February 10, 2012

Office of the Comptroller of the Currency
250 E Street, SW.

Mail Stop 2-3

Washington, D.C. 20219

Docket No. OCC-2011-0014

RIN 1557-AD44

Jennifer J. Johnson, Secretary
Board of Governors of the Federal Reserve System

Elizabeth M. Murphy, Secretary
Securities and Exchange Commission
1500 Pennsylvania Avenue, N.W.
Washington, D.C. 20220

RIN 3235-AL07

File No. $7-41-11

David A. Stawick, Secretary of the Commission
Commodities Futures Trading Commission

20th Street & Constitution Avenue, N.W.
Wagshington, D.C. 20551

Docket No. R-1432

RIN 7100 AD 82

Three Lafayette Centre
1155 21st Street, NW
Washington, DC 20581
RIN: 3038-AD05

Robert E. Feldman, Executive Secretary
Federal Deposit Insurance Corporation
550 17th Street, N.W.

Wagshington, D.C. 20429

Attention: Comments

RIN 3064-AD85
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Dear Ladies and Gentlemen:

The National Trust for Historic Preservation (“National Trust™) and the Historic Tax Credit Coalition
("HTCC") are pleased to have the opportunity to respond to the Notice of Proposed Rule Making request
for public input related to the implementation of Section 619 of the Dodd-Frank Wall Street Reform and
Consumer Protection Act, the so-called “Volker Rule.” We have chosen to respond to questions 276-280
to demonstrate our unconditional support for Section 619, which clarifies the definition of *“public
welfare” investments to explicitly include federal and state historic tax credit equity investments,

The National Trust (www.PreservationNation.org) is a privately-funded, federally-chartered, nonprofit
organization that works to save America’'s historic places for the next generation. It is committed to
protecting America’'s rich cultural legacy and to helping build vibrant, sustainable communities that
reflect our nation’s diversity. The National Trust takes direct action to save the places that matter while
bringing the voices of the preservation movement to the forefront nationally.

The HTCC (www.historiccredit.wordpress.com)) is a group of historic tax credit industry representatives
who have come together to help develop a consensus on ways to modernize the federal Historic Tax
Credit (HTC). Its members are tax credit syndicators, investors, tax attorneys, accountants, preservation
consultants and real estate developers who are involved in the business of using the HTC as a financing
tool to promote economic development through the rehabilitation of historic properties. The HTCC's
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activities include research on the economic impact of the HTC, the development of legislative and
regulatory proposals to promote the simplification and greater use the HTC, and effortsto foster greater
communication between the National Park Service, the Internal Revenue Service and the HTC industry.

Question 276 - Is the proposed rule’s approach to implementing the SBIC, public welfare
and qualified rehabilitation investment exemption for acquiring or retaining an ewnership
interest in a covered fund effective? If not, what alternative approach would be more effective?

The National Trust and HTCC strongly endorse the definition of a public welfare investment as stated in
Section 619 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. Banks have been
significant investors over the years in federal and state historic tax credits. These lending institutions have
consistently sought Part 24 approval (or equivalent approval depending on their federal regulator) as well
as CRA credit for these investments. Historic tax credit syndicators who are members of the HTCC have
reported that under previous, stricter definitions of public welfare investments, lenders have been
uncertain of whether regulators would approve these investments under Part 24, necessitating a deal-by-

deal inquiry.

Question 277 - Should the approach include other elements? If so, what elements and
why? Should any of the proposed elements be revised or eliminated? If so, why and how?

The National Trust and HTCC support the continued inclusion of the federal Historic Tax Credit and state
Historic Tax Credits (HTC) in the definition of public welfare investments. As elaborated in more detail
in the answers to Q278-280 below, the data show that these federal and state investments have a proven
track record of promoting economic development, creating jobs and revitalizing residential and
commercial neighborhoods in urban, rural and small town communities across the nation,

Based on research conducted for the HTCC by Rutgers University's Center for Urban Policy Research
(attached), the federal HTC, over the past 32 years, has leveraged $90.4 billion in private sector
investments to help rehabilitate over 37,000 historic properties. At a total federal cost of $17.5 billion, the
leverage ratio is approximately 5-1. Rutgers research has further shown that federal HTC imvestments
have been responsible for creating 2 million jobs, $30.6 billion in federal, state and local taxes, $76.3
billion in household and business income, and generating gross domestic product of $103.8 billion. 1L

These estimates measure impacts only through construction completion and do not include jobs, imcome
and tax impacts generated after historic properties are placed in service, nor the economic impacts of
heritage tourism often associated with these historic sites. These findings are estimated through the use of
an input-output model called the Preservation Economic Impact Model (PEIM) developed for the
National Park Service by Rutgers University. It is the only economic impact model that is adapted to
measure the economic benetfits of historic rehabilitation.

Even though federal and state HTCs are not targeted to qualified low-income census tracts, because many
historic properties are located in inner-cities, there is a high degree of correlation between the location of
these investments and communities in economic distress. Research by the National Trust’s tax credit
subsidiary, National Trust Community Investment Corporation (NTCIC), has shown that between 2002
and 2008 two-thirds of all federal HTCs have been invested in census tracts eligible for the new markets

! “second Annual Remport on the Exomomic Impact of the Federal Historic Tax Creditr”, (May 2011), Summary Bstilbit
1, page 11.
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tax credit.2 Further research by NTCIC indicates that, in the first 4 rounds of the NMTC program, 0%
of all NMTC transactions and 20% of the dollar volume of NMTC transactions twinned historic and new
markets tax credits.3 State historic tax credits have similar impacts on low-income communities becatise
they are almost always twinned with federal HTCs.

Rutgers research and the work of economist Donavan Rypkema both conclude that historic rehabilitation
is a more efficient producer of jjobs than new construction.4 Rehabilitation is more labor intensive than
new construction and, for some trades, requires hiring more skilled, higher wage labor. Because materials
for rehabilitation are purchased primarily in the local market, on average, 75% of the economic impact of
historic property redevelopment stays in the local economy.

Historic rehabilitation is an inherently green activity. Recycling old buildings reduces landfill waste and
saves energy by reusing existing materials rather than manufacturing new building components such as
doors, windows, roofing and framing. Reusing existing buildings typically offers environmental savings
over demolition and new construction — even if that new construction is energy-efficient.5 Rehabilitation
is also an outstanding smart growth strategy, channeling public and private resources into existing
communities supported by roads, utilities, schools and sewage facilities. Historic buildings have the
unique ability to foster a sense of place which helps differentiate central business districts and small town
centers and give them a market advantage.

Because of the proven community revitalization, job creation, smart growth and green benefits noted
above, the National Trust and HTCC believe that all federal and state HTC equity investments should
remain exempt from the Volker Rule and included in the definition of public welfare investments.

Question 278. Should the proposed rule permit a banking entity to sponsor an SBIC and other
identified public interest investments? Why or why not? Does the Agencies’ determination under
section 13(d)(1)(J) of the BHC Act regarding sponsoring of an SBIC, public welfare or qualified
rehabilitation investment effectively promote and protect the safety and soundness of banking
entities and the financial stability of the United States? If not, why not?

The National Trust and the HTCC believe the proposed rule does and should promote banking entities to
sponsor historic rehabilitation through federal and state HTCs by forming tax credit funds to make
multiple investments. The National Trust Community Investment Corporation has long-standing investor
relationships with Bank of America, US Bank, PNC, SunTrust, Citibank, Trustmark Bank, Key Bank and
Capital One to invest primarily in twinned historic and new markets transactions that span over a decade
of investment activity totaling over $437 million in equity investments and new markets leveraged debt.
These investments have had broad, demonstrable, economic impacts in communities of additional distress
as defined by the US Treasury's CDFI Fund including the creation of 26,347 direct, indirect and induced
jobs and the generation of $112.8 million in state and local taxes, $1billion in household and business

2 HTC census tract data analyzed for a presemtation by National Trust Community Investment Canparration,
“Utillizing Historic Tax Credits to Rehalbilitate Historic Buildings”, (2008).

¥ HTC and NMTC twinned transaction data based on results from “Survey of CDEs that Regularly Invest in
HTC/NMITC Transactions”, National Trust Community Investment Corporation, (November 2007).

# Donovan Rypkema, “The Economics of Historic Preservation: A Community Leader's Guide”, Washington, D.C.
National Trust for Historic Preservation (2005), page 14.

% National Trust for Historic Preservation, “The Greenest Building: Quantifying the Emvironmental Value of Buiiiding
Reuse”, (2012).
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income and $1.23 billion in gross state product. All of these investments have been deemed eligible for
CRA credit on projects that, but for the historic tax credits, would never have been completed.6

Federal and state historic tax credits have proven to be safe and sound investments for a cross section of
banking, manufacturing and insurance companies over the years. The attached study commissioned by the
National Trust, conducted by Novogradac and Company, and released this month shows the federal HTC
has outperformed secured commercial loans between 2001-2010. The cumulative 10-year federal HTC
recapture rate has been less than three quarters of one percent (.73%). The electronic survey was
conducted over the past 3 months. Respondents included investors representing over 50% of federal HTC
investment volume and a total of 653 transactions. Out of the 653 transactions, there were only 7
incidents of recapture. OF the total of $3 billion in HTC investments made by the survey respondents, the
dollar ameunt of recapture was only $22 millien. By comparison, anfualized commercial loan defaults
over the same period were 1.02% of invested capital. While there 1s insufficient data to convert the HTC
10-year eumulative recapture rate to an annualized number, data ebtained from the IRS forms for 2008
indieates that the rate of HTC recapture for 2008 was .07%.7

The attached report attributes the stellar performance of historic tax credit investments to several factors
including (1) careful underwriting and the application of strict underwriting criteria by HTC investors to
these equity investments, (2) the size of these third-party nongovernment investments (typically in excess
of $1 million dollars) which leads investors to carefully review these transactions, (3) the development of
standardized legal structures and asset management procedures to protect these investments over the five-
year compliance period, (4) construction and lease-up risk borne by private developers and investors
which generates a high level of monitoring and asset management oversight and (5) regulatory guidance
from the IRS. 8

In the opinion of the National Trust and the Historic Tax Credit Coalition, and based on the study results,
the proposed rule supports the safety and soundness of the banking system by encouraging banks to make
equity investments in historic rehabilitation projects.

Question 279. What would the effect of the proposed rule be on a banking entity’s ability to sponsor
and syndicate funds supported by public welfare investments or low income housing tax credits
which are utilized to assist banks and other insured depository institutions with meeting their
Community Reinvestment Act (“CRA™) obligations?

The proposed rule helps banks meet their CRA obligations by encouraging historic rehabilitation which,
in most instances, can meet lender obligations under the Community Investment Act. Clearly not every
HTC investment meets one or more of the tests for qualification under CRA. There are no existing data
on this point. But we believe, from the data included above, that the majority of HTC projects do qualify.
We know from available data that two-thirds of these investments occur in qualified low income censtis
tracts. In addition to the data discussed above on the twinning of HTCs and NMTCs, NTCIC has
determined from a 2011 state-by-state survey of allocations of low-income housing tax credits (LIHTC)
that approximately 6% of LIHTC transactions (approximately $425 million in credits) twinned the HTC

® National Trust Community Investment Corporation, Internal Report, (2012).
7 National Trust for Historic Preservation and Novogradac & Company, “Historic Reltatbilitation Tax Crediit
Recapture Survey”, (February 2012).
8 s
Iipiid.
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Based on the data cited above, the National Trust and the HTCC believe there is a high degree of
correlation between projects that utilize federal and state HTCs and transactions that help banks meet
their CRA obligation.

Questiion 280. Does the proposed rule unduly constrain a banking entity’s ability to meet
the convenience and needs of the community through CRA or other public welfare investments or
services? If so, why and how could the proposed rule be revised to address this concern?

The Natiionall Trust and 1ITCC believe that the proposed rule assiitss rather than constrains banking
institutions in meeting their CRA obligations by creatively using federal and state historic tax credits in
combiination with other federal incentives to meet the needs of low-income communities.

Vice President for Government Relations & Policy Chairman
National Trust for Historic Preservation Historic Tax Credit Coalition
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THE NATIONAL TRUST FOR HISTORIC PRESERVATION AND
NOVOGRADAC & COMPANY. LLP WISH TO ACKNOWLEDGE THE
CONTRIBUTIONS AND ASSISTANCE OF JEROME BREED OF BRYAN
CAVE INTERNATIONAL CONSULTING LLC: WILLIAM MACHEN
OF HOLLAND & KNIGHT LLP; AND FORREST MILDER OF NIXON
PEABODY LLP IN THE PREPARATION OF THIS REPORT.
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EXECUTIVE SUMMARY

The National Trust for Historic Preservation commissioned this study to determine the frequency and
amount of recapture that investors have experienced with the federal histotic rehabilitation tax credit
(HRTC). The study was conducted using an on-line survey of a group of HRTC investors that have made
significant investments. Survey respondents consist of large institutional investors, including national
banks and Forttine 500 companies that make direct and indirect investments in HRTC transactions.

Collectiivelly, the survey’s respondents have invested in more than 50 percent of the HRTCs claimed diuring
the past 10 years and their responses demonstrate that they have experienced very low rates of recapture
during the past 10 years. Respondents indicate that of the total HRTCs claimed, they have experienced
a recapture rate of less than three-quarters of one percent over the past 10 years. This successful track
record can be attributed to several factors: large dollar investments from third parties; careful soreening
of properties before development by third-paity investors; economies of scale and uniform practices;
construction and lease-up risk borne by investors and developers; and regulatory guidance and
enforcement by the Internal Revenue Service.

CASA de Maryland
8151 15th Avenue, Langley Park, MD

Property and Project Details ——
Originally named Langley Park, the three-story Georgian Revival

McCormick-Goodihart Mansion was constructed in 1924 as a private

residence, the grand centerpiece of a 565-acre estate. Following the

death of its owners, the mansion became a seminary, a Montessorl
school and finally a child-care center before sitting vacant for years.
CASA, the largest Latino and immigrant service organization in Mary-
land, acquired the building for $1 in 2001 with the vision to expand
beyond its primarily Latino-focused outreach to meet the needs of the area’s increasingly diverse immigrant commumity. \With the
purchase of the building, CASA began a certified historic rehab to convert the mansion into a multicultural center. Since its open-
ing in June 2010, the center has been providing a variety of services including fimancidl and computer literacy education, a justice
center for pursuing immigrant legal and civil rights, job placement and a cafeteria for food service industry training.

The scope of renovation included restoration of the exterior and most of the existing historic interior that used $963,384 in federal
historic tax credits as well as new markets tax credits, Maryland state historic tax credits and federal energy tax credits. The project
obtained LEED Gold status for green design elements.



THE HISTORIC

REHABILITATION TAX CREDIT

INTRODUCTION

Federal tax incentives for historic rehabilitation
have rehabilitated more than 37000 historic
properties since 1978, restoring old, deteriorating
buildings to commeicial viabillity:* Over the past
34 years, the HRTC has leveraged more than $90
billion in private investment toward the restoration
of historiic buiildiings, whiile at the same time creating
more than two million jobs? It has revitalized

sector investment by providing an alternative
to government ownership and management of
hiistoric propeitiies, creating jobs and renewed
commetce to the historic cores of cities and towns,
increasing property values in these areas, and
helping create additional alternatives for affordable
housing. Pictures of successful projects have been
ineluded throughout this report to help illustrate
the versatility of the HRTC.

distressed areas through the fostering of private

Cleveland Institute of Art McCullough Center
11610 Euclid Avenue, Cleveland, OH

Property and Project Details

Located in University Circle, just east of downtown Cleveland, the
168,000-square-foot building constructed in 1913 is listed on the National
Register of Historic Places. It was built by Ford Motor Company in 1913 as
a Model T assembly plant, and was acquired by The Cleveland Imstitute

of Art in 1981. The $32 million McCullough Center renovation imcludes

a much-needed upgrade to building systems and infrastructure, such as
heating, cooling, electrical and roofing. It also includes an interior redesign
that will add 7,000 square feet of space. Phase Il of the project began in
2011 with construction of an adjoining facility that will allow the Institute to
vacate its other building seven blocks away and consolidate operations at McCullough Center. When complete, the project will permit
enroliment to expand up to 20 percent above the current 500 students per year.

The renovation will also restore many of the building’s historic features while making McCullough Center a showcase for the latest
innovations in green building techniques. It is designed to meet Silver LEED (Leadership in Energy and Environmental Design) Certi-
ficatdan, which is awarded by the U.S. Green Building Councill to structures that achieve superior environmemntal performance. Imterior
workstations will also utilize wood from demolished Cleveland-area homes.

Total funding for the $47.5 million facility included $5.25 million in federal historic tax credits. Other financial incentives were federal
new markets tax credits and Ohio state historic tax credits.

1 Nationall Trust for Historic Preservation, Rehabilitation Tax Credit Guide.
2 Second Annual Report on the Economic Impact of the Federal Historiic Tax Credit, The Historiic Tax Crediit Coalition, Rutgers -Edward J. Bloustein School
of Planning and Publiic Policy, May, 2011, Page 5.



Federal tax incentives for historic rehabilitation
originallly began as part of the Tax Reform Act of
1976 (TRA "76). Prior to 1976, the Internal Rewenue
Code (IRC) provided no targeted incentives for
rehabilitating historic or aged buildings.

Legislation for historic rehabilitation tax incentives
can be segregated into four distinct periods:
TRA 76, the Revenue Act of 1978, the Ecanomic
Recovery Tax Act of 1981, and the Tax Reforim Act
of 1986 (TRA ’86). Current rehabilitation tax credit
legislation was passed as IRC Section 48(g) in TRA
'86, and subsequently was re-designated to IRC
Section 47 in the Revenue Reconciliation Act (RRA)
of 1990. Treasury Regulations are promuligated in
sections 147, 148 and 1.50.

TRA "86 changes to the IRC also ushered in some of

Historic Sears Building
32-40 East Granite Street, Butte, MT

Property and Project Details

The Historic Sears Building is located in the Butte-
Anaconda National Historic Landmark District.
The steel-frame masonry building is five stories on
the front and four stories on the side and rear. In
preparation for the occupancy by Sears, Roebuck
and Compainy in 1941, major alterations were
undertaken on the first floor, including the addition
of a “modern® storefront. In the late 1970s and
early 1980s, Sears left this location as the area's
mines closed. The Historic Sears Building was left
to deteriorate, and eventuallly was taken by the city
and county of Butte-Silver Bow (the city) for back
taxes. In June 1993, the city performed a structural
evaluation of the building. As a resuit of the study,
the building was sealed and stabilized, and a new

the most sweeping changes in real estate taxation
that have occurred since the adoption of the modern
tax code in 1954. That Act instituted limitations on
the ability of investors (generally individuals and
closely held C corporations) to use losses or credits
generated by passive investments (including real
estate),’ and lengthened depieciable lives for both
regular and alternative minimum tax.

The changes contained in TRA ‘86 also provide
what are essentially the rehabilitation tax credit
rulles that are in place today. TRA '86 amended IRC
Section 48(g) by repealing the 15 percent and 20
percent credits and replacing both with a 10 percent
credit for qualified rehabilitation expenditures for
builldings first placed in service before 1936, and by
teplacing the 25 peicent credit with a 20 percent
credit for qualified rehabilitation expenditures for
certified historiic structures.

roof installed in 1994. The property remained vacant until 2006 when the city began to seek out proposals for nedevelopment.

Kujawa Development LLC, led by Butte native Nick Kujawa, led the $8.1 million renovation with the goal of revitalizing not just the
building but the entire neighborhooed. The Sears Building opened in late 2010 and its mix of retail and housing harkens back to the
historic boom times of the mining city, but with a sleek, modern feel. The project flouristed as a result of $1,566,240 in federal his-
toric tax credits as well as federal new markets tax credits and Montana state historic tax eredits.

3 Internal Revenue Code Section (IRC §) 469. All references are to the Internal Revenue Code of 1986, as amended.



The rehabilitation tax credit is an indirect federal
subsidy used to finance the rehabilitation of historic
and older builldings. Eligible taxpayers receive the
incentive by claiming an investment tax credit on
their federal income tax returns. The rehabilitation
tax credit generally offsets taxes dollar-for-dollar
becatise it is a tax credit, not a tax deduction. The
tehabilitation tax credit was created as an incentive
for private developers and investors to restore older
and historie buildings to productive use.

The rehabilitation tax credit is generally daimed
in the year the rehabilitation of the underlying
buildingisplaced in service. The creditistwo-tiered:
a credit of 10 percent for all qualified rehabilitation
expenditures on any qualifying rehabilitation of a
building that was first placed in service before 1936
and is not a certified historic structure, or a credit

of 20 percent (HRTC)® of all qualified rehabilitation
expenditures on any building that is a certified
hiistoric structure. A certified historic structure is
defined as a building listed in the Department off
the Interior's National Register of Historic Places,
or located in a National Register historic district
and certified by the Secretary of the Interior as
contributing to the significance of the district.

After the rehabilitation expenditures are placed in
service, the building must remain in productive
use and the entity owning the building must not
sell the property for a period of five years from the
date it was placed in service.

In order to qualify for the HRTC, a building must
be a qualified rehabilitated building (QRB). To
be considered a QRB, a building must meet four
tests. First, the building must be “substantially

The International Civil Rights
Center and Museum
134 South EIm Street, Greensboro, NC

Property and Project Details

The Internationail Civil Rights Center and Museum (ICRCM)
in Greensbore, N.C. is located in the restored EW.
Woolworth building where the famous Greensboro Four
sit-in took place. The 45,000-sgaure-foot museum com-
memorates the U.S. civil rights movement. Acquiisition and
construction finanding for the $8 million project imcluded
various private equity sources, funding from state and
federal historic tax credits and new markets tax credits and
a $150,000 federal challenge grant from Save America's
Treasures. The historic 1929 EW. Woolworth Building was

destined to become a parking lot in 1993 but thanks to the vision of a group of local leaders who came together to form the monprofit

Sit-In Movement, Inc. to purchase the historic store, restore it, and reuse it as a state-of-the-art museum and educational center, the
ICRCM opened on February 1, 2010, the 50th anniversary of the sit-in. Architectural elements, including the lunch counter, art deco
staircase, plaster coffered ceiling and terrazzo floors, have been restored to form the framework and nucleus of the exhibits at the
ICRCM. The design team worked with the North Carolina State Historic Preservation Office it identify significant building elements

that would be restored.

