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 Topics in this Discussion	



•  Hot Topics in Public Finance today.	



•  What are New Market Tax Credits (NMTCs)?	



•  How can I utilize NMTCs?	
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•  South Carolina is on the cutting edge of development. 	


 	


•  Need to continue to capitalize on existing momentum.	



•  What can I do to attract growth and new development?	



•  What factors are important to the market today?	



•  How can I improve?	



Hot Topics In Public Finance	
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AAA
AA
A
BBB

Credit Spreads (%) off of the 30-year AAA 
MMD 

June 2003-Sept 2008     
Rating Average 
AA 0.10 
A  0.28 
BBB 0.55 

Sept 2008 - Present     
Rating Average 
AA 0.18 
A  0.76 
BBB 1.67 
        
Note: credit spreads compared to the 'AAA' equivalent 

Source: Davenport and Co. and Thompson Financial 
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•  Created under the Community Renewal Tax Relief Act of 
2000. A bi-partisan initiative to spur economic development in 
low-income areas.	



•  Initially authorized for 5 years and $15B, but has been 
annually extended by Congress since inception. This includes 
the most recent budget (AMT relief too).	



•  Provides a 39% tax credit (dollar for dollar tax reduction) to 
investors over a 7 year window. 5% in years 1-3 and 6% in 
years 4-7. 	



New Market Tax Credits (NMTCs).	
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•   Program overseen by U.S Department of the Treasury and 
Community Development Financial Institution (CDFI) Fund.	



•  CDFI Fund establishes Community Development Entities 
(CDEs) and awards allocations of NMTCs to the CDEs.	



•  Nutshell analysis of NMTCs:	


•  CDEs must use	


•  Substantially All (85%) of the proceeds from 	


•  Qualified Equity Investors (QEIs) to make	


•  Qualified Low-Income Community Investments (QLICIs) in	


•  Qualified Active Low-Income Community Businesses (QALICIs) located in	


•  Low-Income Communities (LICs).	



NMTCs continued...	
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•   Does your project qualify (flexible)?	



o  Office	


o  Mixed-use	


o  Industrial	


o  Retail	


o  Hospitality	


o  Community Facilities (Education, Healthcare, Museums, etc…)	


o  Recent focus on non-real estate investments (investment or loan not 
connected to real estate)	



•  Restrictions	


o  “Sin” establishments (similar to TEB rules)	


o  Residential Real Property (20% cap, but recapture severely limits)	



Using NMTCs.	
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 Common Structure of NMTC Transaction	
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Savings	


$10MM Commercial Loan	



	

Commercial Loan 	

 	

 	

10,000,000	


	

Interest Only (7.5%) – 7 yrs 	

 	

  5,250,000	



        	

Total Cost 	

 	

 	

 	

15,250,000	


	


$10MM NMTC Structure	



	

A Loan – Principal 	

 	

 	

  7,800,000	


	

A Loan – Interest (7.5%) – 7 yrs 	

  4,095,000	


	

B Loan – Principal 	

 	

 	

  2,200,000	


	

B Loan – Interest (3%) – 7 yrs 	

     462,000	


	

B Loan – Forgiven Principal 	

 	

 (2,200,000)	


	

Total Cost 	

 	

 	

 	

12,357,000 
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Combinations	


	


Recent Regulations provide that NMTCs can be 
blended with:	



•  Tax-exempt bonds	


•  Historic Tax Credits (Federal and State)	


•  Limited Mixed-use Development 	



	


Cannot be blended with Low-Income Housing Tax 
Credits	



	


  	





 
Lawrence E. Flynn	



lflynn@popezeigler.com	


803.354.4902	



	



 

popezeigler.com	
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