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STAKEHOLDERS ARE PART OF THE PROCESS

* An Authority needs to know who its stakeholders are
* An Authority’s stakeholders vary from community to community

e Success in economic development depends on the Authority and its
stakeholders working well together
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YOU HAVE TO IDENTIFY YOUR STAKEHOLDERS

 Which of these are _your_stakeholders?
e County Commissioners/Mayor and Council
e County Manager/City Manager
e County, if the Authority is a citywide Authority or a DDA?
 City, If the Authority is a county Authority?
e County or City offices like planning & zoning, building permits
e Tax Assessors

e Tax Commissioner
e Chamber of Commerce
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YOU HAVE TO IDENTIFY YOUR STAKEHOLDERS

e Others?

* Board of Education?
Hospital?
Water and Sewer Authority?
Local College or University?
Local nonprofit foundation?
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YOU HAVE TO IDENTIFY YOUR STAKEHOLDERS

 The Public

 The State
o Georgia Department of Economic Development
o Georgia Department of Community Affairs

o State Legislative Delegation

 More?
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WHAT IF THERE IS A DISAGREEMENT BETWEEN STAKEHOLDERS?
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IS DISSOLVING THE AUTHORITY AN OPTION?

In the past, a provision of the DAL (O.C.G.A. Sec. 36-62-14) for
statutory citywide and countywide development authorities
prevented dissolution of such an authority by the parent local
government.

This Section of the Development Authorities Law was amended by
the General Assembly in 2000 to allow the parent local government
to dissolve a statutory citywide or countywide development
authority if it did not have bonds (or bond anticipation notes)
outstanding.

The Downtown Development Authorities Law was also amended,
in 2021, to remove a provision in O.C.G.A 36-42-7(c) that gave
DDA'’s perpetual existence. No exception was made if there were
outstanding bonds.



WHAT IF THERE IS A DISAGREEMENT BETWEEN STAKEHOLDERS?

IS DISSOLVING A “CONSTITUTIONAL” AUTHORITY AN OPTION?

1992 Constitutional Under the current Georgia Constitution (effective 1983, as
amendment —  amended), the process to repeal a local constitutional
substituted this process amendment that was continued in force after July 1, 1987,
for Statewide referendum. is as follows:

Governor has the 1.The General Assembly must pass a local Act specifically

authority to veto such repealing the amendment.

an act, just as with
other legislation
(though a veto can be
overridden by a two-
thirds vote in each
chamber)

2.The local Act's effectiveness is conditioned upon
approval by a majority of the qualified voters in each
affected political subdivision (e.g., the specific county,
municipality, or other local jurisdiction impacted by the
amendment) voting in a referendum on the repeal.

©2017 Seyfarth Shaw LLP



WHAT IF THERE IS A DISAGREEMENT BETWEEN STAKEHOLDERS?
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CAN THE CITY OR COUNTY REMOVE DIRECTORS FROM
OFFICE?

CASE SAYS NO WAY-

“The City takes the position that because the Act is silent as to
removal, it must be presumed that the directors who are appointed
by the Clty serve at the City's pleasure. We do not agree. The fact
that the legislation provides specified terms for the office of
director is inconsistent with the idea of tenure at the pleasure of
the City.” ... “Because the matter is not before us, we express no
opinion as to whether directors may be removed for cause, or
under what procedures that might be done.” Hernandez v.
Downtown Development Authority of the City of St. Marys, 56 Ga.
356, 349 S.E.2d 449 (1986).

Note- The same rule doesn’t apply if a director has lost the
director’s qualifications for holding office as a director.



PRACTICAL SOLUTIONS

THE “POWER OF APPOINTMENT”

STATUTORY AUTHORITY BOARD MEMBERS ARE APPOINTED BY THE
GOVERNING BODY (COUNTY COMMISSION OR

THE MAYOR AND COUNCIL)
INITIAL BOARD MEMBERS HAVE STAGGERED TERMS

GOVERNING BODY HAS THE OPPORTUNITY TO APPOINT
NEW BOARD MEMBERS



PRACTICAL SOLUTIONS

USE THE
“GOLDEN
RULE"
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“If you've got the
gold, you make

the rules.”







DO YOU PASS THE
SO-CALLED
“BUT FOR” TEST?



