THE BROADCAST WILL
BEGIN AT 2PM EASTERN

Submit your questions in
advance using the chat box

View previous webinar
recordings online at cdfa.net

CDFA FOOD SYSTEMS FINANGE
WEBINAR SERIES

Exploring
Foundational Fi

Jonds as the

nancing Tool



Exploring Bonds as the Foundational
Financing Tool

Angela Blatt

Director, Research & Technical Assistance,
Council of Development Finance Agencies
Columbus, OH

W.K.
VISIT OUR WEBSITE AT CDFA.NET KELLOGG CDFA FOOD SYSTEMS FINANCE WEBINAR SERIES
FOUNDATION



ARE YOU A CDFA MEMBER?

Members receive exclusive access
to thousands of resources in the
CDFA Online Resource Database.

Become a member today at
www.cdfa.net

YEDFA Caren S, Franzin Fellowship

* & FOUNDATION

The Caren S. Franzini Fellowship was created to develop engaged women leaders in the field of
development finance. The Fellowship is open to women who have worked in the development finance
industry for less than 10 years and must be employed by a CDFA member organization.

Application Deadline: March 15, 2024

Ask us for more information, or visit cdfafoundation.org
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ARE YOU A CDFA MEMBER?

Members receive exclusive access
to thousands of resources in the
CDFA Online Resource Database.

Become a member today at
www.cdfa.net

Legal Disclaimer

CDFAis not herein engaged in rendering legal, accounting, financial or other advisory
services, nor does COFA 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.
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Join the Gonversation

Submit your questions by
using the chat function!
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ARE YOU A CDFA MEMBER?

Members receive exclusive access
to thousands of resources in the
CDFA Online Resource Database.

Become a member today at
www.cdfa.net

Defining the Food System Asset Class

With support from the W.K. Kellogg Foundation, CDFA has been researching how
development finance agencies can become more engaged in developing localized food
systems through traditional finance approaches. The premise of this project is to suggest
and then prove that, if organized and defined properly, the food system can become a
defined asset class worthy of traditional investment. Through this work, CDFA aims to
advance opportunities and leverage capital to scale local food systems, increase access to
better food, and create new living wage jobs in communities across the country.
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Exploring Bonds as the Foundational
Financing Tool

ARE YOU A CDFA MEMBER? Jim Rubingh
Director,
Members receive exclusive access Colorado Agricultural Development Authority
to thousands of resources in the
CDFA Online Resource Database. Mitchell Smith
Become a member today at Senior Director, Government & External Affairs,
www.cdfa.net Council of Development Finance Agencies

Frank Canning
Vice President Investment Banking,
MassDevelopment
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* Aggie Bond federal legislation 1980
* Established by State Statute 1981

e Seven Board members
* Beginning Farmer Program




Tax Exempt Bonds

= Three-way
transaction: Lender-
Borrower-CADA.

= All bonds are both
state and federal tax
exempt.

= Result is interest rate
below commercial
rates.

= Not guaranteed by
CADA.

EXEMPT




Requirements

_State resident

JActively involved in agriculture on land purchased
J1Must qualify with lender

JOwn less than 30% of median county farm size




Loan Terms

] Interest Rate fixed or
floating
d Length of Loans

Land up to 30 years
Depreciable
property — 120% of
estimated life of
assets

Max bond
$649,400; breeding
livestock $62,500




What can be
financed?

Ag Land
Improvements; buildings, corrals
Deprecmble{)ﬁbpert

Farm Machinery ﬁ



Fees Charged

= Application $50

= Legal fees $1250

"= Closing Fee % of 1% of

bond

= Annual Fee 1/8 of 1% of
unpaid principal 1/16 of

1% if paid on time




Bonds Issued

“* Beginning Farmer: 402; $66.6 million

“* Agricultural Processing: 4; $14.9
million

** Sewage Treatment: 4; $20.5 million



Jim Rubingh
303.815.9543
jimrcada@comcast.net

www.CADAfarmloan.com
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Modernizing Aggie and
Manufacturing Bonds

