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Cultural Arts & Facilities Expansion (CAFE) Program Key Features

y Established by legislation (S4011) signed by Governor Phil Murphy on December 21, 2023
(P.L. 2023, c.197, and codified at N.J.S.A. 34:1B-383 through -393)

[fj Provides tax credits to incentivize broad scale capital projects for arts and cultural
venues in New Jersey

Focuses on development and rehabilitation of cultural arts facilities as a key component
of the state’s economy

Awards up to 100% of eligible project costs capped at $75 million per project

A project must have a financing gap and not be economically feasible without the tax
credit

Tax credits awarded via competitive application process

i @ [ |8 <

Tax Credits are transferable (can be sold)

% Anticipate open competitive rounds for applications at least annually
through March 1, 2029, subject to tax credit availability (S1.2 billion initially available)
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Program Goals

» Increase the number of art and cultural
experiences for residents and visitors.

» Promote equitable engagement with
the arts for underrepresented groups
and underserved communities.

»  Create hubs of activity that attract
visitors and stimulate local economies.

Development of cultural arts institution facilities are
“inherently beneficial to the State because they provide

_

This Photo by Unknown Author is licensed under CC BY-SA

vital contributions to the communities in which they are
located”

NJSEDA
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Initial Key Points

»  Tax Credit -- not a grant
»  Tax credit is issued after construction is complete (in 5 equal annual installments)

»  Therefore, applicant will need to bridge the gap to pay for construction prior to receiving tax credit

»  Special Adoption of Program rules are in effect www.njeda.gov/cafe

»  Program launch anticipated in early Spring

»  The entire $1.2 billion allocated for the CAFE Program is available, and although it is a
“competitive program,” we are not expected to be oversubscribed in the near term

»  The program supports the construction, rehabilitation, and expansion of cultural arts facilities

»  Prevailing Wage (Construction and Building Services)

»  To qualify, a project must result in least S5 million capital investment

NJSEDA
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http://www.njeda.gov/cafe

Definitions

“Cultural arts institution” or “applicant”

“Cultural arts institution” or “applicant” means an entity which has the primary mission and specific goal of cultural,
arts and cultural education, or artistic enrichment of the people of this State and is one of the following:

(1) governmental entity

(2)  nonprofit

(3) governmental economic or community development entity that is incorporated pursuant to Title 15 of the
Revised Statutes or Title 15A of the New Jersey Statutes, operating on a not-for-profit basis.

A “cultural arts institution” shall also include a for-profit business seeking a tax credit for a cultural arts institution
facility that is open to the public provided that the cultural arts institution facility is receiving a federal historic
rehabilitation tax credit, pursuant to the federal Internal Revenue Code of 1986, 26 U.S.C. § 47, or a tax credit
pursuant to the “Historic Property Reinvestment Act,” N.J.S.A. 34:1B-270 through -276.

Eligible costs can by incurred by both applicant and affiliate.

Lead development entity serves as the developer and is paid by the applicant to do the work.
Co-applicant is a nonprofit that may received (and sell) the tax credit. NJEDA
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Definitions Continued

"Cultural arts institution facility"

“Cultural arts institution facility” means an existing or proposed cultural arts facility within this
State, operated and maintained by a cultural arts institution and that is open to the public. A
“cultural arts institution facility” includes, without limitation, an aquarium, botanical society,
historical society, library, museum, gallery, performing arts center, arts-based community
centers, or any related facility that is principally for the support and benefit of any of the
foregoing. The term “cultural arts institution facility” shall not include facilities predominately
used for athletics, recreation, and non-arts based community centers.

