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Historic Tax Credits 



• Subsidiary of Mercantile Bank formed in 2023

• Provides equity investment to community development 
projects using tax credit incentive financing 

• One-Stop-Shop for non-profit and for-profit real estate 
developers providing construction debt and equity 

• 15 years commercial banking and 10 years tax credit 
financing

• Originated >$550 million in tax credit investment
• 2,300 affordable housing units
• 50+ adaptive reuse of historic buildings
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26 Projects -$157 Million Tax Credits

750+ Affordable Housing Units

Support of 150k+ SF. in Historic Rehabilitations

Exposure to 24 Counties Across the State

Legend
Closed Transactions        Committed       Pipeline

Leo’s Building – Petoskey, MI

Cooley School – Cadillac, MI

Orchardview – Traverse City, MI

Flats on Bridge – Elk Rapids, MI

Kalrecovery – Kalamazoo, MI

West Shore – Whitehall, MI

Ryan Creek III – Big Rapids, MI

Southside I – West Branch, MI

South Main Flats – Evart, MI

Froebel School - Muskegon, MI

Walnut Acres I & II - Corunna, MI

Riverview - Owosso, MI

Landing at Spring Lake – Spring Lake, MI

Lexington School – Grand Rapids, MI

Parkview – Traverse City, MI

Walter French Commercial – Lansing, MI

Annex Building – Sault Ste. Marie, MI

Elmdale – Grand Rapids, MI

Whisper Pines I – Pinconning, MI

Mill Pond – Brooklyn, MI

Westbury – Wayland, MI

Village North II – Gladwin, MI

Villa Esperanza – Wyoming, MI

Bonstelle Theatre – Detroit, MI

Woodbrook – Three Rivers, MI

Clarendon Glen – Clare, MI

Rivercrest – Croswell, MI

Odd Fellows – Midland, MI



Tax Credits
• Dollar-for-dollar reduction in tax liability 

Taxable Income x Tax Rate = Tax Liability
Income Tax Liability  – Tax Credits = Tax Due 

• Tax incentive designed to encourage certain types of investment 
to stimulate economic growth & promote policy goals (housing)

• Federal and State tax credits 

• Monetized to generate capital for project financing

• Eligibility, application process, compliance period, structuring, 
economics, and many other factors vary depending on type of 
tax credit 



Historic Tax Credits
National Stats FY 2025 FY 1977- FY 2025

Private Investment $8.64 billion $135.76 billion

Rehab Housing Units 10,390 329,548

New Housing Units 11,544 377,293

Low- and Mod-Income 
Housing Units 11,582 216,892

Michigan Stats FY 2025 FY 2021– 2025
Part 2 Approved Projects 21 73

Est. Qualified Rehab 
Expenditures (QREs)

$221 million $1.3 billion

Est. Federal Tax Credits* $40 million $235 million

Data taken from the National Park Service’s “Federal Tax Incentives for Rehabilitating Historic Buildings – Annual Report for Fiscal Year 2025”

*No reporting available for MI State HTC



Historic Tax Credits

Data taken from the National Park Service’s “Federal Tax Incentives for Rehabilitating Historic Buildings – Annual Report for Fiscal Year 2023”

HTC rehabs raised more in federal tax revenue ($52.9 billion) than it cost ($47 billion) in 2023 dollars 



Historic Tax Credits
Federal Historic Tax Credits (FHTC)
• Created in 1976 to promote urban & rural revitalization 
• Program administered by National Park Service (NPS) and the State Historic 

Preservation Office (SHPO)

State Historic Tax Credit (State HTC)
• 38 states - Michigan’s HTC reinstated in 2020  

Eligibility Requirements:
1. NPS Part 1 - Building must be listed on the National Register of Historic Places or be certified 

as contributing to the significance of a "registered historic district”
2. NPS Part 2 - Rehab must be done in accordance with the Secretary of the Interior’s Standards 

for Rehabilitation 
3. Rehab must meet the “substantial rehabilitation test” 
4. Building must be “income-producing” for at least 5 years (FHTC only)



Eligibility Requirements
3. Rehab must meet the “substantial rehabilitation test” 

Basic: Qualified costs must exceed pre-rehab value
Technical: Qualified costs must exceed the building’s adjusted basis 

4. Building must be “income-producing” for at least 5 years (FHTC only)

Commercial, industrial, agricultural, rental residential or apartment use
Federal credit cannot be used for private residence
Non-profits ARE eligible 

Acquisition price 
− Price of land  
+ Previous building improvements
− Depreciation taken
= Adjusted Basis



Qualified Rehabilitation Expenditures (QRE) 
YES!
• Building envelope - Façade, roof, windows, 

doors, elevators, stairs, chimneys, fire 
escapes 

• Building utilities - Air conditioning and 
heating systems, electrical, plumbing, gas, 
sprinkling systems

• Permanent interior improvements –
demolition, walls, partitions, floors, ceilings, 
paneling, tiling, paint

• Construction period interest, taxes and 
carrying costs

• Architectural, engineering, and construction 
management costs

• Developer fee (must be deemed 
reasonable)

NO!
• Land and acquisition costs
• Site work – permanent fencing, parking 

lots, decks, landscaping, sidewalks 
• Enlargement that expands total volume 

beyond original footprint - rooftop 
additions, new basement

• Personal property – Appliances, furniture 
window coverings, moveable cabinets, 
tacked carpeting 

• Leasing expenses
• Permanent financing fees
• New building construction 



Tax Credit Calculation
Cost QRE % QRE

Acquisition 150,000$        0 -$               
Construction Costs 3,000,000$    90% 2,700,000$ 
Soft Costs 1,000,000$    90% 900,000$     
Developer Fee 250,000$        90% 225,000$     
Total Development Costs 4,400,000$    87% 3,825,000$ 

FHTC State HTC - MI

Tax Credit % QRE x 20% QRE x 25%

Tax Credit $ $765,000 $956,250

Maximum None, but all related party costs 
MUST be deemed reasonable

Capped at $2 million (commercial)
and $1 million (residential)

Claiming 
Credits

5-year delivery period, ratably, 
beginning in the year the 

building is placed into service

1-year delivery in the year SHPO 
issues a certificate of completed 
rehab, after NPS Part III Approval


HTC (2)

						Cost		Cost %		QRE %		QRE

				Acquisition		$   150,000		3%		0		$   - 0

				Construction Costs		$   3,000,000		68%		90%		$   2,700,000

				Soft Costs		$   1,000,000		23%		90%		$   900,000

				Developer Fee		$   250,000		6%		90%		$   225,000

				Total Development Costs		$   4,400,000		100%		87%		$   3,825,000

				Development Costs		$   4,400,000

				Qualified Rehab Exp. (QRE)		$   4,180,000		95%

				FHTC %		20%

				Total FHTC		$   836,000																								Construction						Permanent

				Merc Community Partners		99%																						Owner's Equity		$   676,445		15%				$   654,099		15%

				FHTC to Mercantile Bank		$   827,640																						FHTC Equity		$   148,975		3%				$   595,901		14%

				Investment Rate		$   0.72																						FHTC Bridge Loan		$   424,579		10%				$   - 0		0%

				FHTC Equity Investment		$   595,901																						Construction/Perm		$   3,000,000		68%				$   3,000,000		68%

																												Deferred Developer Fee		$   150,000		3%				$   150,000		3%

				Equity Pay-In Schedule																								Total Sources		$   4,400,000		100%				$   4,400,000		100%

				Closing		148,975		25%		*Completion of real estate due diligence & operating agreement 

				100% Completion 		178,770		30%

				Part 3/Cost Certification		238,360		40%

				Tax Return/K1		29,795		5%

				FHTC Equity Investment		$   595,901		100%

				FHTC Equity 		$   595,901

				(-) Pay-in at Closing		$   (148,975)

