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New Market Tax Credits
§

The Federal New Market Tax Credit (“NMTC”) program
was designed to encourage investments in, and loans
to, companies willing to locate businesses in lowincome communities.

§

NMTCs are credits against U.S. federal income taxes.
The NMTC Investors which contribute capital to a
community development entity (“CDE”) receive NMTCs
equal to 39% of their investment.
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New Market Tax Credits (cont’d)
The U.S. Treasury annually awards NMTC authority to
various CDEs through a competitive application process.
There are over 50 CDEs which include Georgia within their
service territory.
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Reduces Financing Costs
§

The NMTC program mostly has been used to reduce
the cost of financing for a Borrower’s new facility in a
low-income community. The NMTC program is not a
loan guaranty program.

§

Utilizing NMTCs provides the bank a return from the
NMTCs that results in a lower interest rate charged by
the bank to the Borrower.
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Reduces Financing Costs (cont’d)
§

Assume that the Borrower wishes to establish a $30
million manufacturing facility in Georgia (the “Project”),
for which a bank, having underwritten the credit risk, is
willing to make a loan of $20 million for the Project and
that the Borrower will obtain the remaining $10 million
for equity or other sources.

§

Furthermore, assume that the bank would be willing to
make a $20 million loan to the Borrower for 7+ years at
7% interest without regard to the availability of NMTCs
for the Project.
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Reduces Financing Costs (cont’d)
§

The same bank through its affiliated CDE can qualify for
$7.8 million of NMTCs which the bank can utilize to
reduce its federal income taxes.

§

By making the loan through a CDE and receiving $7.8
million of value through reduced taxes, the effective
interest rate to the Borrower for the loan could be
reduced from 7% without NMTCs to approximately 2%
with NMTCs.
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Public Infrastructure Assistance
There are also a number of financing and grant
sources for public infrastructure improvements
necessary to support the Project, such as water
towers, railroad sidings, water or waste water
treatment plants and roads.
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Basic Leveraged Loan Structure
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Enterprise Zones
Georgia Law allows a City or County to grant a limited
property tax abatement for property in an “Enterprise
Zone" that will be used to create job opportunities.
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Georgia Code Section 36-88-8(a)
Property Tax Exemption
Qualifying business and service enterprises may be exempt from
state, county, and municipal ad valorem taxes not to exceed the
following 10 year schedule:
§
§
§
§
§

One hundred percent of the property taxes shall be exempt for the first
five years;
Eighty percent of the property taxes shall be exempt for the next two
years;
Sixty percent of the property taxes shall be exempt for the next year;
Forty percent of the property taxes shall be exempt for the next year;
and
Twenty percent of the property taxes shall be exempt for the last year.
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Additional Incentives for Enterprise
Zones

Georgia Code Section 36-88-9(a) permits exemption or
abatement from local occupation taxes, regulatory fees,
building inspection fees and other fees that would
otherwise be imposed on a business.
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State Support in Georgia
The Georgia Department of Economic Development’s
website provides good summaries of State Incentives at
www.georgia.org.

The Georgia Department of Community Affairs’ (“DCA”)
website provides a good summary of Georgia Incentives
information and searchable data bases at www.dca.ga.gov.
The following list of Enterprise Zones and contact
information is an example.
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Enterprise Zones in Georgia
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Bond for Title Structure

Bond-for-Title Bond

Principal & Interest

Development
Authority

Lease

Company

Lease Rent
Land, Buildings &
Equipment
(the “Project”)
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Sale – Lease Back Transaction
§
§
§

The Company pays rent to the Development Authority.
The Company receives payments of principal and
interest as Bondholder.
The Lease will include an Option provision under which
the Company can tender, the Bond to the Development
Authority as payment for the “purchase” of the Project.
The Development Authority would then transfer the
Project to the Company. The Bond would be cancelled.
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Property Tax Implications
§

Development Authorities are exempt from Tax,
including Georgia Property Tax

§

However, Georgia Property Tax applies to a Lessee’s
“Estate for Years” or “Leasehold.”

