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Purpose:  
This new small loan pool program was strategically created to respond to market needs.  The current New Markets Tax Credit (NMTC) program meets the market segment above $4 million but leaves a void for smaller eligible projects under $4 million.  Staff believes the market for small businesses and small-scale developers can be developed in order to provide access to affordable, flexible capital through non-traditional lenders.  Staff found an unmet demand for financing between $500,000 and $4 million and a need for loan products that offered a higher loan-to-value ratio.  The small loan pool was created in response to these needs and was designed to take on more risks than our current participation programs.

Loan Structure:
The goal of the NMTC Small Loan Pool Program is to provide flexible financing offered at advantageous terms for eligible projects between $500,000 and $4 million to qualified businesses located in low-income communities that have historically lacked access to credit.  
· Loans must be in NMTC qualifying census tracts
· Each borrower is required to be a Qualified Active Low-Income Community Business (QALICB)
· Loans expected to be interest-only through the 7-year NMTC compliance period 
· [bookmark: _Hlk31127256]Interest rate TBD based on interest rate on leverage loan at the time of the funding, not expected to exceed 4.5% fixed for 7 years (It is expected to be 50% below market rate)  Currently the rate is set at 3.75%
· No origination fees
· Have higher LTV than standard loans
· Community Benefit Agreement on an annual basis
· 5% equity requirement for all loan pool transactions
· Below market requirements for Debt Coverage Ratio at 1.10x

Higher Collateral Value Determination:
Finance New Mexico will strive to meet the mission of the NMTC program by structuring its loans in a manner that maximizes the leverage of the assets available for security by offering its NMTC Proceeds Loans with higher than standard loan-to-value ratios.
· Senior Lien Positions LTV 90% some of the following collateral types:
1. Real Estate
2. Equipment
· Subordinate Lien Positions LTV 95% on the same project types as listed above

Project Types:
· [bookmark: _Hlk31357343]Real Estate Development 
· Building and Infrastructure
· Working Capital Financing
· Equipment Financing
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