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[Supporting California State Assembly Bill No. 1265 (Haney) - State Historic Tax Credit 
Program] 

Resolution supporting California State Assembly Bill No. 1265, introduced by 

Assembly Member Matt Haney, which will create a new State Housing Tax Credit 

program to prohibit the maximum credit amount from exceeding $5,000,000 per 

taxpayer, no longer allow a 5% credit uplift for specified priority projects, and eliminate 

the credit set aside for smaller projects. 

WHEREAS, California’s Historic Tax Credit (HTC), originally enacted in 2019 via 

SB 451, provides a valuable incentive to rehabilitate certified historic structures, a practice that 

stimulates housing production, local economic development, environmental sustainability, and 

preservation of cultural heritage; and 

WHEREAS, California State Assembly Bill No. 1265 (AB 1265), introduced by 

Assembly Member Matt Haney, would extend the HTC through December 31, 2030, with 

benefits for projects in taxable years beginning on or after January 1, 2027, and before 

January 1, 2031, and align the state HTC with the federal program by adopting a standard 

20% credit rate for qualified rehabilitation expenses, creating consistency and making projects 

easier to finance; and 

WHEREAS, AB 1265 establishes a $5,000,000 per-project cap, making the allocation 

process more predictable and helping ensure that funding is shared across communities 

statewide and removes the residential-only HTC, simplifying the program and ensuring that all 

certified historic properties can compete on equal footing; and 

WHEREAS, AB 1265 also allows the Legislature to appropriate any amount for historic 

tax credits it deems prudent on an annual basis while removing prior residence-specific carve-

outs and project-type uplifts; and 
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WHEREAS, These enhancements will improve predictability, increase access and 

equity for historic rehabilitation projects including affordable housing and mixed-use 

development, and align state credits more closely with the federal HTC, thereby benefiting 

projects statewide, particularly in dense urban areas like San Francisco; and 

WHEREAS, Adaptive reuse of historic buildings aligns with the City’s policy goals to 

reduce greenhouse gas emissions, foster urban density, and preserve the architectural and 

cultural fabric of San Francisco’s neighborhoods; now, therefore, be it 

RESOLVED, That the Board of Supervisors of the City and County of San Francisco 

supports AB 1265 (Haney) as a means to extend and strengthen the state Historic Tax Credit 

program through 2030; and, be it 

FURTHER RESOLVED, That the Board of Supervisors encourages timely adoption of 

AB 1265 to leverage federal match, support preservation of historic buildings, generate jobs, 

and expand affordable housing in the City; and, be it 

FURTHER RESOLVED, That the Clerk of the Board shall send a copy of this 

Resolution to Governor Gavin Newsom, President pro-Tempore Monique Limón, Speaker of 

the State Assembly Robert Rivas, and the offices of San Francisco’s State delegation. 
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ASSEMBLY BILL NO. 1265

AB-1265  Income taxes: credits: rehabilitation of certified historic structures. (2025-2026)
                    

AMENDED  IN  ASSEMBLY  JANUARY 16, 2026

AMENDED  IN  ASSEMBLY  JANUARY 05, 2026

AMENDED  IN  ASSEMBLY  APRIL 10, 2025

CALIFORNIA LEGISLATURE— 2025–2026 REGULAR SESSION

Introduced by Assembly Member Haney

February 21, 2025

An act to amend Section 38.10 17053.91 of, and to add and repeal Sections 17053.92 and 23692 of, the

Revenue and Taxation Code, relating to taxation, to take effect immediately, tax levy.

LEGISLATIVE COUNSEL'S DIGEST

AB 1265, as amended, Haney. Income taxes: credits: rehabilitation of certified historic structures.

The Personal Income Tax Law and the Corporation Tax Law allow a credit against the taxes imposed by those
laws, for taxable years beginning on or after January 1, 2021, and before January 1, 2027, for rehabilitation of
certified historic structures, as defined, and, under the Personal Income Tax Law, for a qualified residence, as
defined. Existing law allows an increased credit of 25% of the qualified rehabilitation expenditures with respect
to a certified historic structure meeting any of certain criteria, including a rehabilitated structure that includes
affordable housing for lower income households. Existing law requires a taxpayer to receive an allocation from
the California Tax Credit Allocation Committee (CTCAC) to be eligible for the credit. Existing law limits the
aggregate amount of money that can be allocated for these credits per calendar year and reserves a portion of
that money to be allocated for a qualified residence or for projects less than $1,000,000.

Existing law requires, on an annual basis beginning January 1, 2021, until January 1, 2027, the Legislative
Analyst to collaborate with the CTCAC and the Office of Historic Preservation to review the effectiveness of these
tax credits, as described.

This bill would require the Legislative Analyst to submit a review of the effectiveness of the tax credits for
taxable years beginning on or after January 1, 2025, and before January 1, 2027, to the Legislature, as
specified.
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This bill, for taxable years beginning on or after January 1, 2027, and before January 1, 2031, would enact a
similar credit for the rehabilitation of certified historic structures, as provided. The bill, for tax credits allocated
for those taxable years, would remove the above-described increased credit of 25% and would remove the credit
for a qualified residence. The bill would also remove the limit on the amount of money that can be allocated per
calendar year, including the above-described reservations. The bill would also extend the Legislative Analyst’s
annual review requirement to January 1, 2031, and would make conforming changes.

Existing law requires any bill authorizing a new tax expenditure, as defined, to include exclusions from income,
to contain, among other things, specific goals, purposes, and objectives that the tax credit will achieve, detailed
performance indicators, and data collection requirements.

This bill declares the intent of the Legislature to comply would include findings and reporting requirements in
compliance with this requirement.

This bill would take effect immediately as a tax levy.
Vote: majority   Appropriation: no   Fiscal Committee: yes   Local Program: no  

THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:

SECTION 1.Section 38.10 of the Revenue and Taxation Code is amended to read:

38.10.(a)The Legislative Analyst shall, on an annual basis beginning January 1, 2027, collaborate with the
California Tax Credit Allocation Committee and the Office of Historic Preservation to review the effectiveness of
the tax credits allowed by Sections 17053.92 and 23692. The review shall include, but is not limited to, an
analysis of the demand for the tax credit, the types and uses of projects receiving the tax credit, the jobs
created by the use of the tax credits, and the economic impact of the tax credits.

(b)This section shall remain in effect only until January 1, 2031, and as of that date is repealed.

SECTION 1. Section 17053.91 of the Revenue and Taxation Code is amended to read:

17053.91. For each taxable year beginning on or after January 1, 2021, and before January 1, 2027, there shall
be allowed to a taxpayer that receives a tax credit allocation a credit against the “net tax,” as defined in Section
17039, in an amount determined in accordance with Section 47 of the Internal Revenue Code, except as
otherwise provided in this section.

(a) (1) In lieu of the amount of credit computed pursuant to Section 47(a) of the Internal Revenue Code, the
amount of credit for the taxable year shall be 20 percent of the qualified rehabilitation expenditures with respect
to a certified historic structure.

(2) The applicable percentage shall be 25 percent of the qualified rehabilitation expenditures with respect to a
certified historic structure if that certified historic structure meets one of the following criteria:

(A) The structure is located on federal surplus property, if obtained by a local agency under Section 54142
of the Government Code, on surplus state real property, as defined by Section 11011.1 of the Government
Code, or on surplus land, as defined by subdivision (b) of Section 54221 of the Government Code.

(B)  The rehabilitated structure includes affordable housing for lower income households, as defined by
Section 50079.5 of the Health and Safety Code.

(C) The structure is located in a designated census tract, as defined in paragraph (7) of subdivision (b) of
Section 17053.73.

(D) The rehabilitated structure is a part of a military base reuse authority established pursuant to Title 7.86
(commencing with Section 67800) of the Government Code.

(E) The structure is a transit-oriented development that is a higher density, mixed-use development within a
walking distance of one-half mile of a transit station.

(3) (A) The credit shall be allowed for qualified rehabilitation expenditures for a qualified residence determined
by the California Tax Credit Allocation Committee and the Office of Historic Preservation to rehabilitate the
historic character and improve the integrity of the residence in the year of completion in the percentages
specified in paragraphs (1) and (2), as applicable, except that the credit shall only be allowed in an amount
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equal to or more than five thousand dollars ($5,000) but not exceeding twenty-five thousand dollars
($25,000). A taxpayer shall only be allowed a credit pursuant to this paragraph once every 10 taxable years.

(B) Section 47(c)(1)(B)(ii) of the Internal Revenue Code, relating to special rule for phased rehabilitation,
shall not apply.

(b) For purposes of this section, the following definitions shall apply:

(1) “Certified historic structure” has the same meaning as defined in Section 47(c)(3) of the Internal Revenue
Code, that is a structure in this state and is listed on the California Register of Historical Resources.

(2) “Qualified residence” has the same meaning as that term is defined in Section 163(h)(4) of the Internal
Revenue Code, that will be owned and occupied by an individual taxpayer who has a modified adjusted gross
income, as defined by Section 86(b)(2) of the Internal Revenue Code, of two hundred thousand dollars
($200,000) or less, as the taxpayer’s principal residence or what will be the taxpayer’s principal residence
within two years after the rehabilitation of the residence.

