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Historic Preservation and Going Green

By John M. Tess, Heritage Consulting Group

hand. There is a misconception that historic preser-

vation tax credit (HTC) projects and LEED certified
projects are mutually exclusive. On the contrary, green de-
velopment and preservation can both be achieved when re-
habilitating a historic building; thus, opening the door for
developers and property owners to benefit from using fed-
eral, state and local historic incentives while meeting green
building standards.

H istoric preservation and sustainability go hand in

At present, the federal government offers a 20 percent in-
vestment tax credit for the rehabilitation of certified historic
buildings. The rehabilitation of a historic building must meet
the Secretary of the Interior’s Standards for Rehabilitation.
These standards provide guidance on the appropriateness
of work on a historic building, through the preservation of
the building’s significant historic features. The program is
administered by the State Historic Preservation Offices and
the National Park Service.

The most recognizable program in green building certifi-
cation is Leadership in Energy and Environmental Design
(LEED). LEED is a green building certification system, pro-
viding third-party verification that a building was designed
and built using strategies aimed at improving a building’s
performance. LEED certification is based on seven credit cat-
egories including: sustainable sites, water efficiency, energy
and atmosphere, materials and resources, indoor environ-
mental quality, and innovation in Design/Regional Priority.
Developed by the U.S. Green Building Council (USGBC),
LEED provides building owners and operators a concise

framework for identifying and implementing practical and
measurable green building design, construction, operations
and maintenance solutions.

Photo Courtesy: GBD Architects
The Oregon National Guard Armory Annex in Portland, Ore.

The most common concern when performing a green reha-
bilitation of a historic building is energy efficiency. There is
a bias throughout the green building community that if you
want to achieve energy efficiency in a building you need
to start from scratch. Historic buildings have embodied en-
ergy that can balance the goal in the green building com-
munity for energy efficiency improvements that may be dif-
ficult to achieve otherwise. The LEED certification system
does award points for building and materials reuse. Making
the LEED system work within the standards can be a chal-
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lenge, as the standards have clear guidelines on retaining historic
materials during rehabilitation. These challenges are illustrated
through two successful LEED certified historic preservation tax
credit projects: The Oregon National Guard Armory Annex and
the Meier & Frank Department Store Building both located in
Portland, Oregon. These projects demonstrate the amount of flex-
ibility available for greening buildings utilizing the federal his-
toric tax credits.

The Oregon National Guard Armory Annex, built in 1891, has
thick masonry walls and a fortress-like appearance, and with
more gun slits than windows it might not seem like an obvious
candidate for a green rehabilitation. But the Gerding Edlen Devel-
opment Company had a vision to rehabilitate this historic build-
ing into a state-of-the-art theatre while meeting the Secretary of
the Interior’s Standards for Rehabilitation and achieving LEED
Platinum certification, the highest level in the LEED program.

The Armory is listed in
the National Register of
Historic Places and is
significant as the first
armory built in Oregon
for the newly organized
Oregon National Guard.
It is also significant as an
excellent example of the
Castellated architectural
style. Throughout the
building’s history it has
been utilized for various

functions including arms
storage, shooting range,
drill hall, event hall and,
prior to its rehab, beer
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wide doors.

On the historic preservation side, the exposed roof trusses and

continued on page 3



Novogradac Journal of Tax Credits
Advisory Board
LOW-INCOME HOUSING TAX CREDITS

Bud Clarke BOSTON FINANCIAL INVESTMENT MANAGEMENT
Jana Cohen Barbe SONNENSCHEIN NATH & ROSENTHAL LLP
Tom Dixon BOSTON CAPITAL
Valerie White STANDARD & POOR’S CORPORATION
Rick Edson HOUSING CAPITAL ADVISORS INC.
Richard Gerwitz CITICOMMUNITY CAPITAL
Rochelle Lento DYKEMA GOSSETT PLLC
John Lisella U.S. BANCORP COMMUNITY DEV. CORP.
Phillip Melton GRANDBRIDGE REAL ESTATE CAPITAL

Thomas Morton
Stephen Ryan

Arnold Schuster
Rob Wasserman

PILLSBURY WINTHROP SHAW PITTMAN LLP
COX, CASTLE & NICHOLSON LLP
SONNENSCHEIN NATH & ROSENTHAL LLP
U.S. BANCORP COMMUNITY DEV. CORP.