4 The overview of the HRTC is not intended to be a comprehensiive techniical discussion of all the rules and regulations. For a more in-depth look at the
techniicall aspects of the HRTC, see Novogradac & Company LLP’s Historiic Rehabilitation Handlhoatk, 2009.
5 This study only surveyed investors regarding their recapture experience with the 20 percent historic rehabilitation tax credit.



rehabillitatedi’® Second, the building must have
been placed in serviice before the beginning of the
rehabiliitation.” Third, depreciation (or amortization
in lieu of depreciation) must be allowable with
respect to such building,® Fourth, the building
must be located in the United States or in a territory
or possession of the United States.’

Once the historic project has been identified, the
taxpayer submits an application to the State Historic
Preservation Office (SHPO) or directly to the
National Park Service (NPS) for buildings located
in those states that do not have a SHPO. The Part 1
application makes the case for nominating albuilding
to the National Registex. If the building is already on
the Register or is listed as contributing to a National
Register historic district, Part 1 documents this
status. The Part 2 application describes the planned
rehabilitation and how it meets the Secretary of

Historic Park Inn
15 West State Street, Mason City, 1A

Property and Project Details

The Historic Park Inn, built in 19086, is the last
remaining Frank Lloyd Wiright-designed hotel in the
world. Care had been taken to respect the signifi-
cance of The Historic Park Inn Hotel, but sub-
stantial reinvestment in the building had not been
undertaken and the structure continued to decline
and become vacant, hastening its deterioration.

Interior’s Standards for Rehabilitation.

On completion of the rehabilitation work, the
owner completes and submiits a Part 3 a@pplication
- Request for Certification of Completed Work.
The NPS determination on Part 3 is the final word
on whether the project does in fact qualify as a
certified rehabilitation for puiposes of the HRTC.
For approved projects, NPS sends a copy of the Part
3 application to the IRS and the taxpayer is eigible
to claim credits on the project.

Whiile both the NPS and the SHPO admiinister the
application and appfoval process of the federal
HRTC, the Internal Revenue Service (IRS) also
plays an important and integral role in the federal
HRTC program. The following is a discussion of the
tesponsibiliities of the NPS, the SHPO and the IRS.

After the Mason City City Council requested volunteers to lead the renovation of the building, originally two structures — one housing
a bank and law offices, the other a hotel — a local citizens’ group formed Wright on the Park Inc., a not-for-profit entity whose mission
was to own, preserve and maintain the hotel. The inn, located in a distressed census tract, reflected the challenges of the mid-2000s,
a declining economy and the need to encourage reinvestment and entrepreneurism. Its owners say that completion on the restora-
tion of The Historic Park Inn Hotel created a framework for the community to establish pride and sense of place, and stimulated by
the restoration of the Historic Park Inn Hotel & City National Bank Building project, the city has recommitted to the reinvestment in its
Central Business District.

Eunding for the $18.9 million project included more than $7.3 million in federal and state historic tax credits, $2.7 million in new mar-
kets tax credits, an $8.2 million Vision lowa grant, grants from lowa Great Places and the National Trust for Historic Preservation's
Save America’s Treasures program.

O w0 N

IRC §47(c)(1)(A)(i) and see §47(c)(1)(C) for definition of “substantially meiabilitated.”
IRC S47(c)(L)(A)(i1)-

IRC SAT(C)(LYA)GV)-

IRC §50(b)(1)(A)-



The HRTC program is a partnershiip among the
NPS, the SHPO and the IRS. Each has the following
important roles:*®

* Serves as first point of contact for property
owners

* Provides application forms, regulations and
other program information

* Maintains complete records of its sfate's
buildings and districts listed in the National
Regjister of Historic Places, as well as state and
local districts that may qualify as registered
historic districts

* Assists anyone wishing to list @ building or
a district in the National Register of Historic
Places

* Provides technical assistance and literature an
approptiiate rehabilitation treatments

* Advises owners on their applications and
makes occasional site visits to assist owners

* Recommends certification to the NPS

* Reviews all applications for conformance to
the Secretary of the Interior’s Standards for
Rehabilitation

* Issues all certification decisions (gpprovals or
deniialls) in writing

* Transmits copies of all decisions to the IRS

* Develops and publishes program regulations,
the Secretary of the Interior’s Standards for
Rehabilitation, the Historic Preservation
Certification Application, and information on
rehabilitation treatments

* Publishes regulations governing whidh
rehabilitation expenses qualify, thetimepariadis
for incurring expenses, the tax camssquences
of certification decisions by NPS, and all other
procedural and legal matters cancanmning
both the 20 peicent HRTC and the 10 percent
rehabilitation tax credits

* Answers public inquiries conceming legal
and financiall aspects of the rehabilitation tax
credit program, and publishes the audit guide,
Market Segment Specialization Program:
Rehabilitation Tax Credit, to assist owners

* Ensures that only parties eligible for the
rehabilitation tax credit utilize them.

Capitol Theatre

1390 W. 65th Street, Cleveland, OH

Property and Project Details

The 1,200-seat Capitol Theatre in Cleveland, Ohio showed
silent films accompanied by a Wuirlitzer organ until it was fitted
for sound in the 1930s. In October 2009 nearly 90 years after
it opened in 1921 and undergoing a $7.5 million removation,
the theater once again welcomed moviegoers thanks in part to
$4.3 million in historic and new markets tax credit equity.

10 Preservation Tax Incentives for Historic Buildings, Heritage Preservation Services and National Park Service, Michael J. Auer, 2004, Page 14.



The statute requires that the basis of the building
and the basis of the owner’s interest in the property
or entity owning the building be reduced when it
is placed in service and before any depreciation
deductionsby the full amount of the HRTC dlaimed.*?
This rule follows the general reasoning that a
taxpayer cannot claim both a credit and a deduction
for the same expenditure when the credit isbased on
an item that has been deducted. Although gqualified
rehabilitation expendituies (QRE) are capitalized
and not deducted when incutied, these costs are
dedueted through cost recovery, or depreciation for
buildiings. Since the depreciiable basis is reduced by
the ameunt of the HRTC, depreciation deductions
over the tax life of the buillding are less than they
weuld be etherwiise. Alse, this reduetion in basis
has the effeet of inereasing the petential taxable
gain upen sale of the building.

IRC 8§50(a@) provides for recapture of the HRTC
it wiithin five years from the date on which any
qualified rehabilitation expenditures are placed
in serviice: (a) ownership of the property changes
or (b) the propetty ceases to be investment credit
propeity. Recapture of the HRTC is an additional
tax imposed in the year of the recapture event. It
a recapture event occurs before an anniversary of
the respective QRE placed-in-seivice date, then it
is reduced by 20 percent for each subseguent year.
For each subsequent year until the fifth year, the
HRTC recapture amount is redueed by 20 pereent
per year. There is no recapture after the fifth year.
The recapture rates shown in the ehart below apply
for the five-year complianee period.

HRTC RECAPTURE PERCENTAGE
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The discussion on basis reduction only applies to directinvestments(seetihessettiomonT FpideiT Tansaattom Structunes).. For master lease transactions, the
HRTC is amortized into the taxable income of the master tenant in lieu of the basis of the property being reduced by the HRTC.

12 IRC §50(c).



For partnerships owning an HRTC property,
recapture is required if the partnershiip sells or
transfers the building to another taxpayer or if
a partner disposes of more than one-third of its
interest in the partnership.

Recapture is also required if the building ceases to
qualify as investment credit propettyy. Investment
credit property is defined as a property that
is depreciable or amortizable and otherwise
qualifies as a rehabilitation, energy or reforestation
credit propettty. Therefore, if within the fiiweyear
recapture period the HRTC property subsequently
becomes non-depiieciable — i.e., it is converted to
personal use; is taken out of service; or becomes a
non-quallified rehabilitated building — for example,
it is destroyed by a natural disaster — recaptuie is
generallly required.

The HRTC is a dollar-for-dollar credit against
regular US. federal income tax and alternative
minimum tax. In general, it is available to any
taxpayer that is liable for income taxes, inchuding
individualls, regular corporations (imdudiing
personal service corporations), estates and trusts,
although the ability of individuals and closely-held
corporations to utilize the HRTC is limited by the
passiive activity rulles contained in IRC §469.

The HRTC is not directly available to pass-
through entities, such as partmetships, limited
liability companies treated as partnershiips for tax
pumposes, or S corporations, since these entities
generallly are not subject to entity-level income tax.

The crediit does, howevet, pass through these types
of entities to be then used by partmers, members
or shareholders. In fact, the majority of HRTC
properties are owned by pass-through entities
because of other business considerations. Exampt
organizations are not generally subject to federal
income tax; therefore, they generally do not claim
or use the HRTC.

The table below shows information collected by the
NPS from user profiles and customer satisfaction
questionnaires sent to the property ownets. The
NPS data shown in the table below indicates that
the fllow-hrougth form of ownership is the most
common and is used in apptoximately 70 percent
of all projects’® This is the preferred investment
structuie of institutional investois. The largest
groups investing in tax incentive ptojects in
fiscall year 2010 were limited liability companies,
comprising 58 percent of all projects.

The chart below shows the different types of
ownerships:

INDIVIDUAL 26%

CORPORATION 3%

GENERAL
PARTNERSHIP

LIMITE
PARTNERSHIP

LIMITEDP LIABILITY
COMPANY

1%

12%

58%

TOTAL 100%

13  Nationall Park Serviice, Federal Tax Incentives for Rehabilitation Historiic Buildings — Statistical Report and Anallysiis for Fiscal Year 2010, Page 15, Table 13.



There are two principal structures that are used for
finameingg HRTC transactions - the direct structure
and the master lease structure. The direct structure,
whiich is often referred to as the single-tier sructure,
is similar to that which is used in low-income
housing tax credit investmenis. A single pass-
through entity (eg. limited partneishiip or limited
liability compainy) owns the historic property and
incuts all of the QREs. Prior to the property being

placed in serviice, a histotic tax credit investor is
admiitted into the entity for the majority ownership,
usuallly 9999 petcent, and the general partner/
managing member retains a .01 percent interest.
Generallly, allocations of income, loss, HRTCs and
cash flow are made to the partners/memmbeis in
propottion to theit partnership interests, subject to
certain limitations.

Below is a sample direct structure flow chart for an
HRTC transaction.

GENERAL BUILDING LIMITED
PARTNER OWNERSHIP ENTITY PARTNER
v 0.01% P&L Allecation e Por LLLC 99.99% PB&L Allocation
v Operator of Praperty * Single Asset Entity 35 Priority Return
¢ Perfiorms Refhalb Work

TENANT LEASES



The master lease structure generallly uses two legal
entities. The lessor (landlord) entity is the owner
of the historic property and incurs the qualified
rehabilitation expenditures. The other entity is
the lessee (master tenant) entity. This entity will
master lease the property from the landlord, and
wiill in turn sub-lease the space to residential andl/
or commeicial tenants. In general, the developer
owns the landlord entity, usuallly helding an 85
to 90 peicent ownership interest, and the master
tenant entity often helds the remaining 10 to 15
percent ownership interest. The master tenant
entity typieally will admit a tax eredit investor
for a 99.99 pereent ownership interest priof to the
property being placed in serviee and a general
partner/managing member will retain a 01 pereent
ownership interest. Under this strueture, the
landlierd will make an eleetion e pass thieugh e
the master tenant all oF a pertien of the histerie fax

LESSORLLC I

90.009% Member —
Managing Member

10.009 Member —
Master Tenant

MANAGING
MEMBER

MASTER LEASE ‘

credits. IRC §50(d) and Treasury Regulation §1.48-4
permiit the landlord and master tenant to mutually
agree by way of an election to treat the master
tenant as having incurred the QREs acquired by
the landlord. Therefore, the master tenant entity
repotts the QREs on its federal income tax return
and allocates the HRTC to the investor.

Below is a sample master tenant structure flow
chart for an HRTC transaction.

FEDERAL
HRTC INVESTOR

I MASTER TENANT

99.99% Member —
Federal HRTC Investor

00.019% Member —

I Managing Member

COMMERCIAL & _Ig
RESIDENTIAL |
TENANTS

y—77—77—77—773
W\ wm -



The HRTC takes dilapidated and forgotten buildings and turns them into retail, office, cultural and
educational centers. It increases property values in surroundiing communmiities and helps create additional
alternatives for affordable housing, The federal HRTC has proven to be a positive investment for the
nation, states and local communiities. The chart below shows the national total economic impacts from
the HRTC-associated rehabilitation investments for the program to date (FY 1978-2010) and for the two
years from 2009 to 20104

Jobs (thousands) 2,020.8 1451
Income 76.3 6.2
Output 210.2 16.6
GDP 103.8 8.4

Taxes 30.5 2.2
Federal 22.3 15
State 4.2 0.4
Local 41 0.4

Duriing the past 34 years, $90.4 billion of QRESs resulted in approximately $76 billion of income, $210 billicn
of output, $104 billion of GDP and $30 billion of taxes™® The benefits that accrue from the investment in
the federal tax credit-aided hiistoric rehabilitation projects are extensive and almost all sectors of the
nation’s economy see their payrollls and production increase.™

14  Second Annual Report on the Economic Impact of the Federal Hiistoriic Tax Crediit, The Historiic Tax Crediit Coalition, Rutgers -Edward J. Bloustein School
of Planning and Publiic Policy, May, 2011, Page 5.

Ibid.

Ibid.
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There are various types of hiistoric projects that qualify for HRTCs. Projects can be classified as the
following:

* Housing use
¢ Mixed use

¢ Retail use

¢ Officeuse

¢ Hotel use

¢ Other use

The chart below shows the project types of the total certified projects during the past 10 years.

PROJECTS TYPES OF TOTAL CERTIFIED
PROJECTS IN THE PAST 10 YEARS

H Housing

H Mixed use
Retail
Offiice
Otier

Hotel

The chart above was derived using data based on Part 3 (final) approvals provided by NIPS. More than 50
percent of the total QREs claimed in the past 10 years have been used for housing. Mixed use and retail
use were the second and third most common project types with more than 16 petcent and 14 percent,
respeciiively, of the total QREs claimed. Hotels were the least common project type with 3 petcent of the
total QREs claimed. The remaining 6 percent was used for other projects stich as theatres.



SURVEY RESPONSES

Novogradac & Company LLP conducted a survey of large institutional investors including national
banks and Fertune 500 companizs? that make direct and indirect investments in HRTC transactions**
Survey respondents collectively have earned more than 50 percent of the HRTCs claimed during the past

10 years.
Information on the following was gathered from the regpondents:

* Number of years the organization has been investing in HRTCs

¢ Total amount invested in HRTCs

* Number of HRTC transactions the organization has campleted

¢ Other types of tax credit programs in which the organization participates
* Number of transactions that have experienced recgpture

* The year of the compliance period in which recagpture ecaunred

Survey respondents ranged from investors that have been investing in the HRTCs since the late 1980s to
investors that started investing in the past 10 years. More than 80 petcent of the respondents have been
investing in HRTCs for more than 10 years. The graph below shows the number of years the regpondents
have been investing in the HRTC program:

NUMBER OF YEARS THE ORGANIZATION
HAS BEEN INVESTING IN HRTC

100
80 -
60
40-

20

Pe @rotagzﬁ FesprorREeR

o

0+—— — i
0-10 10-20 20-30
Number of Years the Organization has been Imwesting in HRTC

17  The investors were assured anonymiity and confidentiality wiith the information they provided.
18  This study only surveyed investors regarding their recapture experience with the 20 percent historic rehabilitation tax credit.



Survey respondents were asked to provide the
amount they have invested in HRTCs in the past 10
years. Over the course of those 10 years, there were
several years in which the prices of HRTCs excasded
$1. It is common industry practice to express the
investors’ investment as price per $1 of HRTCs.

of HRTCs. For the purposes of this study, it was
estimated that the average price the investor paid
was $1.05 per $1 of HRTCs.

The graph below compares the total QREs and
HRTCs claimed on Part 3 (final) approvals and
the amount of QREs and HRTCs claimed by the

However, the HRIRT Ghinvestorecenaiveseberfieti ts inrespondents during the past 10 years. During those

addiition to the HRTC, benefits stich as cash flow,

depreciation, etc’cthaat coontibhitte ttotthepaiteetbee on Part 3 (final) approvals and of that aincameunt,

HRTC investorRpays ffor iits iimvestmienit. Although
the prices per dollar of HRTCs varied depending
on hew the transactions weke structured, it was
net uncemmon for investors to be paying prices
between 95 cents and $1.10 or moke for each $1

10 years, $28 billion of QREs have been daimed

respondents claimed neary $14.3 billion of the
available QREs. Of the approximate $5.68 billion in
HRTCs claimed on Part 3 (final) appiovalls, survey
tespondents claiimed neaily $29 billion of thei
available HRTCs.

QRES AND HRTCS
OVER THE PAST 10 YEARS

$30,000-;
$25,000-

$20,000
§$15,ooo
= $15,000
$10,000-
$10,000-
$5,000-
$5,000-
$0-+—
$0 QREs

Total in the Past 10 Years

Claimed by fRespondents

HRTCs

* The total of QRESs bove was deriedt] using data fiom NP~ Stasialal Repartss and Anabjsisis for Fiscal Year 20010
** Thee total of avatbblde credits above was deviiedd usinog daa flrr the ammmit of QRESs repartédd on the Part 3 apppoovals
oo NHSS” Siatisticatal 195 anat jsis ftor Fiswtl Year 2018% mukiipdded by the 20 t crediit.

y pet=et
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Ibid.

National Park Service, Federal Tax Incentives for Rehabilitation Historiic Buildings — Statistical Report and Analysis for Fiscal Year 2010, Page 10, Table 8.



In total, respondents have invested ip 653
transactions over the course of the past 10 years.
Fifty percent of the respondents have invested in
five to 50 transactions, 33 percent of the regpandients

Survey respondents were asked if they participated
in other tax credit programs. The survey showed
that all of the investors pattiicipate in other tax
credit programs such as the low-income housing
tax credit, the new markets tax credit and the
renewable energy tax credit programs. All of the
respondents paitiicipate in the low-income housing
tax credit program and morfe than 80 percent
partiicipate in the new maikets tax credit program.

have inkested in 150 to 200 transactions and 17
percent of the respondents have invested in more
than 200 transactions.

The renewablle energy tax credit program had
the lowest partiicipation rate — only a third of the
respondents had also partiicipated in the renewable
energy tax credit program. The graph below
shows the number of respondents that also invest
in other tax credit programs. These resgponses
demonstiate that HRTC investors are sophisticated
and experienced tax credit investors.

PERCENTAGE OF RESIFONDENTS
PARTICIPATING IN OTHER
TAX CREDIT PROGRAMS

LIHTE

NMTE Renewable Energy



Survey results show that of the approximate $3 billion in total HRTCs claimed by the respondents,

approximately $22 million was recaptured during the past 10 years. This represents a recapture rate of
less than three-quarters of one percent on a dollar volume basis.

The graph below compares the total amount of HRTCs claimed by the respondents and the amount of

HRTCs recaptured: HRTC RECAPTURE RATE AS A
PERCENTAGE OF ALL CREDITS CLAIMED

$3,500
o 00 I Total HRTCs Claimed by
& Regpondents
E $2,500 -
g HRTCs Recaptured
s()(ax-\g
2,000 -
28
% $1,500 HRTC RECAPTURE
Q" RATE FOR THE
PAST 10 YEARS
$1,000 1S 0.73% ON A
DOLLAR VOLUME
Total HRTCs Claimed by HRTCs Recaphured

Respondents

Survey results show that the respondents have experienced seven events of recapture out of a total of 653
transactions. This represents a recapture rate of approximately 1 petcent of the transactions completed
by the respondeniis. The graph below compares the total number of HRIIC transactions in which the
respondents have invested and the number efftttaset tanssationst Hatexpes @iced recapture.
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As shown in the chart below, of the seven recapture events reported by the survey’s respondenits, four of
the seven resulted in a recapture amount of $1 miillion or less.

NUMBER OF TRANSACTION
5 . EXPERIENCING RECAPTURE
BY RESFONDENTS

M $1 Million or lLess

$1 Million or Less $1 - $6 Miilion More than $6 Million
Amount of Recapture

Survey respondents reported more than hallff of the events of recapture occurred in year three or later of
the compliance period. Of the total seven transactions suffering recapture, 43 percent were recgptured
during the second year of compliance period, 43 percent were recaptured during the third year and 14
percent experienced recapture during the fourth year. No transactions were recaptured during the first
or the last year of compliance period. The chart below shows the year in which the recapture took place
for the seven transactions experiencing recapture.

YEAR OF COMPLIANCE PERIOD
IN WHICH RECAPTURE OCCURRED

BREL ORE

8

Year 1 Year 2 Year 3 Year 4 Year 5



The survey results are in line with data oltained
from the IRS for this report from 2008 Feorm
1120s# An anallysis of data from the 2008 Form
3468 - Investment Credit shows that of the total
$1,485,957,000 investment credits claimed by all
filers of Form 1120, $679,681,000 of this amount
was for the HRTC. The HRTCs therefore represent
more than 45.74 peicent of the total investment
credits claimed that year. Additionally, of the
corporations that filed a Ferm 1120 in 2008, there
were five incidents of recapture reported on Ferm
42565, Recapture of [nvestiment Credit, and the total
recapture ameunt for all investment tax credits was
$773,000. 1f it is assumeed that tax eredit recapture
oceurs propeortionallly ameng all of the investment
tax credits, it can be presumed that $3535707 in
HRTCs were recaplured.

Using the survey results, and assuming a
conservative position that the average HRTC

Smith’s Block
111 S.W. Naito Parkway, Portland, OR

Property and Project Details

The Smith’s Block building, completed in 1872, is one of the
oldest buildings in Portland’s waterfront area and a stunning
example of cast-iron architecture. RV Kuhns & Associates
purchased the property in 2005 in order to rehabilitate the
space and relocate its Portland office there.

The building was part of the waterfromt strategic plan put forth
by the city’s redevelopment agency that called for the
addition of more day-time office employees and retall
establishments to the area.

recapture occurs in year three of the compliance
period, we can look to the amount of tax credits
claimed three years prior to the recapture event.
Thus, the amount of tax credits recaptiired when
compared to the $498,200,0008 of tax credits
claimed in 2005 results in an annual recapture rate
of 0.07 percent. This analysis stipports the report’s
survey results that HRTCs are fiinancially sound
and safe investments.

