VIRGINIA ACTS OF ASSEMBLY -- 2007 SESSION -

| CHAPTER 843
. SENATE JOINT RESOLUTION NO. 354

Proposing an ainendment 1o Section 6 of Article X of the Constitution of Virginia, réléi‘izfng: to property
tax exemptions, including tax relief for certain homeowners, ' , AR

' A.greed'to by the Senate, February 6, 2007
Agreed to by the House of Delegates, February 22, 2007

RESOLVED by the Senate, the House of Delegates concurting, a majority of the members elected to

- each house agreeing, That the following améndment to the Constitution of Virginia be, aid the same

_hereby is, proposed and referred to the General Assembly at its first regular session held afier. the next’

" general election of members of the House of Delegates for its concurrence in conformity” with the
provisions of Section 1 of Article XII of the Constitution of Virginia, namely:

Amend Section 6 of Article X of the Constitntion of Virginia as follows:

‘ , ‘ ARTICLEX
: TAXATION AND FINANCE
Section 6. Exempt property. - . ‘ - R ‘ o _

(2) Except as otherwise provided in this Constitution, the following property and ii¢-other shall be - -
“exempt from taxation, State and local, inchiding inheritance taxes: o
(1) Property owned directly or indirectly by the Commonwealth or any political subdivision thereof,.
and obligations of the Commonwealth or any political subdivision thereof exempt by law. . i

(2) Real estate and personal property owned and exchisively occupied or-used by churches or
religious bodies for religious worship or for the residences of their ministers.

(3) Private ‘or public burying grounds or cemeteries, provided the same are not operated for profit,

(4) Property owned by public libraries or by institutions of.learning not conducted for profit, so long
as such property is primarily used for literary, scienfific, or educational purposes or purposes incidental
thereto. This provision may also apply to leasehold interests in such property as may be provided by
general faw, _ : _ ‘

(5) Intangible personal property, or any class or classes thereof, as may be exempted in.whole or in
patt by general law. S T T

(6) Property used by its owner for religious, charitable, patriotic, historical, benevolent, cultural, or
public park and playground purposes, as may be provided by classification or- designation by an
ordinance adopted by the local goveming body and subject to such restrictions and  conditions as
provided by general law. . . )

. (7) Land subject to a perpetual easement permitting inundation by water s may be exempted in
. whole or in part by general law. ‘ , ‘ o *

- (b) The General Assembly may by general law authorize the governing body of any county, city,

- fown, or regional government to provide for the exemption fiom Jocal property taxation, or a portion
thereof, within such restrictions and upon such conditions as may be prescribed, of real estate ‘and
personal property designed for continuous habitation owned by, and occupied as the sole dwelling of,
persons not less than sixty-five years of age or persons permanently and totally disabled as- established
by general law who are deemed by the General Assembly to be bearing an exfraordindry tax burden on
said property in relation to their income and financial worth. .. - L :

{c) Except as to property of the Commonwealth, the General Assembly by general liw may restrict
or condition, in whole or in part, but not extend, any or all of the above exemptions.

(d} The General Assembly may define as a separate subject of taxation any property, including real
or personal property, equipment, facilities, or devices, used primarily for the purpoge of abating or.
preventing pollution of the atmosphere or waters of the Commonwealth. or for the purpose of

_ transferring or storing solar energy, and by general law may allow the governing body of any county,
" . city, town, or regional government to exempt or partially exempt such property from taxation,. or by
- general law may directly exempt or partially exempt such property from taxation; _ '

(¢) The General Assembly may define as a separate subject of taxation household goods, personal
effects and tangible farm property and products, and by general law may allow the governing body of
any county, city, town, or regional government to exempt or partially exempt such property from
taxation, or by general law may directly exempt or partially exempt such property from taxation.

(f) Exemptions of property from taxation as established or-authorized hereby shall: be strictly
construed; provided, however, that all property exempt from taxation on the effective date of this section
shall continue to be exempt wntil otherwise provided by the General Assembly as herein set forth.

(g) The Genera] Assembly may by general law authorize any county, city, town, or regional
government fo impose a service charge upon the owners of a class or classes of exempt propérty for
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services providéd by such governments. o ' ‘
(h) The General Assembly may by general law authorize the governing body of any county, city,
town, or regional government to provide for a partial éxemption from local real property taxation, within
such restrictions and upon such conditions as may be prescribed, (i) of real estate whose improvements,
by virtue of age and use, have undergone substantial renovation, rehabilitation or replacement or (i) of
real estate with new structures and improvements in conscrvation, redevelopment, or rehabilitation areas.
(i) The General Assembly may by general law allow the governing body of any county; ¢ity, or
town to exempt or partially exempt from taxation any generating equipment installed.after December
thirty-one, nineteen hundred seventy-four, for the purpose of converting from oil or natural gas fo coal
or to wood, wood bark, wood residue, or to any othér alternate energy source for manufacturing, and
any co-generation equipment installed since such. date for use in manufacturing. ol
_(j) The General Assembly may by general law allow the goveming body of any county, city, or-
town to have the option fo exempt or partially exempt from taxation any business, ‘occupational or
professional license or any merchants' capital, or both. ' ‘ EEEE ‘

