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“Ingenious” Program

Louisville Reaps Benefits of New Markets Tax Credits

The first federal New
Markets Tax Credit (NMTC)
allocation was awarded in
March 2003. Louisville
Development Bancorp, the
parent company of Louisville
Community Development
Bank, and Frost Brown Todd
LLC both applied, unsuccess-
fully. Even so, both entities
recognized an opportunity to
combine their efforts and later
submitted a joint application.

The partnership proved
successful and received a
$62.5 million allocation in
2004 and an additional $8
million in tax credits in 2005.

As a result of the more than
$70 million in NMTCs and
private equity investments,

a number of projects moved
forward in Louisville, Ky.

The projects include:
Muhammad Ali Museum and
Education Center, Central
Station Office Building, CW
Johnson Xpress headquarters
and First Virginia Avenue
Missionary Baptist Church.
(See “Project Descriptions” on
Back Page.)

Although the objective of
NMTCs is to stimulate equity
investments into low-income
neighborhoods, the economic
impact of these projects is evi-
dent throughout the Louisville
community. The tax credits
awarded to Louisville Com-
munity Development Bank and

First Virginia Avenue Missionary Baptist Church’s new worship center and education
facility in Louisville were built with New Markets Tax Credits.

Frost Brown Todd LLC spurred
additional private-equity
investments of more than $94
million in Louisville, and more
than 650 new jobs have been
created with an annual payroll
of $17.7 million.

Criticisms, Complexities

The NMTCs program is
not without its challenges and
critics. NMTCs are intended
to make marginal projects
feasible. However, some argue
that investments are being
made in projects that would
have been done anyway, thus
limiting the community devel-
opment impact in low-income
neighborhoods.

A second drawback is the
complexity of the program.

Community Development

Entities that receive allocations
must have an infrastructure to
make investments and to mon-
itor compliance, which can be
a timely and costly process.

Lastly, NMTCs are an invest-
ment tool meant to promote
growth in both rural and urban
markets; however, rural com-
munities have a concern about
the percentage of tax alloca-
tions serving rural markets.

Further monitoring and
analysis of the program will
tell if its strengths outweigh
its weaknesses.

Progress in Louisville
Louisville Metro Govern-
ment has a commitment to
economic and business devel-
opment for businesses of all
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sizes, from microenterprises
to the gazelles. So it is no
surprise that Louisville Metro
is willing to participate in an
innovative loan fund geared
toward very small businesses.
Louisville Metro Govern-
ment and Republic Bank
have teamed up to create a $4
million NMTC Loan Fund,
with each partner contribut-
ing $2 million into the fund.
The city does not need the
tax credits, so Republic Bank
receives tax credits for the
entire $4 million. The loans

range from $500,000 to
$1 million.

Typically, investors pay
anywhere from $30,000 to
$150,000 in upfront fees for
legal and accounting services to
set up an NMTC project. For
a small project of $1 million or
less, these fees are too costly to
make the project feasible. The
NMTC Loan Fund has stan-
dardized the process and the
paperwork, creating a template
that investors use to apply
for NMTCs. This reduces
the upfront fees to about
$8,000 per project. To date,
the loan fund has invested in

five projects that have created
more than 30 new jobs in light
manufacturing.

Gary Gambrell, former vice
president of Louisville Com-
munity Development Bank and
currently serving as NMTC
consultant, sums up the
program as “one of the most
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ingenious federal programs
developed in the promotion of
business development.”
Louisville Development
Bancorp has applied for
$150 million in NMTCs for
2007. The awards will be
announced this fall.




