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WHAT THE 
BOARD OF 
THE 
AUTHORITY 
SEES





“BONDS FOR TITLE”-
THAT’S HOW YOU DELIVER ON PROPERTY TAX SAVINGS AND 

CASH AND IN-KIND INCENTIVES

A citywide development authority 
or a DDA
has the

same ability as a county 
development authority

to provide property tax savings to a 
developer or company.
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BOND SUCCESS STORIES
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“SMALL ISSUE” MANUFACTURING BONDS
CASE STUDY: 1888 MILLS PROJECT IN SPALDING COUNTY

PROJECT WAS FINANCED WITH 
A $10 MILLION TAX-EXEMPT 
MANUFACTURING
BOND
PRIVATELY PLACED WITH A 
BANK

THERE WAS ALSO A $5.75 MILLION 
ISSUE OF TAXABLE BONDS FOR 
TITLE
SO THAT ALL OF THE ASSETS WOULD 
RECEIVE PROPERTY TAX SAVINGS
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KeyBanc Capital Markets priced the Clayton County Housing Authority, Georgia’s $41 million of tax-exempt 
bonds for the Villas at Mt. Zion and the Flats at Mt. Zion. Separately, KeyBank Real Estate Capital secured a 
$28.1 million Fannie Mae fixed-rate financing for the construction of the properties.
They developments consist of two affordable housing communities: the Villas at Mt. Zion, a 96-unit senior 
independent living community for those 55 and older, and the Flats at Mt. Zion, a 210-unit multi-family community 
for families with children. These affordable housing communities plan to offer special services that focus on 
education and the social and emotional health of the residents.

Source: https://www.bondbuyer.com/news/how-a-georgia-bond-deal-made-an-affordable-housing-difference

“AFFORDABLE HOUSING” BONDS
CASE STUDY: CLAYTON COUNTY PROJECTS
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“QUALIFIED 501(c)(3)” BONDS
CASE STUDY: EDUCATION AND TRAINING FOR PEOPLE 

WITH DISABILTIES Cobb County location; national reach

8

Development Authority of Cobb County 
Revenue Bonds 

(Nobis Works, Inc. Project), 
Series 2024 

The Inducement Resolution indicates the Authority’s willingness to issue its tax-exempt 
revenue bonds in a principal amount not to exceed $4,250,000 (the “Bonds”) subject to the 
conditions set forth therein. Proceeds of the Bonds would be loaned to Nobis Works, Inc. (the 
“Company”), a Georgia nonprofit corporation and an organization described in Section 
501(c)(3) of the Internal Revenue Code (the “Code”), for the following purposes: (a) financing 
or refinancing (including through reimbursement) (i) the acquisition and construction of capital 
improvements to a new headquarters building for use by the Company located at 240 Interstate 
North Parkway, Atlanta, Georgia (the “Facility”), and (ii) the costs of certain renovations, 
expansions or improvements of or to the Facility; and (b) paying the costs of issuance of the 
Bonds (collectively, the “Project”). The Company will own and operate the Facility. 

Source:https://tommynobiscenter.org/

Tommy Nobis Center is among 
Georgia's largest nonprofit 
community rehabilitation 
programs serving youth and 
adults with disabilities. Our 
programs consist of a blend of 
education and training driven 
toward the ultimate goal of 
employment.



CONTRACT 
REVENUE 
BONDS

ONE WAY 
DOWNTOWN 
DEVELOPMENT 
AUTHORITIES 
FINANCE 
PROJECTS

FOR THE CITY
Copyright 2016 Dan McRae (dmcrae@seyfarth.com). Reproduction permitted provided this copyright notice and disclaimer included. Document subject to disclaimer at https://www.danmcrae.com/copyright.html
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CASE STUDY-

FOREST PARK 

MAIN STREET 

PROJECT



CASE STUDY
TAXABLE “BONDS FOR TITLE” 

PROPERTY TAX SAVINGS FOR

MIXED-USE PROJECT WITH WHOLE FOODS STORE IN CHAMBLEE 

Image credit: What Now Atlanta

from the
Memorandum

of 
Understanding

(MOU)
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BEHIND 
THE 
CURTAIN
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WHO DECIDES WHAT BONDS A 

DEVELOPMENT AUTHORITY/DDA CAN 

ISSUE?