(k) The General Assembly muay by general law allow the governing body of any county, city, or town
to exempt or partially exempt from real property taxation or provide for the deferral of real property
taxes, within such restrictions and upon such conditions as may be prescribed by the governing body by
ordinance, of up to twenty percent of the value of residential or farm property that is designed for
continuous habitation and is occupied as the primary dwelling of the individual owners.
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Habtheup Grinieps Dorgoraiion
Flovenort News

AT Washington Aveags

MowpoTt Mives, VA& 25607

Taletinon FHY-3502008
December 5, 2007

The Honorable Lacéy Putiiey-
PO Box 127
Bedford, VA 24523

Dear Delogate Putney:
Congratulations on your recent re-clection,

Dufmg the 2007 segsion of the General Assembly 1 tﬁ:st:ﬁad on behalf of Nm‘&hmp

Girlimurian agdingt the proposed “Homestead Examgnon” constitutional amendwment (STR

354) betore the House Privileges and Elections Committee: [had oppesed similar
megasures i prior years on behalf of the Virgitia Chamber of Comugerce. The.-Chanmber
and the Virginid Manulacturers Associationrate both in cpposnmn this yesr. Trhas been
pre-filed for 2008 as HJ R 3 and HIR:4 (Delegate-Bob Bm:a < won the race).

The first problent with the idea, despite its.cbvious. popularity, isvery ss.mple 1f

localities delivet-on thelr promises (6 .grait eilgsbie Honmieowners a:20 pereent discourit on.-

their real estate assessments, they will most, likely make that up by raisingrates and
taxing everybody else more. To the extent lpmedwhers coime eyt alicad, higher faxes-
will 4] across theé bouid on busmeszs rental prr opcrty and ag,rictﬁnlmi land.

Reducing thxes by simply passing € the bill onto semeope else 1s an ancient tactic,
The nithors of the Virginia Constitution sought to. foiestall that optien byrequiring that

all property taxes be-imposed with a unifotrate on 100 percent of the falr market vahie.

Previous amenditichts have:. chipped at that protection, but.this stmply kills:it outfight.
The constitutional authors were also wise in calling fora sécond engelment. P}case
gonsider the issue- carehdiy before the- fmal vote It ig amtably bad idea:

10,2006 there was justandeér $900 billion in assessed valyue o the loeal real estate
tax beoks, and about $675 billion of that was smgie family residential. Assuming onlly
75 percent of that is owner-occupied, the 20 pereent discotist promised in the amendment
would-amiount to.$100 billion taken off the Tocal tax rolls. Thie reduced tax receipts on

that would approach $1 billion statewide,



But localities are not pr a:rmsmg to.0r required to cut spending, They wen’t.:So
the result will bie to shift-thst.$1 billios i additional tixes to businesses; landowners and
renters, Their hike could eventually be larger than 20 percent because: the $1 bilkion
comes from fewer taxpayers. Some of the proponents of this proposal openly. advocate
higher taxes on business, but I don’t think all of you desire that ovtcorme.  Pm nolsire
anybody considered the impact on rerits, ususlly paid by the youngest, Oiﬁﬁst gt-pootest
of your constituenty.

The second. majm* problem vwith the 1dea is taxpayers wﬂi be: disappamted Many
localities are too heavily residential to 1mplement the idea {at ieast not without cutting
{heir budgetsl) Proponents were assuming, that villues would risé as the discount was
applied, but thatis cut theividndow. Now that residential values are flat or even
deci:mng, granting the fll discount meansareal cut in reverine vnless there are dranatic
mereases in the base twx rate, Yet, once ﬂwy vote for this, people-will expeot-the fufl 20
percent tax cut they were promised, just as they once, expected their ¢ar tax to fully go
away, Local officials who think this is only an-eption are foolisy themselves, Some are
starting to realize they are promising something they. aannot deliver, % are you.

~Theé third problen s it fixes pothing. The argumient has been made that Vir ginia
relies too hﬂavﬂy on property taxes. This proposal dogsn’t fix that, We still will.

The argument has been roade that the real problem is the Faituee of local
governrnents to fully compensate for ussessmernt inbredses by trimming their tax rates
proportionately: This proposal doesw’t fix that, either. They pan keep- dmmg that,

The argurient bias been made that commisreial property values arenot keeping
pace-and therefore are under taxed. In recent years: residential prices.in genera,l have
grown faster thin oominercial pricés. The opposits has been troe at-fires in the past.
Comuniercial values miay set the pace again now that-the housing bubble has ruphured.

itis putos the iaaﬂmt the amendment will pass. Hit is put intothe consﬁéu‘aon,
focalities will be under enormous-pressure to exereise the aption soon. Absent restraint on
spendifig; - localities witl vaise thieir base tax vates to the-point where they get the revenue
they wani; homeowners see.a.small tax cut, and the burden falls on business, agfioultural
and fental property. Then in a few years, When the discounit is in pldce’ and homeownels
see: thmr wilues and taxes begin to spike apain,, what cofries next’?'

