
June 17, 2019 

Employment and Community Development Task Force  
Senate Finance Committee 
219 Senate Dirksen Office Building 
Washington, D.C. 20510 

Dear Senators Portman, Cantwell, and Members of the Task Force: 

On behalf of the members of the New Markets Tax Credit (“NMTC”) Working Group, we respectfully 
submit the following comments as you consider tax reform and how NMTCs may factor into your decisions.  
The members of the NMTC Working Group are participants in the NMTC industry who work together to 
help resolve technical NMTC Program issues and provide recommendations to make the NMTC Program 
even more efficient in delivering benefits to qualified businesses located in low-income communities and 
serving low-income populations around the country.  Our group includes allocatees, nonprofit and for-profit 
community development entities (“CDEs”), consultants, investors, accountants and lawyers, all who are 
focused on making the NMTC the most effective and efficient tool to private capital for community and 
economic development in America’s low-income communities. 

Please see below for the responses to the questions accompanying your request for information. 

1. In your view, what was the original purpose and legislative intent of this provision?
How has the provision met the original intent?

Established under the Community Renewal Relief Act of 2000 (P.L. 106-554), the New Markets Tax
Credit (“NMTC”) was created to encourage taxpayers to make investments and loans in low-income 
communities by establishing a new tax credit for investments made to acquire stock or a partnership interest 
in a selected community development entity (“CDE”). 1 A CDE’s primary mission is to serve distressed 
communities by investing funds from private investors in low-income communities. Furthermore, Congress 
intended to make low-cost, patient private capital available for businesses, facilities, and revitalization 
projects in communities left behind by the economic expansion of the 1990s. These forgotten farming 
towns, urban neighborhoods, and post-industrial suburbs lacked access to the patient capital needed to 
support and grow businesses, create jobs, and sustain healthy local economies. 

Nearly two decades later, the NMTC is doing precisely what was intended, efficiently and effectively. 
Since 2003, the NMTC has delivered more than $95 billion in total project financing from $48.6 billion in 
NMTC allocation authority to nearly 6,000 projects and businesses, creating or retaining more than 800,000

1 JCT, “General Explanation Of Tax Legislation Enacted In The 106th Congress,” JCS-2-01 (April 19, 2001). 
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jobs at a cost the federal government of less than $20,000 per job2 and contributed directly to the 
construction or rehabilitation of more than 178 million square feet of manufacturing, office and retail real 
estate3. In 2017 alone, it is estimated that projects financed by NMTC award recipients created over 60,000 
jobs in impoverished rural and urban areas.4 According to the U.S. Treasury, the NMTC has generated $8 
of private investment for every dollar invested by the federal government.5  
 

The NMTC targets low-income communities, defined as census tracts with poverty rates of at least 20 
percent and median incomes not exceeding 80 percent of the area median. However, most projects are 
located in communities far exceeding the statutory requirements for poverty. In 2017, 83 percent of NMTC 
activity was in communities with poverty rates of at least 30 percent, median income no higher than 60 
percent of area median or unemployment at least 1.5 times that national average, far exceeding the 
statutorily required investment levels.6 
 
2. Since the provision was enacted, have there been policy changes that have altered the 

purpose of this provision? How have these changes impacted the ability to meet the 
original intent?  Have these changes improved the provision? 

Since its enactment, both Congress and regulators have made changes to the NMTC program to allow 
taxpayers the flexibility to make investments in a more diverse range of communities, businesses, and 
ventures. For example, IRS rule changes helped taxpayers invest in projects beyond real estate-related 
rehabilitation projects and allowed NMTC investors greater access to investments in operating businesses, 
7 the Community Development Financial Institution Fund’s discretion in allocating awards helped to 
increase the diversity and number of CDEs,8 and the introduction of leverage lenders (including public and 
philanthropic lenders who offer loans at below-market rates) encouraged capital investment in a broader 
range of regions and communities.9  

 
The Community Renewal Tax Relief Act authorized the initial NMTC allocation for 2001 to 2007 and 

made a total of $15 billion in credit authority available over those seven years. Since that time, Congress 
has extended the NMTC several times:  

 
 The American Jobs Creation of 2004 (P.L. 108-357) established a targeted populations eligibility 

criteria allowing the use of the NMTC in census tracks not designated as low income in cases in 
which there the project provided a benefit to low-income populations. The made low-population 
census tracts within Empowerment Zones eligible if they were contiguous to another qualified 
census tract. Neither provision has made a major impact on the NMTC; 