				FHTC Equity to Bridge		$   446,926

				Advance Rate		95%

				FHTC Bridge Loan		$   424,579

																								Year		Equity 
Contributions		FHTC 
Delivery		2%		99%		5%		21%		Net
Benefit

																														Priority
Return		Cash
Flow		Put
Price		Exit
Tax*

																								1		(148,975)												(148,975)

																								2		(417,131)		165,528		2,980								(248,623)

																								3		(29,795)		165,528		11,322								147,055

																								4				165,528		11,918								177,446

																								5				165,528		11,918								177,446

																								6				165,528		11,918								177,446

																								Exit										29,795		31,897		61,692

																										$   (595,901)		$   827,640		$   50,056		$   - 0		$   29,795		$   31,897		$   343,486



																																				ROE		57.64%





HTC



				Acquisition		$   1,000,000		5%						Construction						Permanent

				Construction Costs		$   10,000,000		54%				Owner's Equity		$   2,885,920		16%				$   2,775,000		15%

				Soft Costs		$   4,500,000		24%				FHTC Equity		$   739,468		4%				$   2,957,873		16%

				Developer Fee		$   3,000,000		16%				FHTC Bridge Loan		$   2,107,484		11%				$   - 0		0%

				Total Development Costs		$   18,500,000		100%				Construction/Perm		$   12,000,000		65%				$   12,000,000		65%

												Deferred Developer Fee		$   767,128		4%				$   767,128		4%

				Development Costs		$   18,500,000						Total Sources		$   18,500,000		100%				$   18,500,000		100%

				Qualified Rehab Exp. (QRE)		$   17,575,000		95%

				FHTC %		20%

				Total FHTC		$   3,515,000

				Merc Community Partners		99%

				FHTC to Mercantile Bank		$   3,479,850

				Investment Rate		$   0.85

				FHTC Equity Investment		$   2,957,873

				Equity Pay-In Schedule

				Closing		739,468		25%

				100% Completion 		887,362		30%

				Part 3/Cost Certification		1,183,149		40%

				Tax Return/K1		147,894		5%

				FHTC Equity Investment		$   2,957,873		100%

				FHTC Equity 		$   2,957,873

				(-) Pay-in at Closing		$   (739,468)

				FHTC Equity to Bridge		$   2,218,404

				Advance Rate		95%

				FHTC Bridge Loan		$   2,107,484

																								Year		Equity 
Contributions		FHTC 
Delivery		2%		99%		5%		21%		Net
Benefit

																														Priority
Return		Cash
Flow		Put
Price		Exit
Tax*

																								1		(739,468)												(739,468)

																								2		(2,070,511)		695,970		14,789								(1,359,751)

																								3		(147,894)		695,970		56,200								604,276

																								4				695,970		59,157								755,127

																								5				695,970		59,157								755,127

																								6				695,970		59,157								755,127

																								Exit										147,894		26,381		174,274

																										$   (2,957,873)		$   3,479,850		$   248,461		$   - 0		$   147,894		$   26,381		$   944,713



																																				ROE		31.94%





LIHTC

														Construction						Permanent

				Acquisition		$   550,000		3%				Owner's Equity		$   - 0		0%				$   - 0		0%

				Construction Costs		$   12,000,000		73%				LIHTC Equity		$   1,897,910		12%				$   12,652,735		77%

				Soft Costs		$   1,975,000		12%				Construction/Perm Loan		$   12,504,824		76%				$   1,750,000		11%

				Operating Reserves		$   375,000		2%				Grant		$   1,500,000		9%				$   1,500,000		9%

				Developer Fee		$   1,500,000		9%				Deferred Developer Fee		$   497,265		3%				$   497,265		3%

				Total Development Costs		$   16,400,000		100%				Total Sources		$   16,400,000		100%				$   16,400,000		100%

				LIHTC Award (Annual)		$   1,480,000

				Total LIHTC (10 yrs)		$   14,800,000

				Merc Community Partners		99.99%

				LIHTC to Mercantile Bank		$   14,798,520

				Investment Rate		$   0.855

				LIHTC Equity Investment		$   12,652,735



				Equity Pay-In Schedule

				Closing		1,897,910		15%

				100% Completion 		4,428,457		35%

				Qualified Occupancy (Lease-Up)		5,693,731		45%

				Tax Return/K1		632,637		5%

				LIHTC Equity Investment		$   12,652,735		100%

																														Year		Equity 
Contributions		LIHTC
Delivery		Asset Mgmt
Fees		Pass 
Thru
 Losses		21%		Exit
Benefit		Net
Benefit

																																								Tax Benefit of Losses

																														1		(1,897,910)												(1,897,910)

																														2		(10,122,188)		1,193,774		5,000		(2,286,315)		480,126				(8,443,288)

																														3		(632,637)		1,479,852		5,150		(485,627)		101,982				954,347

																														4				1,479,852		5,305		(395,376)		83,029				1,568,185

																														5				1,479,852		5,464		(338,986)		71,187				1,556,503

																														6				1,479,852		5,628		(333,109)		69,953				1,555,432

																														7				1,479,852		5,796		(305,576)		64,171				1,549,819

																														8				1,479,852		5,970		(273,259)		57,384				1,543,207

																														9				1,479,852		6,149		(260,431)		54,691				1,540,692

																														10				1,479,852		6,334		(251,648)		52,846				1,539,032

																														11				1,479,852		6,524		(248,799)		52,248				1,538,624

																														12				286,078		6,720		(261,196)		54,851				347,649

																														13						6,921		(265,597)		55,775				62,697

																														14						7,129		(250,135)		52,528				59,657

																														15						7,343		(239,611)		50,318				57,661

																														16						7,563		(236,715)		49,710		1,306,274		1,363,548

																																(12,652,735)		14,798,520		92,995		(6,432,380)		1,350,800		1,306,274		4,895,854



																																										IRR		6.73%

																																		A				B		B - A

																																Credits
Earned		Cumulative Credits Earned		Credits
Taken		Cummulative Credits Taken		Recapture 
Risk

																														1		- 0		- 0		- 0		- 0		- 0

																														2		986,568		986,568		1,193,774		1,193,774		207,206

																														3		986,568		1,973,136		1,479,852		2,673,626		700,490

																														4		986,568		2,959,704		1,479,852		4,153,478		1,193,774

																														5		986,568		3,946,272		1,479,852		5,633,330		1,687,058

																														6		986,568		4,932,840		1,479,852		7,113,182		2,180,342

																														7		986,568		5,919,408		1,479,852		8,593,034		2,673,626

																														8		986,568		6,905,976		1,479,852		10,072,886		3,166,910

																														9		986,568		7,892,544		1,479,852		11,552,738		3,660,194

																														10		986,568		8,879,112		1,479,852		13,032,590		4,153,478

																														11		986,568		9,865,680		1,479,852		14,512,442		4,646,762

																														12		986,568		10,852,248		286,078		14,798,520		3,946,272

																														13		986,568		11,838,816		- 0		14,798,520		2,959,704

																														14		986,568		12,825,384		- 0		14,798,520		1,973,136

																														15		986,568		13,811,952		- 0		14,798,520		986,568

																														16		986,568		14,798,520				14,798,520		- 0

																																14,798,520				14,798,520

																																				Total LIHTC		14,798,520

																																				Equity Contributions		(12,652,735)

																																				Spread on Inv.		2,145,785		44%

																																				Benefit of Losses		1,350,800		28%

																																				Asset Mgmt Fee		92,955		2%

																																				Tax Impact at Exit		1,306,274		27%

																																				Total Benefit		4,895,814		100%





Sheet1

										24 - 36 months

										15 - 18 months				4-6 months		3 months 
(min.)		April - June for QO tax year		13 - 15 years (max)

