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D o n n a  C a s t e l l a n o

Tax Breaks for Protecting History
Are there  p rogram s designed to  give tax  breaks to  residential ow ners o f h istoric 
p roperty? Yes. B oth com m ercial an d  residential p rop erty  ow ners can som etim es 
receive tax  breaks th ro u g h  the  gran ting  o f an  h isto ric  p reservation  easem ent.
An h isto ric  preservation  easem ent is a vo lun tary  legal agreem ent m ade betw een 
the  p ro p e rty  ow ner and  a qualified organ ization  to  p ro tec t a significant h istoric 
p roperty , landscape, or archaeological site by restric ting  fu tu re  developm ent on 
the  site. N orm ally, a p rop erty  ow ner will convey a p o rtio n  o f his o r her righ ts on 
th e  p ro p e rty  to  a qualified receiving organ ization  such as the  A labam a H istorical 
C om m ission  o r H istoric H untsv ille Foundation , thereby allow ing the  o rgan ization  
the  au th o rity  to  enforce the  term s o f the  easem ent. For tax  purposes, g ran tin g  a 
p reservatio n  easem ent to  an  organ ization  is the equivalent o f m aking  a charitable 
d on a tio n  to  th a t organ ization .

U nder an  easem ent, the p ro perty  ow ner conveys certa in  rights to  the property , such 
as the  righ t to  alter the  facade o f an  h istoric house o r subdivide an  h istoric site, but 
reta in s title  to  the  p rop erty  itself. In don ating  an  easem ent to  a state agency such as 
the  A labam a H istorica l C om m ission or an  organ ization  such as H istoric  H untsv ille 
F oundatio n , th e  ow ners agree to  m a in ta in  th e ir  p roperty  in  its h istoric condition  
an d  to  forgo any incom patib le developm ent. Preservation easem ents are negotiated 
betw een the  ow ner and  the o rgan ization  and  do no t require th a t an  ow ner re lin ­
quish  all rights to  m od ify  or alter the  property . For exam ple, an ow ner could gran t 
a facade easem ent w here he relinquishes the  right to  alter the street-facing po rtio n  
o f a residence b u t re ta in s the  right to  alter the  rear p o rtio n  o f the residence. Further, 
an  easem ent does no t preclude hom eow ners from  m aking  m odifications to the 
p o rtio n  o f the  residence w ith  the  protective easem ent. It does require , however, tha t 
any changes m ade to the  s tru c tu re  receive the  consent o f the  receiving agency.
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How does a p ro p e rty  ow ner g ran t a p reservation  easem ent? T he qualified receiv­
ing o rgan ization  helps ow ners w ith  th is  process. The organ izatio n  first de term ines 
w hether the p ro p e rty  in question  is a “ce rtified ” h isto ric  p roperty . A ccording to  the 
IRS, to  qualify  for the  tax  break a s tru c tu re  m ust e ith er be listed on the  N ational 
Register o f H istoric  Places, o r be located in  a N ational R egistered h isto ric  d is tric t 
and be certified by the  N ational Park Service on b eh a lf  o f the  U. S. D ep artm en t o f 
the In terio r as being h isto rically  significant to  the  d istric t.

A fter d e te rm in in g  th a t the  residence qualifies, the  ow ner then  has the  p rop erty  a p ­
praised, preferably by an appra iser know ledgeable ab ou t h istoric properties. O nce 
the  fair m arke t value has been established, the  ow ner, in consu lta tion  w ith  the 
rceiving o rgan ization  and a qualified  real estate atto rney, draw s up the  easem ent

agreem ent, w hich is then  signed by bo th  
parties  an d  recorded at the  local c o u rt­
house. The ow ner has the  p rop erty  a p ­
praised  again, th is  tim e w ith  the  easem ent 
restric tions in  place, and the difference in 
value before an d  after the  easem ent t r a n s ­
action  is the  do lla r value o f the donation .

If, for exam ple, the  d ifference in the  appraised  value o f the  p ro p e rty  before and 
after the  easem ent was in place was $30,000, the  p ro p e rty  ow ner “d o n a ted ” $30,000 
to the  receiving agency and  can take th is  am o u n t as a charitab le  co n trib u tio n  on his 
incom e tax  re tu rn .

W hile the  g ran tin g  o f a preservation  easem ent may reduce the perceived value o f 
a residence, it is debatable w hether or not a preservation  easem ent w ould have any 
im pact on th e  sale price o f a desirable p ro p e rty  in o u r  local real estate m arket. In 
fact, real estate professionals know ledgeable ab ou t h isto ric  d is tric ts  believe tha t 
an  easem ent w ould have no adverse im pact on an  ow ner’s ab ility  to sell a house. It 
is a lm ost im possible to  separa te  the  value o f a piece o f h istoric p ro perty  from  the 
ne ighboring  p ro p e rty  th a t su rro u n d s  it. Accordingly, if  easem ents help preserve the
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in teg rity  o f o u r neighborhoods and  help m a in ta in  the  ch aracter o f o u r  d istric ts, 
they  w ill help ensure h igher p ro perty  values.

E asem ents m ay be the  best way to preserve the  in teg rity  o f ou r h istoric 
p roperties.T he g ran tin g  o f an  h istoric easem ent is an  act by a p rop erty  ow ner 
th a t preserves p ro p e rty  not only during  his ow nership, bu t for the  lifespan o f the 
property . By en su ring  th a t ou r h istoric d is tric ts reta in  th e ir arch itec tu ra l ch aracter 
an d  integrity , g ran tin g  a p reservation  easem ent is m ost ce rta in ly  a gift th a t keeps 
on giving an d  guaran tees th a t o u r d istinctive neighborhoods are a ro u n d  to  n u rtu re  
an d  insp ire  fu tu re  generations.

For m ore in fo rm atio n  about h istoric p reservation  easem ents, contact H istoric 
H u ntsv ille  Foundation .
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