
 

 
 
 
 

 
 
 
March 1, 2021 
 
Mr. Christopher Allison  
NMTC Program Manager 
Community Development Financial Institutions Fund 
U.S. Department of the Treasury  
1500 Pennsylvania Avenue, NW  
Washington, DC 20220 
 
Re: Comments on the CY 2021 NMTC Allocation  
 
Dear Mr. Allison: 
 
On behalf of the members of the New Markets Tax Credit (“NMTC”) Working Group, we submit the 
following comments, considerations, and recommendations in response to the CDFI Fund request for 
public comments on the NMTC Program Allocation Application (the “Application”) published in the 
Federal Register on December 29, 2020, which we believe will increase the effectiveness and efficiency 
in which applicants can apply for NMTC allocation. 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 around the country. Our group includes over 60 
organizations that are allocatees, nonprofit and for-profit community development entities (“CDEs”), 
consultants, investors, accountants and lawyers. 
 
We appreciate the opportunity to comment on ways to further enhance the good being done by the NMTC 
Program, and we also appreciate the level of commitment, dedication and outreach that has been shown 
and continues to be shown by the CDFI Fund in implementing and managing the NMTC Program. The 
CDFI Fund has proven to be a capable manager of the NMTC Program. This is evidenced by the 
tremendous success the NMTC Program has enjoyed since its inception in 2000. Low-income 
communities across the country have benefitted from targeted investments of more than $58 billion. We 
applaud the various offices within Treasury that have worked with all of those involved in these 
transactions to ensure that those dollars are invested in highly distressed communities as efficiently as 
possible. 
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We also believe that the highly competitive nature of the application and evaluation process favors 
experienced CDEs at the detriment of new and emerging CDEs, and particularly those led by people of 
color. CDEs embedded in the low-income communities they serve, and with representative leadership 
from those communities, are best positioned to understand the needs and priorities on the ground. They 
understand where and why resource gaps exist and how best to close those gaps, by aligning investment 
decisions to meet those needs. This should include both demographic and geographic representation. In 
addition to the considerations presented here, we encourage the CDFI Fund to evaluate the 
administration of the NMTC Program to address structural inequities and barriers to entry. 
 
For your convenience, we have summarized our comments in order of the questions posed in the 
Application.  
 
APPLICANT INSTRUCTIONS 
 
The first bullet instructs Applicants to consult the Notice of Allocation Availability (NOAA) and the NMTC 
Allocation Application Frequently Asked Questions (FAQ).  
 
We recommend that the CDFI Fund make the NOAA available within the electronic Application and 
incorporate guidance from the FAQ into the applicable NOTE section of the Application. This 
enhancement would reduce the burden of the collection and review of information for accuracy for 
applicants, and particularly for new Applicants. 
 
The second bullet instructs applicants to consult the Glossary of Terms for the definition of certain terms 
and phrases used throughout the application.  
 
We recommend that the CDFI Fund develop and release a technology enhancement so that the definition 
of a term is displayed when the applicant hovers over the term within the electronic Application instead 
of appending a separate Glossary of Terms. This enhancement would reduce the burden of the collection 
and review of information for accuracy for applicants, and particularly for new applicants. 
 
The new instructions for CDE certification states that “The CDFI Fund will only consider as an Allocation 
Application for an NMTC Allocation eligible if the Applicant is certified as a CDE by the time the NOAA 
for this Allocation Round is published in the Federal Register.” Previously, an Applicant had a brief period 
of time after the round opened to submit an application for certification on or before the CDE 
Certification deadline specified in the NOAA. 
 
We recommend the CDFI Fund revert back to the previous practice of allowing CDEs the ability to apply 
for certification on or before the CDE certification deadline specified in the NOAA. If the CDFI Fund 
intends to make the change included in the Application template for public comment, we recommend 
providing a clearer timeline/deadline for when a CDE must apply for certification to ensure it is able to 
properly plan for the timely submission of a CDE certification application. Otherwise, without a known 
NOAA issuance date, organizations interested in applying may be left out because they weren’t certified 
before an unknown issuance date. 
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QUESTION 3 
 
We request clarity around if the parent company is considered a Controlling Entity under the new 
definition, is the CDE required to select "Yes" even if the track record of the Controlling Entity will not be 
used for track record purposes? 
 
QUESTION 17(c) 
 
The 2nd bullet to the question asks an Applicant to “Describe the factors that inform the Applicant’s 
investment strategy, including borrower/investee selection criteria, the capital needs of its 
borrowers/investees, minimum and maximum dollar amounts of proposed NMTC 
investments, etc.” 
 
We recommend the phrase “minimum and maximum dollar amounts of proposed NMTC 
investments” be removed from the question. It is very challenging for an Applicant to be specific about 
the size of allocation deployment when the amount requested in Question 1 is probably double what it is 
likely to be awarded. Consequently, a CDE may still invest in as many pipeline projects as possible but 
with a lower amount of allocation or may need to put more allocation into a transaction to make it work 
because other CDEs who had been interested in co-investing don’t get an allocation.  
 
Alternatively, we request that the CDFI Fund: 

• Clarify the proposed added wording around “minimum and maximum dollar amounts of 
proposed NMTC investments” in the draft question. We are unsure of the intent or how CDEs 
should respond;  
 

• Add it to part (d) of Question 17; or  
 

• Create a new question that asks Applicants to discuss their investment strategy in terms of the 
number of projects to invest in, average allocation per project, if they target an average total 
project size, decision to invest with other CDEs, etc. 

 
QUESTION 17(d) 
 
We recommend the bullet of “The Applicant’s strategy for identifying potential borrowers, investees, or 
other customers in Low-Income Communities” not be eliminated and would propose that it remain as a 
standalone bullet for the following reasons: 
 

• This portion of the question is fundamental to understanding the CDE’s business strategy of 
where and how they identify projects in which to invest. A CDE whose borrower prospects come 
through direct/deep engagement with community partners will likely help ensure that the NMTC 
program is available to a greater range of borrowers and used to fund projects that are more 
integral to broader community development efforts. We would argue that this aspect of Question 
17 is critical.  
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• Having CDEs specifically discuss how they source and identify projects encourages deeper 
engagement and relationship building by CDEs in low-income communities. By eliminating the 
bullet point, the NMTC program is at risk of increased homogeneity in how projects are sourced. 
 

