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The war to r-emaintax exempt

Why some nonprofits are losing iax-exempt staius on residential properties

By Jessnca VanEgeren

city of Madison. Its reason, howevet, was

" different.

Artic Angel needed assurance that the
project. would be granted ax-exempt sta
tus, essentially freeing up hundreds cf
thousands of dollars for ma.tn:enance costs

~ W wete told it would be exempt, s0

and to keep housing costs low

we Pmceedccf. with the feasibilicy stady,
broke ground and starced to market he
pro;ect,” said Maxy Ann Drescher, the
groups pres1dcnt "Ihcn we réceived word

Deve i:iesjewicz Michael Kurth
City of Madisen Gty of Madison

Srévén Schooler ' Frank Staniszewski:
Porchlight ine. . Madisan Development Corp
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Frank Staniszewski, president
of Madison Development
Corp., stands in front of one
of the nonprofit's residential
propertias on East
Washington Street.

_ The property is one of a
. growing number awaiting 2
decision from the city of
adison on whether or not it
can maintain or receive tax-
exempt status.
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thar things had changed ”
Before construction was completed,
the city of Madison sent out a tax bill

Autic Angel sued, but eventually ended up

dropping the case The uncertainty was
too much for the residents, Drescher said

Consequently, the cost to live at Prairie
Point jumped $300 to $400 a month,
depending on the size of the unit. Last
yeaz, Prairie Point paid $360,000 in prop-
CITy taxes

“It’s really difficult when the rules shift
in the middle of the game,” Direscher said
“Bur chis sn't @ game People are relying
on us My major concern is still the
inequiry in all of this Nor all senior cen-
ters are being raxed ”

Other nonprofit organizations across
the city of Madison have found thermselves
in similar situations After years of enjoy-
ing tax-exempr status on their residential
properties, 2 state Supreme Court 1uling
has cast 2 more stringent interpretation on
state Jaw

Consequently, dlscontem: is mounting
in Madison’s nonprofit community and
lawsuits are piling up Some nonprofit
leadets charge that the city is arbicrarily
picking and choosing which organizations
it will allow to continue to operate with-
out paying taxes on residential properties
And that is breeding resentment

" “There is a difference in being the
leader of the charge, which the ciry clearly
is, and maineaining the seatus quo,” said
Steven Schooler, the executive director of
Porchlight, Inc “There is no reason they
need w be leading the charge”

As nonprofit organizations grapple
with how to pay the piper, expansion
effores have been stalled, new construction
projects called off, and newly incuered
costs passed along to unsuspecting ten-
ants, many of whom are living on fixed
incomes ot low wages

Madison Mayor Blave Cieslewicz said
ke is well aware of the mounting frustra-
tion He and city staffers have twice met
with nonprofit officials since August, most
recently in mid-November; to discuss the
sicuation. Additionally, the city is working
closely with staze Rep Mark Gottlieb to -
rework numerous components of state law
to rectify the situation, he said.

Until that happens, city officials claim

they have no wiggle room when it comes §
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- Realize a long-term
- philanthropic vision

- Establish a Designated Agency
Endowrment through Madison
Community Foundation to support
the long-term vision of your favorite
charity. This fund allows you to
provide an ongoing source of funding
for a specific charitable organization,
and the foundation handles afl the
administration. Realizing your long- -
term vision has never been easier. .

MADISON /
COMMUNITY
FOUNDATION..

: * Contact Amy Cverbyy; Viee President,
- Donor Relations at (608) 232-1763 or

aoverby@madisoncommuninfoundation.org.

YOUR WEBSITE
SHOULD DO MORE
THAN JUST SIT

'THERE!

We Pronise: No Techno- -Babble!
Your don’t need to urtderstand SEO/SEM,

RSS, Blogging, &Pls, Podcasts, Wikis, Social
Network!ng, Tagclouds, Ajax, JSP, ASP, PHP,
Mashups, or any other Techno-Babble! We
already do. You only need to know your business.
We'll help you translate it for the Web. '

INDUS]
CONN

RY
‘iION INC.

Websites That Work - S:nce 1993
mdustryconnectmn com

NEED A WEBSITE THAT WORKS?
6508.442.4475 888.272 SURF
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to upholding the law
“There is not 2 whole lot of room for

interpreration Qur artomey is doing
nothing but following the law”

Cieslewicz said “The friction here is not ©

between the city and the nonprofit organ-
“izations We are sitoply applying the Jaw as
it was handed down by the [state]
Supreme Court The fiiction here is
berween the nonprofit organizations and
the state '

ROOT OF THE PROBLEM

Every even-numbered year, a non-
profic must file 2 reporr on its property,
essentially reapplying for tax-exempt sta-
-tus This is why some nonprofit organiza-
tions are receiving property tax bills
sooner than others.

The overall shift in how the city of
Madison is now reviewing such reports
is rooted in a lawsuit that was settled
roughly five years ago. In that case, the
state Supreme Court ruled that a non-
profit must pay. taxes on its residential
property if its tenants could not apply.

for, and receive, tax-exempt status on

That means leasing space to another
ronprofit is okay. However, renting space
to -college students or low-income resi-
dents may no longer keep a nonprofic off

' a city’s tax base

T hat ruling has generated a Jor 6f anx-
fery inn the nonprofit world,” satd Michael

“The main thing Is, i the law doesn’s
change, there aré going to be a heck of a
lot mose nonprofit ofganizations that we
are going to have Issues with,” Kurth said

THE IMPACT
Meridian Group Inc manages rhree

“At some point, the city is going to own a lot of
properties" — Doug Strub, Meridian Grqup' Inc.

