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As everyone in commercial real estate development is aware, the financing world has changed
dramatically over the past two years. The various financing options previously available to real
estate developers have either disappeared completely (the commercial mortgage backed securities
market) or are now severely contracted (commercial banks, life insurance companies). The
challenge all of us face now is to find new ways of financing real estate development for this critical
sector of the United States economy.
Two years ago, a developer with a new project proposal could obtain financing with minimal equity,
little or no pre-leasing and obtain extremely favorable interest rates. As one would expect, this
resulted in a very aggressive financing market, with many projects financed under optimistic
assumptions. Many of these projects are now struggling, causing a wave of defaults and problem
loans for the original lenders. In this environment, even a well-structured project with a significant
equity investment is difficult to finance.
Given bleak environment, one would expect that no new projects are moving forward. Fortunately,
over the past ten years a number of financing enhancements have been put in place through the
federal, state and local governments and creative developers are utilizing these options to get their
projects done. While these options may have been overlooked in the past as being too cumbersome
and difficult, they are now being looked at once again and combined with a lower level of traditional
financing to put all of the pieces in place to fund a project.
In the state of New York, there are numerous programs in place to fund real estate development.
These programs presently include:
* New Market Tax Credits
* Historic Tax Credits (both Federal and NYS)
* Restore New York Grants
* Tax Exempt Bond Financing
* Empire Zone Benefits
* Local Payment In Lieu of Tax Programs (PILOT)
* Brownfield Credits
In addition to these major programs, there are a number of other incentives available through local
governments and utility companies.
While any one of these programs can be a daunting task to put into place, developers here in
Syracuse, have successfully combined many of these options in order to proceed with their projects.
The complexity introduced by using just one of these options can delay a project and the
combination of multiple layers can be extremely difficult and time consuming. However, with the
proper team in place and a positive, persistent approach, the pieces can be put together to move a



project forward.
The following are a number of examples of projects that have either been successfully completed or
are in progress in the central New York area. Many of these are urban redevelopment projects that,
by their nature, are difficult to develop in any economic and financing environment. But through the
layering of all available options, these projects were able to move forward.
* A $16 million acquisition of a former department store in downtown Syracuse. This project involves
the renovation of several vacant floors of the building into 44 residential units to go along with the
existing 130,000 s/f of commercial space. Funding is being provided through a Restore New York
Grant, historic tax credit equity, secondary financing through the city of Syracuse's Economic
Development Corp. and a conventional first mortgage provided by The Community Preservation
Corp. and three commercial banks.
* A $20 million new construction of a residential condo/commercial office structure also in downtown
Syracuse. This project is nearing completion and its funding sources included new market tax
credits, subordinate financing through the city of Syracuse, a grant from the local utility company,
Empire Zone tax benefits and a commercial bank construction loan.
* The $21 million acquisition/renovation of four adjacent historic buildings in the core of downtown
Syracuse. This proposed project will involve funding from a City By City Grant, federal and state
historic tax credits, utility grant, subordinate financing from NYS Dormitory Authority and possibly
new market tax credits, in addition to a conventional bank construction loan.
None of these high profile projects could have moved beyond the discussion stage without the use
of multiple funding sources. Due to the high construction costs in the downtown area and the
uncertainty related to the sale or rental of the residential units, a standard financing approach would
not have been successful.
If a developer plans on pursuing multiple funding sources, such as these three projects, there
should be an allowance for significant lead-time to coordinate the various layers. A one or two-year
time frame is not unusual to make sure all of the moving parts are in sync. The upside of this
arduous process is the successful completion of a project that otherwise would not have gone
forward.
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