NJSEDA
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Definitions Continued

"Open to the Public"

"Open to the public" means no special membership, invitation, appointment, or private status shall be
required, and any member of the general public who wishes may enter, visit, participate, or attend.
Access may be during specified hours and/or ticketed. As applied to a cultural arts facility in which
primarily (i) objects of cultural and/or artistic interest are exhibited, the facility shall be accessible on
average at least (ii) performances are held in front of a live audience, the facility shall
conduct or (iii) arts education is conducted, the facility shall
conduct art educational offerings, workshops, programs, or classes on

The Authority may determine a different number of hours per week or other standard of “open
to the public” either based on a standard generally accepted by custom or practice as full-time
employment for subparagraphs (i), (ii), or (iii) above, or due to unavoidable closures or other
circumstances approved by the Authority.

EEEEEEEEEEEEEEEEEEEEEEEEEEEE



Definitions Continued

"Cultural arts project”

“Cultural arts project” or "project" means a capital project for the construction or improvement of a
cultural arts institution facility that is located in the State for which a cultural arts institution is to be
awarded tax credits by the authority under the program pursuant to a tax credit agreement, provided that
the project for which the tax credits are awarded will result in a capital investment of at least S5 million.

NJSEDA
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Eligibility at Application

ELIGIBILITY CRITERIA

»  The applicantis a cultural arts institution and will have ownership or lease space in the
cultural arts facility, will operate the facility, and the project will be open to the public.
» At application, the applicant must provide the status of the ownership / lease. They will
need to have an executed document as a condition of approval.
»  The cultural arts project will result in a capital investment (eligible project costs) of at least S5
million.
>

Non-profit and governmental applicants must have a primary mission and specific goal of
cultural, arts and cultural education, or artistic enrichment of the people of this State

ECONOMIC DEVELOPMENT AUTHORITY



Eligibility at Application

ELIGIBILITY CRITERIA CONT.

»  Letter of support for the project from the local governing body (e.g., City Council) or Chief
Executive (e.g., Mayor) of the municipality where the project is located.

Similar to Aspire: Except CAFE allows letter from Chief of Executive

»  Letter of intent to partner with one or more community organizations that provide support
and services to Worl First New Jersey program recipients.

»  Demonstrate a project financing gap, including a reasonable and appropriate return on
investment, exists.

»  Independent third-party market study showing there is demand for a cultural arts institution
facility at the proposed project site and that it is expected to be successful.

NJSEDA
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Eligibility at Application
ELIGIBILITY CRITERIA CONT.

»  Minimum equity from the applicant of 20% (10% in Government Restricted Municipalities
GRMs (Atlantic City, Paterson, Trenton)). | Similar to Aspire

»  |If sufficient equity is available, no fundraising plan is needed; otherwise, a fundraising
plan is required and may be considered an acceptable source of equity.

»  Equity may include cash, costs for project feasibility for 12-months prior to application,
property value less any mortgages.

»  The property value shall not equal 50 percent or more of the Equity.

ECONOMIC DEVELOPMENT AUTHORITY



Eligibility at Application

ELIGIBILITY CRITERIA CONT.

Construction has commenced, unless the Authority determines the project would not be
without the tax credit. | Similar to Aspire

Exceptions for demolition, remediation, and correction of a health / safety hazard (if
ordered by an official).

: construction contracts (which may include fixtures and permanent
installations of sculptures and other art) and building services (e.g., janitorial services)
contracts must adhere to New Jersey’s prevailing wage and labor compliance requirements.

Project Completion within of executing tax credit agreement. | Similar to Aspire

with sister agencies, including the Departments of Taxation, Labor &
Workforce Development, and Environmental Protection. | Similar to Aspire

NJSEDA
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Eligibility at Application

ELIGIBILITY CRITERIA CONT.

>

>

The applicant must also demonstrate that they have the ability to successfully complete and

then operate the cultural arts project throughout the 5-year eligibility period.

»  The applicant will be required to provide a market / feasibility study along with a project
budget and operating costs to demonstrate that they have the ability to complete and

operate the project as well as demonstrate that the tax credit is needed.
»  Operating Plan for 5-year eligibility period.

Green building standards apply.