• Responding to this bullet does not create extra burden or cost for applicants and has practical 
uses for the CDFI Fund to understand the relationships and networks of different CDEs within 
the NMTC program.  

On a separate but related topic, we disagree with the proposed Question 17(d). This added question 
implies a bias towards CDEs being the sole funder of their transactions unless somehow the multi-CDE 
structure is clearly superior for the borrower. The market reality is that CDEs typically limit the amount 
of allocation per project in order to spread their allocation across their geographic, asset class, and/or 
impact priority areas. If a QALICB could choose between obtaining $20 million of allocation from two 
CDEs versus one CDE, the latter is almost always more efficient. However, it is rare that a single CDE 
would make the decision to provide this much allocation to a single QALICB due to the constraints cited 
above. Furthermore, many CDEs need to pull in another CDE because pricing has dropped AND projects 
face bigger gaps in other sources and/or expect less revenue when operational because of COVID. The 
addition of this question could have various unintended side effects such as projects that are too large for 
a single CDE to fund being unable to succeed in securing multi-CDE financing due to perceived 
disincentives for CDEs to participate in multi-CDE transactions. 
 
QUESTION 18 
 
We believe this newly proposed question would create unnecessary and counterproductive burdens on 
CDEs as well as on community-based projects that are included in their pipelines described in the 
Application as delineated below: 
 

• The question asks an Applicant to “describe the due diligence that the Applicant will conduct to 
determine, prior to making a QLICI, a QALICB’s ability to remain financially viable and 
operational during and after the NMTC compliance period.” We acknowledge a better 
understanding of the due diligence the Applicant will conduct on a QALICB’s ability to remain 
financially viable and operational during the NMTC compliance period is an appropriate and 
relevant request. However, requiring an explanation of the due diligence to examine the QALICB’s 
ability to remain financially and operationally viable after the 7-year compliance period is neither 
appropriate from a business perspective nor relevant to the NMTC risk. It is difficult, if not 
impossible, to predict with any amount of underwriting and organizational evaluation the status 
of an organization 7 years in the future.  

 
We recommend that the phrase “and after” be removed from the question. 

 
• The first bullet point asks about the Applicant’s processes of conducting financial/operational due 

diligence. This is similar to the newly added Question 29(c), which is backward-looking. We 
believe the process of conducting due diligence is far more relevant to procedures and staff 
capacity than it is to the Applicant’s business strategy.  
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We recommend modifying Question 29(c) to be both forward and backward looking and 
eliminating this concept from Question 18.  

 
• The second bullet point asks for specific examples of due diligence the Applicant has conducted 

on a projected NMTC investment identified in Table A5. This question is an awkward fit with the 
reality that the pipeline projects included in NMTC applications are typically in their preliminary 
stages and are normally 12 to 18 months away from being ready to close on financing. The 
inefficiencies associated with CDEs prematurely conducting QALICB due diligence cannot be 
overstated. For example, the proposed new question would create competitive pressure on 
Applicants to ask for substantially more due diligence information earlier in the life cycle of these 
pipeline projects than would be typical or appropriate. For example, construction cost estimates 
are often preliminary and not based on detailed contractor estimates at these early stages. 
Environmental investigations may not be fully complete and/or the project sponsor may still be 
in the process of obtaining site control. Market studies and/or tenant letters of intent may not be 
sufficiently available for Applicants to perform rigorous cashflow underwriting. Including this 
premature question regarding due diligence would create unnecessary burden on the Applicants 
and have a “make-work” effect on the sponsors of projects seeking NMTC funding, who would be 
forced to prematurely generate underwriting information for CDEs who do not yet have certainty 
that they will possess NMTC allocation that could fund the project.  

 
We recommend the question (as part of Q29(c)) be revised as follows to inquire as to what due 
diligence the Applicant will conduct on the projects identified in Table A5 or other projects it funds 
if it receives a 2021 allocation award: 

 
“Please provide an example of the types of due diligence that will be conducted by the 
Applicant on a projected NMTC investment identified in Table A5 or any alternative 
investment that is similar to the types of investments shown on Table A5 if it were to 
receive a 2021 allocation award.” 

 
QUESTION 19 
 
The question asks if the Applicant proposes to pursue any one or more innovative investments from a list 
of seven with a maximum response length of 5,000 characters. If an Applicant is only describing one 
innovative investment, we believe the current character limit is reasonable. However, if an Applicant is 
describing multiple innovative investments, the character count limits their ability to fully describe their 
strategy and experience. 
 
We request the CDFI Fund allow at least 2,000 characters per additional innovative use(s) described. 
 
QUESTION 20(b) 
 
The question asks the Applicant to “indicate which activities were undertaken by the Applicant, as 
opposed to its Controlling Entity” and “to provide the dollar amounts in Exhibit B that refer to the 
Applicant’s versus the Controlling Entity’s (including its Subsidiaries) direct financing (i.e., its own 
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capital at risk)” if an Applicant submits its Controlling Entity’s track record for Exhibit B. 
 
In circumstances where the Applicant’s financing activity is controlled by and coordinated within a 
discrete division of the Controlling Entity, we request that Applicants be allowed to focus only on that 
division or only on the track record of the Controlling Entity that is related to NMTC activity for the 
purposes of responding to Question 20 and populating Table B1 rather than having to include ALL of the 
Controlling Entity activity. 
 
For Applicants with large Controlling Entities with many divisions, subsidiaries, and product lines, the 
process of populating Table B1 is quite burdensome and can include substantial activity that is not 
particularly relevant to the Applicant’s QLICI financing activities. This issue would be exacerbated if 
Applicants are required to go into greater detail about the Controlling Entity’s three largest 
lending/investment programs, even if those programs are not particularly germane to NMTC lending.  
 
