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Bulletin Number 2016-02 
Taxation of Subsidized Affordable Housing 

On December 15, 2015, the State Board of Equalization adopted new rules (a copy of which 

is attached to this bulletin as Exhibit 1) addressing the taxation of subsidized affordable housing. The 

purpose of these rules is to define the value of subsidized affordable housing for property taxes in a 

manner that is certain and predictable, that furthers the federal incentives to assure a reasonable 

affordable housing supply, and that comports with state constitutional standards for ad valorem

taxation. The Attorney General's office has approved the rules, and we filed them with the Secretary 

of State on April 21, 2016. The rules will become law on July 20, 2016. 

Under Rule 0600-10-.07, after these rules take effect, they shall apply to the tax period 

beginning January 1, 2016 and all subsequent tax periods. Because of the late effective date of the 

rules this year, though, there will need to be a modified first year implementation. Since taxpayers 

have already missed the March 1 deadline to file an Election Form for LIHTC property ("Election 

Form"), the assessor should allow late filing this year (by June 1) and then send an assessment change 



od • §42 LJHT {tax credit) housing: 

1 The method set forth in Rule 0600-10-.03 is derived from the value approach approved by the Tennessee Court of 
Appeals in Sf,ring 1 1111. L.P .• e1 ,d. . Tennessee tare 13oard of ·qmdi:t:aLion, 2003 WL 23099679 (December 31, 2003). 
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notice once the Assessor completes the 2016 assessment for these properties (under Tenn. Code Ann. 

§67-5-508(b)). If the taxpayer misses the June 1 deadline, the taxpayer can submit the Election Form

at the county board of equalization (as is permitted with the tangible personal property schedule). If 

the taxpayer misses both the 2016 deadline and the county board of equalization adjustment, the 2016 

assessment is final, but the assessor could accept a first time Election Form from the taxpayer for 

2017. The taxpayer can appeal the restricted use component of his property on the usual appeal 

schedule. 

These proposed rules establish acceptable methods for property tax valuation of affordable 

housing in three categories: 1) Internal Revenue Code §42 LIHTC (tax credit) housing; 2) loan 

subsidized rural rental housing (§515 Housing Act of 1949); and 3) loan-for-credit housing (§1602 

American Reinvestment and Recovery Act of 2009). In each of these categories, the rules attempt to 

measure the property value contribution of the subsidy as a source of income or avoided expense 

supplementing restricted (below-market) property rents. The proposed methods are derived from 

value approaches approved in property tax appeal rulings involving these property categories. 

Below please find a short description of the substance of the rules with respect to each of the 

three categories of properties: 

Rule 0600-10-.03 1 will permit the owner of a new or existing2 §42 LIHTC (tax credit) housing 

property to elect one of the following methods of attributing value to the credits: 

1. Declining value. The tax credit subsidy would be valued as the
present value of all remaining (unused) tax credits as of January 1 of
the assessment year at issue; or

2 For existing §42 LI HTC (tax credit) housing as of the effective date of the rules, the taxpayer shall also elect one of the 
above options, but just for the remaining period of the subsidy. 
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2. v I valu •. The tax credit subsidy would be valued for each year
the credits continue, as the average of annual values of remaining
credits over the applicable Land Use Restrictive Agreement
Compliance Period (usually fifteen years).

Attached as E:hibit 2 are examples contrasting a conventional (unsubsidized) property 

valuation with valuations of a tax credit property using each of the election methods described above. 

Attached as Exhibit 3 is a 2016 Election Form, under which the taxpayer can notify the 

assessor of his election under Rule 0600-10-.03(3). As you can see on the form, pursuant to Rule 

0600-10-.06(1 ), if the taxpayer fails to notify the assessor of the taxpayer's election, the assessor shall 

choose either the "Declining Value" option outlined in Rule 0600-10-.03(3)(a) or the "Level Value" 

option outlined in Rule 0600-10-.03(3)(b) and apply that method for each year until the particular 

property's subsidy is exhausted. The 2016 Election Form (Exhibit 3) explains why the Assessor may 

want to elect the Level Value option if the taxpayer has not filed an election form by the 2016 

deadline. 

2) Loan ubsidized rural rental housing (§515 Hou ing Act of 1949):

Rule 0600-10-.043 states that §5 I 5 rural rental (loan interest) subsidized housing will be 

valued by adding additional property income in the income approach to value, representing the 

difference between actual amortization and a typical (market) loan amortization for the year at issue. 

This may require a periodic redetermination by the assessor regarding a typical market loan 

amortization for each year the subsidy continues. Attached as Exhibit 2 are examples of valuing §515 

property under this rule. 

3) Loan-for-crcdi housing(§ 1602 Am >rican Rci11vc tmcnt and Recovery Act of 2009):

3 The method set forth in Rule 0600-10-.04 is derived fi-om the value approach approved by the Assessment Appeals 
Commission in the > eal ofTro, Place A u1tmcn1. • (Final Decision and Order issued 11/12/93). 
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Rules 0600-10-.054 states that § 1602 forgivable loan housing will be valued by adding 

additional property income in the income approach to value, representing the amount ofloan principal 

forgiven for the year at issue. Attribution for § 1602 properties will continue for each year a portion 

of loan principal is forgiven. Attached as Exbjbit 2 are examples of valuing § 1602 property under 

this rule. 

lmplcmentatio1l for New Vcrsu E ·isting Properties: 

Rule 0600-10-.06 sets forth the requirements to implement the value methods described in 

these rules for both new and existing properties. The restricted use component of value will be updated 

by the assessor when the county is reappraised, or more often if the assessor is provided more current 

property information or if the assessor is ordered to adjust the value in an appeal. These rules should

resolve how subsidies are reflected in the taxable value of subsidized housing properties, but there 

still may be disputes and appeals regarding components of the (restricted use) income approach 

portion of the property value. These might include, for example, vacancy, expense, and cap rates in 

the (restricted use) income approach. 

Please feel free to contact your Division of Property Assessments' area office for further 

guidance on this issue. 

4 The method set forth in Rule 0600-10-.05 is derived from the value approach approved by the Assessment Appeals 
Commission in the (Final Decision and Order issued 12/5/14). 
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