FUNDAMENTAL RULE- A DEVELOPMENT AUTHORITY 
OR DDA CAN ONLY ISSUE BONDS THAT STATE LAW
ALLOWS IT TO ISSUE. THESE LAWS APPLY AS 
FOLLOWS-

• CONSTITUTION- TO ALL AUTHORITIES

• IN ADDITION, EACH TYPE OF AUTHORITY HAS ITS 
OWN GOVERNING LAW

• DDA- Downtown Development Authorities Law

• DA- Development Authorities Law



DDAs issue their revenue bonds…
to finance projects….



THINK BIG

WHEN THE GENERAL ASSEMBLY DEFINED “PROJECT” 
FOR DDAS, THE LEGISLATIVE INTENT WAS TO CONFER 
UPON DDAs THE POWER TO ACT UP TO THE FULL 
CONSTITUTIONAL LIMIT.  

“[The Downtown Development Authorities Law] expands the 
scope of permissible authority projects beyond that of the 
DAL to include all types of commercial projects.… This 
expansion obviously stemmed from the legislative recognition 
that much of downtown business tends to consist of 
commerce, and that the effectiveness of the authorities in 
revitalizing downtown areas would be diminished if they were 
unable to dangle the lure of revenue financing before the full 
range of retail and wholesale business.”
Odom v. Union City Downtown Development Authority, 251 Ga. 248, 305 S.E.2d 110,114 (1983).



STATUTORY DDAs HAVE THE POWER TO CARRY OUT “PROJECTS.”

“Project” means: 

(A) The acquisition, construction, installation, modification, renovation, or rehabilitation 
of land, interests in land, buildings, structures, facilities, or other improvements 
located or to be located within the downtown development area, and the acquisition, 
installation, modification, renovation, rehabilitation, or furnishing of fixtures, 
machinery, equipment, furniture, or other property of any nature whatsoever used 
on, in, or in connection with any such land, interest in land, building, structure, 
facility, or other improvement, …; 

WHAT’S A “PROJECT”?



BROAD SCOPE

A project may be for any industrial, commercial, business, office, parking, 
public, or other use, provided that a majority of the members of the authority 
determine, by a duly adopted resolution, that the project and such use thereof 
would further the public purpose of this chapter. …"
O.C.G.A. Sec. 36-42-3(6).

• Note that the DDAL was amended to authorize DDAs to carry out PACE 
(property assessed clean energy) projects citywide. 



POWERS MATTER!
THE “KROGER CASE”



HOW MANY PROJECTS WOULD A BAD 

KROGER DECISION HAVE COST....

DOWNTOWN (DDAs)

LOST

industrial, 

industrial 

support

0%

specialized-

various

0%

commercial-

same definition 

as Subsection (N)

100%
Data Source: Dan McRae estimates of count 
of projects by Code Section in a typical year
Data Visualization: Dan McRae



THE KEY TO P3

A project may be for any industrial, commercial, business, office, parking, public, or other use, 
provided that a majority of the members of the authority determine, by a duly adopted resolution, that 
the project and such use thereof would further the public purpose of this chapter. …"
O.C.G.A. Sec. 36-42-3(6).

• Note that the DDAL was amended to authorize DDAs to carry out PACE (property assessed 

clean energy) projects citywide. 

• THIS POWER IS IMPORTANT, EVEN THOUGH DDA’s CANNOT CARRY 
OUT PURELY PUBLIC PROJECTS LIKE CITY ADMINISTRATIVE 
BUILDINGS, OR, IN CONCERT WITH THE CITY, STREET AND ROAD 
PROJECTS. See Odom v. Union City Downtown Development Authority, 251 Ga. 248, 305 S.E.2d 110 

(1983); Ga. Const. Art. III, Sec. VI, Para. V (e).

• PROPERLY INTEGRATED PUBLIC/PRIVATE PROJECTS (P3s) ARE 
PERMITTED. Nations v. Downtown Development Authority of the City of Atlanta, 255 Ga. 324, 338 S.E.2d 

240 (1985).

• SO CARRYING OUT THE PUBLIC COMPONENT OF A P3 RELIES ON 
THIS POWER. 



DDAs issue their revenue 
bonds…

to finance projects….
so as to revitalize and 
redevelop the central 

business districts of their 
cities



STATUTORY DDA

AREA OF OPERATIONS

• The DDA is supposed to operate in the downtown development 
area.

• How is the downtown development area determined?