PROPERTY COMPLIANCE
Rose Guerrero  CALIFORNIA TAX CREDIT ALLOCATION COMMITTEE
Sharon Jackman SIG SERVICES LLC
Michael Kotin KAY KAY REALTY
Patricia Murphy TEXAS DEPT. OF HOUSING & COMM. AFFAIRS
Mardi Roberts WASHINGTON STATE HOUSING FINANCE COMMISSION
Michael Snowdon MCAHOUSING PARTNERS

Gianna Solari SOLARIENTERPRISES
Ruth Theobald Probst THEOPRO COMPLIANCE & CONSULT. INC.
Kimberly Taylor HOMESTEAD CAPITAL

HOUSING AND URBAN DEVELOPMENT
Sheldon Schreiberg PEPPER HAMILTON LLP

Monica Sussman NIXON PEABODY LLP

NEW MARKETS TAX CREDITS
COMMUNITY REINVESTMENT FUND
PERKINS COIELLC
LANEPOWELL
SONNENSCHEIN NATH & ROSENTHAL LLP

Frank Altman
Bruce Bonjour
Neil Kimmelfield
Scott Lindquist
Ruth Sparrow
Herb Stevens
Mary Tingerthal
Tom Tracy

FUTURES UNLIMITED LAW PC
NIXON PEABODY LLP

HOUSING PARTNERSHIP NETWORK
HUNTER CHASE & COMPANY

Joseph Wesolowski  ENTERPRISE COMMUNITY INVESTMENT INC.

HISTORIC TAX CREDITS

Don Holm FARRIS BOBANGO BRANAN PLC

John Leith-Tetrault NATIONAL TRUST COMM. INVESTMENT CORP.

Bill MacRostie MACROSTIE HISTORIC ADVISORS LLC
Donna Rodney BRYAN CAVE LLP
John Tess HERITAGE CONSULTING GROUP

RENEWABLE ENERGY TAX CREDITS

Ed Feo MILBANK, TWEED, HADLEY & MCCLOY LLP
Michael Hall BORREGO SOLAR SYSTEMS
Jim Howard DUDLEY VENTURES

continued from page 2

exterior of the building were determined to be character defin-
ing features that had to be preserved. The roof trusses remained
exposed in the building lobby and an oculus opening was cre-
ated to provide views from the first floor to the roof trusses above.
The distinctive masonry exterior was rehabilitated with no major
changes.

On the green side, the spaces are distinctly contemporary in ap-
pearance and in function. The building has excellent lighting, air
quality and energy efficiency with a 30 percent improvement over
code standards. To improve water efficiency, rainwater is captured
from the roof and used to flush toilets and urinals. The building
is also equipped with dual-flush toilets and low-flow shower-
heads and faucets, reducing the building’s potable water use by
88 percent. Its windows also have advanced glazing to maximize
daylighting while minimizing winter heat loss and summer heat
gain. Where appropriate, lighting in the building is controlled by
photo-sensors, occupancy sensors and dimming switches. These
features all contributed to the LEED Platinum rating. Reuse of the
existing building conserved not only the embodied energy of the
existing materials but also the craftsmanship of the unique fa-
cade, preserving this Portland Landmark for future generations.
The newly christened Gerding Theater has the distinct honor of
being the first building on the National Register of Historic Places
to receive federal historic tax credits and to achieve LEED Plati-
num status.

The Meier & Frank Department Store Building consists of three
interconnected structures built over a 23-year period from 1909
to 1932. When completed, it was Oregon’s largest building. Like
so many department stores, the building gradually became un-
derutilized in the late 20" century. Sage Hospitality Resources’
renovation included modernization of the lower five floors and
basement as a state-of-the-industry retail space and transforma-
tion of floors 6 and above into Oregon’s first five-star hotel. The
hotel contains 331 rooms, destination atrium restaurant, rooftop
lounge, 7,200-square-foot grand ballroom and 13 additional meet-
ing rooms.

