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Current State Law Provides Several Exemptions
or Exclusions from Local Property Tax

Governmental (Federal, State, Local) + Continuing Care Retirement Centers
Pollution Abatementand Recycling

Educational (Nm-govemmental)

+ Religious + American Legion, Todges, etc.
+ Charitable-Nmprdfit Hospital Property + Medical Care Commission Bonds
+ Brownfields properties - Legacy Airports

+ Charitable-Homes br t he Aged, Sick, and Tnfirm + Sdar Energy Electrical System
+ Charitable-Nmprdit Low- andModerate-Income Housing + Others not listed

Homestead-Elderly and Disabkd
Homestead-Disabled Veterans

Naprdit historic preservation

Sdentific, Literary; and Cultural

Builder's Inventory
+ Burial Property

Discuss ed at previous meeting
*Ibes not include deferral programs (gricultural Present-Use Value PUV), ete.)
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5 Exemptions Account for More Than 80% of All
Property Values Excluded From Tax

R
Total Valueof All
Property Excluded
rom Tax = Educational, 9% 81%,
~$220 Billi on or $180 Billion,
— * Vot Total

Religious, Property Values

12% Exempted

From Tax

Naprdit
Hospital, 6%
Low & Modera te J

Source: NCDept.ofRe venue

Income Housing. 3%
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These 5 Exemptions Account for Over
$1.7 Billion in Foregone Local Revenue

- Allexclusions= $2.1 Billion in foregone local revenue each year

Property Tax Estimated Number of Counties
Exclusion or Exemption Local Revenue Loss wi
i ® Exempt Property
Governmental $1.1B 100
Religious $255M 100
Educatbnal (not govemnmental) $180M 89
Nanprdit Hespital Property $130M 75
Chaxi'able»Nmprd]iIt Lofv & Moderate Income $60M 8
ousng
Total of these5 Exclusions or Exemptions $1.7B
Source: NC Dept.ofRe venue
Governmental Property
FY2024-25 Property Values —
Excluded (§ in Billions) $0.03 81952

NC Constitution-Art. V,

Legal Authority | o 'y 5)°( 5 105.278.1

Fort Bra gg, post offices,
county caurthouses,

Examples LOB, State Capital,

Municipal Fire Station

Total Property

e T, $113 Billion

Total Estimated

Local Revenue $1.1 Bilim
Loss

Top 5 Cowunties in
Per Capita
Valuati ons

Hyde, Craven, Dare,
Carteret, Swain

Source: N.C. Dept. of Reve mue, OSBM




Religious Property

Legal Authority G.S. 105-278.3
Church buildings,
Exan s Fellowship Halks
Total Proper! 58 Rilk
Nalnes Tuded $28 Billion
Total Estimated
Local Revenue $255 Million
Loss
Top 5 Counties in Macon, Chowan,
Per Capita Transylvania, Mitchell,
Valuati ons Sampsan

FY2024-25 Property Values -
Excluded (§ in Billions) 8001 8388

Source: N.C. Dept. of Reve mue, OSBM

Educational Property (nongovernmental)

Legal Authority G.8.105-278.4
Private mllege/university
buildings and land
(e, Campbdl, Catawba,
Bremiyt Shaw, Wake Forest,
Duke, nanprdit priva te
schaols)
Total Property .
Values Excluded $19 Bilkion
Total Estimated
Local Revenue $180 Million
Loss
T°PP5 C"C;m‘_zs | (Orange Watauga, Wake,
er Capil : ,
e napi Transylvania, Avery

FY2024-25 Property Values
Excluded (§ in Billions)

Source:N.C. Dept. of Reve nue, OSBM

Nonprofit Hospitals

Values Excluded

Legal Authority G.S.105-278.8
Atrium Health Carolina’s
Medical, Atrium Health
Examples Wake Forest Baptist,
FirstHen lth Moare Regional,
Carteret General Hospital
Total Property

$14 Billion

Total Estimated

Local Revenue $130 Million
Loss
Top5 Comnties | pige Moore Forsy
a a s e Forsyth,
i L (Cpiiie Hoke, Gaston
Valuati ons

Souree:N.C. Dept. of Reve nue, OSBM
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Legal Authority

G.S. 105-278.6(8)

N.C. low-income

Local Revenue
Loss

Examples housing ap artment
development,
Total Proper i
Values Excluded $6.3 Billin
Total Estimated
$60 Million

