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National Development Council

National non-profit
Since 1969
Works in over 100 communities
“Increase the Flow of Capital in Underserved Areas”
Creates EDF systems
Business credit

Investment real estate
Affordable housing

Deal structuring, negotiation and loan packaging
Finance and development affiliates

Training

Tax Credit Syndication - RTC, LIHTC, NMTC,

Small Business Lending
Public Private Partnerships for Public Facilities

NDC



NDC

The National Development Council's (NDWC's) mission iz to increasze the fow of capital fo dizfrezszed urban and
rural communities for investmend, jobe and community development.

CAPACITY FINAMCING & DEVELOPMENT
Technical Training & Grow America HEDC
Assistance Certification Fund
w
-d

Technlcal Asslstance - MOC fiald direciors Corporate Equity Fund - NDC sarves & a development pariner as well as
help define, design and executs development praviding syndicated investments in law income and historic tax credits
e Grow Amarica FUnd - NDC creates jobs through SBA lending that facuses
Training — KOG instructors feach skills and an LMI as well a5 WMBE businesses
knoiledge needed bo siocesshully facilllats Houging & Economic Developmant Corporation [HEDC) - MOC finances

hausing and economic development projects

NDC

and builds community and public facilities on behalf of our chent communitias
thraugh public-privabe parnerships and new markets tax credits



Financial Incentives and Tax Credits

Using Financial Incentives
Promote Incentives and Be Willing to Use

Guidelines
“But For” Test
Net Financial Benefit to City/Town
Minimize Financial Risk to City/Town
No “Unduly Enrichment” of developers

Federal Tax Credits - Dollar for dollar reductions to
federal tax credits

Federal Rehabilitation Tax Credits (RTC)
New Markets Tax Credits (NMTC)
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Using Incentives Effectively

Reduce Development Costs
Discounted sale of land and building
Offset infrastructure costs
Parking, utilities, remediation
Reduce Taxes and Fees
NYS IDAs provide exemption on sales tax and mortgage recording tax
Accelerate Review and Approval Process
Time is money

Land use approval process can be better coordinated and
streamlined

Reduce Cost of Capital
Long-term, lower rate
Stretches borrowing capacity
Senior and subordinated debt instruments from government
agencies

NDC



Using Incentives Effectively

Make capital more readily available

Additional credit leverages private investment by lowering equity
requirements

Instead of 75/25, 50/40/10
Know all lending and capital sources
CDFls,

Empire State Development
NYSERDA

Industrial Development Agencies (IDAS)

Reduce Operating Costs

Payments in Lieu of Taxes (PILOT) through IDAs
Reduce Real Estate Taxes so as to expand borrowing capacity

NDC



Federal Rehabilitation Tax Credits (RTC)

20 percent credit on rehabilitation costs
Credit spread over 5 years
Must qualify

Certified historic structure or contributing building in National
Register historic district

Commercial, industrial or rental housing
Substantial rehabilitation
Get credits on all rehabilitation done within 24 months

prior to certificate of occupancy or within 60 months
under Approved Plan

Follow Secretary of Interior standards

NDC



Federal Rehabilitation Tax Credits (RTC)

Rehabilitation S5,000,000

20% Historic Credit

Basis S5,000,000
Credit % 20.00%
Credit S1,000,000
Price/S 87.00%
RTC Equity $870,000

UNDC :



General Organizational Structure
For Tax Credit Development

0.1% 99.9%
Developer Investor
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State Rehabilitation Tax Credit Program

Supplements tax credit
equity raised from federal
tax credit

In NYS, state rehabilitation
credit

20% of eligible basis
Capped at S5 million

Property needs to be in
Qualified Census tract

Rehabilitation 95,000,000
WoFederal ~ 20%State  Total
Basis $5,00000 95,000,000
Credit % 20.00% 20.00%
Credit §1,00,000  §1,000,000
Price/$ 087 087
RTC Equity 70000 9870000 $1,740,000

3%
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New Markets Tax Credits (NMTC)

NMTC program is operated through the Community Development
Financial Institution (CDFI) Fund, a division of the U.S. Treasury

Designed to spur investment and promote economic development
in rural and urban low-income communities

