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Paul Anderson

From: NMTC Coalition <nmtccoalition@rapoza.org>
Sent: Wednesday, April 10, 2013 2:18 PM
To: Paul Anderson
Subject: President's FY '14 Budget Includes NMTC Permanence

 

President's FY '14 Budget Includes NMTC Permanence 
Today, the White House released their FY '14 budget proposal, which included a permanent extension of the 
NMTC at $5 billion in annual allocation authority. The proposal also provided AMT relief and included a $250 
million set-aside for the Healthy Foods Financing Initiative. 

In addition, for the second straight year, the White House proposed the creation of a manufacturing incentive 
that "could be structured using the mechanism of the New Markets Tax Credit". 

Below, find the two relevant sections of the Green Book, which details the President's FY'14 revenue 
proposals. 

• Download the entire Green Book 

EXTEND AND MODIFY THE NEW MARKETS TAX CREDIT (NMTC) 

Current Law 

The NMTC is a 39-percent credit for qualified equity investments (QEIs) made to acquire stock in a 
corporation, or a capital interest in a partnership, that is a qualified community development entity (CDE) and is 
held for a period of seven years. The allowable credit amount for any given year is the applicable percentage 
(5 percent for the year the equity interest is purchased from the CDE and for each of the two subsequent 
years, and 6 percent for each of the following four years) of the amount paid to the CDE for the investment at 
its original issue. The NMTC is available for a taxable year to the taxpayer who holds the QEI on the date of 
the initial investment or on the respective anniversary date that occurs during the taxable year. The credit is 
recaptured if at any time during the seven-year period that begins on the date of the original issue of the 
investment the entity ceases to be a qualified CDE, the proceeds of the investment cease to be used as 
required, or the equity investment is redeemed. 

Under current law, the NMTC can be used to offset regular federal income tax liability but cannot be used to 
offset alternative minimum tax (AMT) liability. The NMTC will expire on December 31, 2013. 

Reasons for Change 
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Permanent extension of the NMTC would allow CDEs to continue to generate investments in low-income 
communities. This would also create greater certainty for planning purposes. 

Proposal 

The proposal would extend the NMTC permanently, with an allocation amount of $5 billion for each round. The 
Administration estimates that $250 million per round will support financing healthy food options in distressed 
communities as part of the Healthy Food Financing Initiative. 

The proposal also would permit NMTC amounts resulting from QEIs made after December 31, 2012, to offset 
AMT liability. 

The proposal would be effective upon enactment. 

PROVIDE NEW MANUFACTURING COMMUNITIES TAX CREDIT 

Current Law 

Under current law, there is no tax incentive directly targeted to investments in communities that do not 
necessarily qualify as low-income communities, but that have suffered or expect to suffer an economic 
disruption as a result of a major job loss event, such as a military base closing or manufacturing plant closing. 

Reasons for Change 

The loss of a major employer can devastate a community, and incentives, including tax incentives, could 
encourage investments that help such affected communities recover more quickly from the economic 
disruption. 

Proposal 

The Administration proposes a new allocated tax credit to support investments in communities that have 
suffered a major job loss event. For this purpose, a major job loss event occurs when a military base closes or 
a major employer closes or substantially reduces a facility or operating unit, resulting in a long-term mass 
layoff. Applicants for the credit would be required to consult with relevant state or local Economic Development 
Agencies (or similar entities) in selecting those investments that qualify for the credit. The credit could be 
structured using the mechanism of the New Markets Tax Credit or as an allocated investment credit similar to 
the Qualifying Advanced Energy Project Credit. The Administration intends to work with Congress to craft the 
appropriate structure and selection criteria. Similar benefits would be extended to non-mirror code possessions 
(Puerto Rico and American Samoa) through compensating payments from the U.S. Treasury. The proposal 
would provide about $2 billion in credits for qualified investments approved in each of the three years, 2014 
through 2016. 

 
 

 

 


