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GASB 77 Tax Abatement & Foregone Revenue Disclosures 

Definitions and guidance

[bookmark: _GoBack]Tax Abatement – “A reduction in tax revenues that results from an agreement between one or more governments and an individual or entity in which (a) one or more governments promise to forgo tax revenues to which they are otherwise entitled and (b) the individual or entity promises to take a specific action after the agreement has been entered into that contributes to economic development or otherwise benefits the governments or the citizens of those governments.” (GASB 77)

Substance over Form – “A variety of labels are used to identify tax reduction programs – exemptions, deductions, credits, rebates and abatements. . . the Board concluded that this Statement should focus on the substance of the transactions rather than on their form or label” (GASB 77).  

“Although many tax abatements directly reduce the amount of taxes paid and do not involve the actual collection and return of taxes, the mechanism used to conduct the transaction is not relevant to determining whether a transaction meets the definition of an abatement.  Therefore, the fact that the developer pays property taxes and subsequently receives amounts from the government related to the additional property tax revenues means that the government did, in substance, forgo tax revenues” (GASB Implementation Guide 2017).

The sample disclosures list individual agreements, if there are multiple agreements of a specific type they may be listed in aggregate by program. The example disclosures in this document may provide more information than what is required by statute. See GASB 77 for additional example disclosures.

Sample Disclosure Notes

EXAMPLE – Participating in an RDA
XYZ School District participates in redevelopment activities that qualify as tax abatements, according to GASB 77 through ABC Redevelopment Agency as authorized under UCA 17C.  The purpose of the agency is to evaluate proposed development projects.  The most common method of assisting a redevelopment project is by providing tax increment financing.  For a complete accounting of increment financing arrangements, contact ABC Redevelopment Agency at XXX-XXX-XXXX.  Existing agreements to provide tax increment extend through 20XX.

Amount of tax increment paid to ABC Redevelopment Agency by year 
	2018
	$XX,XXX

	2019
	$XX,XXX

	2020
	$XX,XXX

	2021 (Projected)
	$XX,XXX



EXAMPLE – Performance based payment to developer
Smile City entered into an agreement with Gigantica Inc on May 1, 20XX, regarding the development know as Awesome Job Providing Development.  As part of this agreement, tax increment financing from sales tax will be used to recover the cost of infrastructure that will be owned by the city.  In addition to the cost of infrastructure, Gigantica Inc will receive $X,XXX for each full-time employee at the end of the five year period of time from the date of the agreement. The tax increment funds are held by the ABC Redevelopment Agency in accordance with UCA 17C. Contact them at XXX-XXX-XXXX for more information.
Amount paid to ABC Redevelopment Agency by year as Tax Increment
	2018
	$XX,XXX

	2019
	$XX,XXX

	2020
	$XX,XXX

	2021 (Projected)
	$XX,XXX



EXAMPLE – Fee Waiver
Sample City entered into an agreement with Big Box Inc on May 1, 20XX, regarding the development know as Amazing Development.  As part of this agreement, Bix Box agreed to build a retail store within Sample City limits, providing access to needed shopping opportunities for city residents, and limiting congestion and pollution on the highway connecting Sample City to other metropolitan areas.  Sample City agreed to waive the standard planning and zoning fees as well as the utility bill for the development for the first three years which should include the construction phase and the first few months of operations in accordance with UCA 10-8-84.  
Amount of foregone revenue as a result of the agreement with Big Box Inc.
	Year
	Utilities Waived
	Regulatory Fees Waived

	2018
	$XX,XXX
	$XX,XXX

	2019
	$XX,XXX
	$XX,XXX

	2020
	$XX,XXX
	$XX,XXX


EXAMPLE – Redevelopment Agency or Primary Government with an RDA component unit
ABC Redevelopment Agency currently manages five project areas and at times enters into agreements with developers that result in a GASB 77 disclosure requirement for tax abatements and foregone revenue.   
Wacky Wednesday is the anchor tenant for the retail shopping center located at 1234 N 5678 West.  As a condition of creating the retail shopping center and being the main tenant Wacky Wednesday was granted 50% of the property tax increment generated on the developed land for a period of ten years beginning on January 1, 2015.  At the end of the agreement the incremental tax will be paid directly to the taxing entities that participated in the project area agreement (Bright Thinkers School District, Beehive County, Thirsty Water Improvement District and Smile City). 
Industrial Park Inc. is the developer of the industrial park located at 456 S 987 E in Sample City.  As part of the development agreement entered into on June 30, 2027 Industrial Park Inc receives 90% of the tax increment generated from the park up to $10,000,000 to recover the costs borne by the developer to bring in utilities and roads which are now owned by Sample City.  The remaining 10% of the increment is paid out to Industrial Park Inc to facilitate an internship program for low income citizens.
Mr. Developer A received a pass through brownfields grant to evaluate and remediate a commercial property located at 159 N 753 W in Sample City.  The federal brownfields grant is administered by Beehive County and is in the amount of $500,000 the estimated remediation cost of this project is $750,000.  The Agency determined that it was in the best interest of the public to provide tax increment financing as a mechanism to finish funding the project and revitalize the down town area.  The agreement was entered into on July 1, 2018.  100% of the tax increment from the property owned by Mr. Developer A will be paid to the developer up to $250,000 or the project area expires on June 30, 2023.
Amount paid to ABC Redevelopment Agency
	Developer
	Tax Type
	Eligibility
	Mechanism
	Amount
	Other Commitments
	Timeline

	Wacky Wednesday
	Property Tax
	Board Determined
	TIF
	XX,XXX
	None
	TIF ends Dec 31, 2025

	Industrial Park Inc. 
	Property Tax
	Board Determined
	TIF
	XX,XXX
	Sample City Sales Tax
	Expires June 30, 2027

	Mr. Developer A
	Property Tax
	Brownfields Grant
	Federal Grant & TIF
	XX,XXX
	None
	Expires June 30, 2023
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