• This is  the “geographical area within the municipal corporation 
which, in the judgment of the governing body [of the city], 
constitutes the central business district.” O.C.G.A. Sec. 36-42-5(a).

• The City from DDA to time can update the authorized area by 
adopting a resolution specifying the area which, in the judgment of 
the City, “at the time constitutes the central business district.” O.C.G.A. 

Sec. 36-42-6(1)

• Is designation or redesignation subject to challenge?

• In at least one Superior Court case a few years ago, 
businessmen in the traditional historical central business district 
successfully convinced the judge that the expansion of the 
designated area across a river so as to accommodate a big box 
retailer was improper. 



LOOK AT WHAT ITS LOCAL CONSTITUTIONAL AMENDMENT 
SAYS (SUBJECT TO THE ORIGINAL REFERENDUM AND THE 
OTHER PROVISIONS OF THE CONSTITUTION)-

FOR EXAMPLE-

“The above area encompassed shall also allow real property owners 
within 200 feet of the outer boundary with property contiguous to the 
district to become a part of the territory encompassed by the Downtown 
[City] Development Authority District, provided such businesses or 
property are not located more than 200 feet from the outer boundary as 
described above.”

CONSTITUTIONAL DDA
WHERE CAN IT OPERATE?



CITY

RADIUS

COUNTY

SOME CONSTITUTIONAL CITY 
DEVELOPMENT AUTHORITIES 
AND DDAs

CBD

ALL COUNTY 
DEVELOPMENT 
AUTHORITIES

SOME CONSTITUTIONAL 
CITY DEVELOPMENT 
AUTHORITIES

jurisdiction begins at center and extends to where arrow points

ALL DDAs

ALL CITY DEVELOPMENT AUTHORITIES

YOU ARE NOT ALONE

Statutory DDAs 
have citywide 
jurisdiction for 
certain PACE-type 
projects.



COUNTY

TWO’S COMPANY...

Statutory DDAs 
have citywide 
jurisdiction for 
certain PACE-type 
projects.

.

CITY

DDA

CITYWIDE
DEVELOPMENT
AUTHORY

TREND, ESPECIALLY IN 
LARGER CITIES AND IN METRO 
AREAS-
CITIES WANT TO HANDLE THEIR 
OWN ECONOMIC 
DEVELOPMENT AND
REDEVELOPMENT PROJECTS

CBD * THESE CITIES PREFER FOR COUNTY DEVELOPMENT
AUTHORITIES TO OPERATE ONLY IN THE UNINCORPORATED
COUNTY.
* REASONS GIVEN FOR THIS OFTEN INCLUDE
MORE LOCAL CONTROL OVER POLICY DECISIONS

AND HOW THE CITY GROWS.
* THESE CITIES STRESS TO DEVELOPERS AND COMPANIES
THE “PARTNERSHIP” THEY OFFER
THROUGH THEIR LOCAL SERVICES. 
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More State Laws To Consider

• REVENUE BOND LAW- TO ALL AUTHORITIES

• PILOT RESTRICTION ACT- TO ALL AUTHORITIES

• O.C.G.A. Sec. 36-75-11 RESTRICTIONS ON 
CONTRACT REVENUE BONDS- IN PRACTICE, JUST 
TO DEVELOPMENT AUTHORITY OF DEKALB 
COUNTY
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WHETHER A BOND IS TAX-EXEMPT…

… is a different question than whether or 
not an authority can issue the bond.

Can the authority issue the bond? State 
law answers.

If it issues the bond, is the bond tax-
exempt? Federal tax law answers.
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TAX-EXEMPT?

• THERE IS NO GEORGIA INCOME TAX ON INTEREST 
PAID BY A GEORGIA DEVELOPMENT AUTHORITY 
TO A GEORGIA TAXPAYER

• BUT “TAX-EXEMPT” USUALLY IS TAKEN TO MEAN 
FREE OF FEDERAL INCOME TAX

• THAT’S WHAT IT MEANS IN THIS PRESENTATION
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TAX-EXEMPT?