Example: Applicant ABC’s Controlling Entity has a large amount of “QLICI-like” activity (e.g., traditional 
loans to businesses or real estate projects) that are not particularly relevant to NMTC activity. However, 
a meaningful subset of Applicant ABC’s Controlling Entity’s activity is community development 
loans/investments that are highly relevant to Applicant ABC’s NMTC strategy. Additionally, these 
community development activities are concentrated within a division of the Controlling Entity that also 
is responsible for staffing and operating Applicant ABC.  In this hypothetical situation, Applicant ABC 
would be required to include a significant amount of non-relevant activity in Table B1 because Applicants 
are required to report all eligible activity of their Controlling Entities. Applicant ABC would also need to 
devote substantial space in Q20 to describing the Controlling Entity’s less relevant activities if they are 
technically QLICI-eligible and represent the largest overall volumes of activity.  
 
We believe our proposed change would make the process of documenting the Controlling Entity track 
record in Question 20 and Table B1 substantially less burdensome and more relevant to the question at 
hand: whether an Applicant and/or its Controlling Entity has a substantial track record of 
lending/investing that is relevant to the proposed QLICI activities. It would also assist newer Applicants 
who may not have a long history of NMTC lending have a greater opportunity to present their relevant 
analogous track records, lowering the significant barriers to entry for new industry participants.  
 
On a separate but related topic, we are unclear on the meaning/intent of the proposed new component 
of Question 20(b): “If Table B1 includes non-NMTC direct loans/investments deployed by the Applicant 
or Controlling Entity, describe the three largest sources of capital used for such loans/investments and 
the types of businesses financed.” The focus on sources of capital seems to overlap with the Capital 
Raising section of the Application in Section 4. If the intent of the proposed new language is simply to 
require Applicants to discuss in greater detail the three most prevalent types of loans/investments that 
are included in their non-QLICI activity, we request that the question ask this more directly. For example, 
is the CDFI Fund asking for the three largest sources of capital on the Controlling Entity’s balance sheet 
if that is the entity responsible for deployment of non-NMTC direct loans/investments or would the 
Controlling Entity only be considered one of the three largest sources of capital? 
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QUESTION 20(c) 
 
The question asks the Applicant to “Provide the number of years that the Applicant or its Controlling 
Entity has served Disadvantaged Businesses or Disadvantaged Communities.” 
 
We request clarity around whether the question is looking simply for the years in which the financing was 
made, or the cumulative years the financing has been provided. For example, if financing that was 
outstanding in 2020 was provided in 2016, 2017 and 2018, is the answer 3 years or 5 years? We 
recommend that the CDFI Fund consider the number of years that the investments in Disadvantage 
Businesses or Disadvantaged Communities remain invested.  In the example above, we would 
recommend the Applicant be able to respond with 5 years since the investments remain invested. 
 
Furthermore, we also request that the CDFI Fund clarify the minimum threshold that defines “has 
served.” As currently drafted, an Applicant that makes one small loan to a Disadvantaged Business might 
be able to count 1 or more years of service to Disadvantaged Businesses or Disadvantaged Communities. 
 
QUESTION 21 
 
With the current guidance, this question does not allow Applicants to discuss the experience of 
individuals in successfully providing loans, Equity Investments, and/or financial counseling in order to 
establish a successful track record of providing products and services that are relevant to the proposed 
NMTC activities; rather, Applicants are advised to discuss individual qualifications in the Management 
Capacity section of the Application which is not scored.  
 
We recommend that the CDFI Fund remove this restriction so that new Applicants can highlight the 
relevant deployment experience of staff, principals, board members and other management individuals. 
This change would support new Applicants that do not have a record of prior NMTC loans or investments 
or non-NMTC loans or investments relevant to the proposed NMTC activities, but that have 
demonstrated a strong, successful track record beyond that of the Applicant or Controlling Entity. 
 
QUESTION 21(c) 
 
The question asks the Applicant to “Provide the number of years that the Applicant’s or its Controlling 
Entity has served Disadvantaged Businesses or Disadvantaged Communities.” 
 
We request clarity around whether the question is looking simply for the years in which the financing was 
made, or the cumulative years the financing has been provided. For example, if financing that was 
outstanding in 2020 was provided in 2016, 2017 and 2018, is the answer 3 years or 5 years? We 
recommend that the CDFI Fund consider the number of years that the investments in Disadvantage 
Businesses or Disadvantaged Communities remain invested.  In the example above, we would 
recommend the Applicant be able to respond with 5 years since the investments remain invested. 
 
Furthermore, we also request that the CDFI Fund clarify the minimum threshold that defines “has 
served.” As currently drafted, an Applicant that makes one small loan to a Disadvantaged Business might 
be able to count 1 or more years of service to Disadvantaged Businesses or Disadvantaged Communities. 
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QUESTION 22(b) 
 
The question asks the Applicant to “provide the number of years (ranging from 0-6) that the Applicant’s 
or its Controlling Entity has provided direct financing/investment dollars to Non-Metropolitan Counties, 
as shown in Exhibit B.” 
 
We request clarity around whether the question is looking simply for the years in which the financing was 
made, or the cumulative years the financing has been provided. For example, if non-metro financing was 
provided in 2016, 2017 and 2018 but not in 2019 and 2020, is the answer 3 or 5? 
 
QUESTION 25(a) 
 
The question raises the threshold percentage from 75% to 85% that an Applicant will commit to QLICIs 
in areas of severe distress in order to score more favorably. We believe changing the percentage from 75% 
to 85% sends a message to CDEs and to the industry in general that this is a critical goal of the CDFI Fund 
and is more important than other requirements/goals. In the industry, this usually leads to CDEs and 
investors “running to the other side of the boat” and deciding that to stand out, they must ensure that 
100% of the projects they fund meet this criterion. An example of this effect is what happened when the 
CDFI Fund added funding operating businesses as an innovative investment – CDEs and investors for 
several years decided that meant that they had to find ways for a majority of their projects to be loans to 
operating businesses, rather than real estate transactions. It made it more difficult for QALICBs doing 
extremely impactful real estate projects to obtain allocation. 
 
