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Civic San Diego

Overview and Structure

VISION---------- About (.:'V'C Mission

To revitalize urban
neighborhoods that are great
places to live and work.

San Diego

To foster innovative community
partnerships to improve the quality
of Iife i n San DI
neighborhoods.
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“--Qur Core Values

A Respect the community as partners
A Transparent engagement

A Fiduciary stewards of public resources
A Embrace cultural diversity

A Foster higperformance culture
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Civic San Diego

Overview and Structure

ok | . _ 099
%ﬁ“ﬁ Public benefit, nprofit corporation 288 Staff departments
[ [
e A Neighborhood I nvestm
090 : - Housing, & Economic Development)
oy Ninemember Board of Directors © Public Works
— 4 Planning (Entitlements, Permitting ard Long
o Range)
oie =2 f - A Parking District
@& Two Separate NBrofit COI‘pOI‘atIOHS A Community Engagement & Capital Sourcing
w4 Civic San Diego A Administration (Finance / Accounting / HR /
A Civic San Diego Economic Growth & IT)

Neighborhood Investment Fund (NMTC)
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Civic San Diego

Financing Tools

New Markets Tax
Credit Program ~="~""""""7"7" ~.

A Development & Operating
Business

A Flexible Program

A Project between$%30 Million

A Business related projects

Community Development ------ -
Financial Institution

A Community Bridge Loans
A Access to Capital Loan Fund
A BID Access to Capital Collaboration

Smart Growth Housing Fund

A Private Investments

A Middle Income Housing
i 80% to 150% AMI
A Triple Bottom Line
o Market Rate Returns
o Emerging Communities
a Transit Oriented

Opportunity Zone/Fund

A New Federal Program

A Encourage investment in Opportt
Zones

A Defers and reduce taxes on gain:

A Invest through a Opportunity Fun
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Civic San Diegt
New Markets Tax
Credits Explained

Chris Hasle

Principal, United Fund Advisors
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Civic San Diego
How does the NMTC Program Work?

THE NEW MARKETS
TAX GREDIT:

HOW IT WORKS

NEW MARKETS
TAX CREDIT COALITION



Civic San Diego

New Markets Tax Credits

A Enacted on December 21, 2000

A Part of the Community Renewal Tax |
Relief Act of 2000 $10 Mil

Investment
A Administered by the U.S. Department
of Treasury, Community Development
Financial Institutions Fund (CDFI Fund)

Application for Allocation
CDFI Fund
$10 Mil NMTC Allocation
A Creates a tax credi@oaalified Equity

Investments (QEIs) in Community Foes and Reserves
Devel opment Entity ( CD|Eigognto held by CDE $1 Mil

_ _ _ _ _ Business
A Goal is to provide private investment in
Low Income Communities :
| Business
A Overseehy an Advisory Board
S Sample Project
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$3.9 Mil Tax
Credits




Civic San Diego

New Markets Tax Credits

Flexible Financing Tool

Borrower can be-foofit or neprofit

Real estate development or support ongoing operations
Project costs in the-#20 million range

Balance of project financing identified

Site control and entitlements in place

Project in high distress area with community benefit
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Civic San Diego

New Markets Tax Credits

Similarities to TraditionaFinancing

Wil use the same basic agreements: loan, note, deed of trust,

Wil need to provide standard real estate due diligence: appral
environmental, surny@gformeetc.

Wil need to provide standard sponsor due diligence: financial
experience, etc.

Have similar ongoing reporting requirements.



Civic San Diego

New Markets Tax Credits

Differences: The Negatives

Take longer to close: ~3 months.

Not dealing with just lender, but also tax equity investor and le
lender.

A lot more agreements required at close.

High transaction costs and indemnification to tax credit investc
required.

Does not work as well witraesat based lending.
All of the money Is advanced at close.
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Civic San Diego

New Markets Tax Credits

Differences: Eligibility
Borrower needs to be a qualified business.
Projeclocated in a qualified cefrsucs.
85%-oftangibl@ropertyn LICs (easiest).
Collectibles limitations.
Nonqualifiddhancigbroperty limitations.
Restrictions on residergiiaprojects.
Limitations on farming.
Nosinbusinesses.




Civic San Diego

New Markets Tax Credits

Differences: Flexible Terms
Examples

Interest rate: at least 50% below market.
Origination fees: 0%.

Interesonly period: 7+ years.

LTV: 90%-+.

Amortization period: 23 to 33 years.
Collateral: no deed.

DSCR: 1.00.

Subordinatiori® Bosition.



Civic San Diego

New Markets Tax Credits

Differences: Focus on Areas of Distress

30% Poverty, 60% MFI, or 150% Unemployment.
Non-Metropolitan Counties.

Targeted Populations.

25% Poverty, 70% MFI, or 125% Unemployment.
SBA HUB Zones.

Brownfields.

Hope VI Redevelopment.

Federal Native Areas.

ARC/DRA Areas.

ColoniasAreas.

Federal Medically Underserved Areas.

Federal, State, and Local Zones.

FEMA Disaster Areas.

Healthy Food Financing Initiative Designated Food Deserts.
13
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Civic San Diego

New Markets Tax Credits

Differences: Community Impacts

A Job Creation and Retention.

A Quality of Jobs.

A Jobs Accessible to Lawcome Persons or Residents of LICs.
A Commercial Goods or Services to LICs.
A Healthy Food Financing.

A Community Goods or Services to LICs.
A Financing Minority Businesses.

A Flexible Lease Rates.

A Housing Units.

A Environmentally Sustainable Outcomes.
A Part of Community Plan.

A Catalytic.
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Civic San Diego

New Markets Tax Credits

Differences: Financial Benefit

Typical benefit to borrower:
ANo origination fees.
ALow annual interest rate.
ALoans typically forgiven at end of seven years.
ANet benefit = ~20% of project cost .

QEl
Tax Credit

Gross Benefit
Fees

Closing Costs
Net Benefit

$ 10,000,000

$ 039 $ 3,900,000
$ 0.85 $ 3,315,000

9.0% $ (900,000)
$ 400,000 $ (400,000)

$ 2,015,000
20.2%
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Civic San Diego

New Markets Tax Credit (NMTC) Program Eligibility, Severe Distressed Status, and Mﬂfopoitu\ Status

Status, for CY 2017, using 2011-2015 eligibilty data. ‘ m:;‘?.}.:.mm

CRgED
A red census tract indicates
t hat t h &evarele a
Distressed" under the
NMTC program based on
meeting at least one of the
following three criteria:

A Poverty rate of at least
30 percent

or

A Median family income of
60 percent or less of that
areaodos median family
iIncome

0]

A Unemployment 1.5 times
the national average
(average is 7.9%)

ROLICYMAP.



Civic San Diego

Impactful NMTC Projects

A Market CredNaza/Jacol3enter
A Liberty Station

A North Park Theatre

A San Ysidro Health Center

A BioFuel&nergy, LLC

A Monarch School

A Lafayette Hotel

A Mercado Del Barrio

A Sharp Medical Hospital
A Gary and Mary West Senior Wellness Center B, o SO0 12
A Diamond Neighborhoods Family Heater g .. "8 ol - < dt i
A Oak Park Family Health Center ., N N T | Y

A CopleyPrice Family YMCA

A Jackie Robinson Family YMCA

A Urban Corps of San Diego County
A Momentum Learning




