


Capital Stack Examples

Project type _ Capital Jobs TIE Stat_e Fede_ral
investment created Funding Funding
Food processor $42 million 45 $3.5 million $1 million $5.7 million
Hgaoggfj;ar:grs $16 million 125 $2 million  $750,000
Grocer $7 million 100 $700,000 $1.5 million
Medical Clinic $10 million 40 $500,000 $2.1 million




Why it matters

We all know the state and local tools

Wisconsin Fast
TIF BDTC Forward TEA Grants And more!
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But to be competitive or to close a financial gap, we often need more.

As economic developers, we need to understand and be able to direct potential
investors to federal programs.




New Markets Tax Credits




NMTC Overview

« Community Development Entities (CDEs) apply to the US
Treasury (specifically the CDFI) annually for an allocation
of New Markets Tax Credits

» CDEs sell the federal tax credits to third party investors,
where the proceeds are used to fund investments in
qualifying not-for-profits, operating businesses and real
estate projects located in low-income communities

» CDEs use a competitive process to search for and identify
qualifying businesses and real estate developments

» The proceeds can fund up to 25 percent of project costs
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Competitiveness

Severe Distress or Deep Distress Census Tract

Rural Location

Creation of direct and indirect permanent jobs

Creation of construction jobs

Attract or retain skilled workforce

Increased tax base

Addition of goods and services in underserved
area

Blight removal

Environmental remediation




NMTC Changes from OBBA

01 ) 03

NERERL $5B annual $10B allocation
program allocation round awarded In
supporting Low December 2025
Income

Communities




Opportunity Zones




What Are Opportunity
- Zones (0O4Zs)?

* Program established in the 2017 Tax
Cuts and Jobs Act.

* Permits investors with unrealized
gains to defer capital gains tax if:

* Project within eligible census tracts
designated by the Governor; and

 Funds remain invested for ten
years.
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Three Main Benefits

Deferral of the Partial
tax on the forgiveness of
original gain. capital gain.

Total forgiveness
of tax on
appreciation.




Federal Grant Priority

In addition to the private sector tax benefits, Opportunity Zones are
given priority for certain federal grant programs:
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Economic Development Dept. of Ag (USDA) Dept. of Ed HUD
Administration (EDA)
Projects located within OZ and that Sites and communities with OZ Preference Points for grants to Preference points for Choice
economically benefit OZ prioritized status given priority with Rural schools Neighborhoods Implementation
for Economic Development Development Grants, and other Grants, and other housing

Planning and Infrastructure grants programs. programs




OZ Changes from OBBA

Program now Rural OZs receive Governors
permanent with enhanced redesignate zones
simplified rolling benefits; stricter in July 2026 (25%

tax deferral rural definitions of eligible tracts)

Stricter tract Enhanced OZ
designation reporting
criteria requirements




2026 Designation

 Each State’s Governor will choose 25% of Low-
Income Communities for OZ Designation

* A Low-Income Community is a census tract in
which:

« Poverty Rate is at least 20% AND income is
less than 125% of the area median

OR

* Median Family Income does not exceed
70% of statewide median family income (or
that of the metropolitan area, if higher)




Other Program Changes

Low Income Housing Tax -
Credits Bonus Depreciation

* 12% increase to 9% * 100% bonus
LIHTC state allocations depreciation made

» Bond-financed projects permanent
need only 25% tax- * Expanded to more
exempt financing categories

 Tax credit pricing * Increases investor

Impacts yields




_ Tribal Funding & Policy
. Changes

* Repeal of IRA Tribal Energy Loan
Guarantee funding

 Reduction of Tribal access to clean
energy tax credits




Key Takeaways

OBBA impacts core
federal development
finance programs

$10 Billion of NMTC
funding currently
available

Rural and tribal impacts
are significant—some
expansions, some
reductions

2026 will be pivotal for
OZ redesignation




Thank you

Kate Crowley James Wawrzyn
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