										Construction		Completion		Qualified
Occupancy (QO)		Stabilized
Operations		Tax 
Return		Cash
Flow

								LIHTC Equity %		5%		40%		45%		9%		1%				100%





								Owner's Equity														$   - 0		0%

								LIHTC Equity		$   431,000		$   3,448,000		$   3,879,000		$   775,800		$   86,200				$   8,620,000		68%

								Perm Loan								$   2,250,000						$   2,250,000		18%

								Grant				$   1,000,000										$   1,000,000		8%

								Deferred Developer Fee												$   750,000		$   750,000		6%

								Construction Loan		$   10,539,000												$   10,539,000		84%

								      Repayment				$   (4,248,000)		$   (3,529,000)		$   (2,762,000)		$   - 0		$   - 0		$   (10,539,000)		-84%

								Total Sources		$   10,970,000		$   200,000		$   350,000		$   263,800		$   86,200		$   750,000		$   12,620,000		100%



								Acquisition		$   520,000												$   520,000		4%

								Construction Costs		$   9,500,000												$   9,500,000		75%

								Soft Costs		$   750,000												$   750,000		6%

								Tax Credit Costs		$   100,000												$   100,000		1%

								Reserves				$   100,000		$   150,000								$   250,000		2%

								Developer Fee		$   100,000		$   100,000		$   200,000		$   263,800		$   86,200		$   750,000		$   1,500,000		12%

								Total Uses		$   10,970,000		$   200,000		$   350,000		$   263,800		$   86,200		$   750,000		$   12,620,000		100%





Sheet2



																						Market Rents				Affordable Rents

				LIHTC Award (Annual)		$   1,480,000						Acquisition		$   550,000		3%				Owner's Equity		$   3,990,000		24%		$   247,265		2%

				Total LIHTC (10 yrs)		$   14,800,000						Construction Costs		$   12,000,000		73%				LIHTC Equity		$   - 0		0%		$   12,652,735		77%

				MCP %		99.99%						Soft Costs		$   1,975,000		12%				Construction/Perm Loan		$   10,660,000		65%		$   1,750,000		11%

				LIHTC to MCP		$   14,798,520						Operating Reserves		$   375,000		2%				Grant		$   1,000,000		6%		$   1,000,000		6%

				Investment Rate		$   0.855						Developer Fee		$   1,500,000		9%				Deferred Developer Fee		$   750,000		5%		$   750,000		5%

				LIHTC Equity Investment		$   12,652,735						Total Development Costs		$   16,400,000		100%				Total Sources		$   16,400,000		100%		$   16,400,000		100%













Claiming Tax Credits
FHTC State HTC - MI

How Allocated to Property Owners based 
on % share of profits

Allocated to Property Owners
OR

Assigned/Transferred/Sold

Who Individuals*
Corporations

Partners of passthrough entity
Estates and Trusts

*must be a real estate professional or have 
passive income

Individuals
Corporations

Partners of passthrough entity
Estates and Trusts

When 5 years, ratably after placed-in service
1 year carryback

20 years carryforward

1 year, after Tax Certificate issued
10 years carryforward

Non-refundable



Recapture Risk
FHTC State HTC - MI

Amount
Subject

5 - year credit reduced annually  
by 20%

1 year credit vests over a 5-year 
compliance period

Triggers • Historic character is altered

• Property is disposed or ceases 
to be “income-producing” 

• Change in partnership interest 
by more than 1/3 (sale, 
admission, foreclosure)

• Casualty loss (flood, tornado, 
fire)

• Part 3 approval revocation, 
including destruction of building

• Transfer of ownership of all or part 
of the building UNLESS the seller 
and SHPO enter into a written 
agreement providing assurance 
and title restriction requiring the 
property will remain historic for 
the 5-year compliance period



Syndication

Qualified Rehab Exp. (QRE) 3,825,000$    
FHTC % 20%
Total FHTC 765,000$        
FHTC Investor % 99%
FHTC to Investor 757,350$        
Investment Rate 0.70$               
FHTC Equity Investment 530,145$        

QRE 3,825,000$    
State HTC % 25%
State HTC 956,250$        
Investment Rate 0.85$               
State HTC Proceeds 812,813$        

FHTC State HTC - MI

Structure Equity Partnership Certificated / Transferrable 

Proceeds Capital contributed upon 
completion of milestones

(Pay-in Schedule)

Sale of credits with issuance of Tax 
Certificate

*Taxable income to seller

User Investor Purchaser

Pricing $0.60 - $0.85 $0.85 - $0.93

Recapture Risk Allocated along with the credits Remains with seller


HTC (2)

						Cost		Cost %		QRE %		QRE

				Acquisition		$   150,000		3%		0		$   - 0

				Construction Costs		$   3,000,000		68%		90%		$   2,700,000

				Soft Costs		$   1,000,000		23%		90%		$   900,000

				Developer Fee		$   250,000		6%		90%		$   225,000

				Total Development Costs		$   4,400,000		100%		87%		$   3,825,000

				Development Costs		$   4,400,000

				Qualified Rehab Exp. (QRE)		$   3,825,000		95%

				FHTC %		20%

				Total FHTC		$   765,000																								Construction						Permanent

				FHTC Investor %		99%																						Owner's Equity		$   663,605		15%				$   663,605		15%

				FHTC to Investor		$   757,350																						FHTC Equity		$   132,536		3%				$   530,145		12%

				Investment Rate		$   0.70																						State HTC Proceeds		$   - 0		0%				$   956,250		22%

				FHTC Equity Investment		$   530,145																						HTC Bridge Loan		$   1,353,859		31%				$   - 0		0%

																												Construction/Perm		$   2,100,000		48%				$   2,100,000		48%

				Equity Pay-In Schedule																								Deferred Developer Fee		$   150,000		3%				$   150,000		3%

				Closing		132,536		25%		*Completion of real estate due diligence & operating agreement 																		Total Sources		$   4,400,000		100%				$   4,400,000		100%

				100% Completion 		159,044		30%

				Part 3/Cost Certification		212,058		40%

				Tax Return/K1		26,507		5%

				FHTC Equity Investment		$   530,145		100%

				FHTC Equity 		$   530,145

				(-) Pay-in at Closing		$   (132,536)

				FHTC Equity to Bridge		$   397,609

				Advance Rate		95%

				FHTC Bridge Loan		$   377,728

																								Year		Equity 
Contributions



																								1		(132,536)

																								2		(371,102)		FHTC 
Delivery		2%		99%		5%		21%		Net
Benefit

																								3		(26,507)				Priority
Return		Cash
Flow		Put
Price		Exit
Tax*

																								4														(132,536)

																								5				151,470		2,651								(371,100)

																								6				151,470		10,073								(26,507)

																								Exit				151,470		10,603								- 0

																										$   (530,145)		151,470		10,603								154,121

																												151,470		10,603								161,543

																																		26,507		32,795		162,073

																												$   757,350		$   44,532		$   - 0		$   26,507		$   32,795		$   (52,407)



																																				ROE		-9.89%





HTC



				Acquisition		$   1,000,000		5%						Construction						Permanent

				Construction Costs		$   10,000,000		54%				Owner's Equity		$   2,885,920		16%				$   2,775,000		15%

				Soft Costs		$   4,500,000		24%				FHTC Equity		$   739,468		4%				$   2,957,873		16%

				Developer Fee		$   3,000,000		16%				FHTC Bridge Loan		$   2,107,484		11%				$   - 0		0%

				Total Development Costs		$   18,500,000		100%				Construction/Perm		$   12,000,000		65%				$   12,000,000		65%

												Deferred Developer Fee		$   767,128		4%				$   767,128		4%

				Development Costs		$   18,500,000						Total Sources		$   18,500,000		100%				$   18,500,000		100%