(3) (A) “Qualified rehabilitation expenditure” has the same meaning as that term is defined in Section 47(c)(2)
of the Internal Revenue Code, except that qualified rehabilitation expenditures may include expenditures in
connection with the rehabilitation of a building without regard to whether any portion of the building is or is
reasonably expected to be tax-exempt use property.

(B) “Qualified rehabilitation expenditure” has the same meaning as that term is defined in Section 47(c)(2)
of the Internal Revenue Code and also means rehabilitation expenditures incurred by the taxpayer with
respect to a qualified residence for the rehabilitation of the exterior of the building or rehabilitation
necessary for the functioning of the home, including, but not limited to, rehabilitation of the electrical,
plumbing, or foundation of the qualified residence.

(C) The amendments made by Section 13402(b)(1)(B) of the Tax Cuts and Jobs Act, 2017 (Public Law 115-
97) to Section 47(c)(2)(B)(iv) of the Internal Revenue Code, relating to certified historic structure, shall not
apply.

(c) (1) To be eligible for the credit allowed by this section, a taxpayer shall request a tax credit allocation from
the California Tax Credit Allocation Committee, in conjunction with the Office of Historic Preservation.

(2) To obtain a tax credit allocation, the taxpayer shall provide necessary information, as determined by the
Office of Historic Preservation and the California Tax Credit Allocation Committee.

(3) A tax credit allocation provided to a taxpayer shall not constitute a determination by the California Tax
Credit Allocation Committee with respect to any of the requirements of this section regarding a taxpayer’s
eligibility for the credit authorized by this section.

(4)  The Office of Historic Preservation shall establish in regulations the time period that a taxpayer who
receives a tax credit allocation must commence rehabilitation after the issuance of the tax credit allocation. If
rehabilitation is not commenced within the time period established by the office, the tax credit allocation shall
be forfeited and the credit amount associated with the tax credit allocation shall be treated as an unused
allocation tax credit amount.

(d)  A deduction shall not be allowed under this part for any expense for which a credit for that expense is
allowed by this section.

(e)  If a credit is allowed under this section with respect to any property, the basis of that property shall be
reduced by the amount of the credit allowed.

(f)  (1) A credit allowed under this section shall be claimed in the first taxable year in which the structure is
placed in service.

(2) In the case where the credit allowed by this section exceeds the “net tax,” the excess may be carried over
to reduce the “net tax” in the following year, and the seven succeeding years, if necessary, until the credit is
exhausted.

(g) For purposes of this section, the Office of Historic Preservation shall do all of the following:

(1)  Adopt regulations to implement the requirements of this section. The regulations shall comply with the
requirements of the rulemaking provisions of the Administrative Procedure Act (Chapter 3.5 (commencing with
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Section 11340) of Part 1 of Division 3 of Title 2 of the Government Code).

(2)  Establish a written application, on a form jointly prescribed by the office and the California Tax Credit
Allocation Committee, for the allocation of the tax credit. The written application shall require the applicant to
include a summary of the expected economic benefits of the project. The economic benefits shall include, but
are not limited to, all of the following:

(A) The number of jobs created by the rehabilitation project, both during and after the rehabilitation of the
structure.

(B) The expected increase in state and local tax revenues derived from the rehabilitation project, including
those from increased wages and property taxes.

(C) Any additional incentives or contributions included in the rehabilitation project from federal, state, or
local governments.

(D) For the qualified rehabilitation expenditures with respect to a qualified residence, the rehabilitation has
a public benefit, as determined jointly with the Office of Historic Preservation.

(3) Establish a process to determine that applicants meet the requirements of this section and to ensure that
the rehabilitation project meets the Secretary of the Interior’s Standards for Rehabilitation, as found in Part 67
of Title 36 of the Code of Federal Regulations.

(4) Establish a process to approve, or reject, all tax credit allocation applications.

(h) For purposes of this section, the California Tax Credit Allocation Committee shall do all of the following:

(1)  Establish a process jointly with the Office of Historic Preservation to implement the provisions of this
section.

(2)  (A)  Subject to the annual cap established as provided in subdivision (i), allocate on a first-come-first-
served basis an aggregate amount of credits under this section and Section 23691, and allocate any carryover
of unallocated credits from prior years.

(B) A taxpayer shall be allocated a tax credit pursuant to the taxpayer’s tax credit allocation upon receipt by
the California Tax Credit Allocation Committee of a cost certification for the qualified rehabilitation
expenditures. For projects with qualified rehabilitation expenditures in excess of two hundred fifty thousand
dollars ($250,000), the cost certification shall be issued by a licensed certified public accountant.

(3) Certify tax credits allocated to taxpayers.

(4) Provide the Franchise Tax Board an annual list of the taxpayers that were allocated a credit pursuant to this
section and Section 23691, including each taxpayer’s taxpayer identification number, and the amount allocated
to each taxpayer.

(5) Establish procedures for the recapture of amounts allocated for a tax credit allowed to a taxpayer for the
rehabilitation of a qualified residence if the taxpayer does not use the qualified residence as their principal
residence within two years after the rehabilitation of the residence.

(i) (1) The aggregate amount of credits that may be allocated in any calendar year pursuant to this section and
Section 23691 shall be an amount equal to the sum of all of the following:

(A)  Fifty million dollars ($50,000,000) in tax credits for the 2021 calendar year and each calendar year
thereafter, through and including the 2027 calendar year.

(B) The unused allocation tax credit amount, if any, for the preceding calendar year.

(2) Notwithstanding the foregoing, the California Tax Credit Allocation Committee shall set aside ten million
dollars ($10,000,000) of tax credits that may be allocated each calendar year for taxpayers in the aggregate,
pursuant to this paragraph and paragraph (2) of subdivision (i) of Section 23691, as follows:

(A)  Two million dollars ($2,000,000) of tax credits, in the aggregate, for taxpayers with qualified
rehabilitation expenditures for a certified historic structure that is a qualified residence. After providing for
the reallocation pursuant to subparagraph (C), to the extent that this amount is not fully allocated in any
calendar year, the unused portion shall become available in subsequent calendar years for allocation to
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other taxpayers with qualified rehabilitation expenditures for a certified historic structure that is a qualified
residence.

(B)  Eight million dollars ($8,000,000) of tax credits, in the aggregate, for taxpayers with qualified
rehabilitation expenditures of less than one million dollars ($1,000,000) for any other certified historic
building that is not a qualified residence. After providing for the reallocation pursuant to subparagraph (C),
to the extent that this amount is not fully allocated in any calendar year, the unused portion shall become
available in subsequent calendar years for allocation to other taxpayers, except those taxpayers subject to
subparagraph (A).

(C)  Beginning July 1, 2025, any unused allocation set aside in subparagraphs (A) and (B) for the 2025
calendar year shall be made available within 90 days to taxpayers with qualified rehabilitation expenditures
of one million dollars ($1,000,000) or more that submitted applications in that same calendar year and did
not receive any allocation, are eligible to receive an allocation, and would have been the next affordable
housing project application to receive an award.

(j) In the case of any application for tax credits by an entity treated as a partnership for income tax purposes:

(1) Credits awarded to a partnership shall be allocated to the partners of that partnership in accordance with
the partnership agreement, regardless of how the federal historic rehabilitation tax credit with respect to the
project is allocated to the partners, or whether the allocation of the credit under the terms of the partnership
agreement has substantial economic effect, within the meaning of Section 704(b) of the Internal Revenue
Code.

(2) To the extent the allocation of the credit to a partner under this section lacks substantial economic effect,
any loss or deduction otherwise allowable under this part that is attributable to the sale or other disposition of
that partner’s partnership interest made prior to the expiration of the tax credit recapture period for the
project described in paragraph (1) shall not be allowed in the taxable year in which the sale or other
disposition occurs, but shall instead be deferred until, and treated as if, it occurred in the first taxable year
immediately following the taxable year in which the tax credit recapture period expires for the project
described in paragraph (1). The credits awarded to a partnership shall be allocated to the partners of that
partnership in accordance with the partnership agreement.

(k) For purposes of this section, the provisions of subsection (a) of Section 50 of the Internal Revenue Code shall
apply.

(l) Notwithstanding any other provision of this part, a credit allowed pursuant to this section may reduce the tax
imposed under Section 17041 or 17048 plus the tax imposed under Section 17504, relating to the separate tax
on lump-sum distributions, below the tentative minimum tax.

(m)  This section shall remain in effect regardless of the expiration or repeal of Section 47 of the Internal
Revenue Code, relating to rehabilitation credit.

(n)  The California Tax Credit Allocation Committee and the Office of Historic Preservation may charge a
reasonable fee in an amount that does not exceed the reasonable costs incurred by the California Tax Credit
Allocation Committee and the Office of Historic Preservation in fulfilling the responsibilities described in
paragraphs (4) and (5) of subdivision (g) and subdivision (h) and paragraphs (4) and (5) of subdivision (g) and
subdivision (h) of Section 23691.

(o) (1) For purposes of complying with Section 41, for this section and Section 23691, the Legislature finds and
declares:

(A)  The specific goal and purpose of these credits are to help address the high costs of rehabilitating
California’s historic buildings while preserving their cultural significance and stimulating economic growth.

