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Grounded in Real-World Conditions,
Backed up by Insightful Research and Analysis

Our goal is to help clients maximize the benefits of their economic development and real estate activities
within five core capability areas:

1.

2
3
4.
5

Real Estate Markets

Development Economics

Public Financing/Tax Increment Financing
Economic Impacts

Housing Analysis

Informed, Insightful, Innovative
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KB Advisory Services Recent Work
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KB Advisory Services TAD Services

* For Cities and Counties * For Private Clients

e Explore feasibility and potential of e Explore feasibility and potential
TADs and other programs of TAD for their land/project

* Prepare TAD Redevelopment Plans e Prepare TAD Applications

e Advise on TAD approval and e Advise on TAD approval and
negotiation process negotiation process

e Review and advise on TAD e Economic & Fiscal Impact
applications Studies

e Economic & Fiscal Impact Studies

www.kbagroup.com



TAD 101

TAD as Incentive

- Why offer incentives?

« To achieve a desired outcome that is not
(currently) supported by normal market
conditions.

www.kbagroup.com



TAD 101

What is a TAD?

e A Tax Allocation District (TAD) is a
mechanism to recirculate current or
future tax revenues within a designated
site or district back into that district to
incentivize or catalyze investment and
development.

e Most states call it TIF —Tax Increment
Financing

e TADs are “invisible” to property owners.
All the action takes place behind the
scenes in the County Assessor’s office.

www.kbagroup.com



TAD 101

Legal Status

- TADs are authorized in Georgia under the
Redevelopment Powers Act, Chapter 44, Title 36
of the Georgia Code

- Future property taxes from new development
and future growth are used fund redevelopment
infrastructure.

- TADs and TAD incentives are NOT:
« Property tax abatements
« CIDs or Special Service Districts
- New Taxes

www.kbagroup.com



TAD 101

Public Incentives

A City or County can use TAD funds in several ways:

- Fund area-wide infrastructure and investment to
make an area more marketable or catalyze
development/redevelopment;

- Incentivize projects order to help that project become
financially feasible.

- TADs can provide “but for” funding needed to make
difficult redevelopment projects feasible.

« Support planning/political/policy priorities that would
not (currently) be supported by normal market
conditions.

www.kbagroup.com



TAD 101
TAD District Typologies

Where?

Area-wide

Project-Specific

www.kbagroup.com

Why?

Infrastructure

Incentive

How?

Bond

Pay-as-you-go
/Loan



TAD 101

Where are TADs most effective?

* Locations where property values are
stagnant/ declining due to condition of
buildings/ lack of investment ;

 Strategic locations in a community that
are growing at a less than optimal rate
due to high site development costs,
market conditions, site challenges or a
lack of public infrastructure;

www.kbagroup.com

e Redevelopment focus areas with new
mixed-use or higher-density nodes to
diversify the types of residential and
employment centers;

e Catalytic public improvements in order
to stimulate or manage growth.



TAD 101

How it works

www.kbagroup.com



TAD 101

Revenue
Flows

Revenues of a retail
property inside of | Revenue to TAD
a City TAD Fund

N

www.kbagroup.com

Incremental
TAD-Eligible Real

Property Taxes

Base
TAD-Eligible Real
Property Taxes

Other Real
Property Taxes
(Outside TAD)

Personal /
Inventory
Property Taxes

Sales Taxes

Hotel/Motel Taxes

“Halo Effects”
Revenue to Taxing
Jurisdictions:

 City
* Schools
* County

* Georgia




TAD 101

Legal Constraints on the use of TAD funding.

Georgia Code S 36-44-3 state that redevelopment costs eligible for TAD funding may
include any one or more of the following:

A. Capital costs

B. Financing costs

c. Professional service costs

D. Administrative costs

E. Relocation costs ... for persons or businesses displaced

F. Organizational costs, including ... studies

G. Payments to a political subdivision or board of education in lieu of taxes (AKA PILOT

www.kbagroup.com
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TAD 101

The three-way test for TAD

A ‘blighted or distressed area’ is an
area that is experiencing one of more
conditions of blight as evidenced by:

4

[...] structures, buildings, or improvements
that by reason of dilapidation;
deterioration; age; obsolescence [...] are
detrimental to the public health, safety,
morals, or welfare;

substandard, vacant, deteriorated, or
deteriorating structures, [...] the
predominance of a defective or
inadequate street layout, or transportation
facilities; [...]