				Qualified Rehab Exp. (QRE)		$   17,575,000		95%

				FHTC %		20%

				Total FHTC		$   3,515,000

				Merc Community Partners		99%

				FHTC to Mercantile Bank		$   3,479,850

				Investment Rate		$   0.85

				FHTC Equity Investment		$   2,957,873

				Equity Pay-In Schedule

				Closing		739,468		25%

				100% Completion 		887,362		30%

				Part 3/Cost Certification		1,183,149		40%

				Tax Return/K1		147,894		5%

				FHTC Equity Investment		$   2,957,873		100%

				FHTC Equity 		$   2,957,873

				(-) Pay-in at Closing		$   (739,468)

				FHTC Equity to Bridge		$   2,218,404

				Advance Rate		95%

				FHTC Bridge Loan		$   2,107,484

																								Year		Equity 
Contributions		FHTC 
Delivery		2%		99%		5%		21%		Net
Benefit

																														Priority
Return		Cash
Flow		Put
Price		Exit
Tax*

																								1		(739,468)												(739,468)

																								2		(2,070,511)		695,970		14,789								(1,359,751)

																								3		(147,894)		695,970		56,200								604,276

																								4				695,970		59,157								755,127

																								5				695,970		59,157								755,127

																								6				695,970		59,157								755,127

																								Exit										147,894		26,381		174,274

																										$   (2,957,873)		$   3,479,850		$   248,461		$   - 0		$   147,894		$   26,381		$   944,713



																																				ROE		31.94%





LIHTC

														Construction						Permanent

				Acquisition		$   550,000		3%				Owner's Equity		$   - 0		0%				$   - 0		0%

				Construction Costs		$   12,000,000		73%				LIHTC Equity		$   1,897,910		12%				$   12,652,735		77%

				Soft Costs		$   1,975,000		12%				Construction/Perm Loan		$   12,504,824		76%				$   1,750,000		11%

				Operating Reserves		$   375,000		2%				Grant		$   1,500,000		9%				$   1,500,000		9%

				Developer Fee		$   1,500,000		9%				Deferred Developer Fee		$   497,265		3%				$   497,265		3%

				Total Development Costs		$   16,400,000		100%				Total Sources		$   16,400,000		100%				$   16,400,000		100%

				LIHTC Award (Annual)		$   1,480,000

				Total LIHTC (10 yrs)		$   14,800,000

				Merc Community Partners		99.99%

				LIHTC to Mercantile Bank		$   14,798,520

				Investment Rate		$   0.855

				LIHTC Equity Investment		$   12,652,735



				Equity Pay-In Schedule

				Closing		1,897,910		15%

				100% Completion 		4,428,457		35%

				Qualified Occupancy (Lease-Up)		5,693,731		45%

				Tax Return/K1		632,637		5%

				LIHTC Equity Investment		$   12,652,735		100%

																														Year		Equity 
Contributions		LIHTC
Delivery		Asset Mgmt
Fees		Pass 
Thru
 Losses		21%		Exit
Benefit		Net
Benefit

																																								Tax Benefit of Losses

																														1		(1,897,910)												(1,897,910)

																														2		(10,122,188)		1,193,774		5,000		(2,286,315)		480,126				(8,443,288)

																														3		(632,637)		1,479,852		5,150		(485,627)		101,982				954,347

																														4				1,479,852		5,305		(395,376)		83,029				1,568,185

																														5				1,479,852		5,464		(338,986)		71,187				1,556,503

																														6				1,479,852		5,628		(333,109)		69,953				1,555,432

																														7				1,479,852		5,796		(305,576)		64,171				1,549,819

																														8				1,479,852		5,970		(273,259)		57,384				1,543,207

																														9				1,479,852		6,149		(260,431)		54,691				1,540,692

																														10				1,479,852		6,334		(251,648)		52,846				1,539,032

																														11				1,479,852		6,524		(248,799)		52,248				1,538,624

																														12				286,078		6,720		(261,196)		54,851				347,649

																														13						6,921		(265,597)		55,775				62,697

																														14						7,129		(250,135)		52,528				59,657

																														15						7,343		(239,611)		50,318				57,661

																														16						7,563		(236,715)		49,710		1,306,274		1,363,548

																																(12,652,735)		14,798,520		92,995		(6,432,380)		1,350,800		1,306,274		4,895,854



																																										IRR		6.73%

																																		A				B		B - A

																																Credits
Earned		Cumulative Credits Earned		Credits
Taken		Cummulative Credits Taken		Recapture 
Risk

																														1		- 0		- 0		- 0		- 0		- 0

																														2		986,568		986,568		1,193,774		1,193,774		207,206

																														3		986,568		1,973,136		1,479,852		2,673,626		700,490

																														4		986,568		2,959,704		1,479,852		4,153,478		1,193,774

																														5		986,568		3,946,272		1,479,852		5,633,330		1,687,058

																														6		986,568		4,932,840		1,479,852		7,113,182		2,180,342

																														7		986,568		5,919,408		1,479,852		8,593,034		2,673,626

																														8		986,568		6,905,976		1,479,852		10,072,886		3,166,910

																														9		986,568		7,892,544		1,479,852		11,552,738		3,660,194

																														10		986,568		8,879,112		1,479,852		13,032,590		4,153,478

																														11		986,568		9,865,680		1,479,852		14,512,442		4,646,762

																														12		986,568		10,852,248		286,078		14,798,520		3,946,272

																														13		986,568		11,838,816		- 0		14,798,520		2,959,704

																														14		986,568		12,825,384		- 0		14,798,520		1,973,136

																														15		986,568		13,811,952		- 0		14,798,520		986,568

																														16		986,568		14,798,520				14,798,520		- 0

																																14,798,520				14,798,520

																																				Total LIHTC		14,798,520

																																				Equity Contributions		(12,652,735)

																																				Spread on Inv.		2,145,785		44%

																																				Benefit of Losses		1,350,800		28%

																																				Asset Mgmt Fee		92,955		2%

																																				Tax Impact at Exit		1,306,274		27%

																																				Total Benefit		4,895,814		100%





Sheet1

										24 - 36 months

										15 - 18 months				4-6 months		3 months 
(min.)		April - June for QO tax year		13 - 15 years (max)

										Construction		Completion		Qualified
Occupancy (QO)		Stabilized
Operations		Tax 
Return		Cash
Flow

								LIHTC Equity %		5%		40%		45%		9%		1%				100%





								Owner's Equity														$   - 0		0%

								LIHTC Equity		$   431,000		$   3,448,000		$   3,879,000		$   775,800		$   86,200				$   8,620,000		68%

								Perm Loan								$   2,250,000						$   2,250,000		18%

								Grant				$   1,000,000										$   1,000,000		8%

								Deferred Developer Fee												$   750,000		$   750,000		6%

								Construction Loan		$   10,539,000												$   10,539,000		84%

								      Repayment				$   (4,248,000)		$   (3,529,000)		$   (2,762,000)		$   - 0		$   - 0		$   (10,539,000)		-84%

								Total Sources		$   10,970,000		$   200,000		$   350,000		$   263,800		$   86,200		$   750,000		$   12,620,000		100%



								Acquisition		$   520,000												$   520,000		4%

								Construction Costs		$   9,500,000												$   9,500,000		75%

								Soft Costs		$   750,000												$   750,000		6%

								Tax Credit Costs		$   100,000												$   100,000		1%

								Reserves				$   100,000		$   150,000								$   250,000		2%

								Developer Fee		$   100,000		$   100,000		$   200,000		$   263,800		$   86,200		$   750,000		$   1,500,000		12%

								Total Uses		$   10,970,000		$   200,000		$   350,000		$   263,800		$   86,200		$   750,000		$   12,620,000		100%





