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Legal & Financial Disclaimer

CDFA is not herein engaged in rendering legal, accounting, financial or other 

advisory services, nor does CDFA intend that the material included herein be relied 

upon to the exclusion of outside counsel or a municipal advisor. This publication, 

report or presentation is intended to provide accurate and authoritative general 
information and does not constitute advising on any municipal security or municipal 

financial product. CDFA is not a registered municipal advisor and does not provide 

advice, guidance or recommendations on the issuance of municipal securities or 

municipal financial products. Those seeking to conduct complex financial 

transactions using the best practices mentioned in this publication, report or 
presentation are encouraged to seek the advice of a skilled legal, financial and/or 

registered municipal advisor. Questions concerning this publication, report or 

presentation should be directed to info@cdfa.net.





Landscape of 
Development Finance in 

2025



Tough Times for Development Finance

 Federal Funding – Major funding cuts, programs eliminated, agencies closed, tools 
restricted & funding that was previously allocated is being rescinded and/or taken 
back. 

 HUD – 800 staffers fired

 EPA – all environmental justice staff fired

 CDFI Fund – all employees (below director) fired

 USDA – dozens of grant programs cancelled (notably in the food system finance space)

 GGRF - $27B in federal funding rescinded for clean energy development

 MBDA, USAID – closed agencies

 Tax-Exempt Bonds – Threatened with elimination

 Cancelled Grants – Thousands of grants from DOE, DOT, DOT, USDA, HUD and other agencies 
have been cancelled throughout the country.

 Threat – Significant threats remain to the SSBCI, USDA, EDA and many other federal 
programs



Impacts and Outcomes

 Significant slow down in public finance from January through May

 Thousands of communities, nonprofits and development agencies scrambling to find 
new resources to support programming

 Whole sale closure of local nonprofits and organizations previously relying on the 
federal grants and funding awarded to them

 BUT THINGS ARE CHANGING…..

 Communities have shown great resilience

 Bond market is surging and traditional tools are back in fashion

 New tools are emerging – PACE, Opportunity Zones, New Markets Tax Credits & Bonds!!!!

 States and cities are taking matters into their own hands by…

UNLOCKING THE DEVELOPMENT FINANCE TOOLBOX!!!



What is Development Finance? 

 Development finance is the efforts of local communities to support, 

encourage and catalyze expansion through public/private investment 

in physical development/redevelopment and/or business/industry.

 It is the act of contributing to a project/deal that causes that 

project/deal to materialize in a manner that benefits the long term 

health of the community.

 Development finance requires programs and solutions to challenges 

that the local environment creates.



What Holds a Community Back from 

Unlocking Capital?

 Many roadblocks to supporting development including 

 Credit Quality – borrowers, project, community

 Disinvestment & Environmental Issues – crumbling infrastructure, 

contamination & blight

 Costs – sustainability is expensive (perception vs. reality)

 Resistance – equitable development is threatening to many



Principles of Development Finance

Finance, generally speaking, is agnostic to your 

project. Your project is GREAT. I believe you…but, 

finance cares (mostly) about one question…

How are you going to pay me back?

#1



Principles of Development Finance

Finance wants to know all the details. How will you USE your 
money and can you define your project?

You must be able to define your project on ONE or TWO pages:
 What is the actual project?

 What is the timeline?

 How much will the project cost? 

 Who are the customers or target market?

 Do you have land control? 

 What are the alternatives?

 What are the expectations?

#2



Principles of Development Finance

Finance is about identifying SOURCES of revenue. How 

are you going to pay me back? 

Find the revenue streams….

#3

Rents
Fees

Sales
Taxes Grants

Assessments

Donations

AppropriationsLoans Equity



Principles of Development Finance

Embrace the alternative. Development finance is very 

difficult and the project you envision simply may not be 

supported by the sources and uses available. 

Embrace the alternatives early in the process. You may 

find that you can meet your goals by being open to new 

realities and new partners…. 

#4



Principles of Development Finance

Development finance is all about identifying barriers to 

capital. Removing those barriers. Then identifying all 

the sources of capital that can contribute to the 

project financing. So….KNOW YOUR SOURCES!!!

