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Republican Sweep Changes NMTC Application Process
Landscape for Community Remains Steady, Says Latest
Development Tax Incentives Batch of Allocatees
The GOP sweep in November's ' CY 2023 round remained
election clarifies the landscape for v competitive, with just three
advocates of community e first-time awardees.
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NMTC Experts Make
Predictions for Historic

CY 2024-2025 Round
Conference panelists expect
more applicants, more winners

and bigger awards.
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CDFI Fund Opens

NMTC Application Period
Applications for CY 2024-2025
allocation round are due

Jan. 29, 2025.
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Insights On Affordable Housing, Community Development, Historic Preservation, Renewable Energy and Opportunity Zones
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NMTC Experts Make Predictions
for Historic CY 2024-2025 Round

BRAD STANHOPE, SENIOR EDITOR, NOVOGRADAC

With the calendar year (CY) 2024-2025 double round of new markets tax credit (NMTC)

allocation coming in 2025, expect more applicants, more winners and bigger awards.

That was the consensus of panelists on the “Preparing
for a Record Allocation Round” panel Oct. 23 at
the Novogradac 2024 Fall New Markets Tax Credit
Conference in New Orleans, who looked forward to
the $10 billion combined CY 2024 and CY 2025 NMTC

round. But the optimism came with caution.

“I don’t think we’re going to see a flood of new CDEs
[community development entities] who apply,” said
Kermit Billups, executive vice president of Greenline
Ventures, an impact-focused investment management
firm based in Denver. “Those familiar with the program

will apply.”

But Laurel Tinsley, managing director of Cherry Bekaert
Strategic Financing Services, harkened back to the last

combined round, the $7 billion 2015-2016 round.

“Thinking back to last time, the thought was ‘this is not

29

the round to sit out,” said Tinsley. “We saw some natural
increase because some CDEs don’t apply every year or
have a regional approach, so they only apply every few
years. But this round will be a little higher because people

will go back.”

The 2015-2016 round differed from 2024-2025 in that
it wasn’t announced as a double round until after the
application deadline, so there may be a larger jump in
applicants this time. Tinsley said the increase in funding
will likely have several effects, including the possibility

of an expanded range of scoring for successful allocatees.

“[For the past several rounds,] you've had to be a highly
qualified applicant [scoring more than 106 on the
110-point scale] to get funding,” Tinsley said. “The scoring
has been so tight at the top, maybe it will go down into
the third bucket [104-105.9] in this round of funding. I
think the number of applicants will be higher, the number
of winners will be higher and the award amount people
get will be higher. I think we’ll find more people in the
room and more people doing great work will allow us to

serve more communities across the nation.”
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Kermit Billups of Greenline Ventures, left, told attendees at the
Novogradac 2024 New Markets Tax Credit Fall Conference that he
doesn’t expect a “flood of new CDEs” for the coming double round of
allocation. Courtney Tawresey, right, shareholder at Polsinelli, said that
businesses that could benefit from NMTC financing should be getting
ready now.

Lessons from History
Data from the 2015-2016 double round backs up
Tinsley’s prediction. In that round, 50.4% of applicants

won allocation, compared to 28.9% and 28.1% the two



previous rounds. The average award size was $58 million,
compared to $46 million and $40 million in the previous

two rounds.

Panelists expressed hope that there will be more first-
time awardees this time, too. The past two rounds—
for calendar year 2023 and 2022-—each saw just
three first-time winners, the fewest in the history of

the incentive.

Tinsley said that being a first-time winner doesn’t mean

that the CDE is a first-time applicant.

“It’s a misnomer to think that a new winner just filled out
their first application,” she said. “Some have been trying
and failing for a number of years or working to build a
track-record over a five-year period to qualify. When I
look at who’s new in the room, they’'ve been working at
it for a number of years. I do think there will be some
new awardees, but I don’t think they will be first-time

applicants or brand new to the program.”

Panelists had suggestions for various stakeholders

heading into the $10 billion round.
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Lauren Tinsley, managing director of Cherry Bekaert Strategic
Financing Services, tells attendees at the Novogradac 2024 Fall New
Markets Tax Credit Conference that she expects a higher number of
applicants, winners and award amounts in the upcoming calendar year
2024-2025 double round of new markets tax credit allocation.

