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Executive Summary
This report provides a preliminary professional assessment of the proposed 30-year Payment in Lieu of Taxes (PILOT) agreement for Phases 1A and 1B of the Garfield Avenue Redevelopment Project in Jersey City.
PILOT agreements and long-term tax exemptions can be effective public policy tools when they advance affordable housing, environmental remediation, infrastructure investment, neighborhood revitalization, and other clearly defined public objectives. However, these agreements represent significant public financial assistance and should not automatically be approved for the maximum allowable term.
The duration and financial structure of every tax abatement should be directly tied to:
· The project’s demonstrated financial need;
· The value and duration of its affordable housing commitments;
· Extraordinary development or environmental remediation costs;
· The value of public land, infrastructure, and other governmental contributions; and
· The measurable public benefits the project is legally required to deliver.
The available materials indicate that some level of tax assistance may be necessary for the Garfield Avenue project. However, they do not establish that a 30-year PILOT is the minimum level of assistance required to make the project financially feasible.
This review therefore recommends that Jersey City evaluate shorter PILOT terms, independently verify project costs and financial assumptions, establish periodic financial reviews, and adopt enforceable community benefit requirements.
The same principles should form the basis of a standardized statewide policy for evaluating all tax abatements and PILOT agreements in New Jersey. A consistent, transparent, and evidence-based framework would protect taxpayers, strengthen public confidence, and ensure that tax assistance is proportional to the public benefits delivered.

1. Purpose and Public Policy Standard
A tax abatement is not simply a private financing arrangement. It is a public economic development investment with long-term consequences for municipal revenues, school funding, infrastructure, housing affordability, and neighborhood development.
Accordingly, every PILOT agreement should satisfy three basic public policy tests:
1. Necessity: Is the tax assistance required for the project to proceed?
2. Proportionality: Is the amount and duration of assistance proportionate to the project’s verified financial need?
3. Accountability: Are the promised public benefits measurable, enforceable, and subject to continuing public oversight?
Approval should be based on independent financial evidence rather than the maximum term permitted by law or general claims that a project would not proceed without assistance.

2. Project Overview
The Garfield Avenue Redevelopment Project is a large-scale, mixed-use development with the following proposed components:
· Market-Rate Housing: 508 residential units;
· Affordable Housing: 102 residential units restricted to households earning no more than 50 percent of Area Median Income;
· Commercial Space: Approximately 18,500 square feet;
· Parking: 285 parking spaces;
· Building Height: Approximately five to ten stories;
· Public Open Space: A public park; and
· Infrastructure and Community Improvements: Direct commitments involving Garfield Park and the Morris Canal Greenway.
These components could provide substantial environmental, housing, infrastructure, and neighborhood benefits. The public value of those benefits, however, should be clearly documented and incorporated into the City’s evaluation of the proposed PILOT.

3. Financial Measures Under Review
The developer-submitted financial analysis compares the project under conventional property taxation with the proposed PILOT structure.
	Financial Measure
	Conventional Taxation
	Proposed PILOT Structure

	Internal Rate of Return
	4.76% [2]
	9.77% [2]

	Debt-Service Coverage Ratio
	0.81 [2]
	1.21 [2]

	Projected City Revenue Over 30 Years
	$2.55 million based on the current baseline [2]
	$87.8 million, including a reported $85.2 million net increase [2]


The projected improvement in the project’s Internal Rate of Return and Debt-Service Coverage Ratio supports the conclusion that tax relief may improve financial feasibility.
However, the reported $85.2 million increase in municipal revenue should not be evaluated solely against taxes generated by the property in its current underdeveloped condition. The appropriate comparison is the amount the completed and fully occupied development would reasonably be expected to pay under conventional property taxation over the same 30-year period.
The City should therefore require an independent, side-by-side analysis of:
· Conventional taxes on the completed development;
· PILOT payments under the proposed agreement;
· Municipal service costs generated by the development;
· The value of any public land or infrastructure contributions;
· County and school funding implications; and
· The present value of projected revenues under each scenario.
Without this analysis, the City cannot determine the full public cost or benefit of the proposed agreement.

4. Scope and Limitations of the Review
Because of abbreviated review timelines, Restrepo & Associates was not provided with all documentation necessary to conduct a complete underwriting analysis or independent appraisal.
The outstanding materials include:
· Complete operating pro formas;
· Detailed construction and development budgets;
· Independent land and property appraisals;
· Financing commitments and applicable lending terms;
· Public subsidy and grant documentation;
· Detailed environmental remediation costs;
· Developer equity assumptions;
· Projected refinancing and disposition scenarios; and
· Supporting documentation for projected municipal revenues.
This preliminary evaluation also does not determine how the proposed PILOT may affect local school funding or the broader state school funding formula. That issue requires a separate fiscal and legal analysis before final approval.
These limitations should be addressed through a comprehensive independent review before the governing body considers final authorization.