The survey results are also favorable when
compared to loan loss rates on commercial real
estate loans. The average annual loan loss rate
that commetcial banks have experienced on their
commeicial real estate loans during the past 10
years has been 0.66 percent net of recoveries®
When adjusted to eliminate recoveties,® the annual
loss rate is 1.02 peicent as compared to the more
favorable annual HRTC recapture rate of 0.07
percent as derived from the 2008 corporate data set.

The building’s historic facade has been retained while the interior has received a significant seismic upgrade in addition to a range of
interior improvements that enable it to provide very high quality office space for the Kuhns staff. Eunding for the $9.7 million renova-
tion included $1,269,876 in federal historic tax credits and $7.55 million in new markets tax credits.

21 Department of Treasury, Internal Revenue Service: 2008 Estimated Data Line Counts Corporation Tax Returns. The IRS has only made available the 2008

estimated corporate data.

22 45.74 percent ratio of HRTC as compared to total investment tax credits dksimed.
23  National Park Service, Federal Tax Incentives for Rehabilitation Historiic Buildings — Statistical Report and Analysis for Fiscal Year 2010, Page 10, Table 8.
24  Federal Financial Institutions Examinations Coungill (FFIEC) Consolidated Report of Condiition and Income (1985-2000: FFIEC 031-034; 2001-: FFIEC 031 &

041)

25 Mean recovery rates on defaulted commenciiall real estate loans estimated based on data from US Capital Trends: Special Report. Recovery Rates, pub-

lished by Real Capital Analytiics Inc. enuary 2012.



REASONS FOR SUCCESSFUL
TRACK RECORD OF THE HRTC

There are several factors that contribute to the
successful track record of the HRTC program:

* Large dollar investments fram ihirdparty
investors (non-federal sources)
* Thorough underwrtiting and asset imanagement

More than $28 billion in QREs was claimed for
Part 3 approvals between 2001 and 2010. Investors
often invest a significant amount of capital per
HRTC propeitty, frequently more than $1 million
per investment. Because of the complexity and
expense of HRTC transactions, investors are
generallly sophisticated institutional investois. In
addition, investors often receive not only HRTCs
but a share of the project’s annual cash flow and a

The fiimanciiall health of an HRTC property is very
important to the investot. If an HRTC property
is lost to foreclosure, the investor could face the
recapture of its HRTCs and the loss of other benefits.
Thus, investors will generallly step in to save a
troubled property before it is lost to foreclosure.
This also causes investors to spend significant time
underwiiiting and screening properties for quality
and sustainability before investing in an HRTC
transaction.

of propertiies by syndicators and investors
Economies of scale and uniform practices
Construction and lease-up risk borne by
investors and developers

Regulatory guidance and enforcement by the IRS

payment when they exit the transaction. As a result
they monitor their HRTC investments constantly.
Moreover, many HRTC investors requiire additional
testing and auditing beyond what is required by the
HRTC statue and regullations. Adding a third party
to the transaction helps add expetience, different
perspectives and different motives to help assure
an HRTC propeity’s sticcess.

HRTC investors spend considerable time reviewing
and assessing the flimanciing;, market forecasts and
forecasted operating cash flows of the propetties in
whiich they are investiing. This investor review often
results in a more durable fimancial structute, such
as funding of additional cash reserves. Biinging
in an experienced investor for added soresning
not only strengthens the HRTC transaction, the
additional screening is important in maintaining a
low recapture rate for the HRTC program.



There are countless third-party investors that have
invested in HRTC propetties since the incgption
of the HRTC program. Some of these investors
malke direct investments in HRTC propettiies while
others rely on third-party syndicators to pool
propeities into investment funds. These third-
party syndicators market HRTC propeities to
tax credit investors and ultimately place them in
investment funds. The numbei of HRTC properties
in an investment fund can range from as few as
one to as many as several hundied properties,
thus accommodating varying investment gppetites
of tax credit investors. By investing in HRTCs via
an investment fund, a tax credit investor has the
flexibiliity, to diversify of coneentrate the ifvestment
in varying preperty types.

The use of investment funds as ownership vehicles
has allowed investors with dedicated HRTC

During the life of a property, the riskiest period
from a flimancial standpoint is the construction or
rehabilitation phase. One important dynamiic of
the HRTC program is that the federal goveannment
is not subject to construction risk because HRTCs
are not earned until the rehabilitation is campleted
and the building is placed in service. Major
construction/iefetifiitation risk is borne by the
developer, and to a somewhat lesser extent, the
HRTC investo, the lender and/oi the bridge 1ean
provider when applicable. On a typical HRTC
propeity, a developer is generally required by its
tax eredit eguity investor to guarantee eompletion
of rehabilitation of the propeity. The developer

investment and compliance departmenis, as well
as those that simply invest alongside other more
knowledgeablle investors through syndicators,
to generate economies of scale and investment
diversification. Because of the sizable capital
invested by tax credit investors in HRTC funds,
many uniform practices have developed regarding
how to undeiwiite HRTC investments, value the
associated financiall benefits, and manage the
ongoeing comipliance.

Through the proliferation of common underwriting
and reporting guidelines, HRTC propetties are
held to much more consistent standards after
rehabilitation than they might be otherwiise. For
those propeities that are funded, this results in a
higher long-term success rate and more predictable
investment yields for HRTC investors.

generally is liable for completion of the property
and any associated cost overruns. This typically
heightens the developer‘s motivation to oversee the
contractor during the construction process. With
some exceptions, an HRTC propeity’s funding
souices are usuallly fixed. A permanent lender
willl only lend up to an appiopiiate amount of
debt that is supported by the property’s forecasted
net operating income based on a requisite debt
service coverage ratio. Tax credit equity investors
stage their capital eontributions based on various
benehmaiks and are protected from having te
inerease their total capital eontributions by HRTC
adjuster provisiens in the partnership agreement.



REGULATORY GUIDANCE AND ENF«
GOVERNMENTAL AGENCIES

To be able to claim the HRTCs, property owners
must perform the rehabilitation in accordance
with the Secretary of the Department of Interior’s
Standards. After the rehabilitation is completed, it
is certified by the SHPO and NPS. On approval/
certification, the property owners are eligible to
claim a tax credit. These filing requirements with

RCEMENT BY VARIOUS

various governmental agencies, along with other
filings that are required by the IRS, keep them well
informed of problems with specific propetties. This
oversight is valuable in keeping property owners
compliant with the rules and assists in reducing
the recapture risk for the investors.

Daylight Building
501 West Union Avenue, Knoxville, TN

Property and Project Details

Knoxville developer Benjamin Howard Sprankle
completed construction on the Daylight Block,
now known as the Daylight Building, in 1927. The
two-story brick building got its name from its large
windows, transoms, skylights and clerestory win-
dows that floodet! the space with natural light. The
original building included retail space and offices.

Knoxville has served as TVA's headquarters since
it was created in 1933 as part of President Roos-
evelt's New Deal program. TVA provides seasonal
flood management, agricultural outreach and the
building of dams, locks, bridges and power plants

to the Tennessee Valley. The agency occupied most of the building by 1934 and continued to occupy space in the building until the
1980s. After more than eight decades, many of the Daylight Block’s original features had been altered or lay hidden, buried beneath
layers of paint. It was through developer Dewhirst Properties LLC's persistence and view that the building held great potential that it
continued to seek National Register status. Ultimately, it was the presence of offices for the Tennessee Valley Authority, the mation's
firgt and largest regional planning agency, that helped the building secure a place on the National Register.

Construction on the $6 million renovation began on August 2009 and was completed on 36 apartments and five retail spaces in
August 2010 using $1.5 million in historic tax credits, $1 million in tax increment fimancing from the city and a construction loan.




CONCLUSION

Survey respondents have collectively claimed more than 50 percent of all the HRTCs claimed during the
past 10 years. The survey regponses demonstrate that HRTC transactions have experienced very low rates
of recapture. The responses show that respondents have experienced a recapture rate of less than three-
quarters of one percent over the past 10 years. Additionally, the suivey results are further supported by an
anallysis of the information obtained from the IRS, which reflects an annual HRTC recapture rate of 0.07
percent for 2008. As discussed, this sticcessful track record can be attributed to several factors: large dollar
investments from third paities; screening of propeities before development by third-party investors;
economies of scale and uniform practices; construction risk and lease-up risk borne by investors and
developeis; and regullatory guidance and enforcement by the IRS. The resuilts of this survey demonstrate
that HRTCs are a safe and sound investment for banks and corperations in general - an investment with
low risk of tax credit recapture.

The Mill at Saco Falls
100 Saco Falls Way, Biddeford, ME

Property and Project Details

Before being shuttered late last century, The Mill at Saco

Falls had provided jobs to residents of Southern Maine

for more than 180 years. In November, the 1&5-year-old

textile mill reopened its doors to provide housing to 66

families. The Szanton Compamy used state and federal

historic tax credits (HTCs) along with low-income hous-

ing tax credits (LIHTCs), Tax Credit Assistance Program

(TCAP) funds and a tax credit exchange program grant to convert the mill into affordable and market rate units. The $14.6 million
redevelopmennt is the first of nine buildings to be renovated in an effort to transform the abandoned mill complex into a vibrant mixed-
income commumity within the city of Biddeford, Maine.

Adjacent to the Saco River and about 20 miles southwest of Portland, the apartment building is part of the larger Biddeford Mill Dis-
trict. The property’s 86 housing units include 40 affordable and 26 market rate units. The income-restricted units will be available to
families earning up to 50 percent of the area median income, with preference given to survivors of domestic violence for 20 percent
of the affordable wnits.

Funding for the project included $2.1 million in federal HTCs, $3 million in Maine HTCs, a $3.4 million TCAP grant from the Maine
State Housing Authoriity, 2 $2.9 million tax credit exchange program grant, $670,000 in taxable bonds and an LIHTC allocation. The
property also received $980,000 from the city of Biddeford through a U.S. Department of Housing and Urban Developmemnt HOPE VI
Main Street grant.






The National Trust for Historic Preservation provides leadership,
education, advocacy, and resources to save Ametica’s diverse N AT I O N AL
hiistoric places and revitalize our coammunities. T R UST

The National Trust for Historiic Preservation is a private, nonpiofit F o R

membership organization dedicated to saving historic placesand |H | STORIC

revitalizing Ametiica’s communmiiiies. Recipient of the National

Humamifﬂjiegé Medeall, the Trust was founded in 1949 and provides P R E S E RVAT IOIW
leadershiip, education, advocacy and resouices to protect the irreplaceable places that tell Ametiica’s story.
Staft at the Washington, DC, headquaiteis, six regional officesand 29 historiic sites work with the Trust’s
200,000 members and thousands of preservation groups in all 50 states.

Novogradac & Company LLP is a national certified public ‘ NOVOGRADAC
acoounting and consulting firm wiith 13 offices nationwiide. Our & COMPANY L,

clients represent abroad range of industtiies, with a major @mphasis

in the real estate sector. We provide publicly and privately held "GP CERTIFIED PUBLIC ACCOUNTANTS
national enterprises, including not-for-profits, government agencies, development and canstriction
companiies, real estate investment companies and securities firms with a full spectrum of audit, tax,
valuation, expert witness and litigation suppoit, property compliance and general consulting services. We
work extensively in the histokic preservation, affordable housing, community development and renewable
energy fields. The firm has consulted for 23 years on thousands of real estate projects and maintains client
relationships with the leading sponsors in the industry.

The partners of Novogradac & Company LLP have published numerous articles on a wide variety of
business subjects. They also are the authors of the Historic Rehabilitation Handbook, the Low-lncome
Housing Tax Credit Handbook, the New Markets Tax Credit Handbook and the Renewable Energy
Handbook. Additionallly, the firm publishes the monthlly Novogradac Journal of Tax Credits.

The firm sponsors numerous conferences aimed at the most prominent players in the community
development and affordable housing industties to conduct training workshops, deliver educational
sessions and forecast legislative and industry change. Novogradac & Company LLP is ranked by
Accountiing Tadiay and hnside Pultlic Accounting sasared ttietgp Bacceunting ffims iinttkereaion.



This analysis surveyed a sample of market
participants to determine their experiences
with historic rehabilitation tax credit recapture.
Novogradac & Company LLP makes no
representation regarding the sufficiency of the
procedures, either for the putpose of its analysis
or for any other puipose. The siurvey included a
samplle of market paiticipants and was by no means
exhaustiive. As a resullt, other maiket participants
involved in similar transactions may use other
methodllogiies and involve other considerations
that may also produce meaningful results. The
infermation received from the maiket participants
has net been tested or verified. Therefore,
Nevegradac & Company LLP dees net warrant
the aceuraey of the data received from the market
participants.

LIMITING CONDITIONS

The publiication of this report does not canstitute
a professional services engagement, imdhudiing
without limitation any form of attestation
engagement, such as an audit, compilation or
review. Novogradac & Company LLP, therefore,
did not issue any independent aceauntants
reports, fiindings or other work product inchuding
a compilation, review or audit report in canhection
wiith this engagement. Any federal tax advice that
may be contained in this Special Report is not
intended to constitute a covered opinion pursuant
to regulation section 1035 of Internal Revenue
Service (IRS) Cireular 230 nor is it to be used for
the purpose of (i) aveiding tax-related penalties
under the Internal Revenue Cede 6 (ii) prometing,
marketing or recommending to anether party any
tax-related matiers aderessed therein.
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Second Annual Report on the Economic
Impact of the Federal Historic Tax Credit

THE HISTORIC TAX CREDIT COALITION

EXECUTIVE SYNTHESIS

This study examines the historical and current application of the federal historic tax
credit (HTC) in the United States; presents quantitative and qualitative imfimmmation
regarding the economiic and other benefits of the federal HTC (e.g. providing affford-
able housing and spurring downtowm revitalization);, and explores ways in which the
current federal HTC—a strong program in its own right—can be more fflexiblly applied
in the future so as to realize yet greater productiom and ensuing benefits.

The research for this report was conducted by the Rutgers Center for Urban
Policy Research under the guidance of Dr. David Listokim, Michael L. Lahr, David
Stanek, Charles Heydt, and with the assistance of John Leith-Tetrault and Anna
Klostermman of the Natiomal Trust Commumnity Investment Corporatiom (NTCIC),
the historic tax credit subsidiary of the National Trust for Historic Pressmnvation.
This study was commiissioned by the Historic Tax Credit Coalition (HTCC), a
public policy advocacy organizatiom whose memibers represent historic tax credit
industry participants including investors, syndicatans, developenrs, presenvation
consultants, tax attormeys and accountants.

INTRODUCTION TO FEDERAL AND STATE HISTORIC TAX CREDITS
AND ALLIED SUBSIDIES TO FOSTER HISTORIC REHABILITATION

History of Federal and State Tax
Credit lincentives

The history of federal tax incentives for
historic rehabilitatiom began with the 1976
Tax Act which included a 6 0-momntih ac-
celerated depreciatiom of certain costs of
rehabilitating certified historic properties

Cleveland Institute of Art (CIA)

McCullough Center, Cleveland, Ohio: The
CIA used $5,251,280 in federal Historic Tax Credit
equity, along with financing generated by the
Ohio State Historic and New Markets Tax Credits
to rehabilitate this former Ford Model-T. assembly
plant into classrooms, artist studios, faculty and
administrative space.
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and a tax deduction for preservation easements. However the most significant step for-
ward came with the Economic Recovery Tax Act (ERTA) of 1981 which included a 25%
tax credit for income producing certified historic rehab, a 15% credit for the rehalbilita-
tion of non-historic buildings at least 30 years old, and a 20% credit for renovation of
existing commerciial properties at least 40 years old. ERTA quickly became a powerful
driver of historic and non-historic rehabilitatiom activity as part of a broader economic
stimullus package of the new Reagan Adimimistraticom. Total certified Natiomal Park Ser-
vice (NPS) Part 2 approvals’ reached a peak of 6,214 projects approved in 1884, Federal
HTC activity from the 1970s to date is shown in Summary Exhibits 6 through 9.

The last major structural changes to the IRC Section 47 rehab credits were made 24
years ago in 1986 as part of the 1986 Tax Reform Act (TRA) when the 25% certified
historic rehab credit was reduced to 20% and the non-historic building rehab credit
was collapsed into one 10% credit. Just as significant was the Act's new “passive loss"
rules which placed limitatioms on individual investor use of the HTC to offset iimvest-
ment income. The HTC market, which had depended on a combimatiom of imdividual
developer/owmer investments and large individual-investor syndicatiom structures,
plummeted as a result of this change. The decline continued through 1993 when only
538 projects received NPS Part 2 approval (Summary Exhibit 6). In the wake of the
1986 passive loss rule changes, thousandss of individual HTC investors were left with
credits that they could not redeem,.

The HTC market began to recover during the second half of the 1990s when cor-
porations that had become regular investors in the Low-Income Housing Tax Credit
(LIHTC) began looking for alternative investments when yields on the LIHTC began to
fall. These commpamies had become familiar with the HTC through the twimning of the
HTC with LIHTC credits when historic properties were adaptively reused for affford-
able housing.

From 2000 to 2010, there was an uptick in the number of HTC projects as measured
by Part 2 approvals compared to the previous decade (though the 2000 to 2010
project appraoval volume was far below that achieved in the 1990s). From 2000 to
2010, there was also a dramatic increase in the dollar HTC investment as measured

by Part 2 investment compared to the 1990s, though this increase was less potent
(especially relative to the 1980s) when adjusted for inflation (Summary Exhibit 7).
Most recently, we observe the dampening impact of a challenging real estate climate
on HTC activity as there has been a drop off in the number of Part 2 projects and Part
2-related dollars invested over the last two years.

We observe similar trendis when examining the total rehabilitatiom project cost tborne
by HTC developers and not just the dollar amount certified for tax credit purposes.?
These fliguress are shown in Summary Exhibit 8. The peaks and valleys are readily

1 The HTC thas a multi-step application process encompassing “Part 1" (evaluation of the historic significance of tthe
property), “Part 2” (descriptiom of the rehabilitatiom waork)), and “Part 3" (request of certificatiom of completed work).
Both “Part 2" and “Part 3" rehabilitatiom statistics include only wihat are termed “eligible” or “qualified” items (or Qualified
Rehabilitatiom Expendiitunes—QRE) for the tax credit as opposed to wihat are called “ineligible” or “nom-quialified” costs.
Witile the “ineligible”/ “non-qualiified” expemses do not count for tax credit purposes, they are practically a component
of the total rehabilitatiom investment or cost borne by the HTC-oriented developer and, in fact, the total nethabilitztion
investment (including “ineligible”/ “non-qualiified” costs) help pump-prime the economy.

2 See footnote 1for explanation.
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Atlas J g, I kKlahoma: Rehabilitation of this
former downtown insurance company office building into a Masriott
Hotel used $2,825,000 in federal Historic Tax Credit equity.

evident. The HTC total rehabilitatiom project cost rose
dramatiically after the 1981 ERTA (to a high of $4.7
billion in 1985), fell precipitously after the 1986 Tax Re-
form Act (to a low of $1.1 billion in 1994), and megained
vigor with some unevenness over the past decade ($3

to $5 billion annually), such as a recent drop in HTC H
rehabilitatiom project cost as the natiom’s real estate
market faced difficult timmes. (All fiiguness just cited are H

in inflation-adjusted 2010 dollars.)

In addition to leveraging other federal subsidies for
housing and business development in |low-imcome
commumiiiesss, the HTC has provided a modlel for the
enactment of state historic tax credits (SHTC) in

33 states. This number of tandem SHTCs compares
favorably to the 16 states with state LIHTCs and eight
states with New Markets Tax Credit (NMTC) programs,
NPS statistical reports document that the states with
strongest SHTC statutes regularly lead the nation in
the use of the federal HTC,

The Need for Historic Tax Credit
Modernizatiomn

Despite the documented success of the HTC program,

on a dollar volume basis, it remains much smaller than

the LIHTC and NMTC credit programs. Even as an uncapped credit, the NPS certified
only $688 million in HTCs in FY 2010.% This compares to the pre-recession $9 billion
credit expenditure level for the LIHTC and the recent $3.5 billion Round 8 allocation
of the NMTC program.

There are a variety of reasons for the lower utilization rate of the federal HTC. Sug-
gestioms for removing some of these impediments were contained in the Community
Restoratiom and Revitalizatiom Act, a bill introduced in 2009 (11tth Congress). The
broad themes of HR 3715 and S 1743 included provisions that would increase the
20% credit to 30% on "Main Street-scale” rehabilitatioms ($5 million in qualified rehab
expenditures and under). Anotiher provision provided a deeper credit (22%) if the
rehabilitatiom project achieved at least a 30% energy efficiency improvement over a
regionally adjusted baseline for similar buildings.

The bill provided for the indexing of the eligibility dates for properties that utilize the
10% rehabilitatiom credit, so that buildings 50 years or older would qualify. HR 3715
and S 1743 promoted nonprofit organizatiom sponsorship of HTC transactioms by roll-
ing back three of the four “disqualified lease rules” that limit leasing to nonprofit or

3 This is the amount of the HTC derived by applying the 20 percent credit to the Part 3 certified inxestment.

3
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government tenants in HTC properties to 50% of leasable space. Finally the bill con-
tained several provisions that would increase the value of state HTCs when used in
tandem with the federal HTC. The Historic Tax Credit Coalition intendls to remiroduce
this legislation in the 1iAth Congress sometime in the spring of 201.

ECONOMIC IMPACTS OF THE FEDERAL HISTORIC TAX CREDIT

Research Assumptioms and Methodology

From fiscall year (FY) 1978 through FY 2010, NPS “Part 2" pre-rehabilitatiom approv-
als indicate about $106.7 billion (in inflation-adjusted 2010 dollars) of methabilitation
was invested in about 47,000 federal HTC-associated projects. In FY 2009 and 2010
combpimedi, the Part 2 volumme in such projects was about $81 billiom. However, the
amount of Qualified Rehab Expenditures (QRES) for the tax credit reflected in “Part
3" certificatioms, made after complletiom, is significantly less: about $81.4 billion over
FY 1978-2010 and $7.9 billion in FY 2009 and 2010 combined (all imistion-adjusted
2010 ddlllars). (All the above fiiguness are best estimates.) This report therefore uses
the lower Part 3 QREs inflated by 10% to account for non-QRE expendiitures to es-
timate the economiic impacts of the federal HTC.* Aggregate investment using this
more conservative approach is $90.4 billion over the 33-year life of the federal HTC
and $8.8 billion in FY 2009 and 2010 combiimed. More detailed program activity data
are found in Summary Exhibit 1.

