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Recovery is Ready to

By C.R. "Buzz" Canur, Eo.D., PresIDENT OF SITE SELECTION SERVICES, AND
SHerry R. Vance, Director oF ProlecT MANAGEMENT; ANGELOUECONOMICS

NEARLY A YEAR AFTER HURRICANE KATRINA, “GO Zone" and other incentives

offer new options for businesses in and out of the region.
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In lare August 20035, the Southeast-
ermn coastal states of Mississippa,
Louisiana, and Alabama were barraged
by one of the most devastanng and
deadly scorms ever to hie the United
Stares. Months larer, these states are sull
digging our from the physical and fiscal
harm imposed by Hurrdcane Katrina,
Fortunarely, they aren't alone in their
recovery efforts, thanks o several Con-
gressional relief bills, ameng them one
of the most powerful ever ereated for
states dealing with the effects of wide-
spread disasters.

These recovery tools are desimed o
assist existing business and industry in
recovering from damage caused by Kat-
rina, They arc also designed to attract
new business and industry to the region
through attractive and accelerated
incentives. Wit such widespread physi-
cal destruction throughout the region
and the loss of thousands of busmesses,
these incentives are vital to assist the
Fegion in economic recovery and
employment stabilization.

1t 15 important to note that there has
already been significant recovery in
muany of the areas impacted. Electneity
has been restored to all areas capable of

recewving it. Telephone and Inemet
access have been reconnecred 1n miost
areas, Significant efforts are underway to
provide both temporary and penmanent
housing. And infrastructure is being
repaired, reconstructed. and relocated to
provide crineal services. Significant
analysis and evaluanon has already been
conducted, and addinonal smdies, plans,
and straregies are currently under devel-
opment — all designed to help imdivid-
uals, businesses, and mdustmes retarn
stability and growth as soon as possible.
The Gulf Opportunity Zone — or
GO Zone” — Act, signed into law by
Presiclent Bush on December 21, 20415,
contains sgnificant economic incenoves
ter rebuild the Gult Coast and o aceract
new mvestments to the atfecred areas.
Modeled atter the MNesw York Liberty
Zone incentives created for pans of
lower Manharan after 9711, these
incentives are intended ro simulate
rapid private investment in the GO
Zone within the window of time pro-
vided. These economic oentives are o
significant that any business considering
an investment in new, replicement, or
expanded operations, or buildings or
equipment within the GO Zione should
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consider how o employ thee incen-
tves to the fullest extent possible,

The GO Zone incentives have been
written ina pumnner o help make them
easy to understand and to implement.
However, parties interested in the
incentives should be aware that there are
tme limittdons under which a qualify-
i entities must make spplication and
complete their new or expanded invest-
mients. The incentives are aggressive,
high impact, and desizned for immedi-
ate benefit to those who qualific

after Auguse 28, 2005; and (4] which
was acquired by “purchase™ for which
there was no “written binding contract™
for its acquisition in effect before August
28 05 The swindow t;ll_mppurnluit],'
for ustng the bomus depreciation s nar-
(% 5 qll:l]il_ll:‘t‘] GO Zone property st
be placed in service by December 31,
2007 for persomal property and on or
before December 31, 2008 for real
property.

The 50 percent bonus depreciation 1s
avinlable tor both costs incurred on new

If business and industry response

The paragraphs to follow mclude an
analysis of the GO Zone mcentves;
prepared by Steve Riosenblare, Barry
Cannada, and fohn England. attormeys
with Butler, Snow, € Mara, Stevens &
Cannada, a law finm with offices in Mis-
sssippt and Tennessee. Any business or
industry considering a new location in
the Southeast should take a senous look
at the GO Zone incentives and deter-
mine how they may provide animediace
impact.