§

For income tax and financial reporting purposes, the
Lessee in a Bond-for-Title structure is treated as the
Owner of the Project
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Valuation of Leasehold/Estate for Years
of Taxpayer/Lessee
Lease Year

Valuation of Lessee’s Leasehold

Year 1

0% of Fair Market Value

Year 2

10% of Fair Market Value

Year 3

20% of Fair Market Value

Year 4

30% of Fair Market Value

Year 5

40% of Fair Market Value
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Lease Year

Valuation of Lessee’s Leasehold

Year 6

50% of Fair Market Value

Year 7

60% of Fair Market Value

Year 8

70% of Fair Market Value

Year 9

80% of Fair Market Value

Year 10

90% of Fair Market Value

Year 11

100% of Fair Market Value
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Historic Property Tax Credit
and the Brownfield Property
Tax Abatement
Brooke Frankel Dickerson, Arnall Golden Gregory LLP

Georgia Historic Property Tax Credit
Program
Rehabilitated Historic Property
§ qualifying for the Georgia Register of Historic Places
§ is being or has been substantially rehabilitated that
increases the FMV
§ meets the DNR rehabilitation standards
§ is certified by the DNR as eligible for preferential
assessment
§ limited to 2 acres
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Real Property Tax Credit
Preliminary: The county board of tax assessors will freeze the
assessed value of the Rehabilitated Historic Property for 2 years
during which the property owner must complete the
rehabilitation.
The tax savings, the difference between the property taxes that
would have been owed and the taxes that were paid, are deferred
until the DNR certifies that the property in fact qualifies as a
Rehabilitated Historic Property. If not certified, the deferred taxes
must be paid.
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Real Property Tax Credit (cont’d)
Final: Once certified, the property assessment value will be
frozen at
§

§

for the first 8 years, the greater of the acquisition cost of the
property or the appraised FMV when preliminary certification was
received, and
for year 9, the earlier preferential value plus ½ the difference
between such preferential value and the current FMV.
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Georgia Brownfield Property Tax
Abatement Program
§

To encourage the assessment and clean up of
Brownfield properties

§

Became law 2003

§

Freezes the fair market value of property tax appraisal
after clean up to the value of the property prior to clean
up, until all the tax savings are equal to the eligible
brownfield costs incurred.
i.e. method to recoup (almost) all Brownfield costs!
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Preferential Tax Treatment Of
Brownfield Property
OCGA 48-5-7.6(a)(1)
“Brownfield Property” means tangible real property where:
§ there has been a Release,
§ EPD has approved and not revoked the CAP or the CSR,
§ EPD has issued and not revoked a limitation of liability certificate,
and
§ EPD has certified eligible costs of remediation.
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Preferential Tax Treatment Of
Brownfield Property (cont’d)
TAX BASIS
OCGA Section 48-5-2(3)(F)
“Fair Market Value of Brownfield Property” means the lesser of
the acquisition cost of the property or the fair market value of the
property at the time of the Brownfield application,f for 10 years
unless disqualified sooner. This amount is also referred to as the
“taxable base.”

OCGA Section 48-5-7.6(2)
The preferential classification and assessment of brownfield
property shall apply to all qualifying real property including any
subsequent improvements.
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Preferential Tax Treatment Of
Brownfield Property (cont’d)
OCGA Section 48-5-7.6(d)(3), (e) and (f)
This “preferential” tax treatment is provided for 10 consecutive years
unless
§ the taxpayer requests,
§ the sale or transfer of ownership to a person not subject to property
taxation or making the property exempt from property taxation, except
a sale or transfer to any authority, including a development
authority, a urban redevelopment agency or a housing authority,
§ revocation of a LOL, or
§

the tax savings accrued on the property equals the eligible
brownfield costs certified by EPD.
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Calculation of the Benefit
§

“Tax Savings” means the difference between the
amount of taxes paid on the taxable base and the
taxes that would otherwise be due on the current
fair market value of the qualified brownfield property.
Meaning the fair market value of the property if it were
not a brownfield property