. Education - Advocacy - Research - Resources - Networking

rmdl Senior Director, Government & External Affairs

. et Council of Development Finance Agencies
February 27,2024
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Qualified Small Issue Bonds

» Type of tax-exempt private activity bond permitted under the
Internal Revenue Code

» Private activity bonds meet both private business tests or meet
the private loan financing test

> Agﬁregate authorized face amount is $1 million or less ($10
million in certain cases)

» At least 95% of net proceeds of the bonds must be used for
specified purposes

» Examples: First-Time Farmer Bonds (Aggie Bonds) and Industrial
Revenue Bonds (Manufacturing Bonds%




Aggie Bonds in Current Law

» First Time Farmer Bonds a tgpe_of qualified small issue private
activity bond used to assist beginning farmers and ranchers with

eligible Eurchases of farmland, equipment, buildings, and
livestoc

» Tax-exempt status allows for below-market interest rates for
these loans

» Who is a “first-time farmer?”

» Who has not at any time had direct or indirect ownership of, and
material participation in, “substantial farmland,” AND

» Who has not received financing in an amount which, when added to
current financing exceeds $250,000




Aggie Bonds

» Maximum issuance is $450,000, indexed to inflation. Maximum
issue for 2024 is $649,400

» May be used to purchase agricultural land, depreciable
machinery or equipment, breeding livestock, buildings, and
refinance existing debts

» Full issue amount can be used to purchase agricultural land.

» Only $250,000 can be used for farm improvements and new
depreciable property

» Only $62,500 can finance the purchase of used depreciable
property

Counclof
Dercopment




Dercopment

Manufacturing Bonds in Current Law

» Industrial revenue bonds (formerly industrial development bonds) a
type of qualifying small issue private activity bond

» Rules for IRBs established in the Internal Revenue Code of 1986

» Defines a “manufacturing facility” as one that produces tangible
property

» IRB financing of facilities is limited to those that house the production
of tangible property and that are directly related and ancillary to a
manufacturing facility.

» Maximum amount that can be finance with an IRB is $10 million



The Modernizing Agricultural and
Manufacturing Bonds Act (MAMBA)

» CDFA, along with its members, propose to reform Aggie and Manufacturing
Bonds under “The Modernizing Agricultural and Manufacturing Bonds Act
(MAMBA)

» Contains 6 common sense reforms to Aggie Bonds and Manufacturing
Bonds:

» Expand the definition of “manufacturing facility”

» Eliminate restrictions on “directly related and ancillary facilities”

» Increase the maximum IRB size limitation to $30 million, indexed for inflation
» Increase the limitation on bond proceeds for first-time farmers to $1 million
>

Repeal the separate dollar limitation on depreciable property for first-time
farmers

» Modify the definition of “substantial farmland”

.".”.5-
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The Modernizing Agricultural and
Manufacturing Bonds Act (MAMBA)

MAMBA's reforms would reinvigorate Aggie and Manufacturing Bond usage
as the bedrock finance tools they are

Reforms would have drastic impacts on rural development. Farmland
values have been increasing since 2000, with real estate values outpacing
inflation by magnitudes.

Would assist aspiring beginning farmers with land and equipment
acquisition with low-cost financing

Manufacturing bond reforms would spur investment in smaller
manufacturing projects and companies that can be sited in areas with less
population and deliver downstream economic development benefits

.".”.5-
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The Modernizing Agricultural and
Manufacturing Bonds Act (MAMBA)

» MAMBA has been introduced on a bipartisan basis for several
Congresses (Currently 118th),

» Currently introduced in both the U.S. House of Representatives and the
U.S. Senate

» H.R.3787 - Sponsors: LaHood (R-IL), Kildee (D-MI), Feenstra (R-IA), and Evans (D-PA)
» S. 2723 -Sponsors: Brown (D-OH) and Ernst (R-1A)

» CDFA regularly communicates with staff of these offices and others to try and
move MAMBA to enactment

» CDFA works with its members to achieve this goal




The Modernizing Agricultural and
Manufacturing Bonds Act (MAMBA)




CDFA Federal Policy Conference and

Capitol Hill Day

2024 CDFA

FEDERAL POLICY
CONFERENGE

MIEEET W y APRIL 2-4, 2024

~ Sponsored by
~ IceMiler




Advancing Development Finance
Knowledge, Networks & Innovation

Join CDFA Today!

