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108,27084030%1200

103,75980530%1150

99,24877030%1100

94,73773530%1050

90,22570030%1000

79,59261735%950

75,40358535%900

71,21455235%850

67,02552035%800

62,83648835%750

58,64645535%700

54,45842235%650

50,26839035%600

42,23533040%550

38,66830040%500

34,80127040%450

30,93424040%400

27,06821040%350

Loan @ 7%  20 Yr 
Amort
5 Yr Balloon (c = .0931)

Monthly Net Operating 
Expenses (NOI)

Allocation to ExpensesMonthly Rent per unit
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The incentives 
section of this 
presentation was 
compiled by Carol 
Tyson of the 
Illinois Historic 
Preservation 
Agency
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Incentives to fill upper floor project gaps

State 
Historic Tax Credits
Tax Abatement
HOME
Section 42 Tax Credits
Targeted Investment Tax Credits
Preservation Design Services

Federal 
Historic Tax Credits
New Markets Tax Credits
CDBG Section108 loans
EDA

Local
Tax Increment Financing
Tax Abatement
Façade Programs
Revolving Loan Funds
Façade Easements

Private
CRA activity
FHLB
Property Donations
Intermediaries

Free Design Services from a variety of sources
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Federal Historic Tax Credits

More like a rebate than an 
outright grant

Percentage of project cost is 
subtracted from federal income 
taxes owed

Historic buildings                  
20% of a  $100K project  = 
$20K credit

Historic Tax Credits Nuances

First rule of tax credit use is there are many nuances in their 
use.

Have a great accountant and an even better attorney with 
specific knowledge of tax credit investment.

Investor income limits range from $7-10,000 credits per year 

Larger projects can syndicate tax credits or sell them to a large 
corporate entity for up to 95 cents per dollar of tax credit.

20% “Historic Tax Credit vs. the 10% Old Building Tax Credit
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20% ‘Historic’ Credit

Must be a certified historic structure either an individual 
building listed on the National Register or a contributing 
structure in a Federal Historic District or some local 
districts   

Income Producing Building

Can adapt building to new use
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Substantial Rehabilitation
Minimum Expenditure 
during 24 month period 
must be greater than 
$5000 or exceed the 
Adjusted Basis of the 
property.

The adjusted basis is an 
accounting value for the 
property roughly 
described as the 
purchase price less land 
value and depreciation 
but adding previous 
improvements.

Work undertaken / completed must meet these standar ds:
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Rehab not restoration

Retain and preserve significant features
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Key interiors features can also be determined 
to be significant 

More flexibility is allowed in less significant are as
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Contact your SHPO 
early in the design 
phase

Plan a site visit with 
your SHPO

Apply before you start 
working

Building has to be 
placed  in service 
before  you can claim 
the credit

10% Rehabilitation Tax Credit

Non-historic building 
Income-producing - only non-residential
Buildings built before 1936
Physical Retention Test not Standards
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Only for prorated commercial
non- residential portions

Administered by IRS not by the NPS
or SHPO

Non-historic NOT for Historic District 
Buildings or individual National Register

10% Rehabilitation Tax Credit

Connecticut Historic Structure Rehabilitation Tax Credits

� Conversion of historic commercial or industrial building to 
residential use

� Partial credits available for mixed use buildings

� National or State Register designation

� Credit equals 25% of qualified expenditures

� Can be combined with federal 20% credits

� $ 15 million annual state cap

� $ 2.7 million project limit

� Transferable tax credit vouchers issued upon completion
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1998: $180,018 3 jobs                0 housing units
2000: $103,871,045 1,209 jobs         1,074 housing units
2003:    $434,347,377                 2,286 jobs         1,291 housing units
2006:    $546,052,854                 1,660 jobs         2,168 h2006:    $546,052,854                 1,660 jobs         2,168 housing unitsousing units

Dollars Invested in Missouri: 
Completed State Projects

Connecticut Historic Home Tax Credit

Credit against state 
income tax 

Up to 30% of 
qualified rehab to a
maximum of             
$30,000 per building

1-4 unit buildings

Annual state 
allocation - $ 3MM

Owner occupied for 
five years
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50% “Disabled Access Tax Credit”

IRS & Department of the Treasury
Designed for small businesses

50% of the amount up to $5,000/yr
Minimum amount for project costs is $250 and maximum is 

$10,250

Galesburg Former Masonic Hall

Sec. 42 Low Income Housing Tax Credits

Federal Program comes in two forms the 4% and 9% version.

Not for the novice property developer typically involves the 
creation of an LLP or LC to fully utilize tax credits.

The 9% version is the deepest subsidy available these days, 
can cover up to 40% of project costs.

Acquisition, construction, & rehab are all eligible expenses.

Must retain for 15 years or longer “preservation” is becoming a 
large issue.

Credits are allocated to states on a per capita basis and state 
housing finance agencies distribute the credits via a competitive 
process outlined in their qualified allocation plan (QAP).
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Section 42 Tax Credits: 

Are often combined with Historic Credits

Can be used to build mixed income and 
mixed use projects.

Most states have set asides for smaller 
projects sponsored by community-based 
development organizations.

Are often used by for-profit developers or 
housing advocacy organizations that may 
not have the long term development of a
mixed income neighborhood foremost in 
their plans.

New Markets Tax Credits

Investment in low-income communities with a poverty rate greater 
than 20% or area median income less than 80% of the 
metropolitan or statewide median, whichever is greater. 

Administered by Community Development Financial Institutions 
(CDFI) Fund & U.S. Treasury

39% credit  each dollar invested yields 39¢ in tax credit  

Credits claimed over 7 years

An investor that invests $1,000,000 in 2008 will receive 
$50,000 -60,000 in tax credits each year until 2014 for total of 
$390,000 in credits
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New Markets Tax Credits

National Trust Community Investment Corporation has a           
$53 million allocation to pass on to projects

(www.nationaltrust.org/ntcicfunds).

Energy Efficiency Tax Incentives

Energy Policy Act of 2005

Commercial buildings 
deduction of up to $1.80 per 
square foot for certain 
energy efficiency 
investments.

Depends on portion of 
building improved & amount 
of energy savings.

Whole building, envelope, 
HVAC or lighting
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Energy Efficiency Tax Incentives

Energy Policy Act of 2005

Lighting is improved to 
50% greater than 
ASHRAE 90.1-2001 =  
$0.60 per square foot

Facade Programs

Not specific to housing
usually supported by TIF or 
non-CDBG source of funding.

Important to include design 
assistance in the façade 
program.

Aimed at improving 
downtown’s visual qualities.
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Easements

Certified historic building 
owners convey a building 
façade easement to a 
charitable organization that 
accepts easement and agrees 
to maintain historical façade

The owner enjoys tax benefits 
and transfers responsibility of 
long term maintenance.

Easement = loss in value

Don’t forget In-Kind support

The Townhomes at Arsenal Hill in Columbia, SC
� Donation of all development and construction 

management services
� Donation of all soft costs by local surveying, engineering, 

architectural, real estate, and legal firms.
� Able to sell units for $95,000 to buyers with incomes 

below 80% AMI in an area with appreciating real estate 
values.
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Start by building your local team of EXPERTS!
� Accountants/Tax Attorney 
� Historic-building-friendly Architects 
� Construction Lender
� Code Officials

Building local development capacity

You don’t have to become a community-based developer to have 
a big beneficial impact on downtown investment

Chatterton Place Springfield

Variety of Incentives
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Often more income opportunity upstairs than down
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