The federal cost of the HTC is equal to the credit percent (25 percent from 1978
through 1986 and 20 percent from 1987 onward) applied to the “Part 3" imyestment.
That calculation yields the following estimates: the federal tax credit over the FY
1978-2010 period cost $17.5 billion to the US Treasury (in inflation-adjusted 2010 dol-
lars) while the credit cost in FY 2000 and 2010 was about $1.6 billiom. Estimated total
federal tax receipts generated by the HTC during these two periods were $22.3 billion
and $1.5 billion respectivally, indicating that the federal historic tax credit is a revenue
raiser for the US Treasury or is at least about revenue neutral. (See Summary Exhibit 1
for details.)

This study quantifies the construction-stage total economic effects (i.e., direct as well
as multiplier or secondary economic consequences) of the above cited imvesttments.

These effects are studied via an input-output model developed by Rutgers Umiversity
for the Natiomal Park Service called the Preservatiom Economiic Impact Model (PEIM).

In the current analysis, the PEIM is applied to both cumudivee (FY 1978 through
2010) federal tax credit-aided historic rehabilitation investment in the United States
(about $90.4 billion in 2010 inflation-adjusted dolllars) and to the twwygasr FY 2009
and 2010 combinmed tax credit-aided rehabilitatiom investment (about $8.8 billion)
throughout the natiom. In applying the cumullative FY 1978-2010 analysis, we consider
the effects of the $90.4 billion rehabilitatiom investment as if effected in one year
(2010),® rather than retroactively backdating and applying the economiic modiel for
each of the 33 years encompassing the FY 1978-2010 study period.

4 See discussion at footmote 1

5 The two-year 2009 and 2010 investment is similarly treated.
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The results of the PEIM modiel include many fieldks of data. The flieldss most relevant to
this study are the total impacts of the following:

JOBS: Employment, both part- and full-time, by place of work, estimated
using the typical job characteristics of each iimdustry.

INCOME: “Earned” or labor income, specifically wages, salaries, and
proprietors’ imcome.

WEALTH: Value-addedi—tihe sub-natiomall equivalent of gross domestic
product (GDP). At the state level, this is called gross state product (GSP).

OUTPUT: The value of shipments, which is reported in the Economic Census.

TAXES: Tax revenues generated by the activity which include taxes to the
federall, state and local governments.

HTC Natiomal Economiic Impacts

The naifémab/ total (direct and multiplier) economic impacts from the HTC-assooiated
rehabilitatiom investment for the program to date (FY 1978-2010) and for the most
current two-year investment (FY 2009 and 2010) are shown below and are also con-
tained in Summary Exhibit 1 Selected critical fiindimgss are further plotted in Summary
Exhibits 2 through 5,

ECONOMIC IMPACTS Federal HTC-assisted Rehabilitatien

$90.4 billion cumulative $8.8 billion for FY 2009
(FY 1978-2010) historic and 2010 hiistoric
rehabilitatiom expenditures rehabilitation expenditures
results in: results in:

National Total (Direct and Multiplier Impacts)

Jobs (persom-yesmrs, thousands) 2,020.8 145.1
Income ($ billion) 76.3 6.2
Output ($ billion) 210.2 16.6
GDP ($ Ibillion) 103.8 84
Taxes ($ Ibillion) 30.5 2.2
Federal ($ billion) 223 15
State ($ billiion) 4.2 0.4
Local ($ illion) 41 0.4

The benefits that accrue from the investment in the federal tax credit-aided historic
rehabilitatiom projects are extensive and almost all sectors of the natiom’s economy see
their payrollls and productiom increased. lllustrative are the cumuillative FY 137/&-2010
federal HTC effects. Just under 30 percent of the national-based jobs from the cumu-
lative $90.4 billion tax credit-aided rehabilitatiom investment (approximately 592 OO0
of 2,021,000 jobs) and national gross domestic product ($29.2 billion of $103.8 bil-
lion GDP) accrue to the natiom’s constructiom industry; this is as one would expect,



SECOND ANNUAL REPORT ON THE ECONOMIC IMPACT OF THE FEDERAL HISTORIC TAX CREDIT | EXECUTIVE SYNTHESIS

given the share of such projects that require the employment of building contractors.
Other major economiic sector beneficiaries are services (360,000 jobs, $13.7 billion

in GDP) as well as manufacturing (411@00 jobs, $26.6 billion GDP) and the retail
trade (298,000 jobs, $7.8 billion GDP) sectors. As a result of the imterconnectedness
of the national economy and because both direct and multiplier effects are consid-
ered|, other sectors of the national economy not immediiately associated with historic
rehabilitatiom are affected as welll, such as agriculture, mining and transportatiom and
public utilities. (See Summary Exhibits 2 and 3.)

The recent (FY 2009 and 2010 combined) economic prowess of the federal HTC is
also most impressive. For examplie, it generated about 145000 jobs, including 52 @00
jobs in constructiom and 33,000 jobs in manufacturimg; it was responsible for $8.4 bil-
lion in GDP, including $2.8 billion and $2.4 billion GDP increments in the consttruction
and manufacturing sectors respectively; and the 2009 and 2010 HTC activity realized
a $6.2 billion increment in income, with construction ($2.3 billion) and Mmamufactur-
ing ($1.5 billion) reaping major portioms of that incorme gain. These benefits were
especially welcome in 2009 and 2010 as the nation suffered from a severe ecomomic
downtuirm and various stimullus interventioms were effected: HTC-inspired imvestiment
is stimullus on steroids.

HTC State Level Impacts

The economiic impact from the federal tax credit-aided historic rehabilitatiom stimu-
lates the state-level as well as the natiomal economy. For example, in FY 2009 and
2010, Missouri had about $974 million in federal HTC-supported rehabilitatiom. The
natiomal impacts of that investment included about 16,00 jobs generating an ad-
ditiomal $1.9 billion in output, $695% million in income, $920 million in GDP, and $219
million in taxes. At the state of Missouri level, the FY 2009 and 2010 $974 million in
historic rehabilitatiom spending translates to 12400 jobs generating $1.2 billion in out-
put, $523 million in labor income, $641 million in gress state product (GSP), and $199
million in taxes. The in-state wealth (GSP minus business-paid federal taxes) resuilting
from rehabilitatiom expenditures amounts to $569 million, indicating a high 89 per-
cent retention rate. Similar high state-level retention rates of the economiic benefits
from the HTC characterize other locations as well. (See Summary Exhibits 4 and 5 for
greater detail.)

Comparisom of the HTC to the Economic Impacts
of Non-Preservation Investments

How does tax credit-aided historic rehabilitation fare as an economic pump-primer
vis-a-vis other non-preservatiom investmentss? The short answer is quitée well/. Numer-
ous studlies conducted by Rutgers University in states throughout the country have
shown that a $1 million investment in historic rehabilitatiom realizes a markedly Ibet-
ter economic effect in many places in the United States with respect to @mployment,
income, GSP, and state-local taxes compared to a similar increment of investment (i.e.
$1 million) in an array of residential and nonresidentiial new constructiom (including
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R

building highways—a stimulus favorite) or a $1 mil-  Healing Center, New Orleans,
. . . . . Louisiana: This community center in
lion investment in an array of important tbusiness the city’s St. Claude corridor will be
activities, such as manufacturing (e.g., machinery anchored by a co-op grocery store. The

) . ) former furniture store was rehabilitated
and automaltiie), and services (felkcommunica- using $2,358,727 in federal GO Zone
P i ; i ; ittt Historie Tax Credits as well as Louisiana
tiom). It is not a questiom of historic rr@fhmﬂ»u!llnttattlion State Historic and federal and state New
as opposed to other pursuits, but rather historic Markets Tax Credits.

rehabilitatiom joining in a holistic fashion the many
activities of the broader economy so as to realize the commendiatvle strong eco-
nomic “bang for the buck” offered by that historic mrehalbillitation.

HTC Impacts on Housing and Downtowin Revitalization

Spatial analysis by Rutgers University® of the locations within states that use fed-
eral HTCs show widlespread utilizatiom, that is, many areas benefit; yet there is an
understandlablle clustering of more intense HTC activity in urban and rural centers.
Bolstering these centers through HTC investment is especially important for com-
bating the adverse effects of sprawl and furthering smart growtin. In Missouri, for
example, the highest concentratiom of federal HTC activity by dollar investment in
2009 included such commumities as St. Louis, Kansas City, Columbiia, Sprimgfield
and St. Josephh. Other Missouri commumities with federal HTC investment imcluded
Excelsior Springs, Maplewoad, Hannibal and Lebanon as examples. Further spatial

6 This research was conducted by Luke Drake and David lListokin.

7
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analysis by Rutgers University of the micro-evel location of federal HTC activity
shows that the hotspots of investment are typically in areas with the lowest house-
hold incomes and other measures of distress; thus this federal HTC is aiding lloca-
tioms in need. Am example of this is the distributiom of FY 2009 HTC investment in
the St. Louis Metropolitam Statistical Area (MSA) that is showm in Summary BExhiibit
10. Clearly evident is the disproportiomate concentratiom of federal HTC dollar activ-
ity in the MSA core and in the portioms of the MSA with the lowest median house-
hold imcome,

Case study analysis of federal HTC implementation further points to many addition-
al quantitative and qualitative benefits of the federal tax credit, including providing
affordable housing, fostering downtowm economic development and encouraging
adaptive reuse.

The historic preservatiom, affordable housing, economic development and other
benefits of the federal HTC are augmented by combining the federal HTC with other
tax crediits. In an exemplary case of creative federalismm, about 33 states have state-
level HTCs of their owm; they typically “piggyback” the federal HTC. The federal
(and state) HTCs have further been “twimned” with the federal Low-Income Housing
Tax Credit (LIHTC) and the federal New Markets Tax Credits (NMTC).

An NTCIC study of the first 4 Rounds of NMTC program has shown that about one
in 10 transactioms and approximately 20% of all Qualified Equity Investments in-
volve the twimming of historic and New
Markets Tax Credits. NPS statistics
show that two-thirdis of all aypproved
HTC projects since 2002 have been
located in NMTC-eligible Imw-imcome
census tracts. No similar studiies or
statistics exist for the twinning of LLI-
HTC and federal HTCs, but amnecdotal
evidence suggests that as much as
15% of all LIHTC affordable housing
projects are adaptive reuses of Hiistor-
ic properties that also generate HTCs.

EEy T Y S A

\udobon tel, w Orleamns, a: This
strategic Canal Street property utilized $2,819,135

in federal GO Zone (26%) Historic Tax Credit equity,

in addition to financing generated by the Louisiana
State Historic and New Markets Tax Credits. The
new use will be a 168-room Indigo Hotel.
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These various tax credit combimatioms have produced powerfull housing results
(Summary Exhibit 9). For example, from the inception of federal historic preserva-
tion tax incentives until today (FY 1978-2010), 432,401 housing units have lbeen
completed. Of that total, 229,400 or 53 percent, were existing housing units that
were rehabilitated!, and 203,005 or 47 percent were “newly” created housing wnits
(e.g., housing resulting from the adaptive reuse of once-cormmenciial space). Of the
432,401 total housing units completed under federal historic preservation tax imcen-
tive auspices since the late 1970s, 1¥4(M84, or 26 percent, were affordable to low-
and/or moderate-income (LMI) families (This was often accomplished by combining
the federal HTC with the LIHTC.) That averages to about 3,450 LMI units per year.

In FY 2009 and 2010 combiimed], 12224 LMI units were produced under the federal
HTC. The federal HTC is largely invisible in the housing “radar”, yet it deserves much
greater attentiom, given its total and LMI housing unit productiom. Furtihesr, the LMI
share of HTC housing units is growimng. From FY 2005 through FY 2010, on average,
38 percent of all federal HTC housing has been at LMl levels. In FY 2009, the LM
share of all HTC units reached a high of 49 percent (Sumrmary ExRibit 9).

Summary of Cumulative HTC Impacts

In short, the federal HTC is a “good” investment for the nation, states, and llocal
commumiiiess. We illustrate some facets of this by considering the cumulative (FY
1978-2010) program to date.

+ An imflation-adjusted (2010 dollars) $17.5 billion federal historic tax credit cost
to date has encouraged a five times greater amount of historic mathabillitation
($90.4 billion).

* This rehabilitation imvestment has generated about 2.0 million new jobs and bil-
lions of dollars of total (direct and secondary) economic gains.

* The cumulative impacts to the mational economy iinclude: output ($210.2 lilliion),
graoss domestic product ($103.8 billion), income ($76.3 billion), and taxes ($30.5
billiom, including $22.3 billion in federal tax receipts).

* The leverage and multiplier benefits as noted above give support to the argu-
ment that the federal HTC is a strategic investment. Our results also show that
the federal cost of the FY 1978-2010 HTC—a cumulative $17.5 billion in 2010
inflation-adljusted dolllars—is more than offset by the $22.3 billion in federal
taxes realized to date.

In considering the federal HTC “cost-benefiit,” it should further be realized that our gquan-
tificatiom of HTC economiic and tax consequences are undiastédédd for various reasons:

For various techniical reasons, our estimate of the total rehabilitation cost associated
with the federal HTC (i.e., $90.4 billion in constant 2010 dollars over FY 18978-2010
and $8.8 billion in FY 2009 and 2010 combined) is likely understated. In tandem
them, the economic and tax effects fflowimyy from the rehabilitatiom investment are
understated as well.
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Significant economic and tax benefits accrue from the federal HTC that have not Ibeen
quantified by Rutgers University because they went beyond the scope of the cur-

rent investigatiom. The latter focused solely on the economic effects from the federal
HTC-associated comsttuctidiona—a one-timme investment. In fact, there are recurring year-
by-year economic returns from the federal HTC. These reaurringg benefits include the
federal HTC's investment enhancing tourism, specifically heritage and cultural travel

(a multi-billiom dalllar industry); the historic tax credit providing adaptively-reused and
other commencial space for businesses that annually have a payroll and tax payments;
and the positive federal HTC investment impact on property values, which then yearly
have tax, wealth, and other benefits. We have also not counted the well known (though
difficult to measure) tendency of historic rehabilitation to boost investor and msigtibor-
hood confidence and induce a broader trend toward commmumnity-wide revitalization.

In a related fashiom, we are not capturing how the enhanced “quality of life” (QOL) re-
alized by the federal HTC furthers the national and state economy and public tax gen-
eration (e.g., through such means as attracting the ‘“creative class” and more generally
fromm enhanced worker efficiency, reduced medical expemnses, and the like). In short, the
full economiic and tax benefits from the federal HTC are yet greater than the already
considerable economiic and tax consequences documented in the current study.

10
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SUMMARY EXHIBIT 1
Summary of Federal Historic Tax Credit Statistics

l. Investment/Tax Credit Component FY 1978-2010 FY 2009
and 2010
TOTAL ANNUAL TOTAL ANNUAL TOTAL
AVERAGE AVERAGE

Approved proposed (for tax $65.4 $2.0 $106.7 $3.2 s&1

credit) rehabilitatiom (“Part 2*)

Certified (for tax credit) $48.9 $15 $81.4 $25 $7.9

rehabillitzttoori® (“Part 3*)

Total rehabilitation cost? $54.3 $1.7 $90.4 $2.7 $8.8

Federal tax credit® $10.2 $0.3 $17.5 $0.5 $16

Dutiflar anoaunts alpove are exgreasded in bilfitons

Il. Economiics Impacts FY 1978-2010 FY 2009 and 2010
TOTAL ANNUAL AVERAGE TOTAL

Jobs (in thousands) 2,020.8 612 1451

Income $76.3 $2.3 $6.2

Gross Domestic Product $103.8 $3.2 $8.4

Output $210.2 $6.4 $16.6

Taxes—All Govemment $30.5 $0.9 $2.2

Taxes—Federal Govermment $22.3 $0.7 $15

Taxes—State Govermrmment $4.2 $0.1 $0.4

Taxes—Local Govermment $4.1 301 $0.4

Dutiflar anootints atbove ane exgressded im Billbioans off resd/ 200H0°

Technical Background: The HTC has a multi-step application process encompassing “Part 1" (evaluation of the historic significance of the prop-
erty), "Part 2" (description of the rehabilitatiom work), and “Part 3" (request of certificatiom of completed work). With respect to the HTC's dollar
magnitudie, the most complete data is for the approved propased (for tax credit) rehabilitatiom investment ("Part 2"). We do not have as good
data on the year-by-year certified (for tax credit) rehabilitatiom ("Part 3) volume over the full FY 1978-2008 period. (Only a portion of the "Part
2" rehabilitation is ultimately certified as “Part 3.") Furtiher, we do not have specific data on the total rehabilitatiom investment associated with
the HTC. By way of backgroundi, both “Part 2” and "Part 3" rehabilitation statistics include only what are termed "eligible” or "qualified™ items
(or Qualified Rehabilitation Expenditunes—QRE) for the tax credit as opposed to what are called "ineligible™ or "non-quialified” costs. Examples
of "eligible”/"qurdiified” items include outlays for renovation (wallis, floens, and ceilings, ete.) construction-period interest and taxes, and architect
fees; examplles of "ineligible”/ momaualified” costs include landscaping, flinancingg and leasing fees, and various other outlays (e.g. , for fencing,
paving, sidewalks and parking lots). Whille the "ineligible”/"mnomaialified!” expenses do not count for tax credit purpeses, they are practically a
component of the tetal rehabilitation investment berne by the HTC-eriented develeper and in faet, the tetal rehabilitation investment (ineluding
"ineligible” /" mom-aurlified” eosts) help pump-prime the eeenery. Based on the best published data and through additional ease studies eon-
dueted speeifically for the purpeses of the eurrent investigation, Rutgers estmatres seme of the "missing infermation” neted abeve regarding the
eurulative HTC investment ever FY 1978-2010.

#Data estimated from best available imflonmation

B Equals all rehabilitation outlays—both “eligible”/*qualified” expenses and “ineligible"/non-qualified” costs. The total rehabilitation cost is estimated
by dividing the "Part 3" investment divided by .9. Case study investigation suggests that the "Part 3" amount is closer to 85 percent of the total
rehabilitatiom cost, however we elected to apply the .9 factor to be conservative, that is to derive a lower rather than a higher estimate of the total
rehabilitatiom expense.

¢ Assumes a 25 percent HTC in FY 1978-FY 1986 and a 20 percent HTC in FY 1387-FY 2010. These percentages are applied to the certified nethalbili-
tation (“Part 3")

9 In indicated year dollars—not adjusted for imfiiatiion

¢ In inflation-adjusted 2010 dollars

SOURCES: Department of the Interiar, Natiomall Park Service, Technical Preservatiom Services, Natiomal Coumsiil of State
Historic Preservatiom Offices; and calculatioms by Rutgers Wniversity.
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SUMMARY EXHIBIT 2
Cumulative National HTC Economic Impacts: 1978-~2010

Gross Domestic Product by Sector from Federal Historic Preservation Imvestment
($103,790 million cumuilative, FY 1378-2010)

Government |
Services
Finance, Ins., & Real [Estate
Retail Trade
Wingl esalle
Transport. & Public Utilities
Manufacturing

Construction 09,235
Mining
Agiii. Serv., Forestry, & Fish
Agriculture
$5,000 $10,000 $15,000 $20,100 $25,000 $30,000

(miillions of 2010 $)

Jobs Created by Sector from Federal Historic Preservation lnvestment
(2,020,774 jobs cumullative, FY 1378-2010)

Government | 8,744
Services )
Finance, Ins., & Real [Estate )
Retail Trade
Wihakesale
Transport. & Public Utilities '
Manufacturing '
Construction
Mining
Agpiii. Serv., Forestry, & Fish
Agriculture

0 100,000 200,000 300,000 400,000 500,000 600,000 700,300
(jobs)

Income Created by Sector from Federal Historic Preservation lInvestiment
($76,292 million cunuilative, FY 17&-2010)

Government |
Services
Finance, Ins., & Real [Estate
Retail Trade
Wihdkesalle
Transport. & Public Utilities '
Manufacturing
Construetion
Mining
Agpiii. Serv., Forestry, & Fish
Agriculture

$5.000 $10,000 $15,000 $20,000 $25.000 $30,000
(miillions of 2010 $)
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SUMMARY EXHIBIT 3
National HTC Economiic Impacts: 2009-2010

Gross Domestic Product by Sector from Federal Historic Preservation Investment
($8,419 million comibiimed], FY 2009 and 2010)

Government

Services
Finance, Ins., & Real Estate
Retail Trade
Winal esalle
Transport. & Public Utilities
Manufacturing
Construction
MiRing
Agiii. Serv., Forestry, & Fish
Agrriculibure

$0 $500 $1,00 $1500 $2,00 $2,500
(miillioms of 2010 $)

Jobs Created by Sector from Federal Historic Preservation lnvestment
(145,149 jobs combimed], FY 2009 and 2010)

Government

Services
Finance, Ins., & Real Estate
Retail Trade
Wihallesalle
Transport. & Public Utilities
Manufacturing
Construction
MiRing
Agiii. Serv., Forestry, & Fish
Agrriculibure

$3,000

0 10,000 20,000 30,000 40,000 50,000 60,000
(jobs)

Income Created by Sector from Federal Historic Preservation lInvestment
($6,224 million combiimed!, FY 2009 and 2010)

Government |
Services
Finance, Ins., & Real Estate
Retail Trade
Winal esalle
Transport. & Public Utilities
Manufacturing
Construction
MiRing
Agiii. Serv., Forestry, & Fish
Agrriculibure

70,000

$0 $500 $1,000 $1,300 $2,000 $2,500
(miillioms of 2010 $)
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SUMMARY EXHIBIT 4
Employment Impacts to the Natiomal Economy from the Historic
Tax Credit Rehabilitatiom Imvestiment

FY 2009 and 2010

Ak

LEGEND

Employmeint

Numiber of Jobs
0-976
N-2,527

I 2528-5,228
I 522053 3500
I 3 301-16,638
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SUMMARY EXHIBIT 5
Income Impacts to the Natiomal Economy from the Historic
Tax Credit Rehabilitatiom Imvestiment

FY 2009 and 2010

LEGEND

Income

Millions of 201®$
$0-$25
$26-$100

$101-$212
N $21%3-$375
N $376-$695
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SUMMARY EXHIBIT 6

Federal Historic Tax Credit, Fiscal Years 1978-2010

1978
1979
1380
1981
1982
1983
1984
1985
1986
1987
1988
1989
1990
1991
1992
1993
1394
1995
1996
1997
1998
1399
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010

140
300
346

738
1128
2,165
2,123
2,416
1,661

1,084

865
927
750
608
491
468
641
812
1130
1,720

2,085

2,303

2,602

2,737

3,272

2,733
3,878
3127
4,082
4,346
5,641
4,697
3,418

140
440
786
1524
2,652
4,817
6,940
9,356
11,017
12,100
12,965
13,894
14,642
15,250
15,741
16,209
16,850
17,662
18,792
20,512
22,597
24,900
27,502
30,239
335Mm
36,244
40121
43,248
47,330
52,676
57,317
62,014
65,432

#These figures are in nominal indicated year terms, that is not adjusted for iinfilation

512
635
614
1,375
1,802
2,572
6,214
6,117
2,964
1,931
1,092
994
814
678
719
538
560
621
724
902
1,036
973
115
1276
1,198
1270
1,200
1,101
1,253
1045
1,213
1044
951

512
1,147
1,761

3,136
4,938
7,510
13,724
19,841
22,805
24,736
25,828
26,822
27,636
28,314
29,033
29,571
30131
30,752
31,476
32,378
33,414
34,387
35,502
36,778
37,976
39,246
40,446
41,547
42,800
43,845
45,058
46,102
47,053

SOURCES:: Department of the Interior, Natiomal Park Service, Technical Preservation Services; Natiomal Coundil of State
Historic Preservatiom Offices; and calculatioms by. Rutgers Wnivenrsity
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SUMMARY EXHIBIT 7
Federal Tax Incentives for Rehabilitating Historic Buildings,
Fiscal Years 1978-~2010

Investments—Part 2s (Real 2010 $) - pvestments—Part 2s (Nomiimeal $) —_— Approved Projects—Part 2s

FISCAL YEAR
Notes: Tallies are Part 2s

SUMMARY: EXHIBIT 8
Total Rehabilitatiom Costs® Associated with the Federal Historic
Tax Credit, Fiscal Years 197&-2010
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EISCAL YEAR

Notes: Figures are estimated and are in inflation adjusted 2010 dollars.
# Includes all rehabilitation outlays—both “eligible”/“qualifled” and “imeligjtble’/"non-qualifled” expenses.