§

Tax savings run with the qualified brownfield property
regardless of title transfer and are available until the
brownfield property is disqualified or the 10 years
expires.
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Calculation of the Benefit (cont’d)
“Eligible Brownfield Costs” means costs incurred that are directly
related to the receipt of a limitation of liability (“LOL”) under the
Georgia Brownfields Act, that are NOT Ineligible Costs.
“Ineligible Costs” means
§
§
§
§
§
§
§
§

purchase or maintenance of equipment unless directly related to the
LOL or that was a total loss due to the activities required for the LOL,
materials or supplies not specifically needed to obtain the LOL,
salaries and expenses normally incurred to operate the property,
medical expenses
legal expenses,
expenses not directly related to receipt of a LOL,
claims or damages filed by third parties for a new release,
costs from releases after the purchase of the brownfield property
resulting from a violation of law,

© 2016. Arnall Golden Gregory LLP

29

“Ineligible Costs” (cont’d)
§
§
§
§

purchases of property,
construction costs,
costs to maintain institutional controls, and
costs to establish, maintain or demonstrate financial
assurance.
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EPD Certification
The EPD must certify the eligible brownfield costs prior to
submittal to the tax authority, and can only be submitted for
certification once for each assessment or remediation.
EPD’s decision is appealable.
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Survival
A qualified brownfield property may be transferred or leased
and continue to receive preferential tax treatment if

§

the transferee complies with the tax code and the
ongoing activities required to maintain the LOL, and

§

the transferee and the transferor notify the local taxing
authority of the transfer no later than 90 days after the
transfer

© 2016. Arnall Golden Gregory LLP

32

Survival (cont’d)
A qualified brownfield property may be subdivided into smaller
parcels and continue to receive preferential tax treatment if
§

the transferee meets all other requirements for a transfer,

§

the transferee and transferor jointly submit a sworn affidavit stating
the eligible brownfield costs being transferred to the subdivided
property and a request to establish the new taxable base of the
transferred property and reestablish the taxable base for the
retained property

§

Subdivision of property does not restart, reset or otherwise
lengthen the period for preferential tax treatment (10 years).
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Penalties
§

If the taxpayer fails to abide by the CAP, a penalty will be
imposed, applicable to the entire tract which is the subject of
the special classification.

§

The penalty will be twice the tax savings for each completed
or partially completed year of the preferential period.

§

The penalties and interest constitute a lien against the
property.
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Example of Brownfield Tax Abatement
Purchase Price of Contaminated Property (Frozen Value)

$1,000

Taxes Paid

$10

Eligible Brownfield Costs

$375

FMV of Improved Property (Post-cleanup)

$10,000

Taxes that would be Owed

$100

Tax Savings

$90

Year 1

Pay $10

Remaining Eligible Costs: $285

Year 2

Pay $10

Remaining Eligible Costs: $195

Year 3

Pay $10

Remaining Eligible Costs: $105

Year 4

Pay $10

Remaining Eligible Costs: $15

Year 5

Pay $85 ($100 - $15)

Remaining Eligible Costs:

© 2016. Arnall Golden Gregory LLP
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$0

Issues to Consider
1. How to classify vapor intrusion assessment and
mitigation?
2. How to maximize “eligible brownfield costs”?
3. When to apply to the tax authority and begin preferential
treatment?
4. How to maximize various incentive benefits?

© 2016. Arnall Golden Gregory LLP

36

Synchronization of Bond for Title and
Brownfield Incentives
§

Brownfield Tax Abatement program specifically allows for
transfer to a development authority.

§

Tax Savings calculated on the taxes that
thatwould
wouldotherwise
otherwise
be due on the current fair market value.

§

The taxes that would otherwise be due are determined
under the Bond For Title arrangement:
– the fair market value at acquisition (unimproved) until the CO is
issued, then for example the taxes on the leasehold, e.g. 50% of
the fee value in year 1; 55% of the fee value in year 2, etc.
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For more information:
John L. Gornall, Jr.
john.gornall@agg.com
404.873.8650

Brooke Frankel Dickerson
brooke.dickerson@agg.com
404.873.8632
www.agg.com

All Rights Reserved. This presentation is intended to provide general information on various regulatory and
legal issues. It is NOT intended to serve as legal advice or counsel on any particular situation or
circumstance.
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Brownfield Clean-Up Revolving
Loan Fund And Related Incentives
Kent Spencer, Invest Atlanta

August 25, 2016

MISSION
To advance Atlanta’s global
competitiveness by growing
a strong economy, building
vibrant communities and
increasing economic
prosperity for all Atlantans.