Sheet2



																						Market Rents				Affordable Rents

				LIHTC Award (Annual)		$   1,480,000						Acquisition		$   550,000		3%				Owner's Equity		$   3,990,000		24%		$   247,265		2%

				Total LIHTC (10 yrs)		$   14,800,000						Construction Costs		$   12,000,000		73%				LIHTC Equity		$   - 0		0%		$   12,652,735		77%

				MCP %		99.99%						Soft Costs		$   1,975,000		12%				Construction/Perm Loan		$   10,660,000		65%		$   1,750,000		11%

				LIHTC to MCP		$   14,798,520						Operating Reserves		$   375,000		2%				Grant		$   1,000,000		6%		$   1,000,000		6%

				Investment Rate		$   0.855						Developer Fee		$   1,500,000		9%				Deferred Developer Fee		$   750,000		5%		$   750,000		5%

				LIHTC Equity Investment		$   12,652,735						Total Development Costs		$   16,400,000		100%				Total Sources		$   16,400,000		100%		$   16,400,000		100%












HTC (2)

						Cost		Cost %		QRE %		QRE

				Acquisition		$   150,000		3%		0		$   - 0

				Construction Costs		$   3,000,000		68%		90%		$   2,700,000

				Soft Costs		$   1,000,000		23%		90%		$   900,000

				Developer Fee		$   250,000		6%		90%		$   225,000

				Total Development Costs		$   4,400,000		100%		87%		$   3,825,000

				QRE		$   3,825,000		95%

				State HTC %		25%

				State HTC		$   956,250																								Construction						Permanent

				Investment Rate		$   0.85																						Owner's Equity		$   585,018		13%				$   559,109		15%

				State HTC Proceeds		$   812,813																						FHTC Equity		$   172,723		4%				$   690,891		16%

																												FHTC Bridge Loan		$   492,260		11%				$   - 0		0%

				FHTC Equity Investment		$   690,891																						Construction/Perm		$   3,000,000		68%				$   3,000,000		68%

																												Deferred Developer Fee		$   150,000		3%				$   150,000		3%

				Equity Pay-In Schedule																								Total Sources		$   4,400,000		100%				$   4,400,000		102%

				Closing		172,723		25%		*Completion of real estate due diligence & operating agreement 

				100% Completion 		207,267		30%

				Part 3/Cost Certification		276,356		40%

				Tax Return/K1		34,545		5%

				FHTC Equity Investment		$   690,891		100%

				FHTC Equity 		$   690,891

				(-) Pay-in at Closing		$   (172,723)

				FHTC Equity to Bridge		$   518,168

				Advance Rate		95%

				FHTC Bridge Loan		$   492,260

																								Year		Equity 
Contributions		FHTC 
Delivery		2%		99%		5%		21%		Net
Benefit

																														Priority
Return		Cash
Flow		Put
Price		Exit
Tax*

																								1		(172,723)												(172,723)

																								2		(483,623)		162,563		3,454								(317,606)

																								3		(34,545)		162,563		13,127								141,145

																								4				162,563		13,818								176,380

																								5				162,563		13,818								176,380

																								6				162,563		13,818								176,380

																								Exit										34,545		6,162		40,706

																										$   (690,891)		$   812,813		$   58,035		$   - 0		$   34,545		$   6,162		$   220,663



																																				ROE		31.94%





HTC



				Acquisition		$   1,000,000		5%						Construction						Permanent

				Construction Costs		$   10,000,000		54%				Owner's Equity		$   2,885,920		16%				$   2,775,000		15%

				Soft Costs		$   4,500,000		24%				FHTC Equity		$   739,468		4%				$   2,957,873		16%

				Developer Fee		$   3,000,000		16%				FHTC Bridge Loan		$   2,107,484		11%				$   - 0		0%

				Total Development Costs		$   18,500,000		100%				Construction/Perm		$   12,000,000		65%				$   12,000,000		65%

												Deferred Developer Fee		$   767,128		4%				$   767,128		4%

				Development Costs		$   18,500,000						Total Sources		$   18,500,000		100%				$   18,500,000		100%

				Qualified Rehab Exp. (QRE)		$   17,575,000		95%

				FHTC %		20%

				Total FHTC		$   3,515,000

				Merc Community Partners		99%

				FHTC to Mercantile Bank		$   3,479,850

				Investment Rate		$   0.85

				FHTC Equity Investment		$   2,957,873

				Equity Pay-In Schedule

				Closing		739,468		25%

				100% Completion 		887,362		30%

				Part 3/Cost Certification		1,183,149		40%

				Tax Return/K1		147,894		5%

				FHTC Equity Investment		$   2,957,873		100%

				FHTC Equity 		$   2,957,873

				(-) Pay-in at Closing		$   (739,468)

				FHTC Equity to Bridge		$   2,218,404

				Advance Rate		95%

				FHTC Bridge Loan		$   2,107,484

																								Year		Equity 
Contributions		FHTC 
Delivery		2%		99%		5%		21%		Net
Benefit

																														Priority
Return		Cash
Flow		Put
Price		Exit
Tax*

																								1		(739,468)												(739,468)

																								2		(2,070,511)		695,970		14,789								(1,359,751)

																								3		(147,894)		695,970		56,200								604,276

																								4				695,970		59,157								755,127

																								5				695,970		59,157								755,127

																								6				695,970		59,157								755,127

																								Exit										147,894		26,381		174,274

																										$   (2,957,873)		$   3,479,850		$   248,461		$   - 0		$   147,894		$   26,381		$   944,713



																																				ROE		31.94%





LIHTC

														Construction						Permanent

				Acquisition		$   550,000		3%				Owner's Equity		$   - 0		0%				$   - 0		0%

				Construction Costs		$   12,000,000		73%				LIHTC Equity		$   1,897,910		12%				$   12,652,735		77%

				Soft Costs		$   1,975,000		12%				Construction/Perm Loan		$   12,504,824		76%				$   1,750,000		11%

				Operating Reserves		$   375,000		2%				Grant		$   1,500,000		9%				$   1,500,000		9%

				Developer Fee		$   1,500,000		9%				Deferred Developer Fee		$   497,265		3%				$   497,265		3%

				Total Development Costs		$   16,400,000		100%				Total Sources		$   16,400,000		100%				$   16,400,000		100%

				LIHTC Award (Annual)		$   1,480,000

				Total LIHTC (10 yrs)		$   14,800,000

				Merc Community Partners		99.99%

				LIHTC to Mercantile Bank		$   14,798,520

				Investment Rate		$   0.855

				LIHTC Equity Investment		$   12,652,735



				Equity Pay-In Schedule

				Closing		1,897,910		15%

				100% Completion 		4,428,457		35%

				Qualified Occupancy (Lease-Up)		5,693,731		45%

				Tax Return/K1		632,637		5%

				LIHTC Equity Investment		$   12,652,735		100%

																														Year		Equity 
Contributions		LIHTC
Delivery		Asset Mgmt
Fees		Pass 
Thru
 Losses		21%		Exit
Benefit		Net
Benefit

																																								Tax Benefit of Losses

																														1		(1,897,910)												(1,897,910)

																														2		(10,122,188)		1,193,774		5,000		(2,286,315)		480,126				(8,443,288)

