carolina participating in the program range from 99.9 (Greenville) to 50.0 (Seneca). 
 
 

 
 

 
Depth of Incentive 
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In order to perform an “apples to apples” comparison of the various incentive programs in the jurisdictions studied, 
it was necessary to construct a methodology that fairly measures the relative financial benefits afforded under each of 
the programs. The “Subsidy-to-Rehabilitation Ratio,” as shown in Table II below, is intended to reflect the depth of the 
financial incentive afforded by each of the real property incentive programs studied. It is the expression in percentage 
form of a fraction, the numerator of which is the aggregate dollar value over the life of the incentive of local ad valorem 
real property taxes saved because of the use of the incentive, and the denominator of which is the dollar value of 
qualified rehabilitation expenditures made on the qualifying project. Taxes saved have been determined by calculating 
the amount of taxes that would have been paid on the property as rehabilitated over the term of the incentive if the 
incentive had not been used, and subtracting the amount of taxes paid over the term of the incentive using the incentive. 
An example demonstrating the calculation of the subsidy-to-rehabilitation ratio is set forth in Appendix A. 
 
 
 
 

TABLE II 
Subsidy-to-Rehabilitation Ratio by Rank 

 
 1.  Illinois (Cook County/North Chicago)  56.72% 

 2.  Maryland (Baltimore City)  23.28% 
 3.  Georgia (Macon)  14.04% 
 4.  Texas (Dallas)  12.98% 
 5.  Washington (Seattle)  12.16% 
 6.  South Carolina (Aiken - commercial)      4.74% 
 7.  Florida (Jacksonville)      3.85% 
 8.  South Carolina (Aiken - residential)     3.16% 
  
 NOTE TO TABLE II: 
  
 Assumes $100,000 in pre-rehabilitation value and $100,000 in qualified rehabilitation expenditures.  Assumptions do not 
reflect anticipated increases in fair market and assessed value over the life of the abatement/special assessment.  The methodology 
arbitrarily assumes that assessed value will fully reflect the pre-rehabilitation value plus the full cost of the qualified rehabilitation 
expenditures, and will remain flat over the life of the incentive.  The dollar value of out-year incentives has not been discounted to 
present value.  Incentives have not been discounted to reflect loss of federal tax deductions for property taxes saved.  Where more 
than one level of property tax-based incentive is available in a given jurisdiction, use of the one which produces the deepest subsidy 
has generally been assumed. 

 

 
Discussion of Findings 

 
The data inescapably demonstrate that in the absence of a significant real property tax burden, it is virtually 

impossible to create a substantial incentive for historic rehabilitation through real property tax relief. By and large, the 
jurisdictions with the highest tax burdens tend to produce the highest level of participation in the tax incentive program. 
Similarly, as a general rule, those projects that are large enough to realize substantial financial benefits from the use of 
an incentive are most likely to do so. 

In those localities that tend to have significantly lower real property tax burdens, there is a viable question as to 
whether any legislative modification can result in a measurable increase in participation in the program. However, it 
may be useful to note some anomalies in the data and to consider whether they suggest models which have the potential 
to increase the effectiveness of real property tax incentives in jurisdictions with relatively low tax burdens. 

The Jacksonville Model (Local Government Initiative). Although Florida has a relatively high tax burden, ranking 
third in the sample, the 3% annual cap on the amount by which assessments can be increased on owner-occupied 
residences effectively devalues the 10-year exemption for increases in assessed value attributable to historic 
rehabilitation. That is why Jacksonville ranks only seventh in subsidy-to-rehabilitation ratio. Nevertheless, the level of 
activity in Jacksonville, particularly in the area of owner-occupied residences, is impressively high. 
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Although local market forces are obviously contributing to that result, it is equally clear that the activist role 
assumed by the city government has been a major factor in the burst of historic rehabilitation taking place in the 
Springfield Historic District. What Jacksonville demonstrates is that local initiative can trigger a high level of 
rehabilitation activity even in the absence of a significant real property tax incentive. 

The Macon Model (Local Nonprofit Organization Initiative). Unlike Jacksonville, which provides a relatively low 
subsidy through its property tax incentive, Macon has the benefit of the Georgia incentive, which ranks third overall in 
the sample in depth of subsidy. However, the role played by the Macon Heritage Foundation, a citywide nonprofit 
organization, has some parallels with that played by the city government in Jacksonville. As a nonprofit, Macon 
Heritage cannot offer subsidized city and HUD financing, as Jacksonville can; yet, because the Georgia property tax 
incentive is significantly richer than the Florida incentive, that disadvantage does not seemed to have impaired its 
effectiveness. What Macon Heritage can do, and does do, is assist individual homeowners through the process of 
obtaining the approvals necessary to receive the state incentive.  

The Dallas Model. (Targeted Special Subsidy). Although the Dallas tax burden is quite low (ranking sixth on Table 
I, just above Aiken, South Carolina), the depth of the subsidy it can provide in targeted areas is significantly higher 
(fourth in the sample, and more than four times greater than that available in Aiken for residential properties). In the 
downtown and inner loop areas, the entire improved parcel—land, existing structure, and rehabilitation 
improvements—is exempted from city property taxes for a ten-year period where the renovation expenses exceed 75% 
of the pre-rehab value of the structure. In the eight endangered neighborhoods, the improvements need only exceed 
50% of the pre-rehab value of the structure to qualify. This is a dramatically deep subsidy; it takes the property off the 
city’s property tax rolls for 10 years. Although the impact of this incentive has been spotty in the deteriorated 
neighborhoods—only one of the eight has experienced significant rehabilitation activity—it has clearly resulted in a 
significant number of rehabilitations that would not otherwise have occurred. As such, it represents a legislative option 
which jurisdictions with low tax burdens may wish to consider as a way of overcoming the inherent limitations imposed 
by that constraint.  
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Appendix A 
 

Example of Calculation of Subsidy-to-Rehabilitation Ratio 
Reflected in Table II 

 
Maryland (Baltimore City) 
 
1.  Assumptions: 
 

Pre-rehabilitation value   $100,000 
Rehab added value   100,000 
Value including rehab   200,000 

 
2.  Calculation of taxes due over life of incentive: 
 

Base Tax (40% of market value at 58.2 mills [.0582]) calculation: 
 

Pre-rehab: 
 

$100,000 x .40 = $40,000 x .0582 = $2,328/yr x 10 yrs. = $23,280 
 

Post rehab: 
 

For $200,000, 10-year aggregate taxes would be:   $46,580 
 
3.  Calculation of savings attributable to use of incentive: 
 

Taxes if incentive not used (based on $200,000):    $46,580 
Deduct taxes paid using incentive:     - 23,280 
Taxes saved:   $23,280 

 
4.  Calculation of subsidy-to-rehabilitation ratio: 
 

Taxes saved   $23,280 
Value of rehab   $100,000 

  
Expressed as a percentage:    23.28% 