SOURCES: Department of the Interior, Natiomal Park Service, Technical Preservation Services; Natiomal Coumsiil of State Historic Preservation
Offfteeis; and calculations by Rutgers University. Preservation
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SUMMARY EXHIBIT 9
Federal Historic Tax Credit Involving Housing, Fiscal Years 1978~-2010

1978 6,962 3,876 3,086 1187 17%
1979 8,635 4,807 3,828 1,485 17%
1380 8,349 4,648 3,701 1435 17%
1981 10,425 6,332 4,093 3,073 29%
1982 416 6,285 5131 2,635 23%
1983 19,350 12,689 6,661 3,792 20%
1984 20,935 16002 4,933 142 1%
1985 22,013 16,618 5,395 868 4%
1986 19,524 12,260 7,264 640 3%
1987 15,522 1206 4,216 1241 8%
1988 10,021 7,206 2,815 592 6%
1989 1316 7577 3,739 2,034 18%
1990 8,415 6,098 2,317 1,993 24%
1991 5,811 4,081 17730 1288 22%
1992 7,536 5,523 2,013 1762 23%
1993 8,286 5,027 3,259 1,546 19%
1994 10,124 6,820 3,304 2,159 21%
1995 8,652 5,747 2,905 2,416 28%
1996 545 5,537 6,008 3,513 30%
1997 15025 5,447 9,578 6,239 42%
1998 13644 6,144 7,500 6,616 48%
1999 13833 4,394 9,439 4,815 35%
2000 17,266 5,740 350 6,668 38%
2001 1546 4,950 6,596 4,938 43%
2002 13886 5,615 8,271 5,673 41%
2003 15,374 5,715 9,659 5,485 36%
2004 15,784 5,738 10,046 5,357 34%
2005 14,438 5,469 8,969 4,863 34%
2006 14,695 6,411 8,284 5,622 38%
2007 1BDO6 6,272 117724 6,553 36%
2008 17051 6,659 10,392 5,220 31%
2009 13743 5,764 7979 6,710 49%
2010 13273 6,643 6,630 5,514 42%
Total 432,401 229,400 203,005 14,084 26%

SOURCES: Department of the Interior, Natiomal Park Service, Technical Preservation Services; and calculations by Rutgers University
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SUMMARY EXHIBIT 10
2009 Federal Historic Tax Credit Value by Zip Code in St. Louis, Missouri

SOURCES: Rutgers University (Luke Drake) and the Department of the Interior, Natiomal Park Service, Technical Preservatiom Services
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SECTION 1

Economic Impacts of the Federal
Historic Tax Credit and the Importance
of State Historic Tax Credits

Rutgers University has estimated the real (inflation-adjusted to 2010 dollars) total reha-
bilitation investment throughout the United States that was enabled by the federal HTC
at about $90.4 billion for the cumulative period FY 1978 through FY 2010 and approxi-
mately $8.8 billion for the combined FY 2009 and FY 2010 periodl. These two total fed-
eral tax credit-aided historic rehabilitatiom outlays can be translated into ensuing total
economic benefits. Before quantifying these effects, we must explain what is meant by
total economic impacts from an investment and how these are determined.

This study examines the tottd/ economic

impacts of federal tax credit-aided hister-  The real total rehabilitation imvestment
I6 renaRIitatian SRComRasSINBRINS  anahled Hyy tthe fiederal kS atahaut $9O 4

dirtemtt and nmmmh:érer ePecﬂs The cldnesct

impast component eensists of \aber and  BIllIGR fOF the cumulative peried FY 1978

matsrial Bur@mss@ss magke s egiffi&;.algyfﬁqr W&P@h EY 2010 ahg gip@r@)&imi@ky §§_.§

the rehabilitation activity. The multiplier Y .

teh1‘fe‘ercetga|?fcl8raréloorr:a\e}ccet WHat are rafdRrdd &o pillign for the combined FY 2009 and FY
sfpeiprinsReR bR baEn SRR TednR- 2010 rpagrrllgd

aRaKlest TRA JHRBSEE N RSB SORERT

gHRBEES oFN® BKHACY JMRASHAS AR BANEEes by industries that produce the items pur-

ERBSISISOF BRE PHHASHLT ARSI RtaNE S ERLRAE) PYhE ANSLIRS hab P EYRFo B HE R RIS

ehegRd o dRBItIFLR iH 8B aR) R o R s ThreviRsluesd i iBRFL 0 RHRBP BifREfi9cypes

MR gy ReRAIIHE AR, BY IheshavsehrifisePlRIkssadnyolvadraifE st b or

HISiEe Rt Ve WAty AR i BALYIYY aifedl ysipder. WA BRSNS B tReahfrdysR Srstiecldthe

Risteds R aRilftakier tisAgH g C T HE R s NS P WEHESER et il RaTR_UcEd e

HM2siqarstnaiflir st é?@)ﬁ’é%reﬁ%‘?ﬂ@@é‘&?ﬁ%gﬁwenditures of the workers at both the

mill and the hardware store are induced impacts.

Economists estimate direct, indirect, and induced effects using an input-eutput (I-0)
modiel. This study specifies the total economic effects of federal tax ¢credit-aided
historic rehabilitation through a state-of-the-art I-O modlel developed by the Rutgers
University Center for Urban Policy Research (CUPR) for the National Park Service, Di-
vision of Cultural Resources, National Center for Preservation Technology and Traiin-
ing. The modlel is termed the Preservation Economic impact Model (PEIM).
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In the current analysis, the PEIM is applied to both camudgtvére (FY 1978 through 2010)
federal tax credit-aided historic rehabilitation investment in the United States (albout
$90.4 billion in 2010 inflation-adjusted dolllars) and to the twwygear FY 2009 - 2010 tax
credit-aided rehabilitatiom investment (about $8.8 billion in 2010 dallars) throughout the
nation. In applying the cumulative analysis, we consider the effects of the $90.4 billion
rehabilitation investment as if effected in one year (2010), rather than retroactively back-
dating and applying the economic model for each of the 33 years encommpassing the FY
1978-2010 study period. The results of the PEIM modiel include many fields of data. The
fielltds most relevant to this study are the total impacts of the following:

JOBS: Ermpbyymeamtnt, batth peatt- and! fullltitinae, by plécee of worlk, esfstinated
using the typdad/ jab chammtéastitics of eacth indlissfyy. (Manufacturing jobs, for
examplle, tend to be full-time; in retail trade and real estate, part-time jobs
predomimatez.) All jobs generated at businesses in the region are imcluded,
even though the associated labor income of in-commuirs may be spent out-
side of the region. In this studly, all results are for activities occurring within
the time frame of one year. Thus, the job figuress should be read as job-years,
where several individuals might fill one job-year on any given project.

INCOME: “Farmesty” or labar incamee, spexifitatyly wagess, salaritss, and’ ppogpri-
etass’ incomee. Income does not include non-wage compensation (such as ben-
efits, pensioms, or insurance); transfer paymenits; or dividends, interest, or rents.

WEALTH: Value adibbeb-Hibe sutbradbioalal equiniaiéant of grasss o donmesitic
praaitioct (GDP). At the state level, this is called gross state product (GSP) or,
in some public data, GDP by state. Value added is widely accepted by econo-
mists as the best measure of economic well-being. It is estimated from state-
level data by industry. For a firrm, value added is the difference between the
value of goadis and services produced and the value of goodis and mon-labor
services purchased. For an industry, therefare, it is compased of labor imcome
(net of taxes); taxes; non-wage labor compansatiam; profit (other than propri-
etors’ income); capital consumption allowances,; and net interest, dividendis,
and rents received,

OUTPUT: Of the measures in any input-output report, perhaps the least
well-defined one is that labeled “outpuit” Outtt is deffiredd as the value of
shipmeatsts, wiitth is repmotéed in the Ecomonivc Census. The value of shipments
is very closely related to the notion of business revenues. Thus it is NOT the
“output” to which most other economists refer and which is better known as
“gross domestic product” (GDP).

TAXES: Tax revenuess gameeaed by the acthityy. The tax revenues are detailed
for the federal, state, and local levels of governmemnt. Totals are calculated
by iimdustry.

Fedked/ tax revenues include corporate and personal income, Social
Security, and excise taxes, estimated from calculatioms of value added

and income generated.
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Statke tax revenues include income, excise, sales, and other state taxes,
estimated from calculatioms of value added and income generated (e.g.
visitor purchases).

Local/ tax revenues include payments to sub-state governmemts, mainly
through property taxes on new worker householdis and businesses. [Local
tax revenues can also include sales and other taxes.

Exhibit 2.2 shows the cumudivéde economic impacts of the federal tax credit-aided his-
toric rehabilitatiom over FY 1978 through FY 2Q010—a span of 33 years. Exhibit 2.3 quanti-
fies the two year economic impacts of the federal tax credit-aided historic methatbillitation
in FY 2009-4FY 2010 alone.

The major data reported in these two exhibits is organized into the following sections:

. Total Effects

Il. Distribution of Effiect/Multiplier

Ill. Composition of Gross State Product

IV. Tax Accounts

V. Effects Per Million Dollars of Initial Expenditure

Each of these sections is described in detail in Exhibit 2.3. With this background presemnt-
ed, we can turn to our fifictings.

ECONOMIC IMPACTS OF CUMULATIVE FEDERAL HISTORIC TAX
CREDIT-AIDED TOTAL REHABILITATION INVESTMENT IN THE UNITED
STATES (FY 1v&-2010)

Between FY 1978 and 2010, an estimated cumulative total of about $90.4 billion

of historic rehabilitatiom was aided by the federal historic tax credit. The total eco-
nomic impacts to the nation from the $90.4 billion in cumulative historic rehabilita-
tion spending include about 2.0 million jobs generating an additiomal $210.2 billion in
output, $76.3 billion in income, $103.8 billion in gross domestic product (GDP), and
$30.5 billion in taxes ($22.3 billion federal governmemnt taxes, $4.2 billion state gov-
ernment taxes, and $4.1 billion local government taxes). (See Exhibit 2.2).

The benefits that accrue from the cumulative investment in federal tax credit-aided
historic rehabilitatiom projects are extensive. Almost all sectors of the nation’s ecomomy
see their payradlls and productiom increased (Exhibit 2.2). Just under 30 percent of the
national-based jobs from the cumuillative $90.4 billion tax credit-aided nmehabilitation
investment (approximately 592,000 of 2,021,000 jobs) and natiomal grass domestic
product ($29.2 billion of $103.8 billion GDP) created by historic rehabilitation aided

by the cumulative federal HTC accrue to the natiom’s constructiom industry; this is as
one would expect, given the share of such projects that require the employment of
building contractons. Other major economic sector beneficiaries are services (360,000
jobs, $13.7 billion in GDP) as well as manufacturing (411300 jobs, $26.6 billion GDP)
and the retail trade (298,000 jobs, $7.8 billion GDP) sectors. The fiinance insurance and
real estate (FIRE) sector garners 154,000 jobs and $13.7 billion GDP. As a result of the

23



SECOND ANNUAL REPORT ON THE ECONOMIC IMPACT OF THE FEDERAL HISTORIC TAX CREDIT |eBEMA4YNHESIS

interconnectediress of the natiomal economy and because both direct and multiplier
effects are considered|, other segments of the natiomal economy not irnmediately
associated with historic rehabilitatiom are affected as well, such as agriculture, min-
ing and transportatiom and public utilities, or TPU. (See Exhibit 2.2 for detaiils.) For
instance the TPU sector realizes a gain of 79,000 jobs and about $6.0 billion of GDP.

Exhibit 2.4 summarizes the key economic effects (employment, income, GDP, out-
put, and taxes) by year of the federal tax credit-aided rehabilitation investment for
each of the 33 years spanning the FY 1978-FY 2010 study periodl.” For instance, in
inflation-adjusted dolllars, 1985 was the near peak year® of investment when $4.7 bil-
lion of total federal tax credit-aided rehabilitatiom investment occurred.. (This timing
was no accident as the 1985 peak reflected the run-up of investor interest evoked
by the expanded scope of the tax credits brought about by the Economiic Recov-
ery Tax of 1981.) As the near peak year of investment, 1985 would also have real-
ized more significant economiic benefits from the federal tax credit-aided activity,
such as about 105000 jobs and $4.0 billion income. (These and the other values in
Exhibit 2.4 are in 2010 terms.) See Exhibit 2.4 for more detaiil on the 1985 ecomnomic-
effects from the HTC as well as for earlier or later years,

ECONOMIC IMPACTS OF FEDERAL HISTORIC TAX CREDIT-AIDED
REHABILITATION INVESTMENT IN THE UNITED STATES, COMBINED
FY 2009 AND 2010

As noted earlier, the federal historic tax credit-aided rehabilitation investment in FY
2009 and 2010 combimed is about $8.8 billiom. The total natiomal economic impacts
of this include 145M00 jobs generating $16.6 billion in output, $8.4 billion in GDP,

$6.2 billion in income and $2.2 billion in total taxes ($1.5 billion federal government,
$0.4 billion state government;, and $0.4 billion local government). (See Exhibit 2.3.)

As with the cumulative FY 1978-FY 2010 rehabilitation effects, the two-year FY 2009
and 2010 investment in historic rehabilitation accrues benefits acrass the matiional
economy (Exhibit 2.3). For instance, of the $8.4 billion in GDP, $2.7 billiom, $2.4 billion,
and $1.1 billion are found among the following three economiic sectors respectively:
constructiom, manufacturimg, and services. GDP gains of about $500 to $700 mil-

lion apiece are realized by the retail trade industry and as well as the fiinancs, insur-
ance, and real estate industry. A GDP additiom of about $300 million is realized by the
whalesale sectar. (See Exhibit 2.3 for further details.)

The nattémab/ impacts of the two-year FY 2009 and 2010 federal tax credit-aided reha-
bilitation investment from each state as of that year is summarized in Exhibit 2.5. For
instance, the eleven states shown below had considerably varying levels of tax credit
investment as of FY 2009 and 2010 and with that, very different levels of matiional-

7 This should be interpreted as follows in applying the cumulative FY 1978-2010 analysis. We consider the effects of the
$90 billion investment as if effected in one year, namely 2010. Thus, wihem Exhibit 2.4 shows the economic effects for each
year over FY 1978-2010, we are not backdating the modiel to each of these years, but rather indicating wihat each year's
investment realizes in 2010 values,

8 The absolute peak was in 2009 when the total rehabilitation investment related to the federal historic tax credit neached
about $5.0 billion in inflation-adjusted 2010 dollars.
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level job and income effects. While the effects to the nation are showm, as we shall see
below, most of the benefit is retained within each state’s lboundaries.

State FY 2009 and 2010 HTC-Aided Selected Natiomal Economiic Impacts
g sg%z‘gt;t':::ignr‘\zfmment 1088 l(TlNc ?5’2@ $ MILLIONS)

Alabama $21.6 399 $13.7

Florida $381.4 6,647 $269.4

lllinois $216.2 3,188 $1574

Indiana $168.3 2,950 $120.3

Michigan $528.8 8,402 $374.6

New York $491.7 8,135 $350.4

Ohio $238.5 4,284 $169.8

Oregon $195.8 3,463 $1421

Pennsylvania $380.0 6,176 $275.8

Virginia $727.9 12,250 $520.9

Washingtomn $115.6 1852 $82.9

The considerablle state-level capture of the national-level economic effects from the
federal tax credit-aided rehabilitatiom investment is illustrated through meconnais-
sance investigatiom in three states: lllinois, Missouri, and Pennsylvamia. In FY 2009
and 2010, the federal tax credit-aided rehabilitatiom investment in these three lloca-
tioms amounted to $216.3 million, $974.1 milliom, and $380.0 million, respectfuilly. For
these three states, we quantify national-level and/ state-level impacts, the latter a
new geographic analysis not yet conducted in this studly. The results are summarized
in Exhibit 2.6.

For example, the national economic impacts of the FY 2009 and 2010 $974.1 million
in tax credit-aided historic rehabilitatiom investment in Missouri include 16,700 jobs
generating an additiomal $1.9 billion in output, $695 million in income, $920 million in
GDP, and $161 million in taxes (Exhibit 2.6, upper portiom). The Missouri retained por-
tion (Exhibit 2.6, lower portiom), of the FY 2009 and 2010 $974.1 million in historic
rehabilitatiom spending translates to 124100 jobs generating $1.2 billion in output,
$523 million in labor income, $64i1 million in grass state product (GSP), and $199
million in taxes. The in-state wealth (GSP minus business-paid federal taxes) resuilt-
ing from rehabilitatiom expenditures amounts to $569 milliom, indicating a high 89
percent retention rate.

Similar high state-level retention rates characterize lllinois and Pennsylvania as well.
(Compare the state-level economiic impact portion of Exhibit 2.6 to the mattional-level
economic impact portion of same exhibit.) It stands to reason that the lion’s share of
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the economic benefits from the construction activity aided by the federal tax credit
stays within a given state’s boundiaries as opposed to “leaking” elsewhere®. That is
borne out by the three states (lllingis, Missouri, and Pennsylvania) meconnaissance
investigation and likely characterizes most other states as well. Thus, much of the
nationaldevel impacts from the FY 2009 and 2010 federal historic tax credit-aided
investment that occurs in each state (Exhibit 2.5) is likely retained at the state level.

STATE HISTORIC TAX CREDIT AND LESSONS
FROM THE HHEARTHLANND-KANSAS

A total of 33 states have already supplemented the federal historic tax credit (HTC) with
a state HTC of their own; an additional four states have legislation imtroduced to create a
state level credit that would supplement the federal HTC. These 37 innovating states are
shown in Exhibit 2.7 with further detail on these state HTCs available fromm Novogradac
and Company LLP.

An example of the prowess of a state HTC is provided by the Kansas state historic tax
credit (KHTC). We summarize the following description of the KHTC from Rutgers
University research completed in March 2010} (Note: some of the specifics of the
KHTC have changed since the release of this r&port).

Implemented! in state fiscall year 2002, the KHTC providles for a state income tax
credit equal to 25 percent (30 percent for non-profits) of qualified expenses on
qualified historic structures used for either income-producimg or non-income pro-
ducing purpases. The KHTC builds from and addis to a federal HTC (20 percent)
which has been in place for decades. As other state historic tax credits and refillect-
ing the best of creative federalismm, the KHTC is more fllexilile to use than the fed-
eral HTC. Examplies of more fllexiklke KHTC provisioms include: an ability to apply
the credit to historic residences (the federal HTC is restricted to immameproducing
properties only), a more realistic minimum investment requirement (the federal re-
quirements in this regard disqualifies many wortihwihile projects), the right to trans-
fer the state tax credits so as to make these more attractive to investors (prohibited
in the federal HTCs), and the ability for non-profit organizatioms to use the state
HTC (severely limited with respect to the federal HTC).

The KHTC may be used in combimatiom with the federal HTC (thus offering a com-
bined credit of 45 percent) or only the 25 percent state tax credit may be used (e.g.,
in instances where the federal HTC is ineligible, such as the rehabilitatiom of a resi-
dence as opposed to an income-producing property).

From FY 2002 through FY 2009, the KHTC has aided about 540 completed projects
with an aggregate estimated total project dollar cast™ of $245 milliom, or $271 million
in inflation-adjusted (2009) dollars. A state tax credit of about $53 milliom, or $69

million in inflation adjusted ddlllars, enabled the rehabilitatiom investment: an approxi-

9 The amount of “leakage” willl vary by state, for instance, whetther or not a state can supply the steel and Illumber
used in removation.

10 David Listokim, Michael Lahr, McCaela Dafferm, David Stanek and Deb Sheals, Economic Benefits and Impact of Histtoric
Rehabilitatiom Tax Credits in Kansas. Research conducted by the Rutgers University Center for Urban Policy Research for
the Kansas Preservation Alliamce. March 2010.
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mate 1 ttw 4 teax aresditt tto | irves$ bt raditom—
that reflects the typiical 25 percent KHTC.

