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NYC Neighborhood Capital Corporation 
 (A Component Unit of The City of New York) 

 
Management’s Discussion and Analysis 

 
June 30, 2017 

 
This section of the NYC Neighborhood Capital Corporation (“NYCNCC” or the “Corporation”) 
annual financial report presents our discussion and analysis of financial performance during the 
years ended June 30, 2017 and 2016. Please read it in conjunction with the financial statements 
and accompanying notes, which follow this section. 

Fiscal Year 2017 Financial Highlights 

• Cash, cash equivalents and investments increased by $486,492  

• Current liabilities increased by $8,500  

• Net position increased by $477,992  

• Operating revenues increased by $1,222,667  

• Operating expenses increased by $742,612  

• Operating income increased by $480,055  

Background  
 
This annual financial report consists of two parts: Management’s discussion and analysis 
(this section) and the basic financial statements. NYCNCC, a component unit of The City of 
New York (“the City”), is a New York not-for-profit corporation that was formed for the purpose 
of serving as a qualified Community Development Entity (“CDE”) under the Federal New 
Markets Tax Credit (“NMTC”) Program.  NYCNCC’s mission is to provide investment capital 
to low-income persons and low-income communities, thereby assisting in advancing the 
community, economic development and job creation objectives of the City. 
 
In November 2016, NYCNCC was awarded $55 million in NMTC allocation authority from the 
Community Development Financial Institutions Fund of the U.S. Department of the Treasury 
(“CDFI Fund”) as part of Round 13 of the NMTC Program (the “Allocation”). In compliance 
with NMTC Program requirements, the Corporation formed and manages subsidiary limited 
liability companies making qualified investments in low-income communities.  
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NYC Neighborhood Capital Corporation 
 (A Component Unit of The City of New York) 

 
Management’s Discussion and Analysis (continued) 

 

 

   Financial Analysis of the Corporation 

Net Position 
 
The following table summarizes NYCNCC’s financial position as of June 30, 2017, 2016 and 
2015, and the percentage changes between June 30, 2017, 2016 and 2015: 
 

    
% Change 

 
2017 2016 2015 2017-2016 2016-2015 

      Current assets $559,081  $74,986  $79,420  646% (6)% 
Non-current assets 2,397               -                    -    - - 

Total assets 561,478 74,986 79,420 649% (6)% 
Current liabilities 11,000 2,500 4,500 340% (44)% 

Total unrestricted net position $550,478  $72,486  $74,920  659% (3)% 
 
In fiscal year 2017, current and non-current assets increased exponentially as result of 
investments in NYCNCC Sub-CDE 1, LLC (“Sub-CDE 1”) and NYCNCC Sub-CDE 2, LLC 
(“Sub-CDE 2”) (collectively, the “NMTC Companies”). The NMTC Companies are certified 
CDEs and New York limited liability companies formed under section 203 of the Limited 
Liability Company Law for the purpose of making Qualified Low-Income Community 
Investments (“QLICI”) into Qualified Active Low-Income Community Businesses (“QALICB”) 
consistent with the mission of NYCNCC and the NMTC Program requirements. NYCNCC 
serves as the Managing Member holding 0.01% equity interest in the NMTC Companies. Subject 
to the limitations set forth in the NMTC Companies’ limited liability company operating 
agreements, and subject to compliance with NMTC Program requirements, the Managing 
Member has full, complete and exclusive discretion to manage and control the business of the 
NMTC Companies.  
 
The investments in Sub-CDE 1 and Sub-CDE 2 abetted significant developments in Queens 
County and New York County securing QLICIs whilst working with QALICBs to fund the 
Rockaway Beach Medical Arts Center and Madison Square Boys and Girls Club, respectively.  
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NYC Neighborhood Capital Corporation 
 (A Component Unit of The City of New York) 

 
Management’s Discussion and Analysis (continued) 

 

 

Operating Activities 
 
NYCNCC’s primary goal is to provide investment capital to low-income communities by 
forming and managing subsidiary companies. These companies aid in furnishing eligible entities 
with essential financing to construct and equip developments within the five boroughs.  
 