• “TAX-EXEMPT” HAS NOTHING TO DO WITH 
GEORGIA LAW

• EXCEPT IT IS A FEDERAL REQUIREMENT THAT THE BONDS 
BE LEGALLY ISSUED UNDER STATE LAW

• JUST BECAUSE A GEORGIA DEVELOPMENT AUTHORITY 
ISSUES A BOND, DOES NOT AUTOMATICALLY MEAN IT IS 
TAX-EXEMPT UNDER FEDERAL LAW

• THERE HAS TO BE AN EXEMPTION

• AND MANY REQUIREMENTS HAVE TO BE MET
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BASIC RULE

• A PUBLIC BODY'S BONDS 
WILL BE TAX-EXEMPT, 
GOVERNMENTAL 
PURPOSE BONDS UNLESS
THERE IS-

• TOO MUCH PRIVATE USE, 
AND

• TOO MUCH PRIVATE 
PAYMENT OR PRIVATE 
SECURITY
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PRIVATE ACTIVITY BONDS

• THE OPPOSITE OF "GOVERNMENTAL PURPOSE" 
IS "PRIVATE ACTIVITY"

• MEANS THERE IS

• TOO MUCH PRIVATE USE, AND

• TOO MUCH PRIVATE PAYMENT/PRIVATE SECURITY

• "PRIVATE LOAN" TEST MIGHT APPLY
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PRIVATE ACTIVITY BONDS

• INTEREST ON PRIVATE ACTIVITY BONDS NOT 
FEDERALLY TAX-EXEMPT UNLESS THERE IS AN 
"EXEMPTION"

• EXEMPTIONS ARE HARD TO FIND 

• COMPLIANCE WITH OTHER TAX RULES REQUIRED

• HERE ARE A COUPLE
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DEVELOPMENT AUTHORITY/DDA 

BONDS: “SMALL ISSUE” MANUFACTURING BONDS

• Capital expenditure limit ($10 million tax-exempt bond 
proceeds + $10 million other) /$40 million national limit on 
tax-exempt bonds for the “Company”

• This low capex limit is another reason not many 
manufacturing projects are being financed today with tax-
exempt bonds. 

• Spending requirements –
• 95% or more of the proceeds must be used for a “manufacturing” facility (only 5% 

may be “bad money”)
• less than 25% on land costs
• at least 15% on rehabilitation expenditures, if acquiring an existing building (and 

the equipment therein)
• calculated based on acquisition costs, not 15% of total bond proceeds
• could use non-bond funds to pay for rehab

• at least 70% on “core manufacturing” facilities (e.g., manufacturing part of the 
building and new manufacturing equipment)

• no more than 25% on “directly related and ancillary” facilities
• up to 2% can be spent for issuance costs (this 2% is a part of the 5% allowable 

“bad money”)
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DEVELOPMENT AUTHORITY/DDA 

BONDS: “QUALIFIED 501(C)(3) BONDS”

• BONDS FOR ORGANIZATIONS THAT ARE TAX-EXEMPT 
501(C)(3) ORGANIZATIONS UNDER THE INTERNAL 
REVENUE CODE WHICH ARE ISSUED FOR FACILITIES 
SUCH AS PRIVATE HIGH SCHOOLS AND COLLEGES 
AND MEDICAL FACILITIES. 

• THESE ORGANIZATIONS ARE GENERALLY FAMILIAR 
WITH TAX-EXEMPT FINANCING (BECAUSE THEY TEND 
TO USE BOND FINANCING REPETITIVELY).

• NO “VOLUME CAP” FROM DCA NEEDED.
• CAN “SELF-INDUCE” (BUT AUTHORITY HAS TO ISSUE 

THE BONDS).
• TEFRA APPROVAL FROM LOCAL GOVERNMENT 

REQUIRED.
• ISSUED BY DEVELOPMENT AUTHORITIES AND SOME 

OTHER TYPES OF LOCAL AUTHORITIES; E.G., 
HOUSING AUTHORITIES. 
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THE 
ANATOMY 
OF A 
BOND 
ISSUE
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HOW LONG AND WHO

• Bonds for title

• 4-6 weeks 

• Company, Development Authority, and their counsel

• Bonds funded in a private placement

• 6-8 weeks

• Company, Development Authority, Bank and their counsel

• Bonds funded in a public offering

• 60-90 days

• Participants 7-10 entities, including the development authority, an 
underwriter, its counsel, a trustee, its counsel, etc.
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HOW MUCH DOES IT COST?

• THE COST OF ISSUANCE IS NEGOTIABLE

• EXCEPTION- SOME FEDERAL TAX RULES. SEE BELOW.

• THE CONDUIT BORROWER (THE COMPANY) 
SHOULD ASK FOR A COST OF ISSUANCE BUDGET 
IN ADVANCE.