Top5 Counties
in Per Capita
Valuati ons

Wake Medklenburg,
Durham, New Hanover,
Guilford

Nonprofit Low- and Moderate-Income Housing

5 Property Valucs -
d (3 in Billions) § §1.80

FY2024
Ex

4
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Source:N.C. Dept. of Reve nue, OSBM Source:N.C. Dept. of Reve e, OSBM

Sizable Increase in Nonprofit Low- and Moderate-
Income Housing Exclusion Valuations Recently

= Govem mental (Feden, State, Laal) = Bdueati o al (Non-govem mentl) 4%
0%
= Religious Nonprofi Hospin | Froperty
o
Year over Lo and Mad aate come Housing
Year
Charge 30
Vaations .
Exclwled
o)
10%
o
W67 ANTIS WG9 920 N2 AN AR WU AUB
a0

Fiscal Year

Source:N.C. Dept. of Reve nue

Part II: Nonprofit
Affordable Housing
Exemption
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Affordable
H OuSin g & Scott Farmer

ive Director

Financing Tioame gy
Overview
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Housing AfTo rc

o

North

NorthCarolira Housirg FiranceAgency

NORTH

.\& CAROLIN,

House Selec tCommitieeon Property TaxReduction and Reform "% [ HOUSING
January14,2026 A

(

Our Mission

To provice safe, affordable housing opportunities to enhance the quality of life
of North Carolinians.

NORTH
"Q CAROLINA
- G

HousingBulldsNC.com &6




What is Affordable Housing?

Affordable housing canreferto anything from apartments for seniors
on a fixed income fo a five-bedroo m single-family ho use.

HUD defines “ousing affordability” as a
household paying no more than 30% of their
income for housing.

>

Househol ds spending more than 30% of their
income are considered hausing “cost
burdened".

>

Most federal and public resources target 80%
Area Median Income (AMI) and below.

> >

Generally, Affordable Housing is housing
affordable to households earning 80% of the
Area Median Income or less.

NORTH
'\"lu CAROLINA

HOUSING

HousingBulldsNC.com
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Federal Low Income Housing Tax Credit (LIHTC)

+ Federal tax creditthat provides a tax-
incentive to constuct or rehabilitate
affordable rental housing fo eligible
development enfiies under the state’s
Qualified Allocation Plan (QAP)

rental housing development in the
United States

« Created by 1986 federal Tax Reform
Cuts and JobsAct, expanded and

Sprngfeld Park b dsonville (OBBBA)
Y., NORTH + Operated independently by each state
A" caroLINA and US territory’s allocating agency
wh HOUSING (HFA)

HousingBuldsNC.com

* Section 42 of the Internal Revenue Code
* LIHTC accounts for 98% of all affordable

legislation, stengthened in the 2017 Tax

strengthened again in the 2025 Omnibus

&

"~

« Developments are privately owned and
privately managed

Sponsors compete for a LIHTC award
based on the rules prescribed in the
state’s Qualified Allocation Plan (QAP)

Development sponsors can be for-profit or
non-profit entities (federal law requires a
minimum 10% non-profit pariicipation of
total allocation)

Fernti, Conover

NORTH
'\"lu CAROLINA
el HOUSING

HousingBulldsNC.com

&8
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How Does LIHTC Create Affordability?

+ Proposals fom development s ponsors
receiving LIHTC sell the creditsto an investor to
generate equity, thus reducing the debt
payments on the property

The Investor becomes the majority owner for 15
years (asprescribed by the IRS) to claim the
federal tax creditover a 10 year period

In exchange, the owners agree o keep rents
affordable forhouseholds making 80% Area
Median Income or below for the next 30 years Vlley River, Muphy

NORTH
"ﬂ CAROLINA
‘a

HousingBLldsNG com &@a

~

Ensuring Affordability

NCHFA records a deed restriction called a
Land Use Restriction Agreement (LURA)
that specifically states the terms of
affordability for the property

The LURA provides a legal instrument for
any interested party o enforce the terms
of affordability

Rierstons Grossing, Kinston

The IRS may recapture the tax benefit if
the property isout of com pliance within
the first 15 years

"ﬂ glgyl‘.'mn NCHFA monitorsthe property for

‘I'" HOUSING compliance for30 years, as well as the &0
HousingBuldsNC.com investor and any other funders

Current Law &

Trina Griffin

Blue Ridge
Housing Case
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Charitable Purpose Exemption
G.S. 105-2786

Realand personal propertyowned by:

(1) AYoung Men's Christian Association or similar organiz tion;
@ Ahomefor theaged, sick, or infirm;

3) An orphanage or similar home;

“@ A Society for the Prevention of Cruelty to Animals;

®) A reformatory or correctional istitution;

(6) A monastery, convent, or nunnery;

) A nonprofit, life-saving, first aid, or rescue squad organization;

(®)  Anonprofit organization providing housing for individuals or

families with low or moderate incomes

shall be exempted fran taxation it §,As to real property, it is agually and exdusively
owupied and used, and as to persanal property; it is ent rely and wompletely wsed by the
owner for chaitable purpases; and (i1) t he ow her is notorganwzed or operated for profit.

