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What is the New Markets Tax Credit Program? 
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Section 45D 

“New Markets Tax Credit” 

Investor(s) 

Low-Income Community 

Tax Liability 

Thriving Community 



Allocation 
Agreement 39% 

NMTCs 
“Qualified Equity Investments” 

“Qualified Low-Income Community Investments” 

Low-Income Communities 

Investor(s) 

CDE 

CDFI 
Fund 

CDE 
Application 

NMTC 
Allocation 
Application 

$10 M 

Investment 
Authority 

“Qualified Active Low-Income 
Community Businesses” 

Tax Liability 

QLICIs 
NMTCs 

“Community Development Entity” 

QEIs 

$3.9 Mil 

$1.365 Bil    

Year 1 
Year 2 
Year 3 

$500k 
$500k 
$500k 

Year 4 
Year 5 
Year 6 
Year 7 

$600k 
$600k 
$600k 
$600k 

Total $3.9m 

“          ” 

QALICBs 
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Low-Income Communities “          ” 



Low-Income Communities 

• Low-Income Communities are census tracts 
where: 

– Poverty rate exceeds 20%;  

– Median income is below 80% of the greater of: 

• Statewide median income or 

• Metropolitan area median income 
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OR 
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CDFI Fund Mapping System (CIMS) 
www.cdfifund.gov 

Novogradac NMTC Mapping Tools 
www.novoco.com 
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www.novoco.com 
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Low-Income Communities 
“Qualified Active Low-Income 

Community Businesses” 

QALICBs 



Qualified Active Low-Income Community 
Businesses 
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Examples of QALICBs might include 
but are not limited to: 

 
• Community centers 
• Grocery Stores 
• Health care facilities 
• Charter schools 
• Commercial rental real estate 
• Biomass Facilities 

 

Excluded Businesses include but are 
not limited to: 

 
• Country club 
• Golf course 
• Massage parlor 
• Hot tub facility 
• Suntan facility 
• Racetrack or other gambling facility 
• Liquor store (predominant activity) 
• A business which develops or holds 

intangibles for sale or license 
• Certain farming businesses 
• Residential rental real estate 

 
 



“Qualified Low-Income Community Investments” 

Low-Income Communities 

CDE 

“Qualified Active Low-Income 
Community Businesses” 

QLICIs 

“Community Development Entity” 

QALICBs 



Project Feasibility 

Don’t Spin Your Wheels: Can the Project Close? 
 

• Maximize Closing Probability – Upfront Due Diligence 
– Secured all other capital sources besides NMTC subsidy  

• NMTC subsidy is gap financing 
• NMTC subsidy is estimated to cover 20% of project development cost 

– NMTC expertise of transaction team: attorneys and accountants 
– Proposed Structure 
– Realistic Closing Timeframe 
– Experienced Investment Coordinator 

• Delay or Failure to Close: Extremely Costly (time and money) 
• Know When to Move On 
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https://www.cdfifund.gov/programs-training/Programs/new-markets-tax-credit 



Area of Higher Distress 
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Examples but not limited to: 
 

• Poverty rates greater than 30% 
• Median family income less than 60% 
• Unemployment rates at least 1.5 times the national average 
• Federally designated Empowerment Zones, Enterprise Communities, or Renewal 

Communities 
• Federally designated medically underserved areas, to the extent that QLICI activities will 

support health related services 
• FEMA Disaster Areas 

 

Low-Income Communities Higher Distress Communities 



Things to Highlight 

• Non-metropolitan county 
– Based on 2010 Census data 
– OMB Bulletin 10-02 

 
• Federally Native Areas:  

– Native American 
– Alaskan Native areas 
– Hawaiian Homelands 

 
• Community Benefit and Impact 

 
• Job Creation 
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