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Richland County continues its anti-business, high tax ways (see attached) of doing
business by seeking costs on this property tax appeal regarding the valuation of certain condo
units in Richland County.

The County admitted at the Administrative hearing that it did not lower the value of a
single condo that didn’t appeal in the reassessment year, notwithstanding the multiple
testimony that condo values had precipitously dropped.

The value arrived at by the County for the units during the worse real estate recession
since the Great Depression was some $4 million higher than what Appellant paid for the
condo units in 2010 — when the economy was much better.

The tax value of real estate rose in Richland County in the reassessment year during
the very height of the great recession — surely one of the few places in the United State where
this occurred.

The County used related party sales, false and fraudulent comp sales, and violated
numerous appraisal regulations by using too few valid comps.

The ALC upheld the appraiser’s valuation in part because she felt the realtor who
testified on the comparable sales issue was not credible — notwithstanding that he won

several national awards and was the sole listing agent for the condo development.



Admittedly both the ALC and the Supreme Court ruled for the County’s valuation but
Appellant accordingly asks that costs be denied.

Respectfully submitted,

e

Burnet R. Maybank{ NI

NEXSEN PRUET, bL

1230 Main Street, Suite 700 (29201)
Post Office Drawer 2426

Columbia, South Carolina 29202
(803) 771-8900

July 2 ,2014 Attorney for Appellants
Carolina Walk, LLC and Serrus Carolina Walk, LLC
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High property tax on business chills Columbia’s growth

By MIKE FITTS
colanews@scbiznews.com

a private student housing project

right across from Coastal Carolina
University in Conway. Called Monarch
544, the project brought 440 beds to the
growing campus area without expending
the college’s capital.

The investors then looked for sites in
Colurmbia near the University of South
Carolina to follow up on its success in the.

" state, as they had around the country. But
they quickly backed off and went else-
where, according to experts in commer-
cial real estate.

The reason: Property taxes for the
project they wanted to build in Columbia
were much higher than what they were
paying in Conway, or would pay in many
other college towns.

According to data compiled by CBRE
real estate firm, the initial tax assessment
for another investor’s project on the same
Vista site was three times what Monarch
544 pays in-Conway.

Land in downtown Columbia is more
expensive than in Conway, and the
planned project for USC would welcome
more residents. Still, the huge disparity
highlights an issue that could be hold-

ing back growth here: property taxes in
Colwnbia and Richland County are con-
sidered to be the highest of any South
Carolina metro area for commercial
development. One national survey even
puts Columbia’s commercial taxes among
the highest in the United States (see side-
bar on page 13).

David Lockwood, executive vice
president for South Carolina at Colliers
International real estate firm, said that
potential commercial investors first look
across the river to Lexington County or
elsewhere in the Midlands. “You develop
in Richland County and Columbia if you
have to do it,” Lockwood said.

En 2012, an investment group opened

Columbia, Mo.  San Antonio,

Texas

. Source: CBRE-Columbia

Business license fees combine with
property tax rates make Columbia an
unappealing commercial investment, he
said. '

“The layering of these tax components
is extremely detrimental to growth in
Richland County and the City of Colum-
bia,” Lockwood said. -

John Darby, president and CEO of the .

Beach Co. in Charleston, said that his
company found tax rates in Columbia to
be the highest it has dealt with in the state.

--The Beach Co. developed the CanalSide
project in the Vista along with numerous

projects in the Lowcountry, and its latest
development is in Greenville.

Columbia’s tax rates could be a major
factor in discouraging development here,
Darby said.

“It's more than taxes, but taxes sure

Wilmington.
NC

TaIIahassee;
Fla.

could affect the profit of the investment,’
he said

Do these tax rates scare away possible
customers before representatives of the
area even can talk about the benefits of
the region or special incentives? Some in
the commercial real estate field fear that
they do.

Leaders at CBRE Columbia, the com-
mercial real estate firm that has helped
close two deals to bring student housing
to the Vista, point to some local sites that
have sat vacant for years, including those
involved in these deals. The former Heart
of Columbia iotel site is directly across
Assembly from the Statehouse, for exam-
ple, which should be prime real estate.
But deals to put the site to some use have
been tried for years only to fall apart, said
Martin Moore, executive vice president at

.. = No. of beds

Arnold site: Blossom at Huger

673

Investment: $40 million
Developer: Park7 Group

Bernstein site: Assembly at Pendleton

‘about 700

Investment $62 million
Developer: Park7 Group

Also featuring: ground-floor retail space

Source: City of Columbia

Columbia ~  Coiumbiz

projects with profects
tax credit without tax
credit
CBRE.