Two Requirements

Ownership | % | Use | = Exemption

Use Requirement

Personal

Property
Entirely and

completely used

Real Property
Actually and

exclusively used

By the owner for
charitable
purposes




Use “Exceptions”

Actually Exclusively
Used Used
Future Use X X i
Anonprofit may hold property Partial Exemption Permitted
for up to 10 years as a future site The portion of the property that
far lov{-income housing, yvith qualifies shall be exempted even if
taxes being deferred and lien on the entire property does not.
property.
Charitable
Purpose
One that has
humane and
philanthropic

objectives; an
activity that
benefits humanity
or a significant,
rather than limited,
segment of the
community without
expectation of
pecuniary profit or
reward.

Ownership
501(c)(3) Requirement
Nonprofit
Charitable - Statute does not define.
Organization * States only that owner
“Is not organized or
operated for profit.”
- What percentage of
ownership is sufficient?
*Must it be 100% or are
there situations where
less than 100% is
appropriate?

1/13/2026
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Construction
canpleted NC Court of
; Boardof Appeals
L ;{;‘g’g““ E&R | decision
Jan. 2011 Dec. 2011
2000 | May2011 | 2013
Assessor |
determined | | Bopert
ot eligible Commission
or

exemption

Blue Ridge Housing of Bakersville

Cane Creek
Village
(100% of residen ts
qualified forlow-

income housing)

Blue Ridge
Housing, LLC

(for profit)
NHE NCEF 1l
(nonprofit) (for profit)
0.1% ownership 99.9% ownership
Managing member Investor member

+ NCEF must m: n

Operating = p interest for 15years
ment NHE given first right o refusal

Balancing Test

Control of operations

Status as trustee of property

Actual ownership

|l f&iﬁfﬁgtm increased interest
“#  Intent of parties
[ No profit-sharing; operated

at net loss

11



Outcome
The Court applied this te

st and concluded that the nonprofit,

NHE, owned the property for tax purposes, despite the fact
that it only owned 0.1% of the corporation that held legal

title to the property.

1/13/2026

The Takeaway...See Footnote

“Since the instant case
clarifies the definition of
“ownership” for tax
exemption purposes,
County Boards shall now
apply G.S. 105-278.6(a)(8)
accordingly when
determining exemptions for
Cane Creek Village or other
similarly situated
properties.”

Right Result, But Problematic

- Obserwers tend to agree that this was a

reasonable and desirable result given the fact
pattern:

+ The nonprufit initiaed develbpment of the project and
only partnered with the for-profit for financing.

+ The nonprofit did in fact manage operations and had a
long-term ownership interest consistent with its
affordable housing mission.

+ The .1%/99.9% ownership structure is standard under
the LIHTC framewark.

LIHTC framework ensures long-tarm  governmental
oversight by IRS and state housing agencies.

- However, a broad interpretation of the case, a

lack of statutory guidance, and administrability
issues could result in self-dealing,
unanticipated local revenue loss, and lack of
long-term affordable housing.

12
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Issues

- No definition of owners hip.

« No definition of “low or moderate income.”
- No length of ownership or deed restriction requirements.

- No regular verification (G.S. 105-278.6 exemption is a “single
application”).

- No minimumfor partial exemption (i.e., minimumnumber of units
required to meet affordability standard).

- Not tied to participation in federal LIHT C programor other governmental
oversight.

- Admi nistratively difficult for tax administrators to apply judicial test.

- Potential forlack of uniformity/standardization among counties.