                                                            
2 New Markets Tax Credit Coalition, Economic Impact Report, December 2017 https://nmtccoalition.org/reports-
case-studies/. 
3 Community Development Financial Institutions Fund (CDFI Fund), U.S. Department of the Treasury, New 
Markets Tax Credit Program https://www.cdfifund.gov/programs-training/Programs/new-markets-tax-
credit/Pages/default.aspx.  
4 Ibid.  
5 Ibid. 
6“New Markets Tax Credit Progress Report 2018,” New Markets Tax Credit Coalition, 
http://nmtccoalition.org/progress-report.  
7 New Markets Tax Credit Non-Real Estate Investments, Federal Register, Vol. 77, No. 189, pp. 59544–59547, 
September 28, 2012.  
8 OCC, “New Markets Tax Credits: Unlocking Investment Potential” pg.21, https://www.occ.gov/topics/community-
affairs/publications/insights/pub-insights-jun-2013.pdf. 
9 Ibid.  
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 An additional $1 billion was authorized for communities hard-hit by Gulf Coast hurricanes, Gulf 

Opportunity Zone Act of 2005 (P.L. 109-135); 
 
 In 2006, Congress extended the NMTC for 2008 at $3.5 billion in annual credit authority through 

the Tax Relief and Health Care Act of 2006 (P.L. 109-432). The measure extended NMTC through 
2008 and amended the statue to require that non-metro areas receive a proportional share of 
investments. The non-metro share of the population is 15 percent, and NMTC investments in these 
rural communities have remained at or around 20 percent for several years. In 2017, 23 percent of 
NMTC projects were in rural areas.10 The 2018 awards, made in early June 2019, indicate that at 
least $682 million (19.4 percent) of the total will be prioritized to rural areas;  

 
 The Emergency Economic Stabilization Act of 2008 (P.L. 110-343) extended the Credit for 2009, 

again at $3.5 billion in annual credit authority;  
 
 The American Recovery and Reinvestment Act of 2009 (P.L. 111-16), increased credit authority to 

$5 billion for both 2008 and 2009;  
 
 The Tax Relief, Unemployment Insurance Reauthorization and Job Creation Act of 2010 (P.L. 111-

312) provided a two-year extension of the NMTC (2010 and 2011) with annual credit authority of 
$3.5 billion;  

 
 The American Taxpayer Relief Act of 2012 (P.L. 112–240) provided a two-year extension of the 

NMTC (2012 and 2013) with annual credit authority of $3.5 billion;  
 
 The Tax Increase Prevention Act of 2014 (P.L. 113-295) extended the NMTC for 2014 at $3.5 

billion in annual credit authority; and 
 
 Most recently, the PATH Act (P.L. 114-113) extended the NMTC for five years, from 2015 to 2019, 

at $3.5 billion in annual credit authority. The PATH Act was the longest authorization for the NMTC 
since the Community Renewal Tax Relief Act and, at $17.5 billion, the largest in the history of the 
Credit.  

 
These policy changes to the NMTC have given investors and other program participants the capability 

to better meet the legislative intent of incentivizing private investment in the most capital-deprived urban 
and rural low-income communities, creating and sustaining needed jobs and community businesses. 

 
3. Since the provision was enacted, have there been other external changes that have altered 

the purpose of this provision?  

Congress designed the NMTC to be flexible and to meet the evolving needs of communities. While the 
program maintains its core purpose, it also helpfully responds to emerging external economic trends in 
ways policymakers who drafted the original legislation may not have anticipated. A few examples: 

a. The program proved an effective tool for disaster relief. Disasters hit our most vulnerable 
communities the hardest. After Katrina, community development organizations played an 

                                                            
10 Ibid 
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important role in rebuilding and strengthening communities already struggling with poverty and 
unemployment before the storm, including the construction of thousands of new affordable single-
family homes. Many of the same organizations, including the Houston Food Bank, North Dallas 
Food Bank, and Metropolitan Ministries in Tampa, were on the ground providing direct assistance 
to the families and communities affected by the unprecedented flooding and destruction of 
Hurricanes Harvey and Irma. The program has also helped more than a dozen communities recover 
from devastating floods and tornadoes.11 

 
b. Nearly 100 rural hospitals have closed since 2010. During the same period, the NMTC financed 

102 rural health and dental clinics, hospitals, and medical facilities, including the financing of seven 
new rural dental clinics serving nearly 50,000 additional low-income patients in rural Oregon.12  

 
4. As currently drafted, does the provision achieve its stated purpose?  
 

As noted in our responses above, there is no question that the NMTC achieves its stated purpose. To 
date, nearly $49 billion in NMTC allocation delivered over $95 billion in total project financing to low-
income communities13 at a cost to the federal government of only $12.7 billion.14  
 

According to the U.S. Department of Treasury, the program generated over 39,000 direct jobs in 2017. 
Summit Consulting was commissioned by the CDFI Fund to conduct the most recent evaluation of the 
program. Their 2017 report found 100 percent compliance; CDEs are using the NMTC to lower the cost of 
capital in low-income communities; and CDEs are target areas of deep economic distress, and far exceeding 
the program requirements. 
 