Columbia ought to do much better
than it does, but it's difficult to know
how many patential investors don't really
explore Columbsia as an option.

“It's hard to know when somebody
doesn't call” Senior Managing Director
Mary Winter Teaster said.

Columbia Mayor Steve Benjamin con-
cedes that some developers could be put
off from considering Columbia by the tax
rates, but he expects that most compa-
nies would explore incentives and other
options to see if Columbia could be a
good fit.

“Most businesses are pretty savvy]
Benjamin said.

The state and tocal hind
What makes the property taxes for

[Edwards site: 620 Blossom St:
w818 o
investment: $40 million

D‘eveloper: Edwards Student Housing

USC site: Park at Blossom
about 880 in two phases

Investment: $94 million -
Developer: Holder Properties and USC

Tk
R
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This student housing profect proposed at Blossom and Huger Streets would beneﬁl from the city's 50%
tax credit for certaln residential propertis.

commercial ventures in Columbia and
Richland County so high? Start with S.C.
law.

South Carolina puts more of its tax
burden on businesses than many other
states, a situation the S.C. Chamber of
Commerce has sought to change for
years. The state chamber has campaigned
to correct what it sees as an unfair shift
of the tax burden that resulted from the
passage of Act 388. That law exempted
single-family homeowners from paying
school districts’ operating costs on their
primary residence. lo the chamber, that
means that businesses and multifamily
residences pay too much of the tax bur-
den.

Municipalities also have restrictions
on ways in which to raise revenue. Other

- revenue sources such as hospitality taxes
come with limits on the uses of the rev-
enue. A

“We have almost no tools,” Ben)amm
said. “That’s why we have to be creative”

Add to that state framework the spe-

cial challenges of the Richland County -

economy.
As Benjamin puts it, “It’s an interesting
challenge”
Benjamin pointed to several work-
horses of the city’s economy and how
many of them do not contribute to the

ner property tax rates.

A study by the Lincoln institute of :
‘Land Policy comparing effc_active tax
- rates across the country rated Colum-
bia as the highest among 53 cities for
Jindustrial tax rate, with an effective tax rate of 3.496%,
versus a nhational average of 1.424%. The survey assumed that
60% of the business assets were taxed as personal property.

For urban apartment tax rates, Columbia was ranked 14th of
e 53 cities, with an effective tax rate of 2.416% on-a property
alued at $600,000. The national average rate was 1.961%.’

olurnbia also has the second-lowest pro'p‘efty tax on a‘medi-,
home, in part because of exemptnons Combmed that -gave:
umbia the fourth-highest ratio of the 53 cities surveyed by the
mute for the difference between its commerc:al and home-

property tax, at least not directly. He rat-

tles off a list of the Midlands’ top employ- :
: deserve the tax credit - and that these

ers: the Statehouse and state agendcies,
the colleges including USC and its dor-
mitories and Fort Jackson. None of these
organizations pay property tax on build-
ings they own. That leaves a significantly
smaller chunk of the Richland County
economy to provide all the local govern-
ment funds that usually are paid for by
property taxes.

Many state capitals have similar issues,

"Benjamin notes, but Columbias mix of

employers makes the challenge even
more-pronounced. “The tax base is not
representative of a city of our size,” Ben-
jamin said.

To meet the challeuge, Benjamin said,
Columbia puts out a focused, combined
effort. That includes individual atten-
tion to possible projects and teamwork
on economic development. Benjamin
notes with pride that Columbia officials
have been directly involved in most of the
economic development efforts that have
brought new businesses and tenants to
Main Street.

Use of Incentives
Overcoming the challenging tax rates

See PROPERTY TAX, Page 14 D>
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Private student housing
merited a break, backers say

BY Mike FITTS
colanews@scbiznews.com

’

: he tax breaks given to three new
private. student housing projects

in Columbia have broken a prec-
edent. Others may be keen to_follow, but
elected officials say they will be careful in
deciding which projects measure up.

In the past, such tax benefits have been
given in order to attract more traditional
employers, such"as manufacturers. Those
advocating for the change argue that the
size of these investments makes them

projects will not come inside the city lim-
its without them. The main reasons cited:
high property tax rates and pricey city
requirements, including parking struc-
tures.