																														3		(632,637)		1,479,852		5,150		(485,627)		101,982				954,347

																														4				1,479,852		5,305		(395,376)		83,029				1,568,185

																														5				1,479,852		5,464		(338,986)		71,187				1,556,503

																														6				1,479,852		5,628		(333,109)		69,953				1,555,432

																														7				1,479,852		5,796		(305,576)		64,171				1,549,819

																														8				1,479,852		5,970		(273,259)		57,384				1,543,207

																														9				1,479,852		6,149		(260,431)		54,691				1,540,692

																														10				1,479,852		6,334		(251,648)		52,846				1,539,032

																														11				1,479,852		6,524		(248,799)		52,248				1,538,624

																														12				286,078		6,720		(261,196)		54,851				347,649

																														13						6,921		(265,597)		55,775				62,697

																														14						7,129		(250,135)		52,528				59,657

																														15						7,343		(239,611)		50,318				57,661

																														16						7,563		(236,715)		49,710		1,306,274		1,363,548

																																(12,652,735)		14,798,520		92,995		(6,432,380)		1,350,800		1,306,274		4,895,854



																																										IRR		6.73%

																																		A				B		B - A

																																Credits
Earned		Cumulative Credits Earned		Credits
Taken		Cummulative Credits Taken		Recapture 
Risk

																														1		- 0		- 0		- 0		- 0		- 0

																														2		986,568		986,568		1,193,774		1,193,774		207,206

																														3		986,568		1,973,136		1,479,852		2,673,626		700,490

																														4		986,568		2,959,704		1,479,852		4,153,478		1,193,774

																														5		986,568		3,946,272		1,479,852		5,633,330		1,687,058

																														6		986,568		4,932,840		1,479,852		7,113,182		2,180,342

																														7		986,568		5,919,408		1,479,852		8,593,034		2,673,626

																														8		986,568		6,905,976		1,479,852		10,072,886		3,166,910

																														9		986,568		7,892,544		1,479,852		11,552,738		3,660,194

																														10		986,568		8,879,112		1,479,852		13,032,590		4,153,478

																														11		986,568		9,865,680		1,479,852		14,512,442		4,646,762

																														12		986,568		10,852,248		286,078		14,798,520		3,946,272

																														13		986,568		11,838,816		- 0		14,798,520		2,959,704

																														14		986,568		12,825,384		- 0		14,798,520		1,973,136

																														15		986,568		13,811,952		- 0		14,798,520		986,568

																														16		986,568		14,798,520				14,798,520		- 0

																																14,798,520				14,798,520

																																				Total LIHTC		14,798,520

																																				Equity Contributions		(12,652,735)

																																				Spread on Inv.		2,145,785		44%

																																				Benefit of Losses		1,350,800		28%

																																				Asset Mgmt Fee		92,955		2%

																																				Tax Impact at Exit		1,306,274		27%

																																				Total Benefit		4,895,814		100%





Sheet1

										24 - 36 months

										15 - 18 months				4-6 months		3 months 
(min.)		April - June for QO tax year		13 - 15 years (max)

										Construction		Completion		Qualified
Occupancy (QO)		Stabilized
Operations		Tax 
Return		Cash
Flow

								LIHTC Equity %		5%		40%		45%		9%		1%				100%





								Owner's Equity														$   - 0		0%

								LIHTC Equity		$   431,000		$   3,448,000		$   3,879,000		$   775,800		$   86,200				$   8,620,000		68%

								Perm Loan								$   2,250,000						$   2,250,000		18%

								Grant				$   1,000,000										$   1,000,000		8%

								Deferred Developer Fee												$   750,000		$   750,000		6%

								Construction Loan		$   10,539,000												$   10,539,000		84%

								      Repayment				$   (4,248,000)		$   (3,529,000)		$   (2,762,000)		$   - 0		$   - 0		$   (10,539,000)		-84%

								Total Sources		$   10,970,000		$   200,000		$   350,000		$   263,800		$   86,200		$   750,000		$   12,620,000		100%



								Acquisition		$   520,000												$   520,000		4%

								Construction Costs		$   9,500,000												$   9,500,000		75%

								Soft Costs		$   750,000												$   750,000		6%

								Tax Credit Costs		$   100,000												$   100,000		1%

								Reserves				$   100,000		$   150,000								$   250,000		2%

								Developer Fee		$   100,000		$   100,000		$   200,000		$   263,800		$   86,200		$   750,000		$   1,500,000		12%

								Total Uses		$   10,970,000		$   200,000		$   350,000		$   263,800		$   86,200		$   750,000		$   12,620,000		100%





Sheet2



																						Market Rents				Affordable Rents

				LIHTC Award (Annual)		$   1,480,000						Acquisition		$   550,000		3%				Owner's Equity		$   3,990,000		24%		$   247,265		2%

				Total LIHTC (10 yrs)		$   14,800,000						Construction Costs		$   12,000,000		73%				LIHTC Equity		$   - 0		0%		$   12,652,735		77%

				MCP %		99.99%						Soft Costs		$   1,975,000		12%				Construction/Perm Loan		$   10,660,000		65%		$   1,750,000		11%

				LIHTC to MCP		$   14,798,520						Operating Reserves		$   375,000		2%				Grant		$   1,000,000		6%		$   1,000,000		6%

				Investment Rate		$   0.855						Developer Fee		$   1,500,000		9%				Deferred Developer Fee		$   750,000		5%		$   750,000		5%

				LIHTC Equity Investment		$   12,652,735						Total Development Costs		$   16,400,000		100%				Total Sources		$   16,400,000		100%		$   16,400,000		100%













Syndication

Owner's Equity 657,042$     15% 657,042$     15%
FHTC Equity 132,536$     3% 530,145$     12%
State HTC Proceeds -$               0% 812,813$     18%
HTC Bridge Loan 1,210,422$ 28% -$               0%
Construction/Perm 2,250,000$ 51% 2,250,000$ 51%
Deferred Developer Fee 150,000$     3% 150,000$     3%
Total Sources 4,400,000$ 100% 4,400,000$ 100%

Construction Permanent

Closing 132,536              25% Completion of real estate due diligence & operating agreement 
100% Completion 159,044              30%
NPS Part 3 / Cost Certification 212,058              40% Certification of Completed Work
Tax Return/K1 26,507                 5%
FHTC Equity Investment 530,145$            100%

Equity Pay-In Schedule


HTC (2)

						Cost		Cost %		QRE %		QRE

				Acquisition		$   150,000		3%		0		$   - 0

				Construction Costs		$   3,000,000		68%		90%		$   2,700,000

				Soft Costs		$   1,000,000		23%		90%		$   900,000

				Developer Fee		$   250,000		6%		90%		$   225,000

				Total Development Costs		$   4,400,000		100%		87%		$   3,825,000

				Development Costs		$   4,400,000

				Qualified Rehab Exp. (QRE)		$   3,825,000		95%

				FHTC %		20%

				Total FHTC		$   765,000																								Construction						Permanent

				FHTC Investor %		99%																						Owner's Equity		$   657,042		15%				$   657,042		15%

				FHTC to Investor		$   757,350																						FHTC Equity		$   132,536		3%				$   530,145		12%

				Investment Rate		$   0.70																						State HTC Proceeds		$   - 0		0%				$   812,813		18%

				FHTC Equity Investment		$   530,145																						HTC Bridge Loan		$   1,210,422		28%				$   - 0		0%

																												Construction/Perm		$   2,250,000		51%				$   2,250,000		51%

				Equity Pay-In Schedule																								Deferred Developer Fee		$   150,000		3%				$   150,000		3%

				Closing		132,536		25%		*Completion of real estate due diligence & operating agreement 																		Total Sources		$   4,400,000		100%				$   4,400,000		100%

				100% Completion 		159,044		30%

				Part 3/Cost Certification		212,058		40%

				Tax Return/K1		26,507		5%

				FHTC Equity Investment		$   530,145		100%

				FHTC Equity 		$   530,145

				(-) Pay-in at Closing		$   (132,536)

				FHTC Equity to Bridge		$   397,609

				Advance Rate		95%

				FHTC Bridge Loan		$   377,728

																								Year		Equity 
Contributions



																								1		(132,536)

