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New Market Tax Credits

The New Markets Tax Credit (NMTC) program
was enacted in December 2000 by the U.S.
Treasury Department as part of the Community
Renewal Tax Relief Act. The initial purpose of the
NMTC program was to spur private investment in
businesses operating in low-income communities.

Under this program the federal government allocates
tax credits to Community Development Entities
(CDE), such as for-pro t banks and nonpro t
lenders including Wachovia, Suntrust and the
National Trust Community Investment Fund. By
offering the tax credits to private investors, these
entities raise funds that they then turn into nancing
for businesses and nonpro ts in low-income
communities.

The lender (CDE) uses its NMTC funds to help
borrowers nance the purchase, construction, and
renovation of real property. Past borrowers have
included charter schools, commercial real estate
developers, child care providers, churches and
other nonpro ts. Because of this federal subsidy,
qualifying projects bene t from loan terms that are
more attractive than those offered by other lenders.
Some examples are interest rate reduction- xed rate
construction-permanent terms, longer amortizations
and higher loan-to-value ratios. To quantify the
bene t provided by the NMTC to projects, it is
generally thought to lower the interest rate on a loan
by about 2 ½ to 5 percent (250 to 500 basis points)
relative to a market interest rate, depending on the
term of the loan,
the CDE and other factors. More information on
the program and its requirements can be found at
the Community Development Financial Institutions
Fund website; www.cd fund.gov.

Projects must be located in a low-income census
tract, de ned for the purposes of this program as
having either: (a) a poverty rate of at least 20% or

(b) a median income no more than 80% of
area median income. Areas tting either
of those criteria are termed a Low-Income
Community (LIC) Due to this liberal
de nition, 40 percent of all U.S. and most
central business district census tracts
qualify for the NMTCs.

The website will refer you to the Federal
Financial Institutions Examination
Council s (FFIEC) for the latest census
statistics. There is a database, Geocode,
where you can enter the address of
the property to nd the poverty level
percentage for it s speci c census tract.
Entering the Oconee Street School address
yielded a surrounding poverty rate of 41%
based on the year 2000 census.

MSA/MD Code: 12020
State Code: 13
County Code: 059
Tract Code: 0302.00
Poverty Rate: 41%
per www.f ec.gov/geocode

More recent statistics indicate that number
may be closer to 28%, but verifying the
exact gure would be beyond the scope of
this study.

Various uses of property are allowed,
including of ce, retail, education, health
care, industrial, and hotel. Additionally,
rental residential is permitted so long
as no more than 80% of gross property
revenue comes from residential units.
For example, a mixed-use of ce / retail /
apartment project may be eligible.

The borrowing entity for a project must
also meet certain asset and revenue tests.
For nonpro ts such as charter schools,
these tests are easily met. For commercial

http://www.cd
http://www.f


50

New Market Tax Credit Facts

Authorizing legislation (PL 106-554) signed in to
law as part of the Community Renewal Tax Relief
Act of 2000

NMTC is administered by the CDFI Fund within
the Treasury

The CDFI Fund issues NMTC Allocation
Applications annually

To date, the CDFI Fund has made over 200
allocation awards which have been used to raise
over $7.7 billion in private equity investment
targeted to low income communities.

Under current law, the last $3.5 billion in NMTC
allocations will be awarded by the CDFI Fund in
2008.

Legislation is pending in the 110th Congress in
both the House and Senate to reauthorize NMTC
for an additional ve years through 2013.

Tax Credit Specialist

This study has outlined several tax credit
options that may be pursued to enhance
the projects nancial viability.
Facade Easements are an additional

nancial incentive available to certi ed
rehabilitations. Owners who are
considering any of these options or a
combination of these options should
consult with a Tax Credit specialist. The
sequence of pursuing these options also
can make a difference in their yield.

A reference for a Tax Credit specialist
can be provided by the Athens-Clarke
Heritage Foundation.

real estate projects, often a single purpose entity is
created to own the property and be the borrower.
Some CDE lenders may not require a certi ed
rehabilitation to receive the New Market Credit
funding. However, the New Market Tax Credits
can also be twinned , or combined, with the
Federal Tax Credits. This so-called twinning of
rehabilitation and New Markets Tax Credits on
the same real estate transaction has a net effect of
adding 25-30 percent more equity to the transaction.
This equity boost helps offset the more dif cult
economics of developing historic properties in
disinvested communities. The additional equity
that a twinned historic/New Markets Tax Credit
investment brings to a rehabilitation project can
have a positive impact in a number of ways. The
additional equity reduces the project s debt burden.
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Additional Funding Sources

At the SHPO website, you can view listings
of available grants and charitable foundations
that may be source for funds. The listings state
general requirements for the funds and contact
information. SHPO staff can also provide a
potential applicant with more information.

