Recent Georgia
Legislation Affecting
Bankers



I. House Bill 586: Redefining Application of Intangible Tax

Georgia law imposes an “intangible recording tax” on security deeds and similar
documents granting real property as collateral for long-term indebtedness. The tax is
imposed at the rate of $1.50 per each $500.00 of debt secured by the property, and must be
paid at the time the security deed or other instrument is recorded in the deed records.
Although there is a $25,000.00 maximum limit on tax payable for a single security deed,
the threat of imposition of intangible tax is often sufficient to prompt borrowers and lenders
to use an artificially shortened maturity date of three years or less on commercial real estate
loans to avoid the tax. This is because the tax is only imposed where the secured debt is
classified under the law as “long-term” debt. The law previously defined long-term debt
as a debt maturing more than three years after the date of the promissory note giving rise
to the debt.

Newly passed House Bill 586 brings a major and welcome change to Georgia’s
intangible tax law by redefining the meaning of long-term debt. Under the law as amended
by this bill, a long-term debt is one that matures more than 62 months after the date of the
note giving rise to the debt. Thus, a loan with a term of five years or less will not be subject
to intangible tax and there will no longer be a need to artificially impose a three-year
maturity date for tax avoidance purposes. Real estate secured loans with terms of more
than 62 months will remain potentially subject to taxation, so parties may still consider
imposing a maturity date of 62 months or less when they desire to avoid payment of the
tax.

The bill makes only limited surgical changes to Georgia’s intangible tax laws by
lengthening the minimum time threshold for long-term debt from three years to 62 months.
It makes no other changes to the law, whether as to tax rates, exemptions, apportionment,
or otherwise. Thus, its only effects on future lending practices should be selection of
maturity dates for real estate secured loans.

House Bill 586 was passed by the Georgia legislature and sent to the Governor for
signature on April 9, 2025.

II. Senate Bill 119: Manufactured Home Titling

Manufactured homes and mobile homes are unique in that Georgia law views them
as vehicles from the time of initial retail sale, thus requiring a motor vehicle certificate of
title to evidence ownership and security interests, but permits the owner to later convert
the home into “real property” much like a site-built house by undertaking a specific
conversion process. That process previously involved submitting a “Certificate of
Permanent Location” signed by the owner and all security interest holders to the county
clerk of superior court and to the state revenue commissioner, and surrendering the
certificate of title to the home. Once the process was completed, the home would be viewed
as part of the underlying real property and could not be removed from the real property
without consent of the owner and all lenders holding security interests in the underlying
real property, and no further certificates of title could be issued for the home.
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Senate Bill 119 revises that process and its effects. First, the filing of the Certificate
of Permanent Location no longer requires the secured parties’ consent. It can be done by
signature of the homeowner alone. Secured parties are notified by the revenue
commissioner once the conversion process has been completed. Second, the conversion
process has no effect on lenders who held a security interest in the home (as a vehicle)
before the conversion process was completed. Those lenders will continue to have the
same rights and remedies on their loans, and the same lien priority in the home, as if the
home had remained a vehicle. This includes the right, upon default, to remove the home
from the land without consent of the landowner or lenders holding security interests in the
land; and to resell the home as a vehicle for which a new certificate of title may be issued
to the purchaser. It will then remain a vehicle until the purchaser undertakes the conversion
process anew, if ever.

The effects of the bill may be concerning to secured lenders in that their affirmative
consent is no longer required for a mobile or manufactured home to be converted into real
property. However, the effects of the bill help clarify secured lenders’ rights and remedies
in the respective home and underlying land, and provide a defined process for resale and
retitling of the home upon default. It will be necessary for lenders extending credit secured
by land upon which a mobile or manufactured home is located, or foreclosing on such land,
to assure that there are no prior unsatisfied security interests in the home itself as those
interests will retain rights in and post-default remedies to the home apart from the land.

Senate Bill 119 was passed by the Georgia legislature and sent to the Governor for
signature on April 7, 2025. Assuming the Bill is signed into law, which is expected, it will
become effective on July 1, 2025.



