How Multi Family Construction Companies San Juan Leverage Local Financing and Tax Incentives

San Juan's multifamily market has matured into a sophisticated arena where seasoned developers blend
traditional debt, tax credits, and targeted incentives to deliver resilient, cash-flowing assets. Multi family
construction companies San Juan routinely assemble layered capital stacks that combine local bank financing,
federal and territorial tax incentives, and disaster-recovery programs. The result is a development environment
that rewards preparedness, community alignment, and strong partnerships with general contractors Puerto Rico

trusts for speed, quality, and compliance.

Why San Juan'’s Capital Stack Is Different
@

e Strong local banking relationships: Banks like Banco Popular, FirstBank, and Oriental understand Puerto Rico's
regulatory context and often provide construction loans tailored to mixed-income and workforce housing.

Their familiarity with municipal processes helps compress timelines and bridge draw schedules.

* Broad federal footprint: Puerto Rico benefits from many U.S. Federal programs—HUD-insured loans, Low-
Income Housing Tax Credits (LIHTC), Community Development Block Grant-Disaster Recovery (CDBG-DR),
and FEMA-related funds that can indirectly support infrastructure and resilience measures for multifamily

projects.

* Territorial tax framework: Puerto Rico’s Act 60 (Incentives Code) consolidates various incentives, offering
corporate tax reductions, municipal tax relief, and property tax abatements that can materially change a

project’s pro forma.

Core Financing Tools for Multifamily in San Juan 1) Senior Debt Local lenders often serve as first-lien construction

lenders. For stabilized or larger projects, developers may pursue:

e HUD/FHA 221(d)(4) for new construction or substantial rehab
e HUD 223(f) for acquisitions/refis of stabilized assets

* Tax-exempt private activity bonds when paired with LIHTC
2) Equity and Additional info Credit Enhancers

e |IHTC via the Puerto Rico Housing Finance Authority (PRHFA) can fund a significant share of eligible basis for
affordable and mixed-income developments. Syndication proceeds reduce the need for costly equity while

encouraging deep affordability.

* New Markets Tax Credits (where eligible census tracts overlap) can support community-serving components,

including ground-floor retail or services, improving both neighborhood outcomes and underwriting strength.
* Opportunity Zone equity can be relevant, as much of Puerto Rico is designated OZ territory. Proper
compliance and timeline management are critical to realize OZ benefits.
3) Gap Funding and Resilience
e (CDBG-DR and CDBG-MIT have supported infrastructure hardening, site work, and community facilities
adjacent to housing. While not universally available, they can plug critical funding gaps.

* Green and resilience incentives (e.g., energy efficiency rebates, solar financing) reduce operating expenses

and increase long-term asset value, especially important given grid volatility.

Tax Incentives That Move the Needle
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® Act 60 Decrees: Developers can secure decrees that lower corporate income tax rates and may provide partial
exemptions from municipal license taxes and property taxes for a defined term. These are pivotal for project

feasibility and investor returns.

® Property Tax Abatements: Municipal and territorial abatements during construction and early operations can

produce substantial savings, improving debt service coverage and IRR.

® Tourism-Adjacent Credits: For mixed-use projects with hospitality elements—think extended-stay, micro-
hotel components, or adaptive reuse—credits under Puerto Rico’s tourism framework may apply. Here, the
playbook of a hotel renovation contractor or a hotel renovation company becomes valuable, informing

design standards and compliance pathways.

¢ Sales and Use Tax Relief on Materials: Certain decrees and municipal programs may reduce or exempt SUT on

construction inputs, benefiting cash flow during peak spend periods.

How Contractors Strengthen the Incentive Strategy Incentives only pay off if the project stays compliant, on

schedule, and on budget. That's where experienced teams come in:

* General contractors Puerto Rico relies on maintain documentation workflows to support requisitions for tax-

exempt materials and to meet draw requirements for lenders and public agencies.

¢ |f a building includes ground-floor retail or food-and-beverage, selecting restaurant construction companies
near me or commercial restaurant contractors that understand health, fire, and ADA codes in Puerto Rico

shortens time-to-revenue.

® For hospitality or mixed-use conversions, a hotel renovation company or hotel renovation contractor with Act

60 and tourism credit experience can streamline certification, from scope definition through final inspection.