Grants
Depending on the ultimate use of the property
there are also several grants outlined on the
Georgia Department of Natural Resources
Historic Preservation Division (SHPO). Many are
available for speci c uses such as educational,
cultural or non pro t organizations. Below is a
sampling of grants featured on the SHPO website.

Georgia Department of Education
The Capital Outlay for Public School Facilities
Construction funds new construction of and
renovation/modi cations to public school
facilities. For more information call the Facilities
Services Unit at 404-656-2454.

Georgia Local Development Fund
Administered by the Georgia Department of
Community Affairs, these funds are available
for Quali ed Local Governments for projects
that contribute to the implementation of the
communitys local comprehensive plan or solid
waste management plan. Typical projects
include downtown development, tourism and
related marketing activities, parks and recreation,
community facilities, and historically appropriate
improvements to government buildings listed
on the National Register of Historic Places.
Matching grants range from $20,000 to $50,000.
For more information call 404-679-4789 or
visit www.dca.state.ga.us/economic/ nancing/
programs.

Historic Preservation Division Grants
Located within the Georgia Department
of Natural Resources, the Historic
Preservation Of ce, which is the
Georgia State Historic Preservation
Of ce (SHPO). The SHPO offers two
grant programs, one federally-funded
and one state funded, for historic
preservation projects. A survey program
is also available each year to document
Georgia s historic resources. For more
information about the three programs,
visit http://www.gashpo.org/.

Georgia Heritage Grants
Initiated during the 1994 Session

of the Georgia General Assembly,
these grants provide funding for the
preservation of historic properties and
archaeological sites in Georgia. The
program offers matching funds on a
statewide competitive basis to local
governments and nonpro t organizations
for the preservation of Georgia Register-
eligible historic properties. For further
information or to be put on a list to
receive an application, contact: Carole
Moore, grants coordinator, at 404-463-
8434 or carole_moore@dnr.state.ga.us.

OneGeorgia Authority Grants
The OneGeorgia Authority was created
by the Governor and the Georgia
General Assembly to help bridge
the economic divide in Georgia. The
Authority will channel one third of the
state s tobacco settlement to economic
development projects for Tier 1 and 2
counties and, in certain instances, Tier
3 counties. Flexible assistance will
be provided in the form of loans and

http://www.dca.state.ga.us/economic/
http://www.gashpo.org/
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grants to support local and regional economic
development strategies. While the authority
will support traditional economic development
projects, it will also support innovative solutions
to local and regional challenges. For more
information, go to www.onegeorgia.org

Foundations

Community Foundation of Northwest
Georgia, Inc.
The foundation is dedicated to enhancing the
quality of life in the northwest Georgia region by
promoting philanthropy; building and maintaining
permanent endowment funds to be used for the
broad charitable needs of the region; serving as a
leader in identifying and prioritizing needs in the
community; serving as a catalyst in developing
effective responses to community issues;
encouraging collaboration between organizations
and agencies to shape solutions; and serving as a
steward of the funds in the endowment. Grants are
given in: animal welfare; community development;
education; environment; general charitable
giving; health care; historic preservation/historical
societies. For more information call 706-275-9117
or email cfnwg@alltel.net.

E. J. Grassmann Trust
This foundation gives grants to educational
institutions, local hospitals and health
organizations, organizations engaged in ecological
endeavors, and social welfare organizations,
particularly those helping children. Preference is
given to organizations with low administration
costs and which show efforts to achieve a broad
funding base. Historic preservation and historical
societies are listed in the organization s eld of
interest. Giving is located primarily in middle
Georgia and New Jersey. For more information
call 908-753-2440.

