Heartbeat Incentive Program

PILOT Tax Savings

Application Process

Introduction

The Heartbeat Incentive Program is a financial incentive program that exists to enable and encourage residential and mixed-use development in the Central Business District in Macon, GA.  The Program is based on the nontaxability for property tax purposes of projects titled to the Macon-Bibb County Urban Development Authority (“UDA”). A developer who qualifies for the Program and goes through the required transaction, will benefit from reduced or eliminated property taxes on the project according to the applicable savings schedule. The savings schedule will be approved or pre-approved by the UDA. Further, a qualified developer may elect to use the transaction on a conduit basis (no UDA liability on the financing) to “monetize” the value of the reduction or elimination of taxes. Amounts paid by the developer are referred to as PILOTs (payments in lieu of taxes), so the Program, or a transaction pursuant to the Program, is sometimes referred to as a “PILOT”. 

Program Boundaries

Projects are preferred that are located in proximity to Macon’s Central Business District (“CBD”), and all projects must be within the UDA’s area of operations. 
PILOT Process

1) Application preparation and submission- The attached application must be completed, including all of the requested attachments.  The Authority Executive Directors will be available to offer advice and assistance throughout the preparation of the application.

2) Review and Decision- Staff will review the application materials and schedule an appearance before the Urban Development Authority Board (the “Board”).  At this appearance, the developer will present development plans.  Staff will make a recommendation to the Board for approval or denial of the project.  If approval is recommended, the staff will also include the applicable savings schedule and terms of monetization, if any.  

3) Closing- The Program involves a sale-leaseback transaction pursuant to which the UDA holds title to the project.  The UDA will schedule a closing with its designated legal counsel, at which time the PILOT transaction will be closed, title will be transferred, and local taxing authorities will be advised thereof.

Fees

Developers will be charged a small fee to close the PILOT transaction.  Fees will be set at 0.5% of the total development cost. These fees are exclusive of transaction costs including, without limitation, legal fees and disbursements for the UDA’s counsel, and recording costs.  The developer will be responsible for payments of all transactional costs.

General Guidelines and Restrictions

· Eligibility for the PILOT Program is not guaranteed to any project or developer.  Each application will be judged on its own merits.  The UDA will make the final determination of eligibility for all projects.

· Projects will not be eligible for the PILOT unless they substantially increase the value of the developed parcel.  A substantial increase will be defined as an increase of 50% or more in the taxable value of the parcel from the pre-development assessment. 

· Developers must demonstrate a need for PILOT assistance. If the project can be adequately financed through private lenders, access to a savings schedule will not be granted. 

· The maximum term for a savings schedule will be 20 years.

· Payments will be based on a savings schedule expressed as a percentage (up to 100%) multiplied by the normal taxes on the project.  If the savings are monetized, related payments will be dedicated to debt service.

· Projects must have at least ten new or additional units of housing. 

· Unit sizes and development locations must adhere to the most recent Downtown Residential Market Analysis study as completed by Zimmerman/Volk.

· The applicant must own the property or have an option or other right to purchase the property to be eligible for the Program.

· Applicants must attach a five year project pro forma/ financial analysis of the project’s income and expenses which demonstrates the need for tax savings.  This pro forma will be evaluated by an external real estate finance professional and kept confidential (subject to applicable law).

· The majority of square footage in mixed-use projects must be dedicated to an income producing use.

· All rehabilitation projects must conform to the Secretary of the Interior’s Standards for Rehabilitation.

· For the purposes of the PILOT closing fee, the total development cost may be reduced by an amount equal to any state, federal or local grant or tax savings programs excepting the PILOT.

· An applicant will have up to six months from the time the Board approves an application to close the PILOT transaction.  This deadline will not be extended.

· PILOT savings will be terminated (and the developer will be required to make payments equal to 100% of normal taxes) in any of the following instances:

· If construction does not begin within six months of closing the PILOT transaction.

· If construction is not complete within two years of closing the PILOT transaction.

· If the assessed value of improvements is not 50% greater than the tax assessed value of the parcel prior to improvements.

