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New Markets Tax Credits

 Federal program designed to foster qualified
investments in Low Income Communities

 Tax Credit Investors receive a 39% federal
income tax credit spread over 7 years

—Year 1 through Year 3 - 5%
—Year 4 through Year 7 — 6%



New Markets Tax Credits

e Community Development Financial Institutions
Fund (CDFI) provides NMTC Allocation to CDEs

e CDEs provide Allocation to Tax Credit Equity
Investors
— Each $1.00 of Allocation equals $0.39 of tax credits

e Benefit is delivered to Project Sponsor via below
market rate loan

— Loan is cancelled after 7-Year NMTC Compliance
Period



Where NMTC Can Be Used

Low Income Community (LIC), a census tract where:
— The poverty rate exceeds 20%; or

— The median income is below 80% of the greater of:
e Statewide median income: or
 Metropolitan area median income (for metropolitan tracts only)
Currently, only projects located in severely distressed
LICs are likely to receive allocation
— 30% poverty/60% median income
— 25% poverty/70% median income with secondary criteria
(non-metro, medically underserved areas, etc.)

Rural census tracts and targeted states are a priority
among many Community Development Entities (CDEs)




Eligible Areas in Georgia



Non-Metro Tracts in Georgia



Atlanta



Savannah



Columbus



Macon



Athens




NMTC Leverage Structure

e Leverage Structure is the most common use of NMTC
allocation

e Reduces Sponsor’s need for conventional debt in Project
by 20% to 25%

 Provides up-front Cash Benefit that remains in Project
permanently
— Cash Benefit converts to a forgivable loan after seven years

— Forgivable loan has income tax implications for for-profit
projects at time of conversion



Important Considerations

Securing Allocation from CDEs is very competitive

Must demonstrate need for NMTC for project to
proceed (“But For”)

— Will fill a gap in the capital stack when conventional debt
or equity is limited

— Project will be undertaken outside an LIC or not at all
without NMTC financing

Must provide positive impacts on Low-Income
Community

CDE-Lender will have a first security position on the
assets being financed by the QLICI Loans



Sample Project
Proposed Project Assumptions

e 520 million total capital investment in building
construction, furniture, fixtures, and equipment

* Project has Positive Impact on LIC:

— Employment opportunities for Low-Income Persons
and residents of the Low Income Community

— Other benefits for residents of the Low Income
Community (skills enhancement, indirect jobs)

— Revitalization of vacant, downtown property
— Environmental/Sustainability benefits



Sample $20mm NMTC Transaction

$14.3 mm loan @ 1% $6.7mm equity
for 7 Years — <
Leverage Lender Interest only % Tax Credit
(Affiliate of Sponsor) Investor
$7.8mm Tax Credit
$20.0mm Qualified $7.8mm Tax Credit

Equity Investment (QEI)

$20mm NMTC Allocation

« CDE

$14.3mm A loan @ 1% $5.7mm B loan @ 1%
Sponsor for 7 Years - Interest only For 7 Years - Interest only
(Direct Equity into (QLICI) (QLICI)
QALICB)

B QALICB . ]
o(r;s;?;i(ary of ) Estimated Pre-Tax Benefit =

Sponsor) $4,190,000

$0.44mm of Direct Equity




Potential Benefits for Sponsor

 Reduce upfront conventional debt by about
$5,000,000
— From approximately $20,000,000 to $15,000,000

e Receive pre-tax benefit estimated of $4,200,000 on
S15 million project:

e 3" pParty Equity Investment $ 6,700,000

e Up-Front Fees ($1,630,000)
e On-Going Fees (Paid as interest) ($880,000)
* Net Pre-Tax Benefit $4,190,000*

*Note: These benefit estimates are general in nature. Actual benefits may vary due
to multiple factors impacting the transaction.



NMTC Timeline

Typically 90 to 120 days to close transaction

Construction period is typically, 1 Year
— Quarterly or Monthly draws on construction loan

Compliance period — 7 years from NMTC
Closing Date

— Quarterly and Annual reporting during compliance
period

Applications are open NOW — CDEs are
looking for competitive projects



Realizing Value via NMTC



Using NMTCs in Your Economic
Development Strategy



Community Involvement

Keep an Inventory of Low-Income Census Tracts (LICs) in
your Jurisdiction

Understand the program’s opportunities for new and
expanding businesses and incorporate Program into your
offerings

|ldentify goals within your Economic Development
Strategy that address LIC residents and provide to CDEs
that may be considering allocations for your community
Set up a City, County, or Regional CDE and apply for
allocation

Market specific projects to CDEs — via consultant or CDE
relationships



Areas Eligible for OZ Designation



Contact Information

* Larry Kramer
Cleveland/Chicago
216-408-1133
Lkramer@incentisgroup.com

e Jessica Dapore
Cincinnati
937-681-1707
JDapore@incentisgroup.com




