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New Markets Tax Credit
PORTFOLIO DESCRIPTION
Tax Management Portfolio, New Markets Tax Credit, No. 585, describes the
requirements and operation of the New Markets Tax Credit in § 45D.
The New Markets Tax Credit was established by Congress in 2000 and is intended to encourage investment in low-income communities. The credit is available to
both individual and corporate taxpayers and is equal to 39% of the capital invested in
a qualified community development entity, a for profit or nonprofit entity that commits
to the rules of the program, which in turn must loan to or invest substantially all of such
capital in qualified businesses operating in low-income communities. The nonrefundable credit is claimed in seven installments on the date of the original investment and
the six anniversaries thereof. If the capital is withdrawn prior to the end of the
seven-year period beginning on the date of the investment, the entire credit is
recaptured. The credit is limited by the amount of allocation authority available each
year, which is awarded based on a competitive application process.
The tax rules governing eligibility for the New Markets Tax Credit are contained in
§ 45D and the regulations thereunder, whereas the program is managed by the
Community Development Financial Institutions Fund of the U.S. Treasury Department, which promulgates additional rules and requirements pertaining to the award
and use of allocation authority.
The overall purpose of this portfolio is to introduce and explain the operation of the
tax rules governing the New Markets Tax Credit. To that end, the portfolio discusses
key definitional terms, applicable eligibility tests and other requirements, and particular topics, such as the possibility of recapture and issues with certain credit structures.
This Portfolio may be cited as Mount, 585 T.M., New Markets Tax Credit.
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