• THE COMPANY SHOULD EVALUATE COSTS 
RELATIVE TO AMOUNT RAISED OR PROPERTY 
TAXES SAVED- OR BOTH, IF BONDS ARE FUNDED 
AND PROPERTY TAX INCENTIVES PROVIDED
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SOME GUIDELINES FOR FUNDED 

BONDS

• “[T]he minimum issue size is a function of market 
conditions. Generally, the break-even point, below 
which conventional forms of financing may prove to be 
less expensive overall, is considered to be $1,000,000. 
This is primarily a result of the fact that the issuance 
costs associated with this type of financing do not 
decrease proportionately as the size of the financing 
decreases.” Pasco Economic Development Council (FL)

• “Typically, smaller issues (less than $3 million) are 
privately placed directly with a single financial 
institution, while larger issues may be sold through 
private placement or at public sale with the services of 
an underwriter.” Lee County, FL
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SOME FEDERAL TAX RULES

IF THE BONDS ARE TAX-EXEMPT

• UP TO 2% OF THE PROCEEDS CAN BE SPENT FOR 
ISSUANCE COSTS (THIS 2% IS A PART OF THE 5% 
ALLOWABLE “BAD MONEY”)

• GENERALLY SPEAKING TAX-EXEMPT BONDS CAN'T 
HAVE A YIELD THAT'S MORE THAN 1/8 OF 1% 
ABOVE THE INTEREST RATE. 

• "YIELD" INCLUDES ANY PROFIT TO THE DEVELOPMENT 
AUTHORITY. SO, GENERALLY SPEAKING, WITH TAX-
EXEMPT BONDS, ITS FINANCING FEE COULD NOT BE 
MORE THAN 1/8 OF 1% OF THE PRINCIPAL AMOUNT. 
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DEVELOPMENT AUTHORITY FINANCING 

FEE

• TODAY, A ONE-TIME PAYMENT AT CLOSING EQUAL 
TO 1/8 OF 1% OF THE MAXIMUM BOND AMOUNT IS 
NORMAL AS A DEVELOPMENT AUTHORITY 
FINANCING FEE. 

• WITH TAX-EXEMPT BONDS, YIELD IS CALCULATED ON A 
PRESENT VALUE BASIS, SO THE ACTUAL PERCENTAGES 
COULD BE DIFFERENT WHEN AN ANNUAL FEE IS 
CHARGED. 
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DEVELOPMENT AUTHORITY FINANCING 

FEE

• THE “1/8 OF 1%”  RULE DOESN'T APPLY WITH 
TAXABLE BONDS, LIKE BONDS FOR TITLE THAT 
ARE USED FOR PROPERTY TAX SAVINGS. 
• IN THAT CASE, THE FINANCING FEE IS LEGALLY 

NEGOTIABLE, ALTHOUGH NEGOTIATIONS MAY BE 
PRECLUDED BY DEVELOPMENT AUTHORITY POLICIES.

• SOME DEVELOPMENT AUTHORITIES HAVE, OR ARE 
CONSIDERING CHARGING, AN ANNUAL FEE. 

• WAS COMMON MANY YEARS AGO.

• NOT COMMON NOW, BUT TRENDING. 
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MORE INFORMATION
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CONTACT

Daniel M. McRae, Partner

Seyfarth Shaw LLP

1075 Peachtree Street, N.E., Suite 2500
Atlanta, Georgia  30309

Telephone:  404.888.1883
dmcrae@seyfarth.com

dan@danmcrae.com

http://danmcrae.com
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DOWNLOADS

• THIS WHITE PAPER AND MY OTHER WHITE 
PAPERS ON FINANCE AND INCENTIVES CAN BE 
DOWNLOADED

at http://danmcrae.com/whitepapers

35
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SCOPE

This presentation is a quick-reference guide for company 
executives and managers, elected and appointed 
officials and their staffs, economic developers, 
participants in the real estate and financial industries, 
and their advisors. The information in this presentation is 
general in nature.  Various points which could be 
important in a particular case have been condensed or 
omitted in the interest of readability.  Specific 
professional advice should be obtained before this 
information is applied to any particular case. Any tax 
information or written tax advice contained herein is not 
intended to be and cannot be used by any taxpayer for 
the purpose of avoiding tax penalties that may be 
imposed on the taxpayer. 