Adaptive reuse of this department store into a hotel was not a
simple task. The building required seismic, fire, life safety and
other code upgrades. The full-block floor plate was unwieldy, and
built as three structures, the floor and ceiling levels did not al-
ways align.

On the historic preservation side, the white terra cotta exterior,
original windows, and ground floor entrances and elevator lobby
were determined to be character defining features that had to be
preserved. These features were preserved while making way for a
state-of-the-art interior that included a new atrium for the hotel.

continued on page 4
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continued from page 3

On the green side, the effective reuse of the Meier &
Frank Department Store represents an enormous ac-
complishment in sustainable design. This accomplish-
ment takes two forms: first, the preservation of em-
bodied energy and materials of one of Oregon’s largest
buildings; second, the sustainable initiatives to green
the building and its operations. Apart from the eco-sav-
ings accomplished through preservation, the project
team embraced a number of pro-active steps towards
sustainable design. Specifically, during construction
the project committed to recycling removed materials,
achieving 90 percent recycle rate.

Major work included the use of interior storm windows
and high-performance glazing in infill elements, maxi-
mizing access to natural light. The installation of high
efficiency lighting systems resulted in a savings of 26
percent energy consumption over comparable hotels.
Finally, the installation of high efficiency water systems,
with low-flow faucets and dual-flush toilets, collectively
will save a half million gallons of water per year.

Photo Courtesy: Heritage Consulting Group
An interior view of a hallway at the Nines Hotel.

In addition to the development aspects of the project,
green operations focused on the core tenets of reduce,
reuse and recycle. These operations included using 100
percent renewable energy, including wind power and
carbon offsets, using only Green Seal-certified prod-
ucts and encouraging employees to bike to work. In to-
tal, these eco-actions are anticipated to save the hotel
$1 million in operating costs in its first 10 years. The
Nines Hotel achieved LEED Silver certification; one of
only 10 five-star hotels that are LEED certified projects.

More broadly, the project demonstrates that sustainable
practices and luxury hotel operations are not mutually
exclusive, but that “eco-luxury” is mutually compatible.
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Photo Courtesy: Heritage Consulting Group
An interior view of a room at the Nines Hotel.

Contrary to the misconception that historic and green
projects do not work together, our experience proves
that it can be done. Other recent historic tax credit proj-
ects we have been involved in that either have achieved
LEED certification or are in the process of seeking
LEED certification include the Palomar Hotel in Phila-
delphia, Pa., Court Square Center in Memphis, Tenn.,,
Mercy Corps Headquarters in Portland, Ore., the Deco
and Barclay Buildings in Milwaukee, Wis., and the IBM
Building in Chicago, I1L

Often, the owners and developers of historic buildings
simply assume that their building cannot secure both
historic tax credits and LEED certification, believing
that the preservation standards will work against the
green priorities. In the process, they forego the poten-
tial green or financial incentives, benefits that often
make the difference in the viability of a project. It is im-
portant when contemplating the redevelopment of these
resources that all opportunities are explored as historic
buildings are often environmentally friendly and con-
tain opportunities for becoming greener. $

John Tess is founder, president and CEO of Heritage Consult-
ing Group. In 2007, Heritage passed the quarter-century mark.
M. Tess established the firm in 1982 to assist historic property
owners in securing federal investment tax credits. Since that
time, Heritage has consulted on projects across the country
from its offices in Portland, Ore. and Philadelphia, Pa. with
work totaling more than $1 billion.

This article first appeared in the April 2010 issue of the Novogradac Journal of Tax Credits.
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Notice pursuant to IRS regulations: Any ULS. federal tax advice contained in this article is not intended to be used, and cannot
be used, by any taxpayer for the purpose of avoiding penalties under the Internal Revenue Code; nor is any such advice intended
to be used to support the promotion or marketing of a transaction. Any advice expressed in this article is limited to the federal
tax issues addressed in it. Additional issues may exist outside the limited scope of any advice provided — any such advice does
not consider or provide a conclusion with respect to any additional issues. Taxpayers contemplating undertaking a transaction
should seek advice based on their particular circumstances.

This editorial material is for informational purposes only and should not be construed otherwise. Advice and interpretation re-
garding property compliance or any other material covered in this article can only be obtained from your tax advisor. For further
information visit www.novoco.com.
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