David Baker, Director
of Tax and Revenue
Outreach, NCACC

Ben Justus, Executive
Staff, Self-Help
Credit Union

Nonprofit Low- and Moderate-
Income Housing Exemption
County Perspective

David B. Baker, Director of Taxand Finance Outreach

Jauay 14, 2026 ncacc.org

13



2025 Forgone County Revenue

« Foregone revenue in all 100 counties totals over $53 milion
« Does not include special district or munidpal taxes

» Over 96% of properties are located in a municipality

« Total foregone revenue for all local gove mments isbetween
million

$80-100

Sample of Forgone County Revenue

Sample of Properties Exempted

Increase in
number of
exemptions
between 2021
and 2025

1/13/2026
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Blue Ridge Housing Exemptions

Sanple of Properties Exempted Under Blue Ridge Housing Case

Pro perties County Revenue
Alamance 7 $112,729,488 556,884
4 $13,892,390 $35,981
Stanly 3 $7,448,939 $37,990
3

$16,431,660 $102,846

Moore

Wayne

Blue Ridge Housing Exemptions

Wake County Properties Exempted Under Blue Ridge Housing Case

Exempted Value | ForgoneCounty
Reve nue

2021 $289,993,674 $1,739,962
2025 $2,204,668,044 $11,400,338

Blue Ridge Housing Exemptions

12Properties Pending Appeal in Forsyth County

Potential Potential Forgone
Exem pt ed Value CountyRevenue

$195,585,800 $1,047,310

1/13/2026
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Policy Considerations

* Define ownership
* Define low- and moderate-income
* Review exemption amount, curently 100% (Homestead exclusion is 50%)

» Require annual application process that requires reporting number of low-
income units

» Determine relationship between the benefit provided to people and amount
of property tax relief

Thank You! / Questions?

David B. Baker
david.baker@ncaccorg

For more information abaut the North Carolina Assod aion of Courty Commi ssicners (NCACC), visit ncacc. org.

£ESelf-Help

North Carolina Property Tax
Exemption for Affordable Housing

House Select Committee on Property Tax Reduction and Reform
January 14, 2026

1/13/2026
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WHO WE ARE £3Sel-Help

o The Self-Help organization is an umbrella

of nonprofits that includes two credit Seli-Help Self-Help Federal
unions, acommunity development Credit Union Credit Union
investment fund and a researchand policy P .

group

o Together the entities manage over $5Bin Center for
assets and operate in 10 states Cge'}‘f'_"‘_:‘éig‘/ .

o

Our core missionis to create and protect

economic o pportunity for all Center for

Responsible
Lending

When it comes toaffordable housing we Ventus 3 Fond
area lender developer, and preserver of

affordable rental housing across the

country

o
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NORTH CAROLINA BASED £3Self-Help

o Foundedin 1980, Self-Help is headquartered in Durham and has credit union
branches, staff, investments, and offices throughout the state

o We focus on serving rural and working class families providing them access to

capital to become homeowners, start abusiness, or buy a car
$3,900,000,000
Loan sEv a-to-Date

Made to NC
Bomo wers

o Partiaular to affordable rental housing, we have launched or are in the process
offorming Affordable Housing Loan Funds in Western North Carolina, Winston-
Salem, Greensboro, High Point, Durham, Wake County, and Chapel Hill

S v
e B
e

62270

Self-Help Gredit Union
Membersin

-
NORTH CAROLINA
L i ]

Map of Self-Hep Credit Union
Branches in North Carokina

STATE OF AFFORDABLE RENTAL HOUSING IN NC |£ESeli-Help

24% 46% 196k

RENTER HOUSEHOLDS ~ RENTER HOUSEHOLDS ~ DEFIAT Rl ifhe o)
SevER Bty Co-BURENED Cosr-BurmenED [y T—— affordable housing crisis,

Rexm HOWSING North Carolina also
s faces a significant deficit
ofaffordable housing
units as rent growth has
outpaced income
growth over the past
couple of decades.

Largest nominal deficits

ofaffordable rental units
o W0vaen Ed W W

are in urban areas but
affordability issues
plague the entire state.
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NCGS § 105-278.6(A)(8) & BLUERIDGE | £3SelfHelp

o For 50 years North Carolina has supported charitable development and ownership of
affordable housing by exe mpting from property tax low- and moderate-income housing
owned by nonprofits.

In 2013, In Re Blue Ridge Housing of Bakersville LLC, the N.C. Court of Appeals re cognized
that many affordable projects involve partnerships between nonprofits and investors and
looked beyond actual ownership to other factors indicative of ownership in allowing tax
exemption for a project where a passive for-profit investor contributed capital in exchange
for federal Low Income Housing Tax Credits (“LIHTC").

o

o Subsequently the BlueRidge decision has been cited to justify exemption for projects
where for-profit developers’ participation expands beyond tax credit investment and allows
more for-profit control of operations and private benefit.