» Discounted Registration Rates for CDFA Trainings & National
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

www.cdfa.net
@CDFA_update
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Vice President Investment Banking,
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Tax-Exempt Bonds for Food Systems

‘ MassDevelopment 2




MassDevelopment Overview

City Plce - -

 Massachusetts’ finance and development agency, working with
businesses, nonprofits, banks, and communities to stimulate
economic growth.

* FY2022 Results

 Financed or managed 356 projects
« Invested more than $1.7 billion in the Massachusetts economy
« Created or supported 11,080 jobs and built or preserved 1,778 housing units

l‘ MassDevelopment



Who We Serve

Businesses Developers Housing Manufacturers
Helping companies Making the difference at  Building expertise, from Finding skilled
expand, modernize, every stage of predevelopment to employees, opening

and relocate. development. construction. global markets.

Municipalities Nonprofits Banks

Eliminating blight, Working with nonprofitsto ~ Partnering with banks
revitalizing downtowns, upgrade, renovate and to provide creative
creating opportunities. expand. financing.

l‘ MassDevelopment



What We Offer
g =

Real Estate

City Place . Technical Assistance

* Development Projects

Finance

« Bond Financing

* Grants to Non-Profits
 Loans & Guarantees

l‘ MassDevelopment




Tax-Exempt Bond Financing

Eligible Borrowers Eligible Uses
« Non-Profit 501(c)(3) Organizations * New Equipment
 Assisted Living/Long Term Care  Building Acquisition and
Facilities Expansion
» Hospitals and Health Care Centers « Land Acquisition
« Manufacturers (Small Issue IDBS) * New Construction
« Environmental Enterprises « Debt Refinancing (for Non-
- Governmental Entities Profits)
- Affordable Rental Housing * Some Project Soft Costs

« Charter Schools, Independent
Schools, Colleges and Universities

Primary Benefit — Interest income to bondholder is exempt from Federal
income taxes, so interest rate to Borrower is reduced by approximately 21%.

‘ MassDevelopment



Tax-Exempt Bond Financing

* Provides a cost-effective method to finance capital projects

« Advantages:
* Lower cost of capital (tax-exempt vs. taxable interest rate)

* Increased debt capacity

* Bonds can be privatel Blace_d Witr] b_ank?]_to ensure customer
maintains thei emstmé anking relationship

« Bank purchases the bond directly wjth credit approval process
the sal?ne as tradltlona? commerc)lla\fvloan PP P

 Flexible structurin% options including draw down bonds for
construction projects

* Bonds can be Cé)_ugoled with other funding sources such as New
Market Tax Credit

‘ MassDevelopment



501c3 Tax-Exempt Bond
Case Study

Food Bank of Western Massachusetts

l‘ MassDevelopment



501c3 Tax-Exempt Bond
Case Study

Food Bank of Western Massachusetts

 The Food Bank of Western Massachusetts had outgrown its
previous location due to the surge in food insecurity across
western Massachusetts

* New location needed to be twice the size of the current
facility, have several more times the amount of frozen and
refrigerated storage space, and be at the crossroads of
major highways, Interstate 91 and the MA Turnpike

 The Food Bank provides healthy food to approximately
106,000 individuals and families every month including
children, elderly, disabled or unemployed persons and
veterans

l‘ MassDevelopment



501c3 Tax-Exempt Bond

Case Study
Food Bank of Western Massachusetts
Project Costs: Funding Sources:
Land & Site Prep Capital Campaign
$2,500,000 $10,400,000
Construction Equity from sale of New
$18,300,000 Market Tax Credits
Soft Costs $2,700,000 $6,400,000
Food Bank Cash
FF&_E ?1,&;00,000 $230.000
Capl_ta ized Interest $830,00 .4 Tax-Exempt Bond
Closing Costs $700,000 $9,500,000
TOTAL $26,530,000 TOTAL $26,530,000
l‘ MassDevelopment