#5



Landscape of Financing Tools

Credit 
Enhancement

Linked Deposit 
Programs

504 Loans
Collateral Support

Historic Tax Credits

501(c)3 Bonds

Industrial Development Bonds

Mezzanine Funds

Property Assessed Clean 
Energy

EB-5

Revolving Loan Funds

New Markets Tax Credits

Special Assessment

Tax Increment Finance

Municipal Bonds

Grants

Seed & Venture Capital

Community 
Reinvestment Act

Tax Abatements

Microlending

Opportunity Zones

PILOTS



In the End….

 All economic development comes down to the access to financial 

resources for completing a given project or deal. 

 Nearly all projects/deals hinge on the ability to leverage inexpensive 

sources of financing.

 As they say, cash is king, money makes the world go around and show 

me the money!



Building the 
Development Finance 

Toolbox



Introducing the Toolbox Approach

 The Development Finance Toolbox Approach is a full scale effort for 

building local and regional financing capacity to serve and impact a 

variety of business, development, land use, infrastructure and 

industry needs.

 This is an investment in programs and resources that harness the full 

spectrum of a community’s financial resources and is a dedication to 

public-private partnerships.



The Toolbox Financing Spectrum

5 Practice Areas

Practice Area 1: Bedrock Tools
Bonds and the Basics of Public Finance

Practice Area 2: Targeted Tools
Tax Increment Finance, Special Assessment Districts, Government Districts, Project 
Specific District Financing & Tax Abatements

Practice Area 3: Investment Tools
Tax Credits, Opportunity Zones, EB-5

Practice Area 4: Access to Capital Lending Tools 
Revolving Loan Funds, Mezzanine Funds, Loan Guarantees and Microenterprise 
Finance, Seed & Venture Capital

Practice Area 5: Support Tools
Federal Funding





Bedrock Tools





Bond Finance - Overview

 Bond use dates back over 150 years with the tax reform act of 1986 shaping 

today’s use

 A bond is a loan

 A loan is a promise to pay

 Loans have two components – Principal & Interest

 Principal = Amount borrowed

 Interest = Amount it costs to borrow the principal

 Projects value low interest capital….enter bond financing!! 



Bond Finance – How it Works

 Units of government (ISSUERS) borrow regularly in the tax-exempt bond 

market by pledging revenues to pay back the bonds

 Remember a bond is just a loan

 Investors (BOND BUYERS) fund these loans and provide the principal capital

 The bond buyer sets the terms and interest rate for the bond

 As a tax-exempt bond, the bond buyer is afforded exemption from income 

tax on interest income earned on this investment

 Meaning, the investor does not pay income tax on interest earnings

 As such, the bond buyer offers a lower interest rate to the borrower



Bonds – Two General Types

 Government (GO) Bonds – are tax-exempt, used for public projects

 Private Activity Bonds (PABs) – are tax-exempt, utilized for economic 
development

 What can they finance?

 Roads, bridges, sewers, water treatment plants, dams

 City halls, prisons, schools, hospitals, libraries, YMCAs, museums

 Parks, swimming pools, community centers, universities, 

 Stadiums, theaters, music halls, clinics

 Recycling plants, energy generation facilities, solar fields

 Small manufacturing facilities, first-time farmers, non-profits, affordable housing

 And much more



Bond Finance – Simplified Process

1. Project – Issuer identifies a project and determines if it qualifies for 

tax-exempt financing

2. Legal & Finance – Counsel and underwriters prepare documents, 

legal opinions and offering statements to price and sell bonds in 

capital markets

3. Placement – Underwriter places (sells) bonds with investors (bond 

buyers) raising principal for project

4. Pledge – Issuer pledges revenues (taxes, fees, appropriations, 

proceeds, etc.) to pay back the bond



Bond Finance – Simplified Process

4. Repayment – The bond is paid back over prescribed timeframe with 

regular principal and interest payments

5. Trustee – Acts as fiduciary agent on behalf of bond holders (bond 

buyers) and manages payments

 Benefit to Borrower – Lower cost capital for public purpose investment

 Benefit to Investor – Bond buyer receives relief from federal and state 

income taxes on interest earnings on bonds



Borrowers, Issuers & Conduit Bonds

 The issuer and borrower are not always the same entity

 An issuer can be a borrow (such as a city, county, etc.)

