
‘New’ Approach to Make Small Historic 
Tax Credit Invesments Easier
BRAD STANHOPE, ASSIGNMENT EDITOR  NOVOGRADAC & COMPANY LLP

When Maine Farmland Trust sought a federal 
historic tax credit (HTC) investor for its plan 
to convert a 1898 school house into the Unity 

Food Hub in Unity, Maine, it faced a familiar problem: The 
transaction seemed too small for investors.

“It’s sort of a standing rule in many businesses–scale is 
important,” said John Leith-Tetrault, founding president 
of the National Trust Community Investment Corporation 
(NTCIC) and chairman of the Historic Tax Credit Coalition 
(HTCC). “[A large investment] spreads transaction costs 
over a larger budget. A smaller project’s transaction costs 
are higher relative to the value of the credit. You have to 
ask if it’s worth it.”

Maine Farmland Trust, a small nonprofit corporation, 
eventually teamed up with the MainStreet America Fund, 
a new fund that specializes in small HTC projects, on 
the $1.2 million transaction. The approach was simple: 
standardized forms and little negotiation–possibly a 
template for future success.

Tom Boccia, a partner in Novogradac & Company LLP’s 
Cleveland office, said it’s always more difficult to get 
investors for smaller deals. “If there’s a $5 million deal 
and a $1 million deal, it takes the same amount of effort,” 
he said. “There are a lot of fixed transaction costs that go 
into it.”

Transaction costs aren’t the only difficulty with smaller 
HTCs. “When you’re dealing with smaller deals, for many 
developers, it’s a one-off or their first deal,” said Shawn 
Whitney, an attorney with Spencer Faine in Springfield, 
Mo., who worked with the MainStreet America Fund on 
its legal forms and plan. “They don’t understand why they 
need so many projections and other things. They might 
not have relationships with sophisticated accountants and 
lawyers. It’s a steep learning curve.”

There are financial complications, too. “When you have 
a larger developer, it probably has the strength to get 
conventional bank financing,” said John Panno, senior vice 
president of tax credit equity at Bank of America. “Smaller 
deals often have eight to 10 financial sources, so there is a 
lot more going on–government agencies, foundations and 
more. Smaller deals require just as much due diligence by 
the investor.”

New Look at a System
MainStreet America Fund hopes to change the small 
HTC paradigm by emphasizing simplicity. “This whole 
firm was created for small deals,” said Michael Chesler, 
the fund’s owner. “We set up every process for it. It was 
by design.” The fund created what Chesler calls “an 
expedited, streamlined process on a volume basis. We 
have a set of legal documents that are fixed and proven,” 
he said. “We can tell the developer what it is and what 
to expect, which allows them to close the deal quickly 
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with little negotiations. We’re confident in our set of legal 
documents, we’re so confident that it won’t require a tax 
opinion.”

It’s an aggressive approach using a familiar formula.

“All of us who have had small-deal funds have followed 
this approach,” Leith-Tetrault said. But Leith-Tetrault 
said the simplicity of standard forms doesn’t solve all the 
difficulties with smaller HTCs. “NTCIC has dedicated 
parts of its new markets allocation to small Main Street 
Deals that twin the new markets tax credits with historic 
tax credits,” Leith-Tetrault said. “[Large investors] aren’t 
really interested in doing them. We will have to find a local 
bank or civic-minded corporation that has a community 
commitment. We’ll have to go out there and find them 
and educate these investors on two different credits.”

MainStreet America Fund’s solution is simple: it acts as 
the investor and it reduces expenses. “There are ways to 
mitigate costs and make the closing smoother,” Whitney 
said. “First is communication with the developer, investor 
and lender. In a small deal, you can’t negotiate every line. 
Some are nonnegotiable. We’ve tried to come up with 
fundamentally fair documents. Maybe they’re not as 
investor-friendly as you could negotiate, but they’re fair.”