501c3 Tax-Exempt Bond
Case Study

Food Bank of Western Massachusetts

« $9,500,000 tax-exempt bond
« 10 year fixed interest rate
* Draw down bond during 12 month

construction period : [ —-aoi._-
* Interest only payments for first 5 years then —"_/

converts to principal & interest payments The F@(}d Bank

* Proceeds used to construct, furnish & equip of Western Massachusetts
a 63,000 sq. ft. food warehouse &
distribution facility

« More than 2X size of current facility

« PB Partners, Inc. (People’s Bank) purchased
the bond

« 50 FT and 2 PT existing jobs.
‘ 10 FT and 3 PT new jobs projected

MassDevelopment




Food Bank of w_e_stern MA
New Facility

I L
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Value-Added Proposition to
Food Systems Businesses

- Tax-exempt bonds provide financing at below market interest rates
« Borrower’s maintain their relationship with their bank

« Issuers can often fill financing gaps through non traditional lending
programs (loans and guarantees) where necessary or appropriate

« Issuers are a key partner in economic development and can help to
bring other public/quasi public resources to the table

‘ MassDevelopment



MassDevelopment
99 High Street
Boston, MA 02110

Frank Canning,

Vice President, Investment Banking
Office 413-755-1350
fcanning@massdevelopment.com

l‘ MassDevelopment



Audience Questions

Submit your questions by
using the chat function!
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VISIT OUR WEBSITE AT CDFA.NET KELLOGG CDFA FOOD SYSTEMS FINANCE WEBINAR SERIES
FOUNDATION
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REGISTER WEBINAR SERIES

TODAY

CDFA TRAINING INSTITUTE Financing Food Systems with Revolving Loan Funds
Tuesday, April 30,2024 / 2:00 PM - 3:30 PM Eastern

We offer 20+ courses in development
finance designed for all skill levels.

Learn more and register today at Empowering Agriculture with PAGE Financing
www.cdfa.net Tuesday, June 25,2024 / 2:00 PM - 3:30 PM Eastern

VISIT OUR WEBSITE AT CDFA.NET

Driving Food Systems Investments with Tax Credits
Tuesday, September 24, 2024 / 2:00 PM - 3:30 PM Eastern

Reframe, Build, Plan to Advance Food Systems Finance
Tuesday, November 26, 2024 / 2:00 PM - 3:30 PM Eastern

W.K.
KELLOGG CDFA FOOD SYSTEMS FINANCE WEBINAR SERIES

FOUNDATION




Upcoming Events at CDFA

CDFA TRAINING INSTITUTE Intro Bond Finance WebCourse
March 4 - 5, 2024
We offer 20+ courses in development Daily: 12:00 PM - 5:00 PM Eastern

finance designed for all skill levels.

Learn more and register today at _
www.cdfa.net Advanced Bond Finance Course

March 6 - 7, 2024
Daily: 12:00 PM - 5:00 PM Eastern

CDFA // BNY Mellon Development Finance Webcast Series:

The Re-emergence of Bond Banks
Tuesday, March 19,2024 / 2:00 PM - 3:30 PM Eastern

W.K.
VISIT OUR WEBSITE AT CDFA.NET KELLOGG CDFA FOOD SYSTEMS FINANCE WEBINAR SERIES
FOUNDATION




2024 GDFA

FEDERAL POLICY
CONFERENGE

APRIL 2-3, 2024




Contact Us

Angela Blatt

Council of Development Finance Agencies
614-705-1306
ablatt@cdfa.net

Frank Canning

Vice President Investment Banking,
MassDevelopment
fcanning@massdevelopment.com

W.K.
VISIT OUR WEBSITE AT CDFA.NET KELLOGG
FOUNDATION

Director, Research & Technical Assistance,

Mitchell Smith

Senior Director, Government & External Affairs,
Council of Development Finance Agencies
614-705-1308

msmith@cdfa.net

Jim Rubingh

Director,

Colorado Agricultural Development Authority
jimrcada@comcast.net

CDFA FOOD SYSTEMS FINANCE WEBINAR SERIES
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