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Dear Mr. Commissioner: 
 
This letter responds to your request for comment on Guidance New Markets Tax Credits (NMTC) 
recently issued by the Internal Revenue Service (IRS). 
 
As a senior Member of the House Financial Services Committee and the Ranking Democrat on the 
Subcommittee on Capital Markets, Insurance, and Government Sponsored Enterprises, I have a 
strong commitment to helping the underserved areas of our Nation obtain the private capital that is 
so vital to their economic development. In 1999 and 2000, I also traveled extensively with the 
President on his New Markets Initiative tours to the many places in the United States that have 
been left behind by the prosperity much of our country has enjoyed over the past eight years. 
During these visits, I saw firsthand that the lack of resources in too many communities has drained 
the hope out of too many citizens. We designed the NMTC to restore their hope and opportunity, 
and I worked to craft important elements of the bipartisan initiative and helped to shepherd it 
through the Congress. All of these experiences inform the strong views I hold concerning the 
issues you have raised in your notice in the Federal Register on May 1, 2001. 
 
In your notice, you inquire about how the IRS should define the term "substantially all." You will 
undoubtedly receive many comments supporting the idea that the "substantially all" test should be 
met if at least 85 percent of the Qualified Equity Investment cash is used for investments in 
communities targeted by the NMTC Program. I would, however, urge you to provide some 
flexibility in the stipulated percentage for smaller entities that desire to participate in the NMTC 
Program. These smaller community development entities may have higher costs for operations, 
reserves, administration, and issuance. Thus, they may need some help in complying with the 
"substantially all" test. 
 
The purpose of the NMTC Program was to provide a tax incentive for investing in places that are 
not on the beaten path as well as those that need and have an established community 
development infrastructure. Smaller community development entities may well have an important 
role to play bringing economic development opportunities to underserved communities, and we 
should support that role. I therefore encourage the IRS to provide appropriate flexibility in its 
"substantially all" test for smaller institutions. 
 
In closing, I recognize that these are difficult challenges to address and I applaud you for soliciting 
guidance on how to proceed in implementing the NMTC Program. I also look forward to working 
with you in the future to ensure that this innovative economic development initiative achieves its 
full potential. 
 
Sincerely 
 



Paul E. Kanjorski 
Member of Congress  

 


