(HB854 Del. Cousins)

VIRGINIA HOUSING

ALLIANCE

Allow Localities to Exempt
Nonprofit-Owned Affordable Housing from Property Taxes

The Problem

Virginia's affordable housing shortage continues to
deepen, driven by rising construction costs, limited
federal resources, and the impending loss of
thousands of units with expiring affordability
restrictions. At the same time, property taxes can
place significant burdens on the production and
preservation of affordable homes, siphoning funds
that could maintain properties or serve residents.

Local governments overwhelmingly want to preserve
and expand affordable housing, but need more
flexible, cost-effective tools to make these
developments financially feasible.

The Technical Fix

A simple clarification in Virginia law (§ 58.1-3651 and
§58.1-3603) would allow localities to grant targeted
property tax exemptions for nonprofit-controlled
affordable housing, including those financed with
federal Low-Income Housing Tax Credits (LIHTC). This
clarification does not broaden existing constitutional
exemptions. Localities are already permitted to
exempt property owned by a nonprofit and used for
charitable purposes; however, affordable housing
properties often require specific ownership structures
that include for-profit entities for funding reasons. A
technical fix accounting for these ownership
structures but still requiring nonprofit control would
align state law with affordable housing financing
requirements and thus increase the effectiveness of
the existing tools allowed by our constitution.

This is not a mandate; it is an optional tool.
Localities retain full authority to determine
exemptions, qualifying requirements, oversight
conditions, and manage the fiscal impact.

Why It Matters

* Tax exemptions reduce operating costs
and, when codified, can improve debt
coverage ratios without requiring large
upfront public cash contributions or loans.

* Nonprofits are key stewards of Virginia’'s
affordable housing. These exemptions help
nonprofit sponsors to maintain properties,
offer resident services, and provide deeper
(or longer) affordability.

» Itis worth noting that the HB854 Statewide
Housing Study identified the need to give
localities broader and more clear tax
exemption authority, with affordable
housing in mind.

Examples from Other States

e Many states, including Arizona, Colorado,

Connecticut, lllinois, Florida, Michigan, New
York, Oregon, Texas, and Washington,
already allow what this bill is attempting to
provide in Virginia.

* Although the language varies, the statutes

adopted in each state similarly clarify how
their constitutional tax exemption for
charitable use applies to nonprofit-
controlled affordable rental housing, even if
there is for-profit participation in the
ownership structure as is required for the
Low-Income Housing Tax Credit program.
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