Robert W. Woodruff Foundation, Inc.
The Woodruff Foundation is an
independent private foundation with
a broad charter to support charitable,
scienti c and educational activities.
Grants generally are limited to tax-
exempt public charities located and
operating in Georgia. Principal giving
interests are focused on the following
program areas: elementary, secondary
and higher education; health care and
education; human services, particularly
for children and youth; economic
development and civic affairs; art and
cultural activities; conservation of natural
resources and environmental education.
Traditionally, preference has been given
to one-time capital projects and to other
extraordinary needs of well-established
public charities. Awards to individuals
and for basic operating support are
avoided. For more information, call 404-
522-6755 or visit http://www.woodruff.
org/

http://www.onegeorgia.org
http://www.woodruff
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Resources

Historic Preservation Division
Department of Natural Resources (SHPO)
34 Peachtree Street, NW
Suite 1600
Atlanta, GA 30303
Tel. 404-656-2840
Web: www.hpd.dnr.state.ga.us

National Park Service (NPS)
For Information Only
Contact on Certi cation should go through SHPO
Check out the link www.nps.gov/history/hps/tps/
tax/brochure1.html for
Information on the Federal Tax Incentive Program
Links to the Secretary of Interior s Standards
Links to Internal Revenue Service
Links to forms and Certi cation Applications

The information provided in this section on
Financial Incentives is very general. For speci c
information on how a property owner can take
full advantage of the incentives available, it
is recommended that a tax credit specialist be
consulted. While the Federal and State taxes
work in tandem, there are some instances where
pursuing a grant or easement might affect how
the tax credits are issued. For this level of
complexity, a professional should be consulted.
The Athens-Clarke Heritage Foundation can
provide some referrals and the SHPO of ce has a
Tax Specialist on staff.

Internal Revenue Service (IRS)
For Information Only
Contact on Certi cation should go
through SHPO
www.irs.gov/businesses/small/indus-
tries/article/0,,id=97599,00.html
This link contains:
Real Estate Tax tips and Topical Briefs

Athens-Clarke Heritage Foundation
Fire Hall No.2
489 Prince Avenue
Athens, Georgia 30601
Phone: 706-353-1801

http://www.hpd.dnr.state.ga.us
http://www.nps.gov/history/hps/tps/
tax/brochure1.html
http://www.irs.gov/businesses/small/indus-
tries/article/0,,id=97599,00.html


54

Cost Estimates

Determining the nancial feasibility of any
property development is dependent upon many
factors, including but not limited to project
costs, market value and the nancial goals of
the investor. The following information is pre-
sented to provide perspective on the estimated
project costs and to illustrate the potential
value of incentive programs such as the Federal
Incentive Tax Credit Program. Any investor
considering this property should perform their
own nancial analysis.

This study suggests many potential use scenar-
ios for the Oconee Street School. The potential
rehabilitation cost will vary depending upon the
use scenario nally selected by a property own-
er. To understand the potential rehabilitation
cost, this study includes a cost estimate based
upon Proposed Use Scenario #2. This scenario
assumes a predominantly business use for the
Main Building and Residential for the Cafeteria
Building. Scenario #2 was selected because the
uses for each parcel t nicely with the current
uses adjacent to the property. The Main Build-
ing is currently used for business use and fronts
the major street. The Cafeteria is nestled behind
the Main Building adjacent to other residential
properties suggesting a residential use for that
building. Additionally, this was a use that could
be implemented easily with the current con gu-
ration of the buildings and site.

The cost estimates were performed for the Main
Building and the Cafeteria Building and each
are described and summarized separately in the
following pages. The detailed estimating back
up has not been included in this study, but has
been provided to the Athens Clarke Heritage
Foundation. These estimates are for building
rehabilitation construction costs only, including

The Base Main Building rehabilitation costs
include:

abatement of lead-based paint and known
asbestos-containing material

a new ADA compliant entry ramp
repair to the exterior planter
basement waterproo ng
minor structural repairs
repair of the exterior envelope masonry

repointing, cornice repair, window repair
and replacement

new membrane roof
interior nishes, mechanical, lighting and

electrical for the common spaces - halls
two ADA compliant bathrooms on 1st and

2nd oors

contractor s fees and general conditions. There
are no contingencies included. These construc-
tion cost estimates re ect the portion of the
total projects costs that could be eligible for
the Federal Incentive Tax Credit Program.

