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In December 2000, RHF Brittany Bay, LLC (RHF) acquired the subject property. RHF was a tax
exempt 501(c)(3) organization. RHF planned to develop the property to provide affordable housing
for persons with low to moderate income pursuant to chapter 420, Florida Statutes. As set forth in
section 196.1978, Florida Statutes (2000), affordable housing projects owned by a 501(c)(3)
organization are exempt from ad valorem taxation.

To finance the project, RHF reached an agreement with the City wherein the City would arrange for
the issuance of tax-exempt bonds that carried a considerably lower interest rate than RHF could
have obtained using traditional bank financing. In exchange for the issuance of the bonds, RHF
entered into a “payment in lieu of taxes” (PILOT) agreement, thereby agreeing to make annual
payments to the City “in an amount equal to the portion of ad valorem taxes to which the City would
otherwise be entitled to receive for the [p]roperty as if the [p]roject were fully taxable in accordance
with standard taxing procedures.”

AHF–Bay Fund, LLC (AHF) subsequently purchased the property but failed to make the payments as
required. As a result, the City sued, and the trial court entered summary judgment on the two
claims, followed by entry of final judgment in the City’s favor. AHF appealed.

The District Court of Appeal reversed, holding that:

Based on the statutory exemption from ad valorem taxation as set forth in section 196.1978, the●

City did not have authority to collect ad valorem taxes from AHF via enforcement of the PILOT
agreement;
The PILOT agreement violates the public policy of promoting the provision of affordable housing●

for low to moderate income families and is therefore void;
A PILOT agreement that requires a party to make payments that are the equivalent of ad valorem●

taxes that would otherwise be due but for a statutory tax exemption violates article VII, § 9(a) of
the Florida Constitution, which permits municipalities to impose taxes only as authorized by law.

“Finally, we recognize that PILOT agreements similar to the one in this case abound in
municipalities throughout Florida. Thus, the magnitude of our opinion holding that these types of
agreements violate Florida law may pose a significant hardship on municipalities that rely on such
payments to meet their budget requirements. We therefore certify to the Florida Supreme Court the
following question to be of great public importance:

DO PILOT AGREEMENTS THAT REQUIRE PAYMENTS EQUALING THE AD VALOREM TAXES
THAT WOULD OTHERWISE BE DUE BUT FOR A STATUTORY TAX EXEMPTION VIOLATE SECTION
196.1978, FLORIDA STATUTES (2000), AND ARTICLE VII, § 9(a) OF THE FLORIDA
CONSTITUTION?”
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