Real estate company CBRE Columbia
represented the buyer, Manhattan-based
Park 7 Group, for the first two projects to
gain approval, and made the case to the
city and county councils for the tax break.
Together, the two projects will bring more
than 1,300 new beds to the city. In both
cases, approval was unanimous.

paid a much lower property tax. Colum-
bia was prepared to tax the properties at
$1,582.per bedroom while a private proj-
ect in Tallahassee, Fla, home of Florida.
State University, pays $465,.and the Mon-
arch 544 project in Conway;: near Coastal
Carolina University, pays $458. Even
during the~10-year tax credit, the Colum-
bia projects will pay $791 per bedroom,
according to Johnson.

The tax difference in Columbia would
be difficult to pass along to tenants,
according to David Lockwood, executive
vice president for South Carolina at Col- .
liers International real estate ‘irm. The
pricing of the market won't allow it, if a city
project’s competitors are charging less for
housing in Richland or Lexington County.
“High taxes hit these projects hard,” Lock-
wood said. “You can't pass them on”

Truly Compelling’ Case

Local elected officials, who had not
approved such a tax break before, call
the case for these projects convincing.
“These numbers are truly compelling”’
said Columbia Mayor Steve Benjamin,
“We would have lost hundreds of millions

Leaders at CBRE
Columbia  reject
the argument that
the projects would
have come to the
city without the tax
credit, which gives
them a '50% tax
break for 10 years.
There are too many
options  outside
the city to build in,

DAVID LOCKWOOD,

High taxes hit these projects
hard. You can’t pass them on.

Executive vice president for South Carolina
at Cottiers Intarnational real estate fim

of development if
we didno't act deci-
sively” .

The tax credit
helps the com-
munity  increase
downtown popula-
tion density, rather
than let population -
continue to sprawl
into-  unincorpo-
rated areas. These

and too many cities
competing to attract this capital, accord-
ing to Martin Moore, executive vice presi-
dent.

Columbia requires these projects to
build their own parking-garages and to
build to the city’s ‘standards for vertical
development, Moore said. Going outside
the city limits has allowed developers to
use less expensive land and susface park-
ing and to build lower-rise units, as have
proliferated in the Bluff Road area.

Building outside the city limits also
means not paying the city’s allotment of
property tax. Moore and CBRE Research

i Director Ben Johnson inaintain that the
| taxes on the proposed student housing
; projects would have been prohibitive

without the tax credit. Without it, Moore
said, the two projects and their $160 mil-
lion total investment would go elsewhere.
“You have a major impact on the com-
munity that you wouldn't have otherwise
Moore said.

A survey of other student housing proj-
ects in comparable cities finds that most

student populations
will continue to add to the economic vigor
of the downtown area, Benjamin belieyes.

The two projects on the Arnold and
Bernstein sites will pay more than $1 mil-
lion in annual-property-taxes, even-after
the 50% tax credit, according to CBRE
estimates. That includes about $640,000
for Richland One schools, from tenants
who will enroll few if any children in the.
system Moore of CBRE notes. B

“Its still a huge win for the people of’
Columbia,” Benjamin said.

Kelvin Washington of Richland Coun-
ty Council said it was a challenge at first to
see the housing projects as eligible. He said
he became convinced that it was worth
doing because the tax credit ends after 10 -
years and because of the continuing need
to add assets to the county’s tax rolls. ]

Without thé tax break, the county
would have added nothing to its tax rolls,
County Council Member Greg Pearce
decided. Giving the tax break was better

See STUDENT HOUSING, Page 14 >
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-clleni-and their employees recelva the
. garvice that HUB s-known for. .

HUB works with you to build better emplayee
Programs for your clients. We simplify processas,
customize solutions, reduce the administrative burden and
coniral costs. Our expart employee benefits team heips

cllents navigate the Complexittes of health care reform o |
ensure compliance while bior’noﬂng wellness amdng . .. . .. .
employees. Our. i1 priority is to ensure,that you, your,

“Best Jn'Class?

Wendy B..Pace, Employse Bene'ﬁls Senior. Censultant .
05 « Wendnyace@hupinterﬁaﬁona!.com

the United States, Canada; Fuertg Hic.o, and Brazil,

[ | dred new;dowp;ox&n_‘ge;rsidcg_ts.”

Bdbbi'& Does
Churches

When it comes to selecting an experienced
design build team for your religious facility,
we listen to our clients. Babbitt means

I
|
]
I
!
i integrated design build with a proven
,' process, all under one roof.
|
|

Think. Design. Build.