The KHTC has been used widely in Kan-
sas—in about 50 counties—because many
locations in this state have tax credit-eligible
buildings. These buildings need metebiliitation l

which is abetted by the tax credit’s fifizancial |
While there is general widlespread use of the '

incentive. The overall widespread geographic [
state historic tax credits in Kansas, there are | —
"hotspots” of more intense utilization of the 1 I I [ H ’

incidence of the Kansas historic tax credit
is shown in Exhibit 2.8, which indicates the
Kansas county distributiom of the credit by
project cost (totaling to $245 million).
program (see Exhibit 2.8) reflecting umnder-
standably such factors as the clustering of
the state’s populatiom and business activity
(e.g., more in the Kansas River Valley and
Central Wichita regions and less in rural
western Kansas) and other influences (e.g.,
the distributiom of the state’s older wrban
and rural centers and varying local kmow!- Cleveland Institute of Art (CIA) McCullough Center,
edge of and interest in the program). Cleveland, Ohio: The Cleveland Institute of Art received a

2011 Preservation Award from the Cleveland Restoration Society
and AlA Cleveland commending the renovation of the 96-year-

What is the nature of the local areas where old Joseph McCullough Center for the Visual Arts on Euclid
the KHTC has been used? We conclude this Avenue. *We are delighted to receive this recognhition from the

L . Cleveland Restoration Socisty and AlA Cieveland,” said CIA
chapter by describing selected population President Grafton J. NUReS.

and housing characteristics of the zip codes

where the KHTC has been used (all zip codles and “top 10" KHTC activity zip codes)
and how these compare to the average for all zip codes in Kansas. The information is
summarized in Exhibit 2.9. It shows that relative to the populatiom and housing charac-
teristics of all zip codes in Kansas, zip codes in this state where the Kansas historic tax
credit has been used (both all such zip codles and “top 10" KHTC activity zip codes)
have the following relative characteristics:

1 Higher density (populatiom per square mile)

2. Higher share of population classified as “urban”

3. Greater minority population (i.e., higher percentage of mon-whites
and Hispanics)

4. Lower median household income and higher economic distress (as measured
by percentage in poverty and percentage umemployed)

1L This cost is for the total rehabilitatiom outlay wiich includes both “qualifying expenses”—the portiom of total nethalbilitation
costs that qualify for the state tax credit (e.g., rehabilitatiom of wallls, door and windiowmss, construction-period! interest and
architect fees) and “non-qualifying expenses”—outlkays that are not eligible for the state tax credit (e.g., imfrastructure,
parking lots, sidewalks and lemdscaping).
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5. Higher share of renter-occupied housing (as opposed to owner-occupied)
6. Similar housing value (for owner-occupied home)

7. Greater housing affordability problem (as measured by households paying
more than 30 percent of their income for housing expenses)

These characteristics of the local “hotspots™ of KHTC activity strongly suggest that
the program is aiding areas of higher stress and need.

The KHTC has markedly enhanced HTC investment in Kansas. In the 21-year pre-
Kansas HTC period), there were a total of 50 federal HTC projects or an annual
average of 2.4 projects per year. In the 8 year postKamsas HTC period), there was
an approximate tenfold increase to 542 Kansas HTC projects (both state-alone amnd
state-and-federal-combiimed)) and the annual average project volume imcreased
almaost 30 times to 68 HTC projects yearly. Rehabilitatiom project cost also mush-
roomed. In the 21 year pre-Kamsas HTC periodl, a total of $114 million (inflation-
adjusted 2009 dollars) was expended on federal HTC-assisted projects, or an
average of about $5.4 million per year. In the 8-year span (FY 2002-2009) when
the Kansas HTC has been in effect, there was almost a twe and a half-fold iimcrease
in Kansas HTC projects (again both state-alone and sitite-ad-ledersll-combined)
to $271 million and the annual average project volume rose six-fold to $33.9 million
(all inflation-adjusted to 2009 dollars).

Others observing this before-and-after picture have remarked on the spurt of tax
credit-aided historic rehabilitatiom investment that took place in Kansas after the
state tax credit was put in place. The following quote fromm the Kansas State His-

torical Society (2006) is iilustrative:

In Kansas, the federal tax credit program has been active since the late 1970s,
but the activity has been very limited in comparisom to other states. For many
years, Kansas’ neighbor to the east, Missouri, ranked at the top of the list for
numbers of projects and for investments by property owners in these mehabili-
tatioms. Kansas saw flifty federal tax credit projects between 1980 and 201...
During those years, Kansas ranked between thirty-second and florty-eight
among the states and territories for numbers of projects and amounts imvested.

Beginning in 20@, Kansas added a second tax credit toal: its State Rethalbilita-
tion Tax Credit Program..Kansas has seen more federal tax credit projects and
more investment in historic rehabilitatiom in the last five years than in the previ-
ous twemnty. Since 20@1l, sixty-five federal tax credit projects were completed,
with an additiomal 173 new state tax credit projects. These 238 projects mepre-
sent an investment of more than $98 million in Kansas’ historic properties.

While there are many influences on the magnitude of tax credit-aided imvestiment
in historic rehabilitatiom, such as the varying market demand-supmly, bank lloan
availability, and interest rates linked to the fliigtuatingg national and state economic
and real estate cycles, the evidence in Kansas and other states (e.g., Missouri) sug-
gests that the presence of a state tax credit and the termms of that credit do iinfilu-
ence investment in the historic building stock.
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What is the overall impact of the state historic tax cred-
it program on the state’s economy? The short answer
is quifee sutistaatiala/ for major economic benefits have
ensued from the KHTC-aided investment (Exhibit 2.10).
The in-state (to Kansas) total (direct and multiplier)
economiic impact from the $271 million of KHTC-assiist-
ed rehabilitatiom include 4,443 jobs generating $323
million in output (total value of economic shipments),
$142 million in labor income, $183 million in gross state
product or GSP (wealth or value added at the state
level), and $56 million in taxes ($41 million fedevral, $8
million state, and $7 million llocal).

The benefits that accrue to Kansas from the cumulative
investment in tax credit-aided historic mnefabilitation
projects are extensive. Almost all sectors of the state's
economy see their payrallls and productiom imcreased.
Just under half of the Kansas-based jobs from the ]
cumuillative ($271 million) tax credit-aided rehalbilita-
tion investment (2,003 of 4,443 jobs) and Kansas gross
state product ($84.8 million of $182.9 million GSP) cre-
ated by historic rehabilitatiom withim Kansas accrue to
the state’s constructionm industry. This is as one would
expect, given the share of such projects that require

vi > 420, I Klahoma: Opened in 1910,

the employment of building contractars. Other Kansas Mayo 420, at Fifth and Main streets is one of Tulsa’s
; i ciai : ; g e o_Idest_ buildings. It is also one of Tul_sa’s more

maJ?r beneficiaries are Servm@? (832 jobs, %27 & mil historic structures and is on the National Register of

lion in GSP) as well as the retail trade (605 johs, $14.4 Historic Piaces. Its roots are deep in the history of

million GSP) and manufacturing (500 jobs, $261 million ~ Tulsa’s oil boom.

GSP) sectors. As a result of the interconnectediress of

a state's economy and because both direct and multiplier effects are considered,
other sectors of the economy not immediately associated with historic rehabilita-
tion are affected as well, sueh as agrieultun®, Mining and transportatiom and publie
utilities (Exhibit 2.10).

How does tax credit-aided historic rehabilitation fare as an economic pumip-primer
vis-a-vis other non-preservation investments? The short answer is quitte well. A $1 mil-
lion investment in historic rehabilitation in Kansas realizes a markedly better ecomom-
ic effect to Kansas with respect to employment, income, GSP, and state-local taxes
compared to a similar increment of investment (i.e. $1 million) in an array of residen-
tial and nonresidential new constructiom (including building highways) in Kansas or

a $1 million investment in an array of business activities important in Kansas, such as
manufacturing (e.g., electrical machinery and autormaliile), agriculture (wheat farm-
ing), and services (telecommumicatiom). It is not a question of historic rehabilitatiom as
opposed to other pursuits, but rather historic rehabilitation joining in a holistic fashion
the many activities of the broader economy in Kansas so as to realize the commend-
able strong economiic "bang for the buck” offered by that rethalbiliitation.
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Case study analysis of KHTC implementatiom points to many additiomal qualita-
tive benefits of the state tax credit, ranging from providing affordable housing to
encouraging downtowm economic development. For instance, an observer of the
Philip Hardware Store rehabilitatiom concluded that the rehabilitatiom of the store
and other projects in Hays “would not have been possible to date without the
tax credit programs. The fundls associated with redevelopment cost exceed the
amounts that can be satisfied or lbor-
rowed, so the tax credits provide the

A Leavenworth County commissioner necessary incentive to continue with

described the renovated county the jprojects.”

courthouse as a “masterpiece” and noted  The cases have also sprouted local

that the refurbished building has been economic “shoots.” For example, in
. . the Eagle’s Lodge project, almost all

very popular with the general public. the $800,000 spent to ehalbilitate

the building occurred in Wichita or
enviroms; all of the contractars and suppliers of material were from Wichita or
nearby towms. The property owner is now paying more than five tinmes as much
property tax as he was before the nethalbilitation.

The case studiies also point to how the KHTC (as well as other allied programs)
have helped foster the stabilization-revitalizatiom of older yet important meigh-
borhoodis in Kansas and have encouraged adaptive reuse, sometimes with the
added bonus of providing affordable housing. To illustrate, the Ruosexeb-ILincoln
project converted a recently vacated public schoal in downtowm Salina into 61
low-income senior apartmmemttss; a property once described by the local mewspaper
as having the potentiial to become a “conspicuous downtowm eyesore” is now an
architectural gem in the center of the commmumiitty. Concerning the Eagle’s lLodge
rehabilitatiom and other KHTC efforts in Wichiita, the city’s senior planner conclud-
ed that "the historic tax credits are an invaluable tool for relocating businesses in
the downtowmn area.” A Leavenworth County comnriissioner described the removat-
ed county courthouse as a "masterpiece” and noted that the refurbished building
has been very popullar with the general public.
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EXHIBIT 21
Explanation of Division-Level Economic Impacts Specified
in the Current Study

The economiic divisional-level results specified in the current study (Exhibits 2.1 and 2.2)
include the following sections explained lbelow.
SECTION I-TOTAL EFFECTS

Total effects by division including both direct and multiplier (indirect and induced) effects.

SECTION II—DISTRIBUTION OF EFFECTS MULTIPLIER

0  Sum of all division direct effects

112  Sum of all division multiplier (indirect and induced) effects

13 Total effects (the sum of Il.1 and ll.2)

14 Multiplier ratio of total effects (11.3) divided by direct effects (li.1)

SECTION I1l—COMPOSITION OF GROSS STATE PRODUCT

This comprises:

MM Wages that are Net of taxes paid at the employer's location?;
112 Taxes—local state and federal; and

13 Profits, dividendss, rents, and other—which depending on the yem@r of the GDP data
used in the analysis, gempgapio/;y, and sectbor involved can be either positive or megative.

i Total gross state product (sum of lIL1, lll.2, and lll.3)—the latter is from the ffinms
(or “business") expenditure accounts

SECTION IV—TAX ACCOUNTS

The sum of taxes remitted by both business (see Section Ill) and householdls (where the liait-
ter are not included in the section lll gross state product) accounts. Section IV encompasses
for both business and households:

IVl Wages—Net of taxes at place of work (for business) and place of residence for mon
in~-commuting households.

IV.2 Taxes by level/ of government (local, state, and federal) and typme (e.g., for federal—
general and social security). Note: the taxes in Section lll are for business only while
taxes in Section IV include the business taxes from Section lll and add as well
household-generated! taxes.

ages—Net ol taxes are no e Same as "Iincome” (shown In Section 'or INcome Includes wai . Salaries, proprie S Income, and em ‘er-pal axes.
*Wages—Net of . t th * (shown in Section I) for i includ ges, salaries, proprietor's i d employer-paid t
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Economic and Tax Impacts of Federal HTC Investment on the Nation,
Fiscal Years 1978-2010 ($90.4 Billion)

OUTPUT (0%)

I. TOTAL EFFECTS (Direct and Imdinesziy/Induced)*

Agriculture

Agriii. Senv., Forestry, & [Fish
IMiimiing

Consitiruction
Wamufieacturing

Transport. & Public Wtilities
Wholesale

Retail Trade

. Finance, Ins., & Real Estate
10. Services

1. Gowemmment

Total Effects (Private and Public)

@RNDOA W

I. DISTRIBUTION OF EFFECTS/MULTIPLIER

1 Direct [Efffects

2. Indirect and Induced [Efffects
3. Total [Effiects

4. Multipliers (3/1)

11l. COMPOSITION OF GROSS STATE PRODUCT

1 Wages—Net of Taxes
2. Taxes
a. lLocal
b. State
c. [Federal
General
Social Security
3. Profits, dividendts, rents, and other
4. Total Gross State Product (1+2+3)

IV. TAX ACCOUNTS

2,230,083.8
1082,070.7
3,945,475.2
41,056,241.6
74,524,759.6
14,405,536.6
8,621,910:1
13,417,654.7
20117,7126.6
29,732,142.6
10731301

210,206,679.6

90,422 8.7
118 /483,837.9

210,206,679.6

2.325

EMPLOYMENT

(JOBS)

14,695
19,630
16,448
5@1,911
410,868
79,216
67,910
297,977
153,818
359,557
8,744

2,020,774

952,230
1,068,544
2,020,774

2122

BUSINESS (@00$%)

INCOME (0$)

154,896.4
376.566.3
961,677.6
23,909,149.6
17,308,897.7
3,596,443.4
3,506,120.2
4,937,027.0
7,879,176.8
13,337,163.1
325,263.2

76,292,381.3

40]155,6621
36,136,719.2
76,292 3H1.3
1900

HOUSEHOLD (@00$%)

1 Income—Net of Taxes
2. Taxes
a. lLocal
b. State
c. [Federal
General
Social Security

NOTE: Detail may not sum to totals due to rounding.

64, 7688211
15,1135,259.7
2,322,977.9
2,283,606.2
10,529,675.7
2,349,936.8
8,179,738.9

76,292 3H1.3
15,370,849.7
1,741,616.5
1870,357.0
11/68,876:1
11/68,8761
0.0

GROSS DOMESTIC

PRODUCT (0%)

330,904.0
586,265.8
1,687,869.5
29,234 5411
26,587,840.3
6,014,633.0
3,663,277.8
7,811589.3
13,668,575.2
13696,204.0
50003311
103,790,731.2

48,9804 K1
5483003301
103,79Q,731.2

2.120

64, 7688231
15,113%5,259.7
2,322,977.9
2,283,606.2
10,529,675.7
2,349,936.8
8,179,738.9
23,885,648.3
103,79Q,7310.2

TOTAL (@00%)

30,507,109.4
4,064,594.4
4,153,963.2
22,288 551.9
14,108,812.9
8,179,738.9

TERMS: Direstt Efietés-titbe proportion of direct spending on goodis and services produced in the specified region. Indifestt Efftatés-titbe value of goods
and services needed to support the provision of those direct economiic effects. indlivedd Effetés-tithe value of goadis and services needed by households

that provide the direct and indirect labor.
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EXHIBIT 2.3
Economic and Tax Impacts of Federal HTC Investment on the Nation,
Fiscal Year 2009 and 2010 ($8.8 Billiion)

OUTPUT (0%) EMPLOYMENT INCOME (0%) GROSS DOMESTIC
(JOBS) PRODUCT (0%)

I. TOTAL EFFECTS (Direct and Imdireat/Induced)

1 Agriculture 112(007.2 348 8,225.4 23,778.2
2. Agnii. Serv., Forestry, & Fish 79,4975 684 26,9581 5045561
3. Miiniimg 261,042.9 1,311 69,870.5 120,075.4
4. Constiruction 3,888,303.0 51,957 2,291,759.6 2,760,055.9
5. Mamufacturing 8,121,511.8 33,356 1,452,441.3 2,375,450.6
6. Transport. & Public Utilities 911,444.2 5,690 238,548.7 433 ,987.5
7. Wholesale 682,630.8 4,858 277,593.4 294, 2741
8. Retail Trade 899,288.5 16,905 331,068.7 518,758.6
9. Finance, Ins., & Real Estate 1,(084,862.0 6,012 3851273 686,974.3
10. Services 2,470221.3 23,501 1,189/M0.9 1,1998B7.6
1. Gowermment 73,786.4 528 22,34%1 34,889.2
Total Effects (Private and Public) 16,584,593.7 145,149 6,223,642.2 8,418,586.6
Il. DISTRIBUTION OF EFFECTS/MULTIPLIER
1 Direct Efffects 8,786,278.7 83,558 3,902 25831 4,836132.7
2. Indirect and Induced [Efffects 7,798,315.0 61,592 2,321,4091 3,582,453.9
3. Total Effects 16,584,593.7 145,149 6,223,642.2 8,418,586.6
4. Multipliers (3/1) 1888 1737 1595 1741
1ll. COMPOSITION OF GROSS STATE PRODUCT
1 Wages—Net of Taxes 5,237,825.4
2. Taxes 1,224,492.2
a. lLocal 280,929.4
b. State 230,822.5
c. [Federal 712,740.2
General 186,632.9
Social Security 526107.3
3. Profits, dividendts, rents, and other 1,956,269.0
4. Total Gross State Product (1+2+3) 8,418,586.6
BUSINESS (©00$%) HOUSEHOLD (Q00$) TOTAL (Q00%$)

IV. TAX ACCOUNTS

1 Income—Net of Taxes 5,237,825.4 4,907,001 00 o---------
2. Taxes 1,224,492.2 993,596.3 2,218,088.5
a. lLocal 280,929.4 1113336.7 392,266.2
b. State 230,822.5 125948.0 356,770.6
c. [Federal 712,740.2 756,3M.5 1,469,050.7
General 186,632.9 756,3M.5 942,944.4
Social Security 526,107.3 0.0 526107.3

NOTE: Detail may not sum to totals due to rounding.

TERMS: Direstt Effects—the proportion of direct spending on goodis and services produced in the specified region. Indifeett Afiects—ithe value of goods
and services needed to support the provision of those direct economiic effects. indlivedd Effemtés-tithe value of goadis and services needed by households
that provide the direct and indirect labor.
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EXHIBIT 2.4
Economic and Tax Impacts of Federal HTC Investment on the Nation by
Year, Fiscal Years 1978~2010

1978

1979

1980

1981

1982

1983

1984

1985

1986

1987

1988

1989

1990

1991

1992

1999

2000

201

2002

2003

2004

2005

2006

2007

2008

2009

2010

$453,348,745
$1,269,558,573
$2,107, 308,562
$2,839,431,235
$3,342,765,201
$4,700182,249
$4,612,140,074
$4,718,203,915
$3,710,969,506
$2,901,946,096
$2,399,434,359
$2,199,682,441
$1,839,746,789
$1.596,640,954
$1,807,381,487
$1,301,809,885
$1,1107] 9% 7734
$1,253,677,388
$1,626,537,069
$1,423 390,664
$1,374,472,751
$1.814 454,681
$3,0817117,701
$3,17%%,070,983
$3,550,452,381
$4.,645,847,892
$3,327,176,562
$3,326,897,106
$3,281,778,903
$3,331,028,357
$3,482 931,160
$4,992,091,494

$3,820,070,310

TOTALS $90 422 841,705

EMPLOYMENT
(JOBS)
10131
28,372
47,105
63,456
74,704
105,040
103,072
105,443
82,933
64,853
53,623
49,159
415
35,458
40,391
29,093
24,80
28,017
36,350
31,810
30,717
40,550
69,161
70,979
79,346
103,826
74,356
74,350
73,341
74,442
77,837
H5Eb4

85,371

2,020,774

$382,504
$1,071,163
$1,778,419
$2,385721
$2,820,388
$3,965,680
$3,891,397
$3,980,886
$3,131,053
$2,448,456
$2,024,473
$1855,936
$1552,248
$1.338,695
$1,524, 940
$1098,375
$936,704
$1057,764
$1,372,357
$1,200,956
$1168683
$1,530,908
$2,801,103
$2,679,743
$2,995,620
$3,919,837
$2,807,236
$2,807,000
$2,768,932
$2,810,485
$2,938,650
$4,201,973

$3,223,104

$76,292,381

GDP

$520,371
$1.457,247
$2,419,422
$3,259,206
$3,836,951
$5,395,046
$5,293,987
$5,4115,732
$4,259,590
$3,330,963
$2,754161
$2,524,878
$2,1147/30
$1,821,206
$2,074,580
$1,494,266
$1274,324
$1.439,019
$1,367,000
$1.633,821
$1,577,671
$2,082,699
$3,552,233
$3.645613
$4,075,342
$5,332,679
$3,819,058
$3,818,737
$3,766,949
$3,823,479
$3,997,839
$5,730110

$4,384,820

2010 $ MILLIONS

OUTPUT

$1053,903
$2,951,353
$4,900,039
$6.600,848
$7.770,952
$10,926,550
$10,721,878
$10,968,445
$8,626,920
$6.746177
$5,577,984
$5,113,619
$4.276,874
$3,688,477
$4,201,634
$3,026,328
$2,580,881
$2,914,435
$3,781,223
$3,308,967
$3,195,247
$4,218,077
$7,194,314
$7.383,437
$8,253,764
$10,300,239
$7.734,713
$7,734,063
$7.629177
$7.743,667
$8,096,797
$11.605,154

$8,880,547

$20,378
$57,068
$94,748
$127,635
$150,261
$211,278
$207,320
$212,088
$166,812
$130,445
$107,857
$98,878
$82,698
$71,321
$81,244
$58,518
$49,904
$56,354
$73114
$63,983
$61,784
$81,561
$1307101
$142,767
$159,596
$208,835
$149,560
$149,547
$147,519
$149,733
$156,561
$224,399

$171,716

$103,790,731 $210,206,680 $4,064,594

$20,827
$58,323
$96,831
$130,442
$153,564
$215,923
$211,879
$216,751
$170,479
$133,313
$110,228
$101,052
$84,517
$72,889
$83,030
$59,804
$51,002
$57,593
$74,722
$65,390
$63,142
$83,355
$142,169
$145,907
$163,105
$213,427
$152,848
$152,835
$150,763
$153,025
$160,003
$229,333

