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HISTORIC TAX CREDIT TOOL BOX ¢

Beyond the Dollars:
The Intangible Impact of
Twinned HTC/LIHTC Projects

CINDY HAMILTON, HERITAGE CONSULTING GROUP

Across the United States, municipalities are struggling to meet a seemingly never-

ending increase in demand for affordable housing.

While the need for affordable housing is greater than
ever, the challenge of providing sufficient affordable
units to meet demand has been apparent for nearly
a century. Beginning in the 1930s, the federal
government began to assume responsibility for the
construction of affordable housing. Through the use of

Image: Courtesy of Hugh Loomis
The General John F. Reynolds School, Philadelphia.

state and federal funding, local and regional housing
authorities were given the ability to clear derelict
tenements and build adequate and affordable housing

for those who need it most.

Beginning in the mid-20" century, private and
nonprofit developers entered into the equation. Private

development remains the predominant method of



affordable housing construction. For many of these

private developers, new construction provides
the best opportunity to accomplish the individual
company’s mission, as well as maintain financial
viability of the project. Another common approach,
however, is the rehabilitation of historic buildings
made possible by twinning historic tax credits (HTCs)
and low-income housing tax credits (LIHTCs). Some
developers work intimately with both, affording them
the ability to comment on the pros and cons of the

twinned approach.

Image: Courtesy of Hugh Loomis
General John F. Reynolds School’s wide interior corridors are
considered an attribute by the developer and tenants alike.

HELP USA

Among these developers is David Cleghorn, chief
housing officer for the nonprofit HELP USA.

Cleghorn has an unusual background in the affordable
housing industry. Following college, he went right to
work doing homeless outreach and case management
for homeless individuals who suffer from mental
illness. This led to his next job at Project Home in
Philadelphia, which brought him into the world of
real estate development. It was at Project Home
that Cleghorn got his initial experience with paired
HTC/LIHTC developments. He joined HELP USA 10

years ago.

HELP USA was founded in 1986 with the goal to
provide affordable housing and additional services
to both low-income and transitioning homeless
individuals. HELP USA has completed 30 affordable
housing developments multiple

across states,

including New York and Pennsylvania. Included
among their portfolio are two rehabilitation projects
of historic Philadelphia schools that now stand out as
excellent examples of how historic buildings can be

repurposed to serve as housing.

Rehabilitating Two Schools

First was the rehabilitation of Spring Garden School
No. 1, which was built in 1928 and rehabilitated by
HELP USA in 2017 as the Lural Lee Belvins Veterans
Center. More recently, however, HELP USA undertook
the rehabilitation of the Gen. John F. Reynolds School,
an Art Deco-style school built in 1926. The Reynolds
school’s rehabilitation was completed in late 2021.
According to Cleghorn, both Spring Garden School
No. 1 and the Gen. John F. Reynolds School stand out
among the company’s projects. As he put it, “the two
school buildings are hands down the nicest in our

portfolio.”

Despite this, Cleghorn noted that pairing the two tax
credit incentives comes with its own set of challenges
that one must learn to navigate in order to mitigate
issues with project financing and construction
timeline. As Cleghorn explained, “the LIHTC process
on its own can be easier to deal with than a twinned
LIHTC/HTC.” Primarily, Cleghorn noted “the LIHTC
program is designed for building affordable housing
and has been tailored to achieve quality and efficiency
standards specifically for that purpose. Adding
HTC into the mix,” Cleghorn continued, “can add
complexities as the historic requirements at times
oppose the requirements set forth by the state housing
agencies, specifically with respect to, for example,

energy efficiency.”

That being said, Cleghorn said that the two
programs can pair well with careful planning and an

experienced team.

“In general, it has been our experience that projects
pairing HTCs and LIHTCs can be effective in both
increasing the total number of affordable units in a
municipality, while also instilling a sense of pride in
that area’s history,” Cleghorn said. Understanding how

to navigate the HTC program and anticipate what
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will be required by the National Park Service (NPS)
and how that may conflict with the housing agency
requirements is key in being able to successfully pair

the two credits.

For the two school projects, HELP USA benefited
as the buildings were already listed in the National
Register of Historic Places, saving considerable time
and risk, as he put it, “ensured that the projects’
financing and timeline lined up appropriately.”
Although on the surface, as early 20" century urban
schools, the projects appear similar, once you dig in
to the project specifics, they showcase how each HTC
project is truly unique.

Different Challenges

The earlier Spring Garden project, for example, was in
a much worse physical condition at the beginning of
the process, having been vacant for decades. “W had
to repair or replicate certain features throughout the
building,” said Cleghorn. “The windows presented a

significant challenge.”

At the start of the project, the historic windows
remained in place, therefore, the team was required
match the historic in profile and design. Ultimately,
wood windows were chosen as a local window
manufacturer was able to meet the project’s cost and

schedule requirements.

Spring Garden had specific green requirements
that the development was forced to meet, which at
times were at odds with the HTC program. This
was especially evident in the HVAC system, which
required the use of different systems for the third floor
than the lower two floors. The use of triple-glazing
at the windows was also explored to achieve energy
performance requirements, but ultimately the NPS
would not approve this solution as the glazing would

not have a clear appearance.

The Reynolds school project, however, did not have
as many issues. For example, Cleghorn recalled that
the Reynolds school no longer had original windows.

The team, therefore, was able to install new aluminum

windows that closely matched the original appearance
of the school’s windows, but with greater flexibility on
the dimensions and profiles. Similarly, the school was
not in as bad a condition, which meant less demolition
and repair work.

Despite their differences, upon completion, the
two schools were both effectively transformed into
multifamily housing. Cleghorn explained that the
former classrooms were big enough to meet the
Pennsylvania Housing Finance Agency’s square
footage requirements. ”The corridors, meanwhile,
of the

buildings,” said Cleghorn. “Residents have decorated

have become a significant component
the spaces, making their unit entries truly their own.”
While some developers rehabilitating historic schools
find difficulties with the NPS requirement to retain the
wide corridors and tall ceilings, HELP USA embraced
these features and consider them to be attributes.

Their tenants clearly agree.

The true impact of these developments, however, went
well beyond the dollars and the reuse of an historic
building. The Reynolds school recently held an open
house where residents were able to view their new

home for the first time.

“People were in tears. They were blown away with how
beautiful the units are,” Cleghorn said. “We’ve seen a
terrific response to the incorporation of historic fabric
in these units. The residents love to see the unique
qualities of these buildings. It is something that

instills a sense of pride in their new home.”

Twinning HTCs with LIHTCs may not always result
in a perfect marriage, as the goals of the programs do
not always align. In some instances, it may not even be
the most financially feasible option. For the developers
that complete these developments and for the people
that ultimately live within them, however, there is an
intangible result that cannot be measured in a pro
forma. The successful rehabilitation of the Spring
Garden and Reynolds schools effectively illustrate the

importance of utilizing the two credits. $

Cindy Hamilton is president of Heritage Consulting Group.
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