Making It Happen in Maine
Maine Farmland Trust is a believer after funding its food 
hub, which provides a central location for farmers to bring 
their produce for resale to restaurants. LouAnna Perkins, 
senior legal counsel for the Maine Farmland Trust, 
encouraged the group to pursue HTCs partly because 
she had experience working with new markets tax credits 
(NMTCs) and knew it was a way for the nonprofit to help 
cover its cost. She was unaware of the difficulties involved 
in getting HTC financing as a smaller property until she 
began looking for investors.

“I scoured the country, doing research and calling people,” 
Perkins said. “I worked hard to find anybody.” By the time 
she had narrowed it down to a few potential investors, 
the hub was less than two months from opening. Perkins 
reached an agreement with MainStreet America.

“They were going to keep the credits themselves, but they 
were a nonprofit and needed every penny they could get. 
I flew up there and we did the deal,” Chesler said. “It was 

the kind of deal no one in the right mind would do. But 
it’s the iconic deal. No one else would do it.”

Perkins said her organization was committed to use 
the Maine state HTC, which is available to nonprofit 
developers. “But having a federal investor use tax credits 
really lifted our ceiling,” she said. “We got three to four 
times the benefit.” The Unity Food Hub held its grand 
opening Oct. 1.

Focus on Smaller Deals
Chesler’s fund is unusual. While many major HTC 
investors have a small-deal branch, his group deals 
exclusively with smaller transactions.

“As far as I know, we’re the only small deals fund,” said 
Chesler. “We go as low as we can go–down to $200,000 
or $250,000 federal credits. Most projects costs are $1 
million to $15 million.”

While MainStreet America Fund focuses exclusively on 
the small deals, the big boys in the investment world 
remain interested. Panno said that Bank of America still 
seeks smaller deals, often because they often are in crucial 
communities, particularly Community Reinvestment 
Areas (CRAs).

Panno said there are ways that developers can make 
things easier when dealing with larger institutions. 

“When a smaller developer gets into a project, it can come 
to us with a solid due-diligence package,” Panno said. “I 
think it’s a good idea to ask ahead of time for a checklist 
and the come with the information in hand. You supply 
the bank with what it needs and realize there’s not going 
to be a lot of negotiation. The bank isn’t going to overreach 
as it wants to keep doing smaller deals in a streamlined 
process.”

Long-Term Success?
The long-term viability of the MainStreet America Fund 
plan comes down to finances. “I’d think that if you can do 
a high volume, you can make money,” Leith-Tetrault said. 

“If you can get volume going and have a low overhead, you 
can do it.”

Chesler said it was too early to see if it’s working. “The 
fund really started to work in the first quarter of this year, 
so it’s only been about six months,” Chesler said. “We 
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closed three deals and are about to close a couple more. 
We’ll see how successful we are.”

Leith-Tetrault also said small deal funds are ideal for 
mission-driven organizations. “If you’re just in it for profit, 
it’s a tough row to hoe,” Leith-Tetrault said. “It’s hard to 
do it as a standalone line of business unless it’s about the 
mission or you can manage to achieve a high volume.”

Chesler said he has already seen other funds duplicating 
his efforts–even using the same structure. “It’s a form of 
flattery, I guess,” he said. “Whether it will be a big switch 
or not, time will tell. It’s a competitive business.”

Whitney, the man responsible for most of the company’s 
forms and legal strategy, thinks the approach will work. 

“I think funds that specialize in small deals make it easier,” 
Whitney said. “They have relationships with accountants, 
lawyers and have systems in place. That can lead to 
longevity. There’s definitely a niche in the marketplace for 
it.”

Time will tell whether an approach such as MainStreet 
America Fund’s will fill that niche. ;

Novogradac Journal of Tax Credits 

 

Decem
ber 2015

3

HISTORIC TAX CREDITS



ADVISORY BOARD
LOW-INCOME HOUSING TAX CREDITS
Bud Clarke BOSTON FINANCIAL INVESTMENT MANAGEMENT

Jana Cohen Barbe DENTONS

Tom Dixon BOSTON CAPITAL

Rick Edson HOUSING CAPITAL ADVISORS INC.