(B) The data used for the Legislature to evaluate whether the credits are achieving the intended goal are all
of the following:

(i) The number of jobs created by the rehabilitation project, both during and after the rehabilitation of
the structure.

(ii) The expected increase in state and local tax revenue derived from the rehabilitation project, including
those from increased wages and property taxes.
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(iii) Any additional incentives or contributions included in the rehabilitation project from federal, state, or
local governments.

(2)  To assist the Legislature in determining whether the credits fulfil the goal and purpose stated in
subparagraph (A) of paragraph (1), the Legislative Analyst’s Office shall collaborate with the Office of Historic
Preservation and the California Tax Credit Allocation Committee to review the effectiveness of the tax credits
for taxable years beginning on or after January 1, 2025, and before January 1, 2027, using the indicators
described in subparagraph (B) of paragraph (1) and shall submit the review to the Legislature on or before July
1, 2028, in compliance with Section 9795 of the Government Code.

(o)
(p) (1) This section shall remain in effect only until December 1, 2027, 2028, and as of that date is repealed.

(2) Unless otherwise specified in any bill providing for appropriations related to the Budget Act, for taxable
years beginning on or after January 1, 2021, and before January 1, 2027, the amount of credit allowed
pursuant to this section shall be zero dollars ($0).

SEC. 2. Section 17053.92 is added to the Revenue and Taxation Code, to read:

17053.92. For each taxable year beginning on or after January 1, 2027, and before January 1, 2031, there shall
be allowed to a taxpayer that receives a tax credit allocation a credit against the “net tax,” as defined in Section
17039, in an amount determined in accordance with Section 47 of the Internal Revenue Code, except as
otherwise provided in this section.

(a) (1) In lieu of the amount of credit computed pursuant to Section 47(a) of the Internal Revenue Code, the
amount of credit for the taxable year shall be 20 percent of the qualified rehabilitation expenditures with respect
to a certified historic structure.

(2) The maximum credit allowed pursuant to this section shall not exceed five million dollars ($5,000,000) per
taxpayer.

(b) For purposes of this section, the following definitions shall apply:

(1) “Certified historic structure” has the same meaning as defined in Section 47(c)(3) of the Internal Revenue
Code, that is a structure in this state and is listed on the California Register of Historical Resources.

(2) (A) “Qualified rehabilitation expenditure” has the same meaning as that term is defined in Section 47(c)(2)
of the Internal Revenue Code, except that qualified rehabilitation expenditures may include expenditures in
connection with the rehabilitation of a building without regard to whether any portion of the building is or is
reasonably expected to be tax-exempt use property.

(B) The amendments made by Section 13402(b)(1)(B) of the Tax Cuts and Jobs Act of 2017 (Public Law
115-97) to Section 47(c)(2)(B)(iv) of the Internal Revenue Code, relating to certified historic structure,
shall not apply.

(c) (1) To be eligible for the credit allowed by this section, a taxpayer shall request a tax credit allocation from
the California Tax Credit Allocation Committee, in conjunction with the Office of Historic Preservation.

(2) To obtain a tax credit allocation, the taxpayer shall provide necessary information, as determined by the
Office of Historic Preservation and the California Tax Credit Allocation Committee.

(3) A tax credit allocation provided to a taxpayer shall not constitute a determination by the California Tax
Credit Allocation Committee with respect to any of the requirements of this section regarding a taxpayer’s
eligibility for the credit authorized by this section.

(4)  The Office of Historic Preservation shall establish in regulations the time period that a taxpayer who
receives a tax credit allocation must commence rehabilitation after the issuance of the tax credit allocation. If
rehabilitation is not commenced within the time period established by the office, the tax credit allocation shall
be forfeited and the credit amount associated with the tax credit allocation shall be treated as an unused
allocation tax credit amount.

(d)  A deduction shall not be allowed under this part for any expense for which a credit for that expense is
allowed by this section.

(e)  If a credit is allowed under this section with respect to any property, the basis of that property shall be
reduced by the amount of the credit allowed.
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(f)  (1) A credit allowed under this section shall be claimed in the first taxable year in which the structure is
placed in service.

(2) In the case where the credit allowed by this section exceeds the “net tax,” the excess may be carried over
to reduce the “net tax” in the following year, and the seven succeeding years, if necessary, until the credit is
exhausted.

(g) For purposes of this section, the Office of Historic Preservation shall do all of the following:

(1)  Adopt regulations to implement the requirements of this section. The regulations shall comply with the
requirements of the rulemaking provisions of the Administrative Procedure Act (Chapter 3.5 (commencing with
Section 11340) of Part 1 of Division 3 of Title 2 of the Government Code).

(2)  Establish a written application, on a form jointly prescribed by the office and the California Tax Credit
Allocation Committee, for the allocation of the tax credit. The written application shall require the applicant to
include a summary of the expected economic benefits of the project. The economic benefits shall include, but
are not limited to, all of the following:

(A) The number of jobs created by the rehabilitation project, both during and after the rehabilitation of the
structure.

(B) The expected increase in state and local tax revenues derived from the rehabilitation project, including
those from increased wages and property taxes.

(C) Any additional incentives or contributions included in the rehabilitation project from federal, state, or
local governments.

(3) Establish a process to determine that applicants meet the requirements of this section and to ensure that
the rehabilitation project meets the Secretary of the Interior’s Standards for Rehabilitation, as found in Part 67
of Title 36 of the Code of Federal Regulations.

(4) Establish a process to approve, or reject, all tax credit allocation applications.

(h) For purposes of this section, the California Tax Credit Allocation Committee shall do all of the following:

(1)  Establish a process jointly with the Office of Historic Preservation to implement the provisions of this
section.

(2) (A) Subject to the amount of funding made available as described in subdivision (n), (o), allocate on a first-
come-first-served basis an aggregate amount of credits under this section and Section 23692, and allocate any
carryover of unallocated credits from prior years.

(B) A taxpayer shall be allocated a tax credit pursuant to the taxpayer’s tax credit allocation upon receipt by
the California Tax Credit Allocation Committee of a cost certification for the qualified rehabilitation
expenditures. For projects with qualified rehabilitation expenditures in excess of two hundred fifty thousand
dollars ($250,000), the cost certification shall be issued by a licensed certified public accountant.

(3) Certify tax credits allocated to taxpayers.

(4) Provide the Franchise Tax Board an annual list of the taxpayers that were allocated a credit pursuant to this
section and Section 23692, including each taxpayer’s taxpayer identification number, and the amount allocated
to each taxpayer.

(i) In the case of any application for tax credits by an entity treated as a partnership for income tax purposes:

(1) Credits awarded to a partnership shall be allocated to the partners of that partnership in accordance with
the partnership agreement, regardless of how the federal historic rehabilitation tax credit with respect to the
project is allocated to the partners, or whether the allocation of the credit under the terms of the partnership
agreement has substantial economic effect, within the meaning of Section 704(b) of the Internal Revenue
Code.

(2) To the extent the allocation of the credit to a partner under this section lacks substantial economic effect,
any loss or deduction otherwise allowable under this part that is attributable to the sale or other disposition of
that partner’s partnership interest made prior to the expiration of the tax credit recapture period for the
project described in paragraph (1) shall not be allowed in the taxable year in which the sale or other
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disposition occurs, but shall instead be deferred until, and treated as if, it occurred in the first taxable year
immediately following the taxable year in which the tax credit recapture period expires for the project
described in paragraph (1). The credits awarded to a partnership shall be allocated to the partners of that
partnership in accordance with the partnership agreement.

(j) For purposes of this section, the provisions of subsection (a) of Section 50 of the Internal Revenue Code shall
apply.

(k) Notwithstanding any other provision of this part, a credit allowed pursuant to this section may reduce the tax
imposed under Section 17041 or 17048 plus the tax imposed under Section 17504, relating to the separate tax
on lump-sum distributions, below the tentative minimum tax.

(l) This section shall remain in effect regardless of the expiration or repeal of Section 47 of the Internal Revenue
Code, relating to rehabilitation credit.

(m)  The California Tax Credit Allocation Committee and the Office of Historic Preservation may charge a
reasonable fee in an amount that does not exceed the reasonable costs incurred by the California Tax Credit
Allocation Committee and the Office of Historic Preservation in fulfilling the responsibilities described in
paragraphs (3) and (4) of subdivision (g) and subdivision (h) and paragraphs (3) and (4) of subdivision (g) and
subdivision (h) of Section 23692.

(n) (1) For purposes of complying with Section 41, for this section and Section 23692, the Legislature finds and
declares:

(A)  The specific goal and purpose of these credits are to help address the high costs of rehabilitating
California’s historic buildings while preserving their cultural significance and stimulating economic growth.

(B) The data used for the Legislature to evaluate whether the credits are achieving the intended goal are all
of the following:

(i) The number of jobs created by the rehabilitation project, both during and after the rehabilitation of
the structure.

(ii) The expected increase in state and local tax revenue derived from the rehabilitation project, including
those from increased wages and property taxes.

(iii) Any additional incentives or contributions included in the rehabilitation project from federal, state, or
local governments.

