COMMONWEALTH OF MASSACHUSETTS
EXECUTIVE OFFICE OF HOUSING AND ECONOMIC DEVELOPMENT

______________________________________________________________________________

American Recovery and Reinvestment Act 
RECOVERY ZONE FACILITY BONDS (RZFBs)
Program Guidelines - OCTOBER 2009

Program Overview
The American Recovery and Reinvestment Act of 2009 (ARRA) created two new categories of bonds that support local economic development: Recovery Zone Economic Development Bonds and Recovery Zone Facility Bonds. The Recovery Zone Facility Bonds (RZFBs) are tax-exempt “exempt facility” bonds that can be used to finance private capital projects including many that would not have been eligible for tax-exempt bond financing prior to ARRA. RZFBs may be issued for qualified businesses (any trade or business with the exception of residential rental and categorically excluded uses such as gambling facilities, massage parlors) in recovery zones for construction, renovation, reconstruction or acquisition of property after the designation of the recovery zone.  The original use of the property has to commence with the taxpayer and substantially all of that use has to occur within the recovery zone. To view a map of Recovery Zones, please visit www.mass.gov/recoverybonds.  
ARRA authorized a national volume cap of $10 billion in RZEDBs and $15 billion in RZFBs. The volume cap was then allocated to each state based on its share of the national employment decline in 2008, with each state receiving a minimum of 0.9 percent of the national volume cap for each category of bond. Massachusetts received allocations of $222,676,000 for RZEDBs and $334,013,000 for RZFBs. 

Cities with populations greater than 100,000 and counties received a direct allocation of RZFB volume cap based on declines in employment in 2008. Under ARRA, cities and counties were authorized to designate Recovery Zones and approve allocations of their volume cap to individual projects within their defined Recovery Zones. Large cities and counties are also permitted to waive their allocations of volume cap so that it can be reassigned to projects in other locales. 
In Massachusetts, 7 of its 14 counties (Berkshire, Essex, Franklin, Hampden, Hampshire, Middlesex, and Worcester) have been legally abolished and therefore the Commonwealth will act in their stead to administer the Recovery Zone bond programs. The other 7 counties may elect to administer the RZFB program on their own or participate in the state’s program. These guidelines currently apply to the following counties: Berkshire, Essex, Franklin, Hampden, Hampshire, Middlesex, Norfolk, and Worcester. 
The Massachusetts Executive Office of Housing & Economic Development (EOHED) in concert with the Executive Office of Administration and Finance (ANF) will distribute the Federal Recovery Zone Facility Bonds volume cap to eligible projects. MassDevelopment, the State’s finance and development authority, will issue the RZFBs, as tax-exempt “conduit” bonds for which the private projects will be solely responsible for debt service.

All bonds must be issued prior to January 1, 2011 under the federal “use it or lose it” requirement for this program.

Eligible Applicants

The Governor’s Executive Order 514 establishes Massachusetts Recovery Zones as all locations which have received designation as an Economic Target Area (ETA) as of July 1, 2009. The Secretary of Housing & Economic Development in concert with the Executive Office of Administration and Finance may designate additional Recovery Zones at his discretion. Projects located within designated Recovery Zones in abolished counties or in active counties that have chosen to work in concert with EOHED to distribute their RZFB allocation will be eligible for RZFB consideration by EOHED. To view of map of Massachusetts ETA locations, please visit http://www.mass.gov/Ehed/docs/mobd/tax_incentives/eta_map.pdf.
Allowable Uses of RZFB
· Construction, renovation, reconstruction of Recovery Zone Property defined as depreciable property used in the active conduct of a qualified business (excluding certain prohibited activities such as gambling, golf courses or country clubs)  
· Commercial real estate and equipment are both eligible as Recovery Zone Property
Other Considerations of RZFB
· Rental housing is not an allowable use

· The original use of the property in the Recovery Zone must commence with the borrower

· Substantially all of the use of the property has to occur within the Recovery Zone
Eligible Projects
An eligible project must show that it: 

· Promotes development or economic activity

· Is “shovel ready” and eligible to commence construction within 120 days (i.e. design and permitting are complete or nearly complete)

· Can demonstrate the availability of private capital to purchase or back the bonds

· Supports the creation or retention of fulltime jobs 

Preference will be given to projects that: 

· Have a significant regional or statewide economic benefit

· Have the support of the municipality in which the project is located

· Further one or more of the following objectives:

· Support job creation in key Massachusetts industry sectors

· Support clean energy production or use

· Reduce energy consumption and/or greenhouse gas emissions

· Promote mobility and/or reduce congestion

· Support development within Growth Districts

· Support redevelopment projects in Gateway Plus cities

· Support other smart growth development projects

Estimated Allocation by County
The Executive Office of Housing and Economic Development in concert with the Executive Office of Administration and Finance will make a good faith effort to make RZFB awards based on federal allocations as follows. Individual Recovery Zone Facility Bond amounts will vary with each awarded project. The county volume cap allocations may be waived pending demand by region. The following allocations will be managed by the Commonwealth:
· Berkshire County

$5,725,000

· Essex County


$34,625,000

· Franklin County

$3,704,000

· Hampden County

$17,162,000

· Hampshire County

$9,790,000

· Middlesex County

$60,702,000

· Norfolk County


$33,069,000

· Worcester County

$35,392,000

The following cities and counties received direct RZEDB allocations in the following amounts and will manage those allocations independent of the state. Interested parties with projects in any of the following counties are encouraged to contact the county directly.

· Boston



$26,988,000

· Cambridge


$5,220,000

· Lowell



$4,534,000

· Springfield


$6,966,000

· Worcester


$8,518,000
· Barnstable County

$8,554,000


· Bristol County


$40,202,000
· Dukes County


$938,000
· Nantucket County

$1,629,000
· Plymouth County

$25,684,000
· Suffolk County


$4,611,000
Application Process
Interested parties must submit a preliminary determination application for RZFB volume cap to the Secretary of Housing and Economic Development. Applications will be accepted on a rolling basis. The application shall set out the basic facts upon which the applicant asserts that the project is eligible, RZFB allocation is warranted, and that the applicant is ready, willing, and able to fulfill their responsibilities if the RZFB allocation is awarded. If awarded a preliminary volume cap reservation from EOHED, applicants will be asked to submit a supplemental Exempt Facilities application to MassDevelopment. It is understood that the applications are certifications and its representations will be integrated into a final award agreement. 
Preliminary Determination Application

The purpose of the preliminary determination application is for the Executive Office of Housing and Economic Development to gain a general understanding of the proposed economic development project. The preliminary determination application is brief and sets out the basic facts upon which the applicants assert that the RZFB bond allocation is warranted and that the applicants are ready, willing, and able to fulfill their responsibilities if the bond is awarded. The preliminary application will allow EOHED to evaluate the project and reserve volume cap to be allocated at closing, reject the project, or wait-list the project in the event that volume cap becomes available. 
Supplemental Application

RZFB projects that receive a preliminary volume cap reservation from EOHED must, within 30 days of determination, submit a completed Exempt Facilities application to MassDevelopment, which will work with the applicant and its financing sources to structure and close a tax-exempt bond. A second copy should be sent to the Secretary of Housing and Economic Development. 
Determination applications and reservations of volume cap will proceed according to the following timeline:

Reservation of RZFB volume cap will be held for 90 days from the date that a preliminary determination is issued, provided that an Exempt Facilities application is submitted to MassDevelopment within 30 days of the determination. If an Exempt Facilities application is not submitted to MassDevelopment within 30 days or if the volume cap financing does not close within 90 days, the reservation will expire unless extended by the Secretary of EOHED. Projects that are unable to close a tax-exempt bond within 90 days that do not receive an extension from EOHED will lose their preliminary reservation. In such case, the previously reserved volume cap will be redistributed to another eligible project.
Monitoring Process
The project will be reviewed periodically to determine its progress towards achieving the economic development and public benefits upon which the RZFB allocation was awarded. The applicant will be expected to submit quarterly reports detailing progress on the economic development activities being funded.
In accordance with Chapter 30 of the Acts of 2009, §39 awardees will be expected to cooperate fully and promptly with any request for information that the Secretary may make, particularly with respect to the achievement of expected project goals. Any foreseeable changes in project outcomes (such as scope or schedule) should be reported promptly.
Contact Information
For further information, please contact:

Program Staff
Recovery Zone Facilities Bond Program
Executive Office of Housing and Economic Development
1 Ashburton Place, Suite 2101
Boston, MA 02108
(617) 788-3610

Investment Banking Department

MassDevelopment

160 Federal Street, 7th Floor

Boston, MA 02110

(617) 330-2000 or (800) 445-8030
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