																								2		(371,102)		FHTC 
Delivery		2%		99%		5%		21%		Net
Benefit

																								3		(26,507)				Priority
Return		Cash
Flow		Put
Price		Exit
Tax*

																								4														(132,536)

																								5				151,470		2,651								(371,100)

																								6				151,470		10,073								(26,507)

																								Exit				151,470		10,603								- 0

																										$   (530,145)		151,470		10,603								154,121

																												151,470		10,603								161,543

																																		26,507		32,795		162,073

																												$   757,350		$   44,532		$   - 0		$   26,507		$   32,795		$   (52,407)



																																				ROE		-9.89%





HTC



				Acquisition		$   1,000,000		5%						Construction						Permanent

				Construction Costs		$   10,000,000		54%				Owner's Equity		$   2,885,920		16%				$   2,775,000		15%

				Soft Costs		$   4,500,000		24%				FHTC Equity		$   739,468		4%				$   2,957,873		16%

				Developer Fee		$   3,000,000		16%				FHTC Bridge Loan		$   2,107,484		11%				$   - 0		0%

				Total Development Costs		$   18,500,000		100%				Construction/Perm		$   12,000,000		65%				$   12,000,000		65%

												Deferred Developer Fee		$   767,128		4%				$   767,128		4%

				Development Costs		$   18,500,000						Total Sources		$   18,500,000		100%				$   18,500,000		100%

				Qualified Rehab Exp. (QRE)		$   17,575,000		95%

				FHTC %		20%

				Total FHTC		$   3,515,000

				Merc Community Partners		99%

				FHTC to Mercantile Bank		$   3,479,850

				Investment Rate		$   0.85

				FHTC Equity Investment		$   2,957,873

				Equity Pay-In Schedule

				Closing		739,468		25%

				100% Completion 		887,362		30%

				Part 3/Cost Certification		1,183,149		40%

				Tax Return/K1		147,894		5%

				FHTC Equity Investment		$   2,957,873		100%

				FHTC Equity 		$   2,957,873

				(-) Pay-in at Closing		$   (739,468)

				FHTC Equity to Bridge		$   2,218,404

				Advance Rate		95%

				FHTC Bridge Loan		$   2,107,484

																								Year		Equity 
Contributions		FHTC 
Delivery		2%		99%		5%		21%		Net
Benefit

																														Priority
Return		Cash
Flow		Put
Price		Exit
Tax*

																								1		(739,468)												(739,468)

																								2		(2,070,511)		695,970		14,789								(1,359,751)

																								3		(147,894)		695,970		56,200								604,276

																								4				695,970		59,157								755,127

																								5				695,970		59,157								755,127

																								6				695,970		59,157								755,127

																								Exit										147,894		26,381		174,274

																										$   (2,957,873)		$   3,479,850		$   248,461		$   - 0		$   147,894		$   26,381		$   944,713



																																				ROE		31.94%





LIHTC

														Construction						Permanent

				Acquisition		$   550,000		3%				Owner's Equity		$   - 0		0%				$   - 0		0%

				Construction Costs		$   12,000,000		73%				LIHTC Equity		$   1,897,910		12%				$   12,652,735		77%

				Soft Costs		$   1,975,000		12%				Construction/Perm Loan		$   12,504,824		76%				$   1,750,000		11%

				Operating Reserves		$   375,000		2%				Grant		$   1,500,000		9%				$   1,500,000		9%

				Developer Fee		$   1,500,000		9%				Deferred Developer Fee		$   497,265		3%				$   497,265		3%

				Total Development Costs		$   16,400,000		100%				Total Sources		$   16,400,000		100%				$   16,400,000		100%

				LIHTC Award (Annual)		$   1,480,000

				Total LIHTC (10 yrs)		$   14,800,000

				Merc Community Partners		99.99%

				LIHTC to Mercantile Bank		$   14,798,520

				Investment Rate		$   0.855

				LIHTC Equity Investment		$   12,652,735



				Equity Pay-In Schedule

				Closing		1,897,910		15%

				100% Completion 		4,428,457		35%

				Qualified Occupancy (Lease-Up)		5,693,731		45%

				Tax Return/K1		632,637		5%

				LIHTC Equity Investment		$   12,652,735		100%

																														Year		Equity 
Contributions		LIHTC
Delivery		Asset Mgmt
Fees		Pass 
Thru
 Losses		21%		Exit
Benefit		Net
Benefit

																																								Tax Benefit of Losses

																														1		(1,897,910)												(1,897,910)

																														2		(10,122,188)		1,193,774		5,000		(2,286,315)		480,126				(8,443,288)

																														3		(632,637)		1,479,852		5,150		(485,627)		101,982				954,347

																														4				1,479,852		5,305		(395,376)		83,029				1,568,185

																														5				1,479,852		5,464		(338,986)		71,187				1,556,503

																														6				1,479,852		5,628		(333,109)		69,953				1,555,432

																														7				1,479,852		5,796		(305,576)		64,171				1,549,819

																														8				1,479,852		5,970		(273,259)		57,384				1,543,207

																														9				1,479,852		6,149		(260,431)		54,691				1,540,692

																														10				1,479,852		6,334		(251,648)		52,846				1,539,032

																														11				1,479,852		6,524		(248,799)		52,248				1,538,624

																														12				286,078		6,720		(261,196)		54,851				347,649

																														13						6,921		(265,597)		55,775				62,697

																														14						7,129		(250,135)		52,528				59,657

																														15						7,343		(239,611)		50,318				57,661

																														16						7,563		(236,715)		49,710		1,306,274		1,363,548

																																(12,652,735)		14,798,520		92,995		(6,432,380)		1,350,800		1,306,274		4,895,854



																																										IRR		6.73%

																																		A				B		B - A

																																Credits
Earned		Cumulative Credits Earned		Credits
Taken		Cummulative Credits Taken		Recapture 
Risk

																														1		- 0		- 0		- 0		- 0		- 0

																														2		986,568		986,568		1,193,774		1,193,774		207,206

																														3		986,568		1,973,136		1,479,852		2,673,626		700,490

																														4		986,568		2,959,704		1,479,852		4,153,478		1,193,774

																														5		986,568		3,946,272		1,479,852		5,633,330		1,687,058

																														6		986,568		4,932,840		1,479,852		7,113,182		2,180,342

																														7		986,568		5,919,408		1,479,852		8,593,034		2,673,626

																														8		986,568		6,905,976		1,479,852		10,072,886		3,166,910

																														9		986,568		7,892,544		1,479,852		11,552,738		3,660,194

																														10		986,568		8,879,112		1,479,852		13,032,590		4,153,478

																														11		986,568		9,865,680		1,479,852		14,512,442		4,646,762

																														12		986,568		10,852,248		286,078		14,798,520		3,946,272

																														13		986,568		11,838,816		- 0		14,798,520		2,959,704

																														14		986,568		12,825,384		- 0		14,798,520		1,973,136

																														15		986,568		13,811,952		- 0		14,798,520		986,568

																														16		986,568		14,798,520				14,798,520		- 0

																																14,798,520				14,798,520

																																				Total LIHTC		14,798,520

																																				Equity Contributions		(12,652,735)

																																				Spread on Inv.		2,145,785		44%

																																				Benefit of Losses		1,350,800		28%

																																				Asset Mgmt Fee		92,955		2%

																																				Tax Impact at Exit		1,306,274		27%

																																				Total Benefit		4,895,814		100%





Sheet1

										24 - 36 months

										15 - 18 months				4-6 months		3 months 
(min.)		April - June for QO tax year		13 - 15 years (max)

										Construction		Completion		Qualified
Occupancy (QO)		Stabilized
Operations		Tax 
Return		Cash
Flow

								LIHTC Equity %		5%		40%		45%		9%		1%				100%





								Owner's Equity														$   - 0		0%

								LIHTC Equity		$   431,000		$   3,448,000		$   3,879,000		$   775,800		$   86,200				$   8,620,000		68%