CEO

“Local governments justify tax abatements
by arguing that abated taxes are not lost
revenue, since the money would not have
been in the city coffers had the
development not occurred. While this may
be true in some cases, it is all too common
for property tax abatements to be given to
companies that do not really need them,
depriving the city of income it would have
had without the subsidy.

This is money that would otherwise have

gone to fund city services. Using d “but

for” test is especially important
when granting lengthy abatements, since
the city is gambling away up to 30 years of
tax revenue (or more) on the assumption
that without the subsidy, no company
would have located there.” (emphasis added)

https://goodjobsfirst.org/property-tax-abatements/



“This is called the - DUt-for” test, asking whether a site would

really go undeveloped or underdeveloped “but for” the property tax
discount. Is that Midtown parking lot really going to stay a parking lot
forever “but for” a tax discount? Is a company really going to locate in
Charlotte instead of Atlanta “but for” the subsidy?

No “but-for” test is required by state law; it’s more of a

thought experiment:

Source: Saporta Report,

https://saportareport.com/
developer-property-tax-breaks-in-hot-atlanta-neighborhoods-raising-questions/
columnists/maggie-lee/maggie/

Source: “Estimating the Influence of
Incentives on Investment Decisions,”
CREC.



THIS “TEST” IS
NOT IN THE
DEVELOPMENT

AUTHORITIES
LAW.




IF “BUT FOR”
ISN’T A THING,

THEN WHY DO
WE CARE?

1. BE ABLE TO ANSWER QUESTIONS
FROM PEOPLE WHO THINK THAT IT
_IS_ ATHING.

2. KNOW WHEN TO SAY “NO”
TO MORE INCENTIVES.

LET’S TAKE A CLOSER LOOK AT IT.



IT’S REALLY
ABOUT
“GIFTS AND

GRATUITIES.”

AND MATH IS INVOLVED...



A GOOD EXAMPLE

fair market value (cash portion)

“Although the General Assembly could haye chosen other ways
to deal with the issue, we cannot say that|its decision to allow
the cutting of trees on public property in e"xchange for
information on billboards and the payment of the value of the
trees ampunts to an illegal gift under our constitution.
Therefor, we affirm the trial court’s ruling that the statute is
constitutlional.” Garden Club of Georgia v. Shackelford, 274 Ga.
653, 560|S.E.2d 522(2002)

other substantial benefit (non-cash portion)



HOW COMPANIES
WEIGH INCENTIVES

N

Example-

"footloose”
industries

Example-
Data Centers

Example-
Authority-owned land
adjacent to expanding

local manufacturer

Example-
TAD bonds versus

pay/go

Example-
land development &
infrastructure for EV
manufacturers

Source: “Estimating the Influence of Incentives on Investment Decisions,” CREC.
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PUBLIC BENEFIT AND INCENTIVE

NEED TO BE AT LEAST EQUAL, SO THIS IS-

OK
¥

public
benefit

incentive

=

v O

IF THE PUBLIC BENEFIT EXCEEDS BUT IF THE INCENTIVE EXCEEDS
THE INCENTIVE, THAT IS EVEN BETTER, THE PUBLIC BENEFIT, THAT IS-
SO, THIS IS-

OK NOT OK

incentive
incentive
public f public f
benefit

benefit




* There is a recent tendency to evaluate incentives on an all
or nothing basis. In other words, some view incentives as
either 100% necessary, or as 100% not necessary.

* In the real world, it’s “impossible” to be “absolutely”
certain that there is a dollar-for-dollar match.

* Or even whether incentives made the difference in the
project location decision.

* A more thoughtful view is found in a recent paper by the
Smart Incentives firm and the Center for Regional Economic
Competitiveness. This is “Estimating the Influence of
Incentives on Investment Decisions” (November
2020)(hereafter, “Incentives Study”).
https://smartincentives.org/wp-
content/uploads/Estimating-the-Influence-of-Incentives-
Nov-2020.pdf

* The Incentives Study refers to the “task of determining
whether incentives proved absolutely decisive to investment
decisions in order to assess effectiveness” as being
“impossible.” (emphasis added)

IN THE REAL WORLD,
IT’S “IMPOSSIBLE” TO
BE “ABSOLUTELY”
CERTAIN THAT THERE

IS A DOLLAR-FOR-
DOLLAR MATCH.




