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NMTCs Paired with HTCs to Fund Child-Care Facilities
By Anne Townsend, Staff Writer, Novogradac & Company LLP

Bank of America provided the project with more
Abandoned for decades, the building now known
as the Hope Street Family Center (HSFC) in the Constitu- than $6 million in loans and equity, including a $4 miltion Hill neighborhood of Woonsocket, R.I., was once a lion construction/bridge loan and nearly $2 million in
source of blight and a sign of the neighborhood’s decline. exchange for allocations of state and federal HTCs. AddiMany current residents can still remember when Consti- tionally, Bank of America partnered with LISC to provide
tution Hill was full of abandoned buildings and empty $1.3 million in NMTCs. LISC’s Child Care Facilities Fund
lots. Back then nobody had much hope for the future of also made an $850,000 low-interest loan to support the
development. LISC believes this to be the first project in
their neighborhood.
the nation to use NMTCs to fund child-care facilities.
Now the site, which stands on the highest point
Kristin DeKuiper, Esq., a partner at Holland &
of the formerly neglected neighborhood, is home to
Connecting for Children and Families Inc. (CCF), and is Knight LLP, provided counsel to the developer on the deal
surrounded by myriad affordable housing opportunities, and said that one of the most challenging aspects of the
commercial spaces, community spaces and new single- project was the NMTC related party rules, which make
family homes. CCF will provide the neighborhood with it more difficult to fund the HTC investment as equity.
affordable child care and offer a wide range of educa- “The developer had advanced a substantial amount of
tional programs, health initiatives, and social services for money before we got to the closing, so this was able to
count toward the equity requirement for the developer,”
children and families in Woonsocket.
she said. “That did not completely solve the related party
The renovation was completed in part due to the problem, but it helped. Some portion of HTC equity had
combined use of new markets tax credits (NMTCs) and to be converted to debt to solve the rest of the problem,
historic tax credits (HTCs). Along with the NMTCs and leading in turn to concerns about the ability of the project
HTCs as well as other forms of financing, the project was to pay the debt.”
finished thanks to a solid collaboration between NeighConcerns came about because the space was to
borWorks Blackstone River Valley (NBRV), the Rhode
Island chapter of the Local Initiatives Support Corpora- be leased to a not-for-profit entity. However, DeKuiper
said, these concerns are common when examining the
tion (LISC) and CCF.
economics of a deal. Cindy Larsen, director of LISC’s
“The Hope Street Family Center is the capstone in Rhode Island Child Care Facilities Fund, discussed the
our neighborhood revitalization efforts in Woonsocket,” short- and long-term economic benefits of child care. “In
said Joe Garlick, executive director of NBRV, which has the short term, it provides a range of paraprofessional
been working to redevelop the Constitutional Hill neigh- and professional employment opportunities for the indiborhood since 1987. “Through teamwork with CCF, our viduals who work there. In addition it provides critical
financial partners and with the community, we were able support so that parents of young children can work,” she
to make this child-care center a reality, and answer the said. “In the longer-term picture, all experts agree that
need for affordable child-care options in the Constitution children who participate in high quality early education
programs as part of their child-care experience consisHill Neighborhood.”
tently perform better in school and later in life. The end
result: better educated adults who are more able to fully
(continued on page 2)
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participate in the economy, particularly in this era where increasingly
higher wage jobs are only available to better educated adults.”
Michael Rubinger, president and CEO of LISC, discussed the
cumulative impact of HTCs on the community. “The transformation of
Constitution Hill from a place of hopelessness and neglect into a vibrant,
healthy and sustainable community is a powerful example of comprehensive community development at its best.”
This article first appeared in the September 2007 issue of Novogradac & Company's
NMTC Monthly Report and is reproduced here with the permission of Novogradac &
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Notice pursuant to IRS regulations: Any U.S. federal tax advice contained in this article
is not intended to be used, and cannot be used, by any taxpayer for the purpose of avoiding
penalties under the Internal Revenue Code; nor is any such advice intended to be used to
support the promotion or marketing of a transaction. Any advice expressed in this article
is limited to the federal tax issues addressed in it. Additional issues may exist outside
the limited scope of any advice provided – any such advice does not consider or provide a
conclusion with respect to any additional issues. Taxpayers contemplating undertaking a
transaction should seek advice based on their particular circumstances.
This editorial material is for informational purposes only and should not be construed
otherwise. Advice and interpretation regarding property compliance or any other material
covered in this article can only be obtained from your tax advisor. For further information
visit www.newmarketscredits.com.
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