Economic	
  Development	
  
• Qualiﬁed	
  501(c)3,	
  Lease	
  Purchase,	
  and	
  Industrial	
  Development	
  
Bonds	
  
• Small	
  business	
  loan	
  programs	
  
• Business	
  retenEon,	
  expansion,	
  creaEon	
  and	
  aGracEon	
  acEviEes	
  

Housing	
  Finance	
  
• MulEfamily	
  housing	
  revenue	
  bonds	
  
• Single	
  family	
  mortgage	
  revenue	
  bonds	
  
• Down-‐payment	
  and	
  mortgage	
  assistance	
  	
  

Neighborhood	
  Development	
  
•Tax	
  AllocaEon	
  Districts	
  
•New	
  Markets	
  Tax	
  Credits	
  
•Property	
  Assessed	
  Clean	
  Energy,	
  EB-‐5	
  Foreign	
  Investment	
  

ECONOMIC
DEVELOPMENT WINS
MOMENTUM

Investment: $313M | Jobs 3,600

Investment: $9.6M | Jobs 1,266

Investment:
Jobs 200
City n$50M
the |move

Investment: $1.35M | Jobs 200

Investment: $70M | Jobs 250

Investment: $25M | Jobs 150

Investment: $1.6M | Jobs 110

Investment: $1.6M | Jobs 110

Investment: $20.05M | Jobs 900

Investment: $20.05M | Jobs 900

Investment: $11.7M | Jobs 800

Tax Allocation Districts (TADs)

How TADs Work

$ AV

2016

2041

Tax Allocation Districts
Development Authority
• “Redevelopment
Powers
Amendment” (O.C.G.A. TITLE 36
Chapter 44)

• Powers include:
– Tax increment financing
– Ability to issue debt
(bonds)
– Eminent domain (upon
the authority of the City)

Tax Allocation District
• Identify need
• Adopt a
Redevelopment Plan
• Est. potential costs
• Set assessed value
base
• Governments/districts
can opt in or out
– City
– County
– School District

Tax Allocation Districts
Eligible Costs
•

•

•

Capital costs, including:
– Public works improvements
– Construction/renovation/rehabilitation
– Demolition
– Acquisition of equipment
– Site preparation
Professional services
– Architects, planners, engineers, lawyers,
etc.
Real property assembly

Investment Criteria!
•

“But for” Test

TAD Objectives

TAD Accomplishments!
!
$582	
  Million	
  in	
  TAD	
  bonds	
  issued	
  
$500	
  Million	
  in	
  TAD	
  investments	
  
$3.3	
  Billion	
  in	
  direct	
  private	
  investment	
  leveraged	
  
(not	
  including	
  BeltLine)	
  	
  
TAD	
  property	
  values	
  have	
  grown	
  8	
  /mes	
  faster	
  	
  
than	
  non-‐TAD	
  property	
  values	
  in	
  the	
  City	
  

Active Initiatives

Westside Initiatives: 2013-Current
Community Improvement Fund!

Westside Land Assembly!

Infrastructure Improvement!

46	
  Projects	
  Closed	
  
$25.4	
  Million	
  in	
  TAD	
  Investment	
  
Leveraging	
  $194,000,000	
  

Downtown Façade
Improvement Grant!