$175,491

$4,153,963

FEDERAL

$1114.747
$312,937
$519,559
$699,898
$823,967
$1 1585560
$1,1555,858
$1)83002
$914,726
$715,308
$591,443
$542,205
$453,484
$391,095
$445,506
$320,886
$273,655
$309,022
$400,929
$350,855
$338,797
$447,249
$762,825
$782,878
$875.,160
$1,145,167
$820124
$820,055
$808,934
$821,073
$858,516
$1,230,513

S, 619

$22,288,552

$152,952
$428,327
$7101,138
$957,975
$1,127,791
$1,585,761
$1556,057
$1,591,841
$1.252,017
$979,067
$809,528
$742,135
$620,699
$535,305
$609,779
$439,208
$374,561
$422,969
$548,766
$480,227
$463,723
$612,166
$1044,104
$1,071,552
$1,197,861
$1,567,429
$1102532
$1102438
$1,107,216
$11223832
$1,17/5,081
$1,684,246

$1288,826

$30,507,109

SOURCES: Department of the Interior, Natiomal Park Service, Technical Preservation Services; Natiomal Coundiil of State Historic
Preservation Offices; and calculations by Rutgers University
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EXHIBIT 2.5
Economic and Tax Impacts of Federal HTC Investment on the Nation by
State, Fiscal Years 2009 and 2010

EMPLOYMENT 2010 $§ MILLIONS LOCAL STATE FEDERAL TOTAL
(JOBS)  \NcoMmE GDP ouTPUT

AL $216 399 $13.7 $25.8 $35.5 $383.6 $EM1  $3,298.4 $4,2581
AK $23.7 0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
AZ $115 199 $6.8 $8.8 $222  $109336 $7.060.6 $1929.2  $19,.923.4
AR $34.5 714 $24.0 $35.8 $63.7 $684.0  $1249.0 $5,775.7 $7,708.7
cA $462.6 6,900 $335.4 $438.0 $0051  $11673.2 $18,6659  $84.974.8  $115313.9
€o $51 328 $3.6 $5.0 $9.6 $1301 $165.7 $851.8 $1,147.7
et $100.9 1445 $70.3 $97.7 $184.6 $53156  $4.5073  $16178.2 $26mAl1
DE $16.6 263 $11.7 $16.0 $51.0 $767.7  $806.0 $2.618.4 $aleni
pc $205.7 2,988 $138.7 $187.5 $3621  $13828.8 $5546.6  $28107.9  $47.483.3
FL $381.4 6,647 $260.4 $364.9 $713.9  $197198  $119184  $64.336.0  $959074.2
GA $33.2 655 $23.0 $35.9 $60.7 $1564.9  $1,519.3 $5,612.4 $8,696.5
HI $0.0 0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
iD $2.2 42 $15 $21 $3.9 $E11 $551 $324.0 $428.2
iL $216.3 3128 $157.4 $208.2 $4223  $6.853.0 $6,220.4  $37.873.8 $5Q9471
IN $168.3 2,950 $120.3 $161.9 $3012  $554571 $3695.8  $28.607.4  $121016.3
IA $96.0 1735 $65.0 $97.0 $168.9 $3.2138 $2,859.6  $15054.8 $21128.2
KS $87.7 1593 $61.3 $84.9 $162.6  $20.694.9 $14,397.4 $141106  $49,202.8
KY $69.5 1331 $481 $68.0 $127.3  $6.954.3  $5538.7 $110851  $23.576.2
LA $634.7 1213 $452.4 $502.7  $1202.4  $22144.2 $23.067.7  $1041319  $149,3437
ME $64.4 976 $57.9 $56.9 $1235  $2,923.0  $2771  $10,2042  $15844.3
MD $338.5 5,228 $257.6 $319.5 $627.9  $10,983.2  $9.957.3  $54102.2 $75112.7
MA $677.3 8,801 $475.3 $657.6  $12612  $18,069.6 $21800.7  $109EN7  $1491821
Mi $528.8 8,402 $374.6 $500.9 $097.5  $15673.4 $190601  $87.346.4  $122,079.8
MN $32.8 516 $23.0 $31.0 $61.2 $11510  $13021  $5.285.4 $7,738.5
MS $108.7 2,265 $75.7 $107.4  $2002  $82253  $6.552.9 $17,5901  $32,368.4
MO $omA1 16,688 $6641.7 $920.3  $1852.0 $26,905.4 $307755  $161327.9  $219,008.7
MT $4.3 84 $3.0 $4.3 $8.0 $160.9 $1491 $676.4 $966.4
NB $3.9 75 $2.7 $3.9 $7.0 $8114  $554.4 $607.9 $1,973.7
NV $0.0 0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
NH $20.7 318 $14.4 $201 $38.3 $808.9 $287.6 $3.300.4 $4,397.9

comtinaeed on tihe nextt qEge
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EXHIBIT 2.5 (continued)
Economic and Tax Impacts of Federal HTC Investment on the Nation by
State, Fiscal Years 2009 and 2010

NJ

NM

NY

NC

ND

OH

OK

OR

PA

RI

SC

SD

TN

TX

urt

vT

VA

WA

WV

Wil

WYy

TOTALS

$18.2

$25.0

$4®0.7

$194.6

$0.0

$238.5

$72.0

$195.8

$380.0

$310.2

$85.8

$9.3

$142.9

$249.8

$66.6

$34.4

$727.9

$115.6

$35.8

$92.0

$1.2

$8,812.2

EMPLOYMENT
(JOBS)

262

481

8,135

3,645

4,284

1421

3,463

6,176

4,732

1603

186

2,527

4,035

1234

611

12,250

1852

684

1601

25

145,149

INCOME

$12.9

$17.7

$350.4

$137.0

$0.0

$169.8

$51.3

$1421

$275.8

$211.6

$59.5

$6.5

$100.2

$180.9

$46.7

$24.9

$520.9

$82.9

$24.8

$65.2

$0.9

$6,223.6

2010 $ MILLIONS

GDP

$17.0

$24.3

$468.0

$194.9

$0.0

$234.9

$72.0

$186.3

$365.6

$X7.7

$87.0

$8.5

$138.6

$236.6

$65.5

$32.7

$704.0

$112.3

$35.9

$89.6

$1.3

$8,418.6

OUTPUT

$34.6

$47.2

$925.3

$364.4

$0.0

$452.8

$137.6

$3811

$740.9

$558.0

$156.7

$17.3

$266.3

$489.2

$123.7

$66.0

$1.386.9

$2221

$65.2

$172.8

$2.4

$16,584.6

LOCAL

$357.5

$1076.3

$31,366.2

$4,703.2

$0.0

$10,353.5

$1.734.9

$5,090.5

$12,665.2

$11,2211

$2,456.3

$299.2

$4,033.2

$8,626.3

$1,7561

$1346.8

$18,861.0

$5,336.7

$1084.4

$3,245.5

$69.5

STATE FEDERAL
$538.7 $2,981.9
$1,062.8 $4,109.4

$26,9901 $8AH71

$6.802.4 $33,279.2

$0.0 $0.0

$8,723.3 $41,358.6

$2,505.3 $12,363.6

$6,881.3 $34,130.7

$10,740.4 $66,902.0

$9,812.4 $48,470.3

$2,752.6 $14,256.2

$174.6 $1.390.9

$3.,060.2 $23,298.8

$4,955.9 $44,578.0

$2,220.5 $10,962.7

$1,697.5 $5,603.5

$24,448.2  $124,656.9

$4,178.9 $19,952.0

$1,251.3 $5,746.9
$3,704.7 $15,516.1
$44.3 $255.3

$392,266.2 $356,770.6 $1,469,051.7

TOTAL

$3.8781

$6.248.5

$143,392.3

$44.,784.8

$0.0

$60,435.4

$16,603.8

$46,083.4

$90,307.7

$69,503.7

$19,4651

$1364.6

$30,393.2

$581601

$14,939.3

$8,647.8

$167,966.1

$29,467.6

$8,082.6

$22,466.3

$3601

$2,218,088.5

SOURCES: Department of the Interior, Natiomal Park Service, Technical Preservation Services; Natiomal Coundiil of State Historic
Preservation Offices; and calculations by Rutgers University
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EXHIBIT 2.6
Summary of the Two-Year FY 2009 and 2010 Economic Impacts of
Federal HTC Investment in lllinois, Missouri, and Pennsylvania

NATIONAL TOTAL (DIRECT AND MULTIPLIER) IMPACTS

National Jobs (jperson-years) 3,188 16,688 6,176

Total Impacts jpcome ($ million) 157.4 694.7 275.8
(Direct and )

L Output ($ million) 422.3 1852.0 740.9

Multiplier)

GDP* ($ million) 203.2 920.3 365.6

Taxes ($ million) 50.9 219.0 90.3

Federal ($ million) 379 161.3 66.9

State ($ million) 6.2 30.8 10.7

Local ($ million) 6.9 26.9 12.7

IN-STATE TOTAL (DIRECT AND MULTIPLIER) IMPACTS

1

State Portion Jobs (person-years) 2,429 12,417 4,803
of National Income ($ million) 122.4 522.6 216.4
Total Impacts .
Output ($ million) 289.7 1,205.7 522.0
GSP* ($ million) 152.2 640.6 276.3
Taxes ($ million) 46.6 198.6 825
Federal ($ million) 35.8 152.8 631
State ($ million) 5.2 25.6 9.0
Local ($ million) 5.6 20.2 10.4
In-state wealth* 135.3 568.3 333.3
($ million)

*GDP = Gross Domestic Product; GSP = Gross State Product; In-state wealth = GSP less federal taxes
Note: Totals may differ from indicated subtotzlls because of rounding

SOURCES: Rutgers University, Center for Urbam Policy Researcin, 2011
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EXHIBIT 2.7
Historic Tax Crediits: State Programs

SOURCE: Novogradlac and Company ILLP
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EXHIBIT 2.8
Kansas County Map of Costs of Projects Receiving State Tax Credits

LEGEND
County
Estimated Project Cost

.« $11469-$372,285
® $372,285-8$1,063,507

® $1063,507-%FEBRI73
@ s3.608173-$8.463,874

@ sscezmmsssisieor

. $15, 1616607~ $22,926,185

. $22,926,185-$50817,7 94

DATA SOURCE: U.S. Census 2009 TIGER/ILime; Historic Preservationm Office of the Kanses State Historical Society
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EXHIBIT 2.9
Selected Census Data for Overalll State of Kansas and Areas with Kansas
State Historic Tax Credits (KHTC)

Zip Codes and 2000 Census Data

POPULATION % % % MINORITIES MEDIAN % % %
DENSITY (PER URBAN WHITE (NON-WHITE ~ HOUSEHOLD BOVERTY  UNEMBLOYEB
SQUARE MILES & HISPANIC) INCOME
Total Kansas
Average of all ziip 254.8 20.3 92.3 77 $37,338 10.3 34
codes in Kansas
KHTC Locations
Average of all zijp 5328 52.4 85.3 14.7 $34,085 128 5.3
codes with KHTC
historic rethatbiliitation
projects
Average of top 10 800.0 812 70.7 29.3 $31,656 17.3 8.7
Zip codes with KHTC
historic rethatbiliitation
projects
% RENTER MEDIAN HOUSING PAY MORE THAN PAY MORE THAN
OCCUPIED HOUSING VALUES (ALIL 30% OF INCOME FOR 30% OF INCOME FOR
OWNER-OTTOUPIED OWNER-QCCUPIED RENTAL HOUSING
HOUSING
Total Kansas
Average of all zijp 318 $60,534 137 255
codes in Kansas
KHTC Locations
Average of all zip codes with 30.4 $60128 14.0 299
KHTC historic methatbiliitation
projects
Average of top 10 zip codes 374 $61,020 159 36.6
with KHTC historic methabiliitation
projects

SOURCE: Kansas Historic Tax Crediit Database and Rutgers University analysis of Kansas Census (2000)) data by zip code
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EXHIBIT 2.10
Summary of Cumulative Investment and Benefits of the Kansas Historic
Tax Credit

FY 2002-2009

Economic Benefits to Kansas

Jobs (jperson-years) 4,443

Income $141.6 million
Output $323.2 million
Gross state product $182.9 million
Total taxes $56.2 million
Federal taxes $41.4 million
State & local taxes $14.8 million
State-alone taxes $7.8 million
In-state wealth (GSP less federal taxes) $141.5 million

Jobs and Income Benefits to Kansas by Economic Sector

JoBS INCOME
Construction 2,003 $69.9 million
Services 832 $27.3 million
Retail trade 605 $8.7 million
Manufacturing 500 $17.4 million
Other Sectors 503 $18.3 million
Total 4,443 $141.6 million
Gross State Product (Economic Value Added) Created Direct Rehabilitation
by KHTC-Aided Rehabilitation Investment in Kansas
($271.0 million cumuilative, FY 2002-2009)
$90
$80
$70
$60
$50
$40
$30
$20
STATE-ALONE
$10 STATE- AND FEDERAL-COMBINED
$0 +—+
AGRICULTURE MANUFACTURING FINANCE, INS.
1 ARGI. SERV, FORESTRY, FISHING TRANSPORT & PUB. UTILITIES & REAL ESTATE
MINING | WHOLESALE SERVICES
| CONSTRUCTION | RETAIL TRADE GOVERNMENT
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SECTION 2

Qualitative Impacts of the Federal
Historic Tax Credit—Selected National
Case Studies

Thus far the analysis has quantified the economic impacts of the federal HTC as esti-
mated by the Rutgers Imput-Output model (PEIM). Our review has also briefly exam-
ined the important state historic tax credits. We get a further perspective on the feder-
al and state HTC's impacts through qualitative case study analysis. The latter descrilbe
what transpired on a project by project basis and provide not only the local economic
impacts, but additiomally what the rehabilitatiom aided by the federal HTC has meant to
local communities.

As part of the current investigatiom, five case studies were conducted. The five cases
involved the rehabilitatiom of the:

* Mayo 420—Tulsa, Oklaihoma

* Maritime Building—New Orleans, |Louisiana

* Old Sallem Jail—Salem, Miassadhusetts

» Professional Arts Building—Baltimore, Meanyland

¢ Roosevelt-Lincoln Junior High Schooll—Salina, Kansas

Each case study is organized is a parallel format that includes the following sections:

* [Project summary

* Property desoription

* Project descriiption

» Project budget and sources of fiumding
Project nessuttyfimpacts

We encourage the reader to browse all five case studlies for they show the important
preservation “facts on the ground” realized by the federal HTC. As a preview of the ffive
cases, we offer the following synopsis.

The case studiies point to how the federal HTC (as well as other allied programs) have
helped foster the stabilizatiom and revitalizatiom of older yet important meiigtlbor-
hoodis in various commumities acrass the country and have encouraged adaptive reuse,
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sometimes with the added bonus of providing affordable housing. This year's featured
projects include two large mixed-use (market rate housing, office and retail) projects,
Mayo 420 in downtowm Tulsa and Maritimme Building in New Orleans’ Central Business
District. Also included is the Old Salem Jail in Salem, MA, the conversiom of an early
19th century jail into market rate housing and a restaurant. The Professiomal Arts Build-
ing in Baltimare's Mount Vernon neighborhood providies moderate incomme housing for
graduate students and young professionals and includes a fifict-flassr grocery and café.
The Roosevelt-Lincolm Junior High School in Salina, KS was adaptively reused for low-
income senior housing.

In the aggregate, the 5 projects had total costs of $112 7183926, ranging from albout
$8.6 million to about $36.5 milliom, with an average cost of $22.5 million.

Of the total project costs, rehabilitatiom and constructiom costs were most significant

at $67.6 milliom, (59% of total), followed by soft and other costs, $33.0 million (29%),

and fiinallly acquisitiom costs, which were $12.0 million (11%). The sources of total project

fumatss—112.7 million—came from a variety of sources including $56.3 million in equity,
$46.9 million in debt and $9.5 million firom
other sources.

Tax credit assistance of various types
. - . - A total of $42.5 million in equity came
is absolutely crucial for the fimancing . L .
from various tax credits including federal

of historic rehabilitation projects. and state HTCs and federal New Markets
and Low-Income Housing Tax Credits. The
developers contributed $13.9 million in equity. All of the five case studiies “twinned"” the
federal Historic Tax Credit with either state HTCs, the LIHTC or the NMTC. Tax credit
assistance of various types is absolutely crucial for the ffimancimg of historic mrehalbilita-
tion projects.

Taking on debt was the second largest source of funding for these five case studiies. Of
the $46.9 million in debt, $27.5 million was acquired through banks, and $19.4 million
through government loans or other sources.

In summanry, successful rehabilitation projects are enabled by a layering of sources of
fundis and various subsidiies, anchored by the federal historic and complementary credits.
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EXHIBIT 3.1
Summary of Costs and Funding Sources of Five Historic Rehabilitation

Case Studies

USES

Acquiisition $1,239000 $6,800,000 $160,000 $3,660,000 $2,500 $12,021,5800
Rehabilitation $22,303,733 $16,639,999 $8,034,444 $14,028,643 $6,611,304 $67,618,723
Soft Costs $7,083,569 $13(094,461 $3,299,583 $7,575,891 $2,025,199 $33,078,703
Total Uses $30,786,302 $36,534,460 $11, 494,027 $25,264,534 $8,639,603 $112, 718,926
SOURCES

Bank Delbt $8,700,000 - $4,915,000 $12,7770,000 $1,100®00 $27,485,000
Non Conv. $3,000,000 $16,422,100 - — $0 $19,422,100
Debt

Equity— $12,649,162 $12,1111 9530 $3,938,266 $6,466,224 $7,281,110 $42,446,742
Credits

Equity— $2,181,1410 $6,950,380 $1,750,000 $3,022,832 $0 $13,904,352
Developer

Other $4,256,000 $1,050,000 $890,760 $3,005,479 $258,493 $9,460,732
Total Sources $30,786,302 $36,534,460 $11, 434,026 $25,264,535 $8,639,603 $112, 718,926
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Case Studies

48

51

54

58

61

Mayo 420
Tulsa, Oklahoma

Maritime Building
New Orleans, ILouisiana

Old Salem Jail
Salem, MNasssdhusetts

Professional Arts Building
Baltimore, Miaryland

Roosevelt-Lincoln
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CASE STUDY 1: MAYO 420

CASE STUDY: MAYO 420

=

PROJECT PROFILE

Current Name:
Historic Name:
Owner:
Construction date:
Date of Rehab:
Original Use:

New Use:

Federal Historic
Tax Credits:

Total Project Costs:
Housing Units:
Incentives:

Other Incentives:

Mayo 420

The Mayo Building

Wiggiin Properties, LLC, Tulsa, OK
1909-1910

2008-2010

Office space and furniture business

Mixed use; upper floor apartments and 35,000 square feet
of retail and office space, including a YMCA fitness facility

$6,251,400

$30,786,302

67

Federal Historic Tax Credits

State historic and New Markets Tax Credits

The rehabilitatiom of the Mayo Building revitalized a storied Tulsa landmark that was
nearly 100% vacant for almost 15 years. The project created 67 units of market rate

loft housing, in keeping with the economic development objectives of the City of Tulsa
to create housing dowmtawwm. YMCA of Greater Tulsa occupies approximately 24,000
square feet of the Mayo Building for its offices and a health club facility, ensuring that
its programs to promote physical and emotiomal well-being are available to the diverse
residents in the surrounding community.
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Commumity Demographics

City of Tulsa Population in 2009: 389,625
Estimated Median Household Income in 2009: $38,426
Estimated Median House or Condo Value in 200%®:; $121]0

About the Property

The Mayo Building was completed in 1910 as a fifixe-staryy conmmexrciial building that
housed John and Cass Mayo’s growing furniture business and offices in downtown
Tulsa, just as the city was becoming the “cil capital of the worldl.” At five stories tall,

it was only the fourth building in Tulsa of this height. Subsequent constructiom in 1914
created a mirror image addition to the north, and five more stories were added in 1917.
The Mayo Building is the oldest of Tulsa’s remaining origiimal oil business buildings and
is the oldest office building in the city. It is one of a group of nine other office build-
ings in the vicinity that reflect the city’s domiimant Art Deco architectunal style. Wiggin
Properties, LLC bought the property in 200®, rescuing it fromm a prolonged period of
near total vacamcy. The project, and other similar residential conversion development
projects nearby, including the historic Mayo Hotel and the Philtower represent an iim-
portant evolution of downtown Tulsa, which by the early 2000s, had 40% of its land in
use as surface parking lots.

Project Descriiption

_ . Community Benefits
Wiggiim Properties, LLC has invested in a wide

range of commexrciial projects in Oklahoma Ciity
and Tulsa, valued at $72 million over the last fiive
years. The architect was Kinslow, Keith & Todd, an > 75 permanent jobs
architecture firrm based in Tulsa that has experi- > $1.59 million in state and
ence withh more than 100 major projects. Wiggin
Properties is also serving as general contractor
and property manager.

> 308 construction jobs

local taxes

> $25.96 million in gross
state product
The scope of work involved replacement of all
HVAC, mechanmiicall, electrical and plumbing sys-
temms, removal of non historic interior partitionm wallls, dropped ceilings and other iimap-
propriate additioms and replacement of damaged granite panels and the terra cotta
cornice with in-kind materials. The historic trim and detaills in the lobbies and corridors
were restored as were original door openings and tile and terrazzo flitwors.
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CASE STUDY 1. MAYO 420

Project Budget

Uses Amount
Acquiisition $1.3239 000
Rehabilitatiom Hard Costs $22,303,733
Soft Costs $1,233,179
Financing Costs $994,390
Reserves $300,000
Deferred Developer Fee $4,566,000
Total Development Cost $30,786,302
Funding Sources

Equity/debt from Hiistoric $12,649162
& New Markets Tax Credits

Loan—Bank of Oklahoma $8,700,000
Loan—City of Tulsa’s Vision 2025 $3,000,000
Managing Member Eguity $2,181,140
Deferred Developer Fee: $4,256,000
Total Funding Sources $30,786,302

Results

The $31 million rehabilitationm of the historic Mayo Building converts the property into 67
upper-floor apartments and approximately 35,000 square feet of nonprofit, restaurant
and office space. The YMCA of Greater Tulsa is currently leasing 95% of the basement
and lower two flloonrss at below-market rent for its health club and offices. From this lloca-
tiom, the YMCA operates its health and wellmess programs, including those targeted at
youth and at-risk populatiors. The creation of downtowm housing is viewed as an irmpor-
tant component of Tulsa’s growth plan, and complements other downtown development
projects, including the recently opened BOK Center, a 19®00 seat multi-purpaese arena,
and ONEOK Field, the new downtown ballpark. City views, polished concrete flloons and
original crown molding make for distinctive housing that provides residential tenants
convenient access to shopping, dining and emtertainment,
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CASE STUDY 2: THE MARITIME BUILDING

CASE STUDY: The Maritime Building
800 Common Street, New Orleans, Louisiana

PROJECT PROFILE

Current Name: Maritime Building

Historic Name: Originally named the Hennen Building,
later called the Latter and Blum Building

Construction date: 1893

Date of Rehab: 2010
Original Use: Commercial structure
New Use: Mixed-use residential, office, retail

Total Project Costs: $36,534,460

Federal Historic Tax
Credit (HTC) Equity: $6,811,980

Housing Units: 105 market-rate residential units with 9,200
square feet of ground floor commercial space
and 11300 sf of second floor offices.