 Issuing bonds for their own public benefit purpose

 However, a borrower does not have to be an issuer

 Certain borrowers (non-profits, first time farmers, manufacturers, hospitals, etc.) 

may use an issuer to access bond financing

 This type of issuance is called conduit bond financing



Borrowers, Issuers & Conduit Bonds

 Bonds issued on a conduit basis are not backed by the issuer

 Conduit bond debt is solely the responsibility of the borrower

 Issuer has no responsibility to pay back the bonds 

 This type of bond is called a non-recourse conduit bond

 Private Activity Bonds are typically issued on a conduit basis





Targeted Tools





Tax Increment Finance

 Second and most common targeted form of financing.

 First created in 1952 in California to act as a catalyst for redevelopment areas.

 Quickly spread across the country – 48 states and District of Columbia have 
enabling legislation.

 Referred to by a variety of names:

 TIF - Tax increment financing (most states)

 TAD - Tax allocation district financing (GA)

 PDF – Project Development Financing (NC)

 TIRZ - Tax increment reinvestment zones (TX)

 California currently does not have a TIF law



What is TIF?

 Special authority provided to a local governmental jurisdiction which allows 

them to allocate specific tax revenues towards the redevelopment, 

development or renovation of the built environment.

 A mechanism used to capture the future tax benefits of real estate 

improvements to pay the present cost of specific improvements.

 TIF is used to channel incremental taxes toward improvements in distressed 

or underdeveloped areas where development would not otherwise occur by 

using the increased property or sales taxes that new development generates 

to finance qualified costs related to development.



What is Increment?

 Increase in taxes resulting from development

 Difference between base frozen tax and future generated taxes.

 Types of taxes used:

 Real estate – most common

 Sales tax 

 Income tax

 Gross tax

 Value added tax



Simple Project-Specific TIF Example

Using Up-Front Method of Financing:

 Existing property generates $50,000 a year in real estate taxes.

 Government designates the property as a “TIF” district.

 Tax base is frozen at $50,000 level.

 New project is proposed for the site and will in effect raise overall tax base 

generated to $450,000 (and rising) a year once completed.

 Developer agrees to make significant investment and seeks TIF funds from 

govt. for eligible public improvements.



Simple Project-Specific TIF Example

 Government conducts “but for” test and agrees to TIF deal and issues tax-

exempt bonds to finance proposed infrastructure improvements.

 Bonds are issued generating cash for the project (several options on actual 

financing mechanism).

 Once project is complete, new assessment is completed on property 

($450,000 in taxes a year as indicated before).

 Frozen base ($50,000) continues to flow to pre-existing coffers (city, county, 

schools, state, etc.).

 Increment ($400,000) goes towards debt service on the bonds or developer 

loan that were issued for the project.



Simple Project-Specific TIF Example

 Increment is used to pay back bonds over time, anywhere from 10-40 years.

 Once bonds are paid off, the property taxes are “unfrozen” and the full tax 

base generated goes to existing coffers (city, county, schools, state, etc.).

 THE KEY - No new taxes are requested and no existing taxes are used in 

the financing of the project.





Investment Tools





Investment Tools

 Investment tools, such as tax credits, opportunity zones and EB-5 

play a major role in local economic development efforts

 States have created hundreds of programs with both targeted and 

broad based functions

 Federal government has numerous programs which are proving to 

be very successful



Taxation 101

 Taxable Income –Portion of your income that is subject to taxation

 Tax Deduction – Allowances that reduce your taxable income

 Tax Rate – Rate with which you are taxed

 Tax Liability – Amount you owe after taxable income and deductions have 
been factored accordingly with your tax income tax rate

 Tax Credit – Amount of relief afford to you to offset your tax liability (dollar 
for dollar)



Basics of Tax Credits

 Investors receive a state/federal credit on their tax liability for qualified cash 

investments in projects/deals

 Investors must demonstrate, with written proof, that the resource 

commitment has been made and in turn the distributor of the tax credit is 

only authorized to issue credit based on actual outlays of these resources

 Investor then takes the credit on govt. tax liability. Can be personal, business, 

corporate or other liability

 In some cases, the credit is transferable to others through sale creating a 

secondary financial market



New Markets Tax Credits (NMTCs)

 New Markets Tax Credits (NMTCs) are federal, dollar-for-dollar tax credits to 

assist in the funding of neighborhood changing/job creating commercial real 

estate projects and businesses located in low-income census tracts.