As the Managing Member, NYCNCC charges various fees for services rendered which include 
placement and services fees, sponsor fees and asset management fees. 
 
The following table summarizes NYCNCC’s operating activities for the fiscal years ended June 
30, 2017, 2016 and 2015, and the percentage changes between June 30, 2017, 2016 and 2015: 
 

    
% Change 

 
2017 2016 2015 2017-2016 2016-2015 

      Operating revenues  $    1,222,667     $            -  $     125,000      - (100)% 
Operating expenses           745,112             2,500          50,102  29704% (95)% 

Operating income           477,555           (2,500)          74,898  19202% (103)% 
Non-operating revenues                  437                  66                 22  562% 200% 

Change in net position  $       477,992  $   (2,434)  $      74,920  19738% (103)% 
 

Fiscal Year 2017 Activities 

In fiscal year 2017, operating revenues increased by $1,222,667 through investments in           
Sub-CDE 1 and Sub-CDE 2 utlizing a portion of the Allocation. 
  
Total operating expenses increased by $742,612 as a direct result of contractual agreements 
pertaining to investments in Sub-CDE 1 and Sub-CDE 2 utilizing the Allocation. 
 
Fiscal Year 2016 Activities 

In fiscal year 2016, operating revenues and expenses decreased significantly primarily due to the 
tentativeness of the application process within the CDFI Fund. 
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NYC Neighborhood Capital Corporation 

(A Component Unit of The City of New York) 
              

Statements of Net Position 
              
        June 30 
       
        2017    2016 
Assets         
              
  Current assets       
    Cash and cash equivalents (Note 3)  $      559,081   $         74,986 
      Total current assets 559,081    74,986  
              
  Non-current assets       
    Investments in NMTC Companies (Note 4) 2,397                        -  
      Total noncurrent assets             2,397                        -  
              
      Total assets         561,478              74,986  
              
Liabilities       
              
  Current liabilities       
    Accounts payable and accrued expenses 11,000    2,500  
      Total current liabilities 11,000    2,500  
              
  Net position - unrestricted $      550,478   $         72,486 
              

       
 

See accompanying notes. 
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NYC Neighborhood Capital Corporation 
(A Component Unit of The City of New York) 

              
Statements of Revenues, Expenses and Changes in Net Position 

        
         Year Ended June 30 

        
       2017   2016    
Operating revenues         
    NMTC placement and services fees $       720,000   $                           -      
    NMTC sponsor fees 480,000                    -      
    NMTC asset management fees 22,667                    -      
    Total operating revenues       1,222,667                    -      
              
Operating expenses       

 
  

Consulting fees 660,000  
 

                -    
     Closing costs 57,000  

 
                -    

     Other expenses 23,767  
 

2,500  
 

  
Legal fees 4,345  

 
                -    

     Total operating expenses 745,112  
 

2,500  
         

 
  

 Operating income (loss)          477,555  
 

          (2,500) 
         

 
  

 Non-operating revenues       
 

 
  Interest income                 437                    66    

    Total non-operating revenues 437  
 

66  
         

 
  

 Change in unrestricted net position          477,992  
 

                (2,434) 
         

 
  

 Unrestricted net position, beginning of year 72,486  
 

74,920  
         

 
  

 Unrestricted net position, end of year $  550,478 
 

 $        72,486 
 

       
 

See accompanying notes. 
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NYC Neighborhood Capital Corporation 
(A Component Unit of The City of New York) 

            
Statements of Cash Flows 

            
       Year Ended June 30  

             2017   2016  
Operating activities       
  NMTC placement and services fees received $       720,000   $                   - 
  NMTC sponsor fees received         480,000                       -  
  NMTC asset management fees received           22,667                       -  
  Consulting fees paid        (660,000)                      -  
  Other expenses paid          (76,612)              (4,500) 
  Net cash provided by (used in) operating activities         486,055               (4,500) 
            
