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n New Jersey, Revenue
Allocation District or
“RAD” financing provides

a means to avoid the conflict
between a developer and a mu-
nicipality over the funding of
a pro forma busting public in-
frastructure improvement.
Developers frequently encoun-
ter situations where they are
unable to undertake an other-
wise viable redevelopment
project; because the costs of
the infrastructure improve-
ments that the municipality is
requiring in connection with
the project are too high. These
improvements can include
major and costly repairs to or
replacements of, antiquated
roads, highways, water sys-
tems or sewer systems. They
can also include building a
parking structure to replace
existing surface parking.

RAD financing allows a mu-
nicipality to utilize the in-
crease in tax revenues that a
redevelopment creates, in a
delineated portion of the mu-
nicipality, called a “District,”
to fund the public infrastruc-
ture improvements, called a
“Project,” that redevelopment
requires to proceed. The mu-
nicipality funds the Project by
issuing tax-exempt bonds. The
municipality uses the increase
in tax revenues from the rede-
velopments within the District
to pay the principal and inter-
est on the bonds. The Revenue
Allocation District Financing

Act (“RADFA”) and the Feb-
ruary 22, 2005 rules (“Rules”),
which implement it, set forth
the standards and require-
ments for RAD financing.

In order for a municipality to
utilize RAD financing, there
must be a development planned
within the District, such as a
shopping center, a distribution
center or a residential develop-
ment. This development must
be “likely to be realized” by a
private developer. However,
the developer must be unable
to accomplish the development
without the Project. A Project
can be a major road, sewer,
water or parking improvement
or an environmental clean up.
If the Project meets this “but
for test,” and the private devel-
opment and the Project pro-
mote the principles of “Smart
Growth,” then, subject to meet-

ing the other requirements of
RADFA and the Rules, a mu-
nicipality can implement a
RAD.  The Local Finance Board
of the New Jersey Depart. of
Community Affairs must also
approve the RAD.

The RAD District must have
specific boundaries and should
include all of the properties,
within its borders, that the
Project benefits.  However, the
Project itself does not have to
be within the boundaries of the
District. The District must be
located in an “Area in Need of
Redevelopment,” as defined in
the Local Redevelopment and
Housing Law, and the Rede-
velopment Plan for the Area in
Need of Redevelopment must
include the District, the Project
and the planned development.

A municipality can utilize
several sources of revenue
within the District in order to
meet the debt service on the
bonds it issues to finance the
Project. The municipality can
use the increase in real prop-
erty taxes in the District cre-
ated by the redevelopment,
called the “property tax incre-
ment.”  The municipality can
also use the incremental rev-
enue from payments in lieu of
taxes or “PILOTS.” It can also
use the incremental revenues
from wage or payroll taxes from
activities generated in the Dis-
trict. Moreover, if the District
is located in an Urban Enter-
prise Zone or “UEZ,” it can use

a portion of the sales and ex-
cise taxes on activities in the
District.

A RAD provides substantial
benefits to both the developer
and the municipality. The De-
veloper is able to finance a ma-
jor infrastructure project with
no additional costs to its rede-
velopment. The developer pays
for the financing through pay-
ing taxes it would have paid in
any event.

The municipality gains a
major redevelopment project
that would not otherwise have
been built. This redevelopment
beautifies the municipality,
brings jobs to the municipality,
stabilizes the municipality and
makes it a more attractive place
in which to live and work. Thus,
the redevelopment project will
attract other high quality
projects to the community and
bring in new residents. The mu-
nicipality will also obtain a
needed public infrastructure
improvement. Finally, once the
bonds are retired, the munici-
pality will also gain a substan-
tial increase in tax revenues.
Accordingly, RAD financing
provides a powerful and mutu-
ally beneficial tool to munici-
palities and developers inter-
ested in promoting redevelop-
ment and Smart Growth.

Kevin J. Moore is a part-
ner in the law firm of Sills
Cummis Epstein & Gross
P.C., located in Newark,
NJ.■

Kevin J. Moore

By Kevin J. Moore, Sills Cummis Epstein & Gross P.C.

RAD financing: A method to avoid
developer - municipality stand-offs

I



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile ()
  /CalRGBProfile ()
  /CalCMYKProfile (Japan Color 2001 Coated)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket true
  /DefaultRenderingIntent /Default
  /DetectBlends false
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails true
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo true
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [1200 1200]
  /PageSize [792.000 1044.000]
>> setpagedevice