5. Independent Oversight and Public Accountability
Evaluation and long-term monitoring of PILOT agreements should be led by the municipality’s tax and finance professionals, including the:
· Business Administrator;
· Finance Department;
· Tax Assessor;
· Tax Collector; and
· Other appropriate municipal financial and legal professionals.
Outside redevelopment agencies, consultants, and financial advisers may provide technical support, but they should not replace direct municipal oversight.
The governing body should receive a written independent financial analysis that clearly explains:
· Why tax assistance is required;
· How the proposed term was determined;
· Whether a shorter term would be sufficient;
· How public benefits were valued;
· What financial risks the municipality assumes; and
· What enforcement measures will protect the public if project conditions change.
The analysis should be made available to the public sufficiently in advance of any hearing or final vote.

6. Statewide Framework for Fair Tax Assistance
New Jersey should adopt a standardized framework for evaluating municipal tax abatements and PILOT agreements:
Demonstrated Financial Need + Affordable Housing + Public Benefits + Extraordinary Costs = Appropriate Tax Assistance [3]
Under this framework, the amount and duration of tax assistance would be determined by independently verified project conditions rather than automatically granting the longest term permitted by law.
At a minimum, every application should disclose:
· Total development costs;
· Cost per residential unit;
· Land acquisition costs;
· The value of publicly owned land transferred to the project;
· Developer equity and expected returns;
· Public grants, loans, tax credits, and subsidies;
· Conventional tax obligations on the completed project;
· Proposed PILOT payments;
· Affordable housing obligations;
· Environmental remediation costs;
· Infrastructure commitments;
· Community benefit commitments; and
· Projected refinancing or sale proceeds.
A standardized statewide disclosure process would allow residents, municipalities, and state officials to compare tax abatement proposals using consistent financial and public policy criteria.

7. Key Policy Recommendations
7.1 Require Independent Cost Verification
The estimated development cost of approximately $675,611 per residential unit is unusually high and warrants a detailed independent review.
The City should require an engineering and line-item audit of:
· Construction costs;
· Professional and consulting fees;
· Financing expenses;
· Developer fees;
· Environmental remediation costs;
· Infrastructure expenses;
· Contingencies; and
· Related-party transactions.
Only verified and reasonable costs should be included when determining the level of tax assistance required.
7.2 Account for Public Land and Other Subsidies
Any transfer, lease, or contribution of publicly controlled land at below-market value should be independently appraised and disclosed as a public subsidy.
The value of public land, infrastructure improvements, grants, tax credits, and other governmental support should be included when calculating the total public investment in the project.
7.3 Evaluate Shorter PILOT Terms
The City should model PILOT terms of 15, 20, and 25 years rather than assuming that a 30-year agreement is necessary.
Each scenario should identify:
· Projected municipal revenue;
· Projected conventional property taxes;
· Developer return;
· Debt-Service Coverage Ratio;
· Affordable housing commitments;
· Public benefits; and
· The point at which the project can reasonably return to conventional taxation.
The selected term should be the shortest period demonstrated to make the project financially feasible.
7.4 Require Five-Year Financial Reviews
Every long-term PILOT agreement should require a comprehensive financial and market review at least once every five years.
Reviews should examine:
· Actual project revenues and operating costs;
· Occupancy and rental performance;
· Changes in assessed value;
· Refinancing proceeds;
· Ownership changes;
· Developer returns;
· Compliance with affordable housing requirements; and
· Delivery of community benefits.
The agreement should authorize adjustments, recapture provisions, or other remedies when actual project performance materially exceeds the assumptions used to justify the original tax assistance.
7.5 Establish Clawback and Recapture Provisions
Tax abatement agreements should include mandatory protections when a project is sold, refinanced, converted, or otherwise generates substantial unanticipated gains.
Potential protections include:
· Municipal participation in extraordinary refinancing proceeds;
· Partial repayment of previously granted tax benefits;
· Adjustments to future PILOT payments;
· Preservation of affordable housing restrictions; and
· Termination or modification of the agreement following material noncompliance.
7.6 Strengthen Affordable Homeownership
The City should evaluate whether approximately 25 percent of the residential units could be dedicated to affordable homeownership opportunities, using models such as Holland Gardens or 311 Ocean Avenue.
Affordable homeownership can:
· Help local households build generational wealth;
· Create long-term neighborhood stability;
· Expand the future property tax base;
· Provide residents with a direct stake in redevelopment; and
· Reduce the displacement risks associated with large-scale development.
Rental affordability and affordable homeownership should be evaluated together as complementary public policy objectives.