Kurth, Madjson’s chief assessor “It wasnt
a major issue before, bur now we have
legal precedence with the high court zul-
ing strictdy on the topic”

Kuzth added that there are two othet
problematic provisions within the law

First, the law dictates that the money
collected from temants can only be spent
for majnwenance costs of to pay off a
building’s construction costs Monsy can-
not be funneled into other programs ot
used for new construction projects

Second; the law puts a 10-acre limit on
the amount of property a nonprofir can
own within a single municipality. Thac
point led Futuze Madisen to fle suit

theix own. against the city carlier this year
WE
Copy and transfer
DVDs, CDs and Videos
All formats

wﬁblubs

Du p!:catlon and Medl.a Services

Talk toa real live staff member

Never a rush charge
Satisfaction guaranteed!

(608) 222-8818
Browse at your leisure
www.vipdubs.com
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separate properties for Future Madison In
all, the three affordable housing develop-
ments total 34 acees

Doug Strub, who manages the proper-
ties through Meridiaft Group Inc, said
the buildings were purchased, cleaned up,
and rented out under the premise that if it
. provided 2 needed commodity for the city
- affordable housing - it would not have
10 pay property taxes

Edrlier chis year, Puture Madison
received a notice it will be taxed on some
of its properties Strub estimated the bills
could amount to roughly $180,000. The
city lumped the three properties together,
giving thern tax-exempt status on 10 of
their more than 30 acres of property, as
sequited by Jaw. In the past, the city had
granted each property a tax exemption.

- “We have separate entities thav it has
treated as three separate entities for years,”
Strub said “ The city is picking and choos-
ing: how this law is applied > _

Cieslewicz said the city is wo:kmg 0
rework the “10-acte limit” section of the
Jaw with Future Madison properties in
mind - Specifically; the city would like the
law cha.nged so that a nonprofiz can
recefve tax exemptions on up €0 30 acres of
z’es:denna.l propety. ‘

The mayor added thar the city also
wanis the fanguage of the faw expanded to
bro'adeﬁ":hé‘pexmitzcd rent-use testtic-
tions and to provide a mote clearly defined
definition of “low-income” tenants

“We emphatically disagree wich the
state law,” Cleslewicz said “Which is why
we are womeg to craft the solutions »

In the meantime, apphcatxons are pil-
ingupas the city waits to see if lawmakers
can find time to address the issue by the
end of the legislative session. in May.

It doesn’s appear such a solution will.
come from Gotdieb’s office Denise Solie,
one of Gotrlieb’s legislative aids, said there
is lirdle cha.nce the lawmaker will intro-
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duce a bill in the imminent firture

“At some poing, the city is going to own
a lot of properties,” Strub said “I think
they wete weiting 1o get bailed out (by the
legistators), but that got nixed ”

THE WAITING GAME

Two property reports in the cigy's
“undecided” pile belong to Madison
Development Corp .

I's 2 roughly $50,0000 decision
Madison Development Cotp had been
paying about $36,000 a year for the past
15 years on jts 40-unit apartmient within a
tax incremental finance ~ or TIF - districr
on East Washington Avenue

Frank Staniszewski, the nonprofit’s
president, said he was bound by the TIE
agreement to pay taxés on the property
through 2006

On Dec 31, 2006, it also repaid a
$320,000 note, which was loaned by the
city to help finance the project

“Since we were no Jonger bound by the
TIF agreement, we were able to file for tax
exemption unde: the state statute,” he
s2id “Under the previous interpreration of

the statute, we believed the property
would qualify for exemption ” )

Madison Developmiene Corp. also
applied for tax exemption on 2 recent
four-unit, $800,000 addition it made on
its West Mifflin Street lot

“We don't want to pay taxes on them,
but we are very close to the end of the year,
and we haven't heard anything yet,”
Staniszewski said “The city is jusc sitting
on them We were told it was in a state of
fhux ™

The indecision has stalled plans to
add 12 rmore wunits tw its Fast
Washington property. Staniszewski said
the only way the nonprofit can absorb
the tax bills would be by raising rents

It currently charges its tenants, most
of whom aie college students. and low-
income individuals and families, $100 to
$200 a month less than the curreat mai-
ket value on its unis

Madison Development Corp owas
roughly 200 housing units areund che
city and collects §1 5 million annually
through rent Of thar amount; more

' than haifis spent on mortgage payments

SAFE GROUND?

Porchlight In¢ owns and operates 240
housing units across Madison, providing
shelter for 300 to 400 houscholds 2 year
Roughly 90% of those tenants earn
$21,000 or less annually, which is 30%
less than the median Dane County
income, said Schooler, the nénprofir’s

| executive director

" “So far, the city has not challenged
us. However, this year we are somewhar
concerned,” Schooler said =~

‘I think we ate at a lower 1isk
because we are more involved in case
management, but the city could come
in and and say, “You are 2 landlord ’
Paying taxes on our properties would
be 2 budget buster for us.”

Schooler fears that if the law isnt
changed, many low-inicomie  housing
developments will disappear, forcing more
needy people into shelters or to [ife on the
streets The trend tuns counter to every
city discussion about the pressing need for
affordable o emergency housing “This
situation turns our mission of zeducing
homelessness on its head,” he said
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#1 Commercial HMO
in Wisconsinl_

www inbusinessmagazine com

Rated Eighth in
-'the Nation

Among Commercial Managed Health Care
Organizations by the National Committee
for Quality Assurance (NCQA)

For the Second Year in a Row!

1| Group Health
(=H Coopgmtive |

of South Central Wisconsin
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