FiFry PercenT Bonus
DepReCIATION

The GO Zone Act allows for a sig-
mificant acceleration of the nommal
depreciation deducton by allowing a
bonus depreciation deduction, 1n the
first year qualified GO Zone property s
placed in service. equal to 50 percent of
its cost, i addition to the nermal depre-
cranen deducnon for the balance of
such costs. This benefit i available to
businesses ot all sizes, and there 15 no
dollar cap on the wtal amount of bonus
depreciation that can be claimed.

The bonus deprectation can be used
for mvestments in qualified GO Zone
praperty, which must meee the follow-
ing four elements: (1) ehigible property
— generally equipment, non-residential
real property, or residential rental prop-
erty; (2) “substantally all” of the use of
which #5 in an "active rade or business”
in the Go Zone; (3) the enginal use of
which began in the GO Zone on or
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projects and for rehalalitition costs:
[Costzincurred for replicement, reno-
vation, or rehabilicagon of exstung
Property are treated as separate property
for purposes of the GO Zone Act.)
Opt-outs of bonus deprecation
allowance are permitted by asset class,

There are some restnctions on the
use of bonus deprecianon, any por-
tion of property s financed with tax-
exempt bonds, that entire property 15
meligible for banus deprecation. Gam-
ing property 15 cxcluded, as is property
used in connection with any private ér
cormercial polf conrse, country club,
or liguor store. Recapture provisions
apply if the property ceases m be quali-
fied GO Zone property. usually because
115 sold or because it 15 moved out of
the (GO Zone, The use of the dedue-
tions afforded by bonus depreciation
also remains subyect to the normmal himi-
tations found in the “at-risk™ and “pas-
sive actvity” miles.

Five-Year NeT Operaring Loss
{(NOL) CarrvBack

Roecopmang that the deductions
generited by the 50 percent bomis
depreciation may excesd coment year
meome, Congres expanded the oppor-
tunity for husinesses in the GO Zone to
carry hack their net operating losses,
The tme penod for the NOL carryback
was extended from two vears o five
vears, and businesses may carry forward
MNOLs for op to 15 years, This may

enable a business to convert Qperating
]-.‘1:1'5:}1: e I'Q,‘I‘-I.Ilili,l.‘i I;,J]' Eixes prwu.!u&h’
p,'ml.

Oualitving losses may be used o off-
set up to LU0 percent of income subject
to the Altermative Minomum Tax, Qual-
ihving losses include: (1) deprecianon
deductions with respect to qualified
Zone property; (2) in-Zone casualty
loses; (3} moving expenses; (4) tempo-
rary housing expenses; and {3) repair
expenses resulong from Kamna.

Tax-ExempT, PRIVATE-ACTIVITY
“GO Bonps”

Tax-exempt, private-acovity bonds
have noaw been authonzed o finance
development of a wide armay of com-
mercial projects i the Zotne on or after
August 28, 2005, Misisippi may issue
in excess of $4.9 billion in tx-exempt
GO Bonds,” while Lowsana may issue
rearly $7.9 billion, and Alabama may
issue m excess of 2.1 billion. These
bonds are avilable o most business see-
tors. but gaming and certain other activ-
inies discussed above are excluded. Bond
proceeds may be used to fund construc-
tion and renovaton of nonreadenaal
real property and certain residential
rental property (movable fixtures and
equipment are excluded). For new
Acquisitions of exisnng property o qual-
ify, Improvements must be made to the
property 1 an amount not less than 50
percent of the purchase price.

A project must choose beoween
bonus depreciation and ax-exempt
bonds on costs that otherwise would
qualify for both incentives. Additonally,
GO Bonds muse be ssued on or before
December 31, 2000, Under current fed-
erl tax law, bomowen may use hond
proceeds to retmburse for coss previ-
oushy incurred by the borrower for only
i) davs prior to iminal approval by the
govermmental authority isuing the

bonds,

AppmonaL STaTe Law
InCENTIVES IN MiISSISSIPPI

If properly structored, projects
finariced with tax-exempt GO Bonds
can be exempt from the sales and vse fax
— generally 7 percent — and, with
proper planning, can avoid a portion of
the contractor’s tax — the 3 percent tax
o1 component materials and on design
services, Ako, projects financed with
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Gulf Opportunity ("GO") Zone Counties