In addition, providing less leeway for CDEs to finance projects in qualified census tracts, but not severe 
distress census tracts, will result in less projects with extensive and meaningful community outcomes 
that would be truly transformative for communities needing those outcomes from obtaining critical 
NMTC financing. QALICBs, especially nonprofits that are embedded in their communities and 
understand the needs of those communities, know when a project is important and will deliver the exact 
kind of outcomes and transformations that the NMTC program was created to achieve. Some of these 
projects may very well border a severe distress census tract, but not be located in that census tract. That 
project should receive the same consideration as a project located in a severe distress census tract that 
will not have such significant and transformative outcomes. Increasing the percentage to 85% makes that 
result less likely. 
 
We recommend that the severe distress percentage remain at 75%. 
 
QUESTION 26 
 
An overall comment is focusing quantification of both projected and track record of community outcomes 
on total dollar amount of QEIs used rather than total dollar amount of QLICIs an Applicant will use for 
projected QALICBs. This approach will save characters AND be more consistent across applications with 
the CDFI Fund not relying on an Applicant’s estimates based on different assumptions of fee structures 
for other CDEs. 
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We request that with respect to Question 26(a)(2) - Quality Jobs, the CDFI Fund clarify whether an 
Applicant should use the Quality Jobs definition provided in Question 26(a)(2) or its own definition, if 
different from the CDFI Fund's definition. Please note Frequently Asked Questions (FAQ) 81 in the 2020 
NMTC Program Allocation Application FAQs states the Applicant should clearly discuss how it defines a 
“Quality Job”.  
 
On a separate but related topic, we request that Applicants not be required to discuss Quality Jobs for 
both permanent and temporary jobs (aka construction). We believe adding temporary jobs indirectly 
penalizes Applicants who target Operating Businesses. Temporary job wage data seems most applicable 
to large scale construction projects, such as those that include a general contractor, not smaller scale 
improvements / equipment installation which are frequently the construction jobs created by Operating 
Businesses QALICBs. 
 
We request that with respect to Question 26(a)(3) - Accessible Jobs, the CDFI Fund change the "limited 
language proficiency" reference to "limited English language proficiency" (if that is in fact the intended 
meaning). 
 
We request that Applicants not be required to provide third-party metrics for Question 26(a)(5) - 
Community Goods and Services, as it is often extremely difficult to identify appropriate metrics that 
reflect the unique services and space uses of different projects. For example, some job training centers 
have multi-purpose rooms for resume and interview preparation, while others have specialized 
equipment to prepare residents for manufacturing jobs. Some youth centers focus on the arts, while 
others focus on STEM, while others do most of their programming outside. Because of these unique 
variances that affect almost all community services projects, the projected impact numbers provided by 
project sponsors (which are typically guided by their first-hand experience working in their existing 
space) are usually more relevant and reliable than “standard” metrics. However, Applicants often must 
adjust these sponsor-projected numbers to align with a metric that isn’t totally relevant to how the space 
is actually used. If metrics remain required, we recommend that Applicants that have Multi-Service 
Community Organization (MSCO) projects in their pipeline not be required to provide third-party 
metrics. Many Applicants are no longer including MSCO projects in their pipelines because each project 
is so unique that it is virtually impossible to validate them with one single metric. The end result is great 
projects are unable to obtain NMTC financing because of the design of the Application. 
 
We recommend against the elimination of Healthy Foods Financing (Question 25(a)(5) and Question 
25(c) in the previous application). We propose, at a minimum, Healthy Foods Financing remain in 
Question 26(a) for the following reasons: 
 

• By eliminating healthy foods as a community outcome category in Question 26(a) and including 
healthy foods concepts in the already-crowded Commercial Goods or Services and Community 
Goods or Services community outcomes, the Application would reduce the quality, utility, and 
clarity of the information being collected related to healthy foods.  
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• Applicants who have a holistic healthy foods-focused strategy that includes both retail access and 
nonprofit-based food distribution would be forced to either 1) split up their impact discussions 
into Commercial Goods or Services and Community Goods or Services components even if they 
don’t have an adequately concentrated track record in either community outcome, thus suffering 
a competitive disadvantage; or 2) forego their healthy foods-focused activities to avoid taking a 
competitive risk in the Application process.  
 

• With so many Americans facing food insecurity (estimated 50 million per Feeding America), 
NMTC is an important financing tool to not only support traditional grocery/retail projects, but 
also food banks, food pantries, and other providers of no cost/low-cost food to low-income 
persons and residents of low-income communities. Access to healthy foods is foundational for 
community development, and the elimination of Healthy Foods Financing would disincentivize 
CDEs from funding very important healthy foods projects.  

 
We recommend against the elimination of Flexible Lease Rates (Question 25(a)(8) in the previous 
application) for the following reasons: 
 

• Providing flexible lease rates and terms are important benefits for small, Minority Business 
Enterprise (MBE), Women Business Enterprise (WBE) local businesses as well as smaller 
nonprofit organizations in mixed-use real estate projects.  
 

• Flexible Lease Rates is also where the benefits to small business incubators, food incubators, 
or micro-entrepreneurs can be properly discussed including a broader discussion on supporting 
small businesses through the provision of space and supportive services. 
 

• Reducing operating costs in the form of lower rents, or higher than market tenant improvement 
allowances, or providing shared commercial kitchen space, etc. allows these businesses and 
organizations to provide more impactful outcomes, such as job creation or direct services.  

 
• It is hard for a QALICB to know who the exact tenants will be in a real estate project when it is 

providing information to an Applicant for purposes of its NMTC application. It is especially 
unusual to have detailed information about smaller tenants far in advance of project completion.    