Other Financial

Incentives: State Historic Tax Credits, New Markets Tax Credits
(NMTC), U.S. Department of Housing and Urban
Development (HUD) Federal Housing Administration
(FHA)-imsured loan

New Orleans’ first skyscraper is located in the heart of downtowm New Orleans, one Iblock
off of Canal Street, on the corner of Carondelet and Common Streets. Built in 1893 as the
Hennen Building by Architect Thomas Sully and holding the title of the city’s tallest build-
ing from 1895-1904, this building has always been a fiirst-ckss addiress with a rich history.
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CASE STUDY 2: THE MARITIME BUILDING

Community Benefits

» 334 construction jobs
About New Orleans !
> 366 permanent jobs

Population in July 2009: 354,850 > $1.99 million in state
Estimated median household income in 2009; $36,468 and local taxes
Estimated mediian house or condo value in 2009: $192a00 > $24.94 million in

gross state product

About the Property

7

The Maritime building, damaged by and subsequently vacated after Hurricane Katrina
when Latter & Blum Realtors Inc. moved to the Warehouse District, has gone through
many major transformatioms in its 1iByear history. In 1920, when Canal Bank & Trust Co.
wanted to move into what had become the heart of the city’s banking sectar, the previ-
ously symmetriical building was extended along Carondelet Street to make more mom

for the vaults. The second floar was modiified to create elegant, arched windows befitting
a bank lobby, and an observatory on top of the building that overlooked the river was
enclosed to create an 1itth floan. All the window bays on Carondelet have views of Bowrrbon
Street because of the curve in the road. A Registered Historic Place, the building is locat-
ed in the New Orleans Central Business District.

Project Descriiption

The project involves the renovation of the historic property into 105 market-rate apartments,
and 18800 sf of retail and office space. The number of downtown rental residential dwelling
units in New Orleans has declined over the past six to eight years, as many historic buildings
have been converted from rentals to condiomimiums. This conversion process, combined
with the destruction of tens of thousandis of single and multifamily units throughout greater
New Orleans by Hurricane Katrina, has created a shortage of rental housing.

Since the hurricanes of 200%, most developers have focused on mixed or llow-imcome
developmemnts but few 100 percent market-rate projects have begum constructiom. Mari-
timme is only the fourth downtowm market-rate residential development announced since
the storm (two have been completed and constructiom on the third has just begum); all
four projects total only 400 wnits.

The residential density in downtowm New Orleans must increase dramatically because it is
one of only a few areas in the city on higher ground. Adidiii@rellly, the existing CBD condo-
miniums and rentals need more amenities, such as grocery stores, pharmacies, banks and
bookstares. The Maritime Building's ground floar will include a regiomal bank, a coffee and
crepe cafe—both of which will support further downtowmn residential developmentt. “New
Orleans has a very tight, heavily walked downtowm area, so this building is well-located,”
Wisznia says. "It's very close to major office buildings and one block to the French Quarter
and all of its restaurants, cafes, theaters, museums- everything people seek in urban living.”
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Project Budget

Uses Amount
Acquiisitiom $6,800,000
Rehabilitatiom Hard Costs $16,639,999
Soft Costs $4,796,249
Other Financing Costs $8,298 212
Total $36,534,460

Funding Sources

The Maritime Building project used an acquisition bridge loan from Wells Fargo Bank, which
assisted in maintaining site control as the additiomal fiimancimpy was arranged. Project fifiaaradimg
consisted of equity from the state and federal NMTCs and HTCs described above and con-
struction/permmanent fiimancimy in the form of an FHA 221(@)(4) loan. Wells Fargo will also be
the FHA lender. A local commuinmity bank, Omni Bank, is providing tax credit bridge fifiaaruing.

FHA Mortgage $16,422,100
Federal HTC Eaquiity $6,811, 980
Louisiana HTC Eguity $3,500,000
Federal NMTC $1800,000
Deferred Architect and Developer Fees $1QENDO0
Builder's Profit $L D464
Owners’ Equity Contributiom $5,030,916
Total $36,534,460
Results

The Maritime Building received permission fromm HUD to occupy the apartments in late
November 2010, and the first tenant moved in on December Ist. Wisznia | Architecture +
Development moved into its upper-floor office space in Aprill of 2Q1. Hancock Bank con-
tinued to occupy the majority of the ground floar throughout the renovatiom of the build-
ing. The remaining small retail spaces are anticipated to be fully occupied by spring 20Q11.
The Maritime project was the first FHA-insured mortgage transactiom to utilize the “master
lease pass-through” legal structure which maximizes the value of the federal HTC. “Mari-
timme has blazed a trail that will allow developers in other markets to turn their sights to-
ward renovating beautifull historic buildings while still benefiting from the attractive terms
offered by FHA mortgage ffinancitgy - an especially important factor in a down economy
and a tight credit environment where FHA ffimancimg is often the only game in towm,” said
Edward Featherstome, Wisznia's vice president of devellopment,
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CASE STUDY 3: OLD SALEM JAIL

CASE STUDY: Old Salem Jail
50 St. Peter Street, Salem, Massachusetts

PROJECT PROFILE

Current Name:
Historic Name:
Owner:
Construction date:
Date of Rehab:
Original Use:

New Uses:

Total Project Costs:

Federal Historic Tax

Credit (HTC) Equity:

Residential
Units Types:

Esmmersial Spase:
Sther neentives:

About Salem

Population in 2009:

Houses built before 1960:
Estimated Median Household Income in 2009:
Estimated Median House or Condo Value in 2009:

|

Salem Jail Complex

Old Salem Jail

Salem Redevelopment Authority
1811-1813

2006-2009

Jail

Mixed-use Building

$11494,027

$2,331,466

23 one- and two-bediroom apartments
Restaurant and museum exhibit space

State Historic Tax Credits

41,361
12,753
$60,642
$326,688
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About the Property

The renowned Old Salem Jail, since rehabilitatiom known as the
Salem Jail Compllex, is located at 50 St. Peter Street occupying

a 1122acre site in downtown Salem, Massachusetts. The original
property included an 1813 Gothic-style jail, and a three-story jail
keeper's house displaying the typical Federal period characteris-
tics commom in brick residences at that tiime. A third building was
later constructed as a carriage house that had been previously
torm dowm due to poor condilitiom. The main jail building housed
captured British Soldiers from the War of 1812, held a total of
100 cells and during its use as a jail, and witmessed 50 hamgings
under its roof. Althougih never confirmmed, the assumed builder of
the Jail was famous local architect, Samuel Field Mcintire, one of
the earliest architects in the United States.

Community Benefits

2 64 construction jobs
» 75 permanent jobs

> $.58 million in state
and local taxes

> $8.34 million in
gross state product

The Old Salem Jail had the reputation for being one of the most haunted sites in Salem.
Urban explorers would use the location as a favorite spot for paranormal activity and

luring peculiar behavior around the towm. It was also known for being one of the oldest
correctiomal facilities in the country, maintaining its origimal functiom until it was vacated

in 1991,

In 1999, Historic Salem worked with the Massachusetts Historical Commission to |pro-
vide pro bono architectural and engineering services to repair damages from a massive
firm. Later that year the site was given to the City of Salem. The Old Salem Jail con-
tinued to remain undeveloped], amplifying the dilapidated appearance it had acquired
over the years. This resulted in the property's listing on both the Historic Salem and
Preservation Massachusetts Most Endangered Resources Lists. These listings furthered

the impetus for historic nethatbilitation.

Project Descriiption

In 2004, the Old Salem Jail was established as a top preservatiom priority in terms
of redevelopment, thus, initiating a transfer in ownership from the City of Salem to
the Salem Redevelopment Authority (SRA). Site control by SRA allowed residents of
greater Salem, in additiom representatives of interested boards and commissions, to

voice opinioms throughout the planning process.

The City of Salem and SRA planned the adaptive reuse utilizing thorough mesearch
conducted by highly qualified teams. After extensive studiies were performed to sup-
port the need for rehabilitatiom and a competitive selection process was completed,
New Boston Ventures, a Boston-based developer that specializes in historic buildings,

was welcomed to the team.
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CASE STUDY 3: OLD SALEM JAIL

New Boston Ventuires’ vision was to restore the Old Salem Jail and create a mixed-
use building consisting of residential units, a restaurant and a museum to provide a
glimpse of the jail’s infamous history.

Project Budget

The articulated budget displays the benefits of utilizing the state Historic Tax Credit
system. With over 96% of the total costs being eligible for a historic tax credit, and
having a state tax credit of 20%, the award earned for the project was just over 2.3

milliomn.

Uses Amount
Acquiisition $1%0,000
Constructiom Hard Costs $8,034,444
Soft Costs $1,077,140
Financing Costs $234,220
Operating Reserves $240,320
Developer Fee $1,747,903
Total Development Costs $11,494,027

Project Funding

Of the fundis that the Old Salem Jail rehabilitatiom was provided|, the Historic Tax
Credits are the most notable. The project was able to generate over 2.3 million in
federal equity and 16 million in state equity, totaling 3.9 milliom, which was 34% of
the total cost of the lbudget.
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Source of Funds Permanent Amount

Citizens Bank Comsthuition/ $4,915,000
Mini-perm lloan

Federal Historic Tax Credit Equity $2,331,466
Massachusetts State Hiistoric $1,806,800
Tax Credit Equity

Managing Member Eguity $1,75D D00
Developer Fee $890,760
Total Sources $11,494,026

Project Results

The ribbon cutting ceremony for the renovated Salem Jail Complex was celebrated in
May of 2010 showcasing the 1813 jail, the jail master's house and a new building that re-
placed the carriage house. Each unit is unique, especially thase withim the old jailhouse
which have windiows that extend from the ceiling to flloar and cathedirall ceilings up to
18 feet high. On each entry door hangs one of the jail’s origimal cell doors. The public
museum that was added to the property displays historic material that was not reused
as part of the rehab and artifacts from origimal jail cells. The Great Escape Restaurant
is designed with a jail theme featuring brick wallls, the origimal two-foot thick granite
flaasr, a bar made out of recycled cell doans, and cell bars all around.

As a result of its creative reuse plan, the Salem Jail Compllex was honored with a
Timmy Award under the Best Mixed-Income or Market-Rate Residential categomy. The
Timmy Awardis, created by the Natiomal Housing and Rehabilitatiom Associatiom as a
tribute to Boston architect and preservatiom advocate J. Timothy Andiersom, honor out-
standing rehabilitatiom and preservatiom projects based on overall design and quality,
interpretatiom and respect of historic elements, impact on the commumityy, and fifisarcial
and market success.

“Histboid'c Salem suppooetbd the revitdiifaidnon of the Oldl Salem Jail/ wilth the
undéessindioing thatt the use of fedieah/ and statte credités was a reaswondll/e and! coesdiive
solitivan te difiéaly/t ecorvpiie/c readities.”

Historic Salem Inc
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CASE STUDY 4: PROFESSIONAL ARTS BUILDING

CASE STUDY: Professional Arts Building
101 West Read Street, Baltimore, Maryland

PROJECT PROFILE

Current Name: Professional Arts Building
Historic Name: Medical Arts Building
Construction date: 1927

Date of Rehab: 2009

Original Use: Professional office space
New Use: Residential, retail

Total Project Costs:  $25,264,534

Federal Historic Tax

Credit (HTC) Equity: $4,497,496

Housing Units: 96

Other Incentives: State Historic Tax Credits

About the Property

Originally constructed as the “Medical Arts Building” in 1927, the Professional Arts Build-
ing at 101 West Read Street served as offices for medical professiomalls until it saw a
decline in occupancy in the 1990s. The large TX0O0 square foot (sf) building was left
more than seventy-five percent vacant for a decade prior to its rehabilitatiom in 2009.
Featured restoration work included repairing an origimal terra cotta balustrade, mefiurbish-
ing the finst-flaspr and elevator lobbies and restoring the storefront on Cathediral Street.
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The Project is located in the Mt. Vernon neighborhoaod of Baltimore, MD. Mt. Vernon is
an emerging, historic, mixed-use area just north of the central business district (CBD)
that is home to many of the city’s major cultural institutioms and attractioms imcluding
the Walters Art Museum, Maryland Institute College of Art, Meyerhoff Symphony Hall,

the Lyric Opera and the Pealbody |msttitute.

Also nearby is State Center, three large State of Maryland office buildings that house
numerous state agencies. The area has experienced a substantial amount of residential de-
velopment in the past five years, including the renovation of a number of historic buildings.

About Baltimore

Population in July 2009: 637,418
Estimated median household

income in 2009: $38,772
Estimated median house

or condo value in 2009: $168, 400

Project Descriiption

The project involves the conversion of the property into 96
apartmemtts, 1709 sf of ground filoar retail space along Catthedral
Street, rental storage units, a fiitness center and a community
room. There are 14 studiics, 49 one-bedroomy/mre-dztis, 8 one-
bedroom plus dens, and 25 two-bedroom/twa-atin units. The
project has priced 100% of the units to be affordable to house-
holdis earning between 80% and 120% of area mediian imcome,
well above the 10% set aside required under the new imclusionary
zoning provisions of the Mount Vernon Urban Renewal Plan.

Project Budget

Uses Amount
Acquiisition $3,660,000
Rehabilitatiom Hard Costs $14,028,643
Soft Costs $1,648,444
Financing Costs $1542,334
Reserves $941,229
Developer Fee $3,443,884
Total $25,264,534
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Community Benefits

2 171 construction jobs
> 191 permanent jobs

>  $1.36 million in state
and local taxes

> $17.15 million in
gross state product




CASE STUDY 4: PROFESSIONAL ARTS BUILDING

Funding

Union Bank of California provided a $12.77 million constructiom and mini-perm lloan,
and an equity bridge loan of $4.67 million. The perm loan is for 5 years at a rate to be
fixestl uponm maturity of the constructiom loan. Somerset Development purchased an
interest rate buy-dowm with the projected rate of 5.89%. The developer and several
cash investors have provided about $3 million in equity. Citigroup was the investor in
the federal Historic Tax Credits. Old Mutual Financial Network, an insurance company
headquartered in Baltimare, provided equity in exchange for the use of the Maryland
state Historic Tax Credits.

Funding Sources

Loan—Union Bank of Califfornia $12 77770,000
Old Mutual Financial Nettwork $1968,228
(State Imvesitor)

Managing Member Egquity $3,022,832
Equity from Federal HTC and $4,497,996
Deferred Developer Fee $3,005,479
Total $25,264,534
Results

Mayor Sheila Dixon and Congressmamn Elijah Cummings officiated at the ribbon cutting
on June 29, 2009, along with many other digmitmries, residents, and neighbors. As of
November 2010, 95% of the units were occupied. The ground-floor commenrcial space
is leased to Milk and Honey Market Cafe, a locally-owned food market, coffee shop
and cafe. The market featuires locally and regionally sourced meats, artisanal cheeses,
prodiuce, fresh baked breadss, fresh pastas and fresh squeezed juices. The successful
rehabilitatiom of the Professional Arts Building earned a “2010 Historic Presswation
Award” from Baltimore Heritage.,

60



CASE STUDY 5: ROOSEVELT-LINCOLN JUNIOR HIGH SCHOOL

CASE STUDY: Roosevelt-Lincoln Junior High School
210 W. Mulberry St., Salina, Kansas

— e ppyl——

PROJECT PROFILE

Current Name:
Historic Name:
Owner:
Construction date:
Date of Rehab:
Original Use:

New Use:

Total Project Costs:

State Historic
Tax Credits:

Housing Units:
Incentives:

Pioneer President’s Place
Roosevelt-Lincoln Junior High School
Pioneer Group, Topeka, KS

1915-1925

2005-2006

Public Schools

Low-Income Senior Housing
$8,639,603

$2,042,886
61 (Rents start at $275/month.)

State and Federal Historic Tax Credits,
Low Income Housing Tax Credits,
Property Tax Rebate for 10 years.

This rehabilitatiom project converted recently vacated public schools in downtown
Salina into low-income senior apartmamts. The 61-unit compllex routinely boasts a 0%
occupancy rate, and a property once described by the local newspaper as having the
potential to become “a conspicuows downtowm eyesore” is now an architectural gem in

the center of the community.
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CASE STUDY 5: ROOSEVELT-LINCOLN JUNIOR HIGH SCHOOL

About Salina

Population in 2008:

46,483

Estimated Median Household

Income in 2008:

Estimated Median House
or Condo Value in 2008:

About the Property

$40,848

$119,119

The Roosevelt Lincoln Junior High School Campus occupies most of a city block in
downtowm Salina. The property is listed in the Natiomal Register of Historic Places for
its significance in the areas of Education and Architecture. The school buildings on the
property today date to the fiirst part of the 20th century. Lincoln School occupies the
north end of the compliex, and Roosevelt Schoal sits to the south. Lincoln School was
built 1915-1917, and Roosevelt School was completed in 1925.

Community Benefits

> Potential eyesore close to
downtown converted to
clean safe senior housing.

> More than $3.5 million in
construction wages during
the project.

> More than $2 million spent
with Kansas companies for
construction materials.

> Increased property values
in the meighborhood.

As is often the case with public schodls, enrollment even-
tually outstripped the origimal capacity, and the buildings
were expanded several tilmmes over the years. By the late
1970s, a pair of large blond brick structures had been built
in the courtyard between the buildings, and a low enclosed
walkway connected the south door of Lincoln School with
the moderm buildings in the courtyard. They were practical
additioms, but unsympathetiic to the historic architecture,

Even with the additioms, the school district eventually out-
grew the propertyy, and the last classes were held there in
the 2002-2003 schoal year. Salina was left with an archi-
tectural white elephant in the core of the community.

In the interest of seeing the buildings restored and returned
to use, the Salina School board conducted a careful search
for parties who might be interested in redeveloping the
property. After a competitive bidding process, Pioneer
Group of Topeka was given the right to buy the vacant com-
plex and convert the property to low-incomme senior housing.
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Project Descriiption

Pioneer assembled an expert team of Kansas-based professiomals, which imcluded
Treanor Architects and General Contractor J. E. Dunn, both of Topeka, and Sumfilower
Bank of Salina provided construction ffimancimg. In addition to following the many re-
quirements associated with Low Income and Historic Tax Credits, the team met na-
tiomally recognized LEED green building standards. Just over $3.5 million was paid in
constructiom wages alone, and another $2.3 million went to Kansas suppliers of tbuild-
ing materials. The developer and all of the professionals involved are based in IKansas.

Project Budget

Uses Amounts
Acquiisition $2,500
Rehabilitatiom Costs $6,611.804
LEED Certificatiom $255 D00
Architectural and Engineering Fees $515,176
Constructiom Period Interest, $127,176
Insurance, & Real Estate Taxes

Financing Costs $128,139
Soft Costs $999,708
TOTAL $8,639,603

Among the local dignitaries and interested parties to attend the ribbon-cutting in
2006 was retired City Manager Frank Kissinger, who spent many hours as city man-
ager ensuring that the project would work. Also attending was Lois Smith-Rolby, who
attended Lincoln Schoal in the 1940s. Her opinion of the rehab was included in the
front-page article announcing the completiom of the project. One can assume that her
sentiments were shared with many: “I think it's wonderful.”

Funding

With total project costs exceeding $8.5 million and monthly rents starting at $275, a
variety of funding sources were needed to make sure the completed project was fii-
nancially feasible. Fortumatlly, the developers were able to qualify for state and federal
HTCs, as well as Low Income Housing Tax Credits. As the budget shows, all of those
sources were needed to make the project viable. Without any one of themm, the Ibuild-
ings could well be empty yet today.
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CASE STUDY 5: ROOSEVELT-LINCOLN JUNIOR HIGH SCHOOL

Funding Sources

Deferred Developer Fee $258,493

Equity from lLow-Income $4,374,083
Housing Tax Credits @ $0.85

Equity from Federal and State HTCs $2,907,027
Tax Credits @ $0.86 & $0.73

Permanent Financing (7.5%, 30 YRS)  $11000DO0
Total Funding Sources $8,639,603

Results

This project is already breathing more life into Salina’s downtowm, supporting existing
businesses and encouraging new business creatiom. The restored auditorium at LLimcoln
Schoal, open to both residents and the general public, is developing into a favorite
commuimity gathering space. The complex routinely has an occupancy rate of 100%. It
has also given a boaost to the owmers of surrounding rental properties, who have en-
joyed an improved overall rental market due to the presence of this large, well-main-
tained complex.

Ross Freemam, President of Pioneer Group, the developer for Pioneer Presidents’ Place,
noted|, “This was a wonlgefiiu/ ecammmit/c develdporerent prajgett for Kansas. It ermppioyed

a hugre numideer of. Kansanss, and’ germsrasded a lott of ecommoviv'c excitbemeant in and’ aavound
Saliimm. It also ufiliZedd existingg inffessiuctatere and! has braugght maree peapide to live in the
dommdawn arem, helfpigg futheer reviidbzize domdewn businessses. We waouldd natt /nave
evem comsidgeeed the prapgett if the histridc tax credités were natt sewaible.”

In addition to saving the historic buildings and creating clean, safe senior housing, the
rehabilitatiom project injected more than $8 million directly into the Kansas economy.
All of that money was spent before any historic tax credits were iissued.

This case study is extracted from a study by Rutgers University that was prepared for the Kansas Preservation Alliance that
was released in March 2010—Economiic Benefits and Impact of Historic Preservation in Kansas. The Salina case study was
prepared by Deb Sheals, historic preservatiom comsultamt, Columitia, MO.
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