								Perm Loan								$   2,250,000						$   2,250,000		18%

								Grant				$   1,000,000										$   1,000,000		8%

								Deferred Developer Fee												$   750,000		$   750,000		6%

								Construction Loan		$   10,539,000												$   10,539,000		84%

								      Repayment				$   (4,248,000)		$   (3,529,000)		$   (2,762,000)		$   - 0		$   - 0		$   (10,539,000)		-84%

								Total Sources		$   10,970,000		$   200,000		$   350,000		$   263,800		$   86,200		$   750,000		$   12,620,000		100%



								Acquisition		$   520,000												$   520,000		4%

								Construction Costs		$   9,500,000												$   9,500,000		75%

								Soft Costs		$   750,000												$   750,000		6%

								Tax Credit Costs		$   100,000												$   100,000		1%

								Reserves				$   100,000		$   150,000								$   250,000		2%

								Developer Fee		$   100,000		$   100,000		$   200,000		$   263,800		$   86,200		$   750,000		$   1,500,000		12%

								Total Uses		$   10,970,000		$   200,000		$   350,000		$   263,800		$   86,200		$   750,000		$   12,620,000		100%





Sheet2



																						Market Rents				Affordable Rents

				LIHTC Award (Annual)		$   1,480,000						Acquisition		$   550,000		3%				Owner's Equity		$   3,990,000		24%		$   247,265		2%

				Total LIHTC (10 yrs)		$   14,800,000						Construction Costs		$   12,000,000		73%				LIHTC Equity		$   - 0		0%		$   12,652,735		77%

				MCP %		99.99%						Soft Costs		$   1,975,000		12%				Construction/Perm Loan		$   10,660,000		65%		$   1,750,000		11%

				LIHTC to MCP		$   14,798,520						Operating Reserves		$   375,000		2%				Grant		$   1,000,000		6%		$   1,000,000		6%

				Investment Rate		$   0.855						Developer Fee		$   1,500,000		9%				Deferred Developer Fee		$   750,000		5%		$   750,000		5%

				LIHTC Equity Investment		$   12,652,735						Total Development Costs		$   16,400,000		100%				Total Sources		$   16,400,000		100%		$   16,400,000		100%













Syndication - Federal
• Structure: single entity or 

master tenant
• Investment Rate
• Equity Pay-in Schedule %
• Priority Return 
• Asset Management Fees
• Tax Credit Adjusters
• Developer Fees
• Cash Flow and Tax 

Distributions 
• Reserves & Contingencies 
• Other real estate due 

diligence requirements

Project
(Property Owner/Borrower)

Sponsor
Managing Member

Investor, LLC
Investor Member

Bank
Lender

Developer

Tenants

1% Credits & 
Cash Flow

99% Credits 
& Cash Flow

Rent 
Payments

Debt Service 
Payments

Loan 
Proceeds

Developer
Fee

Tax Credit
Equity



Syndication - Federal

Development Costs 15,000,000$     4,400,000$      1,000,000$       
Qualified Rehab Exp. (QRE) 13,500,000$     3,825,000$      900,000$          
FHTC % 20% 20% 20%
Total FHTC 2,700,000$        765,000$          180,000$          
FHTC Investor % 99% 99% 99%
FHTC to Investor 2,673,000$        757,350$          178,200$          
Investment Rate 0.80$                   0.70$                 0.60$                  
FHTC Equity Investment 2,138,400$        530,145$          106,920$          

Investor Legal (60,000)$             (60,000)$           (60,000)$           
Accounting (10,000)$             (10,000)$           (10,000)$           
Investor Priority Return 2% (213,840)$          (53,015)$           (10,692)$           
Put Option 5% (106,920)$          (26,507)$           (5,346)$              
Net Benefit to Project 1,747,640$        380,623$          20,882$             
Effective Investment Rate 0.65$                  0.50$                 0.12$                 



When to get MCP involved?
• Never too early!
• Can be too late (after C of O)
• Closing lead time ranges from 90 – 120+ days
• Most importantly…. a strong TEAM assembled

 Sponsor / Developer / Guarantor 
 Historic Consultant

 Environmental Consultant

 General Contractor

 Architect

 Attorney

 Accountant

 Investor 

 Lender

 Title Company

 Insurance 



Underwriting Info Needed
Proforma 
• Source/use, unit mix, cash flow

Construction
• Budget, schedule, plans & specs

• GC resume/experience and financial 
statements

• Architect resume/experience 

Property Management
• Resume/experience, # units under 

management

Developer/Guarantor
• Personal/corporate financial statements and 

tax returns

• Global real estate schedule & contingent 
liabilities

Project Organizational Chart

Development team members

Market study and/or appraisal

Term sheets from financing sources

FHTC: Part 1 and Part 2 approvals

Environmental reports

Incentives Documentation

• Tax abatement, PILOT, grants, OPRA, etc.



Lessons Learned 
• Set realistic (conservative) timing expectations

• Understand that “issues” will arise during the closing due diligence 
process, and take the issues with stride

• Historic rehabs involving tax credits and incentives will be more 
involved than a new build

• Get to know your potential tax credit investor – we are a partner. 

• If your lender and investor are not a related entity, introduce the 
parties as soon as possible



Types of Financing Incentives
• Tax Credits
• Grants – no repayment, taxable income
• Long-term and/or forgivable loans 
• Tax Increment Financing (TIF)

• Captures portion of increased property taxes and reimbursed over time

• Property Tax Abatement
• Payment in Lieu of Taxes (PILOT) 
• Obsolete Property Rehabilitation Act (OPRA)
• Neighborhood Enterprise Zones (NEZ)

• Michigan Economic Development Corporation (MEDC)
• Michigan State Housing Development Authority (MSHDA)



Annex Building
Sault Ste. Marie, MI Project Overview

Rehab of the Sault Polyclinic Building into 11 affordable 
apartment units.

Total Development Cost $4,200,000

Permanent Loan $800,000

Owner’s Equity $643,000

MSHDA Missing Middle Grant $869,000

MEDC CRP Grant $1,363,000

DDA Funds $10,000

FHTC Equity $515,000

FHTC Calc

QRE $3,430,000

Tax Credit % 20%

Total FHTC $686,000

Investment Rate $0.75



Bonstelle Theater
Detroit, MI Project Overview

Redevelopment of Temple Beth El into an event and 
performance space.

Total Development Cost $9,000,000

State of Michigan Grant $5,000,000

Owner’s Equity $2,784,000

FHTC Equity $1,216,600

FHTC Calc

QRE $7,700,000

Tax Credit % 20%

Total FHTC $1,540,000

Investment Rate $0.79



Walter French Building
Lansing, MI Project Overview

Phase 2 of the historic rehabilitation of former school 
building into a mixed-use office and childcare center.

Total Development Cost $10,000,000

Permanent Loan $700,000

Owner’s Equity $612,000

State LEO Grant $2,500,000

MEDC RAP Funds $5,000,000

FHTC Equity $1,188,000

FHTC Calc

QRE $8,250,000

Tax Credit % 20%

Total FHTC $1,650,000

Investment Rate $0.72



Oddfellows Building
Midland, MI Project Overview

Redevelopment of historic building formerly used as a hotel, 
retail and office space, and lodging for members of the 
Oddfellows Professional fraternity into a mixed-use 
development with three retail spaces and five market-rate 
apartment units.

Total Development Cost $4,200,000
Permanent Loan $1,000,000

Owner’s Equity $1,285,000

MEDC RAP Grant $1,400,000

FHTC Equity $515,000

FHTC Calc

QRE $3,575,000

Tax Credit % 20%

Total FHTC $715,000

Investment Rate $0.72
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