803.731.5550
www.bobbitt.com

PROPERTY TAX, continiied trom Pagg 14 35

also involves the use of incentives. Ben-
jamin notes that can mean the major tax

i incentives that often are part'of economic

development, but also smaller efforts,
too. For Main Street,” that has meant

i using a special fund for property owners
: to improve the building facades or work-

ing to provide solutions for parking using

city facilities. This was used for the Hub

at Columbia student housing project i

thorny issue of parking for several hun-

Burnie Maybank, economic devel,

! cevelop
i ment attorney at Nexsén Pruet’ and for- -
| mer director of the. S.C. Departrient of

Revenue, notes that county councils have
the power in South Carélina to change
their property tax codés as they ‘see fit
to land a particular project. ‘Maybank
remembers working with one $:C. coun-
ty to tand a high-tech target. The county
cut its tax assessment on data servers to

- | match what a rival in another area-was
¢ offering and landed-the project.

Both Benjamin and Richland County
Council Member Kelvin Washington
wonder if the current tax incentives serve
Columbja and other urban areas well
Washington, a member of county coun-
cils economic development committee,
believes the economy has changed from
the old, factory-centered view and that.
incentives-have not kept up. “We have to
change the model,” Washington said.

Washington said over years he has
grown weary of companies that receive
2 property tax. incentive lasting several
Years coming back at the expiration to
seek an extension.. When do these deals

STUDENT HOUSING, continued from Paga 14 3>

than “to get 0% of zero? Pearce said.
Both Pearce and Washington cited

: the example of the project that Holder

Properties has launched with USC to
build office and student housing on land

}+ near the old Carolina Coliseum. The

project will create more than 750 beds
and’ spend more than $90 million over
its two phases. And the county will gar-
Rer no property taxes from the project,
the two men said, as the land will con-
tinue to belong to the university, even as
Holder builds and maintains it. Holder

Properties declined to comment for this’
! article.

While the 50% property tax credit is

; new, Moore at CBRE argues that some
: kind of tax or other incentive has been

at work in many local projects. New ten-
ants moving in this August at the Hub on
Main Street, for instance, will park in a
dity garage, instead of the owners having
to build (and pay property taxes) on one
of their own. Other downtown projects
have used Bailey Bill redevelopment tax
benefits or other economic development
bonuses.

<-.actually. pay’ off for local governments

Washington wonders.

Benjamin also believes that local gov
ernments need better options from the
State on incentives and revenue. :

“Id like the Legislature to recognize
the face that the metropolitan economies
are driving the growth in the state,” Ben-
jamin said - -

In the nearer, term, Benjamin .antici-
pates that the property ‘tax burden on

* businesses will improve. He notes .that
the former SCANA space, resolving the™

voters approved new school .bonds- in

‘recent years:in Richland' 1, ‘Richland 2
-and Lexigggoh-chhland'Distrjd 5. Those

bonds moving off the tax rolls in the years
ahead will provide some relief, There also
would be tax benefits if the city and Rich-
land County-can consolidate some func-"
tions, he said. It' an idea that has existed
locally for years but has not come to.pass
yet ’

In the longer term, Benjamin and oth-
ers say that they are seeking to increase
private business growth in Columbia, in
part-because growing the tax base with
new fnvestment would spread the burden
around better. Benjamin has cited the
need for growth as a reason for his sup-
port of the tax credits given to two new
student housing projects and for the pub-

‘lic expenditures being uséd in the Bull

Street project.

Bob Hughes, lead developer of the Bull
Street project, said that the project’s suc-
cess would give Columbia a more diverse
and vibrant economy with more visitors,
and would add greatly to the tax base,
which would provide some property tax
relief.

“It solves a number of problems,
Hughessaid. B

Gging Forward

Now that the precedent has been set
on this issue, local government leaders
koow.that other developers are‘interesting
in benefitting, too. “There-is.a significant
amount of interest,” Benjamin said.

City council has been specific about
what will deserve a credit, Benjamin said.

- To be -eligible, projects will need to be

designated as a’student housing project
and have an jovestment of $40 million or
-more, with a minimum tax bill of $750,000
per year before all credits are taken into
account

Washington, too, knows that others
will be interested. He emphasizes that the
usual tax benefits don't seem to fit the kind
of growth that is possible in the city lim-
its, citing the continuing discussion about
a tax break for discount retaiter Costco,
which he supports. Traditional metrics
about the size or potential jobs of a project
seem outdated-and inadequate, Washing-
ton said.

Only similarly big investments will
deserve consideration for a similar tax
credit to the student housing projects,
Washington said. “We're going to take
them case by case” B
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