New Markets
Tax Credits:
A Flexible Capital
Source and a
Change Agent
New Markets Tax Credit financing
provided $10.5 million of $38 million
for this highly impactful and efficient
community health campus in rural
Washington that provides 200,000
patient encounters annually.

Community Development Tool Provides Critical
Capital for Healthcare Projects that Address
Social Determinants of Health,
Public Benefit and Community Needs
By: Benjamin Cirka, Executive Director, Community Hospitality Healthcare Services

T

he New Markets Tax Credit (NMTC) program, created to spark investment in disadvantaged
communities, has become a valuable source of flexible capital for healthcare providers and
health systems to tackle the immediate needs of both their organizations and communities to
affect positive change. NMTC funding has been used for new construction or renovation of facilities
including emergency rooms, mental health departments, primary care and community clinics, and
specialty service facilities such as testing sites, wellness centers, and radiology and imaging facilities.
Some specific examples have included:
Project

Cost

(in mIllions)

Economic benefit
provided by NMTC
(in mIllions)

Major renovation of a 100-year-old emergency room in Georgia

$30

$9

New construction of a community health center in Oregon

$15

$4.7

Replacement facility for a rural hospital in Kansas

$17

$5.2

University health center expansion in rural South Carolina that included
wellness center and farmers market

$9

$2.5

Mental health and crisis facility in Florida

$5

$1.5

New community facility (a venture with hospital and the YMCA) in Kentucky

$33

$8

New community health center in Boston

$17

$2.3

Hospital tower completion project in Tennessee

$27

$7.3

As we reimagine our healthcare infrastructure to affect positive change
in our communities and to build for the future, the time for bringing
flexible capital to implement creative solutions could not be more
opportune.
There is an increasing consensus among healthcare leaders regarding
the significant impact that social determinants have on population
health, emphasized by an increasing awareness of health inequities.
Now, as leaders focus on a value-based mindset, many organizations
are investing in projects, partnerships and programs that address social
determinants and health equality in their communities. Healthcare
leaders have a unique opportunity to incorporate a value and
community-based focus into their capital planning, with the potential to
not only drive improved patient outcomes but also economic and social
impacts to the communities they serve.

How the New Markets Tax Credit Program Works
The NMTC Program had an auspicious start as a bipartisan effort designed by the
Clinton Administration and implemented by the George W. Bush Administration. The
NMTC Program is overseen by the Community Development Financial Institutions
Fund, which is a part of the U.S. Department of the Treasury. The NMTC Program
was designed to spur investment in underserved and low-income communities by
providing a tax credit equal to 39 percent of a qualified investment to corporate or
individual investors for making equity investments into Community Development
Entities (CDEs).
CDEs are generally corporations or partnerships that serve
as an intermediary to provide loans, investments or financial
counseling in low-income communities. CDEs are certified
by the Department of Treasury based on their accountability
to low-income communities and compete annually for
an allocation of NMTC authority based upon their track
record and pipeline of investments that create measured and
demonstrable positive social and economic impacts. Once
CDEs receive an allocation of NMTC authority, CDEs
prioritize and commit to making investments in projects
that maximize community impact and align with the CDE’s
overall mission and strategy. In connection with these qualified
investments, investors are able to utilize the 39 percent tax
credit, claimed over a seven-year period. These qualified
investments are attractive to many businesses such as banks and insurance companies,
as the qualified investments often satisfy such organizations’ “Community Reinvestment
Act” or other investment requirements. They also provide the opportunity for these
organizations to invest in highly impactful projects for an acceptable return with
relatively low risk.
Once an investor has made a qualified equity investment in a CDE, the CDE
uses the proceeds of the equity investments to make capital investments in eligible
operating businesses or real estate projects in designated communities, often referred

The campus contains over 100 points
of care, a full-service pharmacy with
robotics and drive-thru, women’s
health, family medicine, pediatrics,
urgent care, specialty care, imaging,
laboratory, optometry, dental, WIC
program, community space and training
facilities to meet a broad range of
community needs.

The project tackled major recruiting
challenges in the rural community by
creating a 70,000-square foot state-ofthe-art teaching facility in partnership
with local & national institutions. It
provides training programs and career
opportunities from nurse rotations
to residencies, for medical, dental,
pharmacy, behavioral health and
ancillary positions.