Similar to Aspire

ECONOMIC DEVELOPMENT AUTHORITY



Additional Program Information

"Eligibility Period"

"Eligibility period" means the period of 5 years during which a cultural arts institution may claim, sell, transfer, or
otherwise use a tax credits under the program, beginning with the tax period in which the authority accepts
certification of the cultural arts institution that it has met the capital investment requirements of the program.

Project
Approval & Up tO 4 Eligibility

Qtruction years Qriod Years 1-5 / Operating
Period

Tax Credit issued in 5 equal
Project Certified as Complete annual installments during

eligibility period NJSEDA )
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ADDITIONAL PROGRAM INFORMATION

Additional Program Information

» Prohibition on leasing:

» Cultural Arts Institution may lease out or sublease out (or reduce the institution’s tenancy
or space) up to 40% or 15,000 square feet of the facility, whichever is less.

» Construction can start after application submission, but is at risk. Work must comply with all
program rules and conditions (including but not limited to: prevailing wage, public works
contractor registration, green building, etc.)

ECONOMIC DEVELOPMENT AUTHORITY



Prevailing Wage and Affirmative Action (1 of 2)

Prevailing Wage Requirements

» These apply to all construction and building services work related to the cultural arts project.
» The obligations extend to work performed by various parties involved, including
the applicant, contractors, subcontractors, and commercial occupants.
» The requirements cover construction contracts, potentially including fixtures and
permanent installations like sculptures and art.
» The prevailing wage rules are applicable from the application submission through the end of
the eligibility period.

» Specific Conditions Based on Lease Proportion:
— If the lease is more than 35% of the facility, the prevailing wages apply to construction work for
the entire facility.
— If the cultural arts project involves a lease of more than 55% of a facility, prevailing wages apply
to the entire facility's construction and building services.

NJSEDA
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Prevailing Wage and Affirmative Action (2 of 2)

Contractor Registration

1. EACH contractor and subcontractor performing work at the project must be registered under the

Public Works Contractor Registration Act to comply with prevailing wage requirements.
2. Non-compliance with this act may result in forfeiting the entire tax incentive award, and this non-

compliance issue might not be correctable.
3. The registration requirement also extends to commercial tenants and occupants involved in the

construction work.

Affirmative Action Requirements

» These requirements are triggered upon the submission of an application.
» They remain in effect for two years following the issuance of the first certificate of compliance.

ECONOMIC DEVELOPMENT AUTHORITY



Scoring with a minimum score and in consultation with NJ State Council on the Arts

1. Amount of tax credit requested vs. need (leveraging other sources of funding)

2. Advancing State, regional, and local goals of arts & cultural facilities in underserved communities

3. Link to local development strategy

4. Job Creation and economic development

5. Project location (economic and social distress locations)

6. New full-time jobs, as determined by the expansion of real estate or access to the public

7. Diverse board that is representative of the community

8. Approach and plan for affordable offerings to the general public

NJSEDA
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CAFE Process and Timeline

_>>__>>_®_>>—Q

Applicant submits application Applications are Top ranked projects are Approval by EDA Board
by preestablished deadline reviewed and presented to the Board for
Construction may start at risk scored (1) approval

-«—_«—

Construction & Annual Tax Credit 1 year to satisfy Approval letter
Reporting (3) Award conditions of
Agreement (2) approval letter

5 Year Eligibility Period (4)
and issuance of incentive
award

» |

Certification of Project
Completion including TCO

I (¢

(1) EDA reviews for eligibility criteria, submission requirements, and adequacy of information.

(2)  Four years from execution of Tax Credit Award agreement to TCO.

(3) Submit annual reports from Tax Credit Award Agreement through end of eligibility period.

(4) TaxCreditissuedin 5 equal annual installments during eligibility period. Prevailing wage applies to construction and building service work from application submission

through the end of the eligibility period.

