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ACT SUMMARY

Exempts from taxation residential real property held by a nonprofit
charitable organization for the purpose of transferring the property to
gualified low-income families.

CONTENT AND OPERATION

Property tax exemption for certain residences held by charitable organizations

(sec. 5709.12(E))

Under continuing law, property belonging to an “institution" and used
exclusively for charitable purposes is exempt from property taxation (sec.
5709.12(B)). The Ohio Supreme Court has held that this exemption does not apply
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to property owned by a nonprofit, charitable, federally tax-exempt organization
and used as residences for needy persons. The reason for this conclusion, the
Court has said, is that the property is used for private residential housing, and
therefore is not, for the purposes of the tax exemption statute, used exclusively for
charitable purposes. See e.g., Cogswell Hall, Inc. v. Kinney (1987), 30 Ohio St.3d
43, and Philada Home Fund v. Board of Tax Appeals (1966), 5 Ohio St.2d 135.

The act exempts from taxation certain real property held by a nonprofit
organization that is organized and operated exclusively for charitable purposes and
exempted from federal income taxation under Internal Revenue Code section 501.
The purpose of the organization must be to construct or rehabilitate residences for
eventual transfer to qualified low-income families through sale, lease, or land
installment contract.

For the purposes of the act, a "qualified low-income family” is one whose
income does not exceed 200% of the official poverty guidelines established by the
U.S. Department of Health and Human Services, as adjusted for family size. (The
1998 poverty level for a family of two is $10,850, and $16,450 for a family of
four; thus, the income of a two-person qualified low-income family cannot exceed
$21,700, or $32,900 for a four-person qualified low-income family.)

The tax exemption begins on the day the organization acquires title to the
property and continues until the end of the tax year in which the property is
transferred to a qualified low-income family, but the exemption cannot continue
beyond the second succeeding tax year in which title was transferred to the
organization. (So, for example, the exemption for property acquired June 2, 2000,
and sold to a qualified family March 15, 2002, would run from June 2, 2000, to
December 31, 2002.) If the organization transfers the property to someone other
than a qualified low-income family, the exemption terminates, and all tax savings
must be charged as a lien against the property. The chargeis alien of the state as
of January 1 of the tax year in which the charge is levied and continues until
discharged.

To qualify real property for the tax exemption, the organization must file an
exemption application (as required for all property tax exemptions), and include
documentation substantiating the organization's status as a federally tax-exempt
charitable organization. The organization also must affirm its intention to
construct or rehabilitate the property for eventua transfer to a qualified low-
income family. When the organization transfers the property, it must file an
affidavit with the county auditor affirming either that the property was transferred
to a qualified low-income family or that it was not, and, if it was, the affidavit
must indicate the name of the transferee.
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