Richard Gerwitz CITI COMMUNITY CAPITAL

Rochelle Lento DYKEMA GOSSETT PLLC

John Lisella U.S. BANCORP COMMUNITY DEV. CORP.

Philip Melton BELLWETHER ENTERPRISE

Thomas Morton PILLSBURY WINTHROP SHAW PITTMAN LLP

Mary Tingerthal MINNESOTA HOUSING FINANCE AGENCY

Rob Wasserman U.S. BANCORP COMMUNITY DEV. CORP.
 

PROPERTY COMPLIANCE
Michael Kotin KAY KAY REALTY

Michael Snowdon HIGHRIDGE COSTA HOUSING PARTNERS

Gianna Solari SOLARI ENTERPRISES INC.

Kimberly Taylor HOUSING DEVELOPMENT CENTER

 

HOUSING AND URBAN DEVELOPMENT
Flynann Janisse RAINBOW HOUSING

Ray Landry DAVIS-PENN MORTGAGE CO.

Denise Muha NATIONAL LEASED HOUSING ASSOCIATION

Monica Sussman NIXON PEABODY LLP
 

NEW MARKETS TAX CREDITS
Frank Altman COMMUNITY REINVESTMENT FUND

Merrill Hoopengardner ADVANTAGE CAPITAL

Scott Lindquist DENTONS

Matthew Philpott U.S. BANCORP COMMUNITY DEV. CORP.

Matthew Reilein JPMORGAN CHASE BANK NA

Ruth Sparrow FUTURES UNLIMITED LAW PC

Elaine DiPietro ENTERPRISE COMMUNITY INVESTMENT INC.
 

HISTORIC TAX CREDITS
Jason Korb CAPSTONE COMMUNITIES

John Leith-Tetrault NATIONAL TRUST COMM. INVESTMENT CORP.

Bill MacRostie MACROSTIE HISTORIC ADVISORS LLC

John Tess HERITAGE CONSULTING GROUP
 

RENEWABLE ENERGY TAX CREDITS
Bill Bush BORREGO SOLAR

Ben Cook SOLARCITY CORPORATION

Jim Howard DUDLEY VENTURES

Forrest Milder NIXON PEABODY LLP

EDITORIAL BOARD
PUBLISHER 

Michael J. Novogradac, CPA

EDITORIAL DIRECTOR

Alex Ruiz

TECHNICAL EDITORS

Michael G. Morrison, CPA
James R. Kroger, CPA
Owen P. Gray, CPA

Thomas Boccia, CPA
Daniel J. Smith, CPA

 

COPY
ASSIGNMENT EDITOR

Brad Stanhope

SENIOR WRITER               STAFF WRITER

Teresa Garcia Mark O’Meara

EDITORIAL ASSISTANT 

Elizabeth Orfin

CONTRIBUTING WRITERS

Tamara Forman
Joyce Hsia
Peter Lawrence
Bill MacRostie

Forrest Milder
Charles A. Rhuda III
John Tess

 

ART
CARTOGRAPHER

David R. Grubman

PRODUCTION

Alexandra Louie
James Matuszak

Jesse Barredo

 

CONTACT
CORRESPONDENCE AND EDITORIAL SUBMISSIONS

Alex Ruiz
alex.ruiz@novoco.com
415.356.8088

ADVERTISING INQUIRIES

Carol Hough
carol.hough@novoco.com
415.356.8040

EDITORIAL MATERIAL IN THIS PUBLICATION IS FOR INFORMATIONAL PURPOSES ONLY AND SHOULD NOT 
BE CONSTRUED OTHERWISE.

ADVICE AND INTERPRETATION REGARDING THE LOW-INCOME HOUSING TAX CREDIT OR ANY OTHER 
MATERIAL COVERED IN THIS PUBLICATION CAN ONLY BE OBTAINED FROM YOUR TAX ADVISOR.

© Novogradac & Company LLP
2015 All rights reserved.

ISSN 2152-646X

Reproduction of this publication in whole or in part in any form without written permission from the publisher is prohibited by law.

w
w

w.novoco.com
 

 Decem
ber 2015

4

CREDITS