(2)  To assist the Legislature in determining whether the credits fulfil the goal and purpose stated in
subparagraph (A) of paragraph (1), and provided the amount of credit allowed under this section was greater
than zero dollars ($0) pursuant to subdivision (o), the Legislative Analyst’s Office shall collaborate with the
Office of Historic Preservation and the California Tax Credit Allocation Committee to review the effectiveness of
the tax credits for taxable years beginning on or after January 1, 2027, and before January 1, 2031, using the
indicators described in subparagraph (B) of paragraph (1) and shall submit the review to the Legislature on or
before July 1, 2032, in compliance with Section 9795 of the Government Code.

(n)

(o) (1) This section shall remain in effect only until December 1, 2031, 2032, and as of that date is repealed.

(2) Unless otherwise specified in any bill providing for appropriations related to the Budget Act, for taxable
years beginning on or after January 1, 2027, and before January 1, 2031, the amount of credit allowed
pursuant to this section shall be zero dollars ($0).

SEC. 3. Section 23692 is added to the Revenue and Taxation Code, to read:

23692. For each taxable year beginning on or after January 1, 2027, and before January 1, 2031, there shall be
allowed to a taxpayer that receives a tax credit allocation a credit against the “tax,” as defined in Section 23036,
in an amount determined in accordance with Section 47 of the Internal Revenue Code, except as otherwise
provided in this section.

(a) (1) In lieu of the amount of credit computed pursuant to Section 47(a) of the Internal Revenue Code, the
amount of credit for the taxable year shall be 20 percent of the qualified rehabilitation expenditures with respect
to a certified historic structure.
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(2) The maximum credit allowed pursuant to this section shall not exceed five million dollars ($5,000,000) per
taxpayer.

(b) For purposes of this section, the following definitions shall apply:

(1) “Certified historic structure” has the same meaning as defined in Section 47(c)(3) of the Internal Revenue
Code, that is a structure in this state and is listed on the California Register of Historical Resources.

(2) (A) “Qualified rehabilitation expenditure” has the same meaning as that term is defined in Section 47(c)(2)
of the Internal Revenue Code, except that qualified rehabilitation expenditures may include expenditures in
connection with the rehabilitation of a building without regard to whether any portion of the building is or is
reasonably expected to be tax-exempt use property.

(B) The amendments made by Section 13402(b)(1)(B) of the Tax Cuts and Jobs Act of 2017 (Public Law
115-97) to Section 47(c)(2)(B)(iv) of the Internal Revenue Code, relating to certified historic structure,
shall not apply.

(c) (1) To be eligible for the credit allowed by this section, a taxpayer shall request a tax credit allocation from
the California Tax Credit Allocation Committee, in conjunction with the Office of Historic Preservation.

(2) To obtain a tax credit allocation, the taxpayer shall provide necessary information, as determined by the
Office of Historic Preservation and the California Tax Credit Allocation Committee.

(3) A tax credit allocation provided to a taxpayer shall not constitute a determination by the California Tax
Credit Allocation Committee with respect to any of the requirements of this section regarding a taxpayer’s
eligibility for the credit authorized by this section.

(4)  The Office of Historic Preservation shall establish in regulations the time period that a taxpayer who
receives a tax credit allocation must commence rehabilitation after the issuance of the tax credit allocation. If
rehabilitation is not commenced within the time period established by the office, the tax credit allocation shall
be forfeited and the credit amount associated with the tax credit allocation shall be treated as an unused
allocation tax credit amount.

(d)  A deduction shall not be allowed under this part for any expense for which a credit for that expense is
allowed by this section.

(e)  If a credit is allowed under this section with respect to any property, the basis of that property shall be
reduced by the amount of the credit allowed.

(f)  (1) A credit allowed under this section shall be claimed in the first taxable year in which the structure is
placed in service.

(2) In the case where the credit allowed by this section exceeds the “tax,” the excess may be carried over to
reduce the “tax” in the following year, and the seven succeeding years, if necessary, until the credit is
exhausted.

(g) For purposes of this section, the Office of Historic Preservation shall do all of the following:

(1)  Adopt regulations to implement the requirements of this section. The regulations shall comply with the
requirements of the rulemaking provisions of the Administrative Procedure Act (Chapter 3.5 (commencing with
Section 11340) of Part 1 of Division 3 of Title 2 of the Government Code).

(2)  Establish a written application, on a form jointly prescribed by the office and the California Tax Credit
Allocation Committee, for the allocation of the tax credit. The written application shall require the applicant to
include a summary of the expected economic benefits of the project. The economic benefits shall include, but
are not limited to, all of the following:

(A) The number of jobs created by the rehabilitation project, both during and after the rehabilitation of the
structure.

(B) The expected increase in state and local tax revenues derived from the rehabilitation project, including
those from increased wages and property taxes.

(C) Any additional incentives or contributions included in the rehabilitation project from federal, state, or
local governments.
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(3) Establish a process to determine that applicants meet the requirements of this section and to ensure that
the rehabilitation project meets the Secretary of the Interior’s Standards for Rehabilitation, as found in Part 67
of Title 36 of the Code of Federal Regulations.

(4) Establish a process to approve, or reject, all tax credit allocation applications.

(h) For purposes of this section, the California Tax Credit Allocation Committee shall do all of the following:

(1)  Establish a process jointly with the Office of Historic Preservation to implement the provisions of this
section.

(2) (A) Subject to the amount of funding made available as described in subdivision (n), allocate on a first-
come-first-served basis an aggregate amount of credits under this section and Section 17053.92, and allocate
any carryover of unallocated credits from prior years.

(B) A taxpayer shall be allocated a tax credit pursuant to the taxpayer’s tax credit allocation upon receipt by
the California Tax Credit Allocation Committee of a cost certification for the qualified rehabilitation
expenditures. For projects with qualified rehabilitation expenditures in excess of two hundred fifty thousand
dollars ($250,000), the cost certification shall be issued by a licensed certified public accountant.

(3) Certify tax credits allocated to taxpayers.

(4) Provide the Franchise Tax Board an annual list of the taxpayers that were allocated a credit pursuant to this
section and Section 17053.92 including each taxpayer’s taxpayer identification number, and the amount
allocated to each taxpayer.

(i) In the case of any application for tax credits by an entity treated as a partnership for income tax purposes:

(1) Credits awarded to a partnership shall be allocated to the partners of that partnership in accordance with
the partnership agreement, regardless of how the federal historic rehabilitation tax credit with respect to the
project is allocated to the partners, or whether the allocation of the credit under the terms of the partnership
agreement has substantial economic effect, within the meaning of Section 704(b) of the Internal Revenue
Code.

(2) To the extent the allocation of the credit to a partner under this section lacks substantial economic effect,
any loss or deduction otherwise allowable under this part that is attributable to the sale or other disposition of
that partner’s partnership interest made prior to the expiration of the tax credit recapture period for the
project described in paragraph (1) shall not be allowed in the taxable year in which the sale or other
disposition occurs, but shall instead be deferred until, and treated as if, it occurred in the first taxable year
immediately following the taxable year in which the tax credit recapture period expires for the project
described in paragraph (1). The credits awarded to a partnership shall be allocated to the partners of that
partnership in accordance with the partnership agreement.

(j) For purposes of this section, the provisions of subsection (a) of Section 50 of the Internal Revenue Code shall
apply.

(k) Notwithstanding any other provision of this part, a credit allowed pursuant to this section may reduce the
“tax” below the tentative minimum tax, as defined by paragraph (1) of subdivision (a) of Section 23455.

(l) This section shall remain in effect regardless of the expiration or repeal of Section 47 of the Internal Revenue
Code, relating to rehabilitation credit.

(m)  The California Tax Credit Allocation Committee and the Office of Historic Preservation may charge a
reasonable fee in an amount that does not exceed the reasonable costs incurred by the California Tax Credit
Allocation Committee and the Office of Historic Preservation in fulfilling the responsibilities described in
paragraphs (3) and (4) of subdivision (g) and subdivision (h) and paragraphs (3) and (4) of subdivision (g) and
subdivision (h) of Section 17053.92.

(n) (1) This section shall remain in effect only until December 1, 2031, and as of that date is repealed.

(2) Unless otherwise specified in any bill providing for appropriations related to the Budget Act, for taxable
years beginning on or after January 1, 2027, and before January 1, 2031, the amount of credit allowed
pursuant to this section shall be zero dollars ($0).

SEC. 4. It is the intent of the Legislature to comply with Section 41 of the Revenue and Taxation Code.
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SEC. 5.SEC. 4. This act provides for a tax levy within the meaning of Article IV of the California Constitution and
shall go into immediate effect.
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ASSEMBLY BILL NO. 1265


AB-1265  Income taxes: credits: rehabilitation of certified historic structures. (2025-2026)
                    


AMENDED  IN  ASSEMBLY  JANUARY 16, 2026


AMENDED  IN  ASSEMBLY  JANUARY 05, 2026


AMENDED  IN  ASSEMBLY  APRIL 10, 2025


CALIFORNIA LEGISLATURE— 2025–2026 REGULAR SESSION


Introduced by Assembly Member Haney


February 21, 2025


An act to amend Section 38.10 17053.91 of, and to add and repeal Sections 17053.92 and 23692 of, the


Revenue and Taxation Code, relating to taxation, to take effect immediately, tax levy.


LEGISLATIVE COUNSEL'S DIGEST


AB 1265, as amended, Haney. Income taxes: credits: rehabilitation of certified historic structures.