Investing activities     

   Interest income                437                     66  
  Contributions to NMTC Companies            (2,400)                      -  
  Distributions from NMTC Companies                   3                       -  
  Net cash (used in) provided by investing activities            (1,960)                    66  
            
Net increase (decrease) in cash and cash equivalents         484,095               (4,434) 
            
Cash and cash equivalents at beginning of year           74,986              79,420  
            
Cash and cash equivalents at end of year $       559,081   $         74,986 
            
Reconciliation of operating income to net cash       

provided by operating activities       
  Operating income (loss) $       477,555   $ (2,500) 
  Adjustments to reconcile operating income (loss)       

  
to net cash provided by (used in) operating 

activities:       
  Changes in operating liabilities:       
     Accounts payable and accrued expenses             8,500               (2,000) 
        Net cash provided by (used in) operating activities $       486,055   $         (4,500) 
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NYC Neighborhood Capital Corporation 
 (A Component Unit of The City of New York) 

 
Notes to  Financial Statements  

June 30, 2017 
 

 

1. Organization and Purpose 
 
NYC Neighborhood Capital Corporation (“NYCNCC” or the “Corporation”) is a not-for-profit 
corporation incorporated in July 2014 under the Not-for-Profit Corporation Law of the State of 
New York for the following purposes: a) to make Qualified Low-Income Community 
Investments (“QLICI”) in the service area of the City of New York (the “City”), b) to operate as a 
qualified Community Development Entity (“CDE”) under the Federal New Markets Tax Credit 
(“NMTC”) Program, c) to form and manage subsidiary limited liability companies which are 
certified as CDEs to receive equity contributions which will be utilized primarily as QLICIs and 
d) to engage in all activities consistent with the business of NYCNCC thus furthering the 
interests of the City. 
 
2. Summary of Significant Accounting Policies and Nature of Operations 
 
Basis of Accounting and Presentation 
 
The accompanying financial statements have been prepared using the economic resource 
measurement focus and accrual basis of accounting in accordance with accounting principles 
generally accepted in the United States of America, as prescribed by the Governmental 
Accounting Standards Board (“GASB”), Financial Accounting Standards Board (“FASB”) 
Statements and Interpretations and Accounting Principles Board Opinions, unless those 
pronouncements conflict with or contradict GASB pronouncements. 
 
Revenues are recorded when earned and expenses are recorded when a liability is incurred, 
regardless of the timing of the related cash flows. NYCNCC has determined that it functions as 
an enterprise fund as defined by GASB. 
 
Use of Estimates 
 
The preparation of financial statements in accordance with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the amounts reported in the financial statements and accompanying notes.  
Actual results could differ from those estimates. 
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NYC Neighborhood Capital Corporation 
 (A Component Unit of The City of New York) 

 
Notes to Financial Statements (continued) 

 
 

 

2. Summary of Significant Accounting Policies and Nature of Operations (continued) 
 
Economic Concentrations 
 
As of June 30, 2017, the Corporation’s major assets are investments in NYCNCC Sub-CDE 1, 
LLC (“Sub-CDE 1”), and NYCNCC Sub-CDE 2, LLC (“Sub-CDE 2”). In addition, NYCNCC 
formed NYCNCC Sub-CDE 3, LLC (“Sub-CDE 3”), NYCNCC Sub-CDE 4, LLC (“Sub-CDE 
4”) and NYCNCC Sub-CDE 5, LLC (“Sub-CDE 5” and together with the aforementioned 
entities the “NMTC Companies”), all of which are considered NMTC entities awaiting Qualified 
Equity Investments (“QEI”). The Corporation’s primary source of revenue is derived from these 
assets. The NMTC Companies’ activities consist of making loans to various Qualified Active 
Low-Income Community Businesses (“QALICB”) whose operations are concentrated within the 
service area of the Five Boroughs reliant on the commercial and industrial real estate market 
developed by the QALICBs for various uses. Although no changes are anticipated in the near 
term, future operations could be affected by changes in the economic conditions of these entities 
or their parent company. 
 