Evidence of pervasive poverty [...]

Adverse effects [...] impairing the
redevelopment of the area; or

conditions which [...] impair the sound
growth of the community and retard the
provision of housing accommodations or
employment opportunities;

www.kbagroup.com

A ‘deteriorating area’ is an area that is
experiencing physical or economic decline or
stagnation as evidenced by two or more of
the following:

»

The presence of a substantial number of
structures or buildings that are 40 years
old or older and have no historic
significance;

High commercial or residential vacancies

[..];

The predominance of structures or
buildings of relatively low value [...];

Declining or stagnant rents or sales prices

[];

[...] a shortage of safe, decent housing
that is not substandard and that is
affordable [...];

Deteriorating or inadequate utility,
transportation, or transit infrastructure;
and

An ‘area with inadequate

infrastructure’ means an area
characterized by:

» Deteriorating or inadequate parking,
roadways, bridges, pedestrian access, or
public transportation or transit facilities
incapable of handling the volume of traffic
into or through the area, either at present
or following redevelopment; or

» Deteriorating or inadequate utility
infrastructure either at present or
following redevelopment.

Georgia Code § 36-44
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TAD 101 Legislative Process

GA Legislative Approval for Referendum _l

Referendum Held _l

If “No”, end of process

Ref. Approved

H

—*  Define Proposed Boundaries of TAD District ‘l

Prepare TAD Redevelopment Plan

—

Public Hearing

Local Council Approval

Repeat process for
Additional TADs if desired

Other jurisdiction(s) Approve
Participation

www.kbagroup.com

Schools Approve
Participation

TAD #1 Created

Establish TAD Procedures &
Policies

Begin considering and funding
projects within TAD

15



TAD 101

» The Redevelopment Powers Law* enables cities

and counties to designate “Redevelopment
Areas” by local adoption of an approved TAD
Redevelopment Plan.

A TAD Redevelopment Plan is a specific thing,
different from other types of Redevelopment
Plans

A TAD consists of specific identified tax parcels
within a Redevelopment Area where
Incremental Property Tax revenues will be
diverted to the TAD account.

» A TAD can contain one, a few, or many individual tax

parcels

* Georgia Code
Title 36-Local Government Powers
Chapter 44- Redevelopment Powers

www.kbagroup.com

A TAD plan has to designate a “Redevelopment
Agent” who will be responsible for all actions
related to the TAD.

» Some TADs use City Council or BOC as agent

» Some designate special Board

» Some use Development Authority board

TADs usually have a finite life and can be
dissolved by the Redevelopment Agent at any
time as long as no debt obligations are
outstanding.

A maximum of 10% of any jurisdiction’s tax
digest can be included within all of its TADs.

TADs are approved at the local level only, but
must be able to survive court challenges

16



TAD 101 show Me the Money

The sponsor of a TAD (usually City or County) can
pledge any of their own levies to a TAD.

In most jurisdictions, the school board represents the
largest share of property taxes.

The sponsor negotiates with other taxing jurisdictions
to agree to pledge levies that they control.

e This is known as “concurrence”

www.kbagroup.com



TAD 101 Show Me the Money

e TAD revenue does not exist until ... it does.

e Money begins to flow into a TAD fund AFTER the
new project is on the tax rolls and paying taxes.

* Incremental TAD revenue appears in different ways:

* Redevelopment: Tear down an $| m building and
build a $10 m building. $9 m increment.

* Background inflation: A $Im parcel in the TAD
district just got reassessed at $1.1 million. $0.1 m
increment.

* Halo Effect: Building across the street got
redeveloped, made neighborhood classier. $| m
property is now worth $2 m. $Im increment

* Property owner who wants TAD money has to apply
to the local TAD Redevelopment Agent

e Private developer

* Property or business owner

* Public agency (Parks, DOT, Housing Authority...)

www.kbagroup.com

TAD revenue is collected as a cash flow year after
year. That future cash flow can be used two ways:
* Pay-as-you-go (“PAYGO”) / loan.
* Property tax is collected and partially or fully
rebated up to an agreed limit.
* Apply for bank financing secured by the future
cash flow. Moderate costs, good for medium
projects.