NJSEDA

ECONOMIC DEVELOPMENT AUTHORITY



Additional Program Details

Approval Conditions

Within one year after Board Approval, several conditions will need to be met (aka Approval Letter
Conditions), these conditions include but are not limited to:

Documentation of site control (deed, lease, etc.)

Executed financial commitments and executed fundraising commitments and capital raised
Plan for satisfying minimum environmental sustainability standards (aka Green Building)
Site plan approval and copies of required permits, planning and zoning approvals

Executed document for partnership with community organization(s) providing support and services to
Work First New Jersey program recipients.
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Additional Program Details

Submittals for Certification of Project Completion

>
>
>
>
>
>
>
>

Evidence of project completion: Certificate of Occupancy (Temporary)

CPA certification of actual project costs

Floor plan showing actual and proposed uses (site plan, if multiple buildings)
Permanent financing commitments and updated pro forma

Labor harmony agreement, if applicable

Proof of prevailing wage for construction and building services

Proof of Green Building Standards

Any other information that may be required by NJEDA

ECONOMIC DEVELOPMENT AUTHORITY



Fees

Fees were set based on an analysis of
similar programs to ensure they
cover administrative costs.

CAFE Fees
]
Total Project Cost <$20MM =$20MM
Application Fee S 5,000 S 10,000
Approval Fee S 15,000 | S 30,000
Issuance Fee / Certification Fee S 25,000 | S 50,000
Annual Servicing Fee S 10,000 | S 25,000
Transfer / Assignment Fee S 5,000 S 7,500
Minor Modification S 2,500 S 5,000
Major Modification S 5,000 S 10,000
6-Month Extensions (post-agreement) | S 2,500 S 5,000
Termination Fee S 5,000 S 10,000

NJSEDA
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Sheet1

		Total Project Cost		<$20MM		≥$20MM



		Application Fee		$   5,000		$   10,000

		Approval Fee 		$   15,000		$   30,000

		Issuance Fee / Certification Fee		$   25,000		$   50,000

		Annual Servicing Fee		$   10,000		$   25,000

		Transfer / Assignment Fee		$   5,000		$   7,500

		Minor Modification		$   2,500		$   5,000

		Major Modification		$   5,000		$   10,000

		6-Month Extensions (post-agreement)		$   2,500		$   5,000

		Termination Fee		$   5,000		$   10,000








Claiming the tax credit

Claiming the tax credit

»  This tax credit may be applied to Insurance Premium Tax and Corporate Business Tax

»  The tax credit may be transferred one time (only)

» Can be transferred increments as low as $25,000 (transfer fee applies to each
transaction)

»  Floor for tax credit transfer:
» 85 cents on the dollar

»  The transferee may carry forward all or part of the tax credit for the next 5 tax periods

ECONOMIC DEVELOPMENT AUTHORITY



How Do Tax Credits Work?

» An awardee of NJEDA tax credit program will generally sell the credits to an investor or tax credit
syndicator.

» Once the project is completed, the investor or syndicator will claim the credit each year of the
eligibility period. Under the CAFE Program, for example, if an awardee receives a $25 million award,
the investor can claim a tax credit of $5 million each year during the 5-year eligibility period.

» An investor or syndicator will buy the tax credits from the awardee for 85 cents (or higher) on the
dollar, before discounting. In the example above, if an investor purchases the credit from the awardee
for 90 cents on the dollar, the investor will purchase the credit for $4.5 million each year of the 5-year
eligibility period.




How Do Tax Credits Work?

» An awardee of a real estate tax credit program, like CAFE, can use two methods to bring cash into
its project.

» The first is to bring the proceeds from the sale of the credits into the project each year of the
eligibility period.

» The second (and most prevalent method) is to enlist a bridge lending source and monetize the
credit to bring cash into the project at the beginning of construction. However, the source will

chart an interest rate that will discount the tax credit award.

— The bridge lending source can be the tax credit investor, bank or syndicator.