5. Are there potential reforms to this provision that would strengthen it and allow it to 

better achieve its stated purpose?  
 

The NMTC provision achieves its stated purpose as currently drafted, but with small changes, the 
program could be made even more effective in carrying out its mission of driving capital to low-income 
communities. Passage of S. 750, the New Markets Tax Credit Extension Act of 2019,15 would provide 
greater certainty for investors, promote competition in the application process to bid for credit allocations, 
and lead to greater efficiencies and outcomes in targeted communities.  
 

Greater certainty as to the permanence of the NMTC will lead investors to increase capital inflows to 
CDEs and lead to more investment per tax credit dollar. As a result of the heightened capital available for 
investment, the bidding process among CDEs for credit allocation will become more competitive, resulting 
in more efficient and impactful investments that provide capital injections into the nation’s most 
economically distressed communities. Indeed, the data indicates that heightened competition in the NMTC 
program led to more CDE investments in qualified businesses and developments in communities with a 30 
percent poverty rate, rather than the statutorily required 20 percent poverty rate.  
 
                                                            
11 “The NMTC as a Disaster Relief Tool.” https://nmtccoalition.org/disaster-relief/ 
12 “Advantage Dental.” http://nmtccoalition.org/wp-content/uploads/2018/08/AdvantageDental.pdf 
13 FY 2018 CDFI Fund Public Data Release of NMTC Transactions Through 2017. 
14 The Joint Committee on Taxation consistently scores the NMTC at a cost of 26 cents for every dollar of 
allocation. 
15 S. 750 is a bipartisan bill with more than 20 cosponsors, nine of which are members of the Senate Finance 
Committee. 
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6. How has the temporary nature of the provision affected its ability to achieve its stated 
purpose, if at all?  

 
The temporary nature of the NMTC, combined with the 7-year investment requirement, forces CDEs 

that invest in projects without 7-year timelines to maintain a “pipeline” of projects so that they can remain 
compliant with CDE-status requirements or else risk having their investors face the recapture of previous 
years’ credits, plus interest. Projects that do not fall neatly within a 7-year time window may be highly 
efficient investments for low-income communities, however, the lack of certainty as to whether further 
credit allocations will be reauthorized may have a stifling effect on investment in projects that could 
otherwise provide valuable economic benefits to low-income communities. It is important to enforce rules 
that help fulfill the intent of the NMTC as an economic driver; however, placing otherwise well-meaning 
investors at risk of facing a recapture for previous year credits simply because of the uncertainty created by 
the temporary nature of the NMTC does not help fulfill the mission of the program.  
 
7. Are there any other special considerations that you would like to identify relative to this 

provision?  
 

a. Allow NMTCs to Offset alternative minimum tax (AMT) liability 
Willingness by investors to participate in the NMTC Program would also be greatly enhanced if a 

long-term or permanent extension of the NMTC included a provision that would allow the NMTC to 
offset AMT.16  A long-term extension of the NMTC with an AMT offset provision would put the 
NMTC Program on par with Low-Income Housing Tax Credits, Historic Tax Credits and certain 
Renewable Energy Tax Credits, and would increase investor demand for the NMTC.  With more 
demand by investors, the pricing of NMTCs would rise and would lead to an even greater amount of 
subsidy reaching qualified businesses.  In addition to higher credit pricing, if the NMTC Program were 
made permanent or received a long-term extension, CDEs and other NMTC Program participants would 
dedicate more resources to the NMTC Program and generate even greater efficiencies.   

 
b. Modify NMTC Recapture Rules 

Three events can trigger a recapture event of NMTCs: the CDE ceases to qualify as a community 
development entity; the substantially-all requirement is not satisfied; or the investment is redeemed by 
the investor. If there is a recapture event with respect to a qualified equity investment (QEI) at any time 
during the seven-year credit period, all investors are subject to recapture in the year the recapture event 
occurs. The investor must repay the government the aggregate amount of credits previously claimed by 
the taxpayer under section 45D, plus interest and penalties.  While we believe tax credit recapture is an 
important component of the community development tax credits that contributes to their success, the 
overly stringent form of NMTC recapture inhibits its efficiency. 

 
By having full recapture risk, plus interest penalties, for the full term of the investment, the NMTC 

Program has a level of compliance and transaction structuring unrivaled by other tax credit programs.  
This level of structuring and underwriting ensures that the goals of the NMTC Program are ultimately 
achieved, but at a cost that is incorporated into the overall price of the NMTC and the types of 
investments that investors are willing to make.  A phased reduction in tax credit recapture risk during 
the term of the investment would certainly lower the discount of the NMTC applied by investors and 

                                                            
16 For further discussion of AMT implications, see §2.16 of Novogradac & Company New Markets Tax Credit 
Handbook, 2012. 
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broaden the types of investments that tax credit investors are willing to make, including non-real estate 
qualified low-income businesses. 

 
c. NMTC and Opportunity Zones  

Many Members of Congress often ask about the difference between the NMTC and the Opportunity 
Zones (OZ) incentive. While both incentives bring private capital to low-income communities, they are 
also very different in several important attributes.  As a result, they complement each other well. Both 
seek to revitalize distressed communities, but use different tax planning tools and, therefore, different 
financial products and investors to push private capital into economically distressed areas. 

