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TOOLS FOR REVITALIZATION

ast winter’s Georgia Supreme Court ruling could have
La billion-dollar negative impact on redevelopment
efforts of Georgia cities and counties. In recent years,
communities statewide have seen a revolution in revital-
ization of downtowns and blighted arcas. But in mid-
February, Georgia’s high court ruled that education rev-
enues cannot be used for redevelopment. This ruling cut
in half the amount of funding available via a tool called a
Tax Allocation District (TAD) that has been used to fund
this revitalization.

On the last day of this year’s session, Georgia’s Gen-
eral Assembly passed legislation that gives voters the
right to vote this November and decide whether to
allow school boards to invest

It’s worth noting that the bonds issued to pay for
TAD projects are normally paid oft in a much shorter
period than 20 years, some in less than 10 years; so the
deferred property taxes start tlowing back to government
much sooner. The Georgia Supreme Court ruling is a real
setback for redevelopment all over Georgia, including the
Beltline Project in Atlanta. Even if the November refer-
endum passes, it would be well into 2009 before school
money is available.

A city of Smyrna project for Jonquil Village, a run-down
1950s-era shopping center, has been put on hold because
school money backed $13 million of the $26 million cffort.
Similar stories are being played out all over our state.
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Developers can obtain up front, low interest bonds pro-
vided by government and use the funds to pay for infra-
structure and building costs. Taxes begin when the bonds
are paid off, typically much sooner than 20 years.

It’s a great deal for everyone, because a developer
might not normally risk building in a run-down part of
town. Local governments and schools win, because they
aren’t getting any tax revenue from the blighted arca
anyway.

Atfter the development is built, the value of property
around the TAD project is increased and provides new tax
revenue. Run-down areas usually have high crime rates
and other sitnations that put a strain on a community’s
social and police services. The new project all but elimi-
nates this concern, because the people who move into the
refurbished neighborhood are middle-income citizens
who pay taxes.

There have been critics who say that some TADs are
nothing more than welfare for developers, since many of
the areas in question could be remade without deferred
taxes. They believe that schools should not have to go 20
years without being able to receive taxes from the
improved property.
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According to the Marietta Daily Journal, Smyrna
Mayor Max Bacon says he is still 100 percent behind
Jonquil Village. “We’ll figure it out. It might take us a lit-
tle longer but maybe it will turn out to be a better proj-
ect,” he said.

Bacon is right. There are other incentives communities
can use to attract business for developers who are looking
to expand or locate within a blighted area.

One plan is to create Enterprise Zones, or areas des-
ignated by city or county governments — not school sys-
tems — where developers or businesses are eligible for cer-
tain tax incentives for job creation and capital investment
in the community. Incentives could include a 10-year
graduated tax abatement or delay of city or county prop-
erty taxes.

Additional incentives would include capping or elimi-
nating other government fees including building permits
and annual business license fees for a period of time.

Most important, those agreeing to develop or expand
in the zone would be eligible for low interest develop-
ment authority bonds, which are tax-exempt.

Another idea is to create Community Improvement
Districts or CIDs, where a segment of the community
agrees to tax itself additional dollars over and above city
and county needs. The additional tax revenue goes into




a pool controlled by the CID and
can be used to fund road projects
and other ecconomic development
projects.

If a CID is to clean up a blighted
area, property located nearby needs
to be more valuable. Many times
CID funds can be matched with local,
state and federal government money
to help jump-start a project. In Cobb
County, two CIDs, the Town Center
and Cumberland Community Im-
provement Districts, have been res-
ponsible for many road improve-
ments that otherwise wouldn’t have
occurred.

Governments can also create a
Growth Fund that provides gap
financing to qualified businesses by
supplementing traditional commer-
cial bank loans with additional low
interest loans that help a small busi-
ness expand.

The state of Georgia has many
economic development incentives
available. Local governments can
partner with the state to offer job
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creation tax credits and free training
along with development authoritics’
low-interest, tax-free bond financing,.

Meanwhile, TADs are still viable,
even while developers await the vot-
ers’ decision and action from next
year’s legislative session. The court
ruling only addressed the school tax
portion of the incentive. Smyrna’s
Jonquil Village project — and others
— may still work. (‘,1

Neely Young is editor in chief and
publisher of Georgia Trend. Contfact
him via email at publisher@georgia-
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Georgialrend

IS LOOKING FOR THE

BEST PLACES TO WORK

IN GEORGIA,
AND WE'D LIKE OUR READERS
TO HELP US FIND THEM

VISIT OUR WEBSITE AT
WWW.GEORGIATREND.COM
TO FIND OUT HOW TO NOMINATE
YOUR COMPANY

WE'LL PUBLISH OUR LIST
OF TOP EMPLOYERS IN THE
NOVEMBER 2008 ISSUE

Deadline for nominations is Monday, July 7

www.georglairend.com | JUNE 2008 | 15