8. Historical and Community Context
The Garfield Avenue site has significant historical importance connected to Jersey City’s Black history and the Morris Canal’s reported role in the Underground Railroad.
The surrounding Greenville community has also experienced the long-term effects of industrial contamination, disinvestment, and unequal access to economic opportunities. Redevelopment of the site should therefore include legally binding commitments that address both environmental conditions and historic community inequities.
These commitments should not be treated as voluntary aspirations. They should be incorporated into the redevelopment and financial agreements, supported by measurable standards, and enforced through meaningful remedies.

9. Community Benefits Plan
The final agreements should include an enforceable Community Benefits Plan addressing the following areas:
Neighborhood Investment
The developer should make defined capital investments in the Greenville neighborhood, with specific project descriptions, funding amounts, completion deadlines, and maintenance responsibilities.
Local Employment and Workforce Development
The agreement should establish measurable requirements for:
· Local construction hiring;
· Apprenticeships;
· Job training;
· Career pathways for young Black residents;
· Permanent employment opportunities; and
· Public reporting on workforce outcomes.
Minority- and Women-Owned Business Participation
The agreement should establish clear minority- and women-owned business enterprise contracting goals, reporting requirements, and compliance procedures consistent with applicable law.
Performance and Enforcement
Every community benefit commitment should include:
· A responsible party;
· A specific performance standard;
· A completion deadline;
· A public reporting requirement;
· A monitoring and verification process; and
· Financial penalties or other remedies for noncompliance.

10. Recommended Statewide Standards
The Garfield Avenue review illustrates the need for broader statewide standards governing tax abatements and PILOT agreements.
New Jersey should consider requiring the following for all long-term abatements:
1. A standardized application and financial disclosure form;
2. An independent cost-benefit and fiscal impact analysis;
3. A comparison with conventional taxation on the completed property;
4. Public disclosure of all governmental subsidies and contributions;
5. Evaluation of multiple abatement terms;
6. A written finding that the selected term is the minimum assistance necessary;
7. Five-year financial and compliance reviews;
8. Refinancing, sale, clawback, and recapture provisions;
9. Enforceable affordable housing and community benefit requirements;
10. Analysis of school funding and county fiscal impacts;
11. Public access to supporting documents before final approval; and
12. Annual reporting on revenues, compliance, ownership, and project performance.
These standards would not prevent municipalities from using tax abatements. Instead, they would improve consistency, transparency, and accountability while preserving flexibility for projects with legitimate financial and public policy needs.

11. Findings
Based on the materials currently available, this preliminary assessment finds that:
· The Garfield Avenue project may require some level of tax assistance to achieve financial feasibility;
· The available evidence does not establish that a 30-year PILOT is the minimum assistance required;
· The reported municipal revenue benefit must be compared with conventional taxation on the completed development;
· Project costs, including the reported per-unit development cost, require independent verification;
· Public land and other subsidies must be valued as part of the total public contribution;
· Shorter PILOT terms should be formally evaluated;
· Periodic financial reviews and clawback provisions are necessary to protect taxpayers;
· Affordable homeownership should be considered as part of the project’s housing strategy;
· Community benefits must be specific, measurable, enforceable, and publicly reported; and
· Final approval should not occur until the City receives the documentation necessary for a comprehensive independent review.

Conclusion
The Garfield Avenue Redevelopment Project has the potential to provide meaningful environmental remediation, affordable housing, public infrastructure, open space, and neighborhood investment.
The central policy question is not whether tax abatements should be used. The question is whether the proposed public assistance is necessary, proportional, transparent, and enforceable.
Protecting taxpayers requires a shift away from isolated and ad hoc approvals toward a standardized, need-based framework. Independent financial review, shorter-term modeling, public disclosure, affordable homeownership, enforceable community benefits, and continuing oversight should become standard requirements for PILOT agreements in Jersey City and throughout New Jersey.
A well-designed tax abatement policy can support responsible development while protecting municipal finances and advancing equitable community outcomes. When public assistance is tied to verified need and measurable public benefits, redevelopment can serve developers, residents, municipalities, and taxpayers fairly.




image1.png