Main Building Rehabilitation Costs

The rehabilitation costs included in the Main
Building cost estimate are to create a base
building shell in preparation for of ce tenant

t out. This pricing assumes that the historic
interior walls remain as un nished demising
walls for future of ce spaces.
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Location Square Footage Square Foot Cost Total
Main Building -
Base Building

18,223 GSF $76.78/GSF $1,399,500

New Enclosed Conditioned
Stair/Elevator Tower

320 SF $900.00/GSF $288,000

Tenant Fit Out 12,625 USF $25/USF $315,615
Total 109.92/SF $2,003,115

The tenant t out allowance would
include:

re nishing of existing wood sur-
faces oors, base trim, beadboard
celings

installation of a few gypsum board
partitions and new doors

electrical. lighting and HVAC re-
quired for space

Vertical Circulation Costs
Business Use will require ADA compliance and ap-
propriate life safety egress. To satisfy these require-
ments, Proposed Use Scenario #2 includes a two
story communicating stair and elevator towards the
rear of the building. The stair and elevator can either
be introduced in the interior of the building or as
an exterior connecting stair and elevator tower. The
Main Building Rehabilitation costs summarized on
the following page includes the exterior option. Other
options have been estimated and are presented later in
this analysis.

Tenant Fit Out Costs
The investor should consider nancing the tenant t
out as part of their construction costs to maximize the
basis for which they can qualify for tax credits. Many
of the expenditures eligible for the tax credit program
would fall under the t out category. Tenants could
be given a t out allowance to allocate towards their
space or design guidelines under which their space
will be built.

The tenant t out for a business use would run about
$25/SF. For a 600 SF space, the tout allowance
would be $15,000. In order to maintain eligibility for
the tax credits, design guidelines should be estab-
lished for tenants to ensure that any improvements
are reversible and do not damage the existing historic
fabric.

Summary of Main Building Rehabilitation Costs
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Cafeteria Building Rehabilitation Costs

The rehabilitation costs included in the Cafeteria
Building cost estimate are to create a base building
shell in preparation for residential tenant t out. The
Cafeteria Building is practically a shell, so this pric-
ing includes exterior work as outlined below and the
installation of interior walls to create a common re
rated circulation path through the building.

Tenant Fit Out Costs

The tenant t out for a residential use
would run in the range of $46 -$50/SF.
For a 600 SF space, the t out allowance
would be $30,000. In order to maintain
eligibility for the tax credits, design
guidelines should be established for ten-
ants to ensure that any improvements are
reversible and do not damage the exist-
ing historic fabric.

Location Square Footage Square Foot Cost Total
Cafeteria Building -
Base Building

3,375 GSF $77.77/GSF $262,457

Tenant Fit Out 2800 USF $50/USF $140,000
Total $119.25/SF $402,457

The Base Cafeteria Building rehabilitation costs
include:

abatement of lead-based paint and known asbes-
tos-containing material

minor structural repairs
repair of the exterior envelope masonry

repointing, window repair and replacement
new membrane roof and roof structure
interior nishes, mechanical, lighting and electri-

cal for the common spaces - halls.
canopy repair

The tenant t out allowance would
include:

re nishing of existing wood sur-
faces oors, base trim, beadboard
ceilings

installation of a few gypsum board
partitions and new doors

electrical, lighting and HVAC re-
quired for space

Summary of Cafeteria Building Rehabilitation Costs
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Vertical Circulation
The cost estimate included in this study assumes a requirement for the communicating exit stair and
an elevator for business use. If other uses are selected, the elevator requirement could be eliminated.
The stair could vary from an entirely enclosed and conditioned stair tower addition to a protected,
open egress stair addition. The stair and the elevator, if needed or desired, could also potentially be
located within the building s current footprint for a substantial savings in construction costs. How-
ever, the trade off would be losing usable square footage within the building.

Federal Incentive Tax Credit Program for Historic Preservation

Based upon the building rehabilitation costs and depending on the vertical circulation solution
implemented, the rehabilitation costs eligible for the 20% tax credit are estimated to be around
$2,200,000 to $2,400,000. As described earlier in this study, there are potentially additional savings
that could be realized by participating in other incentive programs for certi ed historic rehabilitation
projects.

Vertical Circulation Options Total
New Enclosed, Conditioned Stair and Elevator Tower addition $288,000
New Enclosed, Conditioned Stair Tower addition (no elevator) $175,900
New Open Egress Stair Addition $38,400
Elevator located within the Building s Footprint $67,500
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Defraying the Costs

Many of the scenarios propose parcel-
ing off a portion of the land to be sold
for residential purposes. Two options
contemplate the sale of Parcel B , a .58
acre area at the northwest corner of the
property for residential use.