The Personal Income Tax Law and the Corporation Tax Law allow a credit against the taxes imposed by those
laws, for taxable years beginning on or after January 1, 2021, and before January 1, 2027, for rehabilitation of
certified historic structures, as defined, and, under the Personal Income Tax Law, for a qualified residence, as
defined. Existing law allows an increased credit of 25% of the qualified rehabilitation expenditures with respect
to a certified historic structure meeting any of certain criteria, including a rehabilitated structure that includes
affordable housing for lower income households. Existing law requires a taxpayer to receive an allocation from
the California Tax Credit Allocation Committee (CTCAC) to be eligible for the credit. Existing law limits the
aggregate amount of money that can be allocated for these credits per calendar year and reserves a portion of
that money to be allocated for a qualified residence or for projects less than $1,000,000.


Existing law requires, on an annual basis beginning January 1, 2021, until January 1, 2027, the Legislative
Analyst to collaborate with the CTCAC and the Office of Historic Preservation to review the effectiveness of these
tax credits, as described.


This bill would require the Legislative Analyst to submit a review of the effectiveness of the tax credits for
taxable years beginning on or after January 1, 2025, and before January 1, 2027, to the Legislature, as
specified.
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This bill, for taxable years beginning on or after January 1, 2027, and before January 1, 2031, would enact a
similar credit for the rehabilitation of certified historic structures, as provided. The bill, for tax credits allocated
for those taxable years, would remove the above-described increased credit of 25% and would remove the credit
for a qualified residence. The bill would also remove the limit on the amount of money that can be allocated per
calendar year, including the above-described reservations. The bill would also extend the Legislative Analyst’s
annual review requirement to January 1, 2031, and would make conforming changes.


Existing law requires any bill authorizing a new tax expenditure, as defined, to include exclusions from income,
to contain, among other things, specific goals, purposes, and objectives that the tax credit will achieve, detailed
performance indicators, and data collection requirements.


This bill declares the intent of the Legislature to comply would include findings and reporting requirements in
compliance with this requirement.


This bill would take effect immediately as a tax levy.
Vote: majority   Appropriation: no   Fiscal Committee: yes   Local Program: no  


THE PEOPLE OF THE STATE OF CALIFORNIA DO ENACT AS FOLLOWS:


SECTION 1.Section 38.10 of the Revenue and Taxation Code is amended to read:


38.10.(a)The Legislative Analyst shall, on an annual basis beginning January 1, 2027, collaborate with the
California Tax Credit Allocation Committee and the Office of Historic Preservation to review the effectiveness of
the tax credits allowed by Sections 17053.92 and 23692. The review shall include, but is not limited to, an
analysis of the demand for the tax credit, the types and uses of projects receiving the tax credit, the jobs
created by the use of the tax credits, and the economic impact of the tax credits.


(b)This section shall remain in effect only until January 1, 2031, and as of that date is repealed.


SECTION 1. Section 17053.91 of the Revenue and Taxation Code is amended to read:


17053.91. For each taxable year beginning on or after January 1, 2021, and before January 1, 2027, there shall
be allowed to a taxpayer that receives a tax credit allocation a credit against the “net tax,” as defined in Section
17039, in an amount determined in accordance with Section 47 of the Internal Revenue Code, except as
otherwise provided in this section.


(a) (1) In lieu of the amount of credit computed pursuant to Section 47(a) of the Internal Revenue Code, the
amount of credit for the taxable year shall be 20 percent of the qualified rehabilitation expenditures with respect
to a certified historic structure.


(2) The applicable percentage shall be 25 percent of the qualified rehabilitation expenditures with respect to a
certified historic structure if that certified historic structure meets one of the following criteria:


(A) The structure is located on federal surplus property, if obtained by a local agency under Section 54142
of the Government Code, on surplus state real property, as defined by Section 11011.1 of the Government
Code, or on surplus land, as defined by subdivision (b) of Section 54221 of the Government Code.


(B)  The rehabilitated structure includes affordable housing for lower income households, as defined by
Section 50079.5 of the Health and Safety Code.


(C) The structure is located in a designated census tract, as defined in paragraph (7) of subdivision (b) of
Section 17053.73.


(D) The rehabilitated structure is a part of a military base reuse authority established pursuant to Title 7.86
(commencing with Section 67800) of the Government Code.


(E) The structure is a transit-oriented development that is a higher density, mixed-use development within a
walking distance of one-half mile of a transit station.


(3) (A) The credit shall be allowed for qualified rehabilitation expenditures for a qualified residence determined
by the California Tax Credit Allocation Committee and the Office of Historic Preservation to rehabilitate the
historic character and improve the integrity of the residence in the year of completion in the percentages
specified in paragraphs (1) and (2), as applicable, except that the credit shall only be allowed in an amount
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equal to or more than five thousand dollars ($5,000) but not exceeding twenty-five thousand dollars
($25,000). A taxpayer shall only be allowed a credit pursuant to this paragraph once every 10 taxable years.


(B) Section 47(c)(1)(B)(ii) of the Internal Revenue Code, relating to special rule for phased rehabilitation,
shall not apply.


(b) For purposes of this section, the following definitions shall apply:


(1) “Certified historic structure” has the same meaning as defined in Section 47(c)(3) of the Internal Revenue
Code, that is a structure in this state and is listed on the California Register of Historical Resources.


(2) “Qualified residence” has the same meaning as that term is defined in Section 163(h)(4) of the Internal
Revenue Code, that will be owned and occupied by an individual taxpayer who has a modified adjusted gross
income, as defined by Section 86(b)(2) of the Internal Revenue Code, of two hundred thousand dollars
($200,000) or less, as the taxpayer’s principal residence or what will be the taxpayer’s principal residence
within two years after the rehabilitation of the residence.


(3) (A) “Qualified rehabilitation expenditure” has the same meaning as that term is defined in Section 47(c)(2)
of the Internal Revenue Code, except that qualified rehabilitation expenditures may include expenditures in
connection with the rehabilitation of a building without regard to whether any portion of the building is or is
reasonably expected to be tax-exempt use property.


(B) “Qualified rehabilitation expenditure” has the same meaning as that term is defined in Section 47(c)(2)
of the Internal Revenue Code and also means rehabilitation expenditures incurred by the taxpayer with
respect to a qualified residence for the rehabilitation of the exterior of the building or rehabilitation
necessary for the functioning of the home, including, but not limited to, rehabilitation of the electrical,
plumbing, or foundation of the qualified residence.


(C) The amendments made by Section 13402(b)(1)(B) of the Tax Cuts and Jobs Act, 2017 (Public Law 115-
97) to Section 47(c)(2)(B)(iv) of the Internal Revenue Code, relating to certified historic structure, shall not
apply.


(c) (1) To be eligible for the credit allowed by this section, a taxpayer shall request a tax credit allocation from
the California Tax Credit Allocation Committee, in conjunction with the Office of Historic Preservation.


(2) To obtain a tax credit allocation, the taxpayer shall provide necessary information, as determined by the
Office of Historic Preservation and the California Tax Credit Allocation Committee.


(3) A tax credit allocation provided to a taxpayer shall not constitute a determination by the California Tax
Credit Allocation Committee with respect to any of the requirements of this section regarding a taxpayer’s
eligibility for the credit authorized by this section.


(4)  The Office of Historic Preservation shall establish in regulations the time period that a taxpayer who
receives a tax credit allocation must commence rehabilitation after the issuance of the tax credit allocation. If
rehabilitation is not commenced within the time period established by the office, the tax credit allocation shall
be forfeited and the credit amount associated with the tax credit allocation shall be treated as an unused
allocation tax credit amount.


(d)  A deduction shall not be allowed under this part for any expense for which a credit for that expense is
allowed by this section.


(e)  If a credit is allowed under this section with respect to any property, the basis of that property shall be
reduced by the amount of the credit allowed.


(f)  (1) A credit allowed under this section shall be claimed in the first taxable year in which the structure is
placed in service.


(2) In the case where the credit allowed by this section exceeds the “net tax,” the excess may be carried over
to reduce the “net tax” in the following year, and the seven succeeding years, if necessary, until the credit is
exhausted.


(g) For purposes of this section, the Office of Historic Preservation shall do all of the following:


(1)  Adopt regulations to implement the requirements of this section. The regulations shall comply with the
requirements of the rulemaking provisions of the Administrative Procedure Act (Chapter 3.5 (commencing with


2/10/26, 4:50 PM Bill Text - AB-1265 Income taxes: credits: rehabilitation of certified historic structures.


https://leginfo.legislature.ca.gov/faces/billTextClient.xhtml?bill_id=202520260AB1265 3/11







Section 11340) of Part 1 of Division 3 of Title 2 of the Government Code).


(2)  Establish a written application, on a form jointly prescribed by the office and the California Tax Credit
Allocation Committee, for the allocation of the tax credit. The written application shall require the applicant to
include a summary of the expected economic benefits of the project. The economic benefits shall include, but
are not limited to, all of the following:


(A) The number of jobs created by the rehabilitation project, both during and after the rehabilitation of the
structure.


(B) The expected increase in state and local tax revenues derived from the rehabilitation project, including
those from increased wages and property taxes.