We also request the CDFI Fund consider adding “higher-than-market tenant improvement allowances 
and shared commercial equipment” as examples of efforts that reduce start-up costs for small businesses 
and nonprofit tenant-businesses. Our rationale is that reducing operating and/or startup costs in the 
form of lower rents, or higher than market tenant improvement allowances, or providing commercial 
equipment allows these small businesses and organizations to provide more impactful outcomes, such as 
job creation or direct services. For example, providing commercial kitchen equipment for a food 
incubation space provides food entrepreneurs with reduced start-up costs.  
 
We recommend expanding the Financing Minority Businesses community outcome (Question 
26(a)(6) to include “tenants that are minority-owned or controlled.” to encourage CDEs to focus on 
projects that support not only minority developers and contractors, but also minority tenants who will 
create jobs and build wealth in NMTC financed projects. 
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We suggest that the wording “percent of affordable units” pertaining to the Housing Units community 
outcome (Question 26(a)(8) be broadened to make it clearer that housing units that are specifically 
affordable at 80% of AMI or less are not the sole type of housing impact relevant for this community 
outcome. This would help clarify that CDEs can support a more diverse array of housing investments that 
contribute to holistic community development, including workforce housing, “naturally occurring 
affordable housing” at 80%-100% of AMI, etc. We believe that these types of housing units, while they 
may not meet the strict definition of “affordable” in the context of the NMTC Application, are still highly 
relevant due to their importance to community development strategies to create stable, healthy, mixed-
income neighborhoods. These types of projects also directly serve LIC residents by definition, since every 
occupant is an LIC resident.  
 
We recommend against the elimination of Environmentally Sustainable Outcomes in Q26(a). We 
advise keeping this community outcome for the following reasons: 

 
• Low-income communities are disproportionately impacted by pollution, climate change, and 

other environmental hazards, and in the future, these same Low-Income Communities will face 
the gravest impacts from climate change. The CDFI Fund and NMTC Program should be 
encouraging CDEs to address these injustices through their investments. 
 

• Given recent wildfires and extreme weather events, which disproportionally affect Low-Income 
Communities and Low-Income Persons, investing in projects that improve forest and ecosystem 
health, expand flood protection, diversify energy sources and household and community energy 
production, and other environmental strategies to promote resilience to climate change are vital 
and should be fully supported.   

 
• Without a separate Environmentally Sustainable Outcomes category, CDEs will be less 

incentivized to focus on supporting and prioritizing “green” projects that help to overcome these 
environmental injustices. 

 
• There is no other applicable question in the Application or in other reporting to the CDFI Fund to 

discuss environmental sustainability, so the CDFI Fund would not have the ability to compile and 
track this information. 

Furthermore, we propose modifying the following components of the question: 
 

• Eliminate “Quantify (e.g., amount of reduced energy or water use by QALICB, amount of reduced 
energy costs by end users, etc.)” because it is too burdensome for CDEs and borrowers to collect. 
 

• Consider simplifying the question overall to be focused more explicitly on environmental benefits 
for low-income persons and communities. The question could read: “Quantify and describe the 
extent to which Applicant’s planned QLICIs will result in environmental benefits (e.g. 
environmental remediation, improved stormwater management, energy and water saving design 
features, renewable energy or renewable fuels use or production, reduced greenhouse gas 
emissions, reduced air pollution, reduced water pollution, increased waste diversion and 
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recycling, etc.) and how they will benefit residents of Low-Income Communities or Low-Income 
Persons.” 

 
• Alternatively, the question could follow the same format as the Commercial Goods or Services 

outcome: 

ENVIRONMENTALLY SUSTAINABLE OUTCOMES.  “Quantify (e.g., number of 
residents of Low-Income Communities or Low-Income Persons expected to be served, etc.) 
and describe the extent to which Applicant’s planned QLICIs will increase environmental 
benefits for residents of Low-Income Communities or Low-Income Persons (e.g., produce 
renewable energy or renewable fuel resulting in cheaper, cleaner energy for LIC residents 
or LIP; repurpose Brownfield sites to remove environmental hazards and pollution from 
LICs; reduce air or water pollution in a LIC due to environmentally sustainable 
manufacturing practices.” 

 
• Furthermore, consider adding Community Solar, Solar Storage and Microgrid Initiatives, Biogas 

and other clean energy and climate resilience projects to the extent they can demonstrate positive 
environmental impacts in low-income communities. 
 

• Consider including as a type of impact, expanded access for Low-Income Communities or Low-
Income persons to open space and natural areas for (a) recreation, an important component of 
physical and mental health for rural and urban communities and (b) harvesting food and timber, 
and hunting, as these are important resources and components of food security for rural and tribal 
communities.  
 

We recommend adding “Small Business and Nonprofit Support” as a new community outcome in 
Question 26(a) but limit it to truly small borrowers that have fewer than 20 employees, including all 
affiliated entities. Having this category will allow CDEs to focus on borrowers who lack access to capital, 
in addition to projects that have a capital gap. Focusing on such borrowers has been a historical priority 
for the NMTC program, but it is increasingly difficult to finance such borrowers due to the 
structure/design of the Application. We recognize the CDFI Fund may opt for another benchmark (e.g. 
annual revenues, total asset size, etc.) in defining small businesses and nonprofits that would fall within 
this proposed category but fewer than 25 employees is easily referenced. 
 
An overall comment is regarding the impact on scoring of reducing the overall number of community 
outcome options for Applicants to describe how their business strategy translates into community 
outcomes. We are concerned this will exacerbate the trend over the last several years where there are 
more Applicants scoring in the top two tiers with fewer deviations in scores. 
 
QUESTION 27 
 
We support the elimination of the Additional Investment question but are concerned that the change 
would reduce important discussion about the context in which an Applicant’s NMTC investments occur. 
With too little context included in the Application, the NMTC program runs the risk of favoring NMTC 
investments that generate strong numeric impacts in isolation (e.g., large job counts) but are not 
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supportive of community/economic development strategies that will drive true holistic change in LICs as 
many NMTC real estate deals are the first movers into a neighborhood or community that has not seen 
economic activity for years or decades. These NMTC real estate projects catalyze additional investment 
by bringing in tenants that reactivate the surrounding community. To help mitigate this issue, we would 
suggest increasing the number of characters from 3,000 to 5,000 in Questions 27(c) and 27(d) for the 
following reasons:  
 

• These questions, focused on track record and future responsiveness to planning efforts, provide 
strong context for why projects are important to communities, cities, and/or regions. More 
characters will allow CDEs to provide thorough responses. 
 