· If the property is foreclosed or seized by any agency or corporation other than the original developer.

· Projects in PILOT structures may be proportionally divided and transferred to condo purchasers only in the case where the savings have been monetized and PILOT payments are being used for debt service.

· The term of the PILOT lease can be reduced if the project fails to substantially conform with the original development plan as approved by the UDA.

· Progress and conformity reports will be made by staff to the UDA at three stages:

· At the commencement of construction to verify that construction documents conform to development plans as approved by the UDA.

· At 50% completion.

· At 100% completion.

· Failure to make any payments as required in the PILOT documents can result in the termination of the savings at the discretion of the Board (in which case PILOTs equal to 100% of normal taxes will be required), and in recourse by the UDA to its remedies.

Application

1. a)State the name, address, and telephone number of the applying entity.

b) State the name(s) of the applying entity’s representatives and any other financial guarantors of the project and their addresses and telephone numbers if different from above.

2. Provide background information about the applicant and guarantors, including development experience, if any, and all other relevant information this organization may need to consider while reviewing the application. Describe the corporate or partnership structure as applicable.

3. Briefly describe the proposed Project. Include in this section:

a) Intended usage.

b) Economic and environmental impact.

c) The square footage of the building / land area to be renovated.

d) All other information needed to fully explain the project.

e) Attach architectural plans and renderings and any available history on the subject.

4. State the marketing plans for the project identifying the intended market. What types of lessees are anticipated? If the project is speculative, how long is full occupancy expected to take and who will manage the project?

5. a) State the location of the proposed project by street address and legal description.

b) Name the property owner at the time of application submittal.

c) If the Applicant does not presently own the property, does the Applicant have a valid option to purchase the property?

d) Describe any and all existing financing, options and liens on the property.

6. State the estimated Project costs broken down by component (i.e., land, buildings, equipment, soft costs, etc.). Attach bid estimates and show amounts to be paid from loans and equity amounts.

7. Are changes needed to the public space around the Project (for example; sidewalks,

lighting and planting)?

8. State the proposed time schedule for the Project including the dates anticipated for the following:

a) Closing of the loan or contributing financing availability.

b) First expenditure of funds with regard to the project.

c) Anticipated date construction will begin.

d) Anticipated completion date.

9. Financial Background

a) Attach current audited financial statements of the applicant and guarantors. If audited financial statements are unavailable, please submit non-audited statements.

b) State the relationship any applicant or grantor has had with any accounting firm over the last five years and reason for change, if any.

c) Attach the most recent three years of tax returns if Applicant is an individual.

10. Name any of the following that will be involved with the Project (with address and phone numbers):

a) Counsel for the Applicant

b) Architects and engineers

c) Contractor for project

d) Other professionals

e) Does the Applicant or any guarantor have any previous or ongoing relationship with any Board member or legal counsel of the Board? If so, please describe in detail.

11. Give three credit references for you personally, and three for your business.

12. Please disclose whether any applicant, guarantor or any other person involved with the project is currently engaged in any civil or criminal proceeding. Also disclose whether any individual involved with the project has ever been charged or convicted of any felony or currently is under indictment. Please supply detailed information.

13. State law requires that title to the projects be conveyed to the UDA in order for it to grant payments in lieu of taxes; UDA then leases the property to the applicant or entity designated by the applicant. Indicate who the lessee will be for the Project.

a) State the tax parcel number for all property involved with the Project and the current assessed value of the Property.

b) Are any assessments presently under appeal? If so, describe the status of the appeal.

c) Will the Project result in the subdivision of any present tax parcel?

14. Provide the following information about the loan or proposed loan for the Project:

a) Name, address, and phone number of lender and contact person with lender;

b) Amount of loan; and

c) Attach lender’s commitment letter.

15. Demonstrate financial need for a PILOT to enable the project.

a) What elements of the pro-forma demonstrate need (ROE, DCR, Equity, etc.)?

b) Will tax savings be sufficient, or is there a need to convert this savings into cash equity?

17. Attach a cash flow pro-forma at least five (5) years along with a statement of Sources and Uses of Funds for the project. (this may be prepared by the applicant). Sample formats are attached.