LOUSIANA (PARISHES) MISSISSIPPI ALABAMA

Acadia, Ascension, Adams, Amite, Attala, Claiborne, Baldwin, Choctaw, Clark,
Assumption, Cal_-'.:itsTﬂq, Choctaw, Clarke, Il:apgiah4 Covingtan, Greene, Marenga, Motile,
Cameron, East Baton Rouge, | Farrest, Franklin, Geaorge, Greene, Pickens, Sumter, Tuscaloosa,
East Faliciana, Ibaria, Hancock, Harrison, Hinds, Holmes, Washington

Ibenville, Jefferson, Jetferson
Davis, Lafayette, Lafourche,
Huhbjmn,'ﬁﬂ_ems,
Plaquemines, Pointe
Coupes, 5t Bernard, 5t.
Charles, 5t. Helena, 5t
James, 5t. John the Bapuist,
St. Martin, St, Mary, St.
Tarmmany; Tangipahos,
Terrabonne, Vermilion,
Washington, West Baton
Rouge, West Feliciana

Humphreys, Jackson, Jasper. Jefferson,
Jeffersan Davis, Jones, Kemper, Lamar,
Lauderdals, Lawrence, Leake, Lincaln,

Lowndes, Madison, Marion, Neshoba,
Mewton, Moxibes, Oldibbeha, Paarl

River, Perry, Fike,
Rankin, Scott,
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GO Bonds are eligible to oban ad val-
orem tax exemprons, subject o the dis-
cretion of the local governing body
where the project 15 located, Fially,
businsses vnlizing tx-exempt GO
Bonds may also be eligible for RED
Program state income tax credits. These
three state law incentives can produce
significant savings, espectally when
combined with the savings of the cost of
funds for a tax-exempt, privite activity
bond.

OtHer BEnEFITS OFFERED BY THE
GO Zowne Act

= 1M} percent deduction for qualify-
ing angible personal property for small
businesses: The amount small businesses
are permitted under Secton 179 o
expense, rather than depreciate, for
mvestments in qualifiing tangible per-
sonal property and computer software
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Simpson, Smith, -7 — LI—I_";I._
Stene, Walthal, I ] e 5 28

Wanezn,
Wayne,
Wilkinson,

phiced in service in the Zone has been
increased by § 100,000 to $208,0000, The
placement in service dates are the same
as those that apply to bomus deprecia-
tions The investment ceiling limit for
eligible property has been increased by
SOOUO00 to &1 ,0030,000

¢ Demolition and cleanup expenses
miay be expensed: Under existng law,
the cost of demolition generally is added
to) the business owmner's basis in the
underlying land and connae be recov-
cred uniil the propermy 15 5old. The GO
Zome Act allows businesses mo expense
M) percent of their demalition and
cleanup expenses meurred through
2007,

* Work Opportumty Tax Credit
(WOTC): Emplovers may ¢laim the
WOTC ifthey hire @ new “Hurmicane
Katrina emiplovee.” This is an andividual
wher, on-August 28, 2005, had 2 pooc-

FO FREF SITE

pal place of abode in the ' core disaster
arca” and (1) whe was hired atter
August 27, 2005 and before Augast 25,
2007 for a job located in the core disas-
ter area; or {2) who was displaced by
Hurricane Katina and was hired after
August 27, 20005 and on or before
Deccember 31, 2005 for a job located
outside the core disaster area. For
employers putside the GO Zone, the
employes must have been hired after
Auguse 27, 20005 and before Jannary 1,
2000H. For emiployers within the GO
Lone, the WOTC s exrended for
emplovees hired through Augose 27,
2007, Eligible employers are allowed a
credit of 40 percent of the first 86,000 of
qualified fist-year wages pad to each
chgible employee