 
 Debt vs. equity. Most NMTC financing lowers the cost of debt for businesses. OZ financing is 

statutorily required to be equity. 
 

 Investor classes. Most NMTC investors are regulated financial institutions with CRA 
obligations. OZ investors include taxpayers with an unrealized capital gain which tend to be 
individuals or non-financial corporations. 
 

 Different project types. NMTC allocation is capped annually and is awarded competitively to 
community development organizations that invest in high community impact projects. The 
application process and the scarcity of credits drive NMTC-financing to businesses and 
economic development projects that would not have been economically feasible without the 
NMTC benefit, including community facilities, healthcare centers, rural broadband, and 
mission-driven service providers.  
 
The OZ incentive is an uncapped program designed to make equity capital generally available 
in targeted areas. While valuable, the level of subsidy the OZ provides is shallower than NMTC 
on a per-investment basis, and unless combined with other subsidies and incentives, are 
unlikely to provide enough subsidy to make an economic infeasible investment feasible.  
However, the overall volume of OZ investments nationwide is likely to exceed the total NMTC 
investment. 
 

 Geographic Targeting. – NMTC is generally available to any eligible census tracts defined by 
statute, but given the very limited allocation available, is only able to finance projects in a small 
subset in any given year.  Governors designated up to 25 percent of a state’s NMTC-eligible 
census tracts for the Opportunity Zone incentive, along with a limited number of tracts 
contiguous to NMTC-eligible tracts. In any particular state, OZs are more likely to receive a 
greater total volume of OZ investment than NMTC investment. 

 
d. Retroactive extension? 

Congress should act to extend the NMTC before it expires this year. A retroactive extension of the 
NMTC (in 2020) would delay billions in financing for health centers, business incubators, daycare 
centers, and other important revitalization projects for up to two years, and imperil the participation of 
many stakeholders. Treasury awards NMTC allocation community development organizations through 
an annual competitive process, which includes a two-month application period, several months of 
application review, and upon allocation award, the execution of an allocation agreement. Unlike the 
Bush and Obama Administrations, the U.S. Department of Treasury is unlikely to open a 2020 
application round until Congress reauthorizes the NMTC. 
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8. Can you quantify or elaborate on the full scope of the impact of the provision as currently 
drafted, including but not limited to the total numbers and defining characteristics of the 
beneficiaries of the provision?  
 
In addition to the positive effects created by shepherding much-needed capital to the most economically 

distressed communities, the NMTC produces significant positive fiscal and economic effects. In a 2012 
study authored by the Partnership for Job Creation (PJC), it was shown that NMTC credits provide 
outstanding return on investment to taxpayers.17 Return on investment to taxpayers was conservatively 
estimated to be 2.2 times greater than the value of the tax credit while higher-end estimates indicated that 
return on investment to taxpayers was 14.8 times greater than the value of the credit. In addition to the 
positive fiscal effects of the credit, the study showed that the economic impact of businesses financed 
through the NMTC program creates hundreds of thousands of jobs, directly and indirectly, in targeted 
communities throughout the country.  

 
Conclusion 

We strongly urge Congress to make the NMTC permanent and enact improvements as provided for in 
S. 750.  Addressing improvements is the central purpose of the NMTC Working Group and its members 
are dedicated to that goal.  Since 2006, the NMTC Working Group has responded to requests from 
Congress, Treasury, the IRS, and the CDFI Fund with recommendations to enhance the NMTC Program’s 
ability to deliver significant community impact to this nation’s low-income communities.  These comment 
letters reflect the work of more than 60 member organizations participating on numerous conference calls 
and countless drafting sessions over several years.  All of the NMTC Working Group’s comments regarding 
these issues, as well as many others, can be found on our website at www.nmtcworkinggroup.com.  We 
would be happy to meet with you to discuss any of our comments in further detail.   
 
Please do not hesitate to contact us if you have any questions regarding our comments or if we can be of 
further assistance. 
 
 Yours very truly, 
 
 Novogradac and Company LLP   
 

 

 by        

  Brad Elphick 

                                                            
17 Partnership for Job Creation, 2012 https://www.akingump.com/images/content/2/0/v4/20213/Fiscal-and-
Economic-Impacts-of-the-New-Markets-Tax-Credit-103839.pdf 