AN ACADEMIC VIEW
applied to data centers

This is a “but for” analysis from CVIOG
that relies on an “econometric model”
identified as a fixed effects regression
model. Greatly summarized, CVIOG
justifies its conclusion that only 30% of
data center locations are causally
induced by the presence of Georgia’s
sales and use tax exemption by citing
certain primary physical site location
attributes and an established market
momentum and the statement that
economic development subsidies are
typically only considered during the final
phase of site selection.



AN Al VIEW

“The study itself acknowledges that "but for" is an estimated, but ultimately unknown,
parameter. The dramatic shift from a 90% attribution in 2022 to 30% in 2025 highlights

how sensitive these models are to the underlying data and the maturity of the market.

Non-Tax Site Selection Factors

The study admits that even the most complex models cannot control for every factor in
business decision-making. Key factors often outweighing tax incentives include:

Electricity: The cost and availability of power is cited as the most important PRACTICAL
consideration. RECOMMENDATION
Infrastructure: Proximity to fiber, transportation hubs, and water/sewer lines. Treat the 30% as a lower-
Risk Mitigation: Avoidance of regions prone to natural disasters. bound estimate of the

incentive's impact.

Strategic Considerations: The "Kill the Deal" Phenomenon

The study notes industry sentiment that while incentives might not "seal the deal," a lack
of them can "kill the deal". This suggests that a binary "but for" percentage may
oversimplify a "threshold" effect: if every neighboring state offers the exemption
(Alabama, Mississippi, North Carolina, Tennessee, etc.), the lack of an exemption in
Georgia becomes a disqualifying factor regardless of other assets.” emini



SO, UNLESS THE BARGAIN IS
CASH EXCHANGED FOR CASH,
THE REALITY IS, THE EQUATION
REALLY LOOKS LIKE THIS

ublic
benefit

SAFE ZONE

IT’S LIKE AN AUCTION.
YOU’RE BIDDING AGAINST
YOURSELF.

THERE IS A “RESERVE PRICE.”
BUT YOU DON’T KNOW WHAT IT IS!

AND THE INCENTIVE CAN’T EXCEED
THE PUBLIC BENEFIT!!
EVEN IF IT DOESN’T, YOU CAN'T
KNOWINGLY OVERPAY.






A municipal advisor suggested to the Council of Development
Finance A%encies that the real question is- “How Much Help
Is Needed?” His presentation offered these as some
guidelines for that decision-making-

1. Primary Ways to Determine:

* Subsidy needed in order to achieve reasonable rates
of return

* True capital gap without which project could literally
not start construction

* Amount readily explained by extraordinary costs in
budget

e Cost of providing true publicly dedicated
improvements

* Incentive deal: incremental cost of building at
proposed site versus alternate Tocations

2. Other Factors Often Considered (use these as
yardsticks and limiters, but not for primary decision-
making):

e Subsidy as % of Incremental Property Tax to be

generated
. Su_bsid\s as % of Project Cost (Public funds “leverage”
private

e S Amount Per Job Attracted/Retained

.
Tony Q. Smith, “TIF Underwriting and Deal-Making: Financing Gap Analysis and Deal Terms” (December 10, 2014)(hereafter “TIF Presen tation”).

HERE ARE

SOME METRICS



SOME GEORGIA TAD METRICS

Stadium Area (Summerhill)
Perry Bolton

Metropolitan Parkway
Hollowell/MLK
Campbeliton Road

Gulich

Georgia Square Mall

duration of TAD (years)

30

35



SOME GEORGIA TAD METRICS

percentage of subsidy relative to project value
40%
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“CREDIT BASKET” APPROACH: ALLOW PROPERTY TAX SAVINGS CAPPED AT FIXED

AMOUNT THAT IS EQUAL TO NEEDS THAT ARE QUANTIFIED AND VERIFIED

e Subsidy needed in order to
achieve reasonable rates
of return

* True capital gap without
which project could
literally not start
construction

e Amount readily explained
by extraordinary costs in
budget

e Cost of providing true
publicly dedicated
improvements

.
Tony Q. Smith, “TIF Underwriting and Deal-Making: Financing Gap Analysis and Deal
Terms” (December 10, 2014)(hereafter “TIF Presentation”).



Study by an economist of a city mixed-use project

Year 8 is when
a “credit
basket” would
be exhausted.




This presentation is a quick-
reference guide for elected
and appointed officials and
their staffs, company
executives and managers,
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.
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| used Al in the preparation of
this presentation.

Like they say, Al “can make
mistakes. Check important info.”