 According to the GAO, 88% of NMTC investors would not have considered 

investing in a project without the NMTC.

 Credit is equal to 39% of total qualified investment.

 Very complex, lots of terminology, requires considerable legal and accounting 

oversight.



NTMCs – What can be Financed?

 Charter schools, health care facilities, timberlands, child care providers, 

supermarkets, restaurants, museums, hotels

 Performing arts centers, pharmacies, convenience stores, manufacturers, 

processors, distributors, trucking companies, printing companies

 Waste management, renewable energy projects, sporting goods, office 

buildings, shopping centers

 Substance abuse treatment facilities, recording studios, movie studios, 

parking garages, etc., etc.



NMTCs are Now Permanent

 OBBB made NMTCs permanent

 Each year $5B will be allocated to CDEs for investment

 In the past, communities avoided using the NMTC program because of the 
uncertainty around program authorization

 Communities also avoided using the program due to the extremely competitive 

nature of the awards

 With permanency, every community is now on level playing field to engage 

NMTCs in the coming years

 Strategy 1 – Collaborate with a CDE and get in their pipeline

 Strategy 2 – Prepare to become a CDE and apply for your own allocation. 



https://www.cohnreznick.com/nmtc-map

https://www.cohnreznick.com/nmtc-map
https://www.cohnreznick.com/nmtc-map
https://www.cohnreznick.com/nmtc-map




Access to Capital 
Lending Tools





Small Business Investment

 Small businesses make up 99.7% of all firms, employ half of all private sector 

employees and account for 45% of the total U.S. payroll.

 Small businesses have also generated 60-80% of all new jobs annually over the 

past decade.

 Economic developers, however, have traditionally neglected small business 

development in pursuit of larger companies. 

 Small businesses need access to affordable, reliable capital to get started and 

“working capital” for their day to day operations and for new investment.

 Communities that offer access to capital options are building relationships 

with their small business community as a partner and investor.



Traditional Access to Capital Tools

 Access tools cover a wide variety of programs that are tailored to address 

specific industry needs, for businesses in different stages of development, 

largely at the local level. They can include:

 Revolving Loan Funds

 Mezzanine Funds

 Loan Guarantees

 Linked Deposit Programs

 Collateral Support Program

 Microenterprise Finance



Revolving Loan Funds

 Gap financing measure primarily used for development  and expansion of small 

businesses which struggle to obtain financing through traditional sources.

 Self-replenishing pool of money, utilizing interest and principal payments on 

old loans to issue new ones.

 Can be designed for broad sectors (small businesses) or for very targeted niches 

(facade improvements) to address myriad challenges in the community.

 Designed to allow for greater flexibility for borrowers with significant 

consideration put on the growth opportunity of the borrower’s business.

 Capitalized by grants, federal funds, appropriations, foundations, banks and 

bond issuances. 



RLF Characteristics

 RLFs don’t compete with convention funding sources, they compliment them. 
 Loan interest rates and terms can very from very low to market rate and above.

 RLFs are not free money, they are loans with an expectation of repayment.

 RLFs require traditional loan procedures including:

 Credit Analysis

 Underwriting

 Packaging

 Closing

 Servicing

 Monitoring

 Collections

 Workouts



RLF Characteristics

 RLFs should be staffed by financial and/or lending professionals or should 

involve partnerships with banks, credit unions and other lending institutions

 RLFs carry the risk of default and are a risk lending instrument

 RLF policies and approaches should reflect the relative risk profile of the loan 

fund and adhere to decision making that reflects the goal of the program

 RLFs are intended to be “evergreen” meaning that the program revenue 

(interest) earned on outstanding loans replenishes the fund to allow for 

ongoing new loans.



RLF Distinctions

 Key to a successful program is flexibility, adaptability, aggressiveness and 

efficiency of program.