Community Improvement Fund
Quest

Hagar CTM

Lindsay Street Park
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Façade Improvement Fund

Westside	
  TAD	
  
$2	
  Million	
  approved	
  by	
  the	
  Board	
  
$1,271,000	
  awarded	
  to	
  9	
  projects	
  
5	
  projects	
  closed	
  

Eastside	
  TAD	
  
$3	
  Million	
  approved	
  by	
  the	
  Board	
  
$909,000	
  available	
  to	
  uElize	
  
$745,000	
  awarded	
  to	
  12	
  projects	
  
10	
  projects	
  closed	
  

Catalytic Projects
• Large-scale real estate projects ($5.0 million min.)
• Upfront grant for 5%-15% of eligible projects costs
• Significant impact to neighborhood
	
  

Post Centennial Park

FlatironCity

• $1.5 million
Westside TAD
grant
• $12 million project
• 38,000 sf
entrepreneur hub
• February 2016
completion

Castleberry Park
	
  

•
•
•
•

$4.35 million Westside TAD grant
$95 million project
438 multifamily units/44 workforce units (@ 80% AMI)
February 8, 2016 groundbreaking

• $4.2 million Westside TAD
grant
• $72 million project
• 200-room Hard Rock Hotel
• 125 multifamily units/22
workforce units (@ 80%
AMI)

Westside Stabilization/Land Assembly
• Initiative seeks to stabilize the neighborhoods of Vine City and English Avenue by
acquiring vacant, blighted properties within strategic areas
• Collaborative effort with the Problem Properties Task Force and Arthur M. Blank Family
Foundation
• $3 million in Westside TAD funds approved to be deployed and leveraged with private
and philanthropic dollars

• Created GIS-based online
map and database of over
530 properties

• 63 Properties under
contract

• 45 Properties closed
(21 Invest Atlanta/24 AMBFF)

Initiatives!

Commercial Corridor TADs!

§ Opportunity Zones !
• $3,500 tax credit/job!
• Application for 22 new zones, 9 zones
approved (2,532 acres)!

§ Fresh Food Initiative!
• Collaborate with other orgs. to bring fresh food
to food deserts!
• $2.0 M project min. (vs. $5.0 M)!

§ Livable Centers Initiative (LCI)!
• Partnership with ARC, CoA, & local businesses
to create plans!
• Designation prioritizes area for regional
transportation funding!
• 5 LCIs!
• Active LCI Studies!
• Stadium Neighborhoods!
• Campbellton Road/Ft. McPherson !

Hollowell	
  /	
  M	
  L	
  King	
  
Stadium	
  
Neighborhoods	
  

Campbellton	
  Road	
  
Metropolitan	
  
Parkway	
  

Eastside TAD
Funded Projects!
§ 1,439 residential units
• 32% affordable

133,000 retail sq. ft.
266,000 office sq. ft.
102 hotel rooms
2,400 structured parking
Memorial Drive Greenway

§
§
§
§
§

Recent	
  Accomplishments!
§
§

Atlanta Streetcar extension
study
Downtown Façade
Improvement Grant Program

Eastside TAD
Bond Funding
• 2005 Bond ($47.5 million)
– Bond indenture

The Reynolds

Oakland Park

TWELVE Centennial

30 Allen Plaza

Tribute Lofts

Renaissance Walk

• Pledged all increment to
outstanding bond
• Growing reserve account

• 2016 Bond refunding ($38
million)
– $10 million in interest savings
– $50+ million reserve funds

Capitol Gateway

Redevelopment Opportunities

Background
•
•
•
•

$900 M infrastructure backlog
City passed $250 M infrastructure bond
Improve credit rating and reserves
City has whole or partial control of
significant real estate assets
– Sale proceeds
– Property tax generation

Significant Real Estate Assets
•
•
•
•
•
•

Atlanta Civic Center (20 acres)
Underground Atlanta (10 acres)
Fort McPherson (488 acres)
Turner Field (70 acres)
Morris Brown College (20 acres)
Multimodal Passenger Terminal (119 acres)

700+ acres of redevelopment

Kent Spencer, Manager of Business Retention & Expansion
kspencer@investatlanta.com
404-614-8329
Cell (313) 617-1198
Jennifer Fine, Vice President, Neighborhood Development
jfine@investatlanta.com
404-614-8282
Chris Leutzinger, Real Estate Development Director,
Neighborhood Development
cleutzinger@investatlanta.com
404-614-8330

