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Brief Description: Expanding the homeownership development property tax exemption to
include real property sold to low-income households for building residences using mutual
self-help housing construction.

Sponsors. Senators Shewmake, Dhingra, Kuderer and Saldainia.

Brief Summary of Bill

» Expands the property tax exemption for non-profit low-income housing
development by including real property owned by a nonprofit entity who
enters into an agreement with another nonprofit to build aresidence
through a qualified mutual self-help housing program.

Hearing Date: 2/20/24
Staff: Rachelle Harris (786-7137).

Background:

Property Tax.
All real and personal property in the state is subject to property tax each year based on its value

unless specific exemption is provided by law. There are numerous exemptions from property tax
established either by statute or constitutionally. The largest exemption is for intangible

property. Other exemptions include churches, nonprofit hospitals, private schools and colleges,
agricultural products, and affordable housing.

Property Tax Exemption for L ow-Income Housing Development.
Property owned by a nonprofit or qualified cooperative associations for the purposes of
developing residences for low-income households is exempt from state and local property taxes
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for alimited term. Aslong as the property remains held for the purpose of low-income housing
development, the exemption lasts for seven consecutive tax years or until the title to the property
istransferred. Should the nonprofit or cooperative association anticipate it will be unable to sell
the property within the seven-year term, they may file for athree-year extension by filing a
notice of extension with the Department of Revenue (DOR) and paying afiling fee.

The property is disqualified from the exemption if:
* the nonprofit or cooperative association fails to transfer title to the property to alow-
income household within the applicable exemption period; or
* the property is converted to a use other than low-income housing development.

If disqualified, an additional tax is due that is equal to all taxes that would have been due within
the applicable exemption period, plusinterest. Thisadditional tax is considered alien on the

property.

The DOR may not accept applications for the exemption after December 31, 2027. The
exemption may not be applied to taxes due in 2037 and thereafter.

Summary of Bill:

The property tax exemption for low-income housing development is expanded to include real
property owned by a nonprofit entity who enters into an agreement with another nonprofit to

build, or have built, a residence on the property through a qualified mutual self-help housing

program (program).

A gqualified mutual self-help program is defined as being dedicated to supporting building of
residences for low-income households through a mutual self-help construction method where
low-income households use their own labor to reduce total construction costs of their residences.
The program must:
* be operated by nonprofits, and
* receive financial support from the United States Department of Agriculture's mutual self-
help housing technical assistance grant program.

The exemption expires on the date of transfer of title between the nonprofit entity and the low-
income household. Nonprofits must immediately notify the DOR when the exempt real property
is sold to the low-income household providing the date when the title was or is anticipated to be
transferred.

The exemption does not expire if the real property istransferred from one nonprofit to another
nonprofit or to a qualified cooperative association as long as the transferee timely appliesto the

DOR and is approved for a continuation of the exemption.

Appropriation: None.
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Fiscal Note: Available.

Effective Date: The hill takes effect 90 days after adjournment of the session in which the bill is
passed.
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