(C) Any additional incentives or contributions included in the rehabilitation project from federal, state, or
local governments.


(D) For the qualified rehabilitation expenditures with respect to a qualified residence, the rehabilitation has
a public benefit, as determined jointly with the Office of Historic Preservation.


(3) Establish a process to determine that applicants meet the requirements of this section and to ensure that
the rehabilitation project meets the Secretary of the Interior’s Standards for Rehabilitation, as found in Part 67
of Title 36 of the Code of Federal Regulations.


(4) Establish a process to approve, or reject, all tax credit allocation applications.


(h) For purposes of this section, the California Tax Credit Allocation Committee shall do all of the following:


(1)  Establish a process jointly with the Office of Historic Preservation to implement the provisions of this
section.


(2)  (A)  Subject to the annual cap established as provided in subdivision (i), allocate on a first-come-first-
served basis an aggregate amount of credits under this section and Section 23691, and allocate any carryover
of unallocated credits from prior years.


(B) A taxpayer shall be allocated a tax credit pursuant to the taxpayer’s tax credit allocation upon receipt by
the California Tax Credit Allocation Committee of a cost certification for the qualified rehabilitation
expenditures. For projects with qualified rehabilitation expenditures in excess of two hundred fifty thousand
dollars ($250,000), the cost certification shall be issued by a licensed certified public accountant.


(3) Certify tax credits allocated to taxpayers.


(4) Provide the Franchise Tax Board an annual list of the taxpayers that were allocated a credit pursuant to this
section and Section 23691, including each taxpayer’s taxpayer identification number, and the amount allocated
to each taxpayer.


(5) Establish procedures for the recapture of amounts allocated for a tax credit allowed to a taxpayer for the
rehabilitation of a qualified residence if the taxpayer does not use the qualified residence as their principal
residence within two years after the rehabilitation of the residence.


(i) (1) The aggregate amount of credits that may be allocated in any calendar year pursuant to this section and
Section 23691 shall be an amount equal to the sum of all of the following:


(A)  Fifty million dollars ($50,000,000) in tax credits for the 2021 calendar year and each calendar year
thereafter, through and including the 2027 calendar year.


(B) The unused allocation tax credit amount, if any, for the preceding calendar year.


(2) Notwithstanding the foregoing, the California Tax Credit Allocation Committee shall set aside ten million
dollars ($10,000,000) of tax credits that may be allocated each calendar year for taxpayers in the aggregate,
pursuant to this paragraph and paragraph (2) of subdivision (i) of Section 23691, as follows:


(A)  Two million dollars ($2,000,000) of tax credits, in the aggregate, for taxpayers with qualified
rehabilitation expenditures for a certified historic structure that is a qualified residence. After providing for
the reallocation pursuant to subparagraph (C), to the extent that this amount is not fully allocated in any
calendar year, the unused portion shall become available in subsequent calendar years for allocation to
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other taxpayers with qualified rehabilitation expenditures for a certified historic structure that is a qualified
residence.


(B)  Eight million dollars ($8,000,000) of tax credits, in the aggregate, for taxpayers with qualified
rehabilitation expenditures of less than one million dollars ($1,000,000) for any other certified historic
building that is not a qualified residence. After providing for the reallocation pursuant to subparagraph (C),
to the extent that this amount is not fully allocated in any calendar year, the unused portion shall become
available in subsequent calendar years for allocation to other taxpayers, except those taxpayers subject to
subparagraph (A).


(C)  Beginning July 1, 2025, any unused allocation set aside in subparagraphs (A) and (B) for the 2025
calendar year shall be made available within 90 days to taxpayers with qualified rehabilitation expenditures
of one million dollars ($1,000,000) or more that submitted applications in that same calendar year and did
not receive any allocation, are eligible to receive an allocation, and would have been the next affordable
housing project application to receive an award.


(j) In the case of any application for tax credits by an entity treated as a partnership for income tax purposes:


(1) Credits awarded to a partnership shall be allocated to the partners of that partnership in accordance with
the partnership agreement, regardless of how the federal historic rehabilitation tax credit with respect to the
project is allocated to the partners, or whether the allocation of the credit under the terms of the partnership
agreement has substantial economic effect, within the meaning of Section 704(b) of the Internal Revenue
Code.


(2) To the extent the allocation of the credit to a partner under this section lacks substantial economic effect,
any loss or deduction otherwise allowable under this part that is attributable to the sale or other disposition of
that partner’s partnership interest made prior to the expiration of the tax credit recapture period for the
project described in paragraph (1) shall not be allowed in the taxable year in which the sale or other
disposition occurs, but shall instead be deferred until, and treated as if, it occurred in the first taxable year
immediately following the taxable year in which the tax credit recapture period expires for the project
described in paragraph (1). The credits awarded to a partnership shall be allocated to the partners of that
partnership in accordance with the partnership agreement.


(k) For purposes of this section, the provisions of subsection (a) of Section 50 of the Internal Revenue Code shall
apply.


(l) Notwithstanding any other provision of this part, a credit allowed pursuant to this section may reduce the tax
imposed under Section 17041 or 17048 plus the tax imposed under Section 17504, relating to the separate tax
on lump-sum distributions, below the tentative minimum tax.


(m)  This section shall remain in effect regardless of the expiration or repeal of Section 47 of the Internal
Revenue Code, relating to rehabilitation credit.


(n)  The California Tax Credit Allocation Committee and the Office of Historic Preservation may charge a
reasonable fee in an amount that does not exceed the reasonable costs incurred by the California Tax Credit
Allocation Committee and the Office of Historic Preservation in fulfilling the responsibilities described in
paragraphs (4) and (5) of subdivision (g) and subdivision (h) and paragraphs (4) and (5) of subdivision (g) and
subdivision (h) of Section 23691.


(o) (1) For purposes of complying with Section 41, for this section and Section 23691, the Legislature finds and
declares:


(A)  The specific goal and purpose of these credits are to help address the high costs of rehabilitating
California’s historic buildings while preserving their cultural significance and stimulating economic growth.


(B) The data used for the Legislature to evaluate whether the credits are achieving the intended goal are all
of the following:


(i) The number of jobs created by the rehabilitation project, both during and after the rehabilitation of
the structure.


(ii) The expected increase in state and local tax revenue derived from the rehabilitation project, including
those from increased wages and property taxes.
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(iii) Any additional incentives or contributions included in the rehabilitation project from federal, state, or
local governments.


(2)  To assist the Legislature in determining whether the credits fulfil the goal and purpose stated in
subparagraph (A) of paragraph (1), the Legislative Analyst’s Office shall collaborate with the Office of Historic
Preservation and the California Tax Credit Allocation Committee to review the effectiveness of the tax credits
for taxable years beginning on or after January 1, 2025, and before January 1, 2027, using the indicators
described in subparagraph (B) of paragraph (1) and shall submit the review to the Legislature on or before July
1, 2028, in compliance with Section 9795 of the Government Code.


(o)
(p) (1) This section shall remain in effect only until December 1, 2027, 2028, and as of that date is repealed.


(2) Unless otherwise specified in any bill providing for appropriations related to the Budget Act, for taxable
years beginning on or after January 1, 2021, and before January 1, 2027, the amount of credit allowed
pursuant to this section shall be zero dollars ($0).


SEC. 2. Section 17053.92 is added to the Revenue and Taxation Code, to read:


17053.92. For each taxable year beginning on or after January 1, 2027, and before January 1, 2031, there shall
be allowed to a taxpayer that receives a tax credit allocation a credit against the “net tax,” as defined in Section
17039, in an amount determined in accordance with Section 47 of the Internal Revenue Code, except as
otherwise provided in this section.


(a) (1) In lieu of the amount of credit computed pursuant to Section 47(a) of the Internal Revenue Code, the
amount of credit for the taxable year shall be 20 percent of the qualified rehabilitation expenditures with respect
to a certified historic structure.


(2) The maximum credit allowed pursuant to this section shall not exceed five million dollars ($5,000,000) per
taxpayer.


(b) For purposes of this section, the following definitions shall apply:


(1) “Certified historic structure” has the same meaning as defined in Section 47(c)(3) of the Internal Revenue
Code, that is a structure in this state and is listed on the California Register of Historical Resources.


(2) (A) “Qualified rehabilitation expenditure” has the same meaning as that term is defined in Section 47(c)(2)
of the Internal Revenue Code, except that qualified rehabilitation expenditures may include expenditures in
connection with the rehabilitation of a building without regard to whether any portion of the building is or is
reasonably expected to be tax-exempt use property.


(B) The amendments made by Section 13402(b)(1)(B) of the Tax Cuts and Jobs Act of 2017 (Public Law
115-97) to Section 47(c)(2)(B)(iv) of the Internal Revenue Code, relating to certified historic structure,
shall not apply.


(c) (1) To be eligible for the credit allowed by this section, a taxpayer shall request a tax credit allocation from
the California Tax Credit Allocation Committee, in conjunction with the Office of Historic Preservation.


(2) To obtain a tax credit allocation, the taxpayer shall provide necessary information, as determined by the
Office of Historic Preservation and the California Tax Credit Allocation Committee.


(3) A tax credit allocation provided to a taxpayer shall not constitute a determination by the California Tax
Credit Allocation Committee with respect to any of the requirements of this section regarding a taxpayer’s
eligibility for the credit authorized by this section.