to as “Community Businesses”. Healthcare organizations and projects are generally
considered community businesses. Eligibility for NMTC funding is primarily driven
by the geographic location and demographics of the community business, which are
derived from census data. Primary measures include poverty levels, unemployment
levels and median family incomes, but consideration is also given to communities that
are designated as rural, medically underserved or recently under a FEMA disaster
declaration. Percentages of low-income people served or employed by a project or
community business are also eligibility considerations.
The capital investments made in community businesses by CDEs are usually made in
the form of a convertible loan. These loans are often very low-cost debt with interestonly payments for the first seven years and can be subordinated or junior to other
loans in the project. Generally, at the end of the seven-year period, for a nominal fee,
an affiliate or sponsor of the community business has the opportunity to purchase the
investor member’s interest in the CDE, which effectively allows the community business
to retain the benefit of the NMTC proceeds after the seven-year compliance period.
For example, a $25 million project may net $5 million in NMTC funding in the form
of subordinated, interest-only debt with a rate 50 percent below market rates with the
option to purchase the note for $1,000 at the end of the seven-year compliance period.
Because the federal investment is limited to 39 percent of the total project costs, the
lion’s share of the project capital comes from equity, debt (bonds or conventional),
philanthropic funding or other sources. This mixture creates a partnership whereby
the projects are thoroughly vetted and underwritten by all participants, and the sponsor
and its other funding sources bear the majority of the risk as they have the majority of
the “skin in the game”. Another feature of the NMTC Program is that the inherent
competition for this scarce resource favors the most sustainable projects with the highest
community impacts. All of this together, coupled with the CDE’s underwriting, provide
a safeguard against public funds being used to make speculative or unwarranted
investments, and creates a total alignment of interests in the favor of meeting the
community’s needs.

Why healthcare organizations should consider the
NMTC program in their capital planning
Many types of businesses and projects are technically eligible, but CDEs prioritize
investments in projects that will maximize impacts to the social and economic wellbeing of their communities and address historically challenging issues such as income
inequality, lack of access to social and medical services, educational opportunities and
job training, among others. Even before the more recent consensus among healthcare
leaders that these indicators are clearly linked with health outcomes and qualityof-life issues, community development projects and practitioners inside and outside
the NMTC Program have for decades addressed social determinants of health with
targeted programs and investments. For this reason, healthcare-based projects have
naturally been highly attractive recipients of NMTC funding based on their ability to
move communities forward with meaningful programs and relationships, to provide
meaningful jobs, training and advancement opportunities among the continuum of
care, and to provide essential healthcare and other services. As custodians of a very
valuable federal resource, CDEs have developed a wide variety of methods and tools to

The NMTC Program
Highlights:
n Provides up to

25 percent of the
capital budget for
business and real estate
investments that serve
low-income communities
and populations
n Allows investments in

modernization and
equipment that increases
programmatic and
operating efficiencies and
reduces systemic costs
while improving various
performance and social
measures
n Provides very flexible,

low-cost capital
alternative to fill capital
gaps and bring impactful
projects to the finish line
n Achieves an 8:1 ratio of

private dollar spending
versus public dollar
spending
n Has been shown to yield

a positive return for the
federal government
n Is one of—if not the

most—efficient federal
programs as measured
by jobs created per
federal dollar
n Is highly competitive at

all levels, with scarce
resources going to projects
and businesses with
long-term commitment to
service in their community,
especially to low-income
individuals and families

quantify and evaluate the public (or community) benefit
of their investments. When the projects come to life, there
is a clear alignment of community needs and resources
that are both quantifiable and demonstrable over time,
enabling both the CDEs and healthcare industry to
identify best practices for delivering results and improving
the quality of lives in their communities.
Healthcare businesses and community facilities have
represented an increasing percentage of NMTC
investments over the previous few years. Additionally,
the program has largely been capped at $3.5 billion
annually since its inception in 2005, but Congress recently increased its allocation for
NMTC credits to $5 billion beginning in 2021. As a result of these two factors, NMTC
investments into healthcare-based businesses and projects are expected to increase
markedly in the coming years.
Increasingly, with more clearly defined social determinants of health and the growing
body of research showing specific identification of and linkages between socioeconomic
community conditions, resources, wellness, and policy imperatives around population
health, leading healthcare organizations are using the NMTC Program to
simultaneously achieve both capital planning and community development goals. The
NMTC Program allows health systems to address social determinants in a concrete,
transparent and meaningful way and enables planners and strategy leaders to be bold,
creative and collaborative in how they affect change, serve their communities and
ultimately improve population health outcomes.

ABOUT COMMUNITY HOSPITALITY HEALTHCARE SERVICES
CHHS is a nationally recognized CDE specializing in investing in healthcare businesses and healthcare
infrastructure in America’s most severely distressed communities. CHHS provides catalytic debt
and equity investments to high-impact projects in medically underserved low-income communities
throughout the U.S.

ABOUT MODERN HEALTHCARE CUSTOM MEDIA
Modern Healthcare Custom Media’s dedicated team of writers and researchers develops custom
content solutions designed to educate and engage readers. These custom content solutions provide
in-depth information on a specific trend, topic or solution that is top-of-mind for healthcare executives.

The project is a regional employer
of choice, providing 400 high-quality
jobs in the community with career
advancement and ongoing training
opportunities. The operator and site
have won numerous accreditations
and accolades for excellence across
multiple categories, including quality
of care, efficiency, multicultural
communications, and implementation
of technology. The project was
designed and delivered by The Neenan
Company.