Tax Credit Award Example

Awards Calculation
e 100% of eligible project costs capped at $S75
million
e Soft costs are capped at 20% of eligible project
costs
e Equity Requirement minimum of 20% (10% in
GRM)

Ineligible costs

Eligible project
costs Totals

Total Eligible Costs

Architect and Legal Fees (Soft
Cost - subject to 20% cap) |

Project Construction Costs

1$19,000,000

Total Eligible Costs

- $3,600,000 18,000,000

Tax Credit sale proceeds per year @90 cents/ S1

1$20,000,000




MONETIZATION OF CREDITS

» At time of application, the applicant must show:

o Terms for sale or transfer of credits at a sale price at or above the minimum program requirement

(85¢/$1).

o How credits will be monetized prior to execution of the tax credit agreement (document showing that
buyer will provide funds upfront, bridge loan, etc.)

o Full funding stack showing availability of funds to cover total project costs (monetized credits must
be included among sources for the project)

ISSUANCE OF CREDITS

» Once construction work is done, the cultural arts institution submits documentation to certify that all work
was completed in accordance with the agreement work is certified and the 1st tax credit certificate is issued.

» After tax credit certificate is issued, the cultural arts institution can request a transfer certificate to be issued.

Transfer and Utilization of Credit

> m »

=
. Credits are disbursed over 5 years (after .
Crt;:;dlts mu§t be sold for no less than construction is complete). Crgdits_a(re to Credits can be sold or transferred
85% of their face value be utilized on the year they were issued. only once.

Unused credits amounts ma¥ be carried
forward by transferee tTor up
subsequent years.



Ideal Project for the CAFE Program

»  Primary mission and specific policy goal of cultural, arts and cultural education, or artistic enrichment of the people
of this State

— Ifan organization does not meet this eligibility criterion, one option may be to establish a new nonprofit or
partner with an existing nonprofit organization that meets these requirements. In such cases, that nonprofit
organization would serve as the applicant.

Capital investment of at least SSMM

Own or lease the facility (which is a condition of approval)

Operate (by the applicant) the venue throughout the 5-year eligibility period.
Use of prevailing wage

Project Financing Gap

Partner with Work First New Jersey organization

Construction completed within 4 years of tax credit award agreement

vV v VvV vV VY YVY

Community buy-in and market sustainability

NJSEDA
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Tips - How to Prepare

Prepare / Get ahead of it

Sign up for updates at cafe@njeda.gov

Who will be the applicant and are they eligible (primary mission)?

Define your project — Architect, Project Costs, Site/Zoning Features and Constraints

Market Study, Fundraising Plan, Operating Plan, raising $$

Assemble your team

Assemble your sources of funding and financing (including equity source)

Letters of Support (Mayor and Org that supports Work First NJ participants)

Review the CAFE Rules

Consider participating in CAFE in-person event to network if project is at the application stage
Don’t start construction prior to application submission

Look for FAQs and Application checklist at www.njeda.gov/cafe

Submit questions to us at cafe@njeda.gov

Submit application by the due date NJ EDA

ECONOMIC DEVELOPMENT AUTHORITY
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Are you ready to apply?

Do you have a construction project that is S5 million or more?
If yes, is your organization able to meet the 20% equity match or can you fundraise
forit? (10% in Paterson, Trenton, and Atlantic City)
Can you fund the upfront planning costs?
Do you have a market study, conceptual plans, etc.?
Do you have community buy-in and market sustainability of this project?
Is the design ready?
Do you have a solid plan for funding this project (how will you pay for this)?
How will you monetize the tax credit?
Are you able to evidence site control (own/lease/ or can get a Letter of Intent from
owner)?
Do you have a lead development entity?

EEEEEEEEEEEEEEEEEEEEEEEEEEEE
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https://njeda.zoom.us/webinar/register/WN_CyLSXP81TaSzG2_ffY9vXA
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