(4)  The Office of Historic Preservation shall establish in regulations the time period that a taxpayer who
receives a tax credit allocation must commence rehabilitation after the issuance of the tax credit allocation. If
rehabilitation is not commenced within the time period established by the office, the tax credit allocation shall
be forfeited and the credit amount associated with the tax credit allocation shall be treated as an unused
allocation tax credit amount.


(d)  A deduction shall not be allowed under this part for any expense for which a credit for that expense is
allowed by this section.


(e)  If a credit is allowed under this section with respect to any property, the basis of that property shall be
reduced by the amount of the credit allowed.
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(f)  (1) A credit allowed under this section shall be claimed in the first taxable year in which the structure is
placed in service.


(2) In the case where the credit allowed by this section exceeds the “net tax,” the excess may be carried over
to reduce the “net tax” in the following year, and the seven succeeding years, if necessary, until the credit is
exhausted.


(g) For purposes of this section, the Office of Historic Preservation shall do all of the following:


(1)  Adopt regulations to implement the requirements of this section. The regulations shall comply with the
requirements of the rulemaking provisions of the Administrative Procedure Act (Chapter 3.5 (commencing with
Section 11340) of Part 1 of Division 3 of Title 2 of the Government Code).


(2)  Establish a written application, on a form jointly prescribed by the office and the California Tax Credit
Allocation Committee, for the allocation of the tax credit. The written application shall require the applicant to
include a summary of the expected economic benefits of the project. The economic benefits shall include, but
are not limited to, all of the following:


(A) The number of jobs created by the rehabilitation project, both during and after the rehabilitation of the
structure.


(B) The expected increase in state and local tax revenues derived from the rehabilitation project, including
those from increased wages and property taxes.


(C) Any additional incentives or contributions included in the rehabilitation project from federal, state, or
local governments.


(3) Establish a process to determine that applicants meet the requirements of this section and to ensure that
the rehabilitation project meets the Secretary of the Interior’s Standards for Rehabilitation, as found in Part 67
of Title 36 of the Code of Federal Regulations.


(4) Establish a process to approve, or reject, all tax credit allocation applications.


(h) For purposes of this section, the California Tax Credit Allocation Committee shall do all of the following:


(1)  Establish a process jointly with the Office of Historic Preservation to implement the provisions of this
section.


(2) (A) Subject to the amount of funding made available as described in subdivision (n), (o), allocate on a first-
come-first-served basis an aggregate amount of credits under this section and Section 23692, and allocate any
carryover of unallocated credits from prior years.


(B) A taxpayer shall be allocated a tax credit pursuant to the taxpayer’s tax credit allocation upon receipt by
the California Tax Credit Allocation Committee of a cost certification for the qualified rehabilitation
expenditures. For projects with qualified rehabilitation expenditures in excess of two hundred fifty thousand
dollars ($250,000), the cost certification shall be issued by a licensed certified public accountant.


(3) Certify tax credits allocated to taxpayers.


(4) Provide the Franchise Tax Board an annual list of the taxpayers that were allocated a credit pursuant to this
section and Section 23692, including each taxpayer’s taxpayer identification number, and the amount allocated
to each taxpayer.


(i) In the case of any application for tax credits by an entity treated as a partnership for income tax purposes:


(1) Credits awarded to a partnership shall be allocated to the partners of that partnership in accordance with
the partnership agreement, regardless of how the federal historic rehabilitation tax credit with respect to the
project is allocated to the partners, or whether the allocation of the credit under the terms of the partnership
agreement has substantial economic effect, within the meaning of Section 704(b) of the Internal Revenue
Code.


(2) To the extent the allocation of the credit to a partner under this section lacks substantial economic effect,
any loss or deduction otherwise allowable under this part that is attributable to the sale or other disposition of
that partner’s partnership interest made prior to the expiration of the tax credit recapture period for the
project described in paragraph (1) shall not be allowed in the taxable year in which the sale or other
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disposition occurs, but shall instead be deferred until, and treated as if, it occurred in the first taxable year
immediately following the taxable year in which the tax credit recapture period expires for the project
described in paragraph (1). The credits awarded to a partnership shall be allocated to the partners of that
partnership in accordance with the partnership agreement.


(j) For purposes of this section, the provisions of subsection (a) of Section 50 of the Internal Revenue Code shall
apply.


(k) Notwithstanding any other provision of this part, a credit allowed pursuant to this section may reduce the tax
imposed under Section 17041 or 17048 plus the tax imposed under Section 17504, relating to the separate tax
on lump-sum distributions, below the tentative minimum tax.


(l) This section shall remain in effect regardless of the expiration or repeal of Section 47 of the Internal Revenue
Code, relating to rehabilitation credit.


(m)  The California Tax Credit Allocation Committee and the Office of Historic Preservation may charge a
reasonable fee in an amount that does not exceed the reasonable costs incurred by the California Tax Credit
Allocation Committee and the Office of Historic Preservation in fulfilling the responsibilities described in
paragraphs (3) and (4) of subdivision (g) and subdivision (h) and paragraphs (3) and (4) of subdivision (g) and
subdivision (h) of Section 23692.


(n) (1) For purposes of complying with Section 41, for this section and Section 23692, the Legislature finds and
declares:


(A)  The specific goal and purpose of these credits are to help address the high costs of rehabilitating
California’s historic buildings while preserving their cultural significance and stimulating economic growth.


(B) The data used for the Legislature to evaluate whether the credits are achieving the intended goal are all
of the following:


(i) The number of jobs created by the rehabilitation project, both during and after the rehabilitation of
the structure.


(ii) The expected increase in state and local tax revenue derived from the rehabilitation project, including
those from increased wages and property taxes.


(iii) Any additional incentives or contributions included in the rehabilitation project from federal, state, or
local governments.


(2)  To assist the Legislature in determining whether the credits fulfil the goal and purpose stated in
subparagraph (A) of paragraph (1), and provided the amount of credit allowed under this section was greater
than zero dollars ($0) pursuant to subdivision (o), the Legislative Analyst’s Office shall collaborate with the
Office of Historic Preservation and the California Tax Credit Allocation Committee to review the effectiveness of
the tax credits for taxable years beginning on or after January 1, 2027, and before January 1, 2031, using the
indicators described in subparagraph (B) of paragraph (1) and shall submit the review to the Legislature on or
before July 1, 2032, in compliance with Section 9795 of the Government Code.


(n)


(o) (1) This section shall remain in effect only until December 1, 2031, 2032, and as of that date is repealed.


(2) Unless otherwise specified in any bill providing for appropriations related to the Budget Act, for taxable
years beginning on or after January 1, 2027, and before January 1, 2031, the amount of credit allowed
pursuant to this section shall be zero dollars ($0).


SEC. 3. Section 23692 is added to the Revenue and Taxation Code, to read:


23692. For each taxable year beginning on or after January 1, 2027, and before January 1, 2031, there shall be
allowed to a taxpayer that receives a tax credit allocation a credit against the “tax,” as defined in Section 23036,
in an amount determined in accordance with Section 47 of the Internal Revenue Code, except as otherwise
provided in this section.


(a) (1) In lieu of the amount of credit computed pursuant to Section 47(a) of the Internal Revenue Code, the
amount of credit for the taxable year shall be 20 percent of the qualified rehabilitation expenditures with respect
to a certified historic structure.
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(2) The maximum credit allowed pursuant to this section shall not exceed five million dollars ($5,000,000) per
taxpayer.


(b) For purposes of this section, the following definitions shall apply:


(1) “Certified historic structure” has the same meaning as defined in Section 47(c)(3) of the Internal Revenue
Code, that is a structure in this state and is listed on the California Register of Historical Resources.


(2) (A) “Qualified rehabilitation expenditure” has the same meaning as that term is defined in Section 47(c)(2)
of the Internal Revenue Code, except that qualified rehabilitation expenditures may include expenditures in
connection with the rehabilitation of a building without regard to whether any portion of the building is or is
reasonably expected to be tax-exempt use property.


(B) The amendments made by Section 13402(b)(1)(B) of the Tax Cuts and Jobs Act of 2017 (Public Law
115-97) to Section 47(c)(2)(B)(iv) of the Internal Revenue Code, relating to certified historic structure,
shall not apply.


(c) (1) To be eligible for the credit allowed by this section, a taxpayer shall request a tax credit allocation from
the California Tax Credit Allocation Committee, in conjunction with the Office of Historic Preservation.


(2) To obtain a tax credit allocation, the taxpayer shall provide necessary information, as determined by the
Office of Historic Preservation and the California Tax Credit Allocation Committee.


(3) A tax credit allocation provided to a taxpayer shall not constitute a determination by the California Tax
Credit Allocation Committee with respect to any of the requirements of this section regarding a taxpayer’s
eligibility for the credit authorized by this section.


(4)  The Office of Historic Preservation shall establish in regulations the time period that a taxpayer who
receives a tax credit allocation must commence rehabilitation after the issuance of the tax credit allocation. If
rehabilitation is not commenced within the time period established by the office, the tax credit allocation shall
be forfeited and the credit amount associated with the tax credit allocation shall be treated as an unused
allocation tax credit amount.


