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Date: January 8, 2021
To: Housing and Human Services Advisory Board
From: Teresa Gillotti, Office of Community & Economic Development
Re: Recommendations for changes to City Ordinance, tax exemption for housing projects.

Each year the Office of Community and Economic Development conducts income and rent certification on all

affordable housing developments in the City of Ann Arbor. Part of the review is to assist the Assessor’s office
with compliance related to the tax exemption or Payment in Lieu of Taxes (PILOT) available to affordable
housing developments. Ann Arbor currently charges $1 per unit in taxes on properties that meet MSHDA

standards.

Recently both the Ann Arbor Housing Commission and Avalon Housing noted that there have been changes in
federal affordable housing funding that allow for “income averaging.” The idea is that residents’ income at
lease-up can vary from 0-80% of the Area Median Income as long as the average for the entire development is

60% of the Area Median Income.

The City of Ann Arbor’s ordinance currently indicates that a unit is eligible if the family occupies has an income
up to 60% of the Area Median Income. Jennifer Hall of the Ann Arbor Housing Commission suggested that the
City’s ordinance be updated to allow for income averaging, in the case that this tool is helpful for development

of affordable housing.

Staff also took the opportunity to review and update the ordinance, making minor edits. One concern was to
ensure that Cooperatives who meet the state ownership standards are eligible. Staff will be sending the draft
amendment to MSHDA for a review to ensure that is the case, prior to it going to City Council.

Attached is a slide deck from MSHDA explaining the requirements for the tax exemption, along with a the draft

ordinance amendment.
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