• By providing more characters in these two questions, the CDFI Fund will encourage CDEs to 
devote more focus to understanding the context for their investments, better ensuring that 
projects align with these planning efforts. The CDFI Fund, in turn, will be able to better track this 
information.  
 

• Increased character limits will not increase the net burden for CDEs due to the elimination of the 
Additional Investment question. 

 
QUESTION 34(b) 
 
The question asks an Applicant to explain, for each financial product, how it determined that the fee 
structure and average fee percentage are appropriate for the investment strategy described in their 
Allocation Application. We suggest that: 
 

• The instructions clarify that Applicants should include any fees the Applicant or its affiliates 
charge that are contingent or conditional. For example, if Applicants impose penalties on 
QALICBs if the NMTC closing occurs after a specific date, these fees should be described and 
justified.  
 

• The guidance more clearly states that fees imposed after the NMTC compliance period are also 
included in the scope of the question. Transactions do not automatically unwind at Year 7, and it 
is possible for CDEs to impose fees or cause a portion of the subsidy to be repaid after Year 7. 
 

• In circumstances where the CDE retains all or a portion of the tax credit equity/“B Note” we 
suggest that the question more clearly ask Applicants to clarify how they plan to use such retained 
proceeds (e.g., distributions/profit/compensation, redeployment of the capital to additional 
QALICBs, etc.). This would have substantial bearing on how much of the tax credit equity is being 
recycled to benefit additional low-income communities versus creating other economic benefits 
for the CDE, its affiliates, or principals. 

 
• The guidance more clearly states what happens to any reserves that are held by the CDE and not 

used during the compliance period. Does this become income to the CDE, get returned to the 
QALICB, used towards paying off the loan, etc.? 
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QUESTION 37(c) 
 
If an Applicant responded “Yes” to Question 37(a) or Question 37(b), the question asks an Applicant to 
discuss the extent to which the Applicant may raise capital from equity and/or debt investors not listed 
in Table E2 or E3. Applicants that intend to raise QEIs using the leverage structure must also describe 
potential sources of leveraged debt related to their planned NMTC investments (described in Question 
17), including the percentage of leverage debt that is anticipated to be sourced from the QALICB or 
Affiliates of the QALICB.  
 
We request clarity around whether the percentage of leverage debt that is anticipated to be sourced from 
the Investment Fund means only the leverage loan or instead source debt for the leverage loan. 
 
QUESTION 44(a) 
 
If an Applicant answered “Yes” to Question 43, the 5th bullet point under this question asks the Applicant 
(for each project identified) to provide the source(s) and amount(s) of leveraged debt from all sources 
(including the percentage of leverage sources derived from the QALICB, Affiliates of the QALICB and/or 
Project Sponsor), if any. 
 
We request clarity around whether the 5th bullet point should include any QALICB consultant fees. 
 
TABLE A5 
 
Row j entitled “Total QLICIs from unaffiliated CDEs” is proposed to be added to Table A5. We would like 
to bring attention to the difficultly surrounding calculating unaffiliated CDE’s QLICIs when the Applicant 
doesn’t know the other CDE’s fee structure or QLICI amount so far ahead of a closing.  
 
We recommend the description of Row j be revised to reflect the degree of uncertainty as follows: 
“Estimated Total QEIs from unaffiliated CDEs” 
 
We request the CDFI Fund clarify if it wants Applicants to select an outcome in Table A5 even if an 
Applicant isn’t responding to that outcome in Question 26. For example, when an Applicant includes a 
healthcare project in Table A5 that has a small amount of square footage devoted to a pharmacy or cafe, 
but the Applicant doesn't otherwise have a significant track record or pipeline in Commercial Goods and 
Services, such that it wouldn't want to select Commercial Goods and Services as an outcome in Question 
26. The fourth Note above Question 26 states that if an Applicant selects a Community Outcome in Table 
A5, it must respond to that outcome in Question 26. 
 
TABLE D2 
 
There is a new option (c) in Instruction #2 (Select the ‘Source (Payer)’ to indicate the entity responsible 
for paying the fee) that states “QALICB or QALICB Affiliate interest – Compensation and profits charged 
to borrowers through interest.” We request clarification if an Applicant is expected to report QLICI loan 
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interest in Table D2 when it simply collects and distributes the same dollar amount of interest to the 
Investment Fund to pay the leverage loan interest (as explained in response to Question 34(c)) or that 
option (c) is only intended for those Applicants that increase the interest rate above what is needed for 
the leverage loan (to generate some revenue for the CDE that it retains). 
 
We would recommend the CDFI Fund expanding the number of characters in the “Description of the Fee” 
field to at least 100 characters to accommodate a full sentence. 
 
GLOSSARY OF TERMS 
 
We would recommend that the CDFI Fund revise the definition of “Controlling Entity” based upon 
the suggested edits below:  
 
A Controlling Entity is an Entity that Controls the CDE and has: 
 

a. For for-profit CDEs: ownership, control, or power to vote more than 50 percent of the 
outstanding shares of any class of voting securities of the CDE at the time of Application and 
throughout the term of the Allocation Agreement (if the CDE is selected to receive an 
Allocation); OR 
 

b. For not-for-profit CDEs: control in any manner over the election of a majority of the directors, 
trustees, or general partners (or individuals exercising similar functions) of the CDE at the 
time of Application and throughout the term of the Allocation Agreement (if the CDE is 
selected to receive an Allocation); AND 
 

c. Control in any manner over the election of a majority of the directors, trustees, or general 
partners (or individuals exercising similar functions) of the CDE, including Control over the 
appointment and removal of the CDE’s Executive management team (e.g. CEO, COO, CFO); 
and  
 

d. Approval authority over the management policies and investment decisions of the CDE. 
 