(d)  A deduction shall not be allowed under this part for any expense for which a credit for that expense is
allowed by this section.


(e)  If a credit is allowed under this section with respect to any property, the basis of that property shall be
reduced by the amount of the credit allowed.


(f)  (1) A credit allowed under this section shall be claimed in the first taxable year in which the structure is
placed in service.


(2) In the case where the credit allowed by this section exceeds the “tax,” the excess may be carried over to
reduce the “tax” in the following year, and the seven succeeding years, if necessary, until the credit is
exhausted.


(g) For purposes of this section, the Office of Historic Preservation shall do all of the following:


(1)  Adopt regulations to implement the requirements of this section. The regulations shall comply with the
requirements of the rulemaking provisions of the Administrative Procedure Act (Chapter 3.5 (commencing with
Section 11340) of Part 1 of Division 3 of Title 2 of the Government Code).


(2)  Establish a written application, on a form jointly prescribed by the office and the California Tax Credit
Allocation Committee, for the allocation of the tax credit. The written application shall require the applicant to
include a summary of the expected economic benefits of the project. The economic benefits shall include, but
are not limited to, all of the following:


(A) The number of jobs created by the rehabilitation project, both during and after the rehabilitation of the
structure.


(B) The expected increase in state and local tax revenues derived from the rehabilitation project, including
those from increased wages and property taxes.


(C) Any additional incentives or contributions included in the rehabilitation project from federal, state, or
local governments.
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(3) Establish a process to determine that applicants meet the requirements of this section and to ensure that
the rehabilitation project meets the Secretary of the Interior’s Standards for Rehabilitation, as found in Part 67
of Title 36 of the Code of Federal Regulations.


(4) Establish a process to approve, or reject, all tax credit allocation applications.


(h) For purposes of this section, the California Tax Credit Allocation Committee shall do all of the following:


(1)  Establish a process jointly with the Office of Historic Preservation to implement the provisions of this
section.


(2) (A) Subject to the amount of funding made available as described in subdivision (n), allocate on a first-
come-first-served basis an aggregate amount of credits under this section and Section 17053.92, and allocate
any carryover of unallocated credits from prior years.


(B) A taxpayer shall be allocated a tax credit pursuant to the taxpayer’s tax credit allocation upon receipt by
the California Tax Credit Allocation Committee of a cost certification for the qualified rehabilitation
expenditures. For projects with qualified rehabilitation expenditures in excess of two hundred fifty thousand
dollars ($250,000), the cost certification shall be issued by a licensed certified public accountant.


(3) Certify tax credits allocated to taxpayers.


(4) Provide the Franchise Tax Board an annual list of the taxpayers that were allocated a credit pursuant to this
section and Section 17053.92 including each taxpayer’s taxpayer identification number, and the amount
allocated to each taxpayer.


(i) In the case of any application for tax credits by an entity treated as a partnership for income tax purposes:


(1) Credits awarded to a partnership shall be allocated to the partners of that partnership in accordance with
the partnership agreement, regardless of how the federal historic rehabilitation tax credit with respect to the
project is allocated to the partners, or whether the allocation of the credit under the terms of the partnership
agreement has substantial economic effect, within the meaning of Section 704(b) of the Internal Revenue
Code.


(2) To the extent the allocation of the credit to a partner under this section lacks substantial economic effect,
any loss or deduction otherwise allowable under this part that is attributable to the sale or other disposition of
that partner’s partnership interest made prior to the expiration of the tax credit recapture period for the
project described in paragraph (1) shall not be allowed in the taxable year in which the sale or other
disposition occurs, but shall instead be deferred until, and treated as if, it occurred in the first taxable year
immediately following the taxable year in which the tax credit recapture period expires for the project
described in paragraph (1). The credits awarded to a partnership shall be allocated to the partners of that
partnership in accordance with the partnership agreement.


(j) For purposes of this section, the provisions of subsection (a) of Section 50 of the Internal Revenue Code shall
apply.


(k) Notwithstanding any other provision of this part, a credit allowed pursuant to this section may reduce the
“tax” below the tentative minimum tax, as defined by paragraph (1) of subdivision (a) of Section 23455.


(l) This section shall remain in effect regardless of the expiration or repeal of Section 47 of the Internal Revenue
Code, relating to rehabilitation credit.


(m)  The California Tax Credit Allocation Committee and the Office of Historic Preservation may charge a
reasonable fee in an amount that does not exceed the reasonable costs incurred by the California Tax Credit
Allocation Committee and the Office of Historic Preservation in fulfilling the responsibilities described in
paragraphs (3) and (4) of subdivision (g) and subdivision (h) and paragraphs (3) and (4) of subdivision (g) and
subdivision (h) of Section 17053.92.


(n) (1) This section shall remain in effect only until December 1, 2031, and as of that date is repealed.


(2) Unless otherwise specified in any bill providing for appropriations related to the Budget Act, for taxable
years beginning on or after January 1, 2027, and before January 1, 2031, the amount of credit allowed
pursuant to this section shall be zero dollars ($0).


SEC. 4. It is the intent of the Legislature to comply with Section 41 of the Revenue and Taxation Code.
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SEC. 5.SEC. 4. This act provides for a tax levy within the meaning of Article IV of the California Constitution and
shall go into immediate effect.
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Best regards,
Jocelyn Wong
Legislative Clerk
San Francisco Board of Supervisors
1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco, CA 94102
T: 415.554.7702 | F: 415.554.5163
jocelyn.wong@sfgov.org  |  www.sfbos.org
 

    Click here to complete a Board of Supervisors Customer Service Satisfaction form

The Legislative Research Center provides 24-hour access to Board of Supervisors legislation, and archived matters since August 1998.
 
Disclosures: Personal information that is provided in communications to the Board of Supervisors is subject to disclosure under the
California Public Records Act and the San Francisco Sunshine Ordinance. Personal information provided will not be redacted.  Members of
the public are not required to provide personal identifying information when they communicate with the Board of Supervisors and its
committees. All written or oral communications that members of the public submit to the Clerk's Office regarding pending legislation or
hearings will be made available to all members of the public for inspection and copying. The Clerk's Office does not redact any information
from these submissions. This means that personal information—including names, phone numbers, addresses and similar information that
a member of the public elects to submit to the Board and its committees—may appear on the Board of Supervisors' website or in other
public documents that members of the public may inspect or copy.

 
 
From: Huang, Grace (BOS) <Grace.ly.Huang@sfgov.org> 
Sent: Tuesday, February 10, 2026 4:31 PM
To: BOS Legislation, (BOS) <bos.legislation@sfgov.org>
Cc: Somera, Alisa (BOS) <alisa.somera@sfgov.org>; Mathewson, Melanie (BOS)
<melanie.mathewson@sfgov.org>
Subject: D8 Mandelman Introduction - Resolution Supporting California Assembly Bill No. 1265
(Haney) -- State Historic Tax Credit Program

 
Hello clerks,
 
Today, Supervisor Mandelman will introduce a resolution supporting California
Assembly Bill No. 1265 (Haney) -- State Historic Tax Credit Program. This legislation
should be referred for adoption without committee reference. We can confirm that these
matters are routine, not contentious in nature, and of no special interest.
 
I have attached the resolution and the introduction form. Please let me know if you have
any questions or concerns!
 
Best,
Grace
Grace Huang (she/her)
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Legislative Aide
Office of Board President Mandelman, District 8
415-554-6986
 



Introduction Form 
(by a Member of the Board of Supervisors or the Mayor) 

I hereby submit the following item for introduction (select only one): 

□ 1. 

~ 2. 

□ 3. 

□ 4. 

□ 5. 

□ 6. 

□ 7. 

□ 8. 

□ 9. 

□ 10. 

For reference to Committee (Ordinance, Resolution, Motion or Charter Amendment) 

Request for next printed agenda (For Adoption Without Committee Reference) 
(Routine, non-controversial and/or commendatory matters only) 

Request for Hearing on a subject matter at Committee 

Request for Letter beginning with "Supervisor 

City Attorney Request 

Call File No. from Committee. 

Budget and Legislative Analyst Request (attached written Motion) 

Substitute Legislation File No. 

Reactivate File No. 

Topic submitted for Mayoral Appearance before the Board on 

inquires ... " 

The proposed legislation should be forwarded to the following (please check all appropriate boxes): 

D Small Business Commission D Youth Commission □ Ethics Commission 

D Planning Commission D Building Inspection Commission D Human Resources Department 

General Plan Referral sent to the Planning Department (proposed legislation subject to Charter 4.105 & Admin 2A.53): 

□ Yes D No 

(Note: For Imperative Agenda items (a Resolution not on the printed agenda), use the Imperative Agenda Form.) 

Sponsor(s): 

IMandelman 

Subject: 

[Supporting California Assembly Bill No. 1265 (Haney) - State Historic Tax Credit Program] 

Long Title or text listed: 

Resolution supporting California Assembly Bill No. 1265, introduced by Assemblymember Matt 
Haney, which will create a new State Housing Tax Credit program to prohibit the maximum credit 
amount from exceeding $5 million per taxpayer, no longer allow a 5% credit uplift for specified priority 
projects, and eliminate the credit set aside for smaller projects. 

Signature of Sponsoring Supervisor: I~---- ------------~ 
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