16. Attach information about the financial history of the Project and previous attempts to develop, if possible.

18. The statement on the form below must be included along with a dated signature of the applicant or applicant’s representatives.

This application is made in order to induce the Macon-Bibb Urban Development Authority (UDA) to grant financial incentives to the applicant. The applicant hereby represents that all statements contained herein are true and correct. All information materially significant to the UDA in its consideration of the application is included. The applicant expressly consents to the UDA’s investigation of its credit in connection with this application. The applicant acknowledges that it has reviewed the descriptions of the UDA financial program for which it is applying and agrees to comply with those policies. The applicant specifically agrees to pay all reasonable costs, fees and expenses incurred by the UDA, whether or not the incentive is granted or project completed.

Applicant Signature 
Date______________

Project Evaluation

Basic Requirements 

All Projects

	Completed Application 
	 FORMCHECKBOX 


	5 year Pro Forma
	 FORMCHECKBOX 


	Pre-development Conference
	 FORMCHECKBOX 


	Proximity to CBD
	 FORMCHECKBOX 


	Substantially improves parcel value
	 FORMCHECKBOX 


	Verified Financing Gap
	 FORMCHECKBOX 


	Produces at least 10 units of housing
	 FORMCHECKBOX 


	Adheres to Zimmerman/Volk Study
	 FORMCHECKBOX 


	Property is under contract or owned by developer
	 FORMCHECKBOX 


	Construction has not started
	 FORMCHECKBOX 



Rehabilitation only

	Project conforms to Secretary of the Interior’s Standards
	 FORMCHECKBOX 



Evaluation (50 pts possible) 





Total Score:           _
Uses (10pts possible)







Score:     ____

Number of Residential units:

(10-15 units- 2pts, 16-25 units- 3pts, 26-50 units- 4pts, 51-75 units- 5pts, 75+ units- 6pts) 

Other uses in addition to Residential:
Percentage division of uses (by square feet):

(4pts. Given for projects that induce ground level pedestrian activity with mixed uses)

Preservation, Design and Art (15pts possible)



Score:           _

Actual Construction Year:

National Register listing status: 

(Landmark- 5pts; Listed-4pts; Listed, contributing- 3pts ; Eligible- 2pts; Ineligible- 0pts)
The building is listed on the endangered properties list of either the National Trust or the Georgia Trust: Y/N (Y- 5pts.)

The Design is of exceptional quality, beauty or architectural excellence: Y/N (3pts)
The project will contribute permanent public art: Y/N (2pts)

Preference will be given to preservation projects. 

Gap Financing (10pts possible) 





Score:           _
The project has a verified financing gap of:

This gap was verified by the following commercial lenders:

A PILOT of __ years will be required to achieve a return on equity of 15%.

A monetized PILOT of __ years will be required to close the equity gap.

(10 pts if one or both possible structures is less than 15 years)

PILOT length will not exceed the longest length specified above.

Specify savings percentages requested: ____________________________________

Project Size (10pts possible) 






Score:           _
Total Development Cost:

($1-$3million- 1pt, $3+-$6million- 2 pts, $6+-$10million- 3 pts, $10+-$20million- 4pts, $20million+- 5pts)  

Financing Gap as proportion of Development Cost:

Total sq. footage built or substantially rehabilitated:

(10,000-15,000- 1pt, 15,001-25,000- 2pts, 25,001-40,000- 3pts, 40,001-75,000- 4pts, 75,001+- 5pts) 

Environment (2pts Possible) 






Score:           _
The project is LEED certified: Y/N (Y-2pts)

Preference will be given primarily to preservation as environmentally sustainable development and secondarily to LEED certified projects.

Location (3pts Possible) 






Score:           _
Location Address:

(<2miles from center- 1pt, <1mile from center- 2pts, <500ft from center- 3pts)
Preference will be given to projects closest to the geographic center of the designated target area downtown.

Additional Materials

· Staff will develop a pro forma/ financial statement reflecting the impact of the suggested savings schedule and/or monetization.
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