From: kmichel@michellawfirm.com

To: thwilson@columbiasc.net

CC: Iplaugh@aol.com, impalen@columbiasc.net <mailto:;jmpalen@columbiasc.net>,
stevebenjamin @parkerpoe.com, skbenjamin@columbiasc.net, sdavis@columbiasc.net
<mailto:sdavis@columbiasc.net>, tidevine@iilawfirm.com, tidevine@columbiasc.net, lkplaugh@columbiasc.net
<mailto:lkplaugh@columbiasc.net>, gdn@newmanlawllc.com, bdnewman@columbiasc.net,
mobaddourah@columbiasc.net <mailto:mobaddourah@columbiasc.net>, moebadd@hotmail.com,
carunyan@columbiasc.net, cameronrunyan@gmail.com <mailto:cameronrunyan@gmail.com>,
ahaker@columbiasc.net, msgentry @columbiasc.net, ilalonso@columbiasc.net <mailto:jlalonso@columbiasc.net>,
macaughman@columbiasc.net, whouknight@columbiasc.net, rbgray@columbiasc.net
<mailto:rbgray@columbiasc.net>

Sent: 5/19/2014 6:03:50 P.M. Eastern Daylight Time

Subj: Re: Impact on Bull Street Taxes

Ali:

The intent of this bill is to provide tax credits that will make renovation of the Babcock Building (Babcock)
economic for a developer. The approach is similar to the Textile Mill tax credits that have enabled renovation of
textile mills across the state (i.e. Granby, Whaley). The form is expansion of the Abandoned Buildings tax credit
because of where that legislation already was in the process when work was started on this this year.

The rationale is that if the state owned a building, like Babcock, and through state neglect, the building's
renovation costs are not economic, the state should provide an incentive for the private sector to make the

investments to bring the building back into the stream of commerce, especially if the building is historic and the
community agrees it needs to be preserved.

The legislation would remove the existing Abandoned Buildings tax credit cap of $500,000 and allow the
credit to be taken over 2 years instead of 5, for a building like Babcock. It would also increase the state 10%
historic tax credit to 25% on buildings like Babcock. The combined effect would be a net $13,300,000 cost in each

of the first two years on the Babcock rehabilitation, as estimated by the BEA in the attachment linked in this
thread.

For the City, there are two things to consider. First, if the state offers these incentives and it brings
private investment to renovate Babcock and put it back into the stream of commerce and on the tax roles, the City
will benefit from the taxes generated and from the follow-on development around such a large signature property,
or "anchor tenant." In essence, this would be a $26.6 million state boost to the development of Bull Street.

Second, the legislation provides a path for the developer to take the credits against local property taxes,
rather than against state taxes. To date, as far as we can find, no developer on any project even remotely as large
as Babcock (textile mill renovations across the state) has taken the credits against local taxes for the following
reasons:

1. Local property taxes do not add up to enough for the developer to take them against their own taxes
and selling the taxes to a 3rd party diminishes the value of the tax credits.

2. The state credits are immediately available to the developer. However to take the credits against local
taxes, the developer has to get affirmative permission from the local municipal government, and then survive the
veto power of other taxing authorities that share in the local taxes (Richland County and Richland One School
District in the case of Babcock). No developer wants to declare that they will take the credits against local taxes
and then find out later that a local authority disapproved them when the developer can automatically take the
credit against its much higher state tax burden.




So, while there is a scenario under which the effects of this legislation could cause the City to shoulder the
burden of these tax credits, the chances of that happening are exceedingly remote because to pursue that path is
to the detriment of the developer. Indeed, the BEA fiscal impact document assumes the developer will take the
credits against state taxes.

The prospects for passage of this legislation this year are 50-50, at best. Proponents began work late and
there are a number of key legislators who have not yet signed off on passage. Nevertheless, proponents are
working to try to get it passed this year so that they can try to get work on Babcock and any other similar
structures started. The Municipal Association is working for passage of the bill.

Though it may not appear so, | have tried to keep this brief. If you have questions, please do not hesitate
to ask us.

Thanks.

Kyle G. Michel

803-708-0876

803-546-2458 - cell

www.michellawfirm.com <http://www.michellawfirm.ccin_b

On Mon, May 19, 2014 at 4:23 PM, Wilson, Teresa B <tbwilson@columbiasc.net> wrote:

Kyle,

Please brief Council on the implications of this legislation as we have been discussing. Mrs. Plaugh
would specifically like to know how the passing could impact City revenue streams. Thanks,

Teresa

From: LPlaugh@aol.com [mailto:LPlaugh@aoI.coml

Sent: Saturday, May 17, 2014 1:19 PM

To: Wilson, Teresa B

Cc: Palen, Jeffery M; stevebenjamin@parkerpoe.com <mailto:stevebenjamin@parkerpoe.com=;
Benjamin, Steve; Davis, Sam; Devine, Tameika; Devine, Tameika; Plaugh, Leona; Bdn @newmanlawllc.com
<mailto:Bdn@newmanlawllc.com> ; Newman, Brian D: Baddourah, Mog; moebadd@hotmail.com
<mailto:moebadd@hotmail.com> ; Runyan, Cameron A; cameronrunyan@gmail.com
<mailto:cameronrunyan@gmail.com= ; Baker, Allison; Gentry, Missy Smith; Alonso, Janice L; Caughman, Missy;
Plaugh, Leona (External AQL)

subject: Impact on Bull Street Taxes




Teresa,

What is the impact this bill will have on Bull Street city property tax revenues?

httg:[[www.bea.sc.gov[webﬂles[BCB BEA[Senate%ZOFiscal%ZO\mgact[SB 234 %28as amended 5-

8—14%29.pdf
<htt9:[{www.bea.sc.gov[webfiles[BCB BEA[Senate%ZOFiscal%ZOlmgact[SB 234 %28as amended 5-&-

14%29.pdf>

Leona Plaugh

Columbia City Council - District 4

73 Somerton Place

Columbia, SC 29209

(803) 782-1947 <te|:%28803%29%2(}782A1947>
lglaugh@aol.com