One option is that two single family
lots, one a ¼ acre and the other a acre,
could be parceled off and sold. This
would require rezoning Parcel B to an
RS5. Based upon the current local mar-
ket conditions, the selling price for these
lots could range from $40,000-$50,000
each.

Another option would be to sell of the
entire lot for multi-family development.
Under that option, the land value could
range from $72,000 to $120,000 for the
entire .58 acre.

Next Steps

To fully articulate the nancial feasibil-
ity of this project, it is recommended that

nancial and market analyses be imple-
mented. We have provided a preliminary
cost estimate of the rehabilitation costs.
The nancial and market analyses would
address many complexities that are be-
yond the scope of this study and unique
to each potential use, such as determin-
ing the rental market rates of the area as
well as factoring in the nancial impact f
the various tax credits and incentives.

Total Project Costs

In addition to the rehabilitation costs described in
previous pages, there are several other costs that
a developer must factor in to their nancial analy-
sis including land acquisition fees, permits and site
improvements. This estimate does not include the
following:

Land Acquisition Costs*
A/E Design Fees
Pedestrian paving, parking and landscaping
Legal Fees
Utilities & Infrastructure Improvements
Accounting & Financing Costs
Owner s Contingencies
Testing & Surveys
Development Costs
Special Permits & Use Fees
Contingencies**

*Land Acquisition Costs
With regards to Land Acquisition costs, LAS
consulted a local Athens Real Estate agent famil-
iar with land values in the area. The estimated
property value is in the range of $750,000 to
$1,100,000.

**Contingencies
The cost estimates do not include any bidding or
estimating contingencies.
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Case Studies of Certi ed School
Rehabilitations

Highland School Lofts
Atlanta, Georgia
Dates of Campus Construction: 1911-1972
Date of Rehabilitation: 2004
Known Financial Incentives Utilized: Federal and
State Tax Credits
Award: Excellence in Rehabilitation from The
Georgia Trust for Historic Preservation, 2004.

The two-story, red brick Atlanta building, de-
signed by Edward Dougherty, was an active
school from 1911 to 1972. Since that time, it has
been used mostly as of ces, with the wood oors
covered by vinyl and carpeting, doors replaced
and the original suspended ceilings covered by
plaster. The building was purchased by SideStreet
Developers in 2003 in hopes of adapting it to
house thirty condominium lofts.

The exterior of the buildings was completely
restored and many of the interior elements of the
building, such as stairwells, circulation patterns
and even chalkboards were preserved. The site re-
tained much of its existing green space, with some
reserved for terraces for the building s residents.
Charming conversion of lofts from 1920 s school
house. Original blackboards and clocks are some
of the features.

This project was nominated individually
to the National Register and underwent
a certi ed rehabilitation. That quali ed
the developers to take advantage of the
Federal and State tax credits as well as
the Property Assessment freeze. The Tax
Abatement status of the building was
used as a compelling selling point for
condo buyers.

Information courtesy of National Trust Press Release
issued April 17, 2004
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Kirkwood Lofts
Atlanta, Georgia
Dates of Campus Construction: 1906-1964
Date of Rehabilitation: 1999
Known Financial IncentivesUtilized: Federal and
StateTax Credits, Facade Easement

TheKirkwood Lofts project is located in the
historic east Atlanta neighborhood of Kirkwood.
This project is one of themost applicable to the
Oconee Street project because the rehabilitation
encompasses several buildingsof various de-
cades. The campus included four buildings:

TheOriginal School Building, built in 1906
TheMain School Building, built in 1922
TheCafeteria Building, built in 1950
TheLibrary Building, built in 1964

TheKirkwood property was nominated individu-
ally for the National Register. TheKirkwood
Lofts project retained and converted all thebuild-
ings to residential at a cost of $1 million accord-
ing to the Kirkwood Neighborhood Association
web site. Similar to the Oconee Street School, the
campusbuildings varied in style, but all were suc-
cessfully incorporated into the project. In addition
to Federal and State tax credits, the Kirkwood
Lofts projects also took advantage of a facade
easement held by EasementsAtlanta, Inc.