 Flexibility – working with borrowers to craft a loan and repayment structure that 

works for the borrowers growth needs.

 Adaptability – willingness of fund managers to change with the economy and the 

local lending environment to fill needs of borrowers at any given time.

 Aggressiveness – effort made by loan fund manger to market program, catalyze 

leads and understand the needs of borrowers in the local market

 Efficiency – ability of fund to be nimble, easy to use and available in a reasonable 

timeframe.





Federal Support
Tools





Federal Financing – Unique Partners

 Federal government plays a significant role in development finance

 Operates over 200+ programs across 18 agencies and commissions

 Some of the most interesting and perhaps beneficial programs within the 

federal government are located in non-traditional agencies.

 This presents both a challenge and an opportunity.

 Challenge – finding and identifying the programs, getting engaged, 

resources, etc.

 Opportunity – these very unique and often targeted programs present 

a readily available resource to address your needs.



Applying for Federal Funding: Getting Started

 Create an account on Grants.gov and within the System for Award 
Management (SAM). Do it today!

 Align projects with anticipated federal funding opportunities

 Understand the Notice of Funding Opportunity (NOFO)

 Eligibility, terms, length, reporting, format, deadline, etc.

 Establish uniform procedures for applying and (hopefully) 
administering federal funds.



Applying for Federal Funding: Getting Started

 Identify potential community partners/stakeholders. Get buy-in!

 Get any needed political support at local, state, and federal level

 Provide supporting information to strengthen project

 Understand the environment in which you are applying (external 
political/social/environmental forces)

 Be ready to administer the grant and be in full compliance 
throughout its life

 Maintain accurate records and reporting practices to assist with 
closing any federal funding opportunity



CDFA’s Federal Financing Clearinghouse



Implementing the 
Toolbox



Keys to Toolbox Success

 Comprehensive effort involving bold thinking, innovative planning, 

considerable strategizing and a fully supported, cooperative effort 

from all involved. 

 Agencies that fail to build partnerships typically fail to implement the 

toolbox. 

 Bring stakeholders to the table – don’t try to operate all of these 

programs on your own.

 Partnerships should exist on the local, county, regional, state and 

federal level through the public, private, non-profit communities.



Think About Financing

 Create a Strategic Financing Plan that mirrors the community’s 

master plan and economic development strategy.

 Connect the economic and physical development goals of your 

community with aligned development finance strategies and tools. 



CDFA Advisory Services

CDFA provides a wide range of services to assist communities with 

unlocking capital through revolving loan funds and other development 

finance tools.

 Landscape Mapping

 Strategic Finance Planning

 Finance Program Development Plans 

 Grant Writing Assistance

 CDFI and CDE Certification Assistance

 Customized Training 





Strategic Planning Process

1. Proposal and Engagement Process

2. Setting the Stage – data, backstory, landscape analysis

3. Education and Group Engagement

4. Site Visit and Retreat (2 days)

5. Review of Outcomes

6. Generating the Plan

7. Plan Rollout and Education (1 day)















Important Notes

 Generally speaking this is a 6-8 month engagement

 Includes two in-person experiences (site visit retreat and plan rollout)

 Consists of numerous virtual engagements via a set plan and schedule (determined with client)

 Client provides all meeting space and dedicated staff to assist with planning and logistics

 Each step of process is facilitated via common strategic planning methods including,

 Appreciative Inquiry

 SWOT Analysis

 Desired Outcome Exercises

 Landscape Analysis

 Focus Groups

 Tool Education & Discussion

 Vision Statement & Mission Statement Process

 Cost estimate for full plan: Varies by Community Size (includes one year of support of plan)





Advancing Development Finance 
Knowledge, Networks & Innovation

Join CDFA Today! 
 Discounted Registration Rates for the CDFA Training Institute, Federal Policy Conference 

and National Development Finance Summit

 Reduced Rates for Publications in the CDFA Bookstore & Special Offers from Industry 
Partners

 Exclusive Access to the CDFA Online Resource Database and Federal Financing 
Clearinghouse

 Free Job and RFP Postings

 Access to the largest network of development finance professionals in the world

www.cdfa.net
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