CDEs: Be Methodical, Focus on Goals
As CDEs prepare to apply, panelists emphasized staying

true to the fundamentals.

“We invest with our partners,” said Tinsley. “It’s
important to have a five-year plan of what you’re trying
to do with the money. With the double round, there’s a
natural tendency to say, ‘let’s try something brand new or
go farther off path.” I tell people that you have to plan and
if you go too far afield, you lose points. You have to grow
with methodical intentions. Regardless of there being
a double round, it’s important to be thoughtful about
what the CDFI Fund wants to do. Gradual improvement,
continuing to get better every year is the way to be

successful.”

Tinsley said she works with clients year-round on
applications, establishing their pipeline, deploying

funding and helping however else is needed.

“There’s really no trick,” said Tinsley. “We’ve won and
we’ve lost. Just be yourself. 'm going to win or lose by
sticking to my strategy. What is your mission? What does
your history tell you? I'm going to stick to who I am and

what I want to do. If I win, I win. If I don’t, I dont.”

QALICBs: Have Projects Ready to Go

There was also advice for the qualified active low-income
community businesses (QALICBs), the entities that seek
NMTC funding.

“I think you should have your teams ready to go,” said
Courtney Tawresey, shareholder at nationwide law
firm Polsinelli. “Be talking with your consultants and
attorneys now. A lot of money needs to get spent. I tell
[QALICB] clients that they’ve got to have their timing
right and be shovel-ready or already in construction
[when financing is ready]. You have to be ready to put
the deal to paper and get it done. That’s going to be even

more important in this round.”
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Tawresey said larger deals may be easier to do.

“I also think it’s an opportunity for deals to get larger,”
she said. “Maybe there are some creative ways to add
additional funds to deals. Maybe some capital reserve.
Maybe using credits for real estate, but also furniture
and fixtures. In a lot of deals now, there’s focus on one

or the other.”

There’s pressure, too, for businesses to be prepared, since
this is the last round unless or until there is an extension

or permanence for the NMTC.

“T'hope this isn’t true, but for a lot of projects, this could
be the last round,” Tawresey said. “Before, if your deal
wasn’t quite ready and wouldn’t make it on time, it
was OK, you could go to the next round. Now, projects
have the pressure that there’s not a guarantee of a next
round. It’s more important to get the projects deserving

of NMTCs ready.”
So be ready.

“If you can come to a CDE and say you can get it
closed in 60 days, that improves your chances,” said
Tawresey. “That’s better than youre coming and still
putting the money together and saying it will be 90 or

120 days.”

Investors: New Participants, Hit
Various Targets
For investors, there will be twice as much tax

credit volume.

“We're excited,” said Meg Wentzel, senior vice president
at Truist Community Capital. “When talking about 26
and 27, we need to ask ourselves if the industry is hitting

its CRA targets. Depending on where those banks are in

their CRA cycle, there are also other factors to consider.
Truist has client-focused investments, but we also have
a secondary criteria of meeting CRA needs. Investors
should evaluate based on their credit need, CRA target

or buy-in.”

Wentzel admitted there may be a time crunch with the

double round.

“The industry as a whole needs to be aware of the extra
requirements and what that could mean since they are

facing a double round,” she said.

Tinsley said she expects new investors to arrive, along

with all other stakeholders.

“Historically, we’ve seen other investors come in,” said
Tinsley. “In a larger round, there is room for some new
investors. With $10 billion, there’s room for some other
people at the table. There could be more CDEs and there
could be more investors and maybe some QALICBs come

out that hadn’t heard of the program.”

Consensus: Permanency a Major Benefit
Panelists all pushed for legislation to make the
NMTC permanent and see the combined round as

an opportunity.

“We need to push for permanency, but at what dollar
level?” Tinsley asked. “With a $10 billion round, we
can show what we can do. I view it as a requirement
to have a program like this because we don’t have
anything else like it. Nothing has been proposed

to replace it.”

Billups said permanency, even more than a double
round, will lead more new CDEs and investors

to participate. $
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