N.C. law currently does not clearly define situations where for-profit involvementis
appropriate and where it only serves to benefit private equity to the detriment of counties
and taxpayers.

o
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PROBLEMS WE ARE SEEING £3Self-Help

o Proliferation of for-profi/ nonprofitjoin t-ventures
(9Vs")in"ent-a-non profit” structures thatare Ak White Paper
seemingly abusing the spiritof the statute L WS Example

o Marketing of property tax abatement by
lawyers/ brokers thatis encouraging pursuit of this
structure, particularly for Naturdly Occurring
Affordable Housing (“NOAH")

o

Dramatic increase in property tax exemption
applications

o Difficulties for county tax ad ministrators

o County revenue implications that could lead to
higher property taxes for others

o In short, the possibility of public funds being used
for privateintereststha provide no public benefit

CASE STUDY OF POTENTIAL ABUSE £3Self-Help

o Bxample property is Hamilton Ridge
Apartments in North Raleigh — approxmately
7 niles fromheae

© 178 units builtin 1987 with 50% one
bedoms and 50% two bedrooms

o Currentrents areat ~52% AMI; well below
the 80% AM | ent-level

1 Bedroons  $1,167 $1,880 $713
2 Bedrooms . $1457 e e $2250 s e w293

overal  1$1310 _ _$2078_ _ _ _sm}

18
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CASE STUDY OF POTENTIAL ABUSE (CONT'D) £3Seli-Help

o Case stuly illustrates three scenarios where
allthree groups purc hase the property for Tots
the same price i th the same mortgage [MONTHLY RENT

2V With Exempti
Total __PerUr

Per U Total __Per Uni

Nonprofit JCurrent Rent Monthiy 33206 N 13w0] 233266 | 130f 233206 | 1swoll
purchases the preperty, preserves Pro Forma Rent Monthly 2320 [ 1310[] 26439 ] 1485 2643% | 1485 ||
rentsas-is, and receives property tax 0% AMI Rent Monthly 369872 369872 g 2078) 369872 y 2078
exemption o

200 Fo_Diof ] . pro Forma Rent 2798952 15724] a7z 1| sumagse 17824

purchases propetty, enovates, mises

rentsand does not receive property Other Income 195927 1101|  222008 1288 222003 1208

tax exemption Vacancy (139908)  (786)) (158638) (80| (158638 (s91)
i -prefit [Totalincome 2854931 16039| 3236207 18181| 3236207 18181

5 :
Uses "rent-a-nonpo

int-venture Operating Expenses. (1,068,000) _ 6,000 | (1,068,000) 6,000 [ (1,068,000) 6,000
stricure, rnovates, raises rents and i”—m-- Fon e e
recaves proer
Onersing ntoms s o0 | Lamsost ioses| Zieesor Tl
' SETEREE) pubh'cfunds & Debt Service (1,313529)  (7,379)| (1,313529)  (7.379)] (1313529) (7.379)
r ‘ by |Cash Flow 473,402 2,660 570,422 3,205 854,678 4,802
allocated without public benefitand £
\ : [ANUALZED RETURNS
solely increase private returns

(Operating Retur ‘ 4% ‘ a.0% 6%

ppreciation Return 15% 115% 201%
Kot The T8 purss e byaliecarugs oS Bspogger

B e e A e - fh P 1
e e et ey 1 g g . g Ry .

SCALE OF ISSUE IF IT GROWS £3Seli-Help

e

94%| 92%| Mml < "

-

= - T - - =
oeowans | 560%0| 13g0| s 2

peved B

et | gl | e
H @0

e
o | 20| 12| 25
o o .
o ] | om0

)
o 20 200 220
MorthlyAs ing fent P Unit

Sous Coa, HDSIEHIpAnd

POTENTIAL SOLUTION £3Self-Help

Property tax exemption
for affordable housing is

il (TS Return to original intent of statute and Blue Ridge

alleviate the affordable +  Stopabuse from use of “rert-a-nonprofits”
housing crisis in our +  Prevent property axincreases
state, but the current +  Ease burden on Cownty Tax Administators
statute is too vague and
open to abuse that ~ WhatCoulda Solution Be?
deviates from the original + Clarify the statute so that the following properties would qualifyfor
LRI 1 m;;u fit-owred and operted asaffordable housi
" . ronprofit-owred and operated as affordable housin
Wl iz et iy 2. Operated eafiodae housl:gw\lh ALLof the foll owing: ¢
to preserve and clarify N - N ) and ongoin
the statute before the compliance mcmtagu’;;s(:rgnirl‘mo roens

problem further escalates

and to ensure that public

funds are used for public option
benefit.

Long-term affordalility restrictions
Nongrofit general partner with contrd and long-term ownerstip

19



