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Brooks Landing Staybridge Suites 
Investment Summary – August 18, 2009 

 
 
 

 
Investment: Rochester Riverfront Properties, LP (RRP) is looking for an investor or investors to 

invest a total of $750,000 in a hotel which opened in November, 2008 in Rochester, 
New York (minimum increment of $100,000). The Hotel, located on the Genesee 
River, primarily serves the University of Rochester which is the largest employer in 
Rochester. In return for this investment, the investors will receive $1,452,750 in 
federal tax credits over the next seven years. RRP along with the City of Rochester 
and Morgan Stanley have invested $15,688,932 in the project to date. 

 
Project  The Brooks Landing Staybridge Suites hotel project consists of approximately 1.62  
Description:    acres of land in Rochester, New York, and the construction and operation of an 88-

room extended-stay hotel (“Staybridge Suites Hotel” or the “Project”).  The Project 
is owned by Rochester Riverfront Properties, LP (the “Partnership”) and managed 
by InterContinental Hotels Group (Owner of Holiday, Hotel Express, Crowne 
Plaza, Candlewood Suites, Indigo and Staybridge Suites). 

 
Project Type: The Project financing is made available pursuant to the U.S. Treasury 

Department’s New Markets Tax Credit (“NMTC”) program under Section 45D of 
the Internal Revenue Code of 1986 (the “Code”). The NMTC program allows an 
Investor to invest in a Community Development Entity (CDE), which in turn 
invests in a qualified equity investment (QEI). Because the federal government is 
providing the NMTC to CDE’s, the CDE’s are sponsored by substantial 
Corporations such as U.S. Bank, Wells Fargo, Key Bank and others of similar 
stature. The intent of QEI is to promote economic development in underdeveloped 
areas as identified by the federal government.   

 
 Under the NMTC program, the investor, is provided with a tax credit claimed over 

seven years.  The investor receives a tax credit equal to 5 percent of his “QEI” in a 
Community Development Entity for the capital interest or stock purchase over the 
first three years, and 6 percent annually for the remaining four years.  
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Existing The project has been funded from the following sources, 
Financing:   

1. CDE loan (Morgan Stanley affiliate) $5,200,000 
2. City of Rochester Grant   $   700,000 
3. CEI loan secured by Ron Christenson 

and 3rd mortgage to Hotel   $   800,000 
4. Rochester Economic Development 

Corporation loan    $1,500,000 
5. RC Funding (Owner equity)  $   987,887 
6. NMTC Equity (TransCapital 

Community Improvement Fund)  $2,751,045 
Total Existing Financing   $11,938,932 
 
New Financing 
 

7. Additional Owner equity (an amount 
recently invested by current owners) $3,000,000 

8. New Investor (“New Investor”)  $   750,000 
Total Funding    $15,688,932 

 
Transaction   It is anticipated that the the “New Investor” would make a capital contribution to  
Structure and the Investment LLC of approximately $750,000 which, when combined with 
 Investment: approximately $3,000,000 in funds provided by the existing partners of the 
 Partnership, would produce $1,452,750 in federal tax credits over a seven (7) year 

period.  These tax credits would be available to the New Investor in the following 
increments: 

 
Year    NMTC to New Investor 
 
1     $186,250 
2     $186,250 
3     $186,250 
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4     $223,500 
5     $223,500 
6     $223,500 
7     $223,500 
Total     $1,452,750 

 
 These tax credits would be specially allocated to the New Investor. The $1,452,750 

amount is the total return to the New Investor and includes his original $750,000 
investment. 

 
Risk Factors: A list of some material risks follows: 
 
 Project Performance Expectations:   The CDE Loans are secured by mortgages 

against the Project.  To the extent there is a default in the terms of the CDE Loans, 
the Subsidiary CDE could accelerate repayment of the applicable CDE Loans or 
foreclose on the Project.  A foreclosure, in and of itself, does not trigger a recapture 
event; but, a NMTC recapture event could arise if any of the CDE Loans are 
accelerated and repaid to the CDE. Should this happen, loans would be repaid and 
to the extent funds are available Investors would be repaid their intial investment. 

 
 A recapture event arises with respect to an equity investment in a CDE if (i) the 

entity ceases to be a CDE; (ii) the proceeds of the investment cease to be used in a 
manner that satisfies the requirement that substiantially all the investment is used 
for economic development; or (iii) the investment is redeemed by the CDE. 
Bankruptcy of a CDE is not a recapture event. Upon the occurrence of a 
recapture event, the IRS will recapture all credits allowed to the taxpayer who 
purhcased the equity investment from the  CDE at its original issue and to all 
subsequent holders of that investment. Those taxpayers will also owe non-
deductible interest on the amounts so recaptured. 

 
 A NMTC event would require a repayment of all NMTC previously allocated to 

the investors in the Investment LLC along with interest at the statutory rate. On the 
other hand, if funds are repaid to the CDE those funds would also be paid to the 
Investment LLC and would either to then be used by the Investment LLC to pay 
down the loans at the Investment LLC level or return equity to the investors 
(including the New Investor) in the Investment LLC. To the extent that the funds 
are returned to the investors, they may receive a return of a portion of their 
investment. 

 
 Tax Credit Program. The NMTC is authorized under Code Section 45D. This tax 

credit is provided as an incentive for companies that comply with applicable 
requirements for investment of funds in qualified low income communities.  
Although unlikely, Congress could change the Code to retroactively reduce or 
eliminate the availability of NMTC. 

 
 Tax Credit Allocations.  The special allocations of all or a portion of the NMTC by 

the Investment LLC to the New Investor might not be respected by the IRS which 
could cause those NMTC to be reallocated to other members of the Investment 
LLC.  To the extent that intended NMTC are not received by the New Investor, the 
New Investor would be entitled to draw on a personal guaranty by Ronald A. 
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Christenson (“Christenson”), but there is no assurance that Christenson will have 
sufficient liquid resources to satisfy all obligations of such guaranty.   

 
 Tax Credit Utilization.  The New Investor may not have sufficient tax liability in a 

given year to utilize the NMTC allocated to the New Investor or there may be other 
limitations that prohibit the New Investor from being able to utilize the NMTC.  To 
the extent that the New Investor has insufficient tax liability in any given year to 
utilize the amount of NMTC allocated to the New Investor for such year, any 
unused NMTC may be carried back one year and carried forward for the next 
twenty years.  The New Investor should consult its tax professional to determine its 
ability to apply NMTC against the tax liability of the New Investor. 

 
For further information please contact: 

 
 

 Mr. Ronald A. Christenson 
 Christenson Corporation 
 12 South Sixth Street, Suite 715 
 Minneapolis, MN 55402 
 Phone: (612) 338-7173 
 Fax: (612) 338-7236 
 ron@christensoncorporation.com 
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