Manager, State Govemrﬂem Rel: atmn;;

Norzkrop Grummaoyt is Vzrgmm s dargest manyfacryring company, fargesr
technology compary dnd- lm’ges'{ defense contiactor,~employing more than 33,000 people
statewide and adding $11 billionto the stise’s-economy. Norihrop Grumman Newport

News is the omly Americon shipyardcapable of building, overhauling and refueling, |
- nuelear dircraft corriers and one of only two tble to build nicledr subinarings.



Philip F. Abraham

From: . Haner, Stephen (NNS) [Stephen.Haner@nge.comi

Sent: Thursday, December 08, 2007 10:08 AM
.To: Brett Vassey; Cheatham, Keith _ )
Ce: wrowe@hunton.com,; tim.winks@us.pwc.com; Philip F. Abraham; lra Agricola

Subject: Homestead Exemption

Letter 2 L, Putney RE Tax Scenarios
12-5-07.pdf.., Tilus.xls

_ As of yesterday, anywéy, LLacey Putney was still chairman of House Privileges and Elections; so I've attached a -
copy of a letter he should be getting today. Al the re-elected members of the two Privileges and Elections comrmittees will

get the letter. They need to hear from other companies, too. | think House P&E will be the flash point.

The problem they have is obvious, since they all voted for it last year, But | think they can point to soﬁe things
that they might not have known about the bill at the time. : '

1) ltreally will not produce a 20 percent tax cut for anyone. The one thing that is guaranteed under this proposal
is that base tax rates will be higher than if the proposal fails. Homeowners should see some stabilization for a while (and
with the drop in values, actual tax cuts) but the nominal rates will climb substantially. And now that home values are
dropping that pressure to raise the base rate will be even stronger and they will not only be higher than they would have
been, they will be higher period.

2} Among those likely to see measurable tax increases out of this are people paying rent, whether it is a young
person just starting out, or a senior paying rent in a retirement community. Tax hikes show up in rents very quickly. And
even among those eligible, the vast majority of the benefit is enjoyed by those with the most expensive housing. Even the
cartax was capped at $20,000 -- but there is no cap here. ‘

3) About the only substantial difference between this and the car tax program is that this time, the state is not
promising to make the localiffes whole. But when the localities are faced with angry mobs of voters looking for their
discount, and then the renters, farmers and business owriers come in saying don't dump the whole bill on us, their next
step will be to come to the state demanding more state aid in some form. The General Assembly may think this will be
the locaiities' problem, but in the fong run it will come home o roost. :

4) Even if everything goes exactly as advertized, we end up right back where we were before. The base rates will
be higher than they would otherwise be, and when the next wave of rising values sweeps the market, homeowners will be
just as unhappy. Localities will still look at 10 percent value rise and cut their rate a penny or two and wink at the voters
about "cutting your taxes." '

) I've attached a spreadsheet showing some examples of what might happen under this. | make no promises l've
done this right. Nobody can predict the future but to make the comparisons [ assumed a locality with $100 miliion in real
esfate tax revenue, 75 percent from owner-occupied residential, and a $1 tax rate. In the first scenario | assumed
residential values rose 30 percent over two years and the other categories rose 10 percent. In the second scenario |
assumed residential values dropped ten percent over two years but the other categories rose 10 percent.

In both scenaries, in order for the locality to get the same $100 miltion in revenue, the rate had to be higher than it
would have been had the locality granted no discounts. Doing nothing the neutral rate would drop fo 78 cents in the first
scenario, with high residential values, and stay at 1.01 in the second scenario, with residential values dipping. in the first
scenario, with the discount, the rate is 15 cents (20 percent) higher than with no discount. In the second scenario, if the
20 percent discount goes into effect as values drop, the tax rate will go up to about $1.20 -- again, 19-20 percent higher!

The difference in taxes paid by owner-occupied and rental property is also pronounced and easy to see in this
comparison. :



You can also see what some of the localities are kvetching about — under current law when they cut the rate to
compensate for high residential value growth if commercial property values are not growing as fast, commercial
taxpayers get a cut. But this proposal really doesn’t fix that. The market is busy f:xmg that right now, as the housing
bubble bursts. Look what happens to the commerical property owner under scenario two, with residential values dipping
a bit and commercial growing a bit -- his tax bill goes up 30 percent to save the hormeowner $150.. Sadly, some peopie -
do perceive it to be progress if business gets soaked. Let's hope that is not the general attitude of the Assembly.

Remember, this penc;l and paper calcutation assumes the same $100 mul!!on in revenue in all three years. In
reality, the tocality Is likely to need more revenue each year, bumping those rates up a couple more pennies.

This idea needs to fade and be forgoiten, It isn't the first constitutional amendment that looked a whole lot less
attractive in the bright morning sunlight of second enactiment. ‘

Stephen D. Haner

Manager, State Government Affairs
Northrop Grumman Newport News
4101 Washington Avenue B86-3 .-
.Newport News, VA 23607 -
804-739-1174 (Richmond)
804-502-0345 (Mobile)
757-380-2698 (Newport News)
stephen.haner@ngc.com
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