» Emploves Betention Tax Credit:
The Emploves Retention Tax Credit
wits expanded o apply twall emplovers
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m the Zone, regardless of the number of
employees. The credit is equal o 4()
percent of qualifying wages up o a sub-
Jjeet 1o a maxanom of §6,000 (for a
mapcnmum credic of $2,4(00 per qualify-
ng employee) and applies to qualifying
amounts expended prior o Decernber
31, 2003,

OTHER IMPORTANT PROVISIONS OF
THE GO Zowne Act

The GO Zone Act contains i num-
per of addinional incentives and relief
prowisions that are important to busi-
MESSES i.:li'HI'.ILJ.L'TI'IIg ATk 'irl'l.'i_".\TT'I]L'F'I'[' 'i.l'l [hl.‘
GO Zone.

* [ncrease in qualified rehabilitation
credit: The credit for gualified expendi-
ires for 4 historc stucmire was raised o
26 percent and for other qualified struc-
tures o |3 percent.

* Expensing of gualified environ-
mental dleanup costs: The deducrdbilicy
of ervironmental cleanup coss incurred
on qualifying sites was extended for two
vears and applics to the cleanup of
petroleum products. To qualify, costs

must be incurred from August 27, 2005
through ecember 31, 2007,

* MNew market tax credit authority
increased: The allowable credit is equal
to 39 percent of qualifying invesoments
in low=-income communitics. To guali-
fv, the investment must be made by an
authorzed commumity development
entity (CDE). An additional 41 billion
inauchonty was granted tor the years
20052007,

* Low-income housing: The act
authorizes almost $40 million in addi-
tional low-income tax credits for Mis-
sissippil. Addinenal provisions will
increase the credits available to investors
tor new construction and rehabalitanon
expenditures.

* B eforestations incentives for somall
timber owners: The cap on the
d{'l."l.ll"llhl!‘“_\' I-It-]'t‘l-II!I]'t"HI.LIlHII CLALE WS
doubled o 20,0000 per year through
20004, and a special five—year NOL car-
rvback for small timber opemtions was
authorized. To guakify, the tmber
ovwrier st owin less than 500 acres of
timber

The damage cansed by Hurrcane
Katrina 15 nnprecedented. The impact
on individuals and exisang busmess and
industry has been catistrophic. Dut sig-
nificant lessons have been learned, and
significant efforts are underway o s
the region in recovery and, more
importantly, fiture growth. IF business
and industry response 1o the GO Zone
incentves reaches the proportion Con-
gressional and regional representatives
expect, undoubtedly the entre Gulf
Coast region will be back, beter and
stronger than ever,

AngelewEcoronics s an ceomene devel-
oprtent coniseiltivg fir specializing fn the site
sefection needs of the rechnelopy industry and
tie coommnnintees seeking o reendl theme. The
et v e arrpelougsonones com. Buss
Coarrap e b weactecd ot beanpi@angeloe-
comgrnnies. conr. Butler, Snowe, OF Mara,
Stevens & Canedie i3 one of the larpest fnge
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know ahout doing basiness in Mississippi.

WHY IS MISSISSIPPI ONE OF THE NATION’S
HOTTEST POLYMER LOCATIONS?
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Huomie 10 the renowned School of Palymers and | ligh Performance Matenals ar the

Usiversity of Southern Miss., as well as che Missisippi Palymer Institure, we'ne
]1ri|‘|‘l:.‘d fior the pn]}'nwr i|1.L‘:|.J§1'|':|'. Bitt that’s not the whole store. [ vou're 1n the
business af tu nimg polymirs imio |1:rr_'|ﬁ1'-;_ call i, We can rell vou all vou need ro

Contact us at 800 528 5196 or www. mississipgripawer.com

CALL US.

MtSSISSIPPI‘A- Always on’

BULTEEE CRMRART

Request 451 on Executive Inquiry Card
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