¢ Future TAD revenues can be used to secure

bond.

e Issue a TAD Bond secured by the future cash
flow. Complicated, expensive, good for BIG
projects,

* Development Authorities are well-positioned to
take the lead here.



TAD 101 show me the Money

TAD Revenue Forecast (in $ millions) for an area TAD centered on a catalyst development

TAD Revenue- City Only TAD Revenue City+County+School

$20.0 $20.0
$18.0 $18.0
$16.0 $16.0
$14.0 $14.0
$12.0 $12.0
$10.0 $10.0

$8.0 $8.0

$6.0 $6.0

$4.0 $4.0

T

2 il ol

2023 2028 2033 2038 2043 2048 2023 2028 2033 2038 2043 2048

@ 10-Year Site-Specific Catalytic Project

www.kbagroup.com @ Halo & background growth



TAD 101 Pay-as-you-go

e Pay-as-you-go is simplest way to use TAD revenue. * Pay-as-you-go can be used by a developer or property
e Jurisdictions can use money already in the TAD owner.
account to pay for things or issue grants. * Cash flow: Absorb Pay-as-you-go TAD rebate
e Jurisdiction can pledge to rebate some or all of pledge into the project cash flow statement.
incremental TAD revenue resulting from a specific or Increases NOI, increases project resale value.
project or parcel back to that project or parcel * Loan- Developer/owner can use Pay-as-you-go
owner. TAD Pledge to secure their own loan to
o Typical structure is to rebate TAD from parcel X capitalize.
for a period of Y years up to a maximum of $Z. * Pro- Paygo cuts out bond issuance costs and fees,
* Not a tax abatement but looks similar. Interest payments, etc.
« Base revenue and revenue from non-TAD tax * Con- the promise of future income doesn’t pay for a
categories flows as normal. expenses today.

www.kbagroup.com
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TAD Case Study: Duluth

» TAD funding is typically used for site
improvements, public infrastructure, utilities,
parking decks, etc., which have a public benefit.

» Bonds or any form of TAD financing are revenue
bonds, repaid from increased property taxes in
district - City is not required to provide guarantees
but may do so to reduce financing costs.

» TADs can work much like typical leasehold interest
financing issued by local development authorities
— but have more flexibility to finance multiple large
and small projects within in a given district.

www.kbagroup.com
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TAD Case Study: Duluth

» Naming something a TAD is not
enough. You need to work the deal
using all the tools available for
implementation and economic
development

Planning, Design & Vision

TAD & other incentives

Public Finance

PPP & Development agreements
Land Acquisition & Assembly
Parks & Plazas

Transportation & Infrastructure
Organizations

Programming & Mgmt.

vV Vv VvV VvV VvV VvV VvV v v

www.kbagroup.com
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TAD Case Study: East Point-Camp Creek

» East Point created an 814-acre
TAD along Camp Creek Parkway in
2001.

» The issuance of an $8.0 million
TAD bond to pay for water and
sewer infrastructure enabled
development of the Camp Creek
Marketplace and Duke Realty’s
adjacent industrial park.

» The TAD digest grew from $S4.8
million when certified to $98
million by 2016.

www.kbagroup.com
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Parting Thoughts

Be clear about what you want to accomplish
and then use TAD to incentivize private
parties to work towards that goal.

« Use your Comp Plan, TAD redevelopment
plans, TAD policies and guidelines

Don’t hold back and wait for the next home
run. Hit a lot of singles.

In challenging areas, give EVERYTHING to the
first team in, give something to the second
third, and fourth. After that, be more
selective.

www.kbagroup.com

A 15-20 year Pay-as-you-go could be a key
incentive for affordable housing since it
subsidizes (lowers) operating cost over the

term of the deal making units more affordable

Projects should be evaluated on the basis of
their total revenue and economic impacts —
not just property taxes on real estate.

Remember that TAD revenue does not exist
until a project creates that value.

Check that your TAD applicant is bona fide
before committing too much.

24



Questions?

Grounded in Real-World Conditions,
Backed up by Insightful Research and Analysis

Our goal is to help clients maximize the benefits of their economic development and real estate activities

within five core capability areas:

1.

2
3
4.
5

Real Estate Markets

Development Economics

Public Financing/Tax Increment Financing
Economic Impacts

Housing Analysis

Geoff Koski
geoff@kbagroup.com
www.kbagroup.com
404.845.3550
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