We believe these text edits are consistent with the CDFI Fund's implementation of the NMTC program 
that Controlling Entities are those that have governance control (c) and management and investment 
control (d) as it applies to either for-profit CDEs (a) or nonprofit CDEs (b). 
 
On a separate but related topic, we urge the CDFI Fund to “grandfather” the existing Controlling Entity 
definition for prior Allocatees considering many Controlling Entity and Allocatee relationships were 
established under the existing definition of “Controlling Entity” and changing the relationship would be 
impossible or impracticable. Also, Section 6.13 of the allocation agreement requires an Allocatee to 
maintain its relationship with its designated Controlling Entity. Consequently, a new definition could 
result in an Allocatee being out of compliance with its allocation agreement(s).  
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“Disadvantaged Business” According to the CDFI Fund’s Glossary of Terms, the definition of a 
Disadvantaged Business is a business that is (a) located in a Low-Income Community; or (b) is owned by 
a Low-Income Person.  
 
Limiting this definition to strictly being located in an LIC is problematic in three ways: 1) it makes 
Disadvantaged Businesses essentially synonymous with Disadvantaged Communities; 2) it doesn’t 
recognize intentional impact investing that may not be “place-based” and; 3) limiting Disadvantaged 
Businesses and Communities to LIC investments may provide an unintended advantage for prior NMTC 
winners given the scoring of the B tables. 
 
We recommend reverting to the original definition of “Disadvantaged Business” as: “A business that is 
(a) located in a Low-Income Community; or (b) owned by a Low-Income Person; or (c) a business that 
has inadequate access to investment capital.”  
 
Or as an alternative, we recommend a modified definition of “Disadvantaged Business” as: “A business 
that is (a) located in a Low-Income Community; or (b) owned by a Low-Income Person; or (c) impaired 
in its ability to compete in the economic mainstream by inadequate access to investment capital because 
of personal or business factors or historic barriers (e.g. businesses that are owned by minorities, veterans, 
women, or ex-convicts and rural businesses and communities) excluding them from capital as compared 
to others in the same or similar line of business which are not so disadvantaged.”1  
 
The rationale for the proposed modification is based on many CDFIs having as their primary financing 
activity the provision of flexible capital to small and micro businesses. While many of these businesses 
are located in Low-Income Communities or owned by Low-Income Persons, all of them lack access to 
flexible capital from traditional lenders. Many of these businesses are excluded from mainstream capital 
sources because of personal barriers (such as credit history, educational levels or employment 
experience) or business factors (such as track record, profitability, collateral, leverage, etc.). In addition, 
many of these businesses are owned by individuals who have been historically excluded from traditional 
lending because of prejudice, bias or discrimination stemming from race, ethnicity, gender identity, 
physical disadvantage, incarceration records, limited language proficiency, or other similar causes. Some 
businesses that have diminished opportunities due to these other factors may not be located in a Low-
Income Community or owned by a Low-Income Person, but still struggle to compete on a level playing 
field. The proposed change to the definition of “Disadvantaged Business” will eliminate these businesses 
who lack access to capital, but which need the intervention of CDFIs and so should be included. 
Furthermore, the CDFIs’ responses on Table B regarding their loan/equity investment volumes to 
Disadvantaged Businesses and Communities will drop significantly and may result in lower review scores 
per past debriefing letters.  
 
  

                                                        
1 This definition is based upon the Small Business Administration’s definition of “economically 
disadvantaged individuals” and “socially disadvantaged individuals” (13 CFR 124.103, 
124.104). 
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We request the CDFI Fund clarify whether the business needs to be in an LIC before or after the 
investment is made in order to count as investing in a Disadvantaged Business. 
 
Furthermore, we recommend (b) “owned by a Low-Income Person” includes a nonprofit organization 
that works to serve low-income communities and/or low-income persons with a board that is comprised 
of 51% or more of Low-Income Persons. 
 
“Enforcement Action” According to the CDFI Fund’s Glossary of Terms, the definition of an 
Enforcement Action is an action or administrative order, including but not limited to, consent order, 
cease and desist order, PCA directive, safety and soundness order, agreement, memorandum of 
understanding, commitment letter, taken by a federal regulator or agency (e.g., FDIC, OCC, NCUA, FRB, 
CFPB) when a regulated financial institution is found to be in an unsatisfactory condition (e.g. violations 
of laws, rules or regulations, final orders or conditions imposed in writing; unsafe or unsound practices; 
and for breach of fiduciary duty by institution-Affiliated parties). 
 
We recommend that this definition be amended “is a formal action or administrative order…” to increase 
transparency for new applicants that are federally regulated financial institutions by making clear the 
requirement is to disclose information on formal, publicly available enforcement orders, not informal 
agreements with federal regulators that have the potential to negatively affect an application score. 
 
“Minority-owned or Minority-Controlled” According to the CDFI Fund’s Glossary of Terms, the 
definition of a Minority-owned or Minority-controlled entity is a:  
 

Minority-owned for-profit entity: A for-profit entity that is not an MDI and that has at least 51 
percent of its equity ownership interest being owned by individuals who identify themselves as 
Black American, Asian American, or Hispanic American;  
 
Minority-controlled not-for-profit entity: A not-for-profit entity with at least 51 percent of its 
Board of Directors (i.e. Governing Board) comprised of individuals who identify themselves as 
Black American, Asian American, Hispanic American; or  
 
Minority Depository Institution (MDIs): An entity that is designated by the FDIC as a Minority 
Depository Institution.  

 
We believe the definition of “Minority-owned” should be more comprehensive than >51%. It is well 
understood that in a diverse ownership group, a person with less than 50% ownership may still control 
the board of that organization. And in fact, the way many businesses grow is by the founder taking on 
friends and family investments to the point where he or she might be diluted below 50%, yet still 
effectively control the company given the fragmentation of the remaining ownership.  
 