Provides investors a credit against federal income tax liability for a
qualified equity investment (QEI)
Annual awards made to Community Development Entities (CDE)
The CDE is a pass-through entity for the credits
Primary mission of the CDE must be to benefit LICs

NMTC = 39% of the QEI taken over 7 years
5% for each of the first 3 years
6% for each of the next 4 years

Private investment of .30 for every $1.00

I-M]Nm 11



Monetizing Historic Tax Credit and NMTC

Historic Tax Credit

Historic Tax Credit Basis $2,800,000

20%

$560,000

Price/S 85%

Equity Raised $476,000
IINDC

New Market Tax Credit
Investor Loan 2450000
NMTC Equity Investment | 51,174,000

TotalInvestment Q| 63624000

NMTC Investment 1474000
e A6 390 of F
NMTC Price§ 8%
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M MTC Cormme rcial
Bank Inwvestor

NMTC Structure

51,174,000

NMMTC Structure

Bijou Square

B

MMTC [29% of

QEl)
51,413,360

Healthy Living Fund, LLC

rMamaging Members: Lenders
mMember Investor: TED

52,450,000

Oualified Eguity Inwestment

[QEl)
53,624,000

l £3, 624,000

COnMmuLnItyY
evelopment Entities

Bank Loan

£3, 624, DD
Less koad

Bijou Sguare LLC
qualified Acthire Low | ncome
Community Business [(QaUCE)
Singic Agot Oeoner of Real Evabe

s 4

CDE Loads and Fees:
TBD
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Real Estate Tax Exemptions through PILOTs
In NYS, through Industrial Development Agencies (IDAS)
Uniform Tax Exemption Policy

Payment in Lieu of Taxes (PILOT)

If Pay Taxes at Full Assessment, development often is
not feasible

“But for” the use of PILOT, development not financially
feasible

Size PILOT in order to create financial feasibility

Cost-Benefit Analysis
Tax Increment Benefit to Development

UTEP provide guidance for “targeted development”
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Uniform Tax Exemption Policy (UTEP)

New Rochelle PILOT Policy
Uniform Tax Exemption Policy

RESIDENTIAL - % ABATEMENT COMMERCIAL - % ABATEMENT

Year of 20 Years 15Years 10Years 485(b) 20 Years 15Years 10Years 485(b)
TCO Maximum benefit Maximum benefit Scaled down On-going benefit Maximum benefit Maximum benefit Scaled down On-going benefit

intended for early intended for early benefitintended intended for early intended for early benefitintended

years of overlay  years of overlay for mid years of years of overlay years of overlay for mid years of

overlay overlay
1 90% 100% 100% 50% 100% 100% 100% 50%
2 70% 100% 100% 45% 95% 93% 90% 45%
3 50% 55% 55% 40% 90% 87% 80% 40%
4 50% 51% 48% 35% 85% 80% 70% 35%
5 50% 47% 41% 30% 80% 73% 60% 30%
6 50% 42% 34% 25% 75% 67% 50% 25%
7 50% 38% 28% 20% 70% 60% 40% 20%
8 50% 34% 21% 15% 65% 53% 30% 15%
9 50% 30% 14% 10% 60% 47% 20% 10%
10 50% 25% 7% 5% 55% 40% 10% 5%
11 50% 21% 0% 0% 50% 33% 0% 0%
12 45% 17% 0% 0% 45% 27% 0% 0%
13 40% 13% 0% 0% 40% 20% 0% 0%
14 35% 8% 0% 0% 35% 13% 0% 0%
15 30% 4% 0% 0% 30% 7% 0% 0%
16 25% 0% 0% 0% 25% 0% 0% 0%
17 20% 0% 0% 0% 20% 0% 0% 0%
18 15% 0% 0% 0% 15% 0% 0% 0%
19 10% 0% 0% 0% 10% 0% 0% 0%
20 5% 0% 0% 0% 5% 0% 0% 0%

5
8
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For More Information

Robert (Bud) Sweet

Field Director — Eastern U.S.
National Development Council
FIVE South College Drive, Suite 202
Binghamton, New York 13905
1-607-677-0852
rsweet@ndconline.org
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