Updated Pronouncements 

 
In August 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards 
Update (ASU) 2016-14, Presentation of Financial Statements of Not-for-Profit Entities (Topic 
958). The major changes revolve around net asset classifications. ASU 2016-14 eliminates the 
distinction between resources with permanent restrictions and those with temporary restrictions 
by reducing the current three net asset classes (unrestricted, temporarily restricted, and 
permanently restricted) to two classes: net assets with donor restrictions and net assets without 
donor restrictions. In addition to the fundamental change in net asset classifications, the new 
standard also includes a number of specific amendments, such as the following: (1) disclosure 
requirements of qualitative information on how the organization manages its liquid available 
resources and liquidity risks; and (2) deporting requirements of the investment return, net of 
external and direct internal investment expenses (disclosure of those netted expenses is no longer 
required). ASU 2016-14 applies to all non-profit organizations and is effective for annual 
financial statements issued for fiscal years beginning after December 15, 2017. Early application 
is permitted. The Corporation is currently evaluating the impact the adoption of this standard will 
have on the financial statements. 
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NYC Neighborhood Capital Corporation 
 (A Component Unit of The City of New York) 

 
Notes to Financial Statements (continued) 

 
 

 

2. Summary of Significant Accounting Policies and Nature of Operations 
 
Updated Pronouncements (continued) 

In March 2017, GASB issued Statement No. 85, Omnibus 2017. The objective of this Statement 
is to address practice issues that have been identified during implementation and application of 
certain GASB Statements. This Statement addresses a variety of topics including issues related 
to blending component units, postemployment benefits (pensions and other postemployment) 
benefits, fair value measurement and application, and goodwill. The provisions of this statement 
are effective for fiscal years beginning after June 15, 2017. The Corporation is evaluating the 
impact this standard will have on the Corporation’s financial statements. 

In June 2017, GASB issued Statement No. 87, Leases. The objective of this Statement is to 
better meet the information needs of financial statement users by improving accounting and 
financial reporting for leases by governments. This Statement increases the usefulness of 
governments’ financial statements by requiring recognition of certain lease assets and liabilities 
for leases that previously were classified as operating leases and recognized as inflows of 
resources or outflows of resources based on the payment provisions of the contract. Provisions of 
this Statement are effective for fiscal years beginning after December 15, 2019. The Corporation 
will evaluate the impact this standard will have on its financial statements. 

Cash and Cash Equivalents 
 
Cash and cash equivalents include all cash balances on deposit with financial institutions and 
highly liquid investments with a maturity of three months or less at the date of acquisition.  
 
Concentration of Custodial Credit Risk 
 
NYCNCC maintains its cash in bank deposit accounts which, at times, may exceed federally 
insured limits.  NYCNCC has not experienced any losses in such accounts.  NYCNCC believes 
it is not exposed to any significant credit risk on these accounts. 
 
Investments in NMTC Limited Liability Companies 
 
NYCNCC accounts for its investment in the NMTC  Companies under the equity method of 
accounting, which requires the investment to be recorded at cost and adjusted for NYCNCC’s 
share of income or loss of the NMTC Companies, additional investments, and cash distributions 
from the NMTC Companies.  To the extent that NYCNCC has no obligation to fund liabilities of  
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NYC Neighborhood Capital Corporation 
 (A Component Unit of The City of New York) 

 
Notes to Financial Statements (continued) 

 
 

 

2. Summary of Significant Accounting Policies and Nature of Operations (continued) 
 
Investments in NMTC Limited Liability Companies (continued) 
 
the NMTC Companies beyond its investment, including loans and advances, investments in the 
NMTC Companies should not be reduced below zero.   
 
NYCNCC evaluates its investments in the NMTC Companies for impairment in value and 
records a write-down if it is determined that any impairment in value is other than temporary.  
No such write-downs have been recorded in the accompanying financial statements as 
management believes that NYCNCC’s proportionate share of the sum of estimated cash flows 
from the underlying investments is not less than NYCNCC’s recorded investment in each of the 
NMTC Companies. 
 
NYCNCC holds managing member interests of 0.01% in each of Sub-CDE 1 and Sub-CDE 2. 
NYCNCC holds managing member interests of 99.00% in each of Sub-CDE 3, Sub-CDE 4 and 
Sub-CDE 5, which interests will be reduced to .01% in each case upon a receipt of a QEI by the 
applicable entity.  NYCNCC’s maximum exposure to loss is its current investments.  NYCNCC 
does not consolidate the NMTC Companies since, in the case of Sub-CDE 1 and Sub-CDE 2  the 
investing members maintain substantive participating rights in each entity respectively, and in 
the case of Sub-CDE 3, Sub-CDE 4 and Sub-CDE 5, upon receipt of a QEI in each case, the 
investing members will maintain substantive participating rignts in each entity respectively, 
thereby overcoming, in all cases, the presumption of control applicable to NYCNCC. 
  
Revenue Recognition 
 
NYCNCC recognizes revenue from fees earned for services rendered.  Placement and services 
fees, sponsor fees, and asset management fees are earned and recognized as services are 
performed. 
 
 
Subsequent Events 
 
Subsequent events have been evaluated through September 26, 2017, which is the date the 
financial statements were available to be issued, and there are no subsequent events requiring 
disclosure. 
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NYC Neighborhood Capital Corporation 
 (A Component Unit of The City of New York) 

 
Notes to Financial Statements (continued) 

 
 

 

3. Cash and Cash Equivalents 
 
As of June 30, 2017 and 2016, NYCNCC’s cash balance was $559,081 and $74,986, 
respectively. Of this amount, $250,000 was insured by the Federal Depository Insurance 
Corporation, and the remaining balance was uncollateralized. 
 
4. Investments in NMTC Companies 
 
NYCNCC’s investments consist of interests in limited liability companies.  As of June 30, 2017 
and 2016, NYCNCC has an ownership member interest in the following companies:  

 
 

 
Such investments at June 30, 2017 and 2016 are summarized as follows:  

 
  2017   2016  
  Cumulative equity contributions  $ 2,400  $ - 
  Cumulative equity distributions   (3)   - 
   Total  $ 2,397  $ - 

 
The results of operations of the NMTC Companies consist primarily of interest income earned 
from loans on QLICIs made to QALICBs in accordance with Internal Revenue Code (“IRC”) 
Section 45D and the Treasury Regulations thereunder.  Furthermore, the NMTC Companies are 
CDEs in accordance with IRC Section 45D and the Treasury Regulations thereunder. 

 
 
 
 
 
 
 
 
 

  Ownership Percentage 

Limited liability company  2017 2016  
NYCNCC Sub-CDE 1, LLC  0.01% -  
NYCNCC Sub-CDE 2, LLC  0.01% -  
NYCNCC Sub-CDE 3, LLC  99.00% -  
NYCNCC Sub-CDE 4, LLC  99.00% -  
NYCNCC Sub-CDE 5, LLC  99.00% -  
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NYC Neighborhood Capital Corporation 
 (A Component Unit of The City of New York) 

 
Notes to Financial Statements (continued) 

 
 

 

5. Transactions with NMTC Related Parties 
 
Sponsor Fees 
 
Pursuant to the operating agreements of the NMTC Companies, as compensation for services 
rendered and costs incurred in connection with NYCNCC’s decision to make a sub-allocation of 
NMTC to each of the NMTC Companies, the NMTC Companies shall pay sponsor fees to 
NYCNCC in an amount equal to 2% of the respective sub-allocation received by each of the 
NMTC Companies. For the years ended June 30, 2017 and 2016, NYCNCC earned and was paid 
sponsor fees from the NMTC Companies in the amount of $480,000 and $0, respectively. 
 