® Access to specialized trades—restaurant builders near me, restaurant general contractors near me, and even
niche “restaurant contractors near me"—can be decisive when municipalities require rapid life-safety

upgrades before a certificate of occupancy is issued.
A Practical Roadmap for Developers 1) Feasibility and Site Control

* Begin with a conservative pro forma that assumes tiered absorption and contingency for supply-chain

variance.

e |dentify whether the census tract qualifies for LIHTC, NMTC, or OZ advantages; confirm zoning for density

and mixed-use.
2) Engage Early with PRHFA and Agencies

e For LIHTC, align your unit mix, rents, and compliance plan with the Qualified Allocation Plan (QAP).
® (Coordinate with municipal officials on property tax abatements and SUT relief; ensure your general
contractor has a track record with these processes.

3) Lock In Banking Partners

® Local lenders value clear contracting, a robust GMP, and milestone-driven schedules. Deliver a risk register

addressing hurricane resilience, floodproofing, and energy reliability.
4) Optimize the Capital Stack

* Explore pairing LIHTC equity with tax-exempt bonds for 4% credits or using 9% credits where available and

competitive.

e Consider HUD 221(d)(4) if project size and timeline fit; model interest-rate sensitivity and construction period

interest carry.



5) Build for Resilience

® Incorporate energy efficiency, solar + storage, and water management. Resilience features may unlock

additional incentives and reduce OPEX, stabilizing NOI post-stabilization.
6) Compliance and Reporting

* Set up a compliance calendar from day one. The best commercial construction San Juan teams design

document controls that satisfy lenders, tax credit investors, and public agencies simultaneously.

Case Insight: Mixed-Income with Ground-Floor Activation A developer assembles a 150-unit mixed-income

building in Santurce with 20% affordable units. The stack includes:

e Senior construction loan from a local bank

4% LIHTC equity via tax-exempt bonds

Modest CDBG-DR grant for streetscape and drainage

Act 60 decree with partial municipal tax relief

SUT exemptions on select materials

The ground floor includes a small-format grocer and a café. By bringing on commercial restaurant contractors
early, the team coordinated MEP rough-ins to restaurant-grade standards, avoiding change orders. At
stabilization, the property benefits from lower OPEX due to efficient systems, and the retail tenants increase

community value and foot traffic, improving the overall cap rate on exit.
Risk Management Essentials

* Timing: Incentive approvals can lag. Front-load submissions and assign an incentives coordinator.
e Cost Escalation: Lock critical materials early; leverage local suppliers to reduce freight exposure.
® Compliance Drift: Quarterly internal audits of LIHTC and Act 60 obligations prevent costly recapture events.

® Weather and Logistics: Design for wind loads and flood elevations; plan contingencies for shipping delays.

What This Means for Owners and Residents When multi family construction companies San Juan utilize local
financing and incentives wisely, they can deliver attainable rents, resilient buildings, and mixed-use amenities that
improve neighborhood vitality. Thoughtful coordination with general contractors Puerto Rico depends on—plus
specialty partners like restaurant contractors near me and hotel renovation contractor teams—creates durable

assets that serve residents, retailers, and investors alike.
Questions and Answers

Q1: Which incentives most commonly support multifamily deals in San Juan? A: LIHTC administered by PRHFA,
Act 60 corporate and municipal tax incentives, property tax abatements, and occasionally CDBG-DR/MIT funds

for infrastructure. Some projects also use HUD 221(d)(4) loans and Opportunity Zone equity.

Q2: Do | need a local general contractor to access incentives? A: It's not mandatory, but experienced general
contractors Puerto Rico based can streamline permitting, documentation for SUT exemptions, and compliance

reporting. Their local relationships often shorten timelines.

Q3: How do ground-floor restaurants affect financing? A: Lenders like activated ground floors if lease-up risk is
managed. Involving commercial restaurant contractors, restaurant general contractors near me, or restaurant

builders near me early allows accurate Tl budgeting and can improve underwriting through diversified income.

Q4: Can hospitality credits apply to mixed-use multifamily? A: In certain cases, yes. If a component qualifies under

tourism incentive programs, a hotel renovation company with local experience can evaluate eligibility and



certification paths.

Q5: What's the biggest pitfall with tax credits? A: Compliance over time. Failing to maintain affordability,

reporting, or operational standards can trigger recapture. Establish a compliance calendar and audit it quarterly.