Furthermore, a for-profit entity may also have a corporate owner and not individuals. In this instance, it 
would be appropriate to have the same definition as the non-profit entity and look to the composition of 
the board of directors. 
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We recommend the definition of “Minority-owned” be broadened as follows: 
 

“A for-profit entity that is not a MDI and that, in the case of an entity owned by one or more 
individuals, (a) has at least 51 percent of its equity ownership interest being owned by individuals 
who identify themselves as Black American, Asian American, Hispanic American or Native 
American, or (b) has at least 30 percent of its equity ownership interest, if said ownership interest 
is the largest single shareholder or membership interest, being owned by an individual who 
identifies him or herself as Black American, Asian American, Hispanic American, or Native 
American, or, in the case of an entity owned by a corporation and governed by a Board of 
Directors, (c) has at least 51 percent of its Board of Directors (i.e. Governing Board) comprised of 
individuals who identify themselves as Black American, Asian American, Hispanic American or 
Native American. 

 
Furthermore, we believe the definition of “Minority-Controlled” is too narrow. Having a majority of 
board members who are minorities is certainly one way to evidence minority control but in most 
nonprofits the real impact of minority presence is in the Executive Director (ED), who sets the tone for 
the organization, makes hiring and firing decisions, and is the example in the community. Unfortunately, 
that minority ED can also bring out the biases in the financial community, thus making that organization 
important for impact investors.  
 
We propose the following changes to the definition of “Minority-Controlled”: 
 

“A not-for-profit entity with either (a) at least 51 percent of its Board of Directors comprised of 
individuals who identify themselves as Black American, Asian American, Hispanic American, or 
Native American, or (b) an Executive Director or President who identifies him or herself as Black 
American, Asian American, Hispanic American, or Native American.” 

 
On a separate but related topic, we recommend keeping Native American as part of the definition of 
Minority-owned or Minority-Controlled business. We applaud the motivations behind the CDFI Fund 
proposing to increase the level of emphasis on Native American Businesses and hope that the NMTC 
program can increase its impacts on this historically disadvantaged community. However, we are 
concerned that the specific proposed changes in definition, and their impacts to Q26, might have the 
opposite effect. 
 
Specifically, the removal of Native American ownership from the list of topics that can be covered in 
“Financing Minority Businesses” would likely cause CDEs who do not specialize in Native American-
owned businesses to be less incentivized to invest in businesses of this category. The CDFI Fund has 
formally and informally conveyed to Applicants that their score in the critically important Q26a narrative 
is not based on the sheer number or range of impacts that are described, but rather on the quality of each 
individual impact projection and track record. When CDEs do not have a strong emphasis or historical 
track record of providing NMTC financing to projects in a certain impact category, they are discouraged 
from including that category in their Application. CDEs necessarily provide allocation only to those 
projects which fall into their targeted impact categories so that they can craft competitive Applications. 
Take, for example, a CDE that strongly emphasizes investment in a variety of minority-owned/controlled 
businesses spanning multiple races, ethnicities and origins, but does not specialize in Native American-
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owned businesses. Under the current Application structure, this CDE would give strong consideration to 
a Native American-owned QALICB because it is consistent with the CDE’s overall minority-focused 
investment mission and track record. However, if the rules change as proposed, that same CDE would 
still respond to the “Financing Minority Businesses” question in the NMTC Application, but would not 
respond to “Financing Native American Businesses” because the CDE lacks a strong enough focus and 
track record in that narrower category. As a result, this CDE would then find it more difficult to invest in 
a Native American-owned QALICB because it would not be relevant to the CDE’s impact track record and 
stated investment strategy in the NMTC Application.  
 
REPORTING REQUIREMENTS 
 
We request that the CDFI Fund 1) consider announcing the QEI/QLICI deployment deadlines associated 
with the 2021 round at the same time as the 2020 awards are announced, rather than waiting for the 
2021 NOAA to provide that information; and 2) making the QLICI deadline 6 months later than the CDFI 
Fund would do normally due to the ongoing ripple effects from COVID-19. When CDEs receive a new 
award, they immediately start making deployment decisions and during the window between award date 
and NOAA they are doing so in a vacuum based on speculation. CDEs need as much predictability and 
leeway as possible to plan their deployment and adjust to the shifting needs of projects as the COVID 
crisis’ impacts play out. Also, the construction markets are being significantly disrupted, so there will 
likely be delays in future projects getting construction-ready as a result of that disruption.  This will 
inevitably affect CDEs’ timing in deploying 2020 allocation. 
 
SCORING PROCESS 
 
We request the CDFI Fund provide more information related to the scoring process and its preferences 
in the Application or NOAA. We believe that this quantitative information would allow applicants to 
better understand the CDFI Fund’s allocation priorities and respond appropriately. Although the CDFI 
Fund has provided TIPs/NOTEs in the Application they do not adequately explain the CDFI Fund’s 
priorities. However, many applicants have tried to infer what the CDFI Fund's priorities are based upon 
the questions they ask or add in subsequent application rounds. 
 
We also recommend a debriefing letter that includes the score received for each section and overall 
rankings be sent to each applicant rather than only being sent to applicants that don’t receive an 
allocation. We believe that by revealing more details regarding the scoring process to applicants the 
administration of the review process will remain manageable for the CDFI Fund while also providing 
more detailed information to the applicants that will allow them to focus their overall business strategy 
and application content on the priorities of the CDFI Fund. 
 
FREQUENTLY ASKED QUESTIONS (FAQs) 
 
It would be helpful to have some information from the FAQ document included in the application since 
there has been significant changes to the FAQs over time. This would include any FAQ information that 
impacts scoring. 
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Conclusion 
 
We are excited about the positive impact that the New Markets Tax Credit Program is having on the 
nation’s low-income communities and low-income persons. We appreciate the opportunity to submit our 
comments on the CY 2021 NMTC Allocation Application. Thank you in advance for your time and 
consideration. 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 & Company LLP 

 
 
 
 by 

Brad Elphick 
 
 
 
 
 
cc: Marcia Sigal, Deputy Director for Policy and Programs, CDFI Fund 