Asset Management Fees 
 
Pursuant to the operating agreements of the NMTC Companies, as compensation for services 
rendered and costs incurred in connection with NYCNCC’s decision to make a sub-allocation of 
NMTCs to each of the NMTC Companies, the NMTC Companies each are obligated to pay 
NYCNCC asset management fees in an aggregate amount equal to 3.5% of the respective sub-
allocation received by each of the NMTC Companies.  Such fees are due and payable partially in 
arrears and partially in advance in quarterly installments prior to the fifth day of the third month 
of each quarter for the calendar quarter in which such payments are being made.  For the years 
ended June 30, 2017 and 2016, NYCNCC earned and was paid asset management fees from the 
NMTC Companies in the amount of $22,667 and $0, respectively. 
 
New York City Economic Development Corporation 
 
There are no related party transactions between New York City Economic Development 
Corporation (“NYCEDC”) and NYCNCC for the years ended June 30, 2017 and 2016. 
NYCNCC received administrative, financial, legal, and other services from NYCEDC with no 
in-kind value recognized in the financial statements. NYCNCC occupies office space located at 
110 William Street, New York, NY 10038, which is leased by NYCEDC.  
 
6.  Unrestricted Net Position 
 
Pursuant to NYCNCC’s accounting policies and procedures manual, all net position resulting 
from operations will remain unrestricted.  As of June 30, 2017 and 2016, unrestricted net 
position is $550,478 and $72,486, respectively. 
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NYC Neighborhood Capital Corporation 
 (A Component Unit of The City of New York) 

 
Notes to Financial Statements (continued) 

 
 

 

7.  New Markets Tax Credits 
 
Pursuant to the NMTC Program Allocation Agreement between Sub-CDE 1; Sub-CDE 2;  
Sub-CDE 3; Sub-CDE 4; Sub-CDE 5; NYCNCC; and the Community Development Financial 
Institutions Fund (the “CDFI Fund”) dated February 28, 2017, NYCNCC was allocated the 
authority to issue $55,000,000 of QEIs to the NMTC Companies. 
 
The following summarizes the amount sub-allocated to the NMTC Companies, received as a QEI 
and made as QLICIs as of June 30, 2017: 
 

NMTC Companies 
 

QEI 
 

QLICI 
QQQQQQQQQ 
Sub-allocated 

NYCNCC Sub-CDE 1, LLC  $    9,000,000  $    8,820,000 $     2,806,1  
NYCNCC Sub-CDE 2, LLC  15,000,000  14,700,000 12,005,2             
    Total  $  24,000,000  $  23,520,000 $   35,000,000 

 
Equity investments received by the NMTC Companies are designated as QEIs if they meet the 
requirements of IRC Section 45D and Treasury Regulation Section 1.45D-1.  NMTCs are 
allowed to be claimed by investors over seven periods spanning six years and a day for any 
equity investment that is designated a QEI by the NMTC Companies.   
 
In order to qualify for these NMTCs, NYCNCC and the NMTC Companies must comply with 
the requirements of IRC Section 45D and Treasury Regulation Section 1.45D-1 during the seven-
year credit period.  Failure to comply with the requirements could result in the recapture of 
NMTCs that have been previously claimed as well as the loss of any future NMTCs.  The three 
events that can cause recapture are: [1] NYCNCC or the NMTC Companies cease to be CDEs; 
[2] failing to ensure that for each annual period in the seven-year credit period, at least 85 percent 
of the QEIs received by NYCNCC or the NMTC Companies are continuously invested in QLICIs 
(which may include 5% of the QEIs received to be held as reserves); or [3] the QEIs are 
redeemed or otherwise cashed out by NYCNCC or the NMTC Companies.  Since the NMTCs 
are subject to complying with certain requirements, there can be no assurance that the aggregate 
amount of NMTC will be realized and failure to meet all such requirements may result in 
generating a lesser amount of NMTC than the expected amount.   
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