Creative Financing Using Low-Income Housing Tax Credits (LIHTC) & Private Equity
Case Study: The Oliver School Apartments

Leveraging public and private funds

The federal Low-Income Housing Tax Credit (LIHTC) program provides incentives to attract private equity
to help finance the development of affordable rental housing for low-income households. These housing
tax credits are awarded to developers of qualified multi-family residential projects. Although housing
developers can claim these credits, most typically generate capital for their projects by selling tax credits
to investors such as community banks. The benefit of credits purchased through the LIHTC program is
that purchasers of these credits receive a dollar-for-dollar credit against their federal tax liability
annually for a 10-year period, provided the property meets program requirements. Consider the project
covered in this case study.

Project: Oliver School Apartments, Winchester, KY
Partners: AU Associates, Christ Temple Church, Kentucky Housing Corporation, Kentucky Heritage
Council, Kentucky Bank, BB&T Bank

Background

The historic Oliver Street School, located in Winchester, Kentucky, was for many years the only place for
local African-Americans to receive secondary education. The school operated from 1892 to 1956. After
closing, the building sat vacant for more than 40 years. Christ Temple Church eventually gained
ownership with a vision to create much-needed housing. It sought the assistance of the Heritage
Council, who steered church leaders to AU Associates, a Lexington-based housing developer specializing
in the renovation of historic buildings. AU Associates formed a limited liability limited partnership (LLLP)
with the owners, Kentucky Housing Corporation, Kentucky Heritage Council, Kentucky Bank, and BB&T
and used low-income housing tax credits to convert the dilapidated Oliver Street School building into
affordable housing. AU Associates is the general partner of this LLLP, Kentucky Bank is a limited partner,
and Christ Temple Church is a special limited partner.

Now known as the Oliver School Apartments, this project provides 11 affordable housing units to meet
the needs of area residents. Former classrooms were uniquely designed into 3 one-bedroom units, 5
two-bedroom units and 3 three-bedroom units, all fully accessible with a new elevator. Apartment units
rent from $400-S600 a month. The building is fully occupied—all the units were leased within 30 days—
and there is a waiting list.

How were the redevelopment costs of close to $2.1 million covered? The project received an allocation
of LIHTCs, which resulted in a $1,550,000 equity investment from Kentucky Bank. The Kentucky Housing
Corporation’s affordable housing trust fund provided $100,000 and BB&T provided construction
financing of $850,000. The project also received federal and state historic tax credits of $346,000 and
$85,000, respectively. The Kentucky Heritage Council provided additional support.

This project represents the first time Kentucky Bank participated in a LIHTC project. Not only did it
receive CRA consideration and credits against its tax liabilities with their involvement, but the Bank also
facilitated the development of a priority community project. “We didn’t know what to expect going into
the project, but with the assistance of AU Associates we quickly realized the benefits of the LIHTC
program and how this program can help Kentucky Bank with making quality investments in support of
community development projects,” stated Greg Dawson, Chief Financial Officer, Kentucky Bank.

Where can I learn more?

Holly Wiedemann, President, AU Associates Inc., holly@auassociates.com

Greg Dawson, CFO and Senior Vice President, Kentucky Bank, greg.dawson@kybank.com
U.S. Department of HUD,
http://www.hud.gov/offices/cpd/affordablehousing/training/web/lihtc/basics/



http://www.hud.gov/